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File No: 547/42¢ GSTCM/GSTC/2020

GST Council Secretariat

Room No0.275, North Block, New Delhi
Ddt&ktémber 2020

Revised Meeting Notice for the 42 Meeting of the GST Council scheduled on"5October 2020

The undersigned is directed to refer to the subject cited above and to say th&t the 42
Meeting of the GST Council will be held off ®ctober 2020 as follows:

Monday, %' October, 2020 1100 hours onwards
2. The agenda items for the"@Rleeting of the GST Council will be communicated in due course
of time.
3. Please convejdH LQYLWDWLRQ WR WKH +RQTEOH OHPEHUV RI WKH
(-Sd)
(Dr. Ajay Bhushan Pandey)
Secretary to the Govt. of India and ex-officio Secretary to the GST Council
Tel: 011 23092653

Copy to:

36 WR WKH +RQ Y E Onde, @o@nvhenHdd InRid, NioighBlock, New Delhi with the
UHTXHVW WR EULHI +RQYEOH OLQLVWHU DERXW WKH DERYH VDLC

36 WR +RQJEOH OLQLVWHU RI 6WDWH )LQDQFH KERAHUK RHKHW
UHTXHVW WR EULH bottR@ §lio@isaid medtivgw H U D

3. The Chief Secretaries of all the State Governments, Union Territories of Pethicherry and
Jammu and Kashmir with the request to intimate the Minister in chargmarfice/Taxation or any
other Minister nominated by the State Government as a Member of the GST Councihalahdve
said meeting.

4. Chairman, CBIC, North Block, New Delhi, as a permanent invitee to the proceeflihgsCouncil.

5. Chairman, GST Network
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10.
11.

Agenda Items for the 42¢ Meeting of the GST Council on % October 2020

Confirmation of the Minutes of GST Council Meetings.
i. 40" GST Council Meeting held on $2une, 2020
ii. 413*GST Council Meeting held on 2August, 2020
Deemed ratification by the GST Council of Notifications, Circulars and ®iidsued by the
Central Government
Decisions of the GST Implementation Committee (GIC) for information of the Council
Timelines in respect of TRAN-1/TRAN-2 declarations based on the discussib8ismeeting
of IT Grievance Redressal Committee held on 01.09.2020
Update on Return Enhancement and Advancement Project (REAP) & in-principle approval of
overall architecture
Issues recommended by the Law Committee for the consideration of the GST Council
i. Extension of the GSTR-1/3B system of return filing and change in due date for
guarterly taxpayers upon introduction of the new GSTR-2B functionality
ii. Issues related to Annual Return for Financial Year 2019-20
iii.  Steps taken to improve compliance behavior of taxpayers for making furnishing
GSTR-1 mandatory before furnishing GSTR-3B
iv. ~Amendment to FORM GSTR-1 and notification 12/2017-Central Tax, dated
28.06.2017 for improving data quality to enhance tax administration
v. Agenda Note regarding refund to be disbursed in same PAN and Aadhaar linked bank
account on which registration has been obtained under GST.
Vi. Proposal for amendments to CGST Rules, 2017
Issues recommended by the Fitment Committee for the consideration of the GST Council
i.  Agenda Note on the representation received from HADMA seeking GST rate of 12%
RQ $\XUYHGD 8QD Q tingrédz@baged $aditizer
Issues of Goods and Services Tax Network (GSTN):
i.  Status of receipt of Advance User Charges (AUC) from States and CBEXtmmdion
of time period by 6 months for payment of AUC for the first half of FY 2020-21 on
account of COVID related challenges
ii.  Need for moving resources from CR model to T&M model for important development
with the approval of CAB
Presentation on proposal to extend levy of GST Compensation Cess beyond therntransit
period to meet the shortfall during the transition period and constitute a Committee of Officers
to work out anticipated shortfall, period of extension and other related issues
Review of Revenue position
GST payment through UPI
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12.
13.

14.
15.

Status report of creation of GRC Zone-wise (CBIC) and States / UTs as on 04.09.2020
Performance Report of the NAA (National Anti-profiteering Authoritr)the 2 quarter (April
to June, 2020) for the information of the Council

Any other agenda item with the permission of the Chairperson

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

Agenda ltem 1: Confirmation of the Minutes of the GST Council Meetings

Agenda Item 1(i): Confirmation of the Minutes of the 48' GST Council Meeting held on 12 June
2020

The40 PHHWLQJ RI WKH *67 &RXQFLO KHUHLQDWHKHIOGHRIPU U H (
-XQH WKURXJK YLGHR FRQIHUHQFH XQGHU WKHH&KDBIPWNSHUVF
Nirmala Sitharaman (hereinafter referred to as the LGHEHUVRQ $ OLVW RI WKI
Members/Ministers of the Council who attended the meetingAsm@éxure 1 A list of officers of the
Centre, the States, the GST Council, the Goods and Services Tax Network (GSTN ewtiedatie
meeting is aAnnexure 2

2. The following agenda items were listed for the discussion in thivéeting of the Council:

1. Confirmation of the Minutes of 39GST Council Meeting held on $4#arch 2020
2. Review of Revenue Position
3. Issues recommended by the Law Committee for the consideration of the GST Council
i. Amendment in CGST Rules to prescribe the rates for Composition Scheme
under Section 10(2A)
ii. Proposal to issue Removal of difficulty order for extending the time fomit
revocation of cancellation of registration
iii. Notification of provisions of the Finance Act, 2020 amending various sections
of the CGST Act and the IGST Act
iv. Reduction of late fees and rate of interest for small taxpayers (taxpayers with
aggregate turnover up to Rs. 5 crore) for the tax period May, 2020, June, 2020
and July, 2020
v. Reduction in rate of interest for delay in payment of GST for remainingfart
Financial Year 2020-21
vi. Reduction in late fees for FORM GSTR-3B for months from July, 2017 to
January, 2020 - One time amnesty to clean up pendency in return filing in GST
regime
4. Deemed ratification by the GST Council of Notifications, Circulars an@@rdsued by
the Central Government
5. Decisions of the GST Implementation Committee (GIC) for information of the Council
6. Decisions/Recommendations of the IT Grievance Redressal Committee foratiém of
the Council
7. Creation of State and Area Benches of the Goods and Services Tax Appellate Tribunal
(GSTAT) for the State of Uttar Pradesh
8. Quarterly Report of the National Anti-Profiteering Authority (NAA) ftre quarter
January to March 2020 for the information of the GST Council
9. Constitution of Grievance Redressal Committee at CBIC Zonal / State ¢eveldressal
of grievance of taxpayers on GST related issues
9A. Inverted Rate Structure in GST- Correction of inverted rates on certain ke sector
10. Any other agenda item with the permission of the Chairperson
i. Sharing of GST data with Comptroller and Auditor General of India for the
purposes of GST audit
ii. Discussion on Compensation to States.
11. Date of the next meeting of the GST Council
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Preliminary discussion

3. 7KH +RQYEOH &KDLUSHUVRQ LQYLWH G -tffisidiSé&eetaly @ theH Y HQ X H
GST Council (hereinafter referred to as the Secretary) to begin the praggeedhe Secretary

welcomed everyone to the @GST Council meeting. He, on behalf of the Council, welcomed Shri
IDURWWDP OLVKUD +RQYEOH OLQLVWHU IRU +RPH DQG 3XEOLF +
WKH 6WDWH RI ODGK\D 3UDGHVK DQG 6KUL -DPHVQomifdeQJPD +R(
from the State of Meghalaya.

3.1 $IWHU WKH SUHOLPLQDU\ GLVFXVVLRQV WDRDH\+RWRIEONHRK KBI
individual Agenda Items for consideration of the Council.

Agenda Item 1: Confirmation of the Minutes of the 3% GST Council Meeting held on 14
March 2020

4. The Secretary informed that the first Agenda Item was the confirmatioa bfitiutes of the
39" GST Council Meeting (hereinafter referred to as Minutes) held Bivibdch, 2020 at New Delhi.
He stated that the Minutes was circulated to all the States in advance anentsinave been received
from the States of Gujarat and Puducherry suggesting the following changes.

i. The State of Puducherry suggested that in paragraph 8.5 of the Minutes, in the séeond sen
to replace the presently recorded version (That compensation is a solemn combyt@sit
Council to the States and the State budget has been planned keeping in view the 14% cess
PRQH\ ZLWK WKH IROORZLQJ YHUVLRQ 37KDibyFGEFSHQVDW
&RXQFLO WR WKH 6WDWHY DQG WKH 6WDWH EXGJHW KDV EH
ii. The State of Gujarat suggested that in paragraph 8.7, to replace the rawsied (The
+RQTEOH "HSXW\ &KLHI OLQLVWH Wréng s Mf T tbbna/hasiesuitety WH GV
in a loss of about 13 to 14% which should not be allowed and this matter be takanp as
$JHQGD ,WHP LQ WKH QH[W &RXQFLO PHHWLORQIEWK WIKHN W
Chief Minister of Gujarat requested that there is need for amendment in the Gaidgal ax
Act, 1956. Letter containing detailed note for amendment in the relevant sectionG8The
Act is already sent to the Govt. of India. Wrong use of C-Forms is causgfIGST revenue
to many states. Other states have also agreed to prevent wrong use of C-FORM and,theref
the Central Government should bring amendment immediately. If need be, the ragttes m
GLVFXVVHG LQ WKH &RXQFLO PHHWLQJ °
iii. The State of Puducherry suggested that in paragraph 13.9, the statement (CommBste
WD[ 3XGXFKHUU\ PHQWLRQHG WKDW WKLYV ZDV GHEDWHG L(
this debate is resulting in delaying the decision and cases are piling up) with okenipl|
YHUVLRQ 3&KLHI & RePt&X. Gydrr @ehtioned \Whax WWhis was debated in the
21 ILFHUYV OHHWLQJ RQ DQG WKLV GHRDWHIGYFIDWWHX/O
DUH SLOLQJ XS~
4.1 7KH +RQJEOH OLQLVWHU &RPPHUFLDO 7D[ ITURPQgEBRBEND W WLVJIL
KDG EHHQ ZURQJO\ PHQWLRQHG 6KUL . 3 6LQJK 'HK DQG VK
'HR’

4.2 7KH +RQTEOH OLQLVWHU IURP 2GLVKD VXJJHWYW HGH QW B YFHQ
7TKH +RQTYEOH OHPEHU IURP 2iGHe\M 8% GIST WWdb kvbrk W riddihib &ct Wek

price of liquor because this depends upon the relationship between the brand owner andaitte cont

ERWWOLQJ XQLW ZLWK WKH IROORZLQ2§HWKWDL RRYU WKHKUH VVRQW H

18% GST on service of job work will not impact the price of liquoralbee this depends upon the
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UHODWLRQVKLS EHWZHHQ WKH EUDQG RZQHU DQG WKH FRQWUDTF
been recommended by the Fitment Committee and was accepted by all the Statesiamwintyvo

States. He further stated that since the matter iperatente litethe issue could not be decided by the
+RQTEOH &RXUW 7KH 6HFUHWDU\ VWDWHGSTWOING wete Haid QW O\ W
discussed and that the final view was not being taken. The Joint Secf&ahfl] stated that there

was a difference of opinion among the States. While some States felbli@ldatuor for human

consumption being outside GST, its job work too cannot be subjected to GST. Some otisefelbtat

WKDW DOFRKROLF OLTXRU IRU KXPDQ FRQVXPSWLRQ ERXOG QR\
from Karnataka was of the view that instead of leaving the mattéretgudiciary, it needed to be

decided whether alcoholic liquor for human consumption was food or not. He furthestaajtipat the

Council may take it up as an agenda and discuss it threadbare so as to remove any cohéusion. T
+RQYEOH &KDLUSHUVRQ VWDWHG WKDW WKHIW HURDPV 2 it K\ KQ & |
that the matter was neub judiceand that the Council should take an executive decision in the matter

by taking it up as an Agenda Item in the next Council meeting.

4.3 7KH +RQTEOH OHPEHU IURP 7DPLO 1DGX VXJIJHVWHG WKH IRC

i. Inparagraph 13.3, their view/suggestion may be recorded after the sentence (This opinion was
VHFRQGHG E\ WKH +RQYEOH PHPEHU IURP *XMDHBWRI37DPL
interest on delayed payment of taxes to be made on net cash tax liability shaukhteffgct
UHWURVSHFWLYHO\ IURP ’

ii. In paragraph 13.5, to add after the sentence (He informed that in fact, based on an analysis
done, below Rs.5 crore limit, the additional tax recovered from each tax payer was Rs 13,000
per tax payer whe®V WKH FRPSOLDQFH FRVW ZDV DSS[ 5V 371
and welcomed the ameliorative measures taken for ease of doing business by enhancing th
turnover limit upto Rs.5 crore for filing annual returns in Form GSTR-9 endnciliation
statement in Form GSTR-9C.

iii. In paragraph 13.9, to add after the sentence (There can also be a senior lawyer who can be
GHVLJQDWHG DV D MXGLFLDO PHPEHU 37DPLO 1KGIX H[SUF
proposed amendments to sections 109 and 110 of the CGST Act with reference to the
appointment of technical members in the GST Tribunals. These amendments seek to replace
two technical members by one, leaving the option to choose a Central Technidamoem
State Technical Member to the Government of India. Tamil Nadu was of the view that the
National Bench of the Appellate Tribunal and its Regional Benches may condisdiofal
Member and a Technical Member (Central) and in State Bench of the Appellateal @nd
its Area Benches must consist of JudicialPleEHU DQG D 7THFKQLFDO PHPEHU 6V

iv. In paragraph 10.9 of the Minutes to add after the last sentence (He pointed outRiiaighe
Committee had already deliberated on issue and recommended uniform rate of LP§édhe
the council to take a decisioRQ WKH VDPH DQG QRW NHHS LW SHQGLQJ
their State, they have been receiving numerous representations from the tradeicassociat
dealing with food grains complaining that the tax authorities are demanding tdel&yed
filing of disclaimer affidavit before the jurisdictional Commission@iumtarily foregoing the
actionable claim or the enforceable rights on their brand name. The intention o issch
notification for filing disclaimer affidavit is to grant exemption o tupply of food grains
having unregistered brand name. However, the delay in filing such affidavit should aot be
JURXQG IRU OHY\ DQG FROOHFWLRQ RI WD[ R WKHIEXBSO
Chairperson to kindly issue guidelines to condone the delay in filing the disckfifidkwit
and not to raise demands on that ground. He also suggested that the distinggen beanded
and unbranded food grains should be completely done away with as most taxpayers have
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switched to unbranded category by filing affidavits and consequently the loss to exchequer on
DFFRXQW RI UHPRYDO RI WKH GLVWLQFWLRQ &ZH{DIOJ QRUWRK F
to kindly consider the remaining representations forwarded to the Council orothregrof
rationalization of tax, items of essential use by common man, items for tHé@ béfemers
and fishermen, items made by small artisans and items relating to relignbnsesgs at the
HDUOLHVW ~

4.4 7KH +RQTEOH OHPEHU IURP 7DPLO 1 bropgsdl s mMektidned W D W H G

paragraph 25.6 of the draft Minutes of thé"&ST Council Meeting as approved by the Council had

not yet been given effect to stating that the Law Ministry is yet to aticegroposal. He, therefore,

brought this to the KA RWLFH RI +RQTEOH &KDLUSHUVRQ IRU QHFHVVDU\

4.5 7KH +RQYEOH OLQLVWHU IURP *RD UHPLQGHG WKKHH¥YRQTEOH .
GST Council meeting did not reflect that it was agreed to instru@®ielntelligence Unit, Hyderabad

not to initiate action against the casinos in the State of Goa till itecaded whether GST was required

to be levied on the full amount or on the gross gaming revenue as has aleragsbe in the pre GST

era. This was for the reason that casinos in Goa were on the verge df.cldrtrthey were a very

important source of revenue for the State and that Law and Fitment Committees had Hedikecet

and that the issue could be brought directly to the GST Council. On inéimmed by the Joint

Secretary, GST Council Secretariat that this issue was minuted 38%@®ST Council meeting, the
+RQTEOH &KDLUSHUVRQ LQVWUXFWHG WKDW DQ DGGMBRBGXP WR V

4.6 7KH +RQTEOH OHPEHU I|EhRstated thét Khe) weke [Qratéful that the State had
been given Rs.1,386 crore as compensation and the borrowing limit had also beemaais28d to

5% of Gross State Domestic Product (GSDP). He, however, requested that conditionalitied &ttac
the raising of the borrowing limit may be relaxed. He further statedhinatas looking after the
departments of Home and Health and during his meeting with industrialists feahadhat medical
equipment used in the fight against COVID attracted GST and had not beem gy
benefits/exemption. He further stated that builders have to pay GST of hR28crgfund is granted
only after the buildings are sold. He requested to reduce the GST on infrastructure projects to 9%

4.7 7KH +RQTEOH O0HP EPratest) RaRedStiiat\h® Wished to state that there was an
amendment in the approval granted by the Council in paragraph 16 of the Minthes38f GST

Council meeting for setting up of State and Area benches of GSTA® Bidite of Uttar Pradesh. The

Secretary informed him that this could be discussed subsequently as a sepamdtelfsgn No.7. The
+RQYEOH OHPEHU IURP 8WWDU 3UDGHVK VWDWBGL @K M OKIHD VZH
compensation amount of Rs.2200 crore to the State. He furthet bkowW WR WKH QRWLFH RI V
Chairperson that in the earlier GST Council meetings he had made certaatsecpncerning pan

masala, brick kilns and mentha-oil on which no decision had yet been takerit thatféhe issues

concerning the above three items needed to be addressed in order to garner more revehukatH

as a policy matter any issue which is discussed in any GST Council meetingoitdaiain should be

placed before the subsequent Council meetings.

4.8 7KH +RQYEOH OWd3tBdngdal &1dReH that the present Agenda included several routine
matters which are reporting matters. These may be assumed to have been passed. Thete@re only

three vital issues which need to be discussed, viz., compensation to Stategentbicaf inverted

GXW\ VWUXFWXUH 7KH +RQTEOH &KLHI O0lHQ DVUWWHVHRHGBROGXFKRE
matters in the present Agenda, put up only for the information of the Counciévdovthe major items

are the revenue loss and compensation to be given to States, increase in tax orerastaBoth

Centre and States are facing a difficult situation on account of Coiisisa The earlier regime of Sales

tax, which was a major source of revenue for the States has now been replic&SWwiand
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accordingly States are dependent on GST for revenue and also on compensation dieeG®Y t

Council. Smaller States are more dependent on compensation. Most States have lostueawegrthe d

period March to May 2020. Therefore, more time should be given for discussingahaedess arising

from the ockGRZQ FRQVHTXHQW WR WKH &RURQD FULVLV 7KH +RQT
requested to take up the issues Agenda wise as procedural issues do not take nudistoss. The
+RQTEOH PHPEHU IURP -KDUNKDQG H[SUHVVHG DM QU W IOW BE H (
compensation for the period till February 2020. However, they were in dire need for congpefosati

the subsequent months of MareMay 2020. He further stated that heS6 RUWHG WKH +RQYEOH
from West Bengal and Puducherry and that compensation and revenue should be discussed.

4.9. The Secretary requested that before the Council take up Agenda Item 2, the mméyuibes
confirmed.

5. ForAgenda item 1 the Council approved the Minutes of thé"ST Council meeting with
the following changes:

5.1 7R FRUUHFW WKH QDPH RI WKH +RQTEOH OLQLVWHU LQ SDUL
6LQJK '"HRY WR p6KUL 7 6 6LQJK 'HRY

5.2. To add the following paragraph aftSrD UD JU D S K RI WKH OLQXWHV 3 $ 7KH
IURP *RD UHPLQGHG WKH +RQYEOH &KDLUSHSVGQndNHdeting WKH GU
did not reflect that it was agreed to instruct the GST Intelligence Unit, bBlydémot to initiate action

against the casinos in the State of Goa till it was decided whether GS&quasd to be levied on the

full amount or on the gross gaming revenue as has always been done in the pra.Gai was for

the reason that casinos in Goa were on the verge of closure. That they werempegant source of

revenue for the State and that Law and Fitment Committees had decided the issue hadsha t

FRXOG EH EURXJKW GLUHFWO\ WR WKH *67 &RXQFLO °

53. 7R UHSODFH WKH VHQWH Q F Henpri7doritmER ByS3SD UdWiLtR e LV D V|
BWDWHY DQG WKH 6WDWH EXGJHW KDV EHHQ SODQDHG NHRASLQJ
WKH OLQXWHV ZLWK p7KDW FRPSHQVDWLRQ LV D YWEMWPIQEBRWRH
State budget has beeODQQHG NHHSLQJ LQ YLHZ WKH JURZWKY

5.4. 7R UHSODFH WKH VHQWHQFH p7KH +RQTEOH "HEXWW &MKHI (
wrong use of C forms has resulted in a loss of about 13 to 14% which shouldafioingsl and this
matter be takeupa® Q $JHQGD ,WHP LQ WKH QH[W &RXQFLO PHHWLQJY LC
HM7KH +RQTEOH '"HSXW\ &KLHI OLQLVWHU QHHBMIIRWD W/P H 8 GXH\QWVH |
Central Sales Tax Act, 1956. Letter containing detailed note for amendmtletrelevant section of

the CST Act is already sent to the Govt. of India. Wrong use of C-Formssiag#ass of CST revenue

to many states. Other states have also agreed to prevent wrong use of Car@Rrefore, the

Central Government should bring amendment immediately. If need be, the matter nsopbsedi in

WKH &RXQFLO PHHWLQJY

5.5. 7R DGG DIWHU WKH ODVW VHQWHQFH LQ SDUDJUDSK RI V
State, they have been receiving numerous representations from the trade assadeatiog with food

grains complaining that the tax authorities are demanding tax for delayed filinglafrdescaffidavit

before the jurisdictional Commissioner, voluntarily foregoing the actionddil® or the enforceable

rights on their brand name. The intention of issuing such notificatiorifay fiisclaimer affidavit is to

grant exemption on the supply of food grains having unregistered brand name. However, the delay i

filing such affidavit should not be a ground for levy and collection of tax osupply of food grains.

+H XUJHG WKH +RQYEOH &KDLUSHUVRQ WR NLQGOLQYWXKHJIXLC
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disclaimer affidavit and not to raise demands on that ground. He also suggestid thatinction

between branded and unbranded food grains should be completely done away with as moss taxpayer
have switched to unbranded category by filing affidavits and consequently the toghémuer on

account of removal of the distinction will not be much. He also urged RQ TEOH &KDLUSHUVRQ V
consider the remaining representations forwarded to the Council on the grounds ofizationadf

tax, items of essential use by common man, items for the benefit of farmersheenthén, items made

by small artisansantdt WHPY UHODWLQJ WR UHOLJLRXVY VHQWLPHQWY DW W

5.6. 7R UHSODFH WKH VHQWHQFH p7KH +RQTEOH OHPEGMU IURP 2¢
on job work will not impact the price of liquor because this depends upon the relationship between the
braQG RZQHU DQG WKH FRQWUDFW ERWWOLQMIKXJZKWNT+RQ BDAWHD OU P £
from Odisha further stated that the 18% GST on service of job work will not impactcheopliquor

because this depends upon the relationship betweeB th® QG RZQHU DQG WKH FRQWUDF)

5.7. 7R DGG LQ SDUDJUDSK RI WKH OLQXWHYVY DIWHWWHKH VHQ
+RQTEOH PHPEHU IURP *XMDUDW" 37DPLO 1DW >R QDVHRIDWKEH S \HPZ
of taxestoEH PDGH RQ QHW FDVK WD[ OLDELOLW\ VKRXOG EH JLYHQ |

5.8. 7R DGG DIWHU WKH VHQWHQFH p+H LQIRUPHG WKBWRIUM IDFW
limit, the additional tax recovered from each tax payer was Rs 13,00@p@ayer whereas the
FRPSOLDQFH FRVW ZDV DSS[ 5V T LQ SDUDJUDSK Rl WKH
and welcomed the ameliorative measures taken for ease of doing business by enhancimgvtre tur

limit upto Rs.5 crore for filing annual returns in Form GSTR-9 and relgatan statement in Form

GSTR-9C.

5.9. 7R DGG DIWHU WKH VHQWHQFH p7KHUH FDQ DOVURVIKIG IDFVBQ L
PHPEHUYT LQ SDUDJUDSK RI WKH OLQXWHYV 37DPQOWLMNAOH H[S
proposed amendments to sections 109 and 110 of the CGST Act with reference to thenappoin

technical members in the GST Tribunals. These amendments seek to replachnigalteembers by

one, leaving the option to choose a Central Technical member or State Tebhancaér to the

Government of India. Tamil Nadu was of the view that the National Bendte dfppellate Tribunal

and its Regional Benches may consist of Judicial Member and a Technical Memb&aljGnd in

State Bench of the Appellate Tribunal and its Area Benches must consist of Judictzrnzem a
7THFKQLFDO PHPEHU 6WDWH -~

5100 7R UHSODFH WKH VHQWHQFH p&RPPLVVLRQHU 6GW BN W® [ -
LQ WKH 2IILFHUYVY OHHWLQJ RQ DQG WKLV RXHDBQW HF DV HM
DUH SLOLSDIURIY DK RI WKH OLQXWHV ZLWK p&KLHI &RPPLVVL
WKDW WKLV ZDV GHEDWHG LQ WKH 2IILFHUYV WHRW LQJEHDD\LQJ
GHFLVLRQ DQG FDVHV DUH SLOLQJ XS¥

Agenda Item 2: Review of Revenue Position

6. The Secretary invited Shri Ritvik Pandey, Joint Secretary, Revenue to brief the Council on the
subject. He initiated the discussion by inviting the attention of the Counbi torbad numbers. He
firstly drew attention to Table 1 of the Agenda Note where thewsicomponents of GST have been
shown for the years 2017-18, 2018-19, 2019-20 and for the two months of April and May 2020-21. He
highlighted that in the last financial year the total GST collections Rer£2,22,116 crore as against
which Rs.94,323 crore gross revenue have been collected in the first two monthsusfehefiscal.

Then, he explained the collections under IGST and its apportionment/settlement anshalae 2 of
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the Agenda Note. It was explained that the amount collected under IGSTiratttveo months of the

current fiscal was about Rs.52,732 crore of which Rs.11,334 was refunded. Of thengrRad2,766

crore was apportioned/settled between the Centre and all the States/UTs throogmthsettlement

route due to return filing. It was witnessed in the past few months there wagado do any ad hoc
settlement because of change in the rules of cross utilization of ¢&®i. But in the months of

$ S U L-O D P anet balance of Rs 18,632 crore was present mainly because the reidefevezd
especially for smaller tax payers who are at the end of the value add chainofBhwoeie IGST would

have been paid but the credit would not have been taken since the tax payerwodile yieeir returns.

As and when they file their returns, this credit will also get utilizeith Véspect to compensation, Joint
6HFUHWDU\ 5HYHQXH GUHZ WKH DWWHQWLRQJRR®BH. RW& JZKHHU (
the details of compensation cess collected and compensation released have been shown since
implementation of GST till April 2020. In 2017-18, compensation cess collected was Rs.62,612 crore
while compensation released was Rs 41,146 crore. In 2018-19 the total compensation cess collec
was Rs.95,081 crore against which compensation released was Rs.69,275 crore. However, in 2019-20
the compensation collected (Rs.95,444 crore) was less than the compensation rekeas] 488

crore). Inthe year 2020-21 till April, Rs.1,135 crore has been collected under congpecessg while

the amount released in April was Rs.15,340 crore. Thus, so far, a total of Rs. 2,46,288<tmwen

released under compensation to all the States while the total compensation cess dillléqgigin

2020 was Rs 2,54,272 crore. Further, there is a balance of Rs. 8,013 crore in the attongesed till

April end 2020

6.1 Joint Secretary, Revenue then explained that there is the issue of IGST baROie-b8,

which has been under discussion in GST Council for quite some time. While from 20d&8etie

IGST is regularly being apportioned ad-hocbasis, during 2017-18, an amount of Rs.1.76 lakh crore

had remained un-apportioned and was devolved as Central revenue as per Finance Commission
formula. CAG, in his audit report has also pointed out that it should have been first apportiaaed on
hocbasis and State share from the central portion of IGST should have been given to States.

6.2 He then explained that the reversal of this transaction entailed four legs as follows:

a. reversal of IGST devolution

b. adhoc apportionment of the entire amount of Rs.1.76 lakh into SGST and CGST aisé rele

of SGST amount to States

c. UHOHDVH RI 6WDWHVY VKDUH IURP &*67 DQG

d. reversal of compensation amount due to (b) above
First leg pertains to reversal of IGST amount devolved during 2017-18 to the entiteoéXRerl.76
lakh crore. Once it is reversed, the total IGST of Rs 1.76 lakh crore will havedigitbed into two
halves of Rs 88,000 crore each between the Centre and States/UTs. Since the CGS$ pentiici
revenue, 42% of this will be devolved to the States. Remaining Rs 88,000 crbbe sipplortioned to
the States and consequently the compensation which was released in 2017-18 would be@sme exce
and a part of it, depending on recalculations, has to be reversed. Becauseetlieve legs to these
transactions, some of them are releases to States and some of them are reveraaksftoefiates
done previously and it has to and fro releases of funds, this transaction was broken into two parts. One
having no net cash outgo and other will have cash outgo. It needs to be appreciatddethe
amount pertaining to a, b and c above are settlements between both Consolidated Funds efdCentre a
States the reversal compensation at d above will be credited to the Compensatioh Wwilinglot go
to the Consolidated Fund of India because it was released from Compensation Fandséls the
transaction has been split up into two parts. The first leg of the tremmshaving no cash implication
has been carried out in the month of May 2020 and the net implication has beesd eifebly
transferring Rs.33,412 crore from CFI to Compensation Fund in the month of May 202@mhin
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was used to release compensation due from December 2019 to February 2020 of Rs.36,400 crore in
May 2020. For the remaining leg of transaction, for some States there will beebeasé from Centre

to States and for some States, there will be a reversal of compensation vdriatagh basis which

will be done in due course. Joint Secretary, Revenue further explained thah#ging legs of this
transaction can be carried out after detailed deliberations in the Gripistiers constituted on this

subject matter. The compensation for March 2020 will also be released in due tomasebe noted

that while the compensation required for the months of December 2019 to March 2020 was about
Rs.12,500 crore per month, the compensation requirement in current year will be compamativel

higher due to lower GST collections during the current year.

6.3 Joint Secretary, Revenue then highlighted the trends in monthly revenue since the inteption o
GST till the first two months of the current financial year as showrgurds 2 and 3 of the Agenda
Note 2. He stated that the revenue trend in the previous financial year hasrblen coaster ride.
The year opened with a good growth rate of 10% but the growth rates came dowrtlitater part

of the year. The revenue in the months of September - October 2019 and March 2020 haagalisen n
vis-a-vis the corresponding months in 2018-19. This growth again recovered to 8 to 9% dunting) m
of December, January and February. But mainly because of COVID issue, in the montbhoitt Kédl
down to minus 8%. In the current year, the collections were Rs 32,172 crore iarkpRIs 62,151 in
May. Since certain return filing was deferred during the current yeacawexpect more deferred
revenues. The State-wise details of gap between the protected revenue and thdeposhtsgtoss
SGST revenue (includingd hocsettlement) for the period April to March in 2019-20 as compared to
the corresponding period in the previous year has been shown in Table 4 and dyapHigaire 4.

The trends in return filing are shown in Table 5 while the State-wise dedaisbeen shown in Table

6. He highlighted that the return filing (GSTR-3B) till due date for thatims of March 2020 and April
2020 were only 6% and 8% respectively mainly because of the deferral and COVID benefits given.

6.4 7TKHUHDIWHU WKH +RQTEOH &KDLUSHUVRQ LQYLWHG FRPP!
&RXQFLO 7KH +RQTEOH '"HSXW\ &KLHI OLQLVWKNWRIB/ MHNKY VWDW
concerned the Union Territories of Delhi and Puducherry the most i.e. apportionment of balance IGST

lying in 2017-18 had finally been discussed in paragraph 6 of the Agenda Netstated that, on

behalf of Delhi & Puducherry, this issue has been raised repeatedly, even in peessivas with the
+RQTEOH 8QLRQ )LQDQFH OLQLVWHU DQG LQ WK HVGGIWRXQF Z6I WD
the prime losers in the devolution because they were not covered by the Finamsisst@mgrant and

therefore, did not get any money as a result of adoption of this modtl@meat. He stated that the

Agenda laid down the process involved in the reversal of IGST balance of Rs.1.76 lakiudrage

2017-18. While the Government of India had released Rs.33,412 crore from the Consolidated Fund of
India to the Compensation Fund, the remaining part of the reversal had been left todbd Ogci
GHOLEHUDWLRQV LQ WKH *URXS RI OLQLWWWWH U R 07 KIHR QR/QULE/DXIW
said that he had been raising this issue in the various GST Councihgsestid was now requesting

GST Council to provide due share of Delhi of Rs.3200 crore. According to #ieulation Delhi

would have got about Rs.3700 crore out of the IGST lying in balance at the end of 2017-18hiAs D

would be required to return about Rs.326 crore which it got from Compensation Fubd|ahes

amount of Rs.3200 crore ought to be released to Delhi. In view of the Covid-19 pgridemrevenue

resources of Delhi have been adversely impacted and the Government is féicinigydii meeting its

statutory obligations including salary of its own staff. While an appropriatsidegin this regard, will

be taken by the GST Council based on the recommendations of the G KH +RQYTEOH OHPE
requested that the Council may approve to release this amouatl droc basis which can be
subsequently settled along with revenue of the remaining States. The process ladtdevAgenda

Iltem No.2 needs to be carried out; however, this would involve deliberations inoWMea@ also
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calculations of excess/deficit pertaining to the different States. Sinceotrexritnent of India had

already carried out the first leg of transaction by transferring Rs.33,4¥ fooan the Consolidated

Fund of India to the Compensation Fund, it was requested that the settlement of amaimirgpéot

Delhi and Puducherry may be delinked from the overall reconciliation exercise. Hetedghes the

decision to release this money of Rs 3,200 crores may be taken at the earliest so ¢chatgbeégome

timely relief on immediate basis. Moreover, this amount is due to Delhi. He agaththeyCouncil to

approve release of the due share of Delhi and Puducherry towards the IGST settlaainimgpr the

year 2017- VXEMHFW WR ILQDO DGMXVWPHQW DV ZLOO EH GHFL
recommendation of the GoM constituted for this purpose.

6.5 7KH +RQYEOH &KLHI OLQLVWHU RI 3XGXFKHUU\ VXSSRUWHG 2
Deputy Chief Minister of Delhi that as both the UTs are not covered by the devolutiom lefhance

Commission they did not get what was due to them on account of settlement from IGST sincd the f

was transferred into the Consolidated Fund of India. Several rounds of meetings Wemdiadst

ZKLFK RQH ZzDV KHOG LQ WKH SUHVHQFH RI BR QUBRGIH G QVIRMW) VKDL
will be resolved. Puducherry and Delhi are considered to be States under the GST Aaird, Huert

are entitled to compensation like other States. Sometimes, the apportionteabvse done. Looking

into the situation, after considering the compensation that has been mademibaeys are due to
Puducherry and Delhi, it may be given. In case, the payments were excess, definitelyulldyave

to reverse. Therefore, a final call has to be taken on this.

6.6 7KH +RQTEOH OLQLVWHU IURP 7DPLO 1DGX VWDQWHIGY WXHIDW K
of IGST settlement for the year 2017-18 to kind attention of the Council. Gfbgp of Ministers

constituted for the purpose of examining the issue of IGST settlement had conveeetirey on

18.01.2020. No decision had yet been taken to release the pending accumulated IGST for the year
2017-2018 amounting to Rs.4,073 crore to the State of Tamil Nadu. He alsogddbhesGoM to

work out a regular system of apportioning the surplus in the IGST account #mdBigites and Union

Territories in accordance with the principles laid in section 17(8)eofGST Act. He also urged the
+RQTEOH FKDLUSHUVRQ WR PDNH HDUO\ UHOHDVH RI SHQGLQJ FI
year 2018-19 and Rs.1,101.61 crore for the year 2019-20.

6.7 7KH +RQTEOH OLQLVWHU IURP :HVW %HQJDBO XgdliHhdtdHG WR W
discussion arising out of the CAG report relating to non-settlemeng dbflance amount lying in IGST

account of Rs.1.76 lakh crore was included in the Agenda Note 2. Out of Rakht8dre, Rs 88,000

crore is for the SGST. He drew attention to the CAG report which also Biatestate share of central

portion of IGST should have been given to the States. That amounts to Rs 88,000erara@s also

very happy to note that an amount of Rs.33,412 crore had been reversed and the States compensated.
He made an appeal that the balance amount of about Rs.54,588 odd crore which is due to the States
should also be released early. His appeal was that, Rs 54,588 crore whickoishéuStates may be
immediately returned to the States as per the formula, It is lying in the Consolidated Fund of India and

it should be drawn as per the recommendation of CAG as well as the Finances€iommSince
compensation was also referred to in the presentation, he submitted thaattdmgegpmpensatioras

far as West Bengal was concerned, they were required to be compensated by an amount of about
Rs.5,630 crore till the month of May 2020. He enquired whether all States across thealongtwyith

WKH +RQYEOH 8QLRQ )LQDQFH 0 htthad hMéehladimiRed @Qlady HKFAGGEd W KD W
already spoken on this subject), can it be reversed. Already Rs 33,412 crores had bdari paid.

54,588 crore remains to be paid. He enquired whether a decision on tles caatbe taken on the

same day. This amount of Rs 54,588 crore can be reversed and be paid to thé&48tatated that he

will speak on compensation later.
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6.8. 7KH +RQYEOH "HSXW\ &KLHI OLQLVWHU Rl %LKBHQWDBWM/RQ W
Fund was Rs 8,013 crore. Now, there is a balance of Rs 5,000 crore at the end 20ZpriDuring

the month of May 2020, another Rs 7,000 to 8,000 crore would have been collected in the campensati

fund. So the total balance would be around Rs 12,000 crore Since every State needslvevenine

epidemic, he requested that Rs 12,000 crore can be given to the States immasliedeipensation

IRU PRQWK RI ODUFK 5HIHUULQJ WR WKH VWDQNBPHGGW RW bR
that out of Rs 88,000 crore of CGST revenue, the States would get 42%vwhitlofis around Rs

36,000 crore. Already Rs 33,000 crore was disbursed which means that only Rs 3;@08raein.

7KH +RQYEOH "HSXW\ &KLHI OLQLVWHU WKH Q X@OHKUR/EG 8 UGHHD WK Yl \
2017-18 about 46 lakh odd dealers had filed their annual returns. Regarding the reconciltaticenst

out of 12,42,000, already 10,00,00 have filed their reconciliation statements. He urgeaifed det

scrutiny of the big tax payers among the 46 lakh dealers who filed theingetde requested that

instead of ad hoc settlement, even for 2017-18 it will be better if the Couwaesilfgr final settlement

for year 2017-18 He is chairing a GoM on IGST settlement but due to Corona pandemicdhetoul

hold the meetings but he assured that he will hold a meeting soon regdnreli@@17-18 IGST

settlement. He urged the officials that the entire data of 2017-18 shoulcrdimized thoroughly,

analyze the entire data and examine from every angle to be placed before the Ga@\toihplicated

process since there is reversal adjustment and some States get money whileretiepposed to

reverse. The officials should prepare a note and circulate it to the States and comments from States are

to be invited which would be taken up by the GoM in its next meeting.

6.9 7KH +RQTEOH OHPEHU IURP .HUDOD DSSUHWKDW H&R QWKW W.DQ @
issue regarding outstanding IGST money which went into Consolidated Fund of India. But I thoug

some additonaLQWHUYHQWLRQ LV UHTXLUHG -XVW OLNHKHRGIEODBD OL
need for additional transfer of money to States. Rs 1.76 lakh crore was@mmbds per the Finance
Commission formula where only 42% was apportioned to State. As per rules,sBtailgs have got

50% SGST and 42% out of the remaining 50% which turns out to be 21%. Hence, 71% alieuld h

come to the States. As of now, only Rs 33,412 crores have been transferred frQml ttee
Compensation Fund. Remaining Rs 17,000 crores have to be released immediately.

6.10. 7KH +RQYEOH OLQLVWHU IURP 7HODQJDQD XQGHHQKRIUHG W
performer in GST and they had not required any compensation in 2017-18 and 2018-19. Inrihe curre
financial year also apart from the North-Eastern States, the State of dredanad the least revenue

gap as can be seen in Table 4 of the Agenda Note, of 11.5%. He requested that IS8dnseitt of

the balance at the end of 2017-18 in respect of Telangana should be done immediately as no
compensation had been claimed by Telangana in 2017-18 and 2018-19. Further, the compensation
requirement in the current fiscal should be released immediately because wamelesperately

required to fight Corona pandemic.

6.11 The HofifEOH OHPEHU IURP .DUQDWDND VWDWHG WKBW ORW |
necessary on the issue of unapportioned IGST during 2017-18. Some States will gasrekgrthise

and some States have to do the reversal. Therefore, which State stands ®TgeppGrtioned and

which have to do the reversal has to be calculated properly and opinion of Statesleatakem on

these calculations. These details can be worked out by the department and mayitbedstabthe

GoM. The exact position of each State should be made known. States which have got more devolution
would get less compensation while some States have got more compensation. This willlineste a

effect on the finances of the States. He requested that this matter may be refe@eitavhich can

have the detailed calculations. The reversal of money should not be conducted in oireaggbaish

manner. The GoM should also discuss how the reversal should take place keeping in @G@wlbe
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situation and State finances. Ultimately, the capacity of the State tegev@mportant and whatever
is due to the States, the formula of 50:50 for State and Centre and deval4t&3a from Central pool
to States should be strictly followed. Once all the figures are clear, tkee Gilitbe in a better position
to look into the matter and therefore should not be rushed through.

6.12. 7KH +RQTEOH OLQLVWHU IURP 3XQMDE VWDWHG WHKDW WKL\
Finance Minister of West Bengal was initially flagged off in th& &BT Council Meeting at Goa by

6WDWH Rl 3XQMDE 7KH +RQTEOH 8QLRQ )LQD@WR WWQIW WE W LNJLH
DQG VXEVHTXHQWO\ WKH *R0 ZDV FRQVWLWXWHGL V¥ KBMW MR BBH+
resolved. He saw this in State of Punjab as well that because of the COVID iepajeart from the

Health department, every other department in the State seems to go into hibermégids.altime

where he thought every department of the Government, whether State or Union, neegdlyonaork

over time, these are the times which brings out the character of the natitmlaaders. He felt that if

this can be resolved quickly, then we can seize opportunities. Our competitich soutries like

China & Korea. This matter has been pending since six to seven months. These ardiomasstai

the nation and he emphasized that there is a lot of pain. People lost livegelihddds. He felt that

this epidemic has set the nation back by a number of years and he hoped that &cavebed quickly.

+H XUJHG WKH +RQYEOH 8QLRQ )LQDQFH OLQLYVWHWHKHWR WHGV R
lightening.

6.13. 7KH +RQYEOH OLQLVWHU IURP +DU\DQD VMIDW IBEG QN KTDVE AGXHH Q
the Agenda. The compensation cess collected for 2018-19 was Rs 95,081 crores and for 2319-20 w

Rs 95,444 crores. However, in Table 1, there is a difference regarding the coiopeses figures.

He thought that the figures add up to Rs 97,369 crores for 2018-19 and Rs 98 7@89f@0. He

further added that as emphasized by all other State Ministers, every Staliedsiged of funds to run

their business and the Rs 55,600 crore which need to be given, if expedited, Sthedwva better

shape to function. In case, the States have to reverse some money that canteeé adjire
compensation that needs to be given to the State.

6.14. 7KH +RQTEOH OLQLVWHU IURP *RD VWDWHG WRKLMW WXHRWIKH
troubled times. He is an optimist and looks at it as an opportunity to come out and coraé. dititw

of box solutions and more money are required to work but now it is a casifficient money. His

humble suggestion is that while all States desire compensation, the compensasoppegsd to be

given only for five years, there was debate whether this time period should lex fxtbnded. He

knew that ultimately, the States would have to stand on their own feet and compensatidreaomiel

something of the past. He urged that what is due to the States should be given Heickbde an

important point that Goa depended on mining and tourism. Mining has been closedribwaiso

tourism has totally collapsed. There are no sources of money. Goa have not receivechangaioon

since March (it is about Rs 743 crore, had they received that amount, they would havesbleetter

position), Goa now is landing into a debt trap. To prevent this he requested that Stasks are to be
ORRNHG DW GLIITHUHQWO\ XOWLPDWHO\ IXQGY DUH JRLQJ WR EI
was kind enough to give it as per the requisite formula, irrespectveeather they are big, medium or

small. If there was a formula wherein it involves only a few hundred crores, if éevebrlier, the

smaller States will not land into debt traps which will be difficult toaygtbecause of the very reason

that they are small. For example, for Goa, mining and tourism are closed, they have nof$ondse

and therefore they have to look towards the Centre only, At least wiha¢ i® them being smaller

States, the smaller amounts can be given to them earlier than the bigger Statéserdraints are

big which are rightly due to them which they also require. Cry of smallexsSslike the cry of a small
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baby and therefore they should be heard first. His humble plea was that if theywémmdmiounts
earlier, they will not land into debt trap.

6.15 7KH +RQTYEOH OHPEHU IURP 8WWDUDNKDQG H[SUHVMHG KLV J
DQG +RQTEOH &KDLUSHUVRQ IRU WKH ILVFDO SDFNDJH BRQRXQF
grateful that compensation of Rs.850 crore had been released to his Sket@ériad December 2019-

February 2020. He highlighted that Uttarakhand was also a small State and was dependent on tourism

for revenue, both religious and general. However, as both were shut for the nterentas shortfall.

He requested that for the month of March 2020, the compensation of UttarakhBs®B@2 crore

should be given.

6.16 7KH +RQTYEOH OHPEHU IURP 2GLVKD H[SUHVVHGHOWHIRDW LW
GST compensation for the period of December 2019 to February 2020. He further reqaestedeh

the certified audit report of Principal Accountant General Bhubaneswar, Rs.456 asataevto Odisha

as compensation for 2018- DQG WKHUHIRUH WKH +RQYEOHe&QdedqQughLQDQFH
to release the amount.

6.17 7KH +RQTEOH "HSXW\ &KLHI OLQLVWHU RIKREWDRDWVYKW D W/HG
at a time when the income of the Central Government was low and all the i&a¢esr need of

financial aid, the Central Government had released compensation He furthéneli@ention of the

Council to his plea made during the™38ST Council meeting on ¥4viarch 2020, which was also

made by some other States, about the wrong use of C Forms causing loss of CSTtoexnsmye

States. He requested that there was an urgent need for amendment in the CST Act, 1956 to prevent the
wrong use of C Form. He, therefore, suggested that the Parliament should introduocenaehiilately

to amend the CST Law in its next session7TKH +RQTEOH OHPEHU IURP 2GLVKD VXS
WKH +RQYEOH OHPEHU IURP *XMDUDW IRU DPHRQ@BHYW RI1 & KR USPE

6.18. 7KH +RQVPH®HEHEHU IURP +LPDFKDO 3UDGHVK H[SUHVVHG KL
Chairperson for release of Rs. 612 crore for the period December 2019 to FebruaryAR0P@.

revenue of Himachal Pradesh is basically dependent on tourism and mining, tatictofwere

suffering due to the pandemic, he requested that the amount of Rs.216 crore compensatioofbh the

of March may be released.

619 7KH +RQYEOH OHPEHU IURP :HVW %YHQJDO VWDONHG WK X WHK/H
since he was looking through the tables once again. Out of Rs 1.76 lakh crore, 42%cdeivahsiates

to Rs 73,920 crores which the States have got. He requested that for bettamandiderst was

necessary that the officials concerned presented a matrix to the Council showieglaliails of this

transaction. States did get 42% because of the devolution which was Rs 73,920, quoestibe is by

what matrix this devolution happened since there may be some corrections that meaquifeel @and

requested that some light may be thrown on the remaining quantum which needs to be thieen to

States. Some StatesLOO JDLQ PRUH DQG VRPH 6WDWHYV ZLOO JDLQ OHV)
formula and some corrections may have to be made. He requested Joint SecretatmebDepér

Revenue for the matrix used and details of the amount still remaining. He also pointed out that Table 3

of the Agenda needed a bit of correction since balance quanta carried over aeserdt pgre agreed

with Dy. CM of Bihar that the balance as of now is Rs 8,013 crores and some more lna¢ghe
accumulated. His understanding that it would be close to Rs 30,000 crores but he wdald/ék and

understand better what has been devolved, what is remaining and what would be caofection
devolution formula vis a vis the scenario where the amounts would not have been sent to Consolidated
Fund of India in that manner and the ad hoc settlement the States would have got.
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620 7KH +RQTEOH &0 RI 3XGXFKHUU\ VWDWHG WKDW 6WDWHYV KI
because GST collection has been less and sometimes there were delays iiahstfibampensation.

This period is critical to both Govt. of India and the States because Qfotlema pandemic. The

+RQ EOH &¢KDLUSHUVRQ KHDUG WKH YLHZV H[SUHV&WBWHVWKUIH+
mainly depending upon the revenue share for purpose of various expendituregnehetfare

schemes. This is the time when every State is fully concentrating on cogt&lQiVID-19. The
Government of India and Governments of States are collectively working to ensure aeppiot

affected by COVID. India is one of the few countries, thanks to its leadership a¢ &catate level,

the loss of life is very minimal. Entire energy and funds of the State Govesnsentainly
concentrated on containing COVID-19 in their respective Stag8. PHQWLRQHG E\ +RQYEOH
from Punjab, some of the departments are not able to concentrate and the focus is angcGRSID

in their respective States. This being the situation, smaller states araffeoted. He requested that

timely payment of compensation amount was critical though the limit of borrowinte [8tates has

been increased from 3% to 5%. There are several conditionalities attached to the entraossay.

GST Council can decide on market borrowing at the Central Government dewblef purpose of
compensation to States. Otherwise, ways and means have to be found out. All States are dependent on
revenue collection for purpose of augmenting revenue and expenditure. Smaller Stateseare mor
dependent on the same. Further, UTs with legislature like Puducherry and Delhi do 4ic¥ogeft
UHYHQXH VKDUH DQG RQO\ DQRG WKHUHIRUH WKHARIKQMEKMHEHHQ
Minister from Goa that tourism was a focal area which is lost and inflow of people has been contained

for the purpose of avoiding the spread of COVID-19. The businesses are gomdgtumtwo and half

months of lockdown paralyzed the economy of the State. He once again requested that magsiand

have to be found out to distribute compensation to the States timely He highiéghted that as the

return filing has been deferred, the apportionment of IGST could not be donatisdtko one reason

why they are unable to claim compensation. Therefore, GST Council needs to think ang eathe

a solution for this.

621 7KH +RQTEOH &KDLUSHUVRQ WKHQ DVNHG -RLQWWRRPNMKHN/ DU
TXHULHVY REVHUYDWLRQV RI WKH +RQTEOH OHPEHUV -RHQW 6HF
would explain the broad number to the Council and table the detailed numbers before thesGoM. A
+RQTEOH OLQLVWHU IURP :HVW %HQJDO KDG SRLQQW NG RXW 6WI
crores of devolution in 2017-18 which has to be reversed, and Rs 88,000 crores shoulddie sett

States as SGST portion. They will also get an additional Rs 37,000 crores of Rs 8&,880vbich

the Centre gets from Rs 1.76 lakh crore. Since the States get Rs 88,000 crores dqRS@&RTO0

crores worth compensation has to be reversed. The net impact of allatosinsgl Rs 11,000 crores.

Instead of carrying out all these transactions which will entail reveradditional compensation from

some States, and release of funds to other States, only the zero cash component on tlom twaassact

done so that money could go to compensation fund. This has been broken such that Rs 67,000 crores of
devolution done in 2017-18 has been reversed. The Rs 37,000 crores devolution of Rs 88,000 crores is
done but the SGST portion given is not Rs 88,000 crores but Rs 64,000 croresvdiisal rof
compensation is not Rs 46,000 crores but only Rs 33,000 crores. The net component of this Rs 33,000
crores had been transferred to the fund. The Rs 33,000 crores figure is afreatittus debit and
creditcalculatRQV $V +RQJYEOH OLQLVWHU KDG UHTXHVWHG RWKH HQWI
and explain how the calculations work so that it can be taken to its logical conclusimthér stated

that difference between Table 3 and Table 1 was on account of the fact that Table 1 shayesist

collections, Table 3 showed the net of refunds collections which accrues to the compensation fund and

for comparison of trends in revenue the gross figures are utilized. He explainedcedieor

automobile are exported then compensation cess levied on the same are requiretutaled from

the compensation kitty. He clarified that the balance in the fund R$80,000 odd crores. He further
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clarified that as on April 2020 the balance of compensation fund was Rs.8,013srexplained in

paragraph 7 of the agenda Rs 33,000 crores were transferred and Rs 36,000 ceoreteased.

Because of this transaction, only Rs 5,000 crore would remain as balance. For montt202Make

net collection would be around Rs 5,000 crores. So, as per his information éfigirtakaccount the

collection under this head in the month of May 2020 there would be a balance amosirdiOgd® in

WKLV NLWW\ +RQYEOH '\ &0 RI "HOKL HR Q Xdird)Hehi BinceVD&EhIZKDW ZLC
and Puducherry were outside the Finance Commission devolution and the adjustments did not happen.
-RLQW 6HFUHWDU\ 'HSDUWPHQW RI 5HYHQXHWDHE B G HWEGK\L WDW KBV
compensation of Rs 326 crores, the adjustment on behalf of Delhi resulteshsfet of fund to
compensation fund and Rs 3,400 crores that Delhi was supposed to get will be transtbeenit

OHJ RI WKH WUDQVDFWLRQ VLQFH LW LV DUARDNXH svaiHBQh&¥p- W L R Q
are short of funds, this process may be expedited. The Secretary to the Council statgtt&otide
&KDLUPDQVKLS RI '\ &0 RI %LKDU ZRXOG EH UHTEOWWH® WRV H DY/
requested, the full matrix of devolution to States, the formulae utilizedntbent of credit and debit
transactions that should happen as per the four legs mentioned earlier pléitba before the GoM

and full settlement will be done. He further stated that the detailed exercigd have to be carried

out to work out the reversal by the States and the additionalities thaigaieed to be given to them.
+RQYEOH '\ &0 RI '"HOKL VXEPLWWHG WKDW GHWDDLBOIGQ & D/DKEK O
figures before the GoM might take time. Meanwhile, since the case of Ddimiicat, after adjusting

Rs 326 crore compensation, Rs 3,400 may be transferred to Delhi for which GoM is not required

622 7KH +RQTEOH OHPEHU IURP .DUQDWDND VWDWHG&\WKIDN RQF
officials and placed before the GoM then the States should be given thekeinl@t@dvance and they
VKRXOG EH JLYHQ DQ RSSRUWXQLW\ WR SUHVHQW RQHEDW YLH
&KDLUSHUVRQ VDLG WKDW RQ WKLV P bMistéid,she vduld/gobyithe WHG E\
calibrated way which Shri. Sushil Modi, Dy.CM of Bihar explained that a comg&tteled matrix,

payments done, what will be the give and take which has to happen and so on should be sent to every
State and its team of officials. The States may raise all their respective queries aapliés from the

Department of Revenue may be sent to the respective States. These will be compilduvaned to

the GoM. The GoM can take a look at it and then the Council can have a congilet qf it in the

QH[W VLWWLQJ RU ZKHQHYHU WKH *R0O LV UHDGI\OKRKHR @RI TEXDH. C
requested that the case of Delhi and Puducherry should be delinked because they dichypaingeant

on account of devolution of IGST by the Finance Commission formula and that thewiliageto

reverse the compensation given to them.

623 7KH +RQYEOH OHPEHU IURP .HUDOD VWDWHG ZK H@® WH UWS®R\N H
to 2018-19 GST reversal alone. But in the last GST Council Meeting, it was decidékthatill be

a elaborate and whole session devoted to compensation issue. He stated tivastha@azuirement to
have a much larger debate on compensation and the Council should not restricoitdgliite reversal

of the IGST amount. He highlighted that the GST collections in the months of Agaly 2020 have
fallen to about 50% of the normal collections. This could improve sligfulyit will be much lower
than the 14% increase that was envisaged at the time of inception of GST @ulitled needs to
discuss how to finance compensation. He highlighted that the compensation syskeuh ker a
contra-cyclical economic grant, i.e., when revenue collections sink, the expenditure nbedcubt
since there is the guaranteed level of revenue. If the stand is that #sfates to be compensated
only from what is collected in the compensation cess then current fingeaialvill end with only
about 10% - 15% of the compensation due being paid and therefore Council has to deciiehasvy th
to be financed. The proposal before the GST Council months before the pa{sS&jelaw was that
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the Council should borrow and pay. He, therefore, urged that GST Council should bmrpay
compensation to the States and recoup the money by extending the period of compensation cess.
He requested that this may be discussed and a decision taken since this ipaganinEvery Finance
Minister has stressed the dire situation of State finances. The conditiomgstga@ccentuate in the
coming months and therefore, this issue must be placed on the table and be discussed.

7. For the Agenda item 2,the Council took note of the same and the suggestions made by the
+RQYEOH OHPEHUYV

Agenda Item 3: Issues recommended by the Law Committee for the consideration of tEBST
Council

8.1 The Finance Secretary invited Shri Manish Kumar Sinha, Joint Secretary,| TiRtdke up
the Agenda Item No. 3

8.2 The Joint Secretary, TRU-II (JS, TRU-Il) initiated the discussigth a presentation
(Annexure 3) by stating that some of the Agenda Items are technical in nature, and thanhenwdn
the same and seek approval of the Council. Introducing Agenda Item 3(i) relatingetmment in
CGST Rules to prescribe the rates for Composition Scheme under Sectiol, JE2ARU-II stated
that Rule 7 of CGST Rules needs to be amended because 6% GST Ratmpasi@ion scheme for
services (turnover up to Rs. 50 lakhs) was implemented through exemption notificatierwre.f.
01.04.2019 as at that point of time provision was missing in the GST laws.

8.3 He further stated that Section 10(2A) was enacted as part of Finance Act 20tfifedl

Now as the law had been amended, rule was also required to be amended as the réity spsaifEed
through exemption notification. He proposed that Rule 7 of CGST Rules, 2017 be amended w.e.f.
01.04.2020 to prescribe 3% rate for such supplies by registered person opting to pay tax uoder secti
10(2A) which was a change of technical nature.

8.4 7KH +RQYEOH OLQLVWHU IURP 7DPLO 1DGX WEHKPHHEWLYW I
submitted that they generally agreed to the proposals to amend rules for Compasjtayers for
small service providers under a separate entry in the rules.

8.5 The JS, TRU-II then took up Agenda Item 3(ii) relating to propos@dgoance of Removal of
Difficulty order for extending the time limit for revocation of calfaton of registration. He stated that

the Council in its 39th Meeting held on 14.03.2020 decided that for the registration ¢emcetiders

passed up to 14.3.2020, the aggrieved was allowed to file application for revocation of cancellation till
30.6.2020 but the decision could not be implemented because Ministry of Law had raised some issues
regarding Removal of Difficulty order and its scope. The same has now been sorkéith tloe Law

Ministry and therefore date of implementation needed extension by three nktenfireposed to allow

filing of application for revocation of cancellation till 30.09.2020 for a# tancellation orders that

were passed up to 12.06.2020

8.6 7KH +RQYEOH OLQLVWHU IURP 7DPLO 1DGX R&tiensish®rWKDW Kl
revocation of cancellation till 30September 2020.

8.7.  Taking up the next Agenda Item 3(iii) relating to notification of provisionseoFinance Act,

2020 amending various sections of the CGST Act and the IGST Act, JS, TRU-Il thi@tddr the
amendments made in CGST Acirpmateriaamendments needed to be made in SGST Acts too. Most
important of them is in relation to power to issue Removal of Difiesilorder which is valid for 3

years from the appointed day i.e. till 30.06.2020 and after 30.06.2020, these powers will come to an
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end. He stated that therefore, the proposal was to notify Sections 130 and 134 & Reta2@20 to
come into force on 30.06.2020 so that powers will be available for 5 years B8.@#.2022. Power
was needed for five years as it was also co-terminus with the periathfch Centre had to pay
compensation. He further stated that Sections 118, 125, 129 of the Finance Act, 2020 mayi\&so be
effect on 30.06.2020. As this was having pari materiaimpact on SGST Acts, he stated that this
portion of the agenda was of technical nature and be taken note of and appreiech the Council
agreed.

8.8. 7KH +RQTEOH OLQLVWHU |URP with rega@ tb BreXdriaextoPStae\BSTG W KD\
Act with reference to Finance Act No.12 of 2020, they wished to state that as the Sttdutegivas
not in session, they would issue the same by promulgating an Ordinance early.

8.9. On the second part of this Agenda he stated that there was a need to prescrilss agtioae

the recommendations of the Council requiring law amendment were implemented from a given date or
within certain time frame as CGST Amendments and SGST amendments take time. Tiesser Sta
Centre who do the amendment later than the given date may do it with retrospféetiveoethat the

date of implementation of decisions of Council gets frozen.

8.10. To this the Finance Secretary added that this had caused certain litigdi®iCoutt as the
decisions of the Council could not be simultaneously implemented through notificatamendments
by Centre and all States, taxpayers try and take advantage of the same. Henfipttlasiseed that once
the Council recommends certain amendments to be made in Central Act as watea&cs, the
amendments should be carried out as early as possible and particularly now, as dulbtd & @hére
will be problems in holding sessions of the Parliament and the Legislature, thérdgfer€ouncil had
taken decision then even an Ordinance could be considered so that our tax revenwtegétd jpis
many of the amendments made, actually protect our tax revenue. If the amendments easréedot
out expeditiously then many of these matters would end up in litigation and Coudkaan adverse
view because of the differences among various Acts.

8.11. The JS, TRU-II stated that for now the Council may only consider the same and neeal not tak
any decision as this may require detailed discussion which may be taken up datde@ing the
paucity of time, the Council agreed to take up the matter in subsequent meeting(s).

8.12.  Proceeding with Agenda Item 3(iv) consisting of two parts the JS, TRKiflgtup the first
part on the issue of interest and late fee where the specified déitimdoreturn (staggered up td"6
July) is breached stated that in light of the situation emerging out ofl@8vcompliance relief as
detailed below had been given to all taxpayers for the returns of February, Madsbrih@020 tax
periods

X Late fee waiver and 15 days interest waiver with lower rate of int@68b beyond that for
taxpayers having turnover > Rs. 5 Cr, if returns filed up thZ2whe 2020.
x Late fee waiver and NIL interest for taxpayers having turnover < Rs. 5 @tuihs filed by
the specified dates (staggered up'tdély 2020).
He highlighted the issue as per the relief granted as d@bat/avhere the return is not filed by specified
date(s), for the entire compliance delay, interest at 18% will be charged with late fee and thefwaiver o
15-day interest and late fee shall not be available. He requested that view mayel&dsn as to
whether to allow some soft landing to these taxpayers who are not able thevelief granted as per
the conditions of the package. He put forth the following options pertaining to the issue:

A. Allow the scheme to continue the way it was decided, without allowing anyifgdfiéanding.
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B. Extend the reduced rate of interest at 9% till the date of filing of return witlatelfee.
C. Extend the reduced rate of interest at 9% till the date of filing of return with neéate f

He further stated that this is one decision point; the second decision point is vthistseft landing
should be given to all the taxpayers or to the small taxpayers only.

8.13. 7KH +RQYEOH 'HS Xaid th& Be wabOflOhinion that it was good to be as soft/ lenient
with the taxpayers as possible but two important factors needed considerasgmefAgnue position

of the States where salaries had to be paid and medical expenses to be met. Ssdonahaerstand
GST was not direct tax as income tax, where one is earning Rs. 100 and had to give someafhare ou
that. It is like one has sold an item worth Rs. 100 collected Rs. 112. Rs. 12 being the é&accioll
March from the buyer on behalf of the Government and is already lying with tleg;seateover, State
revenue was also down. Now to pay this tax, time of April and May was given becdosledofvn.

After duly considering these two factors we can be soft with small taxpayers.

814. +RQYEOH 'HSXW\ A &tateR tha phr&podal was good and we should provide to
taxpayers. Till the time previous returns were not filed, taxpayers would not beodiks their
subsequent returns. Earlier also such kind of incentive was provided and if suctiomelesxgiven
again then we will get revenue which is otherwise blocked. He further statedlitfapertaining to
ceiling of Rs. 500 for every delayed return statement should be given to botlastnalige taxpayers.

It will give us additional revenue and pending returns will also be streamlined.

815. )LQDQFH 6HFUHWDU\ VWDWHG FODULI\LQJ WKDW ZKDW WKH
separate Agenda Item regarding the returns which could not be filed as previaus matlinot been

filed so far. This item is related to, when lockdown was started in March monthkiptbat was said

that the taxpayers are not able to contact their consultants and were notgalehedr returns fild.

Therefore, the relaxations were given. Now, lockdown has been lifted and taxpayerdloain iggtirns

filed. Taxpayers were even generating 10-12 lakh e-way bills per day. Taxpayers wiot heeh able

to file their return by 8 July for Feb, Mar and April month are required to pay interest at 18% as per

the announcement made that time.

Current proposal is:

x First, whether to stick by decision as taken in March (as mentioned in option A above)

X Second, to give relaxation by changing interest @9% instead of 18% till the taxpayers file
their return (as in option B)

X Third, charge interest @9% + no late fees (option C)

x Fourth, whether to do this only for small taxpayers or for big taxpayers too

+H IXUWKHU VDLG WKDW DV VW DMheiGehue RA3 Nikder dtraid. IVeWavek: 0 'H O
only got Rs. 94,000 crores as GST revenue for the months of April & May. Usugallged to get more

than Rs. 1 Lakh crore in each month. Therefore, we need to take a balanced view coraidbeng

factors.

8.16. +RQTEOH )LQDQFH OLQLVWHU :HVW %HQJDABRGVRYH ® W KQBW
internet is working though not perfectly but working. Some offices have also opgodtle first

guestion is, should they be asked to file returns for past months, he thougbjtite reasonable as it

will kick start the process. Second was the interest rate they should pay? Prasasateduce it from

18% to 9% or no interest at all? He thought as this wasca majeureW KDW WKH WD[SD\HUV FR
the returns as entire nation went into lockdown so they could discuss whether to charge interest or not
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At this time, the important thing was to promote the return filing saddixas can come. Finally, on the

penalty, H ZDV Rl WKH RSLQLRQ WKDW SHQD O Worc¥ iidgeiran@ W EH WK
fault of the taxpayer. He added that they should be as liberal as possible so tirasthgs coming

which was the point made by Delhi as also Bihar. Further he added that hewiasfavour of

punishing the taxpayers by charging penal interest for not being able toefiteturns when entire

nation went into lockdown. He submitted that if small people could not file returns, sqmehbald

be given to them.

8.17. +RQTEOH OLQLVWHU IURP 8WWDU 3UDGHVK'N@/DIW H&. K\CKLD Y QK
West Bengal and requested to give effect to it as soon as possible.

818. )LQDQFH 6HFUHWDU\ FODULI\LQJ RQ WKH SRWesWBeddalLVHG E\
stated that issue is not about the interest of lock-down period, but they wviatethat if someone had

WR ILOH UHWXUQ E\ -XQH EXW FRXOGQYW GR VR BQW®W W®B® W
time then whether the interest for the period from June to December should be charged or ridt? He sa
WKDW DV QRZ ORFNGRZQ SHULRG ZDV RYHWQ B[WG\HDVRPW RVQIK O V|
November or December then whether interest should be charged or not? He furthehaidithekis

view, interest should be charged as if this interest provision was not liegretihere remained no

incentive to pay taxes in time. So the proposal here was that thealriRaie of Interest is 18%, should

they charge interest at reduced rate of 9% till the date of fiditugn from due relaxed date of filing
UHWXUQ 7KH VHFRQG SDUW RI WKH SURSRVMDHQZD\G WKWV ERSB \&
that time was already over. Lot of big taxpayers had already paid taxestthatitigne and that is how

Rs. 94,000 crores had come in the months of April and May. There should be no relaxatign for
taxpayers. Relaxation should be there for only small taxpayers and up to 9% rateresd we may

not charge late fees from them. This 9% interest rate will serve asatfitive for deliberately delaying

filing of return beyond July.

819. +RQYEOH OLQLVWHU IURP .DUQDWDND VWDWHERPWKDWRWKH .
9% was most welcome and as per options available, Option B seemed to be most apbeuatist

this deals with the post-lockdown period and for the taxpayers having turnd¥&r®trore and below.

Big taxpayers had already been given sufficient time as stated by Finance Sectetaforé, the

Option B was most appropriate.

820. +RQYEOH 'HSXW\ &0 +DU\DQD VDLG WKDW WKH\ KWGPWKUHH
during lock-down was fine but giving more time now was not appropriate as banksvisgdaan at

same interest rate. Second, relaxation should be given only to the smalletaxpay to the big

taxpayers as, if we start giving relaxation to big taxpayers also then there will be a major resgnue |

Third, on penalty he was of the opinion that it should be reduced because suchcapaemmforeseen

and it was the right time for the Council to take call on reduction of penalties for late filer

821. +RQYEOH OLQLVWHU IURP *RD VDLG WKDW CGORRNLIQW K\LK &K
Central Government for relief but at the same time the States should also be toakirnds revenue

LH KRZ WKH UHYHQXH ZLOO FRPH" 7TKHUH FRQHW 6P @OF WP $ DM\
should be given relief and Rate of interest should be reduced from 18% to 88énforAs far as the
pHQDOW\ LV FRQFHUQHG WKH TXHVWLRQ RI FKDUJRQHVSHQDOW
circumstance but nevertheless let us take a balanced view, so that revenue should also keep coming.

822, +RQYEOH '"HSXW\ &0 *XMDUDW VYiehDhat ddréady/ bebrviolldeted Bdn\L QJ W I

the customer, Rate of Interest should be NIL till June, from June to Septénsb@uld be 9% and

DIWHU 6HSWHPEHU LW VKRXOG EH DV WXD\HU DV RRQVSRFNHW H
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already beenROOHFWHG IURP WKH FXVWRPHU RQ EHKD®H RIQVRN UMY QW
rate to 18% and keep the same at 9% only, the taxpayers will use this money, interest being lesser than
bank rate. Therefore, it should be increased to 18%.

823. +RQTYEOH OLQLVWHU IURP 7ULSXUD VWDWHIDWED W ¥ H LARXD
Minister suggestions as Option B seemed to be good and balanced one. It will éoleadnhue
collection as also give some relief to small taxpayers.

8.24. Summing up the discussion Finance Secretary stated that there appeared to ba&l a gener
consensus for Option B but as Gujarat had suggested, reduced rate of 9% should only be difiplicable
September so that taxpayers should file their return by September and they showdttisiregenue.

The madified version of Option B as laid before the Council by the Finance Secretary was:

X Reduced rate of interest at 9% (excluding the lock-down period for whickshteould
be NIL)

X This reduced rate of 9% will be applicable upto September, 2020.

X Beyond September, 2020, interest will be charged at earlier rate i.e. 18%

X Same be applicable only for small taxpayers

JLQDQFH 6HFUHWDU\ VRXJKW FRQVHQW RI WKH +RQWOW KH RBEH W
Agenda Item.

825. +RQTEOH )LQDQFH OLQLVWHU :HVW %HQJDO LKDWQHW KBWWRIG
+RQJYEOH '"HSXW\ &0 RI *XMDUDW +H VDLG WKBWODVVSHN HH BU B P X
RQzZDUGV 7KH\ GLGQTW N Qéwh indukddend ExpiinantiahH-WveOnRd-taking place

DV KDG EHHQ WKH FDVH LQ RWKHU FRXQWULHYR®VIWKH\ XA\GWYR
September, it was too pre-mature to take decision for that period. Ratemlst at 9% for small

taxpayers from July onwards also appeared very stringent to him but he vimg wigjo along with

the decision subject to a review, that they should take a review of the decision sometimbéfoiel

applicable rates after September are decided. He accepted proposal from July onivandgested

withholding of any final decision on applicable rates post September stabgeeview of the economic

situation prevailing at that time.

8.26. Finance Secretary suggested that we could record it as a decision liluteveew the matter
in June end or July and if we find that the situation has changed then weodifl it accordingly to
which the Council agreed. Summarising the decision, he stated that till Septembéintaest be
charged at 9% and beyond that 18%, however this will be reviewed in July and ifithiesitvorsens
further, then they could further extend benefit of 9%.

827. 7KH +RQTEOH )LQDQFH OLQLVWHU :HVW %HQJDO DJUHHG WR

8.28. Proceeding with the second part of the Agenda Item 3(iv) JS, TRU-II statedighentire
discussion was thus far related to the first part of the said agenda \aitth reghe returns for the period
of February, March and April 2020. The second part dealt with the returtigefperiod of May, June
and July 2020. Briefly recapitulating the compliance relief that had been giahtéxpayers for
February, March and April 2020 tax periods as under:

x Late fee waiver and 15 days interest waiver with lower rate of int@®%t beyond that for
taxpayers having turnover > Rs. 5 Cr, if returns filed uptbe 2020.
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x Late fee waiver and NIL interest for taxpayers < Rs. 5 Cr. Turnover, if refiledsby the
specified dates (staggered uptbJély 2020).

He requested the Council to take decision on the compliance relief, if any, to be provalquhyets
for subsequent three months and brought forth following options for the consideration of the Council:

A. Extend relief package only for small taxpayers (aggregate turnover<Rs.5cr), urtlitméas
when the relief was provided to all taxpayers

B. Extend scheme for all taxpayers like past scheme for Feb, Mar and Apr, 2020.

C. No such scheme for subsequent months

829. +RQTEOH OLQLVWHU &KKDWWLVJIJDUK VDLG WaKisysvh H ZRXOG
Option A. He elaborated stating that they had estimated that around 80,000 small taxpaieise

benefitted (aggregate turnover < Rs.5cr) and the revenue loss was likelRged Bel3 Crore, so at this

juncture, we will be putting that much money in their hands for purchasing andbatinggito economic

activities. He also requested that decision regarding C-Form should be taien as possible. Further

KH WKDQNHG +RQTYEOH &KDLUSHUVRQ IRU EU whichthQdlgotSimfts KH LV V X
the Consolidated Fund of India for FY 2017- LQ *20V PHHWLQJ /DVWO\ KH VR’
&KDLUSHUVRQYfV SHUPLVVLRQ WR GLVHQJDJH KLPQHOQOWHURRI PF
Chattisgarh had called for a meeting in context of @D'Y9 activities. He said that the Principal

Secretary and other Officers will continue to attend the meeting.

830, 7KH +RQYTEOH "HSXW\ &0 RI %LKDU VDLG WKHW WKH\[WHQIG U}
package only for small taxpayers. He also said that for the months of Jidalgn2020 proposed

GSTR-3B return filing dates are very close for small taxpayers. For ahéhrof June the proposed

dates are 23 September and 25September and for the month of July the proposed dates @re 27
September and #%Beptember respectively. He suggested that there should be a gap of atleast 7 days
between the proposed return filing dates for the month of June and July.

831. +RQYEOH OLQLVWHU IURP *RD VDLG WKDW AN BverglRdO G DOVF
is expecting COVID-19 to be at its peak in June and July so it was the only feasible option.

8.32. Finance Secretary stated that as everyone consented we will go with OptioheAnfimnths
R1I OD\ -XQH DQG -XO\ DQG DeVepxtyl CTM \o\V\Bih&, the dudk (ateE @ill be
sufficiently staggered.

8.33. The Agenda Item 3(Vv) relating to the reduction in rate of interest on délagedf return to
9% for the entire Fiscal year 2020-21was not taken up as decision on redasdththalready been
taken covering period up to September 2020 and subject to review thereafter, hence thersiad A
Item was dropped

834. 7KH +RQYEOH OLQLVWHU IURP 7DPLO 1D G XhdppopdsaVinZhg LW W H Q
Agenda Item 3(v) was to defer GST payment for taxpayers with turnover Rp.%ocrore beyond

30.6.2020 till 31.3.2021, with interest of 9 percent. This rate of interest wastlmmemarginal cost

of working capital. Therefore, it was likely that this category of taxpayers vbeulempted to opt for
GHIHUUDO HYHQ LI WKH\ &urthkef fapea@d tetrrasVwould WriyQé&sHit in
indebtedness of the small tax payers. There was also doubt if they would be able to pay deferred taxes
with interest in one lumpsum after 31.3.2021. They therefore believe that tax defgrmbtrbe the

most appropriate way of supporting the small tax payers at this time of need. Moreoeer, Stat
Governments had already come under heavy financial burden due to steeply falling renenussd
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for financial resources to fight COVID 19. They therefore suggested that Gamromndia must
adopt other kinds of measures to help small businesses.

8.35. Proceeding with the last Agenda Item in Agenda 3 (vi) relatingduction in late fees for
FORM GSTR-3B for months from July, 2017 to January, 2020, a one-time reduction to clean up
pendency in return filing in GST regime JS, TRU-II stated thatitdsis was in relation to the small
taxpayers. In the initial part of the GST launch, many of them were not able to file theis rétsithe
return filing cycle in GST is such that the returns have to be filed sgallie many of the taxpayers

had landed with the situation that there was a string of return which they Haebnatble to file. Large
number of them will fall in the category where the amount of tax involved hambeauoach lesser than

the amount of late fees to be paid as the late fees per month is Rs. 10,0000tfilddf for 6-8 months,

the amount reaches to Rs one lakh whereas, the tax liability for the small taxpayeas ihonth may

be in the range of Rs. 2000-5000.

He laid before the Council following proposal:

One-time reduction in late fee on GSTR-3B returns of tax periods July, 2017 to January, 2020:
X Zero late fee for taxpayers, who did not have any tax liability for the said tax periods and wer
thus required to file NIL return;
x For others, reduce maximum late fee from Rs. 10000 (Rs. 5000 each for CGST & SGST) at
present to Rs 500/- (Rs. 250 each for CGST & SGST) per return.
X Such reduction would apply only if the returns are filled between 01.07.2020 to 30.09.2020.
+RQTEOH &KDLUSHUVRQ DVNHG IRU WKH YLHZV RI WKH &RXQFLO

83. +RQTEOH OLQLVWHU IURP *RD VW DWHe GroposaD Mé atldedMiaRIX O G JR
ZDV QRW DQ DPQHVW\ EXW ZKDW KH ZRXDW H® WKIBW AMO D RIXEHV K
revenue and increased compliances.

837. +RQTYEOH OLQLVWHU IURP 8WWDUDNKDQG HQiled theiHHax ZKHW K F
in time, will get the refund of the late fees paid.

8.38. Finance Secretary clarified that this proposal is about relaxationh 8hbrought in tax
administration sometimes as a one-time measure. Only when the taxpayer filesraftoet July 2017

WR -DQXDU\ KH ZLOO EH DOORZHG WR LSRN E WHTOXHHQ W LY H
the taxpayers to help them clear their backlog.

He emphasised that the scheme has following 3 benefits:

1. All taxpayers will come into the system.
2. Return filing will pick-up and the system will be streamlined/ cleared.
3. We will get tax revenue.

He further clarified that if we start giving refund of late fees paidezathen we will end up paying a
huge amount as refund. Neither Centre nor States could afford that. Such relaxation baleatvesys
applied prospectively.

839. 7KH +RQTEOH '"HSXW\ &0 RI %LKDU VWDWHG W RmMW LKW XHG Q
with this proposal. It was a very good proposal and we should have general consensus on the same.

8.40. 7KH +RQTEOH )LQDQFH OLQLVWHU RI .HUDO B QWD LZZ WKK DWK H,

proposal.

Page29 of 215
Agenda for 42nd GSTCM Volume 1



9. ForAgenda Item 3 the Council:

i.  Approved following amendment in rule 7 of the CGST Rules, 2017, w.e.f. 01.04.2020 to
prescribe the rates for Composition Scheme under Section 10(2A)
7. Rate of tax of the composition levyThe category of registered persons, eligible for
composition levy under section 10 and the provisions of this Chapter, specd@drm (2) of
the Table below shall pay tax under section 10 at the rate specified in c@uointlie said

Table:-

Sl. | Category of registered persons Rate of tax

No.

1 1@ (3)

1. Manufacturers, other than manufacturers of § half per cent. of the turnover in th
goods as may be notified by the Government| State or Union territory

2. Suppliers making supplies referred to in claj two and a half per cent. of th
(b) of paragraph 6 of Schedule I turnover in the State or Unig

territory
3. Registered persons not eligible under |three per cent. of the turnover

composition levy under sub-section (1) and § taxable supplies of goods a
section (2) but eligible to opt to pay tax ung services in the State or Unig
sub-section (2A) of section 10 territory

4. Any other supplier eligible for composition ley half per cent. of the turnover
under section 10 and the provisions of t taxable supplies of [goods al
Chapter services] in the State or Unig
territory

ii. Approved issuance of Removal of Difficulty order to allow filing of laggiion for
revocation of cancellation till 30.09.2020 for cancellation orders that wesegaip to
12.06.2020.

il

A) Approved the following provisions of the Finance Act, 2020 pertaining to amendmehés in
CGST Act and the IGST Act, to be brought into force with effect f8Bn96.2020:

S.No. Finance CGST/ IGST Purpose of Amendment and reason
Act 2020 Act 2017 for carrying out the amendment
section section

1 118 2(114) of | To provide for merger of UTs of Daman
' CGST and Diu and Dadra and Nagar Haveli

Already operational

2. 125 109 of CGST To provide for conversion of the State
of Jammu and Kashmir into Union
territories of Ladakh and Jammu and
KashmirtAlready operational

3. 129 168 of CGST To provide for allowing jurisdictional
Commissioners to allow job work
movement beyond time limit in desired
instancegAlready operational but held
up due to this provision not in force
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4. 130 & 134 172 of CGST & | To extend the time period for issuance
25 of IGST of Removal of Difficulty order from
respectively three to five years

B) To take up the issue of devising a manner by which decisions of the Council rétating
amendment of GST Laws can be implemented expeditiously and simultaneously by Centre and
states, in subsequent meeting(s) of the Council.

iv.

A) Taxpayers having aggregate turnover exceeding Rs. 5 Crore, who were required to fil
returns of Feb, March and April, 2020 by'23une to avail the benefit Covid relief package,
NIL interest to be charged for 15 days from due date and interest @ 9% to be dhewegitir

till 24" June and at normal rate of 18% aftef' 2dne 2020.

B) Provided relief to small taxpayers (aggregate turnover up to Rs 5 crofiéihgpof returns

for the months of February, March and April 2020 through reduced rate of Intedéstforf the

period of relaxed due filing date till September 2020. Beyond September 2020 interest of 18%
shall apply subject to review of the economic situation.

C) Provided relief to small taxpayers (aggregate turnover up to Rs 5 croreMey ofdate fees
and interest if the returns FORM GSTR-3B for the supplies effected in the months of May,
June and July, 2020 are furnished by September, 2020 (staggered dates to be notified).

V. This agenda was dropped.

Vi. Approved the proposals for reduction in late fees for not furnighigM GSTR-3B
for tax periods during *1July, 2017 to 3% January, 2020, if the returns are filed between
01.07.2020 to 30.09.2020

a. zero late fee for taxpayers, who did not have any tax liability for the sajbtands
and are thus required to file NIL return;

b. late fee of fifty rupees per day (Rs. 25/- under CGST Act plus Rs 25/- under @GST
for non-filing of returns as currently applicable subject to a maximum &0R& (Rs. 250/-
each for CGST & SGST) per return as against ceiling of Rs. 10000/- (Rs. &a€0for CGST
& SGST) at present by taxpayers other than those having NIL liability.

Agenda Item 4: Deemed ratification by the GST Council of Notifications, Circulars andrders
issued by the Central Government

10.1 The Secretary asked JS, TRU-II to place the agenda before the Councildsintieducing

the Agenda briefed the Council that the Agenda is regarding deemed ratificatdotifafations,
Circulars and Orders in relation to decisions already taken by GST Conddfl @eemed fit may be
ratified and approved by Council. He stated that in tHeGST Council meeting held on 14-3-2020,
the Council had ratified all the notifications, circulars and orders issue@&®£2020. He thereafter
made a presentatioArinexure 3) listing out all the notifications, rate and non-rate of CGST, UTGST,
IGST and Compensation Cess circulars and Removal of Difficulty orders issue8-8+#@20 till 10-
06-2020, under the GST Laws by the Central Government as available on www.cbic.gov.in

102 +RQTEOH OLQLVWHU IURP 2GLVKD VRXJKW SHUPLWVLRQ
submission that this agenda item was placed as a Table Agenda in the last GSTn@=etitg held
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on 14-3-2020. He requested that such critical matters be discussed threadbateak®h up as Table
Agenda.

103 7KH )LQDQFH 6HFUHWDU\ VRXJKW FODULW\ RQ WKH @JHQRE D
as the Agenda Item 4 being discussed then was not a Table Agenda.

104 7KH +RQYEOH OLQLWOBDW ILURFG2WKBKDLW ZDV QRW D 7DEOH $
but in the last meeting held on 14-3-2020, there was a Table Agenda wherein therignifezans
legal ramifications involved.

105. 7KH +RQTEOH &KDLUSHUVRQ WDNLQJ QRWH RI WKH KXEPLV
VWDWHG WKDW VLQFH WKH +RQYEOH OLQE¥WUHGLODVWKR. KKE@LKRW L
legal implications, the same be taken up as an Agenda ltem irHig\h & RXQFLO OHHWLQJ 7KH
OLQLVWHU IURP 2GLVKD WKDQNHG WKH +RQYEOH &KDLUSHUVRQ |

11 ForAgenda Item 4the Council:
i. Granted deemed ratification to the following Notifications, Circulars and Osdeiig
Agenda Item and the presentatidmfiexure 3) made during the Council Meeting, which
are available omww.cbic.gov.in

Act/Rules Type Notification/Circular/Order Nos.
CGST Act/CGST Central Tax 09 to 43 of 2020
Rules Central Tax (Rate) 02 to 03 of 2020
Integrated Tax 03 of 2020
IGST Act
Integrated Tax (Rate) 02 to 03 of 2020
Union Territory Tax 01 of 2020
UTGST Act
Union Territory Tax (Rate) | 02 to 03 of 2020
Circulars Under the CGST Act 132 to 138 of 2020

ii. The Notifications, Circulars and Orders issued by the States whigiagrmateriawith
above Notifications, Circulars and Orders were also deemed to have been ratified.
iii. Table Agenda Item 11 (v) be moved as a regular agenda in#@SfL Council meeting.

Agenda Item 5: Decisions of the GST Implementation Committee (GIC) for inforration of the

Council

12. The Secretary asked JS, TRU-II to present Agenda No. 5. Thereafter, JbstRed that the

GIC Implementation Committee (GIC) took decisions between 15.03.2020 and 26.05.2020. Further,
due to the urgency involved, certain decisions were taken by GIC after obtappngval amongst

GST Members by circulation or by virtual meeting. Thereafter, he made atptegeAnnexure 3

on the decisions taken by Members of the GIC pd&tGIST Council Meeting.

13. For Agenda Item 5 the Council took note of the decisions of the GST Implementation
Committee between 15.03.2020 and 26.05.2020
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Agenda Item 6: Decisions/recommendations of the #land 12" IT Grievance Redressal

Committee for information of the Council

14.

After the 39 GST Council meeting, two meetings of the ITGRC were held viz. theTGRC

on 18" March 2020 and the 12TGRC on 28' May 2020 to resolve grievance of the taxpayers arising
out of technical and non-technical issues. Minutes of tHe ITGRC Meeting were attached as
Annexure 1 (page no 150 to 311) to the Volume-1 of Detailed Agenda and Minutes of (li6&RC
Meeting were attached as Annexure A (page no 18 to 48) to the Volume-2 of DetalathAghe gist

of the proceedings of the tdnd 12" ITGRC, as per Agenda Item was as follows:

11" ITGRC Meeting +18" March 2020

14.1.

The 11 meeting of the IT grievance Redressal Committee (IT-GRC) wasrhilalpvriksha,

North Block, New Delhi on 18 March 2020 to resolve grievance of the taxpayers arising out of
technical and non-technical problems. There were a total of 04 Agenda Items placedtoefl T
ITGRC, as follows:

a.

14.2.

14.3.

14.4

In Agenda 1, total 257 cases of TRAN-1/TRAN-2 received from Nodal Offibed been

examined by GSTN and presented before the ITGRC.

In Agenda 2, another 18 cases of TRAN-1/TRAN-2 received as Court Case=ehazkbmined

by GSTN and presented before the ITGRC.

In Agenda 3, in pursuance of decision if%32ST Council Meeting, regarding extended scope

of ITGRC, GST Council Secretariat had received another 05 cases in responsndecdxt

scope of ITGRC and analysis of these cases was presented before the ITGRC.

In Agenda 4, cases covered under the M/s. Adfert Technologies Pvt. Ltd judgement in view of
GLVPLVVDO RI 6/3 E\ +RQ'EOH 6XSUHPH &RXUWTEARCHG E\ WK
After detailed discussion, thé"ITGRC decided and recommended as under:

Recommendation for Agenda 1 Pertaining to cases received from Nodal Officers on

account of technical glitches in filing TRAN-1 & TRAN-2 (257 cases):

To allow 75 cases of TRAN-1/TRAN-2 pertaining to Subcategories Al, A2af4A5 of

technical glitch for filing of TRAN 1/TRAN 2 in accordance withe Law Committee
recommendations regarding consequential benefits related to filing of TRAN 1 and TRAN 2.

Not to allow remaining 182 cases of TRAN-SHUWDLQL QJ WSRb&azyélies BL)\ 1%
B2, B3, B4, B5, B6, B7 and B8) in the absence of any evidence of technical/gystesin

these cases, as was decided in similar cases in past ten IT-GRC meetings.

Recommendation for Agenda 2 Pertaining to cases received as Court Cases on account

of technical glitches in fiing TRAN-1 & TRAN-2 (18 cases):

To allow 07 Court cases of TRAN-1/TRAN-2 pertaining to subcategories AlA&ndf

technical glitch for filing of TRAN 1/TRAN 2 in accordance withe Law Committee
recommendations regarding consequential benefits related to filing of TRAN 1 and TRAN 2.

Not to allow remaining 11 Court cases of TRAN-I/TRANSHUWDLQLQJ WR &DWH.
(Subcategories B1, B3, B4 and B6) in the absence of any evidence of teclstea/syrors

in these cases, as was decided in similar cases in past ten IT-GRC meetings.

Decision for Agenda 3 (05 cases):

To allow reopening of portal for 01 case of Subcategory Al as per Extended Scope 6f ITGR
decided in 3% GST Council Meeting.

Not found suitable 04 cases of Subcategory A2 to take decision as per extepaaaf SEGRC

as laid down by 3% GST Council decision.
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14.6.

Recommendation for Agenda 4:

The Committee agreed and directed that cases shall not be referred to WitgR&ver an

appeal against the order of Court at appropriate judicial forum is decided to be filed.

The Committee agreed and directed that if the order of High Goaitow filing of TRAN-

1/2 etc has been accepted by the jurisdictional Competent Authority of the GtateeT ax,

then such cases shall not be referred to ITGRC.

In cases pertaining to Central Tax taxpayers, if it is decided by tisdigtional Central Tax
Commissionerate with the approval of the Chief Commissioner concerned to theceptd

RUGHU RI +RQYEOH +LJK &RXUW 6XSUHPKHXR WKW BN P3IHQ HH
to be communicated in writing to GSTN by the concerned Central Tax Coiomasste with

WKH DSSURYDO RI WKH &KLHI &RPPLVVLRQHUDWHE®BGH LPSO
Court. Similarly, in case of State Tax taxpayers, if the jurisdictional Stataufharities decide

WR DFFHSW WKH VDLG RUGHU RI +RQTEOH &RBRXWWQ MWKR Q 6l.7W
by the jurisdictional State Tax authorities with the approval of State Tax Coiomeis$or
FRPSOLDQFH RI WKH RUGHU RI +RQYEOH ¢&foKX frath th2eQ UHFHL
jurisdictional field formation with the approval of the Chief Comnaissr of Central Tax or
Commissioner of State Tax, as the case may be, GSTN will take actiamfpliance of Court

order for opening of the portal for the said taxpayer. However, ttsalictipnal tax authority

will verify the correctness, genuineness and eligibility of the transitioadltaclaimed by the

taxpayers as per provisions of CGST / SGST Act 2017 and the rules thereof latadkewil

appropriate remedial action, if required.

All technical glitch cases submitted to Nodal Officers by the tpers till 31st March, 2020

should be forwarded to GSTN as per SOP dated 12-04-2018 of GSTN and procedure specified

in CBIC Circular 39/13/2018 dated 03.04.2018 read with CBIC letter F.No.CBEC-
20/06/17/2018-GST dated 04.02.2020. Thereafter, GSTN shall examine technical logs of all

such cases and place before the ITGRC for decision

The following issue shall be referred to the Law Committee through GSTN:

whether the date prescribed under Rule 117(1A) is the last date for tompleall

the formalities including the filing/revision of TRAN-1/2 and whether thd date

would need to be extended again if the cases have been received upto 31.03.2020 by
Nodal Officers and GSTN but considered and approved after 31.03.2020 by ITGRC
for being allowed to file/revise TRAN-1/2.

120 ITGRC Meeting +26" May 2020

14.7

The 12 meeting of the IT grievance Redressal Committee (IT-GRC) wasoheff" May

2020 through Video Conference to resolve grievance of the taxpayers arisingestina¢al problems.
The Agenda 1 consisting of a total of 118 cases of TRAN-1/TRAN-2 had beemegdmg GSTN and
presented before the ITGRC. Out of these, 104 cases were sent by Nodal officers arel doumwer
cases. After detailed discussion, th& IIIGRC decided and recommended as under:

14.8.
I.

Recommendations for Agenddt:
38 cases of TRAN-1/TRAN-2KDYH EHHQ UHFRPPHQGHG SHUWDLQLC
(subcategories A1 and A5) for filing of TRAN-1/TRAN-2 to avail consequentia¢fiten
related to filing of TRAN-1 and TRAN-2.

ii. 80 cases of TRAN-1/TRAN-2 have not been recommend@tHUWDLQLQJ WR &DWH/J

(Subcategories B1, B2, B3, B4, B5 and B6) in the absence of any evidence of texfsteral/
errors in these cases.
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14.9. The decisions/recommendations as per attached Minutes of tred112ITGRC were placed
for information of the Council.

15. ForAgenda item 6,the Council took note of the decisions/recommendations of thend
12" Meeting of the IT Grievance Redressal Committee.

Agenda Item 7: Creation of the State and Area Benches of the Goods and Services Tax Alatel
Tribunal (GSTAT) for the State of Uttar Pradesh:

16. The Secretary introduced the agenda and stated that the Chapter XVIII of the G@BI7Ac
provides for the Appeal and Review Mechanism for dispute resolution under theeGi8iE. The
proposal of States and UTs for creation of State and Area Benches of Goods mas SarAppellate
Tribunal was considered in the"337", 38" and 39 meeting of the GST Council.

16.1. He further stated that in the™38ST Council meeting the Council approved the proposal for
creating State Bench of Goods and Services Tax Appellate Tribunal for the StaterdPrdttesh at
Allahabad and 4 Area Benches at Ghaziabad, Lucknow, Varanasi and Agra. He then asked JS, DoR
Gol to apprise the Council of the latest update.

16.2. JS, DoR, Gol stated that a fresh proposal was received from the Statr ¢fraltesh vide

DO. No 20/GST dated #May, 2020 regarding creation of the State and Area Benches of the Goods
and Services Tax Appellate Tribunal (GSTAT) for the State of Uttar PradesberAthis letter, the
State Government of Uttar Pradesh has decided to create total 04 benches ofiG®Iding State
Bench in the State i.e. State Bench in Lucknow and 03 Area Benches in Varanasi, Glaamiabgich
respectively, instead of 05 benches of GSTAT proposed by the State earlier.

16.3. +RQYEOH OLQLVWHU IRU )L Qn@déned abdRurthengrapbsed BleanSdern K
creation of another Area bench at Prayagraj apart from Varanasi, Ghaziabadranith\§tate Bench
at Lucknow.

16.4. Accordingly, the proposal for creating the State and Area Benches of the Gd&is\dace
Tax Appellate Tribunal (GSTAT) for the State of Uttar Pradesh i.e State Beénaicknow and 04
Area Benches at Varanasi, Ghaziabad, Agra and Prayagraj was considered and approGibgithe

17. For Agenda No. 7the Council approved the creation of State Bench at Lucknow and 4 Area
benches at Varanasi, Ghaziabad, Agra and Prayagraj for the State of Uttar Pradesh.

Agenda Item 8: Quarterly Report of the NAA (National Anti-profiteering Authority) the period
from 01.01.2020 to 31.03.2020

18. In terms of provisions of clause (iv) of Rule 127 of the CGST Rules 2@tignal Anti-
Profiteering Authority (NAA) was required to furnish a performance repdha GST Council by 10th
of the closing of each quarter. The Secretary introduced this Agenda Ilteximipgrto various issues
related to the National Anti-profiteering Authority (NAA) and placed the quarterly peafuce report
for the period from 01.01.2020 to 31.03.2020 of National Anti-profiteering Authoritigeofinancial
year 2019-2020 before the Council, as under:

(a) 34 Orders were passed by the Authority during this quarter. All the orders wssedpa
unanimously. A total of 66 Investigation Reports are pending for disposal with the NAA.
(b) Apart from the above, the following important DO letters have been issued by NAA:
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) D.O. letters dated 14.01.2020 addressed to Chief Commissioners/CCTs of various
zones/states to take necessary action on the complaints which are getting tiche-barre
to ensure that the applications of consumers can be timely addressed.

(i) D.O. letter dated 19.02.2020 addressed to Principal Secretary (Finance), Government
of Punjab for appointment of Screening Committee on Anti-profiteeriRgiinjab for
quick disposal of pending complaints and proactive approach in dealing with
implementation of anti-profiteering provisions in GST law.

(iii) D.O. letters dated 17.03.2020 addressed to Director General, DGAP regarding smooth
functioning of State Level Screening Committee and implementation of the
$XWKRULW\YV 2UGHUV

18.1. In the wake of corona pandemic outbreak and subsequent lockdown in Delhi, the hearings
scheduled from 23.03.2020 to 31.03.2020 could not be held.

18.2. The complaints received by the Authority during the Quarter are as follows and the same were
forwarded to the respective Screening Committee/ Standing Committee Wgatiah of profiteering
was there:

- NAA Portal 137
- E-Mail : 20
- Physically (by post) : 8

The complaints related to enforcement issues and where allegation relates to tax-evasion etc.

were forwarded to the Jurisdictional Chief Commissioners & CCTs for necessary action.
18.3. The NAA is operating a helpline (011-21400643) for the consumers to ggirtfgeering
related queries resolved and to provide help to them in filing the aortglalong with an online
JULHYDQFH UHJLVWUDWLRQ SRUW.DOgR @M 1$$TV RIILFLDO ZHEVLW

18.4. The above Quarterly Report of the NAA (National Anti-profiteering Aitihdhe period from
01.01.2020 to 31.03.2020 was placed before the Council and the Council took note of it.

19. ForAgenda item § the Council took note of the performance of the National Anti-Profiteering
Authority period from 01.01.2020 to 31.03.2020.

Agenda Item 9: Constitution of Grievance Redressal Committee at CBIC Zonal/State ldvier
redressal of grievance of taxpayers on GST related issues

20. The Secretary introduced the agenda and stated that the GST Council in its 88thhete

on 18.12.2019 had decided that a structured grievance redressal mechanism should be eftablished

the taxpayers under GST to tackle grievances of taxpayers on GST relatedfispezific / general

nature. GST CouncO KDV DFFRUGLQJO\ DSSURYHG FRQVWLWXDMDM.RQ RI
Zonal/State level consisting of both Central Tax and State Tax officers, reptigssnté trade and

industry and other GST stakeholders.

20.1. Office Memoranda F.No. 820/GRC/GSTC/2019 dt. 30.12.2019 and 07.02.2020 were issued by
this GST Council Secretariat for constitution of Grievance Redressal @eer(GRC) at CBIC
Zonal/State level in accordance with CBIC letter F.No. 20/10/16/2018-GST(Pt.l) dated 24.12.2019.

20.2. The present position of constitution of GRC on the basis of orders corgs#innal/State level
Grievance Redressal Committee which have been received in the GSTC S¢cresae been
compiled and updatedifinexure 4). The details of constitution of these GRCs are being uploaded
regularly on the GST Council websitétp://www.gstcouncil.gov.in/grievance-redressal-committees-
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central-zonestate-leveinder sulbmenu "Public Grievance Redressal Committee (GRC)" under menu
"Help" for creating awareness amongst the trade.

20.3. It was requested that the remaining CBIC Zones and States /UTs co@&itli@ Zonal or
State/UT level, as the case may be, and copy of orders of constitution of GR{& &yt on priority

to the GST Council Secretariat.

20.4. ltis also informed that GSTN has created a specific portal for uploadingetrenges received
in these meetings, for the purpose of escalating the same to the appropriatyy atitteoCBIC Zones
/States/UTs are requested to take Login credentials from GSTN for the aforesaid Portal.

20.5. In view of the COVID-19 instead of conducting physical meeting of GR@sitadvised that
video conference option may be utilized for conducting such GRC meetings.

21. ForAgenda Item 9 the Council took note of the latest status of the Constitution of Grievance
Redressal Committee at CBIC Zonal/State level for redressal of grievatacgayers on GST related
issues.

Agenda ltem 9A: Inverted Rate Structure in GST- Correction of inverted rates on ertain key
sectors

22. Finance Secretary requested JS (TRU-I) Sh. G.D. Lohani, to take up AgendzAltem
inverted duty structure

22.1. JS (TRU-I) initiated the Agenda with a presentatfoméxure 5) and briefed the Council that
the issue of Inverted Duty Structure was placed before the Council in th@3P Council Meeting
held on 14.03.2020 and the presentation was based on the observations of Committee sfa®fficer
also recommendations made subsequently on examination by the Fitment Committemdatihg
emphasis was made on four commodities which were contributing heavily to inversion to the extent of
being more than 50% of the total inversion. The commodities were:

0 Mobile phone

0 Textiles

o Footwear

o Fertilizers

He recapitulated that the Council had a detailed discussion on these items. Decisakewagerein

GST on mobile phones and specified parts was increased from 12% to 18% and notificdi@in to t
effect was subsequently issued. With regard to the other 3 commodities Council decided that it needed
further deliberations & discussions and it was decided that discussion couéh happture meeting.
Accordingly, the Agenda had been brought up again in this meeting.

22.2. JS, TRU I initiated his presentation with the Textiles sectorirdodned that the Textile
Ministry had again made a recommendation that the discussion which took plecpriemious Council
meeting should be taken forward as the entire industry was bearing the brunersioimv He
emphasised that the textile industry felt that for the growth of emtitde chain and to make it more
competitive in the international market, a uniform rate structure for tive ¢extile value chain was
required and that there should be immediate correction of inversion. He addé¢deteé&ire, the
emphasis of his presentation was more on the textile sector because of thérkiadsain in the sector
and the way it was affecting the industry.

22.3. JS, TRU I elaborating on the need for correction of inversion in this sebtuoitted that there
were significant implications in terms of cash flow and unutilised ITC.dflend was given on input
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services and capital goods. As a result, working capital gets blocked and theda@e cost to the
sector. Most importantly, while big units could take care of their inweigs view of their integrated
business beginning from initial stage of supply chain and their significant value additiersumpghly

chain . For instance large units may start from chemical and go up to baibrihe issue has wider
ramification for the small standalone units which may take yarn and make faboicitooit may take

fabric and make garment out of it. The accumulated ITC from capital goodsvauytbody in the
domestic market and since no refund was given for the same, it was a bottleneck for investment in this
sector. Investment decisions were being affected by non-refund of ITC ¢al gapids and the sector

was not able to utilise entire ITC on the capital goods.

22.4. JS, TRU I highlighting the adverse impact of inversion stated tedtd Incentivizing imports
DV WKH\ GLGQYW VXIIHU LQYHUVLRQ 4XRWLSR WDVQHKE DLRDSNVEFRHWKH W
attracts 5% GST and there was no baggage of ITC on previous supply chain lafidaxes were
refunded in the country of export. The same fabric in India suffers from the ITC becaushighére
taxes on fabric, fibres and chemicals. As a result, whenever there are inveyteatehjtthe imports
get undue benefits over the domestic manufacturer. He added that witheakitiass of issues in the
sector the problem of misclassification of rates, etc., also arise. Moreoveryefbinds were being
given for goods only, claiming refunds on account of inverted duty structure is inanseffort for
business. It entails costs, process and hardship and naturally when entire ITC is noeasaitabés
being major part of the supply, consumers are also not benefitted to the extappagitd by the rate
of 5% on fabric and low-end garments.

22.5. Elaborating further on the sector the JS, TRU | submitted that the problem was mori& severe
the synthetic segment of the industry where Fibre attracted GST of 18&@ttfacted rate of 12% and

Fabric of 5%. He recalled that at the time of rollout of GST, the ratéaon was 18% which was
subsequently brought down to 12% to ease inversion, but the problem persistadg® extent as
inversion was not only on account of goods but because of capital goods and input services also. Input
services such as financial services, telecom services, security services, araggoices, supply
services all attract 18% whereas final product attracts 5%. Emphadisingtltiple channels of
inversion were happening in the sector he cited the example of dyeing units whereeciaxas 5%
whereas chemicals were at 18% leading to inversion and consequent adverse impact tor.tBe sec

in all the sectors, the inversion comes from various sides and this inversésalting in blockage of

funds. Some refund is given and some refund is blocked. Some corrections have been made in past but
all those corrections are not fully helping the sector and also as refuwagbitdl goods credit is not

there, investment issues are there. Further discussing the implication ofbimengrms of revenue

as well as refunds he stated that in 2018-19, refunds started from August ashbéfefend on fabric

was not allowed and as of now, we end up giving a refund of about Rs. 6000 crores iorathear

textile chain and this was bound to increase in future.

22.6. JS, TRU | further stated that the entire issue was examined at gmgtt bnd the
recommendations of the Fitment Committee on the proposed structure of GST lwasghd out in
the presentatiorAhnexure 5). He stated that if inversion could be corrected, following benefits will
accrue:

f A simple uniform rate across textile chain

f Refund outgo shall be reduced by at least Rs 6000 crore a year
f No cash flow issues for domestic manufacturer
f No undue advantage to imports
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f Litigations and other hardships are avoided

f Growth of textile sector and encouragement to investment, as also represetited bxtile
Ministry.

Countering the possibility of an argument that, if rates are increased from 5% to 12%, this may impact
the price to the final consumer ( e.g., implication of GST rate on garnfergkie less than Rs 1000 if
raised from 5% to 12%) he clarified that fact was that, if we take oub€aaking refund, ITC on

capital goods and services which gets blocked on account of refund not given ongoapisabnd
services and the compliance effort, net impact on unit price ( and thus impactdoshener) would

only be only marginal while otherwise benefiting the domestic industry immensely

22.7. The Finance Secretary informed that textiles was one such item; there wetfgetwems in
the Agenda i.e. footwear and fertilisers which could be taken up once a decision on this was made.

228. 7KH +RQYEOH )LQDQFH OLQLVWHU :HVW % H QUW\DWOWUXB W K G HVXK
DQ DQRPDO\ WKDW DOO KDG EHHQ WU\LQJ WR KIWYDH PQN SUWIEKO H |
looking into correcting inverted duty structure but there were many othes cdsinversion. He

estimated over 215 other cases where there was inverted duty structure which needédncde
VWDWHG WKDW LQ WRGD\TV VLWXDW L R@D DKKH D HWX K H WNZ BV V\RAFR |
a study he had seen that approximately one third of small units, many of which them are in textile may

not be able to survive. At a time when the unemployment rate which according to CMIE is above 23%
nationally though in Bengal it was about 17% but some other States had 30%, arseiift@&T on

textiles and garments which are labour-intensive industries, would send out ssigraidgo the SMEs
which were providing perhaps 90- HPSOR\PHQW LQ WKH VHFWRU :KHQ FRQGL
known to them this was not the right time to send a signal to the countrin tteattile, they were

increasing GST. Understanding of Inverted Duty Structure in terms of ITC etc. may not be understood

by common people but the political/economic message at this time, when everybostyuggbng

and large portion of struggle is in textile sector, is absolutely not thetimge. He urged that he was

unable to accept the proposal. When things stabilised, they could revisit the propobal imayly-

August as he was in agreement in principle.

229. 7KH +RQYEOH )LQDQFH OLQLVWHU :HVW % Q1000 DQMHKAUH B(
structure, not only in textiles but in many areas is very strong and thedydiealgreed to it but this

was not the right time to send out message that garment goes todl2%%. He added that in the

proposed structure only man-made fibre benefits by going down from 18% to 12keendiere very

big players in this segment who could afford the inverted duty structure. He lauda@gbetation

given by JS TRU | but again emphasised that this was certainly not thiémiglaind he could not agree

to the proposal for present. He suggested that the matter be reviewed when thiligisdséand un-

employment rate came down. He urged the Council to defer their decision on the proposal.

22.10. +RQYTEOH 'HSXW\ &0 %LKDU VWDWHG WKDW KH @ORWHB@ ZLV
opportune moment as rate would increase from 5% to 12% for the garments havimng lessethan

Rs. 1000. This will give wrong message to public as in these Corona timesaileeyereasing the tax

rates and people will not understand the nitty gritty of ITC and tas witl be visible on bill. He stated

that the Council could discuss this along with footwear and fertdiier 4-6 months. He added that

proposal was good and could be adopted with minor changes but certainly not now.

22.11. +RQTEOH "HSXW\ &0 *XMDUDW VDLG WKDW WKHVN&SERLDW R®
one hand Centre was announcing package of Rs 20 lakh crore, various States were ajsacgages,
in Gujarat they had announced Rs 14 thousand crore package and also giving severéiketgter re
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return filing and on other hand, increasing rates on textiles looks very inajppeopte urged that the
matter be postponed for a significant period as nobody knew when Corona wouldrbkecband the

period of its impact, how economic recovery would happen, how employment and state income would
increase was not clear. He opined that in such a situation the proposal should be kept on hold.

22.12. +RQYEOH '"HSXW\ &0 +DU\DQD VWDWHG WK ZWUIHVORIRW IQRWI| R
upliftment of SSIs and putting more money into the economy. He added that looking at the agenda, all
three items related to the people who are highly affected by COVID, spetaatile, footwear and
IHUWLOL]JHU +H DOVR XUJHG WKDW WKH\ VKRXOG S RWWE&ER RH W |
Bihar and Gujarat FM.

22.13. +RQYEOH O0éhk Edhil NBdu stated that Fitment Committee had recommended to
increase the rates on fabric and garments and he did not support the move to increase taxestsn garm
Fabric includes Dhotis and Sarees and other garments of value less than Rs 1000 were wikdgly used
masses and any increase would adversely impact this class of consumers. He further added that the tax
structure of various items should be decided on the basis of the ability of the cotspagand not

because the system could not manage deficiencies such as the inverted duty streictppeskld the
proposal.

22.14. 7TKH +RQYEOH OLQVWHU IURP $QGKUD 3UDGH\WRKH %WHMNH B Q&K L
Bengal and asked for deferring the proposal.

2215. 7TKH +RQTEOH OLQLVdest thanke® UdidhVWiDdnce3 Minister for correcting
inverted duty structure for mobile phones and stated that they had pb fclee with Corona. There

is no last date or time period when it would end. He also congratulated Fitnmentii@e for bringing

out this proposal and said they were not increasing rates, but just correctimgyaand therefore as

per their understanding the proposal could be accepted now and implemented later when deemed fit.

22.16. +RQTEOH )LQDQFH 0L QL Wé&\isbed tbudaad the ige B510RsGhanhiddtaken

place in last Council meeting. He stated that there was no objectlmgooposal but the time was not
appropriate and that the crisis had only deepened since. He accepted that the prayddsaély
SURGXFWLRQ DQG LQGXVWU\ EXW WKH UDWH RQ ILQDO SURGXFW
He requested to defer the issue.

2217. *DXJLQJ WKH VHQVH RI WKH &RXQFLO WKH +RQWECOCADWEBL U S
deferred for a later appropriate time.

2218. 7TKH +RQTEOH OLQLVWHU IURP 7DPLO 1D G Xhth€r 8tat®, tley L WWH Q
had been receiving numerous representations from the trade associations dealifopdvigrains
complaining that the tax authorities were demanding tax for delayed filingabéidner affidavit before

the jurisdictional Commissioner for voluntarily foregoing the actionablenatalithe enforceable rights

on their brand name. The intention of issuing such notification for filing diselaaffidavit was to

grant exemption on the supply of food grains having unregistered brand name. However, the delay i

filing such affidavit should not be a ground for levy and collection of tax oauppgly of food grains.

+H XUJHG WKH +RQ ft& @ridly d9su2 Lgui@etinds/tR Qondone the delay in filing the
disclaimer affidavit and not to raise demands on that ground. He also suggested toetpdpbatay

with distinction between branded and unbranded food grains as mosetsotEay switched to

unbranded category by filing affidavits. Doing so therefore will not have anyfisagtiimpact on
UHYHQXHV +H IXUWKHU XUJHG WKH +RQYE O H KD WHSHUHWRI@ WR\
forwarded to the Council on the ground of rationalization of tax, items of edsesgt by common man,

items for the benefit of farmers and fishermen, items made by small artisériems relating to
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religious sentiments at the earliest. He also brought attention of the Cautital tepresentation of
Automobile manufacturers for reduction in rate of tax as a stimulus measure duricrifittasphase
of COVID 19.

23. ForAgenda Item 9A,the Council decided to defer the Agenda to a later more appropriate
time.

Agenda ltem 10: Any other Agenda Item with the permission of the Chairperson

Agenda ltem 10(i): Sharing of GST data with Comptroller and Auditor General of India for the
purposes of GST audit

24, The Secretary asked Joint Secretary, Department of Revenue to plasediw the sharing

of GST data with CAG before the Council. Joint Secretary, Department of Restatectthat this was
discussed in the 35GST Council Meeting on 2June 2019. The Council referred the issue to the Law
Committee for discussion. Multiple rounds of discussion have taken plac€&#®. The current

status note has been put before the Council. He mentioned that lot of work has to be done on this issue
and the Council will be updated as and when the progress is made.

25. For Agenda Item 10(i) the Council took note of the submissions made.

Agenda Item 10(ii): Discussion on compensation to States

26. , QWURGXFLQJ WKH DJHQGD WKH 6HFUHWDU\ VWD WMIGHW KD W
discussion on compensation. The Finance Secretary drew the attention of the Goagtésentation

made by Joint Secretary, Department of Revenue on issue of revenue position anthastates
compensation cess collected during 2017-18 and 2018-19 was more than the compensatioreregu
However, since last year 2019-20, the compensation cess collected was only Rs 95,44 ercixel
compensation required was more than Rs 1,50, 000 crore. In the last financial year 20498 its
1,20,498 crore was released and in the current financial year, during the Becghsber, January and
February, Rs 36, 000 crore was released. So, for the last Financial Year, more than Rs 1,585000 cror
compensation was released by the Central Government. Now, the position is that theontingy

into the compensation fund has been much less than the actual requiremernhédalliog revenues

in these difficult times. The difficulty is on two counts. The first is due toawed volumes of trade;

the compensation cess collection is low and second is that the compensation esyuiseatso
increasing. The law (Goods and Services Tax (Compensation to States) Act, r@20id8spthat the
compensation to States will be provided from the Compensation Fund. The law also enlitaiges t
case compensation fund is inadequate to compensate the States, it is the GST Cohasitdhiatke

the decision as to what is required to be done. In normal times, GST Council perhaps could have taken
a decision to rationalize rates on certain items. Other rationalization meddaekvying
compensation cess on more items could also have been undertaken in normal times. Howesver, at thi
point of time, it has to be decided on how exactly more money could be brought iobonpensation

fund. Another factor is that the whole concept of compensation cess wap thén8tates transition

into GST regime. The underlying presumption was during the transition, certain disturbancegwill tak
place. It was not very clear on how the revenue will grow, how the rate strucliupéay out, how

IGST on interstate trade will get collected etc. Keeping these in mind alitimghe spirit of GST
regime, the compensation provision was brought in. However, now we are confronted with COVI
pandemic which is Borce majeurgact of God) and the falling revenue is not because of transition into
the GST system but because of a reason which was not anticipated duringetbédnaiting of the

law. Since the law provides for the GST Council to decide in these situations, siéteiblen may be
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taken on howWR GHDO ZLWK WKH VLWXDWLRQ +HQFH KH UWRXHVWH I
LQYLWH RWKHU +RQTEOH OLQLVWHUYV WR SUHVHQW WKHLU YLHZ\

26.1. +RQTEOH OLQLVWHU IURP .HUDOD VWD Wnd GBiswdoédthWatthwy ZzDV D
is being discussed. He had no debate regarding how this current impasse camerdsetitation
made, one important factor was left out. The way the whole GST had been implemexisedais
important factor that contributed to non-buoyancy of the tax collection. Startingwitfi backbone,

our inability to administer the tax by scrutinizing the tax returns and e way rates were drastically
reduced without considering the financial implications etc. have contributed t@adhéhét GST
revenues have been non-buoyant. Now, the pandemic has come. Since there is the pandemic, the
revenues of the States have shrunk and it is all the more reason that theblagally compensation
needs to be paid to the States. He had mentioned it earlier that it is a contra‘yedisate. Giving
compensation when the revenues shrink enables the State revenues to be stable. Theisfsoenow
to meet it when the revenues are going down and the compensation requirement is gdiegeuis. T
only one solution to this. The GST Council has to borrow the money to pay and let the @iopens
cess be extended. There is no other option. Now, there is no option of increasing the afumber
commodities on which compensation cess can be imposed because it is unacceptabpléheuri
economic slump. It is the same reason the agenda earlier was put aside. Thmdpdoyave GST
Council does not affect the fiscal deficit of the Central Government beitassmutside the budget.
There was consensus on this issue in the GST Council and it was recorded in the minuteslief the ear
meetings. There was a detailed discussion on this issue and the assurancgrof\td%as the reason
why many States which had serious reservations agreed to this. Tamil Naba,wély end held out
against GST. Some other States also had reservations. It was because of {his thatneveryone
agreed to transition into GST regime. Therefore, this measure had to bekewldr fact, there should

be a more detailed discussion at a later time where the Council can look at the whole arclutanture t
extent, rates, inverted duty structure etc. He had a fear that the catecistnot Revenue Neutral. So
the rates would have to relooked at in the future. The Council also has to lookhigtioer the
compensation period has to be extended from five year to six or seven years. Almaatper of
Ministers have raised the issue in the Council. He thought that if the Cautlmking at the whole
architecture of GST, he would say in the present circumstancast¢heplit must be changed from
50:50 to 60:40 (60 for the States and 40 for Centre). Perhaps, a little monditfleilSGST rates may
also be looked into. He did not want to raise the issues now but sometimghatethings become
normal. For the time being, there is no other solution other than GST fund borrowing anchexteadi
compensation period by another year so that the money can be recouped. Given the présantidire f
circumstances of States, the promise made by the GST Council should be met. NeTleatréh@or

any particular States are sacrificing anything because of this measure and everybody wins in this.

26.2. +RQYEOH OLQLVWHU IURP $VVDP VWD WHmanalse Drporishicdd VXEMH
Of course everyone is concerned about the fact that the compensation amount is not beaogupséd b
of the low collection on the compensation front and as a whole fall in the @8¢tions. What was
stated by the Revenue Secretary in his initial remarks must be acknowledged. Filekhag 020,
the fall in GST revenue is not because of the architecture of GSbebatse of the act of God.
Whatever we are suffering today, for example, revenue losses in the month e¥laprdannot be
assigned to the architecture of GST. It is because of something else which inasgned at the time
of enactment of GST law. First, in principle, we have to decide whetherltdsses can be attributed
to GST or GST compensation will be different. He raised this issue beeasiag loan is an option.
Finance Minister of Kerala had stated that every State needed revenue. Howpx@ridaesl by law,
the GST Council can prescribe manner for collection of GST to pay compensation tatéise But,
whether the GST Council has the mandate to raise the loan as a sovereignéo@iyntile or State
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need to be examined very closely. As of now, the Union Government is so graciousiiitat of low
collections, it has borrowed money and released Post Devolution Revenue Deficit Grant to States. The
Central Government was taking good care of States by, firstly, allowing Reefiai grant for states

like Assam and Kerala and secondly, by not curtailing as of now the DevolutiondB&tates. These

two streams of fund were a big help for the States. They were initiallgd aftether the Centre would

be able to give the amount since these are big amounts like Rs 1,400 crore and Rs 600 crore for a State
like Assam. His first request to the Central Government was to continue the RB&diwiteGrant and
Devolution Grant since these were their bread and butter. He thought that tateagtznking enough

the Central Government for continuously giving the amounts to States which could havetlmeen cu

to low tax collections. He was sure that lot of hard labor must have mwaeachieving this. The
Council can continuously discuss from where the compensation revenues can be managedhehether
Council has the power to raise a loan and if the Council does not have the pmiss the loan, what

are the options. Just now the Council had decided to defer a decision to augment Rellentien

proposal knowing very well that by deferring such decision, the compensajigrereent of States
willgouS +H IXOO\ DJUHHG ZLWK WKH +RQYEOHQ® IGHRPLW HR QI KB B M
be taken. In the beginning of the meeting it was said that any mistake committeddiited duty on

textile should not be corrected at this point of time. But then again tleeynaw asking for
compensation. Is it not contradictory? The issue is that people of many Stafesshike do not like

to hear that State Government was raising loan beyond a point. If Coundl lcass, RBI might
calculate the loanam¥ QW DJDLQVW 6WDWHVYT DFFRXQWV 3$OWKRXJK *67 &
raised will be assigned against every State. Raising loan for compensationesdetiggpn and urged
+RQTEOH 8QLRQ )LQDQFH OLQLVWHU W ReGuhethex thy GETKGbuhc V XH Z L
has the legal authority to raise a loan or whether Council should correetoddhre mistakes made

earlier and gradually try to augment revenue for paying compensation. He tHuaigiit $ome point

of time, bold decisions have to be taken to raise GST revenue. If the Councibgiagddan from the

market, the focus on collecting revenue will go down. Every subsequent Council meeting there will be
demand to raise more loan. He clarified that he did not say the issue shobéddeaided but while
deciding, the Council has to be very careful. He added that Assam also required atioypemsney.

He requested all the members of the Council to come back with some suggedtienSdaancil as to

how to increase revenue, on whether Council should borrow. These issues should be distiissed i
State Cabinets. He once again requested for continuation of Revenue Deficit Gramvahdidh

Grant. He stated that while considering on raising money for payment of compensation by augmenting
revenue collection, or by correcting certain mistakes that were committeer earlby borrowing,
suggestions from all States should be considered carefully before any decision is takgnhEiha

three requests to make. First was to not stop Revenue Deficit Grant. Seconaetasdp Devolution

Grant and third to see whether some conditions for availing increased borrowing tirbé celaxed?

He agrees that some conditions have to be implemented but some of these veete atifhear
impossible to implement before December 2020. He requested for some flexibility neghrd. He
promised that the States will put in best efforts and in case if it gogetble to fulfill some conditions,
relaxation may be given. For example without Aadhaar, One Nation One Ration Card [mannot
implemented but Assam does not have Aadhaar. They had just completed up to 35%. State of
Meghalaya does not have Aadhaar at all. In cases where, despite best iéflawtae of the
conditionalities are not implemented, the States may not be penalized for that dvelmeayyear they

will fulfill all the conditions.

263. +RQTEOH '\ &0 Rl %LKDU UHDG IURP SDJH QR SURIFWHK & LEJHQ
ofthe 39 *67 &RXQFLO OHHWLQJ WKH +RQYEOH 83pé Ri@raxedIi2QFH 0LC
commitment made by the then Chairperson of the GST Council that in case there are no adequate
resources for giving compensation to the States, market borrowing may be resorted ltw Steted

Page43 of 215
Agenda for 42nd GSTCM Volume 1



that as suggested by Dy CM of Bihar, after the Parliament session is over, may be if esx@desiee,

she will work on whether the GST Council itself can borrow, the legality ofssbolrowing and she

will convene a meeting of all the State Finance Ministers to discuss coniegéncterms of
compensation cess requirements; who would stand guarantee in case of market borrowidghe f
compensation requirements of the States, what impact FRBM Act and ways to counégrathe n
HITHFWV RI &RURQD 9LUXV SDQ¢MROL\F R WHKIHKHY RGIBPWKDW WKH
Minister can fix a day after 10 to 15 days from th& BT Council Meeting to discuss the sole issue

of compensation cess. States will also be ready to give their view points. Sorféiwdobiours, a
separate meeting can be conducted. Secondly, as Finance Minister of Assam had mentioned, FRBM
limits on State borrowings has been relaxed from 3% to 5% and the unconditionalibgris only

0.5%. He requested that this may be increased to 1% and the conditionalities shigutio apgther

1% only. If the Central Government allows relaxation from 3% to 4%owtitany conditions it will

benefit backward States like Bihar. Thirdly, by"™2Iune, they would be getting their devolution part

for the month of June. For April-May, the Central Government gave what was required. Fonthe m

of June, they are waiting for their devolution part and he hoped that in the month alshutieey

would get the same revenue that they were getting. He again requested for & sapatiay on
compensation cess.

264. +RQYEOH OLQLVWHU IURP 8WWDU 3UDGHVK S/RLQWHGPW® & B VE \K
+RQTEOH OLQLVWHUV IURP $VVDP tieQmceddingDd the prélioud BSAHUUH G
Council Meeting. He stated that State of Uttar Pradesh also had a revenue gap of &800tdRsre

which the State should receive. Uttar Pradesh is a big State and it had shommgis.ohfthe month

of April 2020 their collections were only 10% and during the month of May 2020 thegteal around

40% only. Since they have an acute shortage of funds, he submitted that all théitjgssshnuld be
H[SORUHG LQ WKLV UHJDUG +H DJUHH Gt therdvdoutdRlig HEt@led '\ &0
discussion on the issue of compensation. Along with this, he requested tHatldiksaiussion should

also be held on anomalies, sources of funds and inputs outgo as refunds since theme date for

Corona epidemic. We should move ahead with the idea that we go forwardwnatbrthe COVID

disease. Just like we wear a raincoat and carry an umbrella during rains, weanal ecoaffler during

winter season, we should take all precautions cum protective measures to d€draith epidemic

and move forward with an understanding that corona epidemic will not end soon and we liearn

with it accordingly. Along with this we should recognize that economic tiesvare essential. If the
economic activities stop, we do not move forward and we postpone decisions theraatlvities will

stop. He submitted that in the'8GST Council Meeting, it was discussed that Mentha-oil may be
brought within the ambit of Reverse Charge Mechanism (RCM). Mentha-oilssitect of only Uttar
Pradesh. The burden should fall on the purchaser and not on the farmer. Under RCM, Kaj,(cashe
Tendu leaves, silk yarn, cotton etc. are present. The Council could not take decision ojeth@sub
Mentha-oil in this regard. He requested that such decisions may be taken whichgaarbe revenues

just by simplification of taxes, where additional taxes are not imposed, aogrectomalies and
ambiguities. He impressed upon the Council again that lot of discussion has atleamplace
regarding Brick Kilns and Pan Masala. He had raised this issue in the Qouitgple times. Earlier

their revenue was Rs 500 crore, now, after GST, they collect only Rs 75 crore. He stated that there is a
dire urgency to take decisions on these issues as well. Decisionsltlestaie inflow of additional
revenues without putting burden on anyone should be taken immediately. That is whygtbd pof

that anomalies should be corrected. He stated that he may be forgiven fioigbis out but majority

of the States which have presented their views in the Council did not have any diffigaling the

price of diesel. Diesel is the necessity of a common farmer. It is reqairgdrisportation, agriculture

and industry. But the price of diesel was increased. Decisions which dibectbfit the revenue,
increase the revenue, should not be deferred The States have to pay salaries to theegnmpéet
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their expenditures and also it must be kept in mind that we have to live andoneaedfwith Corona.
Hence he once again requested that appropriate decisions may be taken.

265. +RQTEOH '\ &0 Rl '"HOKL VWDWHG WKDW LW LW WIURHDNVWD®JC
of GST law that a national disaster of such high magnitude will occur. Hdortanate enough to be

present in the meetings of the drafting committee. It was not imagined thsststediof such a scale

would happen. However, when it was told to the States and States were also dismussiggt

themselves that States surrendering their taxing rights and Centréviadgoup its tax rights and all

subsume in the GST Councll, it was not imagined that a pan India disaster woulditakeBpt there

was a history of localized disasters at the State level. There woualdlbed, a tsunami, cyclone, a

famine or a drought in State or a number of other factors for losses. Not jagsbed an economic

disaster but due to an act of God, if the collections of States falsiinot thought that GST Council

would step aside from its responsibility and will only oversee economic management. Some items like
Petrol, Diesel, and Liquor are still taxed by the States. Today, when there is an extnasitliaion

in Delhi, though neighboring States have not made it so costly but we have id¢heagece of diesel

E\ 5V $OVR WKH\ LPSRVHG MVSHFLDO FRURQD IHHY RQ OLTX
these items. Now, the power to impose GST rests with the GST Council. Thereforteadndéxary

situations GST Council has to support the States. While the responsibility to pagetrekpenditures

is with the States, the power to tax rests with the GST Council. Therefore, GST Council has to take up
WKH UHVSRQVLELOLW\ %\ ODEHOLQJ LW R gtigBgongibHty st&iGg] WKH *6
that it will only look at economic management and reimburse only if thasesome issue with GST

and its management. For the first time in the history of this country, we heatedtra superb federal

structure. The responsibility should be showcased now and whatever extraordinary nesasiies

undertaken like possibilities of raising a loan from the market should be explorpdaiskd the way

WKH +RQTEOH 8QLRQ )LQDQFH OLQLVWHU LQ W MimaBiteHH Nt RXV &R
position regarding this issue. He thought that the Council should fulfill p@mnsgbility and not shirk

it off labeling the pandemic as an act of god. This is very important for the coming future.

266. +RQTEOH OLQLVWHU atthe Bis¢urdony WazeWdh&ashack in time by talking
about the architecture of GST that had been adopted. He was surprised time randrames aspects

of GST implementation were discussed except act of God. Nowadtitat majeurehas come in and
whatever losses of revenue have occurred in the last two months cannot be attribdted to t
functioning/working of GST itself. At one point of time, 14% growth wasisaged and he wanted to
remind all the Ministers present that it was always a decision by cons&€hsusecisions were arrived
with the involvement of Centre and with the full involvement of every Statedmrtthintry. Now, when
there is a talk on architecture and opinion is presented that something is wrorag, het willing to
believe it and he had reiterated time and again that in spite of drawbacks, we are doisgfaveds
working of GST is concerned. He pointed out earlier that crores of transactions were hajipeasg
only the GSTN perhaps, in the initial stages, though it is streamlined now, djg@@nough support

that the system needed or the decisions of GST Council were wanting for sapdeofiéntation. We
have to realize that this did not happen because lakhs of tax payers filing reiteasfdransactions
flowing were not something which was envisaged at all in one go. There werstaidisbéed
benchmarks anywhere in the world. The world has appreciated us for this. He further stabeldyhat t
when we are faced with corona pandemic, we have a tendency to act and behavs aslyf India
specific and only we are faced with the problems. We must look at the bruntblyotime advanced
nations of the world, what has happened to their economies and number of deathsdotthivgess.

He was not comparinger sebut we are much better off. We have resilience, capacity and leadership
to respond strongly and this is what has been done. If we look att@S37 Council Meeting at Goa
PHHWLQJ WKH SDFNDJH DQQRXQFHG E\ +RQTEOHAIS8IQMgR® )LQDQF
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economy to move forward and take it to a different level. Unfortunately, wisdé=ried that we were

on the right track, COVID pandemic happened. When it comes to lowering ththeaes a tendency

to be State specific. Only those rates which affect particular ieg@aues are desired to be lowered

by respective members. If that is so, then who is going to think of the g@unatroverall buoyancy in

the revenue. He did not want to name anyone but the Council did not, at one point bEsitade to

tinker the architecture of GST. A certain State was in distress anddsuglported the decision then

allowing them to impose a State specific cess with a sunset clause. The Councitevbetpthctical.

This subject needs much more time and much more application of mind. Even the States want to apply
their mind and come out with some solution. It is not just merely giving opiniamhether we are

allowed to borrow. Whether we will borrow, how exactly it will be done and contaletgal luminaries

are not the points to ponder. What we need is pure and strong application of mind and that islwhy nee

a fuller session to discuss this particular subject. He strongly believedl thatState Finance Ministers

combined with the Centre have the capacity to surmount this particular problem. There is a shortfall in
revenue and it is also happening with other stronger economies in the woddstAte are progressing

ZHOO DQG ZH DUH RQ WKH ULJKW SDWK  +HisteHdr Xdheivid ® WKH +R
have a full session to discuss. He did not think that a decision needs to be takeowigintd he
FRPSOLPHQWHG +RQYEOH 8QLRQ )LQDQFH OLQLYYWHQHIRWWI R/ MLLC
the States aware and allowing the States to apply their mind and come up with fresh ideas.

267 +RQTEOH OLQLVWHU IURP .DUQDWDND VWDWHG WXEMWMFRPD Q\
One thing that everyone should remember is that there is no magic in economy &eaalthrough

efforts. This is an extraordinary situation and therefore we have to thirdoektrary. Nobody had

envisaged such a situation that has come now and we are dealing with it. Ladtwishdie firmly with

a resolute mind and move forward. He added that the finances part of iteey aliscussed but whole

economy had to kick start. The real solution lies there and to kick start thenggoStates are the

engine. Therefore, any support to State will certainly bring back revesfu€&ST into coffers.

Therefore, whenever this will be discussed, this one year period, we hav¢ghtoggh rough waters.

:LWK WKH FDSDELOLW\ RI +RQYEOH 8QLRQ )LQDEH R WH @LQY/GVEB N ULCE
COVID, they really believe in her. Next one year, all States would hauppos her to see that rough

waters are safely sailed through. Having said that, he added that lotooisdpdve been discussed by

States and lot of consultations are necessary. Crises throw up opportunitidheatsfore, for few

States compensation is very important issue for them as far as theicds are concerned and there

are few States for whom compensation is not a big part of it. Each State hasogat story to tell.

Hence, looking into whole picture of entire country, it is difficult to manage diffeeconomic
VLWXDWLRQV LQ HQWLUH FRXQWU\ LW LV LPSRIDNW®W 6WRD WIHF
management also. Therefore, there are two ways of looking at things,eshornéasures and long

term measures. Short term measures could be that some States would like to have competisati

right time and therefore they may be given the option of borrowing atdheirend, by removing

certain conditions, the borrowing limit which was increased from 3%®4aecently may be further

increased by 0.25% or more. Whether the whole borrowing should be done by the GST i€aunci

very big question. Secondly, looking into the situation, RBI always deals wigmnikegencies; RBI

maintains its SLR rate with banks. RBI has certain deposits to deal with the emergencies. Similarly, in
future, we should have certain corpus funds for the Council. Whenever few Statestaaw@ablems

or whenever the whole country is faced with issues like the current corona pancEnaic, corpus

funds have to be built over a period of time, so that they can be utilized in emesgetecthought that

wider consultation is necessary, course corrections are necessary and so manyggkeavki come

up. He believed that we can get through this if everyone put their energies tddetierthe leadership

RI WKH +RQYEOH 8QLRQ )LQDQFH OLQLVWHU XHR Q¥W GRW RWVRR 8 H DX
the extraordinary situation.
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268. +RQYEOH OLQLVWHU I|UR Pstates@iie Qndlér @ Bt of Str&ssV At @isWiKCuk if

a State like Telangana did not get GST compensation, it will be difficutbaintain the State. A
progressing State like Telangana will be the big loser. As per thEin&nce Commission report, they

are not getting any Revenue Deficit Grant. On the other hand, devolution fetatieealso has gone

GRZQ 6XSSRUWLQJ WKH DUJXPHQW RI WKH +RQTEOH '\ &0 RI "HC
WKDW WKH +RQTEOH 8QLRQ )drtGhb §&tés. Bavtd fintva-sblutioDtG thig BanbX S S
deliberated. Just like Dy.CM of Bihar stated, a full day discussion on this topic needed to be done. His
request on behalf of State of Telangana was that, either loan hagatsdokor FRBM norms may be
UHOD[HG E\ MXVW OLNH +RQYEOH OLQLVWHU IRU .RDBRQDWDND
needed to be paid. They had already factored in GST compensation in their budgets. On one hand,
already a lot of income of the State has reduced. On the other hand, if GST Caropexiso was not

given, then it will be very difficult to maintain the programs run by tfaeSThey are not in a situation

to pay the full salaries to their employees which did happen in the previous miansimdére request

was that GST compensation must be paid. He stated that if the Act does not fjorovateowing then

the Act may be amended to that effect to raise a loan. For repayment of saichsaioe measures can

be undertaken. Once the situation improves, GST revenues can be raised, course camdatiisiag

rates wherever necessary can be done to improve revenues. At this juncture, leddhjabshe

Central Government to pay the GST compensation. He emphasized that in the lestrey&tate of

Telangana had taken the lowest GST compensation except for the North-EasesrnNgtat when

they are supposed to get compensation, if they do not timely compensation, then a pgo§tatsi

OLNH 7HODQJDQD ZLOO EH D ELJ ORVHU haitperdo lo\gikeHte BSTUHT XH\
compensation.

26.9. +RQTEOH OLQLVWHU IURP :HVW %HQJDO VXEPLWRWUWG WKD!
FROOHDJXHV +H VWDWHG WKDW +RQTEOH 8QLRQ W& B Q¥FKDOA QULK/
matter may be taken up for discussion exclusively and whether the GST Council had the constitutional
authority to borrow, what are the sources may be discussed. He supported the statemeZiviodDy.

Bihar that this should be taken up exclusively and before that the officers shaustrbetéd to do due

diligence on the available options. A detailed discussion can follow aftertfisisinhe that this should

be taken to another meeting exclusively with the due diligence and optiongiteehén advance to

the States so that they can also do their due diligence and come back to the Council.

26100 +RQTEOH OLQLVWHU IURP 8WWDU 3UDGHV K ¥YMWHLW B G \WSKIHV H
a view point that whatever matters are assigned to Law and Fitment Committeesghe Council

meets once in every three months, the reports of the Committees should be tabletidé€fovmtil in

its subsequent meeting. Along with this, issues that were raised, istates to revenue collections

and topics which can increase revenue collections should be decided at the earliestoMsndm

issue relevant to the State of Uttar Pradesh There would not be any additionaldugrderthis and

therefore it has to be brought within the ambit of RCM. Brick KiliP& Masala issues have been

deferred for a long time. He impressed upon the Chairperson that these issuesheeednisidered

and requested that since Uttar Pradesh is facing hardship due to shortage of funds. Tl¢yohave

liabilities to face. All States have been demanding compensation. He stitdddisions resulting in
LQFUHDVH RI UHYHQXH PD\ QRW EH GHIHUUHG S RH QR Q LR YA
and will be looked into.

26.11. +RQTEOH 8QLRQ )LQDQFH OLQLVWHU iR & scpaxa@H&EIuswELY LVV
meeting would be held. Firstly, as a first step towards that, States whictovghate their view points,
VKRXOG VKDUH WKHLU WKRXJKWV LQ WKH QH[W WHRFRSGHVW6HFRC
Bengal, Revenue Secretary as the Secretary to the Council should do all the due diligence on the mode
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with which this can be accomplished, get all the opinion, compile and share watates within the

next ten days. Two weeks post that, in mid-July, taking all theWWiHUV Y FRQYHQLHQFHV
fixed for an exclusive discussion on the matter of compensation. If thatibleuexchange of thoughts
would have happened within the next ten days; application of mind can be done Hyy @dirties
involved and a day long discussion can take place.

26.12. The Secretary concluded that all the agenda had been discussed and the dkeisi@efare,

he formally closed this meeting; he stated that he wished to place on tlee@ppreciation for Ms.
Kajal Singh. She is an IRS Officer working in GSTN as Executive Vicad@et (EVP) for three years.
Her tenure was concluding this week and Council may like to record the appreciation for her work.

27. For theAgenda Item 10 (ii) the Council:

i) Took note of the discussi.

Agenda Item 11: Date of the next Meeting of the GST Council

28. This agenda item was not taken up for discussion.

29. The Meeting ended with a vote of thanks to the Chair.
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Annexure 1

List of Hon'ble Ministers who have attended the 40th GST Council Meeting on 12th June 2020

Sl

NoO State/Centre Name of Hon'ble Minister Charge

1 | Govt of India Ms. Nirmala Sitharaman Union Finance Minister

2 | Govt of India Shri Anurag Singh Thakur | Minister of State (Finance)

3 | Andhra Pradesh Shri Buggana Rajendranath M|n|.ster. for F'”"?‘”Ce’ Planning and
Legislative Affairs

4 | Assam Dr. Himanta Biswa Sarma | Finance Minister

5 | Bihar Shri Sushil Kumar Modi Deputy Chief Minister

6 | Chhattisgarh Shri T.S. Singh Deo Minister, Commercial Tax

7 | Delhi Shri Manish Sisodia Deputy Chief Minister

8 | Goa Shri Mauvin Godinho Minister for Transport and Panchayat Raj

9 | Gujarat Shri Nitinbhai Patel Deputy Chief Minister

10 | Haryana Shri Dushyant Chautala Deputy Chief Minister

. I : Minister for Industries, LEP, Tech.

11 | Himachal Pradesh | Shri Bikram Singh Education and Vocational & Ind Training

12 | Jammu and Kashmi| Shri K. K. Sharma Advisor to Lt. Governor
Minister - Planning cum Finance,

13 | Jharkhand Shri Rameshwar Oraon Commercial Taxes, Food, Public
Distribution & Consumer Affairs.

14 | Karnataka Shri Basavaraj Bommai Minister for Home Affairs

15 | Kerala Dr. T. M. Thomas Isaac Minister for Finance & Coir

16 | Madhya Pradesh Shri Narottam Mishra M|n|§ter for Home and Public Health and
Family Welfare

17 | Meghalaya Shri James K. Sangma Taxation Minister

. . . Minister, Taxation, Home, Disaster

18 | Mizoram Shri Lalchamliana Management & Rehabilitation

19 | Odisha Shri Niranjan Pujari Finance & Excise Minister

20 | Puducherry Shri V. Narayanasamy Chief Minister

21 | Punjab Shri Manpreet Singh Badal | Finance Minister

22 | Tamil Nadu Shri D. Jayakumar Mini;tgr for.Fisheries and Personnel &
Administrative Reforms

23 | Telangana Shri T. Harish Rao Finance Minister

24 | Tripura Shri Jishnu Dev Varma Deputy Chief Minister
Minister of Urban Development, Housing

25 | Uttarakhand Shri Madan Kaushik Rajiv Gandhi Urban Housing Scheme,
Census, Reorganisation and Elections

26 | Uttar Pradesh Shri Suresh Kumar Khanna M|n|§ter Flnancg, Parliamentary Affairs,
Medical Education

27 | West Bengal Dr. Amit Mitra Finance Minister
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Annexure 2

List of officials who have attended the 40th GST Council Meeting on 12.06.2020

Sl State/Centre Name of the Officer Charge

No

1. Govt. of India Dr. A B Pandey Revenue Secretary

2. Govt. of India Dr Krishnamurthy Subramanian Chief Economic Advisor

3. Govt. of India Shri M. Ajit Kumar Chairman, CBIC

4. Govt. of India Shri A. K. Pandey Member (GST), CBIC

5. Govt. of India Shri Sandeep M Bhatnagar Member(inv), CBIC

6. Govt of India Shri Dhruva Kumar Singh CCA

7. Govt of India Shri Anil Kumar Jha Additional Secretary, DoR

8. Govt of India Shri Ritvik Pandey Joint Secretary, DoR

9. Govt. of India Shri G.D. Lohani Joint Secretary, TRU |, DoR
10. | Govt. of India Shri Manish Kumar Sinha Joint Secretary, TRU Il, DoR
11. | Govt. of India Shri Yogendra Garg Pr. Commissioner (GST), CBIC
12. | Govt. of India Shri Sanjay Mangal Commissioner (GST), CBIC
13. | Govt. of India Shri N Gandhi Kumar Director, DoR

14. | Govt. of India Shri Amaresh Kumar Addl. Comm., GST Policy Wing
15. | Govt of India Ms Nisha Gupta ;]Ac;;:; Commissioner, GST Policy
16. | Govt of India Shri Vikash Kumar DC, GST Policy Wing

17. | Govt of India Shri Kumar Asim Anand DC, GST Policy Wing

18. [ Govt. of India Shri Vipul Bansal PS to Union Finance Minister
19. [ Govt. of India Shri Debashis Chakraborty OSD to Revenue Secretary
20. | Govt. of India Shri Rahul Raja OSD to Chairman, CBIC

21. | GST Council Shri Amitabh Kumar Joint Secretary

22. | GST Council Shri S.K. Rahman Joint Secretary

23. | GST Council Shri Rajesh Agarwal Director

24. [ GST Council Shri G.S. Sinha Director

25. | GST Council Shri Jagmohan Director

26. | GST Council Ms. Ujjaini Datta Director

27. | GST Council Shri Arjun Meena Under Secretary

28. | GST Council Shri Rakesh Agarwal Under Secretary

29. | GST Council Shri Nitin Deepak Agarwal Under Secretary

30. | GST Council Shri Mahesh Singarapu Under Secretary

31. | GST Council Shri Krishna Koundinya Under Secretary

32. | GST Council Shri Sarib Sahran Superintendent

33. | GST Council Shri Adesh Nayak Superintendent

34. | GST Council Shri Krishan Kumar Verma Superintendent
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35. | GST Council Ms Chanchal Soni Superintendent

36. | GST Council Shri Sumit Kumar Superintendent

37. | GST Council Shri Rakesh Joshi Inspector

38. | GST Council Shri Vijay Malik Inspector

39. | GSTN Shri Prakash Kumar CEO

40. | GSTN Ms Kajal Singh EVP, Services

41. | GSTN Shri Nitin Mishra EVP, Tech

42. | GSTN Shri Vashistha Chaudhary SVP (Services)

43. | GSTN Shri Jagmal Singh VP, Services

44. | GSTN Shri Sarthak Saxena OSD to CEO

45, | Govt of India Shri Sandeep Puri Comissioner, Delhi - Audit

46. | Govt of India Shri Nishith Goyal CR::llne;h(iZ;::;lssmner, Patna,

47. | Andhra Pradesh Shri Peeyush Kumar th |Se_lli)Comm|SS|oner (State Tax)
48. | Andhra Pradesh Shri K. Ravisankar ,(Aggll._)Commlssmner, State Tax

49. | Andhra Pradesh Shri D. Venkateswara Rao OSD, Revenue

50. | Andhra Pradesh Shri J.V.M. Sarma Joint Commissioner, State Taxe
51. | Andhra Pradesh Shri S. Sekhar Joint Commissioner, State Taxe
52. | Arunachal Pradesh | Shri Anirudh S. Singh Secretary

53. | Arunachal Pradesh | Shri Kanki Darang Commissioner of Taxes

54. | Arunachal Pradesh | Shri Tapas Dutta DCCT

55. | Arunachal Pradesh | Shri Teli Ngomdir Assistant Commissioner

56. | Arunachal Pradesh | Shri Nakut Padung ST

57. | Arunachal Pradesh | Shri Tayem Jamoh Inspector

58. | Assam Shri Anurag Goel Commissioner, State Tax

59. [ Assam Shri Shakeel Saadullah JCT

60. | Assam Shri Bedabrata Saikia Inspector, Taxes

61. | Bihar Dr Pratima Commisssioner cum Secretary

62. | Bihar Shri Arun Kumar Mishra Special Secretary

63. | Chhattisgarh Shri Gaurav Dwivedi ?2::9:'5'[))&' Secretary (Commercia
64. | Chhattisgarh Smt Ranu Sahu Commissioner of State Tax

65. | Chhattisgarh Shri K. R. Jharia ﬁgj't'ona' Commissioner, State
66. | Chhattisgarh Shri T. L. Dhruw :?_\g)(jltlonal Commissioner, State
67. | Chhattisgarh Shri Manish Mishra Deputy Commissioner, State Tal
68. | Delhi Shri Sandeep Kumar Secretary, Finance

69. | Delhi Shri Vivek Pandey Commissioner, State Tax
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Additional Commissioner

70. [ Delhi Shri Anand Kumar Tiwari .
(Policy)
71. | Goa Shri Daulat Hawaldar Secretary Finance
72. | Goa Shri Hemant Kumar Commissioner, ST
73. | Goa Shri Pranab Bhat Under Secretary, Finance
74. | Gujarat Shri Pankaj Joshi Additional Chief Secretary
75. | Gujarat Shri J. P. Gupta Chief Commissioner, State Tax
76. | Gujarat Shri S. Chhakchhuak Joint Secretary, Taxation
77. | Haryana Shri Anurag Rastogi 'IP'QQ;:;iF:)?: Secretary, Excise &
78. | Haryana Shri Vijay Kumar Singh é?)?r:.mlzizgilgieg; Taxation
79. | Haryana Shri Rajeev Chaudhary é(zpntnlfi);gisoisrnd Taxation
80. [ Himachal Pradesh | Shri Jagdish Chander Sharma Principal Secretary (E&T)
81. | Himachal Pradesh | Dr. Ajay Sharma CE:)c()(r:?Srglsmoner, State Tax and
82. [ Himachal Pradesh | Shri Rakesh Sharma Additional Commissioner
83. | Jammu & Kashmir | Dr. A. K. Mehta Financial Commissioner, Financ
84. | Jammu & Kashmir | Shri P K Bhatt Commissioner, CT
85. | Jammu & Kashmir | Shri Waseem Raja
86. [ Jharkhand Smt Vandana Dadel Secretary, Commercial tax
87. | Jharkhand Shri Bor Singh Yadav Commissioner, CTD
88. | Jharkhand Shri Santosh Kumar Vatsa Special Secretary, CTD
89. | Jharkhand Shri Brajesh Kumar State Tax officer
90. | Karnataka Shri Srikar M.S Commissioner, CT
91. | Karnataka Dr. M. P. Ravi Prasad Additionall Commissioner,
Commercial Taxes
92. | Kerala Shri Rajesh Kumar Singh Additional Chief Secretary
93. | Kerala Shri Anand Singh Commissioner, State Tax
94. | Kerala Shri S. Karthikeyan Special Commissioner, State T4
95. | Kerala Shri Mansur M. |. Deputy Commissioner, State Tal
96. | Madhya Pradesh Shri Manoj Govil PS, Commercial Tax Departmer]
97. | Madhya Pradesh Shri Raghwendra Kumar Singh CCT
98. | Madhya Pradesh Shri Sudip Gupta Jt. CCT
99. | Maharashtra Shri Sanjeev Kumar Commissioner, State Taxes
100. | Maharashtra Shri Dhananjay Akhade Joint Commissioner, State Taxe
101. | Maharashtra Shri Kiran Shinde ?2553 Commissioner, State
102. | Manipur Dr. Rajesh Kumar '(Alfingcnee;l Chief Secretary
103. | Manipur Shri Charchit Gaur Commissioner of Taxes
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104. | Manipur Shri Yumnam Indrakumar Singh Asst. Commissioner of Taxes

105. | Meghalaya Smt S. A. Synrem Commlssmner & Secretary,
Taxation

106. | Meghalaya Shri Arunkumar Khembavi Commissioner of State Tax

107. | Meghalaya Shri L. Khongsit ,_?g)(jltlonal Commissioner of Stat

108. | Meghalaya Smt. S. M. Sutnga $Z)s(|stant Commissioner of State

109. | Meghalaya Shri N. L. Sohliya :?zilstant Commissioner of Statg

110. [ Meghalaya Shri J. L. Kharwanlang ?z)s(lstant Commissioner of Statg

111. [ Mizoram Shri Vanlal Chhuanga Secretary Taxation

112. [ Mizoram Shri Kailiana Ralte Commissioner, State Taxes

113. | Nagaland Shri Kesonyu Yhome Commissioner of State Taxes

. Additonal — ,

114. | Nagaland Shri Wochamo Odyuo dditional Commissioner , State
Taxes

115. | Odisha Shri Ashok K. K. Meena Principal Secretary, Finance

116. | Odisha Shri Sushil Kumar Lohani Commissioner, CT & GST

117. | Puducherry Shri Shurbhir Singh Secretary (Finance)

118. | Puducherry Shri L. Kumar Commissioner (ST)

119. | Puducherry Shri K. Sridhar Deputy Commissioner, State Tal

120. | Punjab Shri A. Venu Prasad Flnanglal commissioner
(Taxation)

121. | Punjab Shri V. K. Garg Flha_mual Advisor to Chief
Minister

122. | Punjab Shri Vivek Pratap Singh Commissioner, State Tax

123. | Rajasthan Shri Niranjan Kumar Arya Aletlonal Chief Secretary
(Finance)

124. | Rajasthan Dr. Prithvi Raj Secretary, Finance (Revenue)

125. | Rajasthan Dr. Preetam B Yashvant Chief Commissioner, State Tax

126. | Rajasthan Shri Ketan Sharma Special Commissioner (GST)

127. | Rajasthan Ms Meenakshi Sethi Zaidi Deputy Commissioner, State Tal

128. | Sikkim Shri J D Bhutia Commissioner, CT

129. | Sikkim Shri Bikash Diyali Deputy Director, Systems

130. | Tamil Nadu Shri N. Muruganandam Principal Secretary (Full Addl.
Charge)

131. | Tamil Nadu Shri K. Gnanasekaran Addltlonql Comrmssmner (Policy
and Public Relations)

132. | Telangana Shri Somesh Kumar Chief Secretary

133. | Telangana Ms Neetu Prasad Commissioner Commercial Taxg

134. | Tripura Ms Tanushree Deb Barma Secretary, Finance

135. | Tripura Shri Tinkuma Darlong Additional Commissioner, Taxeg
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136. | Tripura Dr Sudip Bhowmik Deputy Commissioner, Taxes

137. | Tripura Shri Badal Baidya Assistant Commissioner, State
Tax

138. | Tripura Shri Ashin Barman Superintendent of Taxes

139. | Uttarakhand Shri Vipin Chandra Additional Commissioner (SGP)

140. | Uttarakhand Shri Anil Singh ,_?g)(jltlonal Commissioner, State

141. | Uttarakhand Dr Sunita Pandey Joint Commissioner

142. | Uttarakhand Shri S. S. Tiruwa Deputy Commissioner

143. | Uttarakhand Shri Ranjeet Negi Assistant Commissioner

144. | Uttar Pradesh Shri Alok Sinha APS/Additional Chief Secretary,
State Tax

145. | Uttar Pradesh Ms Amrita Soni Commissioner, CT

146. | Uttar Pradesh Shri Sanjay Kumar Pathak Joint Commissioner, CTD

147. | Uttar Pradesh Shri Paritosh Mishra AC, CT

148. | West Bengal Shri H. K. Dwivedi Finance Secretary

149. | West Bengal Shri Devi Prasad Karanam Commissioner, State Tax

150. | West Bengal Shri Khalid Aizaz Anwar GST PPU Head
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Annexure 3
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Annexure 4

Status of GRC Zone-wise (CBIC) and States/UTs as on 10-06-2020
DV SHU WKH RUGHUV DQG LQIRUPDWLRQ DYDLOD
http://www.gstcouncil.gov.in/grievance-redressal-committees-central-zonkstake

S. State/UT State level GRC Central Level GRC
Central Zone
No.
1 Jammu and YES
Kashmir
2 Himachal Pradesh YES
3 Punjab VES Chandigarh VES
4 Chandigarh YES
5 Ladakh YES
6 Andhra Pradesh YES Vishakhapatnam YES
7 Arunachal Pradesh YES
8 Assam YES
9 Manipur YES
10 Meghalaya YES Guwabhati YES
11 Mizoram YES
12 Nagaland YES
13 Tripura YES
14 Bihar YES YES
Ranchi
15 Jharkhand YES YES
16 Chhattisgarh YES YES
Bhopal
17 Madhya Pradesh YES YES
18 Delhi YES Delhi YES
19 Goa YES Pune
20 Pending Ahmedabad Pending
Gujarat
21 Vadodara
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http://www.gstcouncil.gov.in/grievance-redressal-committees-central-zonestate-level

22 Dadra ,Nagar Pending
Haveli,
Daman and Diu YES
23 Haryana Pending Panchkula Pending
24 Karnataka YES Bangalore YES
25 Kerala YES YES
Thiruvananthapuran
26 Lakshadweep Pending
27 Mumbai YES
28 Maharashtra YES Pune YES
29 Nagpur YES
30 Odisha YES Bhubaneshwar YES
31 Puducherry Pending
Chennai Pending
32 Tamil Nadu Pending
33 Rajasthan YES Jaipur YES
34 Sikkim YES
35 West Bengal YES
Kolkata VES
36 Andaman and
Nicobar Islands Pending
37 Telangana YES Hyderabad YES
38 Meerut YES
Uttar Pradesh YES
39 Lucknow YES
40 Uttarakhand YES Meerut YES
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Annexure 5

S)IC

COODS AND SETVICES
TAX COUNCI

INVERTED RATE STRUCTURE IN GST

The 12™ June, 2020

Fs preseriaiios. was mivade In Uhe T ymeciing, on U
WRITTECE Take shrachaye
Ve presesdaiios was based on e vecosionendiaiGion of
Comnniides of OABcors and Hlancsd cospamiideo

v Eveeysions W The Sooar sedhors was omphasired,

hosy bie Coometh ook o doedsion. om vRoiihe phosy
Ui oy s, a8y doeailed Aciooyaiiom, Yoo U oy
CAanps vecomwnendod Suwiher dscussions o Salure T
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v R GSY rate onoynobiie phone and s spoeGhiod paris Tas ey
veased froen V7% 00 V8% (as recommmnendoed oy Tho conavediiy

v YendiEhe WESRehyg Tes apsin vodiersded wnd veoosawiesmdod

fow WontiGhes sodiny
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rates on N made Te> s segment [1/2]
| Natural I Synthetic
Others | [ cotton | | Polyester | | Viscose | [ Others
5% > s
™ = =—|Inverted tax structure:

Source & rates

5%
o Iiwr{aﬁﬁa’*’ ‘
i Knittineg - _
e | i " S G
— Processing ' cﬂ?ﬁﬁigpods ~18%
5% Processed Fabric 5% Other inputs
125 Tech textiles Garments |5/12% Furnshing/. | 5 /1 5o,
L d __madeup a
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Inverted rates in Manmade Textiles segment ...(2/2

Initial rate:
=18% on fibre & yarns
=5% on fabrics

(No refund on fabrics)

GST on yarns to 12%
[Sep 2017]

1

Restriction on refund of ITC
removed w.e.f. 1.8.2018
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Based on 2018-19
numbers it is
estimated that annual
refund for textiles

sector is about

Rs 6000 cr a year

In coming years this
amount would
further increase

IMPLICATIONS

Fitment Committee’s recommendation

S 2%

12%| Grey Fabric 12%

-_Processing _ +
12% Dyelng |  12% Processed Fabric 12%
12% r-dnm Garments | 12%
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12%
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The proposed changes in rates are shown in blue (bold font)
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Agenda Item 1(ii): Confirmation of the Minutes of the 43 GST Council Meeting held on 2%
August 2020

The 4# OHHWLQJ Rl WKH *67 &RXQFLO KHUHLQDIWHWUHIHUUHC
$XIXVW XQGHU WKH &KDLUSHUVRQVKLS RI WKH +RQYEOH
6LWKDUDPDQ KHUHLQDIWHU UHIHUUHG H®RehbhergiMinibte&dddthe) SHUV R
Council who attended the meeting id@inexure 1 A list of officers of the Centre, the States, the GST
Council, the Goods and Service Tax Network (GSTN) who attended the meetingnisatre 2

2. The following agenda item was taken up for discussion in ttislddting of the Council:
1. GST Compensation to the States and Union Territories
Preliminary Discussion

3. The Chairperson invited the Union Finance Secretary and the ex-officio Secreltar =6 T

Council (hereinafter referred to as the Secretary) to begin the proceedin§ecréry welcomed the
+RQYJYEOH &0 +RQTEOH 'HSXW\ &0TV D QGSTR@Qfidi Weéttiod. Bd, onVHUV W
behalf of the Council welcomed the following new Members nominated from the v&tates, Sh.

$MLW 3DZDU +RQYEOH '"HSXW\ &KLHI OLQLVWHUERIHOOKDLWIWHW LR
Commercial Tax, Finance, Statistics and Planning from Madhya Pradesh and Sh.Subodh Uniyal,
+RQTEOH OLQLVWHU IRU $JINbiket@ Woticulural$RBrocessikg) \AgKicLiDueal

Education, Garden and Fruit Industries, Silk Development from Uttarakhand.

3.1 The Secretary then briefed the Council that the only Agenda thatagagliscussion on the
GST Compensation to the Statesandyv = +H WKHQ DVNHG 6K 5LWYLN 3DQGH\ -
begin with the presentation.

$JHOGD ,WHP *67 &RPSHOVDWLRQ WR 6WDWHYV 871V

4, The Joint Secretary, DoR began with a presentation (attachthagure 3) stating that it

was a small presentation to give the status on the Compensation released till then, theviemadgr

the interpretation of those legal provisions and thereafter a discussion onitims opvailable with

respect to GST compensation could be taken up. The JS, DoR stated that sieptiom of GST i.e

1t July 2017 GST compensation of around Rs. 3 Lakh Crore had been released out of a aafllection

almost a similar amount of GST Compensation Cess. The releases were sligatilian the collection

and he recalled that in the last GST Council Meeting it had been presenteduhdtRs.33,400 Crore

ZHUH WUDQVIHUUHG RXW Rl WKH &RQVROLGDMHG )ERIE RR,QBY.D
of devolution of IGST which was not apportioned in 2017-18. Taking the same into catisidéne

balance in GST compensation fund was around Rs. 11,000 Crore aduiyn 3020.

4.1 The Finance Secretary added that in tH€@ST Council Meeting held on £March 2020

WKH +RQTEOH &KDLUSHUVRQ Kiake |dgal QamioiR anHle emikeDisdueViKeH ZLOC
highlighted that after the Meeting on"1March 2020 compensation of around Rs. 65,000 Crore had

been released to the States while during the period April, May, June and Jdiatte®llection has

been only around Rs. 21,000 Crore.

4.2 Continuing with his presentation, the JS, DoR highlighting the challenges beew if
meeting the requirement of compensation brought out the following points:

a. The protected revenue continues to grow at a rate of 14% over previous year
irrespective of how the revenue performs.
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b. The GST revenues are expected to be adversely impacted due to economic impact of

COVID-19.
C. Widened gap between protected revenue and actual collections.
d. Less than normal cess collection due to economic impact of COVID-19.

He stated that all of this had led to the unprecedented situation that they aatedayt Further giving

a background of the same he briefed that such a hypothetical situation wasedisdouss the GST

Council was deliberating the compensation framework and that now it had become aQialgyhe

deliberations of the Council from th& @nd the 8 GST Council Meeting the JS, DoR stated that when
discussions were taking place as to whether the Compensation should be met ocesd theeipts

and there should be a dedicated fund for paying compensation or whether it shoultl foenpéhe

general revenues and CFl, the then Chairperson of the Council had remarkedfG®& Council

Meeting held on 22-23 December 2016 that it was not possible to meet it fronft @6uld be

unpragmatic to meet the compensation requirements from the CFl and that it shoetdhreugh the

cess amount and if there was a shortfall the Council should sit and delibar&dbw that shortfall

should be met. The JS, DoR added that this was further discussed{nGBa €£ouncil Meeting held

on3- -DQXDU\ LQ ZKLFK HYHQ WKH ERUURZLQJ RSWLRQ ZDV G
again had stressed that it was the GST Council that would need to delibettsten@ys available to

meet such gap. JS, DoR stressed that the intent was always to have a dedieatenf savenue in the

IRUP RI FHVV IRU SD\PHQW RI FRPSHQVDWLRQ WiReMikdde N DWHYV
implementation of GST. Further stating that this dedicated revenue s$teehmgood impact in 2017-

18 and 2018- DQG EHFDXVH RI WKH VDPH WKH UHOHDVH RI FRPSHQ\
impacted due to competing demands on the CFI on account of various Centrally sponsored schemes or
expenditure requirements of Government of India for internal security, defence requirement etc.

4.3 The JS, DoR stated that based on the discussions in the GST Council, when was Bill
presentedinth&d DUOLDPHQW VLPLODU LVVXHV ZHUH EURXJKW XS DQG 6
the Parliament had introduced an amendment to the bill at that time statimg tbatripensation to the

States for loss of revenue should be paid from the CFI. This was deliberated in toraddréind this

amendment was rejected by Parliament thereby clearly indicating the legisigntef the Parliament

that it was of the firm view that compensation should be paid from the compenfsatid and that it

should not be paid from CFI.

4.4 Proceeding further with the presentation, the JS, DoR brought out the constitutuisabm

on the basis of which the compensation law had been made. He detailed Section 18 of the Constitution
(One Hundred and First Amendment) Act,2016 stating that the Parliament shédhv,bgn the
recommendation of GST Council, provide for compensation to the States for tegsmie arising on
account of implementation of GST for a period of five years.

4.5 The Finance Secretary emphasised that GST (Compensation to States) Act, A84S5acs

as per the mandate given through constitutional amendment made in 2016 and strested that t
compensation was to be paid to the States for loss of revenue on accounewfantption of GST for

a period of five years so the issue had to be looked at, from that perspecto@pansation was to

be paid for the loss on account of implementation of GST. Proceeding wipnetentation, the JS,

DoR stated that the GST (Compensation to States) Act, 2017 was accordingly enasgtitngaf 14
Sections which provides for formula for calculation of base year revenue, pbtegenue, levy of

cess and the GST Compensation Fund. He detailed that Section 10 of the Alspforvthe GST
Compensation Fund which says that the proceeds of the cess levied under8Ss@ibhe credited to

the Fund, and such other amounts as recommended by the GST Council can be creditechtb the Fu
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Further, Section 10(2) specifically provides that the compensation shakhsaélonly from the Fund.
So, based on these legal provisions and as was discussed il"t@&SBCouncil Meeting on 14
March, 2020, opinion of the Ld. AGI was sought about the options which are availéiideGouncil
for various aspects relating to compensation.

4.6 The Finance Secretary reminded the Council that in th&39 Council Meeting held on 14
ODUFK WKH +RQTEOH &KDLUSHUVRQ KDG PHQRWQLRQBG WIKDYV
discussed in a special meeting in the month of April, but due to the pandemic, nceetohgot be
held. He also reminded that the Chairperson had mentioned of taking legal opinion anasaiease
*67 FRPSHQVDWLRQ WR WKH 6WDWHYV 871V DV ZDE¥H RYVREQHGD C
Accordingly, on the basis of directions given in the Meeting the opinion dé#ineed Ld. AGI was
sought on the matter. The Secretary asked JS, DoR to present verbatim opinion of the Ld. AGI.

4.7 The JS, DoR presented the verbatim opinion of learned AG:

a. Irrespective of what the situation goes, whether cess resources are adegottg or n
any point of time, the entitlement of the States are very hard coded in the Acarthat be
changed, it is protected revenue minus actual revenue, every year.

b. There is no express provision in the Compensation Act which puts a mandate on the
Government of India to raise resources or to arrange resources for payment of compensation.

C. GST Council has the power to raise resources, it is very clearly mentiotiesl Act
that GST Council has to find other sources to meet the requirement.

d. Council will be well within its rights to discuss the borrowing issue ¢@tnthe
compensation gap, nevertheless the borrowings will be determined by the constitutional
provisions which are different from the GST provisions, which is governedtinteA293 of

the Constitution.

*LYLQJ JLVW RI /G $*,1V RSLQLRQ DV DERYH WKH R&J NRQGHDG
information and consideration of the Counéihfiexure 4).

CertDLQ FODULILFDWLRQV ZHUH VRXJKW RQ WKH $*TE¥\RBK&GLKQ DE|
AGl in his comprehensive respongmfexure 4A) which was read out by the JS, DoR for information
and kind consideration of the Council.

5. 7KH +RQYEOH OLQLVWHU IURP 3XQMDE VRXJKWWHR U BILWLLDRDH
discussions and expressed his regret that the opinion of the learned A®Gtweasulated or shared

with the States in advance to allow them to be in a better position to commenttawiriig said so he
emphasised that of all the issues faced by the Council the issue of compensatibthe/asry top. He

added that the entire foundation of GST was built on the promise that ifwbieréo be any GST deficit

for any State, the Centre would make good the loss in the first five years. Now they were in a situation
where doubts were being raised whether the Centre is legally accountable for commpansiahould

the compensation be met by allowing States to borrow. It is one thing toasdiidle are no funds

available for compensation but an entirely another thing that there is no coemhito pay
compensation. Perhaps a few lines in the law may create some confusion in the minds of fmme but
those who have dealt with the subject for over a decade, there is no amibighity The very first

report of the Parliamentary Standing Committee on Finance which was headed byngreNioance

Minister Sh. Yashwant Sinha, in which a Constitution Amendment Bill was beingdeoediin 2011

and in the process provided for background of the GST Constitution Amenditiént2B14. It was

at the time when UPA was in Government and a lot of the BJP run States had pitatiefa the
mechanism of compensation to be made part of the Cldit RQ LWVHOI 7KH +RQTEOH
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Punjab drew attention of the Council to para 92 of the report, when asked whether caopémsat

States should be made part of the Constitution , Ministry of Finance statedwaat expected that

there would be no loss of revenue, nonetheless the Centre assured to pay compensationffed a speci

period if there was such a loss. He emphasised that it was in thighegiittfinally got incorporated

into the Constitutional Amendment Bill, 2014 which was later finally passed andavded as follows

3 3DUOLDPHQW VKDOO E\ ODZ RQ WKH UHFRPPHQGDWR/ IMRKHRI *6°
6WDWHYV IRU ORVV RI UHYHQXH DULVLQJ RXWILRMHL P SDWHVPH @GR DW
guestion was that the Parliament had enacted a law as provided in the Constitltiding stated
recommendations of the GST Council. Thus, this would require us to look at the Mofutes
&RXQFLOTV OHHWLQJV +H UHPLQGHG WKH &RX@Ett@riRtoWKH HO
enactment of the GST Compensation law. Many Members had invited attention that ithecase
compensation cess was insufficient to meet the needs Central Government should prthecbefaoit

from its own funds. Some suggested that if the amounts available for compensation were not sufficient

to pay compensation then the levy of cess might be extended beyond five years tathecsventfall.

7R WKHVH FRQFHUQV WKH +RQYEOH &KDLUSHUVRQ RIMIWKH &RXQ
end of Para 21 on Page 33 of the Minutes of th& 3T Council Meeting as follows:

37KH +RQTEOH FKDLUSHUVRQ REVHUYHG WKDW WKHUWD@DV FR
Government to provide 100% compensation and how it would be done waskKdd & RXQFLO WR GHI

This was further reinforced in th& &1eeting of the GST Council again in the words of the Chairperson
which are recorded on page 27 of the Minutes which are as follows:

37KH +RQTEOH &KDLUSHUVRQ DVYV X UsH &halMie HroviteR BiHi@\Weav8 InRQ W R
full within stipulated period of five years and in case, the amount in theG8&ipensation Fund fell

short of the compensation payable in any bi-monthly period, GST Council shall decidedbeof

raising additional resources including borrowing from the market which could be repaid by collection

Rl FHVV LQ WKH VL[WK \HDU RU IXUWKHU VXEVHTXHQW \HDUV ~

7KH +RQYEOH OLQLVWHU IURP 3XQMDE DGGHEGHWIKQW W W KZIDW W XIH
no doubt that promised compensation would cover 100% of the deficit and that itlweopéd/able
within the stipulated period of five years and the Centre would have the obligatiay &amd only the
manner of payment was to be decided by the Council. If there was shortageiimmwas an option
and in Page 28 of the Minutes of tH @ST Council Meeting a formal decision is also recorded that
Section 10(2) of the proposed draft of the GST Compensation Bill be modified to obflady that in
case the amount in the Compensation Fund was likely to fall short or fellteled@yuncil shall decide
the mode of raising additional resources including borrowing from the market wduith be repaid

by collection of cess in the sixth years or further subsequent years. Hothev&iST Compensation
Act which has been worded making no mention of the liability of the Centr&r@ment or of the
borrowing. In fact, when pointed out in the"eeting of the GST Council the Secretary to the Council
statement is recorded in Para 6.3, Page No. 13 as follows:

3&HQWUDO *RYHUQPHQW FRXOG UDLVH UHVRXUFHV BNKRAVQKEK PH
recouped by continuation of cess beyond 5 years. He stated that other decisions includingypogsibil

market borrowing for payments of compensation were part of the Minutes df keeBing and need

QRW EH LQFRUSRUDWHG LQ WKH ODZ”

7KH +RQYEOH OLQLVWHU IURP 3XQMDE | XUWKKH D EDRE Gl H\GX WIKHDAMW DMRK
it was evident that the GST Compensation Act was not worded as per thenadidiecisions of the

Council, but in view of the assurances given by the Secretary to the Council, nsistoon legal

change, agreeing to accept the promise there is no ambiguity what so eventtetw@e responsible
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for payment of compensation and that in case of a shortage Centre will haveide fooshortfall

including borrowing. If the Centre had no obligation to pay GST compensatiorhthgqodstion arises

as to why the orders for release of compensation from time to time wereidsind by the Central
Government, why not the Council Secretariat. The Compensation Fund is reflectddniothBudget

as a receipt of the Central Government under Major Head 009.Summing up he said that he appreciated

the view of the learned AG but if the Minutes of tie8 and 16" Council Meeting were seen it was

DPSO\ FOHDU WKDW IXO0O FRPSHQVDWLRQ SD\PHQW\ 22D & HLRNPU H
it.

6. 7KH +RQTEOH "HSXW\ &KLHI OLQLAVROHE CRH &K BDWSWHDRQH B U\
compensation for the year 2019-20 and for convening the meeting specifically on GST atimpens

He opined that this shortfall was not due to structural design of GSThératmay have been some

shortfall due to structural design but it was largely due to economicdasVewvand thereafter because

of the pandemic. He stated that he had gone through the Minutes of Parliarpsstaegings wherein
+RQYEOH OHPEHU RI 3DUOLDPHQW 6K . & 9H Qxhifesshtion tiktbeG PR Y H(
states on loss of revenue on account of the implementation of GST shall beopatde CFI. The

amendment was rejected so compensation to the States out of CFl was out of question. He recalled the

8" GST Council Meeting in which the then Chairperson Late Sh. Arun Jaitley had given a roadmap in

case of revenue shortfall which had already been mentioned but he would like to reiterate pointwise:

1. Compensation shall be paid for five years in full within the stipulated pefifice
years meaning compensation cannot be a deferred payment and shall be paid wigkiarfiv

2. In case of shortfall, GST Council to decide the mode of compensation whiakdhad t
RSWLRQV RQH EHLQJ UDLVLQJ DGGLWLRQDGCMWHBRIMRXUFHY W
remarked that if tax rates were increased by 1% overall, that should yigldronind Rs.

60,000 Crore of incremental revenue per annum and will lead to price rise \aad iof the

pandemic it was not an appropriate option at this stage to raise the tax rates.

3. With regard to raising cess rate, which are currently on demerit goods arme may
extended to some other items. This again he opined was not feasible as most ofwhes cess
from tobacco and motor vehicles. Increasing cess on motor vehicles was n@bam@agfitwas
greatly affected by pandemic. There was little scope of raising cess ondob&crequested

the Council to constitute a Committee of Officers which can look into the issue of inafease
levy of cess on existing items under cess, look for additional items for levy of cess and rates
thereon. He although opined that this exercise could lead to incremental rexfesnoesd ten
thousand to twenty thousand Crore per annum which again would not be sufficient
compensate the States.

4, The second option was borrowing from the market which he felt was the aoly opt

available which posed questions such as who would borrow, Central governméarroiy

or State Government would borrow and what could be the mode of repayment which had been
DQVZHUHG WR E\ WKH +RQTEOH &KDLUSHUVR®HQWUHRROG H (
be made through collection of cess in the sixth year and further subsequent years.

7KH +RQTEOH '"HSXW\ &0 Rl %LKDU VhaEtRd oly\oBtiGn 1afRvAY ikdtket KDL U St
borrowing. He stated that it would be better if Central Government could borroeoamgknsate the

States, but understanding the limitations of the Centre as the Centre &laglallg. 12 Lakh Crore of

borrowing this Financial Year which meant that fiscal deficit wassongs.5%. The projected revenue

shortfall assuming collections in FY 2020-21 to be 65% of 2019-20 would be around RakKB.65 |

Crore. Even in case of 80% collection the shortfall would be around Rs.2.7Grkaiéh He recognised
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the huge borrowings Centre had to undertake for this kind of deficit and the limitations itamtaild
He proposed that in such a case borrowing by States was an option to whichd3ilagreeable based
on certain conditions as follows:

Absolutely no burden on the State-exchequer.

Government of India to make necessary arrangements to enable the States to borrow.

Interest rate on market borrowing should be very low.

State is able to borrow as much and as often as it needs within the compensdiinitsgap
Assurance/Guarantee to be borne by GST Council or Government of Indiaufar st

timely transfer of amounts required for repayment and in case the cess fund fallseshort t

gap will be funded by Govt. of India or through the compensation cess fund and in no case
interest burden should fall on the States ex-chequer.

6XPPDULVLQJ KLV DUJXPHQWYV WKH +RQTEOH 'HPRUWURZLRIJ %LVK L
decentralised to the States, it would be the responsibility of the C&turedrnment to create a

congenial atmosphere so that States could borrow at lower interest rates , whateversanmguingd,

which could be repaid for from compensation cess fund, so the cess period would have to be increased

for another 4-5 years and as the cess fund is being maintained by the Centre arfstat#gise Centre

would have to take care of repayment from this fund . The borrowing fanutpsse should not impact

WKH 6WDWHTV DELOLW\ WR ERUURZ L Qadwokbd a@éhtled DoCGexeilRX UV H 7
borrowing for this purpose from normal borrowing limits under the Act. Hadudtated that without

going into the background reasons of shortfall, this year there would be a hicfeadef this year

States required monea PDQ\ GLGQIYW HYHQ KDYH PRQH\ WR SD\ VDODULH
only option left was borrowing, If the Centre wanted States to borrowgcthég borrow but the Centre

had to then make arrangements as had been discussed wherein the States would borrovobtinbehalf

GST Council or the Government of India and all the repayments and otherlinlgs have to be

WDNHQ FDUH RI E\ WKH *67 &RXQFLO 7KH +RQTE®HK '$IEFW W WE&D DWW
provided that at the end of five years the cess would be merged into CGST and SGSJ$tateshe

would have to forego revenue which would otherwise have accrued to them had cess beewitherged

SGST after June 2022, so that would be a loss for the States but the Stateilingrto bear that loss.

He further emphasised the immediate need of funds for the States and that whatever decision had to be
taken should be finalised in this meeting itself. He urged the Council to consider his suggestion

abrowbdeE

7. 7KH +RQTEOH OLQLVWH thteldUitraPthé Bsuk Oeidgbdzetisdéd was the most
important issue causing anxiety amongst all the State Governments. He notedvéizatvibrrisome

that in this fiscal for the period up to July 2020 Compensation claims df2R258.94 Crore were

pending for State of Tamil Nadu. He stated the importance that compensation paysieents the

overall fiscal situation of the State need not be emphasised, moreover signiti€dheesame had

increased manifold due to the fiscal stress caused by Covid-19 situatiatdétbthat the Government

of Tamil Nadu expected the Government of India to continue to honour its commitment anédb prot

revenue at 14% growth from base year. Any reneging from the promiseawilbnly affect the
confidence of the Stateinth RYHUDOO *67 IUDPHZRUN EXW ZLOO DOVR VWU
during Covid-19 situation. GST (Compensation to Sates) Act, 2017 assured revenues vgthvidPso

over base year. This law was enacted for implementation of Section 18 of th€dadtitutional

Amendment Act and to honour the commitment made by the Government of India while cayfassi

ushering in to the new taxation regime. It was on the basis of those unegasswances that most

of the States including Tamil Nadu undeD&E HUVKLS Rl WKH WKHQ +RQYEOH &0 /DV
agreed to support GST. He added that it was well understood that in the @8ef3ation to States)

$FW LW LV WKH *67 &RXQFLOYfV UHVSR @H\AL OX @EMHERX WGCWM IQNV L
moral and legal responsibility of providing compensation remained with the Cemivalr@nent.
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Therefore, as first option the Government of India should pay for compensatioitgrown sources,

the Government of India could be requested to source money from market borrowing and if necessary,
make changes in the Act to extend the levy of cess for a period beyond five grefinaricing
repayment obligation. He further suggested the GST Council to request the Goverhindiat

grant a loan to pay the compensation to the States, this loan could belmapaiti future cess receipts.
*RYHUQPHQW RI ,QGLDYYV ERUURZLQJV ZRXOG EH FKHDSHEDW KD C
also understandable that there may be apprehension that the economic slowdamansealfficulty

in mobilising resources for the cess fund and that there may also be an expgotattbe Government

of India that State governments must tighten their bills however they wished to esaphaisthe States

had already cut down drastically their non Covid related expenditure whichraiuié brought down

any further. Any further cuts would severely impact implementation of wee#feinemes which were
essential for protecting the poor and vulnerable. He stated that under the presemtance it was

more difficult for the States to mobilise additions sources of revenue thas ifowthe Centre. He

urged the Chairperson for her guidance in resolving this pressing issumannrer that helped the

States to continueRQWULEXWLQJ WRZDUGY QDWLRQYY GHYHORSPHQW

8. 7KH +RQTEOH '"HSXW\ &0 RI ODKDUDVKWUD H[MREHWUNGRI WHHKINV
Council and stated that the State had pending compensation claim of Rs. 22,534 Crore for the FY 2020-

21 till July and going by this rate this was likely to go up to Rs. 1 lakiheCy the end of two years.

, WKLV FRPSHQVDWLRQ ZDV QRW PDGH DYDGAORE®HK HVUL BHO®AH WK
hinder development works of the State. He emphasised that in times of COVID-3&theeeded

more resources to tide over the situation. He urged the Centre to borrow fromkbeandor States

it was not possible to borrow owing to the fiscal limits, as also Staiekl be unable to obtain the

interest rates that Centre could obtain and this undue high rate would uitifbatden the final

consumer in form of greater cess. If all States entered into marketetdoan, then interest rate will

further shoot up and it will become more difficult to raise loans. r€drds made a mechanism in the

form of cess to compensate the States that is to be paid up to fiveifeanset 2022. This period

should be increased further for levy of cess. Centre should, in the present sit@kigopravision for

loans and should compensate the States. Recovery made in the extended periogsedrbipethe

Centre to pay the amounts borrowed and interest accrued, till loan is repaid geshkolel be

continued. For a developed State like Maharashtra such a difficult financialhassiome, State is

trying to get out of the same but because GST is a major source of revaheestates so it is requested

that States should get the compensation at the earliest, Centre as an eldeshooldeconsider it
sympathetically and help the states tide over this crisis.

9. 7KH +RQTEOH &0 RI 3XGXFKHUU\ VDLG WKH PHHWGQJ zZzDV D
pandemic situation and economic slowdown on one side, with all States in finaisisahod with

struggle for economic revival on the other. He said that in his State more than 42% of the revenue was

lost after the Covid pandemic. He emphasised that theirs was a small Stateemwitiereaming through

commercial tax and excise and since they did not have any minerals, tourism wésh@menaajor

sectors which was affected adversely due to Covid. He recalled the meetings wigm Batm Jaitley

ZDV WKH +RQYEOH &KDLUSHUVRQ RI WKH &RXQFLODMNIL®R QLVQDHUFHH
going on among the members of GRIRXQFLO +H VWDWHG WKDW DV WKH +RQT
explained in detail the deliberations of tHe &' and 16' Meeting, the then Finance Minister took the
responsibility and said that Government of India would make good the losses to theaBthtes
compensation would be paid in time to them. The then Finance Minister algestd) that the
Government of India would come to the rescue or they could go for market bayr@@@mmenting on

WKH WZR RSWLRQV JLYHQ E\ +RQ T B@that'Cestde\would&orRrw a&nd ¢t U RQH
the compensation to the States and second that the States may be allowed to borrow beséu on ce
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conditions, he submitted that his State was not in a position to borrow from thet,nsdmbady the

FRBM had been increased from 3% to 5% and certain conditions had been imposedbtthl

Government going for additional borrowing and it was taking a lot of tim&tite Governments to

borrow from the market. Therefore, it was responsibility of the Central Gowet as per the
commitment given in the Act and also in the GST Council to compensate and disburtegretenue

with 14% growth, to the States, moreover now when some of the States akle torpay salaries to

the employees, in addition to managing the Covid situation which required additical Agrart from

this, economic activities had to be started for which some concessions had Yerbéythe State
Government. That being the situation he urged the Chairperson not to burden the Statéiseanet

the central government borrow the money and give it to states, alreadw#sgpeovision in the GST

Act that after a period of five years whatever additional cess had beenezbitezould be retained. He

further added that from past several months the lockdown had slowly easedaochetiad been
RSHQHG EXW VWLOO WRXULVP KDG WDNHGQ@H EHHTXKMWHG WKHL+t
Chairperson to let Government of India take the responsibility. Two things have beeth guetis the

statement of Finance Secretary in the Standing committee on Finance. The FinaneeySe dfet

Standing Committee of Finance said that Government had no money at present toTpay GS
compensation to the States, this should not be have been done and solution should haverbeen gi
7DNLQJ RSLQLRQ RI WKH +RQYEOH )LQDQFH OWQLW W HEX U\GHHRU R Q¥ [3
government and also on State Government and Central Government is duty bound to pay compensation

to the States, by not saying so an impression had been created in public of $aaimgsthat
*RYHUQPHQW RI ,QGLD LV XQGHU QR REOLJDWIOR/®R \E R HID U HsFHHLRYQ
KH RSLQHG WKDW WKH &HQWUDO *RYHUQPHQW §l&ar.FRe&IPg WPHQW
Section 7(2) of the GST (Compensation to States) Act he said that the compensatitmsiadeshall

EH SD\DEOH WR WKH 6WDWHY GXULQJ WKH WUDQVLWVRQIKBOORG
DQG QRW uPD\T HnbticE th& AtxkeWme @f @hRctment of the CGST Act, SGST Act and

IGST Act an impression was given that the manufacturing States will get advarhégelid not

happen; the manufacturing States were losers and consuming States were getting atieastaigel

that Puducherry though being a small State was a manufacturing State and was losingl@Bpf i

as their goods were going to other States. The land was theirs; electricityeivaswater was theirs;

labour was theirs and manufacturing was done in their State but revenuel doctide consuming

State. He stated that fundamentally they have to think about modifying anagnaadtifferent model

for GST. Since it was not working and they had to look into the fundameings tthen alone they

could arrive at a solution because five years alone are not enough, it is ndbgeohge the problem.
Government of India should come to the rescue of the states because it was a neguaatithe was

not blaming the Government of India. Government of India is also helping the states fforpose of

coming out of Covid. As far as borrowing is concerned the Government of India shoulthéake
responsibility, as deliberations that took place in the GST Council it was dhe options that had

been given that the Government of India will borrow and give to States. QuofRRj report the
+RQTEOH &0 RI 3 XGXFKHUU\ VWDWHG WKDW WHKHXEHW DWEBWNDNE Gk
Chairperson as to who would compensate for the same. Further he stated that Governmignt of |

should borrow and give to States. On the discussions with regard to Parliej@eing the amendment

PRYHG E\ +RQYEOH 03 6K . & 9HQXJRSDO KH UHPLQOB®IWKH &R
for more than 23 years and had great respect for the Parliament, but whatierations that had

WDNHQ SODFH LQ WKH &RXQFLO WKH DVVXUDQFHV PDGHR @V WKH
taken in Council may not be in the knowledge of the Parliament, so taking umbrageangument

may not be appropriate. Further he brought up the issue that every State wasg#itiegenue share

whereas Puducherry was getting only 26% whereas it was entitled to 51% and also Pudasheot

being duly compensated even in grants given by Government of India. He made a strémay fihea
+RQTEOH FKDLUSHUVRQ VKRXOG WKLQN RI HHWHQGLRJIJRWKM SHU
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different financial model for the States for GST. There was shorffakss and we were going for

market borrowing and that being the situation, considering this aspect asepegtihg could be called

as to what should be the different financial model, different sharing model s8$fiaCouncil can

definitely in its wisdom come to the conclusion. They were all hard pressed Stagywas suffering,
GHFLVLRQ EH WDNHQ LQ WKLV &RXQFLO PHHWLQJ VR WKDW +RQT
they will be able to receive the money for the States and then plan their expenditure.

10 The +tRQTEOH OLQLVWHU IURP &KDWWLVJDUK V\VDPDAMVGVWH DRV |
revenue or shortfall but the matter was of ensuring protected revenue guatsatee8ection 18 of

the 10% Constitutional Amendment Act. The issue as had beerXds¥ HG HDUOLHU LV 3DUOLL
and there were no options. The only rider was recommendation of the GST Councié Soutitil

had to make recommendation to the Parliament. He stated that views had been expressed that
Government of India is constrained for revenue and so were the States, so if the shortfall inaekto be

by borrowing, who should make the borrowings. He stated that if the States wereoasiaa tthe
ERUURZLQJV DQG DV ZzDV PHQWLRQHG E\ WK RRQWEEDENefil SXW\ &0
of additional limit apart from the limits for financial prudence sefBBM etc, then how did it restrain

the same thing to be applicable to the Government of India. Why should the head of dartfilg f

country shy away from this constitutional provision that had been made, that Patl&all see that

there would be no shortfall as far as protected revenue for the States is concerned. So af/émgually
States were asked to take this loan, even under relaxed norms, the Governmentwddrstznding

surety and being asked to provide sovereign guarantee. As also pointed outlbyachnthat the rate

of interest will be lower for Government of India then why should not G8{incil ask Government

of India to borrow, why should Parliament not make this provision and in adgitim®nce norms

could be relaxed for the States by the Government of India, so that these borrowings takem

rates be credited into the Cess Fund and the States be paid compensation. He also pibiatedeyat

were suggestions that the five-year GST compensation term be extended for areoylears on which

the Council was yet to take a decision. He added that lot of views had beessedpand discussions

held before the implementation of the GST regime but the basic issue widighbgatwere going for
borrowing to meet out the deficit in the cess funds then who shall borrow. ked ady the
Government of India seemed to be backing out and putting it on the State Governments mgkibe at hi
interest rate and standing sovereign guarantee. He recommended that the Govermdienaod lthe
Parliament must come forward, must stand for the country, for the federal structureltaadreighey

were there with the States in times of stress. The rights of the takatierbeen taken away from the
States and given to GST Council. He added that he was also not in agreeh@8iltitouncil should

take initiative and opined that Parliament should take initiative as enshrined in thédr@titutional
Amendment Act. He humbly reminded the Chairperson that she was leading tthesrCiouncil and

also representing the Government of India and in these times of hardship they should ask the
Government of India to take these loans. He added that he had some other sugggatiding) rother
possible revenue sources which he would share in writing.

11. 7KH +RQTEOH "HSXW\ &0 RI '"HOKL QRWHG WERWPWRKHDIDHNGKDIGA
GST Council and before that in the empowered committee since 2015 when theutGmmest

amendments were being framed. The intent of lawmakers was very clear. &8iwgioned as a new

tax regime in the nation with a vision seen by the Centre and as also shown teethéh&tat would

be very beneficial. In the process the States surrendered their rights for tabocollpdo 70-80% and

let go of the flexibility in their revenue generation. He noted that contoatlye vision, the ground
UHDOLWLHV ZHUH KDUG DQG VSHFLDOO\ LQ MussedabowW th®HYV +RQT
8" and 10" Meeting of the GST Council, he pointed that a careful reading of the Miofitthese
PHHWLQJY PDGH WKH LQWHQWLRQV RI WKH ODZWHNHIUNR F FBX\QMIDH
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had clearly brough forth the assurances made in the Council and what had been @ocumtentand

he would refrain from reiterating the same. He highlighted that in the cirancest that had arisen

today it was the responsibility of the Central Government as the Stategpmwmised that they would

be given a protected revenue for five years in lieu of the States surrendering0t88i%o rights of

taxation. He drew the attention of the Council to a vital point that #ie inception of GST for two

years the compensation cess collected was more than the what was required thv@&tates and in

those times the Central Government had been enjoying the possession of tlomeddciiss so

collected. When such was the situation Central Government transferred Rs.47,000 Grer€HRo t

from that cess fund. He submitted that when Cess being collected wagh®aorthere had been no
consultation with the Ld. AGI as to how to utilise the additional cess so eadlleshether it was

required to be distributed amongst states or kept with Centre. AintleaCentre conveniently credited

the money to CFI, now that it was falling short, they were shifting respatystbilStates to borrow

and manage. He added that he had always been raising the issue of Rs. 3,000 Croreeifl€ag®nht

pending for Delhi which had yet not been resolved. He lamented that when thellezted was more,

the Central Government had full liberty to utilise the excess cesdiscted and now that it was falling

short the Council was discussing that whetheri3tdt FRXOG ERUURZ 2Q WKH SRLQWYV
Deputy CM of Bihar regarding possibility of borrowings by the States he s#id#ihi did not have

the power to take loans and give guarantee. He again reiterated that Delhiev&tsite that did not

have the power to take loans and take guarantee. He again stressed that the regpufnsibdiing

the shortfall was of the Central Government as was evident from the Mintites#f8" and 16' GST

Council Meeting and the assurances given by the Chairperson and Secretary thessinsasdlby
+RQJEOH OLQLVWHU IURP 3 XQMDE +H DGGHG MHWD RHY MUX FEWM K
the GST Council in sectors of education and health where State and Centre mdutdgether and
thatifadecFLVLRQ ZDV WDNHQ WKDW LW LV WKHSYWBWRXOG ERVIRQW! E
good the shortfall then this would be the last time that States would ever tunanass by the Centre.

He stated that the assurances given in the meeting and the intent of the @darimging out the GST

framework were more important than what was written in the law. He emphasiséketiatent of

entire journey of bringing in the new tax regime should be seen and not what was written in the law or
whaW WKH OHDUQHG $* RSLQHG +H VWDWHG WK DWWR VKEO 8§ RALON
that the Act was actually failing to adhere to the Constitutional Amendmenhantdding the case,

they should amend the act and not put the onus on to the States. He again pointed out thakeif the Sta
would be asked to borrow it would be big betrayal to Delhi which did not even hapewee to take

loans.

12. 7KH +RQYEOH OLQLVWHU IURP *RD FRQJUDWXODWHGDW&H &K
taking KHHG WR WKH VXJJHVWLRQV PDGH E\ WKH +R Q YEKMHWO WKIHK W |
had seen how the GST had been doing thus far and that he had painfully listened tothemiwas
H[SUHVVHG E\ +RQTEOH OLQLVW H ¥ StuBtidn bt theld wére fadihgWasbav H G W K
DQ\RQHYV GRLQJ DQG VSHFLILFDOO\ QRW RI WK H KUY WLUD & KR W
even half the money was available in the kitty of the Centre, it would have been etmired
compensation reached the States in time to all States that deserve it and whoyasaibadlfor it.

He stated that it was economic slowdown initially and thereafter the most uteek@€2VID 19 impact

had been to the extent of economy coming to a halt during lockdown. He added that had lockdown not
been imposed there would have been a situation of large number of people dying in varisun8tate

regions thus, the situation warranted a lockdown. He said it was a challeaskrtg get the economy

back on track and to get the GST compensation collections to a level that Rtabet dave to

complain. He stated it was important to look at finer points which were notabke GST journey thus

far such as reaching levels of one lakh Crore collection, increasing taxpayeobaéd fakhs to 1.24

Crore and impact on collection of direct taxes through increase in number of assessgbdplavel
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due to GST. He noted that if today collections were down then all thes Sate been party to it to the

extent that tax reductions were State specific and as per suitability oktherale in the State. He

stated that the Covid pandemic had resulted in a grim situation and the §igowethat as economy is

slowly getting back on track, collections are increasing but he acknowledged teatvtee heavily
impacted as compensation was not being released on time. He drew the attention ofdih¢oGainds

*RD DQG QRWHG WKDW *RD ZzDV KHDYLO\ GHSHQGHWRKQERWH @ J
Further, he added that Goa was also heavily dependent on tourism which had belesmeleioy the
SDQGHPLF ZKLFK UDLVHG TXHVWLRQV RQ *RDTWHHRWRIFP LSURXEO¥HL
of other States, but small states get impacted by small amounts, noting that total dues to Goa were less
than Rs. 1000 Crore. He stated that Compensation Cess Fund currently had a balance of Rs. 11000
Crore and if his counterparts from bigger States could have a larger hedldr States could be given

their dues in time allowing them to survive and be saved from financlapsel Smaller States such

as Goa had a very small tax base and no new commodities or activities could be taxedate gener
revenue. My learned friends in the Council had been privy and part of the foomuathe entire GST
structure, He found it appalling thdt," and 18'GST Council Meetings were being quoted , though

they had a roadmap mentioned in these very Minutes that if there was a simotti@alievenue, GST

Council will take a call, the GST Council had to decide a way outsa chshortfall and it had to be

a concerted effort of both the Centre and the States and the Centre alone could notespdmedible

in isolation. He found that no one was offering any solution as to from where the reveldieome.

He stated that solution could come from out of box thinking as these times dgiwenobom for any

further taxation. He suggested that tobacco was injurious to health and quotinggR@d4 fbr direct

and indirect disease costs attributable to tobacco use exceeded one lakh crae 1cl@8é of GDP

and thus the Council should consider taxing tobacco and tobacco products. Tobsetfeeting both

rich and the poor, with poor finding no means for treatment. He noted that af dxestdi increased by

Rs.1 the exchequer could realise an additional Rs. 50,000 Crore and even a slight higguss imidr

result in further up to 50/60/70 thousand Crore. He urged the Council to reeapalyhich products

higher cess and more taxes could be imposed without impacting growth of econoongeHehe

Council to come to a solution through consensus and not blame anyone. He further stated that the levy
of cess could be extended for a period beyond five years so that the collection of ctioypersa
thereafter could be used to pay off current borrowings, which are much requiiectinrient scenario

and not let the economy worsen. He agreed with the opinion of the learned AletlE8T Council

had to decide in such situation. The States and the Centre had to come together and deciddaramn borrow
and the cess could be collected far beyond the five-year period to repayrthweitgs taken so that
situation in the States did not worsen any further, with no salaries paid topileyees and staff. He

called for a solution driven discussion and consensus in the Council. He notedriaatere 221 items

in the 12% GST slab and 607 items in 18% slab, and that this could be rationalised to a sisigle rate
instead of two. He highlighted that the collection levels of Rs. 1 lakh Geatéeen touched in 2019-

20 and that there was a 10% increase in GST Collection in the period JABV&A9 vis a vis the

same period in 2017-18, implying that the new GST regime had worked well. He ikgédtRQJEOH
Members to give solutions in these challenging and difficult Covid times on how the recehdide
increased, how greater cess could be collected and possibly later rates could alssabedrsw that
6WDWHY GRQIW VXIIHUhdvesBffitheht Hevarid€) Wit mot 2Rt00gB the Centre had
plenty of funds which they were reluctant to release to the States. The quéustimulus provided by

Centre in all sectors including Housing where tax rate is only 5% and for aflefualsing only 1%.

These were all positive steps. He stated that India had always been rasdiemider the leadership of
dynamic PM they would tide through these times and India will be the most maesp=untry and

that economy would rise again. He added that he had carefully listened to andatgbrdwe
DSSOLFDWLRQ RI PLQG H[KLELWHG E\ WKH +R@VEDBG&KBILOBWU
confident that the economy will make a strong comeback. Stating on behalf of the Sta#srhe
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again requ WHG WKH +RQYEOH &KDLUSHUVRQ WR ORRN LQWR SURE
Centre to a father figure and the smaller states as little children doyitiile things and sometimes

the father lets the smaller child eat first and lets the elders, in theofdrsigger States eat later as their

hunger is more so also their capacity to wait. He again requested the Centregan®taites that the

current balance of over Rs. 11,000 Crore in the cess fund be utilised ifoy péfythe smaller States

so that not everyone is in a critical situation and the smaller States faandegoing forward they

were all in it together and helping each other to revive economy.

12. +RQYEOH OHPEHU IURP -KDUNKDQG UHFDOOHG WRHKBNWDWHF
Goa was a small State and there is a necessity of putting more focus on it anebhbataharkhand

is a little bigger than Goa but would be one among the small States. Also,db&realamong poor

States. The amount they would ask from the Central Government which the Governnmmdia of |
possesses, in the GST Council, is also a small amount. They are requesting for Rsra4@iicnas

not large. It is below Rs 2500 crore. Hence, in the beginning they requettishatmnount may be
UHOHDVHG LPPHGLDWHO\ VR WKDW EXVLQHVV RI WKH I6WWDNUMH *RY
from Punjab, in the deliberation, spoke about how the GST was made in the beginning, howisonsens

was achieved which is remarkable. This is worth focusing on. It is possibléh¢hapinion of the

learned Attorney General would be about the legal responsibility. However, any government would be
vested with moral responsibility along wit OHJDO UHVSRQVLELOLW\ 7KH +RQTEOH
is the head of the family. She is the eldest and taking care of the youngsrtmranoral responsibility,

especially during these times. The Government of India is helping the Statesrbutetp is required

RQ WKH LVVXH RI *67 +RQYEOH OHPEHU IURP %LKDU KDWR/ WDWH
slightly differ here. When there is a requirement of taking loan, then the head amiheHas to take

the loan. If the Central Government does not take the loan, then the GST Council shaihle lade

and the Government of India can become the guarantor and the payment may also bethwde by

He stated that protected revenue for five years, which was guarantpedthe amendment to the
Constitution, has to be given to the States. Hence, there should not be backtoackimgse
commitments. They have trusted the Central Government in the past, they contimgé nowr and

will continue to trust in the future as well. They should not be ssweiin giving the protected revenue

of 14%. He stated that the issue with Jharkhand is that they are a ctarin@aState. They get less
UHYHQXHV LQ WKH *67 UHJLPH &RQVXPLQJ 6WBW®W H\Y ZRQOEIDHW
Member from Puducherry. He was right when he said that manufacturing Stateslbasen GST.

Their collections are low. There is a necessity of focusing on this issudDeI®Mimes have brought

social and health related responsibilities. There is a dire need for money amglteeiions are also

falling. Since the Chairperson is also the Finance Minister for the Governfrladiag he felt that it

was necessary to convey that the Central Government has lot of pressure on the refsie &iate.

For example, 24% of the all coal mining in the country is done in Jharkhand. The modsictone

within the State but the revenues accrue to the Government of India. Fifty thagsasdf the State
*RYHUQPHQWTTVY ODQG ZDV ORVW EXW WKH\ GL®LQRWWIHIW YD QLW
Jharkhand and sanctioned only Rs 250 crore. Their outstanding requirement is about Rs 45,000-50,000
crore. What purpose will Rs 250 crore serve. He requested for those funds. &tevielwell aware

that this is the meeting of the GST Council but the Chairperson igheseinance Minister of the

country. He requested that they may be given the funds through Coal India Ltd in comswitatibe
+RQYEOH OLQLVWHU RI &RDO 7KH FRPSHQ\abdislsii@ bh&paidbK H 6 W D\
the State. The Coal below the surface belongs to the Central Government but treddags to the

State Government. He also requested for the GST Compensation money (protected raueralss)

the compensation for coal mining. He thanked the Chairperson for listening to him.
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13. +RQTEOH OHPEHU IURP +DU\DQD VWDWHG WKDW PDQ\ +RQTE
issue of compensation. Without going on the same lines, he wanted to convepryamtaHvas a
manufacturing and exporting State. He felt that States like these were wawstehit revenue had

declined. On top of that, COVID pandemic had negatively impacted the overall fumgtitbiot only

the State but also the Centre was affected by this. He wanted to sum up the discussion by making thr
SRLQWV ))LUVW DV +RQYEOH OHPEHUV IURP "HEBRL&RBIQYMBEKD GG
power over the formation of the GST Council, it was stated that Parliamelat eemnide. He requested

that in the coming session, as the Chairperson of the GST Council, she sheuid tiils issue and let

the borrowing come from the Centre. Today, when he speaks for Haryana, around Rs 5,850 crore GST
compensation is pending pertaining to the last four months. It is pretty hasthtes like Haryana,

which are manufacturing and exporting, to work without capital. Second, COVID had givémoa

every State and he felt that extension of protected revenue period should be extended beyond 2022 and
the GST Council should start working on it. Maybe the 14% gap could be reducedshbald be a

revision but it should be extended further for at least three to five years. Thirdvpahtno Member

KDG VSRNHQ WLOO WKHQ ZDV WKDW WKHUH KDGMéhbeEfldmD SODQ z
*RD K\ VKRXOGQTW WKH *67 &RXQFLO SODQ RQ LQ@HKHD WIKHIUW K
is tax collection. This power is with the GST Council which can decide and propose to Government of

India that at least the tax slabs should be reviewed. If the 5% tax slab is chmfgedthix slab, then
DFFRUGLQJ WR KLP WKHUH ZRXOGQYW EH D KXJH Y.RQUFULOHDLVRQ LQ
tax slab had the largest basket. If the 12% slab was increased to 14% or 1ZB%oamds increased to

30%, then at least the gap which was created over the last three years wiltlbEléilfelt that for the

coming meeting on 19September, Central Government could deliberate and the States also should
propose on how to get additional coltLRQV VLQFH &HVV FRXOGQIW EH WKH RQO
crore would be the cess collection, then the Central Government cannot fill the tyegpStates. There

have to be alternative ways which have to be worked out by the GST Caddadihought that all the

members will agree. He made another request that Vidhan Sabhas are being conductaltly physic
Parliament session will be attended physically and so, next meeting of the G®TilGnay be

physically conducted at Vigyan Bhawan. This is better since each and every State wouldrigrpres

the meeting and it would be very easy to coordinate and discuss on issues which magdres not
effectively through video conferencing.

14. +RQTEOH OHPEHU IURP 7THODQJDQD VWdadteerHoGtheV@ddtvdl RQ WK
Government, all the States had joined the GST. In the Act itself, it was diateitl was protected
UHYHQXH 7KLV $FW KDG FOHDUO\ FRQYH\HEQRWHKBW HW D WHNG X |
actual revenue would be the compensation which would be paid accordingly. So, on tila¢ Cen
*RYHUQPHQWYY JXDUDQWHH DOO WKH 6WDWHY KIX®W RPRMWNX Rb7
the States subsumed around 70-80% of their revenues. Whereas the Central Government sulgsumed onl
around 30-31% revenues. The Central Government has other sources like IncomerparatiGo

Tax, Central Excise Tax and many other opportunities are present for the Gaveahment. States

had only few opportunities left and meagre things are l&fM WK WKH 6 WDWHY +RQTEOH OHPI
stated that it was clearly decided in tffe 8" and 16" GST Council Meetings that if compensation cess

falls short, either the GST Council or Central Government will take a loan and give to the States. Now

there was a proposal that States should take the loan. He wanted to state tltatmygesation cess

was left with the Centre, at that time Rs 47,000 crore were credited into Considfidateof India and

IGST amounts of around Rs 1.5 lakh crore were transferred to Consolidated Fund of Indighékéhen t

were excess funds, they were transferred to the Central Government but when thelfahdg féhe

6WDWHY DUH EHLQJ DVNHG WR ERUURZ YHFRWLWRDW\KHKAHDNA NLX
it to the Centre, he stated that they all should think that if States tedebtiman then lot of issues would

come. FRBM limits, variable rate of interest between States, loan tenurefor three years (the rate
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of interest will be decided on the tenure as well), when they will pay the compansatk, when

States will get the compensation and when will they pay back the banksl &te thigre when the State

takes the loan. He sincerely requested that Centre should take the entire redgp@sbilie should

take the loan and give money to the States and the GST cess period can be extended tifile the

cess period has to be extended cannot be told now. Nobody was able gatbllvehen the COVID

issue will subside, quantum of losses etc. In these circumstances, they suggést ¢eas period

should be increased till the repayment is over. Total period is for five yedingrsare about 20 more
months to go. How much compensation will be paid, when the COVID situatiompilbve, when

exactly the revenues would increase nobody can tell. So, it is better that Genveahment should

take the responsibility and it should pay the compensation as quickly as ptussitdeStates so that

States can work better in health sector and other sectors during the COVIhjatnmes. They were

not able to pay the employee salaries for three months and they have to paynfiieyees. Their
situation is very bad. His plea is that Central Government should take all the regippasid they

should take the loan. It will be easier for the Central Government to take the loan rathiee theates

since individual States will get loans at different rates. What rateterfest should be applied for
repayment, how many months should be the loan tenure etc. complications can be avoided. The request
from State of Telangana was that the Central Government should take the loan tredSiates. His

second request was to Dy. CM, Bihar. In thd" 4BST Council Meeting, a committee on IGST
settlement was formed under his chairmanship. He requested that a meeting of the committee on IGST
settlement may be convened as early as possible. Once the election notificaBidrarfas released

then he would get more busy. Telangana should get around Rs 2700 crore. Decision has aiready bee
taken, only the method has to be finalized in this issue. He requested Dy.CMihaihameeting of

the committee should be convened as early as possible, the method for IGST sestemienbe

decided and States should be paid what their dues at the earliest. Dy. CMdifiad that in the 40

GST Council Meeting it was suggested that the officials would prepare a nowimgghis issue and
circulate among the States after which a meeting of the committee on IGST settiam&htoe
convened. He requested the Finance Secretary and other officials that a note sheydrbd pn this
LPPHGLDWHO\ DQG WKHQ WKLV LVVXH FDQ EH KD/W XW K H\G E HR®H] (
expeditiously.

15. + R Qd ménber from Andhra Pradesh stated that GST enactment probably in independent

India was the biggest exercise and deliberation that could have happened which restiged in t
enactment that everyone was aware of. He did not have the opportunity to paitidipaiaitial years.

In the presentation that was given at the beginning to this meeting there weisstiesr that were

mentioned. One is that the then Chairman when requested by certain Members from variohadstates

opined that it was difficult to pay money out of the Consolidated Fund of India because of Income Tax
DQG RWKHU WD[HVY FRPLQJ WKHUH 6HFRQG WKHURIZDOVLD SBHQW L
Shri. K.C. Venugopal from Kerala asking for money coming in from Consolidated Fund of Imdla w

also was not accepted. Another was interpretation of Section 18%6€bdstitutional Amendment and

WKHQ WKH OHDUQHG $*fV RSLQLRQ 2Q VWKWDY R@H LMWV HDGBIS HADKUH
indication of showing the way forward i.e. by way of States being enabledrtmabdle felt it was

indicated that way. When they look at the actual enactment and the way the vditmratins that

took place over more than a decade ago, the spirit of the entire enactment whinkntiased by
+RQTEOH PHPEHU IURP 3XQMDE QX GunkilHdetihl, P& nditérdted tigat W K H
SThe Hon'ble Chairperson observed that there was Constitutional commitment for thel Centra
Government to provide hundred per cent compensation and how it would be done was for the Council

W R G HRlaGokhér instance the minutes of thHie76 7 & RXQFLO OHHWTIh® BoWd¢DWH WK
Chairperson said that in the Council there was shared sovereignty between the CentreS&tatethe

and the Council was the de facto legislative body and it was expected that ibenBarland the State
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OHJLVODWRUV ZRXOG DGRSW WKH FEHFVH ROGI RE HWK HJ B R X3XRLMD EC
stated and he repeated that in tH& GST Council Meeting, while perusing the draft of the
Compensation Act it was approved th&Bection 10(2 (Crediting proceeds of cess to GST
Compensation Fund): To modify this sub-section to clearly reflect that compensation giaad be

monthly and that it shall be paid within 5 years, and in case the amount in the GST Coinpénsat

is likely to fall short or fell short of the compensation payable in any bimgoehiyd, the GST Council

shall decide the mode of raising additional resources including borrowing from thetméduiké could

be repaid by collection of cess in the sixth year or further subsequeritygd@ WKH PLQXWHV RI W
*67 &RXQFLO OHHWLQJ LW ZDV UHFRUG H Gxpvasdetha hapetthangidd Q + RQ 1
faith would prevail and that the Parliament and the State Legislatures wdudinrérom amending

the Rules placed before them after the approval of the Co#inblQ G WKHQ 6 HFUHWIisJ\ DOVR
implied that the Central Government could raise resources by other means for congomeasdtthis

could be then recouped by continuation of cess beyond five'year® WKLV HQWLUH GHOLEHL
process that followed before the enactment of Compensation Cess Acledrlg seen that all States

had cooperated with the Centre in all ways for a common good cause and there migiaibe ce
technicalities or words that have been used in the actual Act but on thethvi@lpirit states that it is

WKH &HQWUH WKDW ZLOO WDNH FDUH RKDW \FRIQRUWW O U G [WRSH
demonetization happened, most of the States revenues fell short, but all Statlyscactperated in

the spirit of federalism and went on to take whatever was given. On tHe,ith® State of Andhra

Pradesh feels that responsibilities of States are multitude in naturer amokéacloser to the common

man. So they would like to emphasize that the transfers to the States shou&tigingwconsideration

over other demands of the Central Government and keeping in view the multitudecefssitrat State
Governments are mandated to provide, where any shortfall will have direct amdeadffect on the

citizenry, the responsibilities and commitments have become more onerous due toVilbe180
SDQGHPLF HVSHFLDOO\ WRZDUGYV KHDWK FDUH DQG VRFRRDO SUR
Telangana said he felt that it was difficult to even pay the salaries gétkenment employees in view

of this crisis. Since the Central Government has the power, authority and taciktige the money,

the Centre either by revision of compensation cess or Government of India bgrramd then

extending the compensation period or even by authorizing the RBI to raise the mdmatiseyt tide

over the crisis. On the whole, they truly opine that the because of variousf$&tates, various revenue

patterns and various specific nature and financial situations, they feel that Rasto somehow hand

hold the States and take them forward by providing all the compensation they haeivio aad even

more, if possible. It becomes very difficult for smaller and medium Statepay at later stage because

of amount of borrowing.

16. +RQYEOH OHPEHU IURP $VVDP WKDQNHG WKH &KDLUSHUVRQ
He had mentioned his thoughts on this issue in the previous meeting also. Some ofehisceste
colleagues had taken a stand that it was for the Central Government to papsatiopéf it was not

legal responsibility, at least it was a moral responsibility. The poovisf the Constitution was very

clear that compensation will be provided for GST implementation. Nowhere is it merttiahddbtate

and Central Government suffer revenue loss for certain other reasons not loé¢a83%e he thought

that Central Government was neither morally nor legally responsible to pagnsation to the States.
There have been losses in the past four to six months (analysis of nedbst®w this), They have

lost certain amount because of implementation of GST but they have also losv@8derbecause of

the COVID-19 situation and lockdown which was imposed state wide. When Central Government
imposed a nationwide lockdown, it was a national policy. But, thereafter tdtis, lockdown was
imposed in Guwahati on their own count. There was question by Central Goverminetinér it was
warranted but the State went ahead. On that count, they suffered a loss of Rs 100 sribtbe\ieral
responsibility of the Central Government to pay that amount to them? He thioaigifitat tough stand
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is taken like joining in the federal structure of GST Council was writeeghlis colleague from Delhi
had stated, then everything would be scrutinized afresh. At some point of tinparttiesmic had come
and lockdown was imposed, it was not envisaged by the former Chairperson when drawiingutes
ZKLFK +RQTEOH O HjatEreféireldid? Phd3& minutes referred to a situation of shortfall of
revenue because of the GST implementation. Those minutes should not be referred out dbdagtext
to emphasize that whatever may happen, the Central Government was morally resfmpsip|&®
States. In Centre-State relationship, morality had no place. Parliament had pasSedstiation
which states that it was for the GST Council to prescribe the manwiidh the compensation can be
paid. Once the Parliament passed the law and State Assembly ratified it, thestateésnake the
Central Government morally responsible. He thought that an artificial aura aheimdhould not be
created that they will not do anything to earn revenue, whenever there is a propasatefasing
revenue, they will collectively say that it was not the proper time andctiree back to the Central
Government to fix moral responsibility. There was nothing moral in this woshdtpurely a legally
binding relationship where they have entered into the GST Council. He abegddrtthe loss on
account of implementation of GST which can be easily separated, he thoughsdinae gioint of time,
whatever may be the wording, they have to find out a way for paying theeosation cess to the
States. For the loss on account of COVID situation, when Kerala had suffered floagsllowed
certain provision, for Kerala to raise revenue and under the Constitution they hadiverera
prescription to raise revenue. There was no morality involved at thatgbdime which was done by
the Constitution. He admitted that the Central Government has taken good careoGitely the
pandemic and if someone used harsh words, he was very sorry for that. The Certraht@ot/had
arranged Revenue Deficit Grant and Devolution Grant. They could have taken amdoegal stance
that Income Tax, Excise Collections were low and hence grants may not be given. Thguesiiah
would have been flattened. The Central Government was looking after the Statesditkealooked
after her child during crisis. The Chairperson was playing the exact sankleddtated that in spite of
revenue loss, he would require about Rs 2,148 crore but he would not use aaisigleord or put
moral, legal responsibility on the Centre. Going by the conduct of the Chairpersoncim, kearwas
convinced that the special meeting was convened to help the States knowing Hsanéitler the
moral responsibility nor legal responsibility to pay for the loss dueQ¥ID-19. He stated that on
account of GST implementation, the Central Government may have responsibility. His suggestion was
that the GST Council at some point of time had to clearly make up minchéhahad to raise the
revenue. They cannot block revenue realization/revenue generation proposals arsk tloenthe
compensation. State of Assam will support on this front and any State which opposeg revenu
generation program, he thought that they should not be given compensation. Afterdiaunonths,
when Central Government comes with the proposal to hike rates, then they shouldondé stgbilize
those proposals. If they have said that Central Government had moral and legadibdgpdo pay
compensation then equally the Central Government can also say that it wasdfaiand legal
responsibly to come to Council with proposals and the States should approve moratgadiyd |
whatever tax generation program the Central Government proposed. Learned AG had oplioaal that
could be raised. He would suggest two things. On the account of implementation, efl@as3ver loss
was suffered, the Central Government could give by raising loan. On the lossddfierto COVID-
19, the States may be given some fiscal space where they will raise loan tsuttfjeaequirement. If
they did not require, then no loan will be raised. If they felt that they neededd the market to raise
loan, they will go to the market to raise the loan. All these thingd®#ccounted. Once compensation
cess was collected by extending beyond five years, whether they will comtipag the States again
for five years is a different question altogether. The learned AG has cladrihaacess revenue can
be collected even after five years. So, let those cess revenues be collected armkdéoupby back
to banks and RBI. He was of the opinion that the losses should be bifurcated anshBtdtebe told
about their loss on account of GST implementation. If there was a certaonl@sgount of national
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calamities, then there was a constitutional provision on how to manage ardkgoovi. The GST law
is clear on this. The Chairperson had convened this meeting to discuss this issue anditiouasgr
her that she was looking after States well in the COVID-19 situatiohe@adain emphasized without
her, they would not have been able to pay salaries. Today they are doing that. Evhr Résenue
Deficit grant was finished, she again reappropirated and started payinget $tetse things history
will record. Some people were trying to project as if the States wefteeimyf looked after by Centre
but history and records will say otherwise that Centre has gone out of \maiptthe States in this
crisis. Clearly, there were two losses, one on account of GST implementatiomandroaccount of
COVID-19 pandemic. He requested that for GST implementation loss, the Ceovexin@ent can
borrow and the GST council will pay back to Central Government or RBI thentess that will be
collected even after five years or at the enhanced rates whenever they asitioato raise the rates.
On the COVID-19 related loss, the States imposed lockdown and managing the Stateimwas t
responsibility fully knowing that there will be loss. On that count, his hursibgestion was that
certain fiscal space and borrowing limit may be given and if theyHelneed to borrow, they will
otherwise they will not. He would not be one among those who would hold the Cemnerh@ent
morally and legally responsible for COVID-19 loss.

17. +RQYEOH OHPEHU IURP .HUDOD VWDWHG WKDW WKH SURYL)
constitution or any other law was unconditional. There was no reference whatsoeveesstmear

causes for shortfall in the revenue. There is no earthly way of distinguishimgelmeor factoring the

loss due to Centre action or State action or some other reason. Therefore, he tisboghd ibe kept

straight and simple as it was in the law that payment of compensation for anylisheltfa 14%

growth is unconditional. Now, he also wanted to make a point that the pandemic laédycert
aggravated the revenue buoyancy of GST. He hoped that all the members remerdhenthtite 3%

GST Council Meeting at Goa, much before the COVID came to the scene, half sessispent in
discussing about the possibility of future revenues of GST not keeping upA#tigrowth which was
untenable etc. therefore, he would argue that there is some structurally ighiebdam in the GST

rates, administration etc. which he would like to revisit. Now may not be thepmate time to revisit

the rates but he would like to revisit. They all would look ih®rieed for extending the compensation
beyond 5-year period. There were suggestions regarding changing rate structucenbtewdint to

enter into those issues at this point of time. He wanted to flag that these issues have to be revisited. He
wanted to state that he would fully agree with Punjab, Telangana, Tamil Nadu, AnalthealR?Delhi,
Chattisgarh and so on who have made it very clear that if the deliberatiorsGifuhcil were looked

at, ever since the compensation issue was discussed and debated, the whole spintvhadeshed

AG gave in his opinion. Maybe it was a legal position. From a comprehensive reathiegdebate

DQG GLVFXVVLRQV ZRXOG UHYHDO D GLIIHUHQW ®ICFGN XHIHK LSV +
mentioned regarding the way compensation fund was handled. If there was an excess bakamice, it w
into the Consolidated Fund of India and the undistributed IGST also went imtiseldated Fund of

India. If there was a shortfall, how can the Centre shy away from addressing tlesrdéte hoped

that they would take it in the spirit. But for the time being, he agreedih&3$T Council had sought

the opinion of the learned Attorney General and they would have to work within the framewak of hi
opinion. He did not want to state what learned AG had said but he woulchgmée with Dy. CM,

Bihar that there was only one option at the current juncture, for reasons he hadtedalivat,
borrowing was the only solution. Now, what would be the agency to do this liogfbivhere are three
agencies, Central Government, State Government and the GST Council itselfti@hprgsentation

by the Revenue Secretary seemed to have hinted that the it would be more appropriate for the States to
ERUURZ +RQYEOH OHPEHU IURP $QGKUD 3UDGHME KDITH HO/DWRUIL
FRBM Act, the other is that the cost of borrowing would be much higher, arnkirtiés that there is

no particular macroeconomic merit in making States to borrow. As fasc @eficit is concerned,
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ZKHQ WKH &HQWUH ERUURZV &HQWUHYV ILVFDO WBWHIW ILRFD
defictgRHV XS %XW IRU DQ\ PDFURHFRQRPLF DQDO\VLVIRWFDRJ UDV
deficit of States and Centre is relevant. So, it did not matter whetlas iCentre or State. Borrowing

by the Centre had certain advantages which were already elaborated by many Memberefand th

he would pray that there is a simple solution. Even if the Centre had no legal it@fipotuspay, given

the spirit of discussion and also the fact that the way the present fund wagethanaindistributed

IGST was maintained, the best and simple solution was that the Centeah@ewt borrowed which

would be repaid within a year or two or three by the extension of compensationisessimple thing

and the whole thing will be solved. Any macroeconomic expert will tell thaistkiie way to proceed.

It does not matter and they need not worry about fiscal deficit increasampliyer 1% because of this
exercise. This was his position and if for some reason it was not possible then the GST Council should
be empowered to borrow. Now, GST Council could make a recommendation under Articld)27PA(

on any other matter relating to GST to the Central Government and State i@eneamd change in

the law can be implemented so that GST Council directly borrows. That should beesdastThe
simplest and appropriate method would be for the Central Government to laorogvovide money

to GST compensation fund and in another two to three years it will be p&id3mate hoped that they

would have the good sense to reach the settlement from the house todandsadt postpone this
decision for future time for the simple reason that the States needed mon&tafidsewere in dire
situation even to pay salaries and therefore savage cuts were being made in tieesoledimes and
development activities etc. These being done by the State Governments which fac@&i¥tof total
governmental spending in India was utterly aggravating the crisis. So, he hopeddbiaian would

be reached in the current GST Council Meeting itself and not postponed ary. fki#n if some more
discussions had to be made, even if the Central Government did not take the redpdosifiture,

he would plead that temporary accommodation may be provided for GST compensatianduhd
payment may be made to the States for the first two months of the current figaacisb that normal
functioning of the State Governments is possible. Other issues would be takethapuptoming
meeting on 19 September 2020.

18. HonfEOH OHPEHU IURP +LPDFKDO 3UDGHVK VWWOWWH GV WKXDIK W ¥
Rl YDULRXV +RQTEOH OHPEHUV 7KH\ KDG IRFXVVHG RRHWKH RS
suggestion of Dy.CM, Bihar that the States would be in a position to take arctount of GST
compensation only if loan burden in any form did not fall on them. Himachal Pradeshdsa State

and this had to be kept in mind when making any kind of decision. It was his hoffahbet was a

necessity for the State to take a loan on account of GST compensation then iretiiectaumstances

there should not be any negative effect on the borrowing limit of State. Thrieegap of the State

was steadily increasing while the return compliance of the State wasthatte¢he national average.

In the end, he also wanted to state that the even after borrowing limit of thevataincreased from

3% to 5% of GSDP, still there was revenue gap of about Rs 4,500 crore. Iffeatbém be raised to

fund the compensation cess they looked forward to cooperation from Central Govettenagteed

with few suggestions from States like raising the rate of compensation cess andiziaiiptiee GST

UDWHYVY +H UHTXHVWHG WKH +RQYEOH 8QLRQ )dnQtbeQuRiueO LQLV W K
circumstances of Himachal Pradesh may be kept in mind.

19. +RQTEOH OHPEHU IURP .DUQDWDND WKDQNHG WKHREDLUSHL
the issue of compensation. This showed that she was a person who would takeethkeiad on and

she called the meeting to get the views of the States, position of tlas laell as get some concrete

solution to the unparalleled problems which he appreciated. He stated thaaKamas one the fastest
progressing States and in terms of revenue collections also it does wedlldst four months, in spite

of and despite COVID they were trying their best to have the same growth as in the same period in the
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previous financial year. They had almost achieved 13.9% tax growth when compheesiaime period

in the last financial year. That showed the effort Government of Karnatakayimgsttr put in spite of

COVID. He felt that COVID was a major stumbling block but that shoulbadhe dead end of the

road. They can overcome it. With will power and ways and means to think somethirgndifiiey can

see bright sunshine at the end of the tunnel. Their efforts started very gaabdbe beginning.
However, the distress in the total revenue continues. They had envisageddRh tr8res but they
estimated tax revenues (GST and other taxes) to Rs 1.2 lakh crore. Thendéfer about Rs 60,000

crore. Compensation which was not paid in the last four months had added another Rs 13,764 crore.
At the end of the year, it will be around Rs 30,000 crore. Therefore, the compensasioreny
important factor as far as State finances are concerned. The entire couningithgough difficult

phase. Not only States but Centre was also facing problems. Therefore, inhadf to be made to

come out of this situation. India, as one country, believing in the strendib people, they are very
optimistic to come out this situation. This problem was temporary. Howeveprttitem also gave
opportunity to think together, act together and solve together. That must be ith@lspiconstitution
SURYLGHVY FHUWDLQ ODZ DQG UHIJXODWLRQ +®RREPMNWUPMNWHWDR I
beyond law, sometimes along with law and sometimes indifferent to law. GST Countibdesaator

between the market and the law. Therefore, very proactive thinking had to ba tluisesituation as a
moderator. Apart from taking the letter and spirit of constitution, the magkgt should also be
considered. Therefore, putting the economic wagon back on the rail is of the Ipigbeist of the

States and Centre. To put the economy on track finances, investment, capital expenditure without gaps
are required for Centre and States. Decisions of any kind which reduce itk egenditure of the

States will certainly harm not only the States but also Centre. He emphiwsizéitis was a testing

time and it was not only the monetary aspect to be considered but tHewadgtion of the federal
structure. The cooperative federalism which was proposg¢aSURSDJDWHG E\ +RQTEOH 3L
has to be taken forward. He felt that they have to come out with a sdhutiloe current meeting or

next meeting itself without wasting time. Having said this, he statednthattosition of law was well

known which he did not want to repeat. The law provides that what should be domesén t
circumstances. One of the solutions which had been deliberated ih@&T8Council Meeting, which

was the sum and substance of the entire discussion, is that the then ClgairfiH Q VIhLcR® thé& 3
amount in the GST Compensation Fund is likely to fall short or fell short of the compensation payable
in any bimonthly period, the GST Council shall decide the mode of raising addites@irces
including borrowing from the maet”. He thought that this could be compensated with the cess
collection in the Byear or subsequent years. This will sum up the whole thing and lead the wayiforwa
7KH TXHVWLRQ ZDV ZKR ZLOO ERUURZ 8OWLPDWHG®&M¥ VRPH +
the State or Centre borrows, from macroeconomic point of view, the combined figgaindie count.
Sovereign debt counts ultimately. All the compensation cess funds are accounted in the compensation
cess account with the Government of India. Since all compensation cess leviedemglgiinto this

account and which can be used for repayment in further years. Since the paymdmrgpbsitrowing

by the State would make it bit difficult in terms of transfer and antraf funds. He felt that conscious
decision had to be taken by the GST Council. Since Centre was also part of the GSII €amusyone

should unanimously think of borrowing at one place where the cess was collected@nuextfor

i.e. with the Government of India on the advice of the GST Council. If this could be tiaoa)d be

the way forward and multi-pronged approach was necessary. It is not onlgitket fmorrowing, like

IHZ +RQYEOH OHPEHUYV KDYH VXJJHVWHG UDWIER®@ DOHaREY MRIQHRW I
for luxury items which were earlier reduced. The rates on certain libesmg should be rethought
without affecting the economic stimulation. Rates on Tobacco, Pan Masala etc baveltmked and
revenue generation had to be considered. Staggering of payments, extension of compenisatjon p
market borrowings could be looked into. Comprehensive solution to this compldgmrshould be

done since GST Council had collective responsibility to find a solution fopeosation crisis. This
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was not just a small problem but they were going through a crisswHs testing time for everyone.

Everyone had to stand united and there was no question of distributing the onus ofibiligpons
Karnataka being a progressive State, they were always with the Government afi brdyareforms

which can bring economic change and economic stimulation. One point he wantecetasfak as

Karnataka was concerned, since they are almost growing at 14% (targeting 13deéticgfshould

not be punished. If not rewarded it should not be punished. Therefore, looking into all these views and
increase of borrowing limits since they had come out with certain reformghit take some time; SBI

in its reports had said the day before the previous day that only eight States were capable oigborrowi

and other States find it difficult to borrow. This aspect also had to be relooked ihiat State Finances

must be reserved. He thought that with the Chairperson at the helm of affairs who had been one of the
experienddG SHUVRQV LQ KDQGOLQJ ILQDQFHYVY DV ZHOO DV VKH KDG
of time, he felt that under the leadership of the Chairperson, Statesman likerdeadito be taken by

the GST Council. That means that almost three fourth of the responsibilitiesSthties. They had to

strive to increase the revenues, they had to contribute to Central pool whidteivdsity. At the same

WLPH WKH FRPSHQVDWLRQ LVVXH VKRXOG QRW EHKDMMKHIKAG D
careful balance is also necessary. He once again pleaded that multipronged solution was @meckessary
Karnataka was in a dire state. They needed compensation and since it was ertegbfetst revenue

earning States, with some help from Government of India, they would certaguntribute their
UHYHQXHV WR WKH *RYHUQPHQW RI ,QGL DRV PNDLQWVW\R 7 K\VHIHHLIR 6 M/
pleased for timely compensation and help from Government of India through GST Cbueeit] be,

the amendment of law could be looked into. This can be debated in the Parliament and permanent
solution can be found out so that in future such crises could be avoided. When exoess cedlected,

it was accounted with the Consolidated Fund of India and now since there was aatdfeist by
ERUURZLQJ WKH *RYHUQPHQW RI ,QGLD FRXOG FRPHDWRD YWKHLU
plight and wanted to impress upon her the need for compensation. She haddaliéadyted the issue

and he was sure that she would come up with a solution for this which will be amwaitwation for

both Centre and State. Ultimately it would be a victory for cooperative federalism.

20. +RQTEOH OHPEHU IURP *XMDUDW WKDQNHG WKHD&EDLUSHU
decision. Due to the Corona pandemic, there was an economic slowdown in the entire country and the
income of the Centre and States was decreasing. Businesses, Trade, employmenseséovietc.

were facing slowdown. During the lockdown everything was shut down and therefoes ttetentre

nor the State earned any income. In such a situation, for keeping up the financial sfabiitStates,

the decision of the earlier GST Council regarding which the Parliament discussidn®rmer
&KDLUPDQYV ZRUGYVY UHFRUGHG LQ WKH OLQXWHVLRHWHKHKWEKR& JK\\
of various Members who presented their views in the GST Council was that all \Bésges dire
QHFHVVLW\ IRU OLTXLGLW\ $00 6WDWHV ZHUH UHTXHRMOARJ *RY
in one form or another for meeting their expenditure. The GST compensatimwtivhich had to be
compulsorily given to the StatesbplZz DOO +RQYEOH OHPEHUV KDG GLVFXVVHG
to be made. He felt that it was not right to hold something or someone a@sube for these
circumstances. Only the circumstances have turned out like this. They all had to onabthihkow

to get out of this situation with the help of Government of India. He requéstiith¢y all should think

on the simplest and fastest way to meet the compensation needs and the liquiditf tlee@tates.

Just as Dy.CM, Bihar stated that there was only one option. When they eadigssdid about the
compensation issue, the Corona pandemic was not present. At that time, theralavere dues of
compensation of States. At that time their thoughts were expressed and were also acireled

minutes that, if possible, Government of India or GST Council would take a Idgragrthe respective

amounts to the States and the create mechanism for repayment through cess collectites. Till
repayment was done, the burden of interest should not fall on the States. Heissulggestion when
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corona was not present. The situation had worsened now and payment of around Rs 2ldkimenod

of States was required. As the presentation stated, Rs 12 lakh crore would be arrangetybthkwan
Government of India, it was the responsibility of the Centre to think aboutdosise loan for this

issue. Gujarat was to be paid a compensation of Rs 12,000 crore and this situatontinilie in the

future. It cannot be expected that market will rise suddenly and the economy wotldheaarlier

levels. They understood and accepted that it will not happen in the near futurdt Hhatféhe
Government of India, GST Council and all State Governments together should work togetheatnd

a loan structure so that the compensation demand of the States for present ameefattaken care

of since the GST Council did not have income by which the States could be paid. He regaétted t

for the current financial year, demand of the States may be met immediagelnéghanism created

by Government of India, GST Council and States together. This mechanism couldugg tRBI or

other bank or borrowing from any other source and the amounts should be given tosStatés as

possible. The interest burden for the borrowings should not fall on States abiahyof time.
Compensation payment would only be for 5 years but cess can be collected beyondasgealse

cess should be collected till the loan was repaid and future needs were nietaii¢ial condition of

WKH 6WDWHYV ZRXOG LPSURYH &HQWUDO *RYHUQPHQW ZRXOG Q
VSRNHQ RQ WKH V\VWHP DQG HDUOLHU PHHWLQMLIQFHQW WLHW ZZH\
not a man-made crisis but natural crisis. They all should come together thifaaed prevail. His
suggestion was if the loan was taken by the Central Government or a mechanismanesgdakfor

paying the States and a moratorium period may also be created. The Central Government need not pay
this immediately. Two or three years moratorium may be given to the Statesvhith the interest

burden should not be shifted to the States and repayment must be made from the irthencess.
According to him, there would not be an issue even if the cess periatéasaed for five years. The
Centre-State relations would flourish. The financial problems of Centte&States would be solved.

7KH SULPDU\ REMHFWLYH RI WKH *67 $FW ZDV XQOQM PBDW L RKQH2®H
Act would be successful and the conviction of the States in the law and in the GST Gbaull

remain firm. Suitable mechanisms for this should be created. His request wa$ ploasible, a
committee consisting of five to seven secretaries/commissioners from Statekenwnstituted

urgently and they should submit a report on how to raise a loan, how to impkksemiechanism,

who will take the loan, when the payments will be made etc. within seven to ten deys nkkcessary

that payments were made as early as possible. If there were delays thenhtas of States would
multiply. States were not in a position to pay salaries also. Plans and developméigsaictiStates

had stopped. These had to be taken forward and Atma Nirbhar Bharat also hadptelented by

them. To do these, financial situation of the States had to be strengthened. A eemhufficers as
mentioned above may be constituted with inputs from the States and a mechanismifizagnbla

created. The States should express their thoughts on the proposed formula then the ipatbméll

easy. The decision on implementation of this cannot be taken by video conferentbebabihmittee

gave the suggestion and the States gave their suggestions on it then the implementation would be easy.

21. HonfTEOH OHPEHU IURP :HVW %HQJDO VXEPLWWHG WKDW WKI
Kolkata where the question was of Section 18 of'fDdnstitutional Amendment. He recalled that the
SURSRVDO PDGH E\ WKH &HQWUH ZDV W K D Wasekihigéerd bf8taieR H QW pF
ZHUH SUHVHQW DQG KH ZDV KHOSLQJ RXW WKH &RVULQURBWUR/NRI)A W
DQG LW ZDV UHSODFHG ZLWK pVKDOOY FRWEBHQVEOKWDH U SHHUXR\) KDY
HVKDOOY 7KHQ WKH TXHVWLRQ FDPH XS UHJDMU®ID@IFW KH EDAW H
LUUHVSHFWLYH RI SROLWLFDO SDUWLKHXSWRLGA YK \YMIORX @ CE HHDX
experience of CST before. Central Sales Tax was cut after three yeies fmgvious Government.

This was accepted and therefore the amendment happened. Therefore, having experienced that whole
process, his first submission was that, the spirit of what they weng dare giving up 70% of their
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power to tax. An internationally benchmarked reform, the whole world wilcsagrrow that that India

had done something important and novel. The States agreed because of the fact izt hives were

protected. Some Members had said that there was moral responsibility and Dy.CM, &ilvaroted

E\ WKH PHGLD ULJKWO\ RU ZURQJO\ WWRMW &MQXOM VWIHG PHRUQDIE @
from Punjab cited the earlier Council discussions. He did not want to waste tiganigythere. He

would like to emphasize that it was not just a moral responsibility oitlaé¢ trust factor the States and

Centre worked marvellously. They do not do any politics and went by merit iiothra. Trust factor

has been a crucial part of this. So moral responsibility and trust factomveekey things that he would

like to humbly submit to the Chairperson. Coming to the practical part gouéstanswer was how to

they manage this. They fully understood the COVID situation; the situatibie @fdéntral Government

and Centre should understand their situation. There were two options. One is to increase g1esGST r

and through various mechanisms collect more cess etc. which would be for thertongsi@er RBI

and studies by different agencies, GDP may fall this year from 4-9ffalfs even by 2%, it will

shrink. In this situation, if the GST rates & cess are increased, cesses oadsrage hiked; it would

be impractical and not doable in the current times. So, the second option is barkdwings going

to borrow is the question. Capacity to borrow is one of the usual criteria fomiag. Capacity to

ERUURZ RI WKH 6WDWHYV LV LQ D SUHFDULRXYV WRIGQGGW WH Qb , HRHXIT
that only eight States were in a state to borrow. The fact is that nobatw istate where they can

borrow and build up debt which they have to service. So, his first point isapatity to borrow lies

with the Centre. The Centre had already given Rs ten lakh crore stimulus. dt prvobbably be Rs

twelve or thirteen lakh crore in reality of which the RBI is perhap8-80% partner. The Centre can

monetize its fiscal deficit but the States cannot. The States cannot mdneitiZescal deficit and ask

for money. The Centre can do it, essentially it means to print money. Gajgaloorrow is a critical

point and his humble submission was that the Centre becomes the eligible entity lnédhege

capacity to borrow. Second point he made was the rate of borrowing. Today #sedifatot have

capacity which was said by eleven-twelve States and others agreed. The Ceotve bbfr.5 to 2%

OHVV WKDQ WKH 6WDWHV +RQYEOH OHPEHU ILRP KBYOH QIWD\WQ R 2
borrowing which would be a complete mess. Third is the debt servicing capacity. N¢hState or

Centre borrows, they will have to service the debt. West Bengal wasisgrmassive debt like all

other States. They cannot go back on it and sovereign bonds were issued by the $éie pidist is

that debt servicing capacity lies with the Centre. He reminded thep@tsain that on 14March 2020,

he quoted from the Minutes that the Chairperson was kind to say, in the context @andess
FRPSHQVDWL R®Me GehtreliXdriwhde@hd3to give compensation to the StateésK DW ZDV LQ D
good and positive spirit from the Chair. Today it had come to the point of jpiazilation. His earnest

suggestion was that Centre had the capacity to borrow unlike the Statde had a lower rate of

borrowing unlike States which also had differential rates, Centre had the détihgecrapacity. He

felt from his heart that Central Government has many constraints in thisDCstWation with the GDP

shrinking. The actual percentage of shrinkage will be seen in the thiodirth quarter of the fiscal

year. Despite the fact that both Centre and States were in bad shape, rejpgaking, the Centre had

capacity to monetize the fiscal deficit, Centre had the capacity toviadoetter rate of borrowing and

debt servicing capacity. In practical terms, his earnest submission was thraictieal solution for the

short term, the Centre borrowed and as the former Chairman had given the idea that maylecsafter

year period was over, the cesses could continue in the sixth or seventh year. If they talk ddgait the

part that was started by the discussion, legal things can be interpretechy different ways. What

cannot be interpreted is what happened in the Kolkata meeting of the Empowered t€emifiite

States gave up their rights because they wanted a big fiscal jump which the wolddr@member.

With the spirit, on one condition, that for 5 years and no more thaars ythe Centre compensates the
6WDWHV 'XH WR &29," ORFNGRZQ ZKLFK ZDV LQLODLDWWH &R @\ 6WHKH\
aOVR LPSRVHG ORFNGRZQ FLWLQJ DOO WKH GOMD 2N WKW +HRRIITEL
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'\ &0 'HOKL H[SUHVVHG WKH VDPH VHQWLPHQW +RQYEOH OHPEH!
UDWLQJ DIJHQF\ ZKHUH LW GRHVQ YW bBripWsWihtel it &l be/dsUkteéd 8§ KH & H C
fiscal deficit and it will affect the rating agencies, he earnesthmitted that since Centre had the

capacity to borrow, can borrow at right rate and had the debt servicing capscitay be considered

objectively. With it, the Chairperson can put in place a long-term stratithyythe GST Council that

they will rejig the rates, especially the cesses and particularly tjestts. Those could be in the long

run when the economy had recovered. Some more headroom would be obtained. Then of course, they
would bring in reforms without much revenue loss. If done today, the revenue fatiudtlie to

elasticity of demand. The present elasticity of demand says if the ratesrasséd, the revenue will

shrink because of the current condition of the economy. He concluded humbly thattileent@sy take

this on and do what had been done for the stimulating the economy, though it had not been cash which

was his earnest submission, 70-80% was taken by RBI as partner and 20% may lne Catere with

1-2% of fiscal outgo. The RBI helped in loans. He requested for the RBI to be brought in. He had seen

in the news that RBI had done only 44% of total payment to the Centre so they hevagbeadroom.

She could work with them as a partner and bring this about. His earnest soibiigisse Chairperson

could consider this. For the long term, she could come bring back to the GST Couneilyiéthito

continue then how it would be managed in terms of cess adjustment and GST adjustment.

22. +RQYEOH OHPEHU IURP 5DMDVWKD Q s\CahBtituttd izl Miremdivers HF W L R C
made a clear provision that by a Parliamentary law the States would be paid compémrsati@ars.

Rajasthan is yet to be paid Rs 6,990 crore GST compensation. It was known that OWéDdr@

income of the States had drastically fallen to almost 40% compared to earlies figuhese situations,

they were not in a position to pay salaries, pension and fund developmeniaaciiey were not to

able make payments for last five to six months to various institutions. In thesesguathen the
&HQWUDO *RYHUQPHQW EURXJKW LQ *67 RQ RQHGDQGL W OHI I8 &/IDU
structure and they all are dependent on the Centre. Therefore, the States should get timelg payment

*67 &RPSHQVDWLRQ 7KH &KDLUSHUVRQ Lig Statesiar Brititedd ® XV PHH W
and there is no question of them asking the Centre for it. It was the solemn commitinergttids.

The Centre is duty bound to give compensation to the StatdsKH TXHVWLRQ ULVHV RQ KR
FRPSHQVDWLRQ )RU WKLV EHIRUH KLP YDULRXV +RQYEOH OHF
H[SHULHQFHYV WKDW 5%,TV Kad 6k ByDhinthy mot® Nda€y, NARBXRIVAasia F

lot of money which belongs to the Central Government in the form of corpusviundd can be used

to pay compensation to States. It was also true that the capacity of States toibéimsived. They

were a victim of indebtedness. Hence, for this reason, they would not take huge loans and if they took,

they have to face huge interest burden. When the Central Government takes loatafiearspurces

or institutions, they get it for lesser rate of interest. In thesarostances, the Central Government had

to find out a way and pay the compensation for which the Central Government wastedrtonHe

DOVR UHPLQGHG WKDW WKHLU +RQYEOH &KLHI (URWWHU O ANMRN
requesting extension of the cess period for five more years. Due to COVID, the iotalnStates had

fallen and nobody could predict till when this situation will be present and when things will be back to
normal. For this reason, the cess period should be extended. With a fedetalesmerhanism, for

the States, the Central Government may also raise funds by raising loanM#pkvorld Bank and

other institutions and pay compensation to the States. The responsiljiity twmmpensation is with

the Central Government. Due to COVID, the expenses of the State had idciHaiseis a global

pandemic. The Central Government had to bear the expenses of this pandemic. DM&EDOtIRY

expenses have increased and revenues had fallen. Therefore, their legitimate demand for mmmpensat

which the Government had promised in accordance with Constitution should besbtjefirgt. Along

with this, he also wanted to draw attention to the fact that changes were broughtGeritrally

Sponsored Schemes. Taking the example of Rajasthan, he stated that, before 2013, the Central
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Government used to give 90% grant for drinking water schemes but aftett#Ce&ntral Government

had changed the ratio to 50:50. In Jal Jeevan Mission, 50% fund contribution from thal Centr
Government and 50% contribution from Rajasthan Government. Their contribution teritrall@
6SRQVRUHG 6FKHPHYV ZDV LQFUHDVHG ZKLFK WKH\ IRXQG GLIILFX
to deliver water to every home in the entire country within five yearshigyrRajasthan which is the

largest State in India required Rs 1 lakh crore out of which the Government of Rajaath&o
contribute Rs 50,000 crore. In the current situation, they could not make sucbutimmir Therefore,

even in Centrally Sponsored Schemes, where there are deserts, mountains, semiaaitidzanés,

where they used to get 90% contribution, they should again get 90% cootrilbie¢ had full faith that

keeping in mind the situation of the States, the Chairperson will make tipagipents of GST
compensation to all States which are due. He wanted to repeat that Rajasthan which was yet to be paid
Rs 6,990 crore, should be paid immediately so that they can timely pay salamsen@nd meet
6WDWHYV FRQWU L Eguied ReptraihRSparnksdiedPSCRafmel. They were not able to meet
the promises made in State budgets and their development had stalled. In these circumstaig’®es, the G
Council should take a decision immediately and pay compensation to the States.

23. + R Qd¢[Mdnber from Uttar Pradesh thanked the Chairperson for arranging a spetia mee
on compensation. The Government of Uttar Pradesh gave highest priority to theimaadizexpected
revenues. They always used to put in efforts to keep the revenue shortfall iGypiofected minus
actual revenue) to the minimum. Effective steps had been taken to ensurefiligheastreturns and

for preventive action. Uttar Pradesh required less compensation. However, dueitmsiaused by
COVID- W KH égubamiehffor compensation increased as compared to previous years. In these
testing times of Corona, for taking care of States, the compensation feonitte of February 2020 was

paid and Uttar Pradesh received Rs 3,943 crore for which he specially thanked tiperSiwai
However, Uttar Pradesh still had to get Rs 11,876 crore compensation. He impressedpttibrity

that balance Rs 11,876 crore should be given to Uttar Pradesh due to the cumgrtirte=s. If they
calculated the compensation amount for the next two years, then they woulibget ®ff Rs 60,000
crore. In the exclusive meeting on GST compensation, there were two options heforé&irst was

that their resources and other means may be increased and the second is thatitio ttheaturrent
circumstances, borrowings may be resorted to and take a loan in some form. He waititeattto
attention to the fact that during the lockdown period premium segment video on dsemgice
aggregators like Netflix, Amazon Prime, Hotstar, Zee Five had grown fastéheedfect of this on

the GST revenues from cinema halls and multiplex is natural. The tax stabdershould be increased
from 18% to 28% and based on viewership bringing these under the ambit of compensatimaycess
be considered. Apart from this, cess also should be imposed on horse racing, gdndiiadhad to

be deliberated that from £3November 2017, 178 items were moved from 28% slab to 18%. In first
phase GST rates should be increased from 18% to 20% on items used by high income grocip by whi
the revenues of Centre and States will increase and the requirement of comperilsdtonease. The
problem which they had in the current times; this can also be one option. He wanted to especially state
that when the talk of responsibility happens they say that the Chair is rédpamsihe Central
Government is responsible, time and again it was seen that certain decisions of the GST Council taken
were keeping in the interest of individual States, the respective Memberstsiatedias not the proper

time to enhance rates. They had to look at the issue in toto to come out of thisrsitvadither thing

that he wanted to focus on is that brand owners of packed food grains announceuivey
actionable claims and avail benefit of tax exemption. Benefit of reductrateof food grains of these
brands is neither available to the farmer nor consumer but only to the markietegbte&ing services,
premium segment services like child care services, pet care, day caresser@jcalso be brought
within the ambit of GST from the point of view of revenue. Earlier also hemgathasized on it and he
would repeat that agricultural produce, Mentha oil, cashew, tendu leaves, silkayaaatton should
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be brought within the ambit of RCM. Uttar Pradesh had made the requests too@&dil Gn these
issues. It is pending with Fitment and Law Committee. There is a necessitynfag iMentha Oll
within the ambit of RCM on priority. He drew the attention of the Chasgreto the fact that time
limits have to be imposed for matters referred to Fitment Committee and Lawitteeihey have

to present their reports within 30 to 60 days. Decisions which bring in revenue shobé&dedayed.
He personally also made these requests earlier. His humble submission was térat imativing
revenue, if referred to Fitment Committee and Law Committee, then stridirtas should be imposed
for them. They should take decisions between two GST Council Meetings so thattheypa up to
the GST Council in the subsequent meeting for final decision to be taken foertbét of States.
Hence, he wanted to emphasize this issue. Along with this, Uttar Pradesh had reg8dsaolncil

for capacity based special compensation scheme for brick kiln, pan masalasthigesred to the joint
meeting of Fitment Committee and Law Committee but this matter lisustlecided. Hence, they
wanted to attract the attention of the Chairperson to this issue. RevenusioFafiom advertisements
shown on Facebook, YouTube, Google is negligible. If a mechanism was devised to shtrendata
their revenues could increase. Finance Secretary at the beginning had focussed atehbwito the
FXUUHQW VLWXDWLRQ DQG tdtatzf tha boroiiRghidd o Idg BdPe;r wWhHdtbeUtbe
Centre, GST Council or the States. In this matter, they are completelhe/iGST Council and Central
*RYHUQPHQW LQ FDVH WKH\ WDNH D GHFLVLRQ IRMWUHIEI RAKD/MW +
committee may be formed and in five to ten days they deliberate on all the istogsians. Thoughts
were expressed on what the situation will be if the Central Government borrows thedSfate
Government borrows. Their issues like rate of interest, FRBM limits, condifor loans and other
issues of the State Government are known to the Chairperson. If such a comifaitteedsthen Uttar
Pradesh should be given representation in it. This committee should deliberaiesarealand should
submit its report in a maximum of ten days so that it would be easy for thgp€bkan to decide. The
spirit of announcement of compensation was that compensation was a grant whithevauhilable

to the States in case of deficiency. The nature of compensation should remain as sntehesh@dnd
other burdens should not fall on the States. He thanked for the opportuniggénthis thoughts and
stated that Government of Uttar Pradesh was with the Chairperson for angrddwsimay be taken

in the GST Council.

24, +RQTEOH OHPEHU IURP 2GLVKD VWDWHG -W Kdd affedtdd ithe DO O D S
functioning of economy causing undue hardship to everyone, particularly to the pddhespoor in

entire country. Though revenues of both States and Centre were adversely affectedtethe S
Government being at the forefront of the fighting the COVID pandemic, réggiirement was higher

and increased spending by them would go a long way in supporting their economy. They also
understood that the revenues of the Central Government were not adequate to compestdts the

but it is also a fact that Centre is in a better position to borrow againsg fetteipts of compensation

cess and provide assured compensation to the States as was the agreement arrivadeabtthe
introduction of GST. Therefore, they propose that GST Council should recomimen@entral

Government to borrow against future compensation cess.

25. +RQYEOH OHPEHU IURP 8WWDUDNKDQG H{WHQGHWLIQLY JUDW
GST Council to discuss the compensation issue. They were a tourism dependent Statesattte

PRVW LPSRUWDQW VHFWRU RI WKHLU 6WDWHYV HERIQRIE\ EXW W
VHYHUHO\ FULSSOHG WKH 6W D W Hdrkhows Rhéatthelr PopuldtorwiRas 1.26KH & KL
crores and 7 crore tourists visit the State. The sector was demolishedvilhthkte years to correct.

Apart from this other sectors also faced losses. They were a small HimalayanBefate they

transitioned from VAT to GST, they were growing at 17% but the Céré&e a growth of 14% which

was also a loss they faced. As far as borrowing was concerned, in the curaiarsitheir borrowing
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capacity was 3% and they are already paying a big amount of Rs 5,800 croeeess$ which is 2.1%

of their GSDP. The total loan liability for their State was Rs 71,500 crore whizh36% of GSDP.
+RQYEOH OHPEHU IURP -KDUNKDQG VWDWHG, @ KBWWWKRIIL B HLLDIED (
State, they have a liability of Rs 71,500 crore. There were not in apdeiborrow further. His humble

request was that it was preferable for the Centre to take the loan and pay to the States.

26. +RQTEOH OHPEHU IURP ODGK\D 3UDGHVK ¥\WubWeétGowiK DW G XL
slowdown State tax revenues fell by 40%. From April to July 2020, including the duegdrbar

period, Madhya Pradesh was yet to receive compensation of Rs 6,000 crore. His requesthvas that

may be paid immediately and they received a compensation of Rs 2,600 in theyaardat which

KH WKDQNHG WKH &KDLUSHUVRQ +RQYE®DHmMakyP Eddes [an&k Fhe*r XM D U D
DJUHHG ZLWK KLP 2WKHU +RQYEOH OHPEHUV KDYH @RBRNHSHDXLW
much further. He requested that the compensation may be paid immediately.

27. Finance Secretary stated that an estimate was made regarding the shodfapensation,
taking into account the SGST, CGST, IGST collections in last four monthdiaricehd of how ta
HFRQRP\ LV SLFNLQJ XS +H IXUWKHU VWDWHGWSKFBW \D R IWIKH BQ
revenue sources and further devolution to the States also needed to be considered. He explained that in
case of indirect taxes, the revenue falls in proportion to the fdleitransactions. In case of GST or
excise duty, if the transactions are down by 30%, the tax revenue also reduces by@@¥erHin
FDVH RI LQFRPH WD[ FRUSRUDWH LQFRPH WD[ ZKYRK A& NIHVWXS
transaction or turnover reduces by 10% the fall in revenue will not be 10%chtmore. If a company
whose turnover reduces because of Covid-19 or any such issue, by 10%, it does not ntkan that
company will pay only 10% less in income tax or corporate tax, as the company may lgssrand
pay zero tax in present year and even setoff the loss against the profit in next yearthlses (¢t to
Personal Income Tax, people have lost jobs, salary growth is reduced, so massive imopesetes fn
income tax collections. While it was stated in the meeting that thes$tave surrendered 70% taxing
rights in GST and that the Union has only surrendered 30%, the fdtil Wweunuch higher in the rest

RI 8QLRQYV WD[ EDVH ZKLF ms\duty xnd/ ExciSeHDUR Icalléction& & also
impacted. Dividends which the Centre gets from various Public Sector Units and othevilligitso
be falling disproportionately. Disinvestments in this scenario will also be a difficult proposittoer. O
non-GST revenues will also be impacted and much more than the GST revenues.

271. +H IXUWKHU VWDWHG WKDW WKH 8QLRQ DOUHDIGH @@ HREYTW R
commitments on defence, internal security, various welfare programmes like foatystdd#ns also

need to be taken into account as unless these responsibilities are met, thespiroelesnomy may

become more serious. However, as the States are also facing issues, there is a neseddtictetiee

view. He further stated that compensation gap for only the first four months ciirfesit Financial

Year is Rs. 1,50,000 crore compared to what used to be the compensation gap for an erticaigear

1,00,000 crore. Then, he requested the Joint Secretary (DoR) to present the estimates on shortfall.

27.2. Joint Secretary (DoR), presented the estimates on shortfall. He statedaisaan indicative
estimate as it was difficult to estimate the shortfall depends on how therngeamwuld take place. Even

if it is assumed that there would be recovery in the coming few months, estimatest $hggthere
would be a shortfall of around Rs. 3,00,000 crore for the year against the protected revenuel-For Apri
July, the shortfall is around Rs. 1,50,000 Crore. Shortfall has been divided into how madh of
because of Covid, and how much is the shortfall even if Covid was not th€evidtf was not there,
around 10% growth rate would have been registered in post settlement 8@8tier over 2019-20.

The gap between protected revenue and revenue of 2020-21 as estimated in theaabewenauld

have been the gap even if Covid was not there. The rest of the gap is becausal.oF@othe
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estimation, only revenues from April till January are taken as the comperfeatieebruary and March
becomes payable in the next Financial Year, as is the case every year. The pretestee for the

period from April to January would be Rs. 6,38,339 Crore. Post settlement SGST collection during the
same period last year was Rs. 4,30,147 Crore. Therefore, it is estimated tthdiQ%iincrease, if

Covid had not been there, collection would have been Rs. 4,73,161 Crore. Bhostfall of Rs.
1,65,718 Crore is expected for ten months compared to the shortfall of Rs. 1,75,@0Chw entire

year of 2019-20.

27.3. Finance Secretary intervened to state that this year was extraovdihaoycein-a-century

Covid situation. If Covid had not happened and had the revenue grown in normal manreeasthatd

10%, the gap between the protected revenue and the normal growth, would be because of GST
implementation.

27.4. Joint Secretary (DoR) stated that the total revenue gap for the 10{macioth (2020-21),

which is attributable to the implementation of GST would be around Rs, 1,65,178A&x6ts, 11,438

Crore is available in the Compensation Cess fund as on 31.07.2020, and an estimated Rs. 5&,266 Cror
would be collected from August to March, a total of Rs. 68,700 Crore would be availalvist dlye

gap of Rs. 1,65,178 Crore resulting in an estimated shortfall of Rs. 96,4 & Euother, Statewise
estimates would have variation as this is a net figure of adjusting one againdietheThus, this
shortfall of Rs. 96,477 Crore would arise even if one considers only the gaptaltigb to
implementation of GST.

27.5. Finance Secretary summarized the presentation by Joint Secretary (DaiRingytisat total
compensation requirement would be around Rs. 3,00,000 Crore out of which Rs. 1,65,000 Crore would
be because of implementation of GST and the remainder Rs. 1,35,000 Crore would be dfeiteus

Covid situation. Thus, a view could be taken considering the shortfall being divideth@se two
buckets.

28. +RQYEOH OHPEHU IURP '"HOKL VWDWHG WKD V& WHHAAIHVBIU H W k
WKH ILJXUHVY SUHVHQWHG PD\ DOVR FKDQJH 2QI WKH CED\VR V VRK HH
proposals floated during the discussions, a decision or view point could be made.

29. +RQTEOH OHPEHU IURP .HUDOD V Xuskidnv/imite @ouidd Bhdultvbée H VS L U
understood and that apportionment of shortfall into loss from Covid and lossnfigemientation of

GST should not be done as the Constitution does not make such distinctiontalises direction of

discussion as there is no distinction made in legal terms. He suggestibe Batincil should instead

discuss how this entire loss could be met.

30. +RQTEOH OHPEHU IURP $VVDP VWDWHG WKDW WKRH*GLIIHUHC
and other reasons is inherent in the Constitution and not technical in mguierther stated as per
Section 18 of the 164Constitution Amendment Act, Parliament shall, by law, on the recommendation
of Goods and Services Tax Council provide for compensation to the States forreasnoé arising

on account of implementation Gbods and Service Tax for a period of five years. Thus, distinction is
inherent. GST implementation loss should be met from Compensation kittyy bay that it is the
moral responsibility of the Centre to compensate for any loss accrued because di%Caigiol-is not

a proper inference of the Act. Supposing if any State faces flood situation ig, fittaannot be
suggested that Centre should compensate for the loss of revenue in such situatienfaitiee+stated

that though he was not opposed to Centre supporting the States, it could only be theredsrarising

out of implementation of GST. Regarding Covid situation, it can only be requesitedGentre to help

the States which Centre is any way doing, but not as responsibility of the Centre.
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31. +RQYEOH OHPEHU IURP 3XGXFKHUU\ VWDWHG WKW ZAZWKKH GLV
situation should not have been made as the Act only talks about the loss of E\iieuState during

the implementation of GST law. Covid situation was not foreseen during the drafting of the $aav. It i
solemn assurance given to the States by the Government of India to compensate any deficit in the 14%
growth in any circumstance, whether normal or otherwise. Taking umbrage under tmenge#sat,

States have to bear the loss which is occurring because of Covid situation, is natgufaent. States

would have to be compensated for the 14% growth rate from the revenue arising out of GST
compensation and if it did not happen, according to the discussions in 7th, 8th and 1@ouBSil
meetings under the erstwhile Finance Minister as the Chairman of the CoenGibvernment of India

should compensate the States. There was also discussion in the Goa meeting régdodimgwings

from market. Thus, any kind of calamity should not prevent the States frdimggete assured
compensation. It is not a proper argument to say that States would have te bess tccurring due

to the Covid situation. The solemn assurance of the Government of India, at theithpkeofentation

of GST, must be honoured by the Government of India.

32. +RQYEOH OHPEHU IURP $VVDP VWDWHG WKDW WKHUH ZDV
compensate for the revenue loss arising from anything other than GST implé@ne@tttes could

only request the Centre to support them in Covid situation but the Minutes eatlier GST Council

meetings cannot be misinterpreted to mean that Centre would compensate the Siayestirer

situation. Neither legal nor moral responsibility exists on the Centre to compensate thatlossurs

because of Covid. Instead, only a request can be made to the Centre. He fuethératat this regard,

KH KDG D VWURQJ GLVDJUHHRHQWPHILONKYWKH +RQTEOH OHPE

33. +RQTEOH &KDLUSHUVRQ VWDWHG WKDW ZKLOH DOO WKH VXJ
the Council would be enriched from the healthy debate. She further suggestedehdtdnst debate

about the interpretation of the Act, or the Minutes, the States may presenigthsion the suggestions

made.

34. +RQTEOH OHPEHU IURP 3XQMDE VWDWHG WKDWQPHQWURILFD
India on the IGST amount which was wrongly credited to the Consolidated FumdiafHe further

stated that an entry of about Rs. 34,000 Crore was reversed, but a clarification deabaierit the

rest of the money. If the rest of the amount Rs. 54,000 Crore was also revevsedf] ihelp ease the
compensation shortfall situation. He further stated that he would hate to see thieetathe States

feel pressurized by citizens to breach the spirit of GST just because basiitrnentsinot being met,

ashungry stomach knows no la@ompensation was supposed tobe an exception and it was thought

that by 2022, most of the States would not need compensation. He requested that the &entre m
persuade the XV Finance Commission to make revenue deficit grants to the Stakekawvkilarge

deficit. Punjab was looking at the deficit of almost 65% by 2022 because taeh&tiabeen uniquely
GLVWXUEHG E\ *67 DV RI WKH 6WDWH TV UHYHQKHWARD W IV X BRIRX® |
grains under GST. Post-2022, when there is no assured compensation, Punjab would be in a precarious
situation.

35. +RQYEOH OHPEHU IURP *RD VWDWHG WKDW WK HUWKN LKDIVRQR E
account of implementation of GST and other reasons. Covid situation was not fdrgsesone. In

all international laws, agreements there is alwafgg@ majeureclause, which is used in unexpected

cases as in aact of God As both States and Centre are facing the shortfall, the situation needs proper
application of mind to make good the shortfall especially considering the situation of the |Gginy

much more, as explained by the Finance Secretary. He further stated thatahkoasda, in spite of

much opposition, after much deliberation, due torae majeureor act of Godclause, the Council

allowed the State of Kerala to impose a special Cess to come out of thetflatidrsi A similar solution

Paged6 of 215
Agenda for 42nd GSTCM Volume 1



can be thought of in the present scenario including where the Cess rates be@tcteased on few

goods without impacting the common man and raise some revenue in GST. He furtheedubgéest

proposals should be put up by the Members of the Council. He stressed that all Members were party to

all decisions taken in the Council right from the beginning, and it wastimédo score points. As the

economy is going through a grave crisis, all the States would have to particgratéoute and come

out with a solution instead of blaming the Centre. He further stated that the Centre had always reached
RXW HYHQ ZKHQ WKH 6WDWH RI *RDYV UHYHQXHV GURSSHG E\ |
stressed that there should be no debate about a distinction being made between thewmsenal c

growth and Covid related shortfall.

36. +RQYEOH OHPEHU IURP '"HOKL VWDWHG WKDW KH DJUHHG ZLV
revenue to the Centre ironGST taxes such as Excise duties, Corporate tax, Income tax, yet, States
have also suffered losses in VAT, Excise, Property tax, Vehicle tax, Regisetti, because of Covid.

The distinction between shortfall from GST implementation and from Os\wilifficult to make and

may be wrong also. While no national disaster like Covid was observed, thelmbaweany disasters

at the State level. If any State faces such disaster, it would not be rijitieothe shortfall into being
caused by GST implementation and by disaster. While it seemed to be a consensus view that
borrowing must be done to tackle the shortfall situation, the questiomeithar Centre or the States
need to take this loan. He further stated that even if the States takatIddferent interest rates,
according to the Section 10 (1) of the GST (Compensation to States) Antpahts need to be credited

to the Public Account of India, and need to be redistributed among the States wkéshiha difficult

and complex proposition. He stated that Centre should instead take the loamrcoaid lie paid back

from the Cess collections in subsequent years.

37. +RQYEOH OHPEHU IURP %LKDU VWDWHG WEDW QBYWKHGQDVGW
into arising from economic slowdown, or from any disaster and that any dheatfacompensated. He

stated that while it was good to understand this distinction, it may not be the proper timedstthiis

States require money at present. He stated that the basic questions at handiezide twho should

borrow and how to borrow. He further stated that because of the distinci@amtiunt of compensation

to be released to the States stands reduced and while it is good to understand, it beayhaot
appropriate time for this differentiation. He stated that whatever be the Isissuitl be compensated,

from borrowing by either the Centre or the States. He suggested tHatathe may be allowed to

borrow but with conditions such as FRBM relaxation, same rate of interedt &intes, repayment
responsibility lying with the Centre.

38. Finance Secretary stated that the distinction between shortfall on accounSTof G
implementation, Covid related shortfall had to be made as the currént\assgoing to be a prolonged
one unlike the local disasters that occurred in the past. The sources of beu@entre are impacted
much more than GST in the current situation. There could be multiple options to hanalleste
situation. One view could be to borrow the entire shortfall amount, but the combined borrowing by the
Centre and the States will have adverse impact on the economy in terms @égoaomic stability,
increase in interest rates, bond yield rate which would affect the investment akdgweapital
availability to the industry at an affordable interest rate which helpdbromy recover faster. Even
the currency fluctuation, sovereign rating of the economy needs to be looked atdagin up of
foreign exchange and flight of capital would affect the economy gredilys, an overall view needs
to be taken about the level of borrowing which the economy (Centre and Statlesrjogst sustain in
the present time.

39. +RQTEOH OHPEHU IURP 7DPLO 1DGX VWDWHG WKDW) WKH GL
loss and Covid induced loss is not correct and is unacceptable. He stated that the States were promised

Paged7 of 215
Agenda for 42nd GSTCM Volume 1



compensation for shortfall and that no mention was made about the reasons in the Comptisation
and thus the issue @frce majeuredoes not arise. He further requested that the opinion of the Learned
Attorney General may be shared with all the States.

40. +RQYEOH OHPEHU IURP .HUDOD VWDWHG WKDWWVKH GLY D QUFHH
Secretary in dealing with the situation. When the economy is in recession, or in contractiveoitye

suggests that the Government should expand the expenditure. He suggested that Stadeaskarg

for a stimulus package but are asking to maintain the existing expendituwegdtested that the interest

rate at present was one of the lowest and borrowing will not have much impasiigblested that a

part of the Centre borrowing may be monetized instead, to not affect thetindteesie stated that
GXULQJ WKH SUHOLPLQDU\ GLVFXVVLRQ DOO WKHH OHRRETHEWWH OH
expressed their opinion that States are in need of compensation because aktitesituation. He

stated that proposal should be put forward that embodies the spirit abtlissibn in the Council

meeting. He stated that if the Centre proceeds with the present liag, liéad to a dispute between the

Centre and the States. He further stated that the plea was not to expqktiditure and create panic

in the economy, but instead, to allow the States to maintain the present level of expenditure.

41. +RQYEOH OHPEHU IURP $VVDP VWDWHG WKDW WKELRUHVHQW
the impact of combined borrowing on the economy must be taken in the right spiriatétetbat the

Centre and the States are bound to act by the Constitution which states tbatgkasation may be

GRQH RQO\ IRU WKH ORVYV DULVLQJ RQ DFFRXQWH RY BR ULFRSA KR HF
the entire amount of Rs. 3,00,000 Crore would affect the borrowing programme of gseb$tativing

the interest rates up. He stated that Assam planned to borrow Rs. 15,000 Cradhe fnoenket and if

the Centre also borrows during this time, it might increase the interest rateund two percentage

points from the present level of 7% for which no compensation can be paid to the State.

42. +RQYEOH OHPEHU IURP 8WWDU 3UDGHVK VWDWMDWHKD VK DGF |
put forward their views.

43. +RQYEOH OHPEHU IURP 7THODQJDQD VWDW H Guut kologeé &W D W HV
they contribute most in the form of Compensation Cess and receive very ligilmmof compensation.

In the first year, the State of Telangana took meagre amount of compensationNillmastcond year

and comparatively less in the third year also. He further stated #tahghna was in need of
compensation for the first time this year because of Covid situation and ihatebstis made between

Covid induced loss and shortfall because of GST implementation, the State of Telangéh#ose.

He suggested that as more money is pumped into the market, money circulation would amctd¢lase
HFRQRP\ ZRXOG LPSURYH $V WKH VKRUWIDOO LEX®RM REM MWXIHP&
collection from the States, Centre needed to support the States in the preg@n.diagointed out

that Telangana was in need of compensation for the first time, whereas stverdtates which were

affected by natural calamities or were being handled badly were provided with corgreasdier,

leaving better performing States disincentivized. He further statethéhallocations made by the XIV

and XV Finance Commissions were also skewed against the better performing Statektigana.

He stated that, while he agreed with the support being given by the FinancesSmmrto the low

performing States, States like Telangana lost much more. Similar treatmehapyEning with the

disbursal of GST Compensation also. He requested that instead of making aiatistietiveen

shortfall from GST implementation and Covid induced loss, entire shortfall am@mynbe given by

the Centre and let it be repaid by extending the Compensation levy for a further period.

44, +RQYEOH OHPEHU IURP .DUQDWDND VWDWHG #WHiBIve WKH OD
perspective shared by the Finance Secretary regarding the identification of acttell ioon Covid
andnon& RYLG UHDVRQV +H IXUWKHU VWDWHG WKDW WKRP VIDOADHPG W k
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and Goa that the losses should be understood in a comprehensive way and thatdbi@rgisrrong

in projecting the revenue loss regarding shortfall due to implementatio®df &d due to Covid
situation. He further stated that since all the States need compensatiorjttteadef the shortfall

may be eased by spacing out of the Compensation to one or two years beyond the prescribed transition
period. He further stated the both the Centre and the States must together face the situation.

45, +RQTEOH OHPEHU IURP :HVW %HRQWfDh® dackdSivv WaKtel decideNV L P D W |
whether the Centre or the States or the GST Council would borrow vatleeeggn guarantee from the

Centre. He stated that the borrowing by GST Council with a guarantee from tie @euld be the

same as borrowing by the Centre and further borrowing by GST Council may laitjreer interest rate

as the Centre commanded lower interest rate as it is a bulk borrower. He statedrthat the States

were not in a position to borrow as the State Bank of India report sugdéststated that the argument
presented by the Finance Secretary with respect to the fiscal deficit would be a reg hsritiwould

not matter whether States or the Centre borrows because the credit agensigder the collective

deficit of the States and Centre put together. He further stated that lofadbrrowing possibilities,

the States have suggested that the Centre should borrow to be repaid from extended Cess for two years
beyond the prescribed transition period. He stated that a conclusion can be made that the Cdntre woul
borrow and the debt would be serviced from the Cess collections after making neagssadments

in the Act.

46. +RQTEOH &KDLUSHUVRQ WKDQNHG DOO WKH OHPEHUV IRU DV
agenda of Compensation which is being discussed since February. She stated that an eytraordinar
situation is prevailing which no lawmaker could have foreseen and therefqreeieat meeting was

called to resolve the pending issues. She stated that there was never atsragricbh Centre being

duty bound to give compensation to the States. She further stated thathsinoeetings of the
Empowered Committee of Finance Ministers and later the GST Council Meefiegsas a never a

situation of Centre versus the States. The difference if any were always dismudsbchshed out to

speak collectively for federal India. At present, federal India needed extragrdblutions urgently to

help the States which are at the forefront of fighting Covid. She remindedhihdtad to take the

opinion of the learned Attorney General as she had committed in an earliailGbeeting because

the Cess collection was not proving adequate for meeting the requirement. She rehahdde t

answered in the Parliament also regarding the delay in payment of compensation whichaliEnge

LQ LWVHOI 6KH IXUWKHU VWDWHG WKDW UHM UG LXHV M E RRM® & H\
was kept in the Consolidated Fund of India, it was not done with any vicarioustinaeeit was drawn

to give to the States though with a delay caused by procedural matter asédragpropriation through

the Parliament. She further stated that regarding the issue of IGS%meett] the issue was resolved

but the mechanism of adjustment among the States is being examined by the Groustefs\tieaded

E\ WKH +RQTEOH OHPEHU IURP %LKDU ZKLFK WKH *R0 ZRXOG EH I
by the Department of Revenue officials. She stated that the approach had beenddhesssues as

early as possible, not to keep any issue pending. She stated that any quesstngifis not warranted

in the Council as efforts were always made to clear the long pending dues ttéseabthe earliest.

She further stated that it was understood that the Centre and the States b@rewohded to arrive at

the Debtto-GDP ratio and it was suggested not to worry about the fiscal deficit and esegaaTdtiture

by the Government. She pointed out that this was the principle behind AatoaMN&harat package

whether it is through RBI or Ministry of Finance, or investing in the dvaili Infrastructure pipeline.

She mentioned that the spending shall continue through the year. She then presermipddaigsfore

the Council as Option 1 which is derived from the discussion earlier. She mentionslethreds in

constant engagement with the Reserve Bank of India so that Centre and States domtiteusarket

to crowd out and harden up the yield in the market. She stated that she wasrdjseiik the RBI to
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see the possibility of a Special Window through which borrowing can be made with interest rate being
pegged close to the G-Sec and compensation being paid to the States in a bi-mantidy. She
further stated that this amount would be paid back on the assumption that the @outtchpprove
extension of Cess for the next three-four years after the compensation pevied 8he stated that the
opinion of the learned Attorney General confirmed the feasibility of sudrrangement and Cess
collection would be used to repay the borrowed amount and thus the States were nob deing t
burdened as it is the Cess collection that would pay back the amount borrowed. She &tieithéh st

it was inappropriate time to discuss the increasing of tax or cess ratelaffied that the Option 1

was worked out from the point of view of shortfall arising out of GST impleatient only, which is

about Rs, 96,477 Crore. She further stated that, as second part of Option 1, metd>@&b% in
6WDWHVY )5%0 OLPLW PD\ EH ZRUNHG RXW DQG 5% DA A HOF R
for this part also commensurate to the number of years. She stated that the States needinaliyndivi
approach the RBI, instead the Centre can facilitate with the RBI so thatrate can prevail for all the
States. She further stated that any excess collection of Cess after paying backothedbamount
through RBI, will be given to the States which can also help in the repayntetates borrowing from

the market under relaxed 0.5% FRBM limit.

47. +RQTEOH &KDLUSHUVRQ WKHQ SUHVHQWHG WKH 2SWLRQ W
year of 2020-21 being around Rs. 3,00,000 Crore and the estimated collection of Rs. 70,000 Crore, the
borrowing needs to be around Rs. 2,30,000 Crore which is about 1.15% of GDP. Foritnsa{3pt

Centre will allow the borrowing by the States through the RBI and pay backtli®rarrears of
compensation released beyond the transition period. She further stated that the atbmnpens
requirement would be around Rs. 3,50,000 Crore for the year of 2021-22, the last ofdinér&ngsition

period, and estimated collection would be around Rs. 90,000 Crore requiring around Rs. 2,40€000 Cror
to be borrowed. She suggested that the arrangements may be done only for the current yeawand revi
the compensation situation next year after considering the revival of the econorsyat8tig¢hat for

both the options, the repayment would have to be done from the Cess collectiotisefrextended

period beyond the transition period.

48. +RQTEOH OHPEHU IURP :HVW %HQJDO VWDWK& %KBDWH 2FW\HIX
where the Centre borrows Rs, 2,30,000 Crore to be repaid from the CesBocaléom extended
period would be agreeable to him.

49. +RQTEOH &KDLUSHUVRQ FODULILHG WKBWRUW R HAL&KH QWU X RK
RBI but the borrowing would be in the name of the States as the Centre alreadyrroadnbe
upsetting the FRBM.

50. +RQTEOH OHPEHU IURP :HVW %HQJDO VWDWHG WEXPRX\O GW ZD\
not be burdened with debt or with the interest payment requirements.

51. +RQYEOH &KDLUSHUVRQ FODULILHG WKDW 6WDWNVWARIXOG C(
borrowed amount would be paid back with the collections from the Cess beyond the transition period.

52. +RQTEOH OHPEHU IURP 7DPLO 1DGX VWDWHGIWHD®™ KLV 6WD
and consider 2021-22 requirement later. He further stated that the entire compensation amount may be
borrowed by the Government of India and the mechanism can be clearly outlined separately.

53. +RQYEOH OHPEHU IURP 3XGXFKHUU\ VWDWHG WKDW 3XGXFK
have to approach the Home Ministry to approve the borrowing.

54. +RQYEOH &KDLUSHUVRQ VXJIJHVWHG WKDW OLQVWWU\RRI! )LC
Home Affairs to facilitate the borrowing by Puducherry.
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55. +RQYEOH OHPEHU IURP 3XGXFKHUU\ VWDWHG WKdaktyD GHHPH
is considered to be a State under GST law which will allow Puducherry to borrow sinaither States.

56. Finance Secretary stated that Ministry of Finance would work with the Ministdome
Affairs and take all the permissions needed.

57. HonfEOH OHPEHU IURP 3XGXFKHUU\ UHLWHUDWHG WKDW XQG
with a State, therefore going through the Home Ministry for the compensatiount is not legally

tenable and Puducherry along with the other States may borrow money with litetiéacimade by

the Chairperson. He stated that the condition of going to the Home Ministry rdespbased with, for

going to the Reserve Bank.

58. +RQTEOH OHPEHU IURP 5DMDVWKDQ VWDWHBHVK@® WKW ©W B!
prescribed by FRBM Act and detit-GDP ratio is already 33% as against 25% suggested by FRBM

Act. He further stated that if the loan is being paid for by #&sCthe Centre should borrow and recover

from the cess as States have already crossed the FRBM limits and such option would bedi@jcom

all States.

59. +RQYEOH OHPEHU IURP .HUDOD VWDWHG WKDW WKH EHVW FF
to the States to communicate the option they choose to exercise.

60. +RQTEOH OHPEHU IURRBt étiné DiseveWday &y B& given to communicate
their decision in writing. He further stated that if Option 1 is givkae,$tate may or may not go for
further market borrowing depending on the requirement but in Option 2 niredussith borrowing wiil
certainly take place.

61. +RQYEOH &KDLUSHUVRQ FODULILHG WKDW HYHQ L&HWKH 2SYV
name of the States.

62. +RQYEOH OHPEHU IURP :HVW %HQJDO VXSSRUWHGIWKH SURS!
Assam and suggested that a detailed proposal may be sent by the Finance Secretary to allow the States
WR FRQVLGHU WKH RSWLRQV DV LW LRZEAQIIJLKRGEOWK W B VWINVWHV W 1t
He requested for time of seven working days to come back with répla6 WDWHTV VXEPLVVL|
refinements if any.

63. +RQTEOH &KDLUSHUVRQ VWDWHG WKDW D 1RW®HX W KK BWOMQH\
and within seven working days, States may communicate their decision.

64. +RQYEOH OHPEHU | UtRaP DethiOskniot hititiedvibHake a loan under the present
legal position and the Centre needs to take the loan on behalf of Delhi.

65. +RQTEOH &KDLUSHUVRQ VWDWHG WKDW WKH W@ WRV NI JFR
days after sending the note.

66. The meeting ended with the Finance Secretary thanking the Chairperson, Chief Minister
Deputy Chief Ministers, Finance Ministers of the States, officers flmrGovernment of India and
officers who helped in organizing the meeting.
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Annexure 1

List of Hon'ble Ministers who have attended the 4% GST Council Meeting on 27 August 2020

l\‘?(l) State/Centre Naml\iir?il?ecrm ble Charge
1 | Govt of India Ms. Nirmala Sitharaman [ Union Finance Minister
2 | Govt of India Shri Anurag Singh Thakuil Minister of State (Finance)
3 | Andhra Pradesh Shri Buggana Rajendra Mini§ter for Finance, Planning and Legislatiy
Nath Affairs
4 | Assam Dr. Himanta Biswa Sarmg Finance Minister
5 Bihar Shri Sushil Kumar Modi | Deputy Chief Minister
6 | Chhattisgarh Shri T.S. Singh Deo Minister, Commercial Tax
7 Delhi Shri Manish Sisodia Deputy Chief Minister
s | Goa Shri Mauvin Godinho Minisj[er for Transport and I_Dan(.:hayat Raj,
Housing, Protocol and Legislative Affairs
9 | Gujarat Shri Nitinbhai Patel Deputy Chief Minister
10 | Haryana Shri Dushyant Chautala | Deputy Chief Minister
11 | Himachal Pradesh | Shri Bikram Singh Minister for Industries & Transport
12 | Jammu and Kashmi| Shri K. K. Sharma Advisor to Lt. Governor
Minister - Planning cum Finance, Commerci
13 | Jharkhand Dr. Rameshwar Oraon Taxes, Food, Public Distribution & Consume
Affairs.
14 | Karnataka Shri Basavaraj Bommai | Minister for Home Affairs
15 | Kerala Dr. T. M. Thomas Isaac | Minister for Finance
16 | Madhya Pradesh Shri Jagdish Devda Mml.st?r for Commermal Tax, Finance,
Statistics and Planning
17 | Maharashtra Shri Ajit Pawar Deputy Chief Minister
18 | Manipur S.hn Yumnam Joykumar Deputy Chief Minister
Singh
19 | Meghalaya Shri James K. Sangma | Taxation Minister
20 | Odisha Shri Niranjan Pujari Finance & Excise Minister
21 | Puducherry Shri V. Narayanasamy Chief Minister
22 | Punjab Shri Manpreet Singh Badd Finance Minister
Minister for Energy, Public Health and
23 | Rajasthan Shri Bulaki Das Kalla Engineering, Ground Water, Art and
Literature, Culture and Archaeology
24 | Tamil Nadu Shri D. Jayakumar Minis.,te.r for.Fisheries and Personnel &
Administrative Reforms
25 | Telangana Shri T. Harish Rao Finance Minister
26 | Tripura Shri Jishnu Dev Varma | Deputy Chief Minister
Minister Agriculture, Agricultural Marketing,
, , Agricultural Processing, Agricultural
2if || itk S S0l Lie! Egucation, Garden an?j Fr?;it Industries, Silk
Development
28 | Uttar Pradesh Shri Suresh Kumar Minigter Financg, Parliamentary Affairs,
Khanna Medical Education
29 | West Bengal Dr. Amit Mitra Finance Minister
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Annexure 2

List of officials who have attended the 4% GST Council Meeting on 27.08.2020

2}

NoO State/Centre Name of the Officer Charge

1 | Govt. of India Dr. A B Pandey Finance Secretary

2 | Govt. of India r Krlshna.murthy Chief Economic Advisor

Subramanian

3 Govt. of India Shri M. Ajit Kumar Chairman, CBIC

4 | Govt. of India Shri Sandeep M Bhatnagar | Member (Inv), CBIC

5 | Govt. of India Shri Vivek Johiri Member (GST, IT, Tax Policy),
CBIC

6 | Govt. of India Shri Ritvik Pandey Joint Secretary, DoR

7 | GSTN Shri Manish Kumar Sinha EVP

8 | Govt. of India Shri G.D. Lohani Joint Secretary, TRU |, DoR

9 | Govt. of India Shri Yogendra Garg Pr. Commissioner (GST), CBIC

10 | Govt. of India Shri Sanjay Mangal Commissioner (GST), CBIC

11 | Govt. of India Shri Vipul Bansal PS to Union Finance Minister

12 | GST Council Shri Amitabh Kumar Joint Secretary

13 | GST Council Shri S.K. Rahman Joint Secretary

14 | GST Council Ms Ashima Bansal Joint Secretary

15 | Govt. of India Shri Rajesh Malhotra DG (M&C)

16 | Govt. of India Shri Astik Sinha PS to MoS (Finance)

17 | GST Council Shri Rajesh Agarwal Director

18 | GST Council Shri G.S. Sinha Director

19 | GST Council Shri Jagmohan Director

20 | GST Council Ms. Ujjaini Datta Director

21 | Govt. of India Shri N Gandhi Kumar Director, DoR

22 [ Govt. of India Shri Amaresh Kumar Addl. Comm., GST Policy Wing

23 | Gowt. of India Ms Nisha Gupta Joint Commissioner, GST Policy
Wing

24 [ Govt. of India Shri Rahul Raja OSD to Chairman, CBIC

25 [ Govt. of India Shri Vikash Kumar DC, GST Policy Wing

26 | Govt. of India Shri Kumar Asim Anand DC, GST Policy Wing

27 | GST Council Shri Arjun Meena Under Secretary

28 | GST Council Shri Rakesh Agarwal Under Secretary

29 | GST Council Shri Nitin Deepak Agarwal Under Secretary

30 [ GST Council Shri Mahesh Singarapu Under Secretary

31 | GST Councll Shri Krishna Koundinya Under Secretary

32 | GST Councll Shri Naveen Agrawal Under Secretary

33 | GST Council Shri Karan Choudhary Under Secretary

34 [ GST Council Shri Sarib Sahran Superintendent

35 | GST Councll Shri Krishan Kumar Verma Superintendent

36 | GST Councll Ms Chanchal Soni Superintendent

37 | GST Council Shri Abhishek Kumar Superintendent

38 [ GST Council Shri Rakesh Joshi Inspector
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39 | GST Councll Shri Pankaj Bharadwaj Inspector

40 | GST Council Shri Vijay Malik Inspector

41 | Gowt. of India Shri Nishith Goyal Chief Commissioner, Patna,
Ranchi Zone

42 | Govt. of India Ms Vandana K. Jain Pr|n0|p.al Commissioner,
Chandigarh Zone

43 | Govt. of India Shri Bijoy Bihari Mohapatra A Sl S e el
Bhopal Zone

44 | Andhra Pradesh Dr Rajath Bhargav Special Chief Secretary, Revend

45 | Andhra Pradesh Shri Peeyush Kumar Chief Commissioner (State Tax)

46 | Andhra Pradesh Shri D. Venkateswara Rao OSD to Special Chief Secretary

47 | Andhra Pradesh Shri S. Shekhar ¢:Sltlonal Commissioner State

48 | Arunachal Pradesh | Shri Anirudh Singh Secretary

49 | Arunachal Pradesh | Shri Kanki Darang Commissioner

50 | Arunachal Pradesh | Shri Telly Ngumdir Assistant Commissioner

51 | Arunachal Pradesh | Shri Nakut Padung Superintendent

52 | Arunachal Pradesh | Shri Kenmi Zirdo Superintendent

53 | Arunachal Pradesh | Ms Tadu Lily DA

54 | Assam Shri Anurag Goel Commissioner Taxes

55 [ Assam Shri Shakeel Saadullah Joint Commissioner of Taxes

56 | Assam Shri Bedabrata Saikia Inspector of Taxes

57 | Bihar Dr Pratima Commisssioner cum Secretary

58 | Bihar Shri Arun Kumar Mishra Special Secretary

59 | Chhattisgarh Ms Maninder Kaur Dwivedi ?22)Clpal Secretary (Commercia

60 | Chhattisgarh Ms Ranu Sahu Commissioner of State Tax

61 | Delhi Shri Sandeep Kumar Secretary, Finance

62 | Delhi Shri Vivek Pandey Commissioner, State Tax

63 | Delhi Shri Anand Kumar Tiwari Additional Commissioner, GST

64 | Delhi Shri C. Arvind Secretary to Dy CM

65 | Goa Shri Hemant Kumar Commissioner, ST

66 | Gujarat Shri Pankaj Joshi Additional Chief Secretary

67 | Gujarat Shri J. P. Gupta Chief Commissioner, State Tax

68 | Haryana Shri Anurag Rastogi Pr|nc:|!oal Secretary, Excise &
Taxation

69 | Haryana Shri Shekhar Vidhyarthi Excise & Taxation Commissiong

70 | Haryana Shri Rajeev Chaudhary Joint E.XCI.Se and Taxation
Commissioner

71 [ Himachal Pradesh | Shri Jagdish Chander Sharma Pr|n0|!oal Secretary (Excise &
Taxation)

72 | Himachal Pradesh | Shri Rohan Chand Thakur Comm|SS|oner of State Tax and
Excise

73 | Himachal Pradesh | Shri Rakesh Sharma Additional Cqmm|33|oner oSy
Tax and Excise

74 | Jammu and Kashmi| Dr. A. K. Mehta Financial Commissioner, Finand
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75 | Jammu and Kashmi| Shri P. K. Bhat Commissioner, State Taxes

76 | Jammu and Kashmi| Shri Waseem Raja Assistant Commissioner, State
Taxes

77 | Jharkhand Ms Vandana Dadel Secretary, Commercial Tax

78 | Jharkhand Ms Akansha Ranjan Commissioner, CTD

79 [ Jharkhand Shri Santosh Kumar Vatsa Special Secretary, CTD

80 | Jharkhand Shri Brajesh Kumar State Tax Officer

81 | Karnataka Shri. M. S. Srikar Commissioner, CT

82 | Karnataka Shri Padmakar Kulkarni Additional Commissioner

83 | Karnataka Dr. Raviprasad Additional Commissioner

84 [ Kerala Shri Anand Singh Commissioner, State Tax

85 | Kerala Dr. Karthikeyan Special Commissioner, State T3

86 | Kerala Shri Abraham Renn ,_?gSltlonal Commissioner, State

87 | Kerala Shri Mansur M. I. Joint Commissioner, State Tax

88 | Madhya Pradesh Ms Dipali Rastogi PS, Commercial Tax Departmer

89 | Madhya Pradesh Shri Raghwendra Kumar Sing| CCT

90 | Madhya Pradesh Shri Sudip Gupta Jt. CCT

91 | Maharashtra Shri Manoj Saunik ACS Finance

92 | Maharashtra Shri Rajgopal Devra Principal Secretary, Finance

93 | Maharashtra Shri Sanjeev Kumar Commissioner, State Taxes

94 [ Maharashtra Shri Dhananjay Akhade Joint Commissioner, State Taxe

95 | Maharashtra Shri Kiran Shinde Deputy Commissioner, State
Taxes

96 [ Manipur Shri Charchit Gaur Commissioner of Taxes

. hri Y I k '
97 | Manipur S. ri Yumnam Indrakumar State GST Nodal Officer
Singh

Commissioner & Secretary,

98 | Meghalaya Smt S. A. Synrem Excise, Registration, Taxation &
Stamps

99 | Meghalaya Shri Arunkumar Khembavi Commissioner of Taxes

. . Additional issi f

100 | Meghalaya Shri L. Khongsit dditional Commissioner of Staf
Tax

101 | Meghalaya Shri K. War Deputy Commissioner of State
Tax

102 | Mizoram Shri Vanlalchhuanga Commlssmner & Secretary
Taxation

103 | Mizoram Shri HK Lalhawngliana Joint Commissioner, State Taxe

104 | Nagaland Shri Kesonyu Yhome Commissioner of State Taxes

. Additonal — :

105 | Nagaland Shri Y Mhathung Murry SO COMIMSHNE Of SEL
Taxes

106 | Nagaland Shri Wochamo Odyuo Additional Commissioner of Stat
Taxes

107 | Nagaland Shri C. Lima Imsong Deputy Commissioner of State
Taxes

108 | Odisha Shri Ashok K. K. Meena Principal Secretary, Finance
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109 | Odisha Shri Sushil Kumar Lohani Commissioner, CT & GST

110 | Puducherry Shri Shurbhir Singh Secretary (Finance)

111 | Puducherry Shri L. Kumar Commissioner (CT)

112 | Puducherry Shri K. Sridhar Deputy Commissioner

. : Advisor (Financial Resources) t(

113 | Punjab Shri V. K. Garg Chief Minister

114 | Punjab Shri A. Venu Prashad Fmanqal Commissioner
(Taxation)

115 | Punjab Shri Nilkanth S. Avhad Commissioner of State Taxes

116 | Punjab Shri Ravneet Khurana Additional Commissioner (Audit

117 | Rajasthan Shri Niranjan Kumar Arya Addltlonal Chief Secretary
(Finance)

118 | Rajasthan Dr. Prithvi Raj Secretary, Finance (Revenue)

119 | Rajasthan Shri Abhishek Bhagotia Chief Commissioner, State Taxs

120 | Rajasthan Shri Ketan Sharma Special Commissioner (GST)

121 | Sikkim Shri Jigme Dorjee Bhutia Secretary cum Commissioner, C

122 | Tamil Nadu Shri S. Krishnan ACS Finance
Principal

123 | Tamil Nadu Shri M . A. Siddique Secretary/Commissioner
Commercial taxes

124 | Telangana Shri Somesh Kumar Chief Secretary

125 | Telangana Ms Neetu Prasad Commissioner, CT

126 | Telangana Shri Laxmi Narayan Jannu Additional CCT

127 | Telangana Shri N. Sai Kishore Joint CCT

128 | Tripura Ms Tanushree Deb Barma Secretary, Finance

129 | Tripura Dr. Vishal Kumar Joint Secretary, Finance

130 | Tripura Dr. Sudip Bhowmik Deputy Commissioner of Taxes

131 | Tripura Shri Badal Baidya Assistant Commissioner of Taxe

132 | Tripura Shri Ashin Barman Nodal Officer, GST

133 | Uttarakhand Shri Vipin Chandra Additional Commissioner

134 | Uttarakhand Dr Sunita Pandey Joint Commissioner

135 | Uttarakhand Shri Anurag Mishra Joint Commissioner

136 | Uttarakhand Shri Pramod Joshi Joint Commissioner

137 | Uttarakhand Shri S. S. Tiruwa Deputy Commissioner

138 | Uttar Pradesh Shri Alok Sinha Additional Chief Secretary,
Commercial Tax

139 | Uttar Pradesh Ms Amrita Soni Commissioner, CT

140 | Uttar Pradesh Shri Sanjay Kumar Pathak Joint Commissioner, CTD

141 | Uttar Pradesh Shri Anil Kanaujia Deputy Commissioner, CT

142 | Uttar Pradesh Shri Paritosh Kumar Mishra | Assistant Commissioner, CT

143 | Uttar Pradesh Ms Nidhi Srivastava Assistant Commissioner, CT

144 | West Bengal Shri H K Dwivedi ACS Finance

145 | West Bengal Shri Rajsekhar Bandyopadhyg Additional Secretary, Finance

146 | West Bengal Shri Devi Prasad Karanam Commissioner, CT

147 | West Bengal Shri Khalid Aizaz Anwar Joint Secretary, Finance

Pagel06 of 215

Agenda for 42nd GSTCM Volume 1



Annexure 3

Compensation Fund Account

X crore

Cess Collected 62,612 95,081 95 444 21,355 2,74.492
(till July’21)

Compensation released 41,146 69,275 1,20,498 65,546 2.96.465
(till Nov'19) (till Mar’20)

Taking mnto account the amount ¥ 33,412 crore transferred from the Consolidated Fund of India to

Compensation Cess Fund as a part of an exercise to apportion balance of IGST pertaining to 2017-18,
the cess balance available in CFI as on 31+ July, 2020 1s ¥ 11,438 crore
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Annexure 4

e
OFFICE OF THE ATTORNEY GENERAL FOR INDIA

My answers to each of the queries posed for my opinion are as follows:

() In case the balance in the Goods and Services Tax Compensation
Fund is not adequate to meet the compensation payable under
Section 7, are the States still entitled to receive the full amount of
compensation calculated as per the provisions of the Goods and
Services Tax (Compensation to States) Act, 20177

Section 18 of the Constitution (101" Amendment) Act, 2016, provides thus:

“Parliament shall, by law, on the recommendation
of the Goods and Services Tax Council, provide for
compensation to the States for loss of revenue
arising on aceount of implementation of the goods
and services tax for a period of five years "

The law passed by Parliament in this regard is the *Goods and Services Tax
(Compensation to States) Act, 2017" [hereinafter ‘the Compensation Act’].
Scetion 7(1) of the Compensation Act provides that compensation under the
said Act “shall be payable to any State during the transition period”. The
‘transition period” is defined in Section 2(1)(r) as a period of 5 years from
the “transition date”.  Sub-Section (2) of Section 7 requires that the
compensation payable to every State shall be provisionally released “at the
end of every two month period”, subject to final calculation for every
financial year “after receipt of final revenue figures as audited by the
Comptroller and Auditor General of India”. Section 10(2) provides that all
amounts payable to the States under section 7 shall be paid out of the GST

Compensation Fund. No express provision appears to have been made in the -

Compensation Act in regard to a situation of shortfall in the GST
Compensation Fund.

It would follow from the above, in my opinion, that the States are entitled to *

receive the full amount of compensation during the “transition period”, in
accordance with the provisions of the Act, irrespective of the shortfall.

(i)  In case the balance in the Goods and Services Tax Compensation
Fund is not sufficient, is there an obligation on the Centre to meet
the shortfall wholly or partly?

There is no express provision in the Compensation Act for the Government

of India to bear the liability of making good the shortfall. On the other hand,
Section 10(2) of the Act states that all amounts payable to the States under
Section 7 shall be paid out of the GST Compensation Fund. In terms of
Section 10(1), the “proceeds of the cess leviable under Section 8 and such
other amounts as may be recommended by the Council shall be credited” to
the said Fund.

Obviously, this would mecan that it is the GST Council which has to decide
on making good the shortfall in the GST Compensation Fund, by providing
for sufficient amounts to be credited to it. I may mention that under Article

Pagell2of 215
Agenda for 42nd GSTCM Volume 1



o

279A (9), the weightage given to the vote of the Central Government, in the
GST Council, is one-third, i.c. around 33%. The remaining two-thirds (i.e.
around 67%) would be given to the votes of all the State Governments taken
together. However, since all decisions of the GST Council have to be by a
3/4™ majority, obviously. 67% votes would not be sufficient for this purpose.
In other words, the GST Council would not be in a position to make a
recommendation to which the Central Government is opposed. This has to
be kept in mind.

(ili) What are the options before the GST Council, Union and States to
meet the said shortfall? Can the GST Council recommend
extension of period during which the compensation for the
transition period can be paid to the States in terms of Section 87

It may be pointed out that Article 279A (4) of the Constitution, while setting
out the powers of the GST Council, authorises it to make recommendations,
inter alia. on “any special rate or rates for a specified period, to raise
additional resources during any natural calamity or disaster”. This
provision will directly apply to the present situation, in view of the Covid-19
pandemic, and would indicate one possible solution for making up the
shortfall in the GST Compensation Fund. It is for the GST Council to decide
on any other source from where it may lawfully recommend the credit of the
necessary amounts into the GST Compensation Fund.

No provision exists in the Compensation Act for extending the period of five
years for payment of compensation to the States. Section 8(1) would only
entitle an extension in regard to the period of the levy and collection of the
Cess, beyond the period of five years, if the Council so recommends. This
would not permit the extension or deferment of the period of § years for the
payment of compensation to the States. In my opinion. therefore, it is only
in a case where all the States together agree to a deferment or extension in
regard to the payment of compensation to them, that one could adopt such a
course of action.

(iv) Can the States borrow on the strength of the future receipts from
the Compensation Fund to meet the compensation gap either fully
or partially?

This query can be answered with reference to Articles 292 and 293 of the
Constitution. The entitlement of a State to borrow is set out in Article
293(1). The limitation on such right is found in Clause (3), which prohibits a
State from raising any loan, without the consent of the Government of India,
“if there is still outstanding any part of a loan which has been made to the
State by the Government of India...”. Clause (2) of Article 292 authorizes
Parliament to make loans to a State, subject 0 any limit which may have
been fixed by law made by Parliament.

It is within these parameters that a State can borrow, even on the strength of
future receipts from the compensation fund.
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(v) Can the GST Council recommend or request the Centre to
consider allowing States to borrow money to meet the
compensation gap either fully or partially?

I have referred earlier to Article 279A of the Constitution which sets out,
inter alia, the powers and functions of the GST Council. Clause (4) of
Article 279A provides that the GST Council “shall make recommendations
to the Union and States on™ certain specified matters. In addition to the
specifically enumerated matters under Sub-Clauses “(a)’ — (g)’ of Clause
(4), on which the GST Council may make recommendations, Sub-Clause
‘(h)” of Clause (4) empowers the GST Council to make recommendations in
regard to “any other matter relating to the goods and services tax, as the
Council mav decide” (¢emphasis supplied).

The Supreme Court of India, in a catena of judgments, has consistently taken
the view that the phrase ‘in relation to® is a “very broad expression”, having
the widest import. According to the Court, these are “words of
comprehensiveness” and have “to be given full effect to” [See Thyssen
Stahlunion Gmbh v. Steel Authority of India Ltd. - (1999) 9 SCC 334, and
Doypack Systems (P) Ltd. v. Union of India ~ (1988) 2 SCC 299]. The
words “relating to”, occurring in Article 279A(4)(h), would also, in my view.
stand on the same footing.

The implementation of measures to meet the shortfall in the GST
Compensation Fund can reasonably be said to be a matter relating to the
Goods and Services Tax. Thus, in my view, the GST Council can, in the
exercise of its duties under article 279A(4)(h) of the Constitution,
recommend to the Central Government to permit the States to borrow
money, as a measure for meeting the compensation gap. It would. however,
be for the Central Government to take a final decision in the matter, in
exercise of its authority under article 293(3) of the Constitution.

W
K.K.Mopal)

Attorney General for India
23.06.2020
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Annexure 4A

OFFICE OF THE ATTORNEY GENERAL FOR INDIA

In the light of the facts stated in the file noting referred for my opinion on
25.08.2020, 1 would proceed to answer the queries set out therein, | am
answering the gueries in continuation of my carlier opinion dated
23.06.2020, though, | find thut i has become necessary to vary a few of the
conclusions which I had arrived at,

It would he far more convenient to address the queries conjointly, rather than
cach one separately.

| may state, by way ol introduction. that both the Central Government as
well as the State Governments are facing a serious downtum in their GST
revenues, owing to the impact of the COvid-19 pandemic. As u resull, the
batance in the GST Compensation Fund [‘the Fund’®] set up under Section
1 of the GST (Compensation to States) Act, 2017 [*The Aet’] is inadequate
1o pay full compensation to the States in terms of the Act.

The guestion which arises is as to how this issue is to be addressed by the
GST Council. 1 have already opined earlier that cach one of the States is
entitled, under the Act, to the payment of full compensation during the
transition period. There are two provisions which could be said 1o deal with
such a situation. and these are:

(1) Article 279A(4)(0 of the Constitution of India provides that the
GST Council may recommend “any special rate or rates for a
specified period to raise additional resources during any natural
calamity or disaster™. It is o matter for the GST Council 1o decide
whether the consumers can bear the burden of an increase in the
rates at the present time, and whether an merease in the rates is
otherwise pppropriate.

(if)  Under Section 10 (3A) of the Act. on the recommendation of the
GST Council, an amount remaining unutilized in the fund at any
point of time in any financial year during the transition period may
be divided between the Centre and the States. The provise to
Section TO(3A) requires that if there is a shortfall in the amount
collected in the Fund against the requirement of compensation
payable 1o the States, the amount unutilized could he recovered
from the Centre and the States. However, 1 am told that though a
surplus existed in the Fund til the middle of the financial year
2019-20. this has been distributed to the States already.

We come 1o a third alternative, which arises out of Section 8 of the Act
Scetion & deals with the levy and collection of the GST compensation cess
[*the cess’] on the supply of gocds and services. The proceeds of this cess
are credited to the Fund under Section 1), The cess is to be levied and
collected for the purpose of payment of compensation to the States for loss
of revenue arising on account of implementation of the GST. “for a period of
5 years or for such period as may be prescribed on the recommendations of
the Council™ (emphasis supplicd).
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Two things Tollow, in my view, from the scheme of the Act:

(i)  The compensation under the Act is payable to the States during the
transition period (i.e. 5 vears): and

(i)  Such payment shall be made (rom the Fund. into which the
proceeds of the cess are credited.

What, then, does Section 8 mean. when it provides for the levy and
collection of the cess for a period of 5 vears or for such period as may be
preseribed on the recommendation of the GST Couneil? The cess cannot be
collected for adding to the general revenues of the Central Government. I
this be so. the continued fevy and collection of the cess beyond the period of
five years could take place only in the event there has been a shortfall in the
payment of compensation to the States during the 5 year transition period. I
the States are fully compensated during the 5 year transition period, no
question of extension of the levy und collection of the cess beyond 5 years
would arise. In other words, the GST Council would recommend the
continuance of the cess beyond the transition period of 5 years only in a
situation of shortfall during the transition period. which would necessitate
the raising of [unds for paying the compensation to the States after the 5 year
period is over.

I cannot see any other reason why such a provision is made in Section 8,
permitting an extension in the duration of the levy and collection of the cess,
This would necessarily imply that where, on account of extraordinary
circumstances causing a steep fall in GST revenues and a shortfall in the
Fund. the states cannot be paid full compensation during the transition
period, the shortfall in the payment of compensation could be made up even
after the transition period of 5 years.

Of course, a recommendation by the GST Council extending the levy and
collection of the cess beyond 5 years under Section §(1) of the Act. would
require a decision by a three-fourth majority of the weighted votes. Since all
the States are represented in the GST Council. this can only be achieved if
the requisite number of States support such a recommendation.

[ believe that | have answered the gueries posed. 1 advise accordingly.

Attorney General for India
26.08.2020
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Agenda Item 2: Deemed ratification by the GST Council of Naotifications, Circulars andrders
issued by the Central Government

In the 229 meeting of the GST Council heddiNew Delhi on 08 October, 2017t was decided
that the notifications, Circulars and Orders which are being issued by the Ganteahment with the
approval of the competent authordiall be forwardedo the GST Council Secretariat, through email,
for information and deemed ratification by the GST Council. Accordjmglthe 40" meeting held on
12.06.2020 through video-conference, the GST Council had ratified all theatitifis Circulars, and
Orders issued till 10.06.2020.

2. In this respect, the following notifications, Circulars and Ordergesafter 10.06.2020 till
25.09.2020 under the GST laws by the Central Governrasrdyailable orwww.cbic.gov.in are
placed before the Council for information and ratification: -

Notification/Circular/Or

Act/Rules | T
curuies ype der Nos.

Description/Remarks

1.Notification No.
48/2020- Central Ta
dated 19.06.2020

Seeksto make sixth amendment (202@)
CGST Rules, 2017.

Seeksto bring into force Sections 118, 17
129 & 130 of Finance Act, 2020 orderto
bring amendmento Sections 2, 109, 168

172 of CGST Act, 2017 w.e.f. 30.06.2020.

2.Notification No.
49/2020- Central Ta
dated 24.06.2020

3.Notification No.
50/2020- Central Ta|
dated 24.06.2020

Seekgo make seventh amendment (2089
CGST Rules, 2017.

4.Notification No.| Seekdo provide relief by lowering of intere
cesT 51/2020- Central Ta|rate for a prescribed time for tax periods fr
dated 24.06.2020 February, 2020 July, 2020.
Act/CGST $ entral
Rules ax Seeks to provide one time amnesty |

lowering/waiving of late fees for non
furnishing of FORM GSTR-3B from July
2017 to January, 2020 and also seetks
provide relief by conditional waivef late fee
for delay in furnishing returnsin FORM
GSTR-3B for tax periods of February, 20
to July, 2020.

5.Notification No.
52/2020- Central Ta|
dated 24.06.2020

Seeksto provide relief by waiver of late feg
for delayin furnishing outward statemeint
FORM GSTR-1 for tax periods for mont
from March, 202Go June, 2020 for monthl
filers and for quarters from January, 2G2(
June, 2020 for quarterly filers.

6. Notification No.
53/2020- Central Ta
dated 24.06.2020
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Notification No.
54/2020- Central Ta
dated 24.06.2020

Seeksto extend due date for furnishiy
FORM GSTR-3B for supply mad& the
month of August, 2020 for taxpayers w|
annual turnoveupto Rs. 5 crores.

Notification No.
55/2020- Central Ta
dated 27.06.2020

Seeksto amend notification No. 35/202
Central Taxin orderto extend the due date
compliance which falls during the peri
from "20.03.2020 to 30.08.2020" till
31.08.2020.

Notification No.
56/2020- Central Ta
dated 27.06.2020

Seeksto amend notification no. 46/202
Central Taxin orderto further extend perio
to pass order under Section 54@f) CGST
Act, 2017 till 31.08.202@r in some cases U
to fifteen days thereafter.

10.

Notification No.
57/2020- Central Ta
dated 30.06.2020

Seeksto amend notification no. 52/202
Central Taxin orderto provide conditiona
waiver of late fees for the period from Ju
2017to July, 2020.

11.

Notification No.
58/2020- Central Ta
dated 01.07.2020

Seeksto make eighth amendment (2020)
CGST Rules, 2017.

12.

Notification No.
59/2020- Central Ta
dated 13.07.2020

Seekdo extend the due date for filing FOR
GSTR-4 for financial year 2019-2020.

13.

Notification No.
60/2020- Central Ta
dated 30.07.2020

Seeksto make Ninth amendment (2026)
CGST Rules, 2017.

14.

Notification No.
61/2020- Central Ta
dated 30.07.2020

Seeksto amend Notification no. 13/202
Central Taxin orderto amend the class
registered persons for the purposé e-
invoice.

15.

Notification No.
62/2020- Central Ta
dated 20.08.2020

Seeksto make Tenth amendment (202@)
CGST Rules, 2017.

16.

Notification No.
63/2020- Central Ta
dated 25.08.2020

Seekdo notify the provisions of section 1(
of the Finance (No2) Act, 2019to amend
section 500f the CGST Act, 2017 w.e,
01.09.2020.

17.

Notification No.
64/2020- Central Ta
dated 31.08.2020

Seekdo extend the due date for filing FOR
GSTR-4 for financial year 2019-202t®
31.10.2020.
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18.

Notification No.
65/2020- Central Ta
dated 01.09.2020

Seeksto amend notification no. 35/202
Central Tax dated 03.04.2020 extend dug
date of compliance under Section 171 wh
falls during the period from "20.03.2020
29.11.2020" till 30.11.2020.

19.

Notification No.
66/2020- Central Ta
dated 21.09.2020

Seeks to give one time extension for the t
limit provided under Section 31(7) of t
CGST Act 2017 till 31.10.2020.

20.

Notification No.
67/2020- Central Ta
dated 21.09.2020

Seeks to grant waiver / reduction in late
for not furnishing FORM GSTR-4 for 201
18 and 2018-19, subject to the condition {
the returns are filled between 22.09.202(
31.10.2020.

21.

Notification No.
68/2020- Central Ta
dated 21.09.2020

Seeks to grant waiver / reduction in late
for not furnishing FORM GSTR-10, subijg
to the condition that the returns are fill
between 22.09.2020 to 31.12.2020.

. 1. Notificati No. : : : .
Union otification .0 Seekdo provide relief by lowering of intere
UTGST : 02/2020 -  Union . : :
Territory . rate for a prescribed time for tax periods fr|
Act Tax Territory Tax  dateq - o ary, 20260 July, 2020
24.06.2020 4 Y, £025-
1. Notification No. Sgeksto bring into fgrce Section 134)f
04/2020 - Intearate Finance Act, 2020in order to bring
Tax dated 24 069202( amendmento Section 25f IGST Act, 2017
IGST Act ITn;igrated w.e.f. 30.06.2020.
2. Notification No.| Seekdgo provide relief by lowering of intere
05/2020 - Integrate| rate for a prescribed time for tax periods fr
Tax dated 24.06.202( February, 202@o July, 2020.
nder |1 Craaar o Carleaton s eshec of vros e
Circulars | CGST Act) 1417112020 -GS it 1 the )f[axpayers'n view of Epreac
2017 dated 24.06.2020 COVID-19.
(F:femova' Under  |1. Order No. 01/2020 Seeksto extend the time limit for filingan
Difficult CGST Act, Central Tax date(application for revocation of cancellation
Order y 2017 25.06.2020 registration for specified taxpayers.
3. The GST Council may grant deemed ratificatimthe notifications, Circulars and Ordexs
detailed above.
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Agenda Item 3: Decisions of the GST Implementation Committee (GIC) for inforration of the
Council

The GST Implementation Committee (GIC) took certain decisions be@@dviay 2020 and
8" September 2020. Due to the urgency involved, decisions were taken after obtaining approval by
circulation amongst GIC members. The details of the decisions taken are given below:

Decision by Circulation + 4% June 2020

2. The prop¢/ DO EHIRUH WKH *,& ZDV UHJDUGLQJX6GORQ L LULFDRWWRWQV &
remuneration.
2.1 It was mentioned in the agenda note that various references had been receivedédranut

industry regarding clarification on the leviability of67 RQ 'LUHFWRUTV UHPXQHUDW
companies to their directors. The representations had sought clarity on theitgvidbdBST on
'LUHFWRUYYV UHPXQHUDWLRQ SDLG E\ FRPSDQLHWLRRWRLWWKHJID
Companies Act, 2013 which govern the appointment and remuneration of direct@anipany. A

company as an artificial person, acts through directors who are elected represerghtihe

shareholders and who execute decision ma-king for the benefit of shareholdectorBiare paid
remuneration, which may be called as salary, commission, sitting fees or by any other name

2.2. Doubts had been raised as to which activities get covered as non-taxable by énng of

Schedule 11l and which activity will be taxed under RAMQ WKH FRQWH[W RI 'LUHFWRUYV
appears that the doubt had arisen due to perceived overlap in the scope of thénesthyedule 111
>UVHUYLFHVY E\ DQ HPSOR\HH WR WKH HP3S$ORHNREBO R@RIERXWIVH RI1 |
was no clarity regarding employment being full time or part time; also W&seno clarity as to

whether the activity performed by the employee includes only the activity pexddior salary or all

activities performed for all remuneration, including salary but not restricted to]satetyhe entry 6

in Table to notification 13/2017-Central Tax (Rate) issued under sectiofjv@{®h mentions all
M6HUYLFHYV Ewitl®utlaryFistiRdtion fvhether such a Director is an employee or not]. It is

also pertinent to note that as per provisions of the Income Tax Act, thesglaiil to Directors is

subject to Tax Deducted at Source ('TDS') under Section 192 of the Income Tax Act, 1961)(IT Act
However, in cases where the remuneration is in the nature of professional fees dadyntihazame

is liable for deduction under Section 194J of the IT Act.

2.3. A detailed agenda regarding the same was placed before the Law Committemtiitg

held on 19.05.2020 The primary issue that was placed before the Law Commitedenigra view

ZDV PWZKHWKHU D 'LUHFWRU ZKR LV DOVR D QDHXRP SIDFRVH M LRM\ WKWH \
FRPSDQ\ DV D SHUVRQ LQGHSHi@GCHTthe/wealr theHpkoQeibigl WwrShatRAHH | >
when required, as an employee and when required, as an independent person/Difidator

Committee took view of the fact that with effect fronf'@uly, 2012, Section 194J of the Income Tax

Act had been amended to provide that, any remuneration or fees or comibjssibatever name

called_other than those on which tax is deductible under Section 192, to a director of a csimaflany

be liable for TDS under Section 194J6 HFWLR Q RI ,7 $FW LV IRU 7'6 RQ 3VDOL
LQ IRU 7'6 RQ 3)HHV IRU SUREHNaSI@RQDO RU 7THFKQLFDO

2.4, The Law Committee, in its meeting held on 19.05.2020, recommended to issue atoircular
clarify that the director, who is also an employee, can carry outtagiaf provision of services to
the company in an independent capacity as Director also and that part of thewskiclichas been
provided in an independent capacity shall be leviable to GST. The part of the proVisemices

that has been provided as an employee only shall be outside the scope of GST. lomihefow
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employee directors, GST would not be levied on that portion of the remunerati@mamnTDS is
GHGXFWHG XQGHU VHFWLRQ Rl WKH ,7 $FW DIYW\VIRAUMNIWLR @ RG W
remuneration which is other than salary (TDS is done under 194J of IT Act).i$hereloubt that

the activity carried out by an independent director for the company, by vipgwagion of service is

however in the nature of provision of service, and is therefore liable to GST.

2.5.  The proposal was placed before the GST Implementation Committee for apphev&lIC
approved the proposal. Accordingly, Circular No: 140/10/28&%ST dated 10June, 2020 was issued.

Decision by Circulation +5" June 2020

3. The proposal before the GIC was regarding amendment of rule 26(1) tocalipovates to
furnishFORM GSTR-3B & FORM GSTR-1 till 30" September, 2020 using EVC.

3.1. It was mentioned in the agenda note that during the ongoing lockdown due tb COV
pandemic, taxpayers had reported that they had difficulties to access or use ita¢isiditature
(DSC) as their movement was restricted. Further, on their request to do away with the reqoirement
DSC for furnishing any document / return on portal, especially duringésemt period of lockdown,
system was enabled to allow corporates to furRiBRM GSTR-3B with EVC from 21.04.2020 to
30.06.2020. Accordingly, in order to provide legal provision for the same, a provisosea®d in

the sub-rule (1) of rule 26 of the CGST Rules vide notification No. 38/2@2firal Tax dated
05.05.2020. The provision had been enabled till 30.06.2020, but, in wake of continued
lockdown/restrictions, it was proposed that the said facility may be extende@l.®¥.2020. Second
proviso to sub-rule (1) of rule 26 of the CGST rules, 2017 may be amended accordingly.

3.2.  Alegal provision needed to be provided for the new system of allowing corporates to furnish
FORM GSTR-1 with EVC from 27.05.2020 till 30.09.2020. it was proposed that a provisasitail

one drafted for the furnishing HORM GSTR-3B with EVC by corporates could be inserted in the
sub-rule (1) of rule 26 of the CGST Rules, 2017.

3.3.  The proposal was placed before the GST Implementation Committee for appheva
approved the proposal. Accordingly, Notification No. 48/2@Zentral Tax dated ¥une, 2020 was
issued.

Decision by Circulation +19" June 2020

4, The proposal before the GIC was regarding data sharing with the office of CAG.

4.1. It was mentioned in the Agenda Note that The Comptroller and Auditorabehkrdia, in his

letter dated 28 September 2018, requested the Finance Minister in her capacity as Chairman of the

GST Council to impress upon the States and CBIC the need for regular and strimtucddiata and

issue suitable directions to all States/UTs and CBIC to formalize the dataggmatocol. CAG has

been emphasizing on the need for unrestricted access to all GST dataxqfajers. This issue was

discussed at various for a including a meeting of some officers of CentralaedaStadministration

on this issue on80 D\ DQG WKHQ LQ WKH RIILFH Wil B2l WiheQ J EHIRU
2019. The matter was placed before the GST Council in'iter@ting held on 21June, 2019 in New

Delhi.

4.2. In the 38 GST Council meeting, officers from GST Council made a presentation. Dbgng t
meeting, the Principal Director (Audit), CAG informed that an API Data Schelltdneen developed,
which would draw data from APIs of GSTN. In addition, access was also nieedadew the back-
office functions and reports being generated by CBIC and the State. The Counlgtideciefer the
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issue of data sharing with officers of CAG by the Central and State Tawisnlations in GST regime
to the Law Committee for further deliberations.

4.3. The matter was discussed in the meeting of the GST Law Committeegieddi on 28 June,

2019 in which officers from the CAG office also participated. However, no consensus coeda ted

with respect to sharing of GST data with CAG. The issues was fdeliberated in the meeting of the
GST Law Committee held orf"™November, 2019 and the Law Committee recommended that as was
the practice before introduction of GST in Centre as well as most ofates Jurisdiction based digital
access to GST data should be given to audit officers for conduct of audit.

4.4, Since this was only a continuance of the existing practice, CBIC (Systems)attad st
providing jurisdiction-based digital access to audit officers from Decembera2@1911 user-ids with
different privileges have already been created. These officers can access 49 diffenesiand a user
management module had also been made accessible to audit officers. This matesraddsefore the
40" GST Council meeting held on%2une 2020 held through video conference but was deferred.

4.5, In his letter No 619/RA-INDT/GST/2019 dated 11th June, 2020 addressed to Finaister M
CAG has stated that the CAG would be physically verifying around 10% ofatheatitions, and that
access to full pan-India data and back-end systems is required to

(a) identify the transactions that require to be checked in their respective jurisslantid

(b) identify systemic inconsistencies or shortcomings if any in the various esosuth as
registration, refund. He has further stated that the access to pan-India data weqldried at

the GSTINSUHPLVHV DQG GDWD GXPS ZLOO EH UHTXLUHG RQ
transactions identified for physical verification.

4.6. The issue was deliberated by the Law Committee in its meeting held6ér2020. The Law

Committee has recommended tReRIILFHUYV RI WKH UHVSHFWLYH WD[ DGPLQLV
be audited by CAG should also participate / be consulted at the query formulation stage|@est

for data for the identified taxpayers being sought by CAG from GSTN also shoul bghtlthe
FRQFHUQHG *RNeptbapBaHvi@a¥\placed before the GIC for approval. GIC had approved the
proposal and it further suggested tik® IILFHUV RI WKH UHVSHFWLYH WD[ DGPLQL
to be audited by CAG should also participate / be consulted at the query formulation stageussd

for data for the identified taxpayers being sought by CAG from GSTN also should be subroitigid

WKH FRQFH U Q H GTheRRhkhndeBRd¢afary irfformed Dy. CAG through Demi Official Letter

vide F.No. 31011/14/20187-1-Part dated 22 June 2020 that necessary instructions were issued to

GSTN to provide all necessary logistic and technical support to CAG's auditdgmovide pan-India

data.

Decision by Circulation + 25" June 2020

5. The proposals before the GIC were enabling filing of GSTR-1 by SMS, relaxationeof t
period under 168A of CGST Act for compliances during the Covid-19 induced lock dovpnapasal
to waive the requirement of 3 days deemed approval for registration during the Covid period.

Agenda - Enabling filing of GSTR-1 by SMS

5.1. It was mentioned in the agenda note that in the/8%ting of the GST Council, a facility to
file Nil returns by SMS was introduced which was a part of initiatee®@mmended by the Council to
facilitate and ease compliance burden for small taxpayers and hence, thistveshgainitiative to
bring facilitation measures of the new return design model to current returns Agbprdinew Rule
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67A was inserted in the CGST Rules, 2017 vide notification N0.38/2020- Centratidfed
05.05.2020 to enable filing of NFORM GSTR-3B through SMS and the provision was made
effective from 08 June, 2020 vide notification N0.44/2020-Central tax, dated 08.06.2020.

5.2. GSTN informed that the functionality for NIL filing 6ORM GSTR-1 through SMS was
almost complete, and tentatively they would be ready to deploy it Py@%e, 2020 subject to the
Performance Test which they had scheduled fét Ake, 2020. From law perspective, this would
require amendment in Rule 67A so as to allow the NIL filinf©ORM GSTR-1 through SMS.

5.3. The proposal was placed before the GST Implementation Committee for apphev&lIC
approved the proposal. Accordingly, Notification No. 58/2@20entral Tax dated*1July 2020, was
issued.

Agenda - Relaxation of time period under 168A of CGST Act for compliances during the Cail4
19 induced lock down

6. It was mentioned in the agenda note that an email dated 22.06.2020 had beed freceithe

office of CCT, Maharashtra wherein they have forwarded an agenda note for theobawittee. It

was proposed in the agenda note to further extend the time period for genepéibroes in
continuation to the already provided relaxation by way of natification No. 35/2020-CEatradated
03.04.2020, wherein actions and compliances for which the due dates were falling duringothe peri
from the 20" day of March, 2020 to the 2@lay of June, 2020 were extended ti'Jne, 2020. State

of Maharashtra had further recommended that the time period be extended #ugast, 2020 and

such relaxation may not be extended for return filing and payments thereon and it may be relaxed only
for general compliances.

6.1. It was informed that in exercise of the power conferred under the proweissection 168A,
notification No. 35/2020+Central Tax, dated 03.04.2020 was issued which specified the actions and
compliances for which the due dates were falling during the period from the 20th Mayobf, 2020

to the 29th day of June, 2020 would get extended to 30th June, 2020; and also spedéetiothe
which would be outside the purview of the said extended date for compliance purpoagsdtmted

that due to the existing Covid-19 situation, various areas of diffS&xtes had been kept under
lockdown, thereby restricting movement and placing restrictions on trade and indlustag also
reported that Central / State tax offices were closed or were functiwiimgkeletal staff. This had led

to hardships to taxpayers in respect of filing of refund applications, filing of appeals etdtudtiers

was expected to continue in certain districts even till mid-July, 2020. éogty, it was felt that further
relaxation was required to be given for the compliances pertaining to the Covid-19 lock down period.

6.2.  Accordingly, it was proposed that the due dates for actions and compliances during the Covid-
19 period, other than compliances which were specifically excluded by notifi&gia020 +Central

Tax, dated 03.04.2020, which were falling during the period from the 20th day of March, 2020 to the
30th day of August, 2020 be extended t8 Bdigust. The same may be carried out through a notification
under section 168A. Chief Commissioner, State tax, Gujarat concurred in the propasateshthat
whether certain procedures can be implemented differently (separate tinsg dlo@tto uncertainty
prevailing, few places are still under lockdown/with restrictions has to be caetsidéns can be further
deliberated in the Law Committee.

6.3. The Law Committee in its meeting held on 25.06.2020 had recommended that actions and
compliances during the Covid-19 period, other than compliances which were spgafichlided by
notification 35/2020+Central Tax, dated 03.04.2020, falling during the period from the 20th day of
March, 2020 to the 30th day of August, 2020 be extended to 31st day of August, 2020. It had also
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recommended similar extension for notification No. 46/2020-Central Tax, daG&d2®0, also issued
under section 168A of the CGST Act.

6.4. The proposal was placed before the GST Implementation Committee for apphevalr
approved the proposal. Accordingly, notification No. 55/2@Zbentral Tax dated #7June 2020 was
issued.

Agenda - Proposal to waive the requirement of 3 days deemed approval for registration during
the Covid period

7. It was mentioned in the agenda note that Sub-section (10) of section 25 ehtred Goods

and Services Tax Act, 2017 provides for prescribing time period within whyctnagion is required
to be granted. Accordingly, rule 9 of the Central Goods and Services Tax Ruleqraoitiés for

deemed approval after a period of three working days, if the proper officetdfailke any action on
the application of registration within the said period of three working days.

7.1. Strong apprehensions had been raised on possible mis-use of the deeming provisioreduring th
lock down period, where either the central / state tax offices weredctwswere functioning with
skeletal staff. Since the lockdown applied across all establishments includggghilonging to the
*RYHUQPHQW &HQWUDO DQG 6WDWH GXULQJ WKHNBRFMGRZQ St
was requested to ensure that the deemed approval was not granted on the pattoviitom 25

March, 2020. This has resulted in piling up of registration applications, which as on 24.062020
reached a figure of 1,14,000. The decision to suspend deemed registration process was purel
administrative based on interpretation as above. Though, in view of the spread ofipaDd¥ID-

19 across many countries of the world including India, the Government in exarpmsers conferred

under section 168A of the CGST Act, has issued notification No. 35/2020-Cenixaldated
03.04.2020 thereby extending time limit for completion or compliance of any aagi@my authority

or by any person, has been specified in, or prescribed or notified under the said Act, which figls duri
the period from the 20March, 2020 to 29June, 2020, and where completion or compliance of such
action had not been made within such time, to tHeJ3Me, 2020. However, such extension was not
applicable for compliances relating to provisions of section 25 of theTC&% and rules made
thereunder. In effect, it meant that the provision for deemed approval of registrationesintinu

7.2.  Theissue had been deliberated informally in the past in the Law Commitedscamternally.

If the deemed approval process was reinitiated suddenly, over 1,00,000 registratiotisg@toul
approved on deemed basis. It was felt that it needed to be ensured that the said peasisstyced
at the earliest before the deemed approval process was reinitiated. Accortiwgly,proposed that
the pending applications be disposed of as a special drive for which necessamnistaative
instructions may be issued to all proper officers to liquidate the pending applicatibh®By2020 and
the deemed approval of registration may be resumed from 13.07.2020

7.3. Further it was also needed to be deliberated whether any enabling provision ndmsled to
provided in the GST Rules for waiver of 3 days deemed approval for registpaovision during
25.03.2020 to 12.07.2020. One of the following options could be considered:

i.  Special Drive to liquidate pendency would suffice
ii. Notification under section 168A of the CGST Act. or
ii.  Amendment in Rule 9 of the CGST Rules, with effect frofi Bfarch, 2020 (also suggested
by CCT, Tamil Nadu).
7.4. The issue was deliberated by the Law Committee in its meeting hels.@h2D20. Law
Committee had recommended to tackle the issue through special drive admiaigtralihe
recommendations of the Committee as under were put up for approval:
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i.  All applications pending as on 30.06.2020 to be disposed-off by 15.07.2020 (else deemed
approved on 16.07.2020) and those received thereafter and pending as on 28.07.2020 shall
be deemed approved on 31.07.2020.
ii.  From 01.08.2020 the process of deemed approval shall be resumed.
iii. GSTN to forward the list of such taxpayers who have got deemed approval during the
lockdown to the jurisdictional officers.

7.5.  The proposal was placed before the GST Implementation Committee for apphevélC
approved the proposal. Accordingly, a letter to Principal Chief Commissiohesfs/C
Commissioners/Principal Commissioners/ Commissioners of Central Tax Bi#€-20/06/11/2020-
GST dated 17 July 2020 was issued by GST Policy Wing.

Decision by Circulation +29" June 2020

8. The proposal before the GIC was regarding conditional waiver of |latéofabg period from
July, 2017 to July, 2020.

8.1. It was mentioned in the agenda note that an e-mail communication wasddoaiv GSTN

RQ ZKHUHLQ LW KDV EHHQ LQIRUPHG WKRW WKARH G H Q GVIH
GST Common portal maintained by GSTN, and it can-not be different for difteseperiods. It was

further informed that a change in the system architecture would involve a cyal@mium 2-3 months

as GSTR 3B ledgers would need change.

8.2.  This had implications on the recommendations of the GST Council if"itdeing held on
12.06.2020 which were based on Agenda Note Nos. 3 (iv) & 3(vi) placed befdCetmcil Inter-alia,

a scheme for a conditional waiver of late fees for small taxpayers (&spaith aggregate turnover

up to Rs. 5 crore) for the tax period May, 2020, June, 2020 and July, 2020 and a scheme fa& one-tim
amnesty for all taxpayers by lowering/waiving of late fees for non-fungstf FORM GSTR-3B

from July, 2017 to January, 2020 was approved by the Council. As reported by GSphesta
system architecture did not allow different ceilings of late fee for diffeagrpériods simultaneously.

Due to the said system related constraint, the decision of reducing theelaferf July, 2017 to Jan,

2020 was found un-implementable under the present system architecture.

8.3. The scheme for conditional waiver in late fees envisages that due datasghing of returns
would not be extended but the benefit of a conditional waiver of late feesepatiided to taxpayers

if the returns are furnished by the specified dates. For example, ifttirasréor March, 2020 by
taxpayers having aggregate turnover > Rs. 5 crores in the preceding FY were niitit 24e06.2020,
late fee would be levied from 2Rpril, 2020 onwards. In order to have a single ceiling of late fee for
being implemented on the portal, it would require change in the scheme for conditioreal afdate

fee notified vide No. 52/2020-CT, dated 24.06.2020. The same may be done by putting datap on
fee for the tax period February, 2020 to July, 2020, on par with that being providetufosifor the
period July 2017 to January 2020, provided the same was filedfyeglember, 2020. However, this
would extend the benefit of reduced late fees to all taxpayers for the months of Fet®aario July,
2020. The scheme for one-time amnesty by lowering/waiving of late fees foumishing ofFORM
GSTR-3B from July, 2017 to January, 2020 provided the same are furnished betwetay @f July,
2020 to 3¢ day of September, 2020, remains unchanged.

8.4. The proposal was placed before the GST Implementation Committee for appheva
approved the proposal. Accordingly, Notification No. 57/2@Zentral Tax dated 3Qlune 2020 was
issued.
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Decision by Circulation + 7" July 2020

9. The proposal before the GIC was regarding extension of due date for furniSfRtM)GSTR-
4 for F.Y. 2019-20.

9.1. It was mentioned in the agenda note that an e-mail dated 07.07.2020 from EVEeggervi
GSTN was received which said that development of software application romtuiie completed in
time and accordingly it was requested to extend the due date forFRM GSTR-4 for FY 2019-

20 from 18" July, 2020 ta81% August, 2020.

9.2. A special procedure under section 148 of the CGST Act was made for those whrsbasl
opted for paying tax under section 10 or opted to avail benefit under notification No. 02/2018} Centr
tax (Rate) dated 07.03.2019. In terms of notification No. 21/2@éntral Tax, dated Z3April, 2019

it was notified that such persons shall furnish a return for every fing®einbr,asthe case may be,
part thereofn FORM GSTR-4, on or before the 30day of April following the end of such financial
year. They would alsbe requiredto furnish a statement, containing the details of payment of self-
assessed tann FORM GST CMP-08. The new format foFORM GSTR-4 was notified vide
notification No. 31/2019 datezB" June, 2019.

9.3.  Notification no. 34/2020 Central Tax date€i Bpril, 2020, relief providedo such persons and
the due date for filinfORM GSTR- 4for the year 2019-20 was extended till"1%ly, 2020.

9.4. Since th&ORM GSTR-4 was still not available on portasinformed by the GSTN, and also
grievance was being received on social media, it was proposed that the due date for furnishing the said
return for the FY 2019-20 be extended t& Bdigust, 2020 as requested by GSTN.

9.5. The proposal was placed before the GST Implementation Committee for apphevalr
approved the proposal. To the observation of Chief Commissioner, State Tax, Gujarathasher
GSTN can confirm that it was prepared to upload the necessary changegiwellfor the above date
to be practical for the reason that unnecessary change in the date frequently duextecntion of
decision is avoidable, GSTN responded by stating that they were in last phase of testingldriz
there in production shortly, may be in the coming week. GSTN have furthat gtatehe expected
date of deployment for these changes Juilly 2020. Accordingly, notification No. 59/202@Central
Tax dated 1'8 July 2020 was issued.

Decision by Circulation +22 July 2020

10. The proposal before the GIC was regarding revised e-invoice schE@RM GST INV-01.

10.1. It was mentioned in the agenda note that the e-invoice sch&@ikM GST INV-01 was
notified vide notification No. 02/2020-Central Tax, dated 01.01.2020. Further, in termsrofes(4h)

of rule 48 of the Central Goods and Services Tax Rules, 2017 (CGST Rshestin notification No.
13/2020-Central Tax, dated 21.03.2020 was issued to notify the class of registeredrpgrsmtsto
issue e-invoice. In the said notification, registered person other than those referrmabtoules (2),
(3), (4) and (4A) of rule 54 of the CGST Rules, whose aggregate turnovenanaifil year exceeds
one hundred crore rupees, were notified as a class of registered person who shall preparanidvoi
other prescribed documents, in terms of sub-rule (4) of rule 48 in respeppbf stigoods or services
or both to a registered person. The date for implementation of e-inveiamgotified as 01.10.2020.

10.2. Thereafter, due to certain anomalies observed, GSTN and NIC undertook a revik®n of
schema. An email dated 14.07.2020 was received from GSTN regarding finalisatierrefised e-
invoice schema based on discussion with NIC. The changes in the revised sdarendeliberated by
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the Law Committee in its meeting held on 20.07.2020. In the revised schema, following chereges
recommended by the Law Committee:

i. ,Q QRWHV RI URZ $ 3 QFOXGLQJ *67° QHHG WR EH UHP
il. In whole document (mainly sed® Q WKH UHIHUHQFH WR p%X\HUY QHF
recipient;

iii. HEXSSOLHU FODLPLQIUUMIXIQEBHGT KRHVWGREPHG H[SRUW VX
change in notes;
iv.  Export duty need to be captured hence a new row 10.6 got added.

10.3. GSTN had submitted the finalised e-invoice schema&@RM GST INV-01 after
incorporating all the changes recommended by the law Committee. It was alson@&eded to start
the system of e-invoice, initially, for notified persons whose aggregatever in a financial year
exceeds five hundred crore rupees.

10.4. Accordingly, the recommendation of Law Committee to notify the revisetb&é schema in
FORM GST INV-01 and to have the same applicable for notified persons whose aggregate turnover
in a financial year exceeds five hundred crore rupees were placed befor€ tloe &lproval. The GIC

had approved the proposal. The State of Gujarat had stated to clarify that gerdratinvoicing was

not required for SEZ to DTA supply of goods where turnover of an SEZ unit exBee800 crores.

The State of Haryana proposed that the threshold should be reduced from RedtddRs 100 crores

once the system stabilized. Accordingly, Notification No. 60/2&2&ntral Tax dated 30uly 2020

was issued.

Decision by Circulation +239 July 2020

11. The proposal before the GIC was regarding consent based sharing of taxpayer &mthover
export data with MSME Ministry.

11.1. Itwas mentioned in the agenda note that a proposal by Department of Reventeesfariwy

between GSTN and the Ministry of MSME had been received. This sharing of aatequired in

view of the decision of Ministry of MSME that classification of micro, smadl aredium enterprises

should be done on the basis of the composite criteria of investment and turnover. Pofg) biiothe
QRWLILFDWLRQ GDWHG WK -XQH LVVXHG E\ 060( SURXLGHV
exports turnover for an enterprise shall be linked to the Income Tax Act or thel@eovds and
ServLFHV $FW &*67 $FW DQG WKH *67,1" QQ KDIGL 8 WRHIIDWHSG ML @/ IH\WP\A
data sharing arrangement that Ministry of MSME would be uploading PAN detailél t6xmat,

daily on secured FTP (sFTP) server of GSTN and GSTN will update thissiamtl in maximum 2

days with the details of export related data and other details of GSTINs. Mpisrégy system was

proposed till an API based data sharing system was developed by GSTN.

11.2. The issue was deliberated by the Law Committee in its meeting held or2@200and the

Law Committee approved that wherever prior consent of the taxpayer/registtémigmobtained, data

may be shared. MSME had assured that prior consent of the registrants regarding use of GST data was
being obtained. The Law Committee had requested Development Commissioner (MSME), Ministry of
MSME to share the format in which the consent of the registrant was being obtained, and h@agreed t
provide the same

11.3. InWKLV UHJDUG LW PD\ EH QRWHG WKDW V HlFpartidrigrs RI WK
contained in any statement made, return furnished or accounts or documents produced in accordance
with this Act, or in any record of evidence given in the course of any proceedings under this Act (other
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than proceedings before a criminal court), or in any record of any proceedings under this IAct sha
save as provided in sub-section (3), not be discldsed.) X UWKHU F O ButeV3-bf ride 188 V X E
mandatesth/ EDU RQ GLVFORYV X dy paricDlario @riRofficdd & $1@ GaeRmnient as
may be necessary for the purposes of any other law for the time being in force;

11.4. Since the Ministry of MSME had requested that details should be provided yutgemlp
issue Udyam (MSME) certificate to MSME units, the issue was placed before theiGlEcfsion.
The GIC approved the proposal. State of Haryana while agreeing wittofhespl stated that Ministry
of MSME may be requested to share the format in which consent of the tax payer adhsosts
obtained by them which was shared by email.

Decision by Circulation +4" August 2020

12. The proposal before the GIC was regarding rei<@BRM GSTR-2A and introduction of
static statemerSTR-2B.

12.1. Itwas mentioned in the agenda note that various enhancements in the &8Tveystbeing
XQGHUWDNHQ E\ *671 WR HQKDQFH WKH WD[SD\HUWVDIMBY UK FF
decision of the GST Council to continue with the current system of return filings and meddlugig
improvements from time to time. As a part of one such enhancement in respeztpobdbss of

furnishing returns and availing of input tax credit, certain amendments in theidyf@RM GSTR-

2A (containing details of ITC available to the taxpayer based on all STiRed by his suppliers)

were proposed. It had also been proposed to introduce # Q&M GSTR-2B, which would be a

static statement indicating the ITC available and ITC unavailable to the taxpayephabed~-ORM

GSTR-1s filed by his suppliers during a defined period. These changes were proposed by GSTN, and

the same were approved by Law Committee in its meeting held on 22.07.2020 and 29.07.2020.

12.2. FORM GSTR-2A is a notified form under rule 60(1) of the CGST Rules, 2017. Accordingly,

it was proposed to amend the said rules by substituting the rev@RM GSTR-2A. As per the
recommendations of the Law CommittE@RM GSTR-2B may not require naotification at this stage

as it was only an information statement which was not required to be stgtatteitl upon. The same
may be notified only at the next stage of integration of returns when data would flow from GSTR-2B
to GSTR-3B. However, at this stage press release or instruction may benssied the taxpayer
aware about the functionality GSTR-2B and its advantages to taxpayers.

12.3. Accordingly, the proposal was placed before the GIC. The State bB@fegal commented
that illustration in instruction 3 t&STR-2B may be split to include the details relating38TR-6
filed by ISD and further requested to expand the instruction 9 so as to clarigrhéSD credit &
debit note along the same lines as instruction 8G&TR-6. The State of Tamil Nadu
commented/suggested that with respecG®TR-2A, NIL filing of GSTR-3B may be indicated,
guarterly filing of GSTR-1 may be captured & auto populated, separate colour co®&SBR-5 may
be indicated and port name may be captured in PART D (it may be noted that poid atréady
captured in PART D). With respect®@STR-2B, Tamil Nadu commented that date of generation was
not mentioned, it was not clear whether ITC reflected is based on filisgvong of GSTR-1, it was
not clear as to how the period of generatiolG&TR-2B is considered for quarterly filer @STR-
1, it had been mentioned that supplies leviable to Reverse Charge in circumstances$ydf@upp
unregistered person to registered person, government department to registevad negistered
person to another registered person does not seem to have been ca@®ER-PB. The members
of the GIC had approved the proposal. Accordingly, Press Release dated 29.08.Z020R«2B
for month of July 2020 was issued. The notification notifying chang8SirR-2A is yet to be issued.
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Decision by Circulation +7" August 2020

13. The proposal before the GIC was regarding modalities of Aadhaar based i@rifarahewly
registered taxpayers.

13.1. In the agenda note reference was drawn to Notification Nos. 16 to 1%@2e2@ral Tax, all
dated 23.03.2020 which were issued in order to implement the recommendations of tGeuasil

in its 39" meeting held on 14.03.2020 regarding operationalization of Aadhaar authentication for new
taxpayers. All the relevant provisions related to Aadhaar authentication were maat@ogkfrom
01.04.2020. Reference was invited to the decision of the Law Committee in its meedimm Hel
May, 2020 wherein, the policy decision regarding the implementation of Aadladsipns was re-
deliberated. It was recommended by the Law Committee that the procedure regaadimgarA
authentication may be revised in view of certain issues that were likelg¢ougon implementation of
Aadhaar based authentication as per the original scheme; and to casujtabie amendment to the
CGST Rules/notifications so that the related provisions come inta &tieca date to be notified (from
the present date of 01.04.2020).

13.2. The procedure was finalised and as recommended by the Law Committee, thalsyibtieen
modified such that if the taxpayer did not opt for the Aadhaar autheatigaticess, or failed Aadhaar
authentication procedure, the concerned jurisdictional officer has to initiate phwesiGahtion of the
premises before granting registration. The Officer shall also have mearafphysical verification,

in lieu of the physical verification of the premises, by way of asking fatiaddl documents. In order
to decide upon the registration application in such cases by carrying outrsisatal verificationpr
non-physical verification in lieu of the physical verificatitime officer shall be granted a specified time
period. In instances where the specified period has lapsed, but the registraticatiapghas neither
been accepted, nor a notice for rejection has been issued, it is proposed dpglitia¢gion shall be
deemed to be approved. Currently, the specified period was proposed to be kept at 21 dayshand ma
amended later, as notified from time to time.

13.3. The revised manner and timelines of implementation of the revised procedubeemad
communicated by GSTN, and it had been informed that the functionality was ready to be implemented
in the system from the Tugust, 2020. It had also been communicated that for the initial phase, based
on existing functionality deemed registration would be granted after 3 wawrks weekly basiso
those applicants which have not submitted Aadhaar and have also not been issued)aimg $&fdh
wasproposed to be run every week onceay Sunday night. This was because everyday processing
would make IT system complex and therefore this solution is suggested as annmasgore. This
would remain a process till the new and amended functionality is implemented. The amended
functionality, when developed, would ensure the strict implementation of the 21-dayedleem
registration. Accordingly, the following were proposed:
a. The relevant provisions of the earlier notification for amendment in th8TCRules,
bringing into force the Aadhaar authentication provisions from 01.04.2020, may be
rescinded with effect from 01.04.2020;

b. The CGST Rules may be amended to incorporate the revised procedure and shall be made
applicable from 15.08.2020.

13.4. The revised draft rules were deliberated by the Law Committes imeeting held on
29.07.2020 and recommended the same. In order to implement the above recommendations, a
Notification under Section 164 for amendments to the CGST Rules, 2017 was required to be issued.
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13.5. The proposal was placed before the GST Implementation Committee for apphnev&ilC
approved the proposal. Accordingly, Notification No. 62/2@2éntral Tax dated 20.08.2020 was
issued.

Decision by Circulation +30" August 2020

14. The proposals before the GIC were extension of due date for furnishing FORM G8TR-4
F.Y. 2019-20 and extension of due dates for compliances and actions in respect of Kagfprgf
measures under GST in wake of the Covid-19 pandemic

Agenda - Extension of due date for furnishing FORM GSTR-4 for F.Y. 2019-20

14.1. It was mentioned in the agenda note that rétuR®ORM GSTR-4 was required be filed by
the Composition dealers on annual basis for 20194160 a special procedure under section 148 of
the CGST Act was made for those persons who had opted for payingdiexxsection 10r optedto
avail benefit under notification No. 02/2019- Central tax (Rate) dated 07.03.201%erms of
notification No. 21/2019+Central Tax, dated 23April, 2019it was notified that such persons shall
furnish a return for every financial year agthe case may be, part theréaofFORM GSTR-4, on or
before the 30 day of April following the end of such financial year.

14.2. A new format foFORM GSTR-4 was notified vide notification no. 31/2019 dag&f June,
2019 Vide notification no. 34/2020 Central Tax date®i Bpril, 2020, relief was provided to such
persons and the due date for filing FORM GSTR- 4 for the year 2019-20 was extdriistidilly,
2020 which was further extended to**3qugust 2020 vide Notification No. 59/2020-Central tax dated
13" July 2020.

14.3. Itis noted that till end of day®28ugust 2020 only 2,55,529 GSTR-4 have been filed as against
14,39,198 quarterly GSTR-4 for March 2019. Representations have been receivesl faGlity for
annual GSTR-4 was made available on the common portal only onstldel22020 and that in view

of prevalent conditions due to COVID-19 pandemic, more time should be provided for filing GSTR-4.

14.4. GSTN had informed that the filing calendar for September 2020 wasufjuited accordingly,

it was proposed that the due date for furnishing the retuf®RM GSTR-4 for the FY 2019-20 be
extended to 31October, 2020.

14.5. The proposal was placed before the GST Implementation Committee for apphnevailC
approved the proposal. Accordingly, Notification No. 64/2@2éntral Tax dated 31.08.2020 was
issued.

Agenda - Extension of due dates for compliances and actions in respect of Anti-pte@ring
measures under GST in wake of the Covid-19 pandemic

15. In the agenda note reference was invitedotification No. 35/2020+ Central Tax dated
03.04.2020as amended by notification No. 55/2028Central Tax dated 27.06.202@e which any
time limit for completionor complianceof any action, by any authority or by any person, under the
GST Act, which falls during the period from the'2@ay of March, 202@0 the 30" day of August,
2020 has been extended topghe 3% day of August, 2020. The extension of compliarasdetailed
aboveis applicablgo section 17bf the CGST Act also (Anti-profiteering provisions).

15.1. The provisions relatéd Anti-profiteering measures are containedection 171 of the CGST

Act read with rules 12 137 of the CGST Rules. Sub-rule (6) of rule 129 deals with the tirsedine
initiation and conduct of proceedings and specifiesitivasstigation shall be completed within a period

of six months from the receipf reference, which may be extended by a period of three months. Request
has been received from NAPA that doghe Covidi19induced lockdown, a further extension of three
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months for all complianceas respecof Anti-Profiteering provisions may be granteolasto pass the
orders following due process of law.

15.2. It was proposed that the change would be implemented by amending notification No. 35/2020
+Central Tax dated 03.04.2020 by way of insertion of a prdwispecify thatihere, any time limit

for completionor complianceof any action, by any authority or by any person, has been specified in,
or prescribed or notified under section 171 of the said Act, which falls durngettiod from the 20

day of March, 2020to the 29th dayf November, 2020, and where completimrcomplianceof such

action has not been made within such time, then, the time lintibfopletionor compliance of such
action, shall be extended upto the 30th dajovember,

15.3. The proposal was placed before the GST Implementation Committee for approval. The GIC
approved the proposal. Accordingly, Notification No. 65/2@2éntral Tax dated 01.09.2020 was
issued.
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Agenda Iltem 4: Timelines in respect of TRAN-1/TRAN-2 declarations based on the disssions
of 13th meeting of IT Grievance Redressal Committee held on 01.09.2020

The thirteenth meeting of the IT Grievance Redressal Committee (IT@REheld on (1
September 2020 through Video Conference to resolve grievance of the taxpayersatisingchnical
issues. One of the Agenda point before the Committee was as follow:

Agenda-2 of ITGRC: Discussion and decision on timelines in respect of TRAN-1TRAN-2
declarations:

2. It was observed and discussed by the Committee that Rule 117(1A) of CGSTZl7 had

been amended vide Notification No. 02/2020-CT dated 01.01.2020 extending the due date for
submitting the declaration electronically in Form GST TRAN-1 upto 31.03.202@spect of
taxpayers who could not submit the said declaration by the due date on account of technical
difficulties on the common portal and in respect of whom the Council has made a recommendation
for such extension. Similarly, due date of filing TRAN-2 had been extended upto 30.0h 20@6e

cases.

3. The ITGRC has taken note that in view of the spread of pandemic COVHEM §) terms of
CBIC Notification No. 35/202@CT dated 03.04.2020 read with Notification N0.55/2020-CT dated 27-
06-2020, the due date under the above said Rule 117(1A) stands extended to 31-08-20&iaghccor
the due date of submission of declaration electronically in Form GST TRAN-1 in respeqiafdrs,
who could not submit the said declaration by the due date on account of techniaaltidgfian the
common portal, has been over on 31.08.2020 as per the present provisions of Rule 117(1%) of CG
Rules 2017. Therefore, submission of declaration electronically in Form GST -TRANMespect of
cases recommended by ITGRC in its meeting held on 1.9.2020, i.e. after doé¢ slatenission of
31.08.2020, is not permissible as per the present provisions of Rule 117(1A) of RIEST2017.
Further, as due date for submitting the declaration electronically in G&mMTRAN-1 under present
provisions of Rule 117(1A) is already over on 31.08.2020, it appears that ITGRG tnap for

any fresh case for discussion and recommendation unless the Rule is amended.

4, The ITGRC discussed the issue in detail and agreed upon that (i) théwdoban end date for
processing of TRAN-1 cases by GSTN and ITGRC as it is almost 3fyearshe due date of 27-12-
2017; and (ii) legal backing may be required for enabling opening up of theipodspect of the cases
approved by GST Council on the recommendation of ITGRC in this meeting, i.e. beyond 31-08-2020.

Recommendations of ITGRC for Agenda-2:

5. The ITGRC requested that the following may be referred to Law Coseniidt appropriate
recommendation:

(i) As the declaration in Form GST TRAN-1 cannot be filed electronicalbases (including Court
cases), recommended by ITGRC for allowing filing and approved by GST Codfieil,
31.08.2020, i.e. after due date under the present provisions of Rule 117(1A) of CGSA0RGles
whether any amendment in Rule is required for enabling filing of FORM TRA&MCctronically
in such cases; and

(ii) If so, the manner in which the relevant rule needs to be amended.
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The ITGRC requested the Law Committee to deliberate on the above issues diettened
bring its recommendations before thé“4feeting of the GST Council.

6. Accordingly, an agenda was placed before the Law Committee (as Annexure-1 to this Agenda
note) for deliberation on the above issue referred by ITGRC. It was proposed to ti@otramittee

that as the declaration in Form GST TRAN-1 cannot be filed electronisaihses (including Court
cases), recommended by ITGRC for allowing filing and approved by GST Caafteil 31.08.2020,

i.e. after due date under the present provisions of Rule 117(1A) of CGST Rules 20Mithea
Notification No. 55/2020-CT dated 27.06.2020, whether any amendment in Rule is required for
enabling filing of FORM TRAN-1 electronically in such cases and if so, the mamnehich the
relevant rule needs to be amended to put a finality to process of filing TRAN-1/ TRAN-2.

7. The issue was deliberated by Law Committee in its meeting held on 09-09v&t@jn it

was decided that the timeline under Rule 117(1A) should not be extended, as any egfetiision

limit under Rule 117(1A) may adversely affect the stand taken by the GovennnieaSpecial Leave

petition 7425-7428/2020 filed by the Reverinethe case of Brand Equity Treaties Limited in the
+RQTEOH 6XSUHPH &RXUW +RQYEOH 'HOKL +LJK VEATXNOW YLGH
11040/2018, 196/2019, 8496/2019, 13203/2019 in case of Brand Equity Treaties Limited Vs Union of

India had inter alia held that Cenvat Credit/ input tax credit are vegtes, that the time limit provided

in Rule 117 of CGST Rule is directory in nature and that the cut-off providist Rule 117(1A) is
DUELWUDU\ +RQTEOH +LJK &RXUW KDG DOVRJIJKWOGQWKWWRQYHEAE
would be three years from the appointed date under Limitation Act. In theél&iLBy the Government
DJDLQVW WKH VDLG RUGHU RI +RQYEOH '"HOKL +WM 28FHJUNG DWKH
19-06-2020 has stayed the operatioWédK H VDLG RUGHU GDWHG Rl +RQYEC

8. It is mentioned that in its ¥3TGRC meeting held on 01.09.2020, ITGRC had recommended

26 cases (including court cases) for allowing filing of TRAN-1/ TRAN-2. H@xeas discussed above,

the declaration in FORM TRAN-1/ TRAN-2 cannot be submitted electronicalpodal in respect of

these recommended cases, since the due date of submission of the declaration elgatrdraN

GST TRAN #1 in respect of taxpayers who had faced technical glitches and in respect oCatoail

has made recommendations, has expired on 31.08.2020 as per the present provisions of Rjle 117(1A
of CGST Rules. Besides, GSTN has also informed vide their email dated 21.09.2020 that they have 20
pending cases (including court cases) which have been analyzed by them and dve genhtidered

by ITGRC.

9. Thus, the matter is placed before the Council for recommendation on appropuise of
action.
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Annexure-1

Sub: Draft Agenda for the Law Committee meeting scheduled on 09-09-2020 based on the
Minutes of 13" Meeting of IT-Grievance Redressal Committee (IT-GRC) held on G1September
2020 through Video Conference.

The thirteenth meeting of the IT Grievance Redressal Committee (IY@REheld on (-1
September 2020 through Video Conference to resolve grievance of the taxpayersatrisingchnical
issues. One of the Agenda points before the Committee is as follows:

Agenda-2 of ITGRC: Discussion and decision on timelines in respect of TRAN-1/TRAR-
declarations:

2. It was observed and discussed by the Committee that Rule 117(1A) of CGSTZR7 had

been amended vide Notification No. 02/2020-CT dated 01.01.2020 extending the due date for
submitting the declaration electronically in Form GST TRAN-1 upto 31.03.2020 in te$pexpayers

who could not submit the said declaration by the due date on account of technicaltidgfion the
common portal and in respect of whom the Council has made a recommendasioahf@xtension.
Similarly, due date of filing TRAN-2 had been extended upto 30.04.2020 in those TasdTGRC

has taken note that in view of the spread of pandemic COVID-19, and in terms@fNoBfication

No. 35/202C€CT dated 03.04.2020 read with Notification N0.55/2020-CT dated 27-06-2020, the due
date under the above said Rule 117(1A) stands extended to 31-08-2020. Accordingly,déite dfie
submission of declaration electronically in Form GST TRAN-1 in respeexphyers, who could not
submit the said declaration by the due date on account of technical difficulties contimon portal,

has been over on 31.08.2020 as per the present provisions of Rule 117(1A) of CGST Rules 2017.
Therefore, submission of declaration electronically in Form GST TRAN-le@pect of cases
recommended by ITGRC in the meeting on 1.9.2020, i.e. after due date of submission of 31.08.2020,
is not permissible as per the present provisions of Rule 117(1A) of ®3E§ 2017. Further, as due

date for submitting the declaration electronically in Form GST TRAN-1 un@sept provisions of

Rule 117(1A) is already over on 31.08.2020, it appears that ITGRC cannot take up fl@shroase

unless the Rule is amended.

3. The ITGRC discussed the issue in detail and agreed upon that (i) theséobaan end date for
processing of TRAN-1 cases by GSTN and ITGRC as it is almost 3fyearshe due date of 27-12-
2017; and (ii) legal backing may be required for enabling opening up of theipoespect of the cases
approved by GST Council on the recommendation of ITGRC in this meeting, i.e. beyond 31-08-2020.

Recommendations for Agend&2:

4, The ITGRC requested that the following may be referred to Law Copenfidt appropriate
recommendation:

(i) As the declaration in Form GST TRAN-1 cannot be filed electronicalbages (including Court
cases), recommended by ITGRC for allowing filing and approved by GST Caaftmil31.08.2020,
i.e. after due date under the present provisions of Rule 117(1A) of CGSY Rilé, whether any
amendment in Rule is required for enabling filing of FORM TRAN-1 electronically in ss&s;cand

(ii) If so, the manner in which the relevant rule needs to be amended.

ITGRC also requested that Law Committee may also be asked to deliberate on thesaalssvatithe
earliest and bring its recommendations before tiémaeting of the GST Council scheduled on 19-
09-2020.
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Agenda ltem 6: Issues recommended by the Law Committee for the consideration of th&&G
Council

Agenda ltem 6(i): Extension of the GSTR-1/3B system of return filing ahchange in due date for
quarterly taxpayers upon introduction of the new GSTR-2B functionality

Reference is invited to subkX O H Rl UXOH IKeré Khev tvhb WikitVioltW KD W 3
furnishing of details iIFORM GSTR-lunder section 37 and FORM GSTR-2under section
38 has been extended and the circumstances so warrant, the Commissioner may, bipmotificat
specify the manner and conditions subject to which the return shall be furnish@iRiM GSTR-3B
electronically through the common portal, either directly or through a Facilitation Centifealdby
the Commissioner:

Provided that where a return IRORM GSTR-3Bis required to be furnished by a person
referred to in sub-rule (1) then such person shall not be required to furmigkttirn inFORM GSTR-
3.7

2. Accordingly,FORM GSTR-3B has been prescribed for various tax periods from time to time.
In this context, reference is invited to notification No. 29/2020- Central Taxl tla¢ 23 March, 2020
wherein FORM GSTR-3B was prescribed for the months from April, 2020 to September, 2020.
Similarly, vide notification No. 27 and 28/ 2020- Central Tax, both dated tRévi28ch, 2020, due
date for furnishing of the details of outward supplies under sub-sectiorf §Ection 37 FORM
GSTR-1) was extended as under:

i for a specified class of registered perstasjng aggregate turnover ap to 1.5 crore rupees
in the preceding financial year or the current financial ydar,the quarters in April, 2020 to
September, 2020 by the last day of the month succeeding such quarter; and
il for a specified class of registered persdvasjing aggregate turnover afiore than 1.5 crore
rupeesin the preceding financial year or the current financial ydar the months from April,
2020 to September, 2020 the eleventh day of the month succeeding such month.
3. Based on the Councils decision of continuing with the present GSTR-1/3B system with
incremental improvements, the return under section 39 of the CGSTFARM GSTR-3B) is
required to be prescribed for the period October, 2020 onwards. Based on the status of implementation
of the said proposal of REAP (Return Enhancement and Advancement project), the gysstnmgof
return filing of FORM GSTR-3B / GSTR-1may be continued, at leaBom October, 2020 till March,
2021

4, Moreover, a new functionality FORM GSTR-2B has been deployed by GSTN wherein the
auto-calculated details of input tax credit on the basiBQRM GSTR-1s filed by all suppliers of a
registered person is being made available to the taxpayer on a monthly basisdtof 13" day of a
month. In case, the present system of filing return on monthly baB®RM GSTR-3B and monthly

/ quarterly furnishing of details of outward supplie$-lDRM GSTR-1 is required to be notified, it is
proposed that the due date for furnishingfRlllRM GSTR-1 for registered personlsaving aggregate
turnover ofup to 1.5 crore rupees the preceding financial year or the current financial yshall
now be made t@3" of the month, instead of the earlier date of last day of the month succeeding the
end of the quarter

5. The matter was discussed in the Law Committee in its meeting on 23.09.2020, and it was
decided that the present system of return filing in GSTR-1/GSTR3B may bauszhfor a further

period of six monthsi.e. till March, 2021.Further, it was also decided that due date for quarterly
furnishing of GSTR-1 be amended from thé" 8@y to 1% day of the month succeeding the quarter,
while for monthly GSTR-1 filers the ¥iday of the month succeeding the month shall continue.
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6. Since in terms of the decision of the Council in it4 8%eting held in March 2020 the
enhanced GSTR-1 and GSTR-3B system is to continue, a decision needs to be takectiofrédsp
alignment of legal provisions under the GST Act with the system of fumgigh returns under GST.

This is due to the fact that the present legal framework for return filing systemsed on GSTR 1/2/3
design, and provisions had also been enacted with the GST new return design iHawiexer, the
current GST compliance is based on GSTR-1 and GSTR-3B filing. Accordingly, fedtishat
amendments in Chapter IX, primarily in section 37-39 and 41-43A would be required since it has been
decided to permanently replace the GSTR-1/2/3 return filing system withrekently operational
GSTR-1/3B system.

7. Based on the above, the following issues are placed before the GST Councibéyatiehs
and decision:

i. Extension of the present GSTR-1/3B return filing system till March, 2021;

ii. Changing the due date for furnishing GSTR-1 by quarterly taxpayers "ilbflhe month
succeeding the quarter;

iii. In principle decision to make legal changes to replace GSTR-1/2/3 related prowisiotie
present GSTR-1/3B return filing system.

iv. The Law Committee may be empowered to deliberate upon the amendments required in the
GST Acts and Rules accordingly.

8. The agenda note is placed before the GST Council for deliberation and approval. Relevant
notifications and amendment in CGST Act and Rules would be drafted by the Law (@=emimi
consultation with the Union Ministry of Law and Justice.
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Agenda Item 6(ii): Issues related to Annual Return for Financial Year 20120

In terms of the decision taken in the"3@ST Council in its meeting held on®2&eptember,
2019 to simplify the Annual Return / Reconciliation Statement Forids,Notification No. 56/201%
Central Tax dated 4November, 2019, the Annual retuf@®®RM GSTR 9 & 9C were simplified for
the Financial years 2017-18 & 2018-19 under GST by making few entries/Tables optional.

2. Further, following relaxations have also been provided in filing of annual retwed baghe
recommendations of the Council:

i.  Thefiling of annual return IRORM GSTR-9/9A was made optional for taxpayers having
aggregate annual turnover less than rupees 2 Crores for the Financial YeaB 201/
2018-19 (notification No. 47/2019 CT dateti ©ctober, 2019);

ii.  The threshold of aggregate annual turnover for filing of reconciliatioensent inFORM
GSTR-9C for the financial year 2018-19 was increased form Rupees 2 Crore to Rupees 5
Crore vide amendment in rule 80 of the CGST Rules, 2017.

3. As the last date for filing the Annual returns specified under section 4é QfGIST Act, 2017
for the FY 2019-20 is 31December, 2020, the Law Committee in its meeting held &riS&ptember,
2020 deliberated on the following issues: -

3.1. Return format for GSTR-9/9C for FY 2019-20:

The simplifications done iFORM GSTR-9 and GSTR-9C vide notification 56/2019 CT,
dated 1% November, 2019 for FY 2017-18 & 2018-19 were examined. The Law Committee noted that
since November 2019 the information available on the common portal has undergone many changes
and as such some of the difficulties/constraints reported by the taxpayers and taanmecare no
longer present. Law Committee recommended that the FORM 9/9C in 2019-20 be ket FORMS
for 2018-19, except for the following.

i. Table 6 (details of ITC availed on capital goods to be provided mandatbiity lveakup
of inputs and input-services may be kept optional)
ii. Table 8A to 8D where an option to upload self-created table through 9C was provided, to
be no longer available i.e. Cell 8A and 8B to be auto populated and tlestioformation
to be provided by the taxpayer, since details of the invoices forming the figuo
populated in cell 8A have now been made available by GSTN
3.2.1 Relaxations in filing of Annual return for small taxpayers for FY 2019-20
Issue of providing relaxations in filing of Annual Return for small taxpafgersY 2019-20 was also
deliberated, especially in view of the challenges being faced by the taxpayerdni@ed. It was also
SRLQWHG RXW WR WKH /DZ &RPPLWWHH WK DWW FNKWHHW % U DR WHUK®!
revised upwards by the Ministry of MSME. It was also highlighted tr@GBT Council, in its 39
meeting, has recommended amendment to section 35 and section 445®MRaAC is required to be
filed only in specified cases and not by all taxpayers above the prescribédlthidRs. 2 Cr. and the
taxpayers till threshold of Rs. 5 Cr turnover were given the relaxation fimgp GSTR-9C. (as
prescribed for 2018-19). However, the Law Committee recommended that the same relasations
granted for the annual returns of financial year 2018-19 may also be maintairtesl fioancial year
2019-20.

3.2.2 In this context it is relevant that in 2019-20, only 1.97% of the taxpayers- aroun®®,01,8
having aggregate turnover > Rs. 20 Cr. contributed 83.78% Tax. If exemptiosBdFR-9C was to
be provided to all taxpayers below Rs. 20 Cr. turnover, 5,00,000 taxpayers (approx.) evealcd
from this additional compliance cost besides appx. 70 lakh taxpayers below Rs. Bavertior whom
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the GSTR-9C filing is already exempted. However, there was no agreement in this regard in the Law
Committee which has recommended status quo.

3.2.3 It is also relevant that the relaxation granted from filing of AnRe&lirns due under sub-
section (1) of Section 44, also extend&@RM 9A, which is due under the proviso to sub-section (1)
Section 44. SincEORM GSTR 4, return specified for taxpayers liable to fHORM GSTR-9A has
also been made annual in nature, Annual RetuRORM-9A may not be necessary. If approved the
said matter may be suitably clarified.

4, Accordingly, the matter is placed before the Council for deliberation and deoiiisregard.
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Agenda Item 6(iii): Steps taken to improve compliance behaviour of taxpayers for maki
furnishing of GSTR-1 mandatory before furnishing GSTR-3B

It may be recalled that in the 8&ST Council Meeting held on #March, 2020, incremental
approach to the rollout of the new return system was discussed. Based on the discussaans, i
decided to introduce various improvements to the existing return systemaited lling out of the
incremental approach as proposed by GSTN was as follows:

a. By May, 2020, the SMS based filing of 'Nil' returns would be introduced.

b. By June, 2020, linking GSTR-3B liability for monthly filers to their GSTR-1 would be
done.

c. By September, 2020, Infosys would provide matching tools for ITC as well as the linkage
of liability of GSTR-1 to the GSTR3B of quarterly fliers.

d. By January, 2021, the linkage of outward supplies as furnished in GSTR-1 and its tax
payment by the suppliers would be linked with the ITC of the recipient.

2. Accordingly, as a part of the implementation of the incremental appradichyifg new
facilities on the GST common portal have already been introduced:

a. Nil GSTR-3B and GSTR-1 filing by SMS (w.e.f. 08.06.2020 and 01.07.2020
respectively),

b. a static statement of ITC on the basis of invoices contained in statementsvafdout

supplies furnished by suppliel@$TR-2B) (since 21 August 2020),

enhancements in the statemE@RM GSTR-2A,

linking of FORM GSTR-1 with FORM GSTR-3B (in pdf) (since 27 August 2020),

e. matching tool to help taxpayers match their purchase register with detailgafeis in
GSTR-2B (since 14September 2020).

Lo

3.1 In respect of the facility at para 1 (c), it had been discussed in the Gbantilking of the
return FORM GSTR-3B with the details of outward supplies FORM GSTR-1 could provide
several benefits to taxpayers as also to the tax administration. This woatdynaddress the problem
of difference in output tax liability declared by the taxpayers in the orod (which are currently
required to be independently filled) and thereby minimize errors, but would afgpaté scenarios
where the tax liability based on details of invoices declar€alSmR-1 is different from the amount
of tax liability declared iF-ORM GSTR-3B.

3.2 Here it is pertinent to note that the input tax credit available to aemcgmmprises of the
outward supplies of all his suppliers as declared in respective GSTR-1s; dintkihisof GSTR-1
and GSTR 3B would ensure that whatever ITC is being availed by a recipient is agaimabice
which has been accounted for in computing the tax liability or tax has bedn gadGovernment on
such invoicesif cases where the corresponding GSTR-3B has bee fitetdrms of provisions of
section 16(2)(c) of the CGST Act, a necessary condition for availing eppatedit is that tax charged
on the invoice for which ITC is being availed has been paid to the Government.

3.3 JXUWKHU +RQTEOH +LJK &RXUW RI ODGK\D 3UDGHWKHKDV KH
statement of outward supplies furnished@RM GSTR-1 is an accepted liability of the registered

person and recoverable. The council has also already recommended amendment in sé2jion 75(

the CGST Act to provide for recovery as confirmed liability under section 79, in resgaoboht of

tax specified in the outward supplies on liability declareB@QRM GSTR-l for which GSTR-3B is

not filed.
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3.4 However, it is implicit that the maximum benefit of this linking would only be derived if
the GSTR-1s are filed before the GSTR-3Bsf majority of the taxpayers do not furnish their GSTR-
1s on or before the due date, the details in GSTR-3Bs would not be popolaesdy by the system,
and potential benefits would not accrue.

3.5 This could also pave the way for a simplified return for pure B2C supplierslo not pass
any ITC which would be known from pre-filed GSTR-hdy can potentially directly move from
GSTR-1 to the challan for tax paymjesitilar to the proposed SAHAJ in the new return system.

4.1 While discussing the Return Enhancement and Advancement Project (REAP), it was discussed
in the Council that based on the supplies declared by the suppliers in GSTRrAputhtax credit
computation of the recipient shall be made automatic, along with providim@ ool for matching

the invoices that have not been uploaded.

4.1.2. Here it is pertinent to note that the input tax credit available topeergctomprises of the

outward supplies of all his suppliers as declared in respective GSTR-1s; amkithgswould ensure

that whatever ITC is being availed by a recipient is against an invoice dsdt least been accounted

for (in cases where the corresponding GSTR-3B has not beeh dilddx has been paid to the
Government on such invoices. If all the invoices shown by the suppliers are auto poputated in

return of the recipient as maximum possible l[FTIKLFK FDQ EH DYDLOHG WKH UHFLSL
limited to identifying ineligible ITC. However, it has been observed timaesihere is indiscipline in

furnishing of GSTR-1s by the suppliers, there is a mismatch between the deitansiads that a

available as per the common portal and the invoices actually in possession cipiketréor availing

ITC.

4.2.  Accordingly, in order to restrict ITC on such missing invoices, rul®) 3&s introduced w.e.f.
9.10.2019 restricting the availability of ITC on invoices or debit notes, thegdefailthich have not

been uploaded by the suppliers under sub-section (1) of section 37, up to 20 pettleertigible

credit available in respect of invoices or debit notes the details of whictbkaweuploaded by the
suppliers under sub-section (1) of section. The margin of ITC which could be availed oabozad

the tax charged on declared invoices was reduced from 20 per cent to 10 per cent from 01.01.2020.

4.3 Now once the linking facility is made available, the recipients would bdygbeaefited as
the ITC in respect of details of all invoices uploaded by his suppliers weeudito-populated. The
matching tool would help the recipient identify supplies and the suppliers, @tzsls have not been
furnished by the suppliers; and thus not reflected in matched credit statemenB §€Rerated by
the common portal. This would enable the recipient to take up the matter with théivespepliers.

4.4 However, here also it is implicit that the true benefit of all these fadtles/tools would be

derived only if the GSTR1s are filed before the GSTR-3Bsf majority of the taxpayers furnish

their GSTR-1s on or before the due date, the details of ITC popula@dWKH UHFLSBSHQWVY *6
would be as close to the actual ITC potentially available to the recipient.

5. In this background, an analysis of the present legal provisions implies the following:

X in the originally envisaged GSTR-1-2-3 system, the return GSTR-3 could amybken filed if
GSTR-1 is filed {e. GSTR-1 was required to be furnished before GSTR:;3B

X provisions of late fees apply independently to details of outward or inwardesupgdjuired under
section 37 or section 38 or returns required under section 39 of the CGST Act.drcndy the late
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fee for delay in furnishing of the return in GSTR 3B is populated in theray§h the subsequent
GSTR 3B);

X in the GSTR-1/3B system however, furnishing of GSTR-1 before GSTR-3B was amatezhbn
the common portal. This has led to a perception that non-filing of GSTRloh&percussions vis-
a-vis the tax authorities; and

X as aresult, it is difficult to determine whether the relevant tax in respan invoice for a supply
has been paid to the Government or not.

X Moreover, the GSTR-1 is not being filed sequentially like the GSTR-3B (wher@revious
GSTR-3B must be filed before proceeding to file the next GSTR-3B).

6.1 Till date, the collection of late fees for delay in furnishing GSTR-1 has not been enforced i.e.
the GSTR-1 late fee is not populated in the next GSTR-3B return tindikate fee on account of late

filing of GSTR-3B. Moreover, various late fee waiver schemes have been implenartteal fenefit

of taxpayers so as to facilitate filing of pending GSTR-1 and GSTR-3B retithmmlate fee or with
reduced late fee. While the late fee on GSTR-1s is still not being collected, due to measures like Rule
36(4), there has been a behavioral change and the filing percentage of GSTR-1s haexdiinpr
2019-20 as compared to filing in earlier years.

6.2 To understand the taxpayer behavior in this respect, the filing data of taxpayefsril,

2019 to February, 202FY 2019-20 for the period just before Covid-19 pandgmias examined.

The following is observed on a simple average basis in respect of taxpayers who have furnished bot
GSTR-1 and GSTR-3B before the due date of furnishing the GSTR-3B for the subsequent tax period:

X 63.54 % taxpayers furnish GSTR-1 before GSTR-3B;

X 14.10% taxpayers furnish GSTR-1 after GSTR-3B for the current tax period but tiefaiaee
date of GSTR-3B for the subsequent tax period;

X Cumulatively, around 77.64% taxpayers furnish GSTR-1 before the due date of GSTRA8B of
subsequent tax period;

x If taxpayers above aggregate annual turnover (AATO) of Rs. 5 Crores are seen,
X 86.28 % taxpayers furnish GSTR-1 before GSTR-3B;

X 4.96% taxpayers furnish GSTR-1 after GSTR-3B for the current tax period but thefoiee date
of GSTR-3B for the subsequent tax period;

x Cumulatively, around 91.25% taxpayers furnish GSTR-1 before the due date of GS¥R8B
subsequent tax period,;

7. Interpreting the above data in light of the fact that taxpayers withQAfore than Rs. 5
crores would invariably account for more than 93-95% of the revenue, it can be itifatnedsonably
large number of such taxpayers are furnishing GSTR-1 within the reasonable tinfedungis not
always before filing GSTR-3B. In this context, the benefits of linking tB&RE1s of the suppliers
with a) the GSTR-3Bs of the suppliefer( auto-populated liability and b) the GSTR-3Bs of the
recipients for auto-populated ITChave already been enumerated above.
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8.1. In addition to the above, it is also relevant that presently there is no systeto-population

of interest for delay in furnishing of return in GSTR-3B. One of theaes for non-implementation
in the system is that it is not feasible for the system to detemvtie¢her the liability declared in
GSTR-3B is entirely for the present month or there is some componertiliyligat pertains to any
previous month. However, it may be appreciated that if the interest liabilitse-populated in the
system, the recovery of interest is expected to improve since such liabtlity individual returns

would be small and thus comparatively easily recoverable. As arrears, such interest cetmuated

on net basis, which has not been paid since July 2017 is presently around Rs. 9000 Cr.

8.2. If some presumptions are built as§umption that entire tax and interest belongs to the tax
period for which tax return is being filelJ and the system calculated interest is implemented with a
facility to reconcile the minor differences due to the said presumptionkatar alate and a desired
frequency, then it is expected that the interest collections for future detayd also improve.
Moreover, if the furnishing of GSTR-1s is made mandatory before furnishihg oéturns iFORM
GSTR-3B, in future, the system may be able to determine the month to which the liabilanpert
and thus interest calculations would be more correctly estimated.

9.1 Accordingly, it is proposed that in order to encourage better discipline daxmagers, filing
of GSTR-1 may be made compulsory before filing of GSTR-3B. The same would be réguaeth
populating GSTR -3Bnfatching of credit and auto population of liabi)itys proposed under REAP).
In this context, the following issues are placed before the GST Coundilrfoer deliberation and
decisions please:

X The date and timelines from which such auto-populaiien thandatory furnishing of GSTR-
before GSTR-3Bshall be made compulsory;

x What would be the consequences if GSTR-1s are not filed before GSTR-3B: ltoondentivize
the taxpayers, a waiver of late fees for furnishing of GSTR-1s when furnisieedla# date, but
furnished before the respective GSTR-3B can be considered.

X Moreover, if GSTR-1s are not furnished before the respective GSTR-3B, tfeekataay be auto-
populated in the subsequent GSTR-3B.

x Similarly, interest for late payment of tax may also be auto-populated in next GSpiRrs3Bning
that the entire lability is for the current tax period;

X A decision also needs to be taken regarding the treatment of late feadiérperiod where it
has not been collected and whether it would be collected in the future period.

9.2 Simultaneously, it is also proposed that filing of GSTR-1 may be made sehueat.
01.01.2021
10. The mater was discussed preliminarily in the Law Committee on 23.09.2020, wherein it

concurred with the proposal in principle. Agenda note is placed before the G&&i€ilfor further
deliberation. On approval, relevant notifications and any amendment felt necessary in CGSit Rules i
this regard would be drafted by the Law Committee in consultation with the Whinistry of Law

and Justice.
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Agenda Item 6(iv): Amendment to FORM GSTR-1 and notification 12/2017-Central Taxdated
28.06.2017 for improving data guality to enhance tax administration

First proviso to rule 46 of the CGST Rules, 2017 mandating the requireft¢8N on invoice
is as below:

S33URYLGHG WKDW WKH %RDUG PD\ RQ WKH UHFRPPHQGDWLR

(i) the number of digits of Harmonised System of Nomenclature code for goods or skeatiaatass
of registered persons shall be required to mention, for such period as may be specified id the sai
notification; and

(i) the class of registered persons that would not be required to mention the Harmorssad 8fy
NomenclaKUH FRGH IRU JRRGV RU VHUYLFHV IRU VXFK SHULRG DV P

2 Further, in terms of proviso to rule 46, notification No. 12/2017-@ehax, dated 28.06.2017
has been issued specifying the requirement of HSN as below:

Sl. No. | Annual Turnover in the preceding Financl Number of Digits of

Year HSN Code
1 Upto rupees one crore fifty lakhs Nil
2 more than rupees one crore fifty lakhs and y 2

rupees five crores

3 more than rupees five crores 4

3.1 The issue of requirement of mandatory reporting of HSN was delibarabediaw Committee
in its meeting held on 25.06.2020 in the context of sharing data with National iyufboIcChemical
Weapon Convention. In the context of the said agenda, Law Committee recommendeti 8Mdifgit
all categories of notified supplies for all classes of taxpayers, both at invoicarehviel GSTR-1.

3.2 GSTN has also suggested amendment in notification No. 12/2017-Central Tax, Qateue28

2017 and in GSTR-1 to capture the HSN / rate of tax. This would have advantage@iRzte-wise

tax collection and the table also becomes aligned to Table 4 where the format of Idatemas -

Rate, Taxable Value and Amount. Then it would pre-fill the tablaritRallow taxpayer to split each

row into multiple HSNs. It would take time to develop but in the pratesdata quality would improve.

The proposed changes would improve capacity of the IT system to calculate value addition for various
commodities and therefore is necessary also in the long run for the tax adninisiviatieover, this

is in a scenario when we have completed 3 years of implementation of GST and G&bitiasd to

a great extent.

4. Accordingly the following was placed before the Law Committee on 28.09.2020:

(i) Notification No. 12/2017-Central Tax, dated 28.06.2017 may be amended so as to mandate
providing details of HSN in the invoice as below:

i.  For registered person having Annual Turnover in the preceding Financial Year more
than rupees five crores:
a. For supply of goods: 8 digit
b. For supply of services: 6 digits
ii.  For registered person having Annual Turnover in the preceding Financial Year upto
rupees five crores:
a. For supply of goods: 6 digit
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b. For supply of services: 4 digit
7R HQVXUH WKDW WKLV GRHVQTW HQKDQFH FRIPGE®OHPW FRH EXS3SH
made to unregistered recipients (B2C supplies), the HSN reporting invoices coulddektlinsupplies
made to registered recipients.

(i) FORM GSTR-1 may also be amended so as to make provision of HSN in table 4 or 12 keeping in
view that in the proposed ANX-1 seeking such information had already been approved by the Council

(i) The changes are proposed to be notified with effect from a prospectiveate;.e.f.01.04.2021
so that trade and industry get time to change their ERP, wherever required.

(iv) Amendment may also be carried out in proviso to rule 46 of the CGST Rule so as to seek HSN for
a class of supplies, irrespective of turnover, as recommended by the Law Cordetiitsl in para
3.1 above as below (ird):

S33URYLGHG WKDW WKH %RDUG PD\ RQ WKH UHFRPPHQGDWLR

® the number of digits of Harmonised System of Nomenclature code for goods or services that a
class of registered persons shall be required to mention;

(i) a class of supply of goods or servides which specifiechumber of digits of Harmonised
System of Nomenclature code are required to be mentioned by all registered taxpagers

(iii) the class of registered persons that would not be required to metfiiioHarmonised System of

Nomenclature code for goods or servides-such-period-as-may-be-specified-in-the-said-netifiedtion

5.1 The issue was deliberated by the Law Committee in its meeting held @eg@mber, 2020
and Law Committee approved to make necessary provisions to take the power to notiéyneafuof
HSN for class of taxpayers and for class of supplies.

5.2 Further, the law committee also recommended that above aggregate annual turno@r (AAT
of Rs. 5 crores, HSN at 6 digits for both goods and services shall be made nyaraatetdrelow the
AATO of Rs. 5 crores, HSN at 4 digits for both goods and services shall benmadatory for B2B
supplies only.

53 Law Committee also deliberated on the amendmeRORM GSTR-1, and recommended
WKDW DPHQGPHQW VKDOO EH PDGH LQ 7D BROHVHGZILLQV & RDRHP &5 D WG
RI 37RWDO 9DOXH"

6. Accordingly, agenda note is placed before the GST Council for further deliberation.
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Agenda Item 6(v): Agenda Note regarding refund to be disbursed in same PAN and Aadhaar
linked bank account on which registration has been obtained under GST

Reference is invited to the deliberations in th& B@eting of GST Council held on 14.03.2020
on the following issues with reference to the menace of fake invoicinggasihg on of fraudulent ITC
and monetisation of such fake and fraudulent ITC by way of refund:

a. Proposal for Notification/ Rule change for enabling Aadhaar based authentic&bisi iVide

the aforesaid agenda approval of GST Council was sought on the amendment proposed in the

CGST Rules, 2017 for operationalisation of Aadhaar based authentication famingptai
registration under GST. Further, in the same agenda approval of GST Guamesibught on
the proposal of granting refund to the existing registered taxpayer only aftearitleygo

Aadhaar based authentication. However, the amendment in the CGST Rule 2017 for enabling

the aforesaid provision was not notified as the module for Aadhaar babedtaation was
existing taxpayers was not available on the common portal.

b. Physical verification and KYC of persons willing to take registratiomiwifirst six months
and corresponding spike rule placed before the GST council in ftsr@@ting held on
14.03.2020. Vide said agenda, in-principle approval of GST Council has been sought on the
proposal that a person seeking registration under GST shall undergo physical andl financ
verification before he can pass on credit in excess of 3 lakh per month deelssuld be
required to deposit 20% of the amount of ITC to be passed on to the buyer irctianae
credit ledger. In the said agenda, it was stated that no refund would be grantedwo a
registrant until he undergoes the physical or financial verification.

2. From the above, it can be observed that enough safeguards have been put in place or proposed

to be put in place to identify the person and to verify the finafa#ibrints of the said person specially
when that person wants to avail the facility of refund. However, it is obdéhat in spite of all these
safeguards there may arise a situation where a person may defraud the governoteainng
UHJLVWUDWLR Q nai@Qe BMWithidihy tHeiHRAX R Redhaar details. As such person would
get the registration after Aadhaar authentication, there would be no i@sticthim on passing on the
fake credit or obtaining refund from the government.

3. In the present system, the taxpayer filing for refund is required to furnish #ils détank
account in which he would like his refund to be credited. The said bank account isedaig&FMS
only to the extent that the said bank account exists and is active. There is niovalitiather the bank
account actually belongs to the registered person or on the same PAN on whielistration is
obtained. Due to this, the person who has intention to defraud the government creatésesable
chain where the refund would be obtained in the account of third person who may not exist@etuall
the basis of fake documents. Once the refund amount is disbursed, the amount is withdraiva from
account and closed immediately.

4. Therefore, in order to prevent such misuse in future, it is proposed that rehall be
paid/disbursed in the same PAN based bank account which is validated with the Aadtresar of
registrant. In case of any mismatch, the refund of the registrant would bpekejdng till the bank
account is validated (PAN and Aadhaar based bank account). GSTN can be askecktthnpiaicess
for such validation of bank accounts.

5. The issue was deliberated by the Law Committee in its meeting held' @ep&mber, 2020
and has accepted the proposal in principle. Accordingly, the agenda is placed be&s& Geuncil
for deliberation and approval.
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Agenda ltem 6(vi): Proposal for amendments to CGST Rules, 2017

Law Committee, in its meeting held on 08.06.2020, 22.07.2020, 10.08.2020 and 02.09.2020,
deliberated upon several issues and recommended changes in various provisions ofah&Qmigr
DQG 6HUYLFHV 7D[ 5XOHYV KHUHLQDIWHDNDGWGCHWUR® GVR/ RVRM F\
in the CGST Rules, changes in the FORMS have also been recommended by the Lawe@ofrimie
changes are discussed below:

l. Amendment to rule 67A:

1.1 Facility to file NIL return irFORM GSTR-3B or NIL statement ifORM GSTR-1, through

SMS is available for normal taxpayers on common portal. There is no such flil@®pmposition
taxpayer who files a statementf®RM GST CMP-08 on quarterly basis to discharge the liabilities.
GSTN has now developed functionality for filing NIL statement by SM3ORM GST CMP-08.

The same is under testing now. In order to implement the new facility, Law Comimiiteeneeting

held on 02.09.2020 has recommended to amend the rule 67A of CGST Rules, 2017. The amendment
will be brought into force in consultation with GSTN as per availabilityhef feature on common

portal.

1.2 The proposed amendment to rule 67A is showadnolor below:

Rule 67A

67A. Manner of furnishing of return or details of outward supplies by short messaging seice
facility.- Notwithstanding anything contained in this Chapter, for a registeresbrpavho is
required to furnish a Nil return under section 3%(MRM GSTR-3B or a Nil details of outwar(
supplies under section 37HORM GSTR-1 or a Nil statement ifFORM GST CMP-08 for a tax
period, any reference to electronic furnishing shall include furnishirgeafdid return or the deta
of outward suppliesr statementhrough a short messaging service using the registered n
number and the said return or the details of outward suppligstemenshall be verified by &
registered mobile number based One Time Password facility.

Explanation. - For the purpose of this rule, a Nil return or Nil details of outward sgoml Nil
statemenshall mean a return under section 39 or details of outward supplies under sectig
statement under rule 6for a tax period that has nil or no entry in all the TabldSORM GSTR-
3B or FORM GSTR-1 or FORM GST CMP-08, as the case may be.

Il. Amendment to rule 138E -Blocking of e-Way Bill:

2.1 Relief was provided to taxpayers during the COVID pandemic by providing conlditiainar

of interest and/or late fee for furnishing returrF@RM GSTR-3B and outward supply statement in
FORM GSTR-1 for the months from February to July, 2020. But, the actual due date wasamoteskt
except for the month of May, 2020. Therefore, the provision of rule 138E of &BE&$ viz. blocking
of e-way bill generation if the return/ outward supply statement is not furnished for actvesg@eriod
of two months/quarters was still applicable on the taxpayers during the CO\dpegiiod. The matter
was deliberated by the Law Committee in its meeting held on 08.06.2020 and 22.07.2020. Law
Committee recommended taking administrative decision to start blockingay bill of taxpayers for
non-filing of returnsfor tax period February, 2020 onwards only after 30.09.2020It is now
proposed that the relevant rule i.e. rule 138E may be amended to make legal pfovitiensaid
administrative decision.

2.2 The proposed amendment to rule 138E, with effect from 20.03.2020, is shewoadlor below:
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Rule 138E

138E. Restriction on furnishing of information in PART A of FORM GST EWB-01.-
Notwithstanding anything contained in sub-rule (1) of rule 138, no person (includingignoon
consignee, transporter, an e-commerce operator or a courier agency) shall &ée t@llhwnish the
information inPART A of FORM GST EWB-01 in respect of a registered person, whether
supplier or a recipient, wh#,

(a) being a person paying tax under section 10 or availing the benefit of notifichtioa
Government of India, Ministry of Finance, Department of Revenue No. 02£20&ftral Tax
(Rate), dated the 7th March, 2019, published in the Gazette of India, ExtragrBiad I, Section
3, Sub-section (i) vide number G.S.R. 189, dated the 7th March, 2019, has not furnis
statement irfORM GST CMP-08 for two consecutive quarters; or

(b) being a person other than a person specified in clause (a), has not furnished thiore
a consecutive period of two months:

Provided that the Commissioner may, on receipt of an application from a regizéesed in
FORM GST EWB-05, on sufficient cause being shown and for reasons to be recorded in W
by order, ilFORM GST EWB-06 allow furnishing of the said information PART A of FORM
GST EWB 01, subject to such conditions and restrictions as may be specified by him:
Provided further that no order rejecting the request of such person to fumistfathmation in
PART A of FORM GST EWB 01 under the first proviso shall be passed without affording the
person a reasonable opportunity of being heard:

Provided also that the permission granted or rejected by the Commissioner ofastate
Commissioner of Union territory tax shall be deemed to be granted or, as the case may be
by the Commissioner.

Explanationt ) RU WKH SXUSRVHV RI WKLV UXOH WKH H[S
jurisdictional Commissioner in respect of the persons specified in clauses (a) and (b).

Explanation.- )RU WKH SXUSRVHV RI WKLV &KDSWHU WKH
MWUDQVSRUWDWLRQ RI JRRGV E\ UDLOZD\VY pWUDQVS
does not include cases where leasing of parcel space by Railways take$ place

(c) being a person other than a person specified in clause (a), has noetuthisistatement (
outward supplies for any two months or quarters, as the case may be

Provided that the said restriction shall not apply during the period from"ttuaR0f
March, 2020 till the 30 day of September, 2020 in case where the return in FORM GSTR-
the statement of outward supplies in FORM GSTR-1 or the statement in FORM GSO& M$
the case may be, has not been furnished for the period February, 2020 to August, 2020.

Il. Amendment to rule 142:
3.1 Sub-rule (1A) was inserted in rule 142 of the GST Rules, mandating the tax officer to intimate the
details of the demand iRorm GST DRC-01A. It implies that SCN and summary of SCN in Form

GST DRC-01 or Statement in Form GST DRC-02 under sub-rule (1) cannot be issuedsfalet
demand in Form GST DRC-01A have not been communicated to the taxpayer. Law @ermmit

meeting held on 08.06.2020 deliberated on the rule 142(1A) regarding the profisiamdatorily

communicating the details of any tax, interest and penalty under sub-segtodrS€ction 73 or sub-
section (1) of Section 74, before service of notice. Law Committee recommentledrimaunication

of the same before issuing the notice should not be mandatorily required oold, lsk at the option
of tax officer. It therefore recommended that rule 142(1A) may be amended accordingly.
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3.2 The proposed amendment to rule 142 (1A), w.e.f. 09.10.2019 i.e. the date of inssttizrnuté
(1A), is shown irredcolor below:

Rule 142

(1A) The proper officeshall may before service of notice to the person chargeable with
interest and penalty, under sub-section (1) of Section 73 or sub-section€tj)ioh34, as the cag
may be,shall communicate the details of any tax, interest and penalty as ascertained by 1
officer, inPart A of FORM GST DRC-01A;

V. Amendment in FORM GST RFD-01:

4.1 FORM GST RFD-01 is for making application for refund under GST. In the said form,
6WDWHPHQW LV IRU SURYLGLQJ GHWDKOSDLRHQMN BH WWD [ po(XSWF
KHDGLQJ RI WKH VDLG VWDWHPHQW WKH ZRUGVLRQ GMWEUDFNHW
Committee in its meeting held on 22.07.2020 deliberated on the same and recommendetht omit
ZRUGYV DQG EUDFNHWYV 3 DFFXPXODWHG ,7& ~ DV WKH VDPH LV QR

4.2 The proposed amendmenH@RM GST RFD-01is shown irred color inAnnexure A.
V. Amendment of FORM GSTR-5

5.1 The non-resident taxable person files retulrARRM GSTR-5 giving details of the outward and
inward supplies. CAG team made observation that there was no provision in ttetusaitor reporting
inward supplies attracting reverse charge which is to be paid byemtciphe matter was deliberated in

the Law Committee and in its meeting held on 02.09.2020, it recommended amendments m the for
including insertion of provision to report liabilities relating to inwaughplies attracting reverse charge.

5.2 The proposed amendmentdRORM GSTR-5 is shown inred color in Annexure B.

VI. Amendment of FORM GSTR-5A

6.1 OIDAR service provide located outside India who makes supply to unredigirson files return

in FORM GSTR-5A on monthly basis and provides Place of Supply (POS) wise details of the supplies
made to unregistered persons in the country. But, in the interest table of theR&8rfield is missing.

The matter was deliberated by the Law Committee in its meeting held on 10.08m202@ommended
amendment in form to insert of POS field and minor formatting.

6.2 The proposed amendmenFHORM GSTR-5A is shown iredcolor in Annexure C.

VII. Amendment of Various DRC Forms & FORM GST ASMT-16

7.1 Late fee was waived for late furnishingd®@RM GSTR-1, GSTR-3B& GSTR-4for the period

from July, 2017 to September, 2018 if the same was furnished during the penp@r12.018 to
31.03.2019. The same were notified vide notification nos. 75/2018-Central Tax, 76/2048-Tax

and 77/2018-Central Tax all dated 31.12.2018. But, GSTN did not implement the systemhas per t
notifications. System completely waived late fee during the period. The matterovaht by GSTN

to the Law Committee in order to implement the system of recovering theektsof skipped
inadvertently.

7.2 The matter was deliberated in the meeting held on 22.07.2020 and 10.08.2020 and it was

recommended that amount of outstanding late fee shall be shown to the taxpayerstmtid be

given to make payment while filing returni®RM GSTR-3B but not to be made mandatory to begin
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with. Taxpayer can pay the amount voluntarily throB@RM GST DRC-3 also. But, in the said form,
PLQRU KHDG ODWH IHH KDV QRW EHHQ PHQWLRQHG 7KKIKHHIRUH
amount details table of the form. Taxpayer can make payment on voluntary basis thinBGRM

GST DRC-3 Insertion of late fee column will be requiredi®RM GST DRC 01, , FORM GST

DRC #02, FORM GST DRC =07, FORM GST DRC =08, FORM GST DRC +09, FORM GST

DRC +24, FORM GST DRC +25, FORM GST ASMT- 16.Law Committee recommend amendment

in these forms including insertion of late fee column.

7.3 The proposed amendment in these forms are shawddnlor in Annexure D.
2. Accordingly, the agenda is placed before the GST Council for consideraticappraial Pari-
materia changes would also be required in the respective SGST Rules.
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[Statement- 2 [rule 89(2)(c)]
Refund Type: Export of services with payment of f@scumulatedHC)

FORM GST RFD-01

Annexure A

Agenda for 42nd GSTCM Volume 1

Sr. | Document Details Integra| Cesy BRC/FIRC
No. | Type of | No. | Date | Value | Taxable | ted No. | Date Value
Document value Tax
1 2 3 4 5 7 8 9 10 |11 12
3
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Annexure B

FORM GSTR-5
[See rule 63]

Return for Non-resident taxable person

Year
Month
1. | GSTIN

(a) | Legal name of the registered person | Auto Populated

(b) | Trade name, if any Auto Populated

(c) | Validity period of registration Auto Populated

(d) | ARN Auto Populated

(e) | Date of ARN Auto Populated

3. Inputs/Capital goods received from Overseas (Import of goods
(Amount in Rs. for all Tables)

Details of bill of entry Rate | TaxableAmount Amount of ITC
value available
No. Date | Value Integrated Tax | Cess Integrated |Cess
Tax
1 2 3 4 5 6 7 8 9

4. Amendment in the details furnished in any earlier return

Original Revised details Differential ITC
details (+/)
Bill of entry [Bill of entry Rate| TaxableAmount Amount of ITC
value available
No | Date | No | Date| Value Integrated CessintegratedCess |Integrated [Cess
Tax Tax tax
112 3 4 5 6 7 3 9 10 11 | 12 13

5. Taxable outward supplies made to registered persons (including UIN holders)

Invoice details | Rate| | Amount |
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GSTIN/ | No. | Date | Value Taxable| Integrated| Central | State /UT| Cess| Place  of
UIN value Tax Tax Tax Supply
(Name of
State/UT)
1 2 3 4 5 6 7 8 9 10 |11

6. Taxable outward inter-State supplies to un-registered persons where invoice value is more than R

2.5 lakh

Place of| Invoice details Rate | Taxable Amount

Supply i Value 5

(State/UT) No. | Date | Value Integrated Tax | Cess
1 2 3 4 5 6 7 )

7. Taxable supplies (net of debit notes and credit notes) to unregistered personseotthan the
supplies mentioned at Table 6

Rate of tax Total TaxablAmount
value Integrated | Central Ta| State /UT TaxCess
1 2 3 4 5 6

7A. Intra-State supply (Consolidated, rate wise)

7B. Inter-State Supplies where the value of invoice is upto RH2A.akh [Rate wise]

(Name of

State)

Place of Supply

8. Amendments to taxable outward supply details furnished in returns for earlier tax periods iffable
5 and 6 [including debit note/credit notes and amendments thereof]

Details of origingRevised details of docum¢Rat¢TaxabléAmount Place ¢
document or Value supply

details of origing

Debit/Credit Notes
GSTIN No/Date| GSTIN No| Datq Value Integrate(CentraState |Ces

Tax Tax [UT Tax

1 2 3 4 5|6 [7 8 9 10 11 12 13 (14
8A. If the invoice details furnished earlier were incorrect

|

|

[ [ |

[

[ |

8B. Debit Notes/Credit Notes [original)]

|

|

[ [ |

[

||

8C. Debit Notes/Credit Notes [amendment of debit notes/credit notehkdmisearlier tax period
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9. Amendments to taxable outward supplies to unregistered persons furnished in returns fearlier
tax periods in Table 7

Rate of tax Total Amount
taxable Integrated Tax | Central Ta| State / UT TaCess
value
1 2 3 4 5 6
Tax period for which the details are bein
revised

9A. Intra-State Supplies [Rate wise]

| | | | |

9B. Inter-State Supplies [Rate wise]
Place of Supply (Name of State)

10. Total tax liability (including reverse charge liability, if any)

Rate of Tax | Taxable Amount of tax
value Integrated| Central| State/UT | CESS
Tax Tax Tax
1 2 3 4 5 6

10A. On account of outward supply

| | | | |

10B. On account of differential ITC being negative in Table 4

10C. On account of inward supplies liable to reverse charge

| | | | |

11. Tax payable and paid

Description Tax Paid in| Paid through ITC Tax
payable| cash Paid
Integrated | Cess
tax
1 2 3 4 5 6
(a) Integrated
Tax

(b) Central Tax

(c) State/UT
Tax

(d) Cess

12. Interest, late fee and any other amount payable and paid

Description Amount payable Amount paid
1 2 3
| Interest on account of
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(a) Integrated tax
(b) Central Tax
(c) State/UT Tax
(d) Cess

Il Late fee on account of
(@) Central tax
(b) State/ UT tax

13. Refund claimed from electronic cash ledger

Description Tax | Interest | Penalty | Fee Other Debit Entry Nos.
1 2 3 4 5 6 7
(a)Integrated
tax
(b) Central
Tax
(c) State/UT
Tax
(d) Cess
Bank Account Details (Drop Dowr

14. Debit entries in electronic cash/credit ledger for tax/interest payment [tbe populated after
payment of tax and submissions of return]

Description Tax paid in| Tax paid through ITC Interest| Late fee
cash Integrated tax | Cess
1 2 3 4 5 6
(a)
Integrated
tax
(b) Central
Tax
(c) State/UT
Tax
(d) Cess

Verification

I hereby solemnly affirm and declare that the information given herein aboue isrd correct to the
best of my knowledge and belief and nothing has been concealed therefrom.

ignaBures of Authorised Signatory

3ODFH ««««« Name of Authorised Signatory
'‘DWH ««««« Designation /Status
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Instructions:-

1. Terms used:
a. GSTIN: Goods and Services Tax ldentification Number
UIN: Unique Identity Number
UQcC: Unit Quantity Code
HSN: Harmonized System of Nomenclature
POS: Place of Supply (Respective State)
B to B: From one registered person to another registered person
g. Bto C: From registered person to unregistered person
2. GSTR-5is applicable to non-resident taxable person and it is a monthly return.
3. The details in GSTR-5 should be furnished b¥{dfdhe month succeeding the relevant tax
period or within 7 days from the last date of the registration whichever is earlier.
4. Table 3 consists of details of import of goods, bill of entry wise ancyexas to specify the
amount of ITC eligible on such import of goods.
5. Recipient to provide for Bill of Entry information including six dggport code and seven digits
bill of entry number.
6. Table 4 consists of amendment of import of goods which are declared in the reteantkeof
tax period.
7. Invoice-level information, rate-wise, pertaining to the tax pesegaratelyfor-goods—and
servicesshould be reported as under:
I For all B to B supplies (whether inter-State or intra-State), invoice baflils
should be uploaded in Table 5;
ii. For all inter-state B to C supplies, where invoice value is more thas, $85000/-
(B to C Large) invoice level detail to be provided in Table 6; and
iii. For all B to C suppliegwhetherinter-State-or-intra-State)- where-invoice-value is up
to—Rs—2,50,000/-other those reported in table 6, shall be reported in Table 7
providing State-wise summary afuchsuppliesshal-be-filed-in-Table-7.

~0ooo0CT

8. Table 8 consists of amendments in respect of -
i.  B2B outward supplies declared in the previous tax period;
ii. 30 & L-Qt&teHnWoices where invoice value is more tRan ODNKV" UHSRUWHG
previous tax period; and
iii. Original Debit and credit note details and its amendments.
9. Table 9 covers the Amendments in respect of B2C outward supplies othenttra8tate
supplies where invoice value is more than Rs 2,50,000/-.
10. Table 10 consists of tax liability on account of outward supplies declared in teatciax
period and negative ITC on account of amendment to import of goods in the currentddx peri
Inward supplies attracting reverse charge shall be reported in Part C of the table.
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Annexure C

FORM GSTR-5A
[See rule 64]

Details of supplies of online information and database access or retrieval services @ person
located outside India made to non-taxable persons in India

1. GSTIN of the supplier-
2. (a) Legal name of the registered person -
(b) Trade name, if any -
3. Name of the Authorised representative in India filing the rettrn
4. Period: Month - Year
4(a) ARN:

4(b) Date of ARN:

5.

Taxable outward supplies made to consumers in India

(Amount in Rupees)

Place

supply tax
(State/UT)

d Rate o Taxable value | Integrated tay Cess

1

5A. Amendments to taxable outward supplies to non-taxable persons in India

(Amount in Rupees)

Month Place g Rate @ Taxable value | Integrated tay Cess
supply tax
(State/UT)
1 2 3 4 5 6
6. Calculation of interest-penalty or any other amount
(Amount in Rupees)
Sr. Description Place of| Amountef tax due(Interest/ Other)
No. supply
(State/UT)
Integrated tax | CESS
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1 2 3 43 54
1. Interest
2. Others{Rlease-specify)
Total
7. Tax, interest-late-feeand any other amount payable and paid
(Amount in Rupees)

Sr. No. | Description Amount payable Debit Amount paid
Integrated | CESS | entry no. | Integrated CESS
tax tax

1 2 3 4 5 6 7

1. Tax Liability

(based on Table 5 & 5A

2. Interest

(based on Table 6)
3. Others{Rlease-Specity)
(based on Table 6)

8. Verification

I hereby solemnly affirm and declare that the information given herein above @trwarrect to the
best of my knowledge and belief and nothing has been concealed therefrom.

Signature
Place Name of Authorised Signatory
Date Designation /Status
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FORM GST DRC - 01
[See rule 100 (2) & 142(1)(a)]
Reference No:

To
GSTIN/Temp. ID
------------------ Name
Address
Tax Period ------------- F.Y. -

Section / sub-section under which SCN is being issued -

SCN Reference No:-- Date---

Summary of Show Cause Notice
(@) Brief facts of the case :
(b) Grounds:

(c) Taxand other dues :

Annexure D

Date:

Act -

(Amount in Rs.)

Sr. | Tax| Turnover| Tax Act | POS Tax| Interest| Penalty| Fee | Others| Total
No. | rate Period
(Place @
Supply)
From | To
1 2 3 4 516 |7 8 9 10 11 | 4312 | 3213
Total
Signature
Name
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Designation

Jurisdiction
Address
Note -
1. Only applicable fields may be filled up.
2. Column nos. 2, 3, 4 and 5 of the above Table i.e. tax rate, turnover and tax period are
not mandatory.
3. Place of Supply (POS) details shall be required only if the demand is created under the

IGST Act.
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FORM GST DRC -02
[See rule 142(1)(b)]

Reference No: Date:
To
GSTIN/ID
——————————————————————— Name
Address
Tax Period : F.Y.:
Section /sub-section under which statement is being issued :
SCN Ref. No. ------- Date: Statement Ref. No.
Date+
Summary of Statement:
(a) Brief facts of the case :
(b) Grounds :
(c) Tax and other dues :
(Amount in Rs.)
Sr. | Tax| Turnover| Tax Act | POS Tax| Interest| Penalty| Fee | Others| Total
No. | rate Period
(Place g
Supply)
From | To
1 2 3 4 516 |7 8 9 10 11 | 3312 | 3213
Total
Signhature
Name
Designation
Jurisdiction
Address
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Note -
1. Only applicable fields may be filled up.

2. Column nos. 2, 3, 4 and 5 of the above Table i.e. tax rate, turnover and tax period are
not mandatory.

3. Place of Supply (POS) details shall be required only if the demand is created under the
IGST Act.
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Reference No. -

1. Details of order :

(2) Order No. :

(b) Order date :

(c) Financial year :

FORM GST DRC-07
[See rule 100(1), 100(2), 100(3) & 142(5)]

Summary of t

(d) Tax period: From-- TQ --------

2. Issues involved :

3. Description of goods / services (if applicable):

he order
Date

Sr. No.

HSN code | Description

4. Section(s) of the Act under which demand is created:

5. Details of demand :

(Amount in Rs.)

Sr. No.[Tax [Turnover|Tax Period [Act |[POS [Tax Interest |Penalty [Fee [OthersTotal
Rate (Place ¢
From [To Supply)
1 2 3 4 5 6 7 3 9 10 11 [1241 |13 X2
Total

You are hereby directed to make the payment by <Date> failing which proceedindgseshilated
against you to recover the outstanding dues.

Signature
Name
Designation
Jurisdiction
Address
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To
(GSTIN/ID)

(Address)

Note *
1. Only applicable fields may be filled up.

2. Column nos. 2, 3, 4 and 5 of the Table at serial no. 5 i.e. tax rate, turnover and tax
period are not mandatory.

3. Place of Supply (POS) details shall be required only if the demand is created under the
IGST Act.
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Reference No.:

FORM GST DRC - 08
[See rule 142(7)]

Summary of Rectification /Withdrawal Order

1. Particulars of order:

(a) Financial year, if applicable

(b) Tax period, if any

From--- To ----

passed

(c) Section under which order

(d) Original order

no.

(e) Original order

date

(f) Rectification order no.

(9) Rectification o

rder date

(h) ARN, if applied for rectificatior

(i) Date of ARN

Date:

2. Your application for rectification of the order referred to above has beennedsilt has
come to my notice that the above said order requires rectification (Resgeetification as D

per attached annexure)

4.The order referred to above (issued under section 129) requires to be withdrawn
5. Description of goods / services (if applicable) :

Sr. No.

HSN code

Description

6. Section of the Act under which demand is created:
7. Details of demand, if any, after rectification :

(Amount in Rs.)

0

Agenda for 42nd GSTCM Volume 1

Sr. NojTax ([Turnover [Tax Period |Act [POS [Tax |Interest |Penalty |Fee |Otherg Total
Rate From [To (Place of
Supply)
1 2 3 4 5 |6 7 8 9 10 11 1241 (1342
Total
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You are hereby directed to make the payment by <Date> failing which proceedindseshélbated
against you to recover the outstanding dues.

Signature
Name
Designation
Jurisdiction
Address
To
(GSTIN/ID)
Name
(Address)
Note *
1. Only applicable fields may be filled up.
2. Column nos. 2, 3, 4 and 5 of the Table at serial no. 7 i.e. tax rate, turnover and tax
period are not mandatory.
3. Place of Supply (POS) details shall be required only if the demand is created under the
IGST Act.
4, Demand table at serial no. 7 shall not be filled up if an order issued under section 129

is being withdrawn.
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FORM GST DRC +09
[See rule 143]
To

Particulars of defaulter -

GSTIN *

Name -

Demand order no.: Date:
Reference no. of recovery: Date:
Period:

Order for recovery through specified officer under section 79

Whereas a sum of Rs. <<-------- >> on account of tax, cess, interest and penalty is pagailthe
provisions of the <<SGST/UTGST/ CGST/ IGST/ CESS>> Act by the afdrpsason who has failed
to make payment of such amount. The details of arrears are given in the table below:

(Amount in Rs.)

Act Tax/Cess | Interest | Penalty | Fee Others Total

1 2 3 4 5 65 76
Integrated tax
Central tax
State/UT tax
Cess

Total

<< Remarks>>

You are, hereby, required under the provisions of section 79 of the <<SGST>>Actto the@repunt
due from the << person >>as mentioned above.

Signature
Name
Designation
Place:
Date:
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FORMGST DRC-24
[See rule 160]

To

The Liquidator/Receiver,
Name of the taxable person:
GSTIN:

Demand order no.: Date: Period

Intimation to Liquidator for recovery of amount

This has reference to your letter <<intimation no. & date>>, giving intimafigour appointment as
liquidator for the <<company name>> holding <<GSTIN>>.In this connection, it ismefdthat the
said company owes / likely to owe the following amount to the State / Central Government:

Current / Anticipated Demand

(Amount in Rs.)

Act Tax Interest | Penalty | Fee Other Dues | Total Arrears
1 2 3 4 5 65 76
Central tax

State / UT tax

Integrated tax

Cess

In compliance of the provisions of section 88 of the Act, you are hereby direateakésufficient
provision for discharge of the current and anticipated liabilities, beforerhewinding up of the
company.

Name
Designation

Place:
Date:
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FORM GST DRC +25
[See rule 161]

Reference No <<-- >> << Date >>

Demand Order No.: Date:
Reference number of recovery: Date:

Period:

Reference No. in Appeal or Revision or any other proceeding - Date:

Continuation of Recovery Proceedings

This has reference to the initiation of recovery proceedings against you vide efssuedrrecovery
reference number fora suR| 5V «««««««

7KH $SSHOODWH O5HYLVLRQDO DXWKRULW\ &RXUW W kldexV « «
enhanced/reduced the dues covered by the above mentioned demand order
1R « ««««GDWHG« ««««YLGH-RU@dted --Q-R--- and the dues now stands at

5V « «««« TKH UHFRYHU\ RI HQKDQFHG UHGXFHG DPRXQW RI 5V ««
stage at which the recovery proceedings stood immediately before dispogataif @prevision. The
revised amount of demand after giving effect of appeal / revision is given below:

JLODQFLDO \HDU ««««

(Amount in Rs.)

Act Tax Interest Penalty Fee Other Dues| Total Arrears
1 2 3 4 5 65 76
Central tax

State / UT tax
Integrated tax

Cess
Signature
Name
Designation
Place:
Date:
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FORM GST ASMT- 16
[See rule 100(3)]

Reference No.: Date:
To

(GSTIN/ID)

Name

(Address)
Tax period: F.Y.

Act/ Rules Provisions:

Assessment order under section 64
Preamble - << standard >>
It has come to my notice that un-accounted for goods are lying in stock at godown--------- anidres
in a vehicle stationed at -------------- (address & venhicle detail) and yoa aa@rable to, account for
these goods or produce any document showing the detail of the goods. Therefore, | proceed to assess
the tax due on such goods as under:

Introduction :

Discussion & finding :

Conclusion :

Amount assessed and payable (details at Annexure) :

(Amount in Rs.)
Sr. No. [Tax [Turnover [Tax Period |Act [POS Tax (Interest |Penalty |Fee |Others(Total

Rate From [To (Place of
Supply)
1 2 3 4 5 6 7 3 9 10 11 1244 (1342

Total

Please note that interest has been calculated upto the date of passidgrth&'loiile making payment,
interest for the period between the date of order and the date of payment shall alscebeowioand
paid along with the dues stated in the order.

You are hereby directed to make the payment by << date >> failing which proceedihigs stizated
against you to recover the outstanding dues.

Signhature

Name

Designation

Jurisdiction

Address
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Note *
1. Only applicable fields may be filled up.

2. Column nos. 2, 3, 4 and 5 of the above Table i.e. tax rate, turnover and tax period are not
mandatory.

3. Place of Supply (POS) details shall be required only if demand is created under IGST Act.
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Agenda ltem 7: Issues recommended by the Fitment Committee for the consideration of th&T
Council

Agenda Item 7(i); Agenda Note on the representation received from HADMA seeking GST rate
RI RO $\XUYHGD 80D OQ tingredieKHaged $abiibizer

A representation dated 273uly, 2020, has been received from the Haryana Ayurvedic
Drugs Manufacturers Association (HADMA(JAnnexure A) regarding Ayurveda/Unani/Siddha
(AUS) ingredient-based sanitizers, having Tulsi, Neem, aloe vera or othéar singredients,
claiming that the said goods are Ayurvedic medicamabtherefore merit classification under HS Code
3004 90 11 and should attract GST at the rate of 12%. The contention is that the clarifidateEssi
Release dated the f13uly, 2020 does not apply to AUS ingredient-based sanitizers. Their main
argument is that AUS ingredients-based sanitizers should be treated diffén@mtlgicohol-based
sanitizers for the purpose of GST levy, since AUS ingredients-based sanifizensiéa category of
$\XUYHGD pPH G Quire @ehgdumal€) e DHIgs and Cosmetics Act, 1940.

2. 6XEVHTXHQWO\ +$'0%$ ILOHG &:3 1R R EHIRUH WK
Haryana High Court, praying for accepting their above-mentioned contention negaktiS
ingredient-based sanitizers, as well as relief from enforcement action by G®¥itesg on this
DFFRXQW 7KH +RQTEOH +LJK &R%WAuyst, P@2Acopyven2losedilispo&ed WHG WK |
of the said petition with the observation that-

5,W LV KRSHG WKDW W tpHor\tanBideratisntbpte Eddnd & Mélerliest,
FRQVLGHULQJ WKH LVVXH LQYROYHG ~

3. 7KXV WKH +RQTEOH +LJK &RXUW KDV HADMA{daMtR®B WKDW WK
July, 2020 be placed before the Council for consideration.

4. Essentially, HADMA has contended that AUS ingredient-based sanitizers shaelated t

differently from alcohol-based sanitizers for purpose of GST levy, cause therfoomes under
GHILQLWLRQ RI p$\XUYHGLF GUXJVYT XQGHU WKHOUKXtHQ G & RVF
the said Act.

5. In the wake of COVID-19, hand sanitizers have become essential to meet the regslirement

of emergency arising due to the pandemic. Regarding the GST rate on sanitizers, a Press Release was
issued by the Government of India ori"1kly, 2020 €opy enclose) clarifying that hand sanitizers

are disinfectants and attract GST at the rate of 18%.

6. The World Customs Organization, jointly with the World Health Organizatiepaped a

HS Classification reference for Covid-19 medical supplV $V SHU WKH UHIHUHQFH GR
VDQLWL]HUVY KDYH BAHgdi@ oGkl geénkrally Hised  \decarease infectious agents on

the hands alcohoE D V H Gal tiaddiffed under CTH 3808 94. As per the First Schedule to Customs

Tariff Act, 1975 the corresponding 8-digit tariff item is 3808 94 00 with descripibphVLQIHFWD QW V|

Entry at serial number 87 of Schedule Il of notification No. 1/2017-Central Tag)(Batied
28" June, 2017 reads as-
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Chapter  Heading/
S. No. | Sub- Heading/ Tariff Description of goods
item

87. 3808 Insecticides, rodenticides, fungicides, herbicides, anti- spro
products and plant-growth regulators, disinfectants and si
products [other than bio-pesticides mentioned against S
78A of scheduledl]

7. The said Press Release clarified that inputs/input services for mareitddtand sanitizers

also attract a GST rate of 18%. It was mentioned that reducing the GST ratgtiarrsaand other

similar items would lead to an inverted duty structure and put the domestiofanturers at

disadvantage vis-a-vis importers. Lower GST rates help imports by mdidng cheaper. This is
DIJDLQVW WKH QDWLRQYV SROLF\ RQ $SWPDQLUEKD & HXDIUDWURR(
the lower GST rate if domestic manufacturing suffers on account of inverted dutyrstructu

8. In the above background, the representation of Haryana Ayurvedic Drugs Manufacturers
Association (HADMA) dated 27 July, 2020 was placed before the Fitment Committee for looking
into the matter before placing it before the Council.

9. The Fitment Committee examined the issue and has recommended that
Ayurveda/Unani/Siddha (AUS) ingredients-based sanitizers are classified uiiffiéetar3808 94

00 and attract 18% GST and as such there should be no distinction between them antiadedhol
hand sanitizers.

10. Accordingly, the Agenda item is placed before the GST Council for considethst

whether Ayurveda/Unani/Siddha (AUS) ingredients-based sanitizers merificiisi under HS
Code 3004 90 11, attracting GST at the rate of 12%, whereas sanitizers, in gemelassified under
3808 94 00 attracting GST at the rate of 18%.
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Annexure A

VLY 1358 334C)

HARYANA AYURVEDIC DRUGS
MANUFACTURERS ASSOCIATIONS

CHAIRMAN President General Secretary
Grievance Commiltee of Haryana ANUP BHARDWA.J VAIBHAY KAKKAR
KAMAL BHATIA - +91 86858-44444 +91 9813244147

+91 9812019986 - +91 89503-11000
+91 94160-19986 ' ;

o

N

ol

Dated : 27/27/ 2022

¢ Ao
V_)' '}

¢ W

To, ) | '
1. Secretary, Central Board of Indirect Taxes & Customs (CBIC),

Ministry of Finance, Department of Revenue, Government of India,
North Block, New Delhi, 110001,

2. Secretary, Goods and Services Tax Council Secretariat, 5% Floor,
Tower II, Jeevan Bharti Building, Janpath Road, Connaught Place,
New Delhi- 110001.

3. Chief Commissioner of Central Goods and Services Tax, SCO 407-
408, Sector 8, Panchkula, Haryana, 134109,

Subject: Urgent issuance of clarification/press releaseregarding
applicability of 12% GST to manufactures of the ‘ASU
ingredient-based _sanitizers’, who have obtained licences,
from the AYUSH Department in accordance with Section 3
clause (a) & clause (h) of the Drugs and Cosmetic Act, 1940
r/w rule 158 B of the Drugs and Cosmetic Rules, 1945, for
the reason that they are categorised under Chapter 30 (HS
Code: 30049011), which deals with the medicaments under
Ayurvedic System.

Hon'ble Sir(s),

Kindly refer to the aforementioned subject.

Euc! Lo lb
Bue T Torel LPaqe P,-{ += 5
Euwe'Il AT te 7

Regd Office : Plot No. 430, Sector-3 Ext. HSIIDC, Karnal-132001 Haryana
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S ——

HARYANA AYURVEDIC DRUGS
MANUFACTURERS ASSOCIATIONS

CHAIRMAN President General Secretary
Grievance Committee of Haryana ANUP BHARDWAJ VAIBHAV KAKKAR
KAMAL BHATIA +91 86858-44444 +91 9813244147
+91 98120-19986 +91 89503-11000
+91 94160-19986

Ref. No. : Dated : 27[o7(2+2+

In this regard it is humbly submitted that on 15.07.2020, the
Government of India through the Press Information Bureau (GOI-PIB)
made a clarification w.r.t. the GST rates on alcohol-based hand
sanitizers vide Release Id: 1638769 (enclosed as “enclosure 17). It
has been stated’in the said clarification “that hand sanitizers attract
GST at the rate of 18%". It is further stated that “sanitizers are
disinfectants like soaps, anti-bacterial liquids, dettol ete., which will
attract duty standard rate of 18%, On the basis of the above
clarification, the department started issuing show-cause notices to
every manufacturer of sanitizersincluding those who are
manufacturing the “Ayurvedic-Siddha-Unani (ASU) ingredient-based
sanitizers”, It is important to mention herein itself that manufactures

of ASU ingredient based sanitizers have obtained license under
Section 3(a) & (h) of the Drugs and Cosmetic Act, 1940 r/w rule 158
B of the Drugs and Cosmetic Rules, 1945 and is statutorily treated as
& scparate and distinct class from other manufactures of sanitizers
under both the statutes- the Drugs and Cosmetic Act, 1940 and
under the Indian Trade Clarification based on Harmonized System of
Coding’ (HS Code- 30049011 / Ayurvedic products).

It is also important to mention here Lh;':lt, by the very fact of having
the licence issued under Section 3(a) & (h) of the Drugs and Cosmetic

Regd Office : Plot No. 430, Sector-3 Ext. HSIIDC, Karnal-132001 Haryana
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CHAIRMAN President General Secrefary
Grievance Commitiee of Haryana ANUP BHARDWAJ VAIBHAV KAKKAR
KAMAL BHATIA +01 86858-44444 +91 9813244147
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+91 94160-19986

Ref. No. : Dated :

Coding (HS Code), any such issuance of show-cause notice would be
a complete derogation of Article 265 of the Constitution of India.

The reasons for the same with detailed explanation are as follows:

1. The classification as mentioned in the HS Code related to the

hand sanitisers based on Alcohol can come under three

chapters which are:

A. Chapter 30
B. Chapter 34
C. Chapter 38

The same can be concurred from the notification no. 08/2015-
2020, dt. 01.06.2020 which is enclosed as “Enclosure 3,
wherein the categorisation of the sanitizers under HS Code is
explicitly mentioned. It is apparently clear from the above
notification marked as “enclosure 3” that the alcohol based
hand sanitizers can categorized in all the above-stated three

chapters under HS Code.

RE: CHAPTER 30- PHARMACEUTICAL PRODUCTS

Regd Office : Plot No. 430, Sector-3 Ext. HSIIDC, Karnal-132001 Haryana
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CHAIRMAN President General Secretary
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Ref. No. : Dated :

RE: CHAPTER 34

Alcohol based hand sanitizers can also be categorised under
sub-heading code “3401” and “3402”". As it is not the subject

matter, the same is not discussed here-in.

RE: CHAPTER 38- MISCELLANEQUS CLEMICAL PRODUCTS

Alcohol based hand sanitizers under chapter 38 can also be
categorised under sub-heading code “3808”", which states as

follows:

Insecticides, rodenticides, fungicides, herbicides, anti-
sprouting products and plant-growth  regulators,
disinfectants and similar products, put up in forms or
packings for retail sale or as preparations or articles (for
example, sulphur-treated bands, wicks and candles, and

My-papers)

Under sub-heading code “3408”, Alcohol based hand sanitizers
can be classified under the following HS Codes:

Regd Office : Plot No. 430, Sector-3 Ext. HSIIDC, Karnal-132001 Haryana
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CHAIRMAN President General Secretary
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Ref. No. : Dated :

Alcohol based hand sanitizers under chapter 30 can be
categorised under sub-heading code “3004” which states as

follows:

“Larmonised Codes of Medicaments (excluding Goods Of
Heading 3002, 3005 Or 3006} Consisting Of Mixed Or
Unmixed Products For Thérapeutic Or Prophylactic Uses,
Put Up In Measured Doses (including Those In. The Form Of

Transdermal Administration Systems) Or In Forms Oor

Packings”

Under sub-heading code “3004”, Alcohol based hand sanitizers

can be classified under the following HS Codes:

HS Code Category Rate
30049011 Of Ayurvedic System 12%
(6%+6%)
30049087 | Antihypertensive drugs: Antibacterial 12%
formulations, not else_where specified | (6%+6%)
or included

Regd Office : Plot No. 430, Sector-3 Ext. HSIIDC, Karnal-132001 Haryana
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HARYANA AYURVEDIC DRUGS
MANUFACTURERS ASSOCIATIONS

CHAIRMAN President General Secretary
Grievance Committee of Haryana ANUP BHARDWAJ VAIBHAV KAKKAF
KAMAL BHATIA +91 86858-44444 +91 9813244147
+91 98120-19986 +91 89503-11000

+91 94160-19986

Dated :
HS Code Category Rate

380894 Disinfectants 18%
(9%+9%)

INTERPETATION OF THE CLARIFICATION ISSUED BY GOI-PIB

Regd

2. The clarification issued by . the GOI-PIB clarified that
Disinfectant mentioned under chapter 38 (HS Code 380894
includes sanitizers by stating that “sanitizers are disinfectants
like anti-bacterial liguids®. Now Anti-bacterial formulations are
mentioned under chapter 30 (HS Code: 30049087), which is for
“Antibacterial formulations, not elsewhere specified or
included”. The holistic reading of both the chapter's code (HS
Codes i.e 380894 &30049087), would clear that the Alcohol
based hand sanitizers are now specified orincluded in chapter
38 (HS Codes 380894) under disinfectants, which was earlier
characterised under chapter 30 (HS Code: 30049087-
Antibacterial formulations, not elsewhere specified or |
included”). Therefore by the virtue of the clarification by GOI-
PIB, sanitizer being antibacterial formulations, which was
earlier understood to be included under chapter 30 (HS Code: |

Office : Plot No. 430, Sector-3 Ext. HSIIDC, Kamal-132001 Haryana
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Ref. No. :

Dated :
30043087) is now clarified to be specially included in chapter
38 (HS Code 380894} under disinfectants,

It is submitted that, the above interpretation is just restricted to
sanitizers characterised under chapter 30 (HS Code:
30049087), which is for “Antibacterial formulations, not

3

elsewhere specified or included” and not even remotely related
to the sanitizers, which are mentioned in chapter 30 (HS Code:
30049011) which deals with the “Ayurvedic-Siddha-Urani
(ASU) ingredient-based sanitizers”.

4, It is important to state that the sanitizers can also be
manufactured under the Ayurvedic Method. The same can
verified with the with the letter dated 02.04.2020 issued by the
Ministry of AYUSH, which is enclosed as “Enclosure 4”. It is
also important to mention that the ayurvedic products have
been given special category under chapter 30 (HS Code:
30049011) which deals with the medicaments under Ayurvedic
System and for the same category, the GST rate is specified as
12% (6% + 6%).

Regd Office : Plot No. 430, Sector-3 Ext. HSIIDC, Karnal-132001 Haryana
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5. It is also important to draw your attention to th? aRgl‘I ’rcply
dated 16.07.2020 by the Directorate, AYUSH Department
(enclosed as “Enclosure 2”). In the said RTI, it is specifically
stated that “Any product/formulation including sanitizers,
which is approved under Section 3 clause (a) and Section 3
clause (h) of the Drugs and Cosmetic Act, 1940 and rule 158 B of
the Drugs and Cosmetic Rules, 1945 will be Ayurvedic

Medicine”. It is also important to mention that a license to

‘Ref. No. :

manufacture Ayurvedic product/formulation will only be
granted to the manufacturer, if the product/formulation is
having Ayurvedic ingredients to the satisfaction of the licencing
authority in accordance with Section 3 clause (a), Section 3
clause (h) read with Chapter 4A of the Drugs and Cosmetic Act,
1940 and rule 158 B read with rule 152, 153, 154 (2) & 157 of
the Drugs and Cosmetic Rules, 1945,

6. It is important to state that, once the product/formulation got
the sanction/approval/licence under the AYUSH Department
by the AYUSH Drug Control Authority, it shall be treated an
Ayurvedic Medicine as the same has undergone a strict scrutiny
for its approval as an ayurvedic fnedicine by the committee,
which constituted of seven members from the field of Ayurveda

Regd Office : Plot No. 430, Sector-3 Ext. HSIIDC, Karnal-132001 Haryana
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Ref. No. :

Regd Office : Plot No. 430, Sector-3 Ext. HSIIDC, Karnal-132001 Haryana

CHAIRMAN President General Secrefary
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KAMAL BHAﬂA +91 86858-44444 +91 9813244147
+31 98120-19986 +91 89503-11000

+91 94160-19986

Dated :
experts and Pharma industry. The notification dated
21.04.2017 by the Health & AYUSH Department related to the
formation and the scope of the committee is enclosed as

“Enclosure 5”.

. Keeping in view the above stated facts, the ASU ingredient-

based sanitizerswhich got the approval/licence of the AYUSH
Department by virtue of the Dn:lgs and Cosmetic Act, 1940are
being characterised as “Ayurvedic Medicaments” by the said
statutory authority. Under HS Code, the ayurvedic products are
mentioned in chapter 30 (HS Code: 30049011) which deals
with the medicaments under Ayurvedic System and for
which the GST applicable is 12% (6%+6%])and the same cannot
be charged at the rate mentioned under chapter 38 (HS Code
380894) which deals with disinfectants and which is purely

chemical in nature.

- Even otherwise, the issue is not res-integraanymore as the

same has been settled by the Hon'ble Supreme Court in
number of case which deals with the- categorisation under
Chapter 30 vis-a-vis j the ayurvedic
preducts/formulation/medicines. The Hon ble Supreme Court
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Ref. No. : Dated :

held that, if the ingredients of the products are mentioned in
the Ayurveda textbook, the product is liable to be classifies as
medicament (CCE v. Sharma Chemical Works [(2003) 5 SCC 60j).
It was further held that if a product is known to both Ayurveda
and Western Science, it will not affect the classification of the
product under Chapter 30 (Amrutanjan Ltd. v. CCE [(1996) 9
SCC 413]). It was also held that the extent or quantity of the
Ayurvedic substance will no:c ‘be relevant in determining the
product as Ayurvedic Medicament (held: even 2% ayurvedic
substance will make the product as Ayurvedic Medicament) and
further, that such ayurvedic products may not be necessary
sold under doctor’s prescription (PUMA Ayurvedic Herbal (P)
Ltd. V. CCE, Nagpur [(2006) 3 SCC 226)).

9. Keeping in view the above stated, following is the conclusion:
A. ASU ingredient-based sanitizersare treated as medicament
by the statutory authority having therapeutic or

prophylactic uses in accordance with the ASU raw

material, used for its formation.
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Ref. No. : Dated :

B. Manufactures of the ASU ingredient-based sanitizers, who
have obtained licences from the AYUSH Department in
accordance with Section 3 clause (a) & clause (h) of the
Drugs and Cosmetic Act, 1940 r/w rule 158 B of the
Drugs and Cosmetic Rules, 1945, is statutorily treated as
a separate and distinct class from other manufactures of
sanitizers who have obtained licence under Section 3
clause (b) (i)/(ii) of the Drugs and Cosmetic Act, 1940.

C. Being treated differently and distinctively by the Drugs
and Cosmetic Act, 1940, the Manufactures of the ASU
ingredient-based sanitizershaving valid licences from the
AYUSH Department have to be categorised differently
under chapter 30 (HS Code: 3004901 1). |

D.Chapter 30 (HS Code: 30049011) deals with the |
medicaments under Ayurvedic Systemand for the
same, the GST rate is specified as 12% (6% + 6%), which
is different from chapter 38 (HS Code 380894), which
deals with chemicals and for which the GST rate is
specified as 18% (9% + 9%).
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Ref, No. :

E. GOI-PIB clarification cannot be applied mechgglti?:g.ﬁy as
the same has no relation with the ASU ingredient-based
sanitizersunder Chapter 30 (HS Code: 3004901 1) which
deals with the medicaments under Ayurvedic System.
GOI-PIB clarification is only to clarify the confusion by
virtue of ‘the mention of “Anti-bacterial formulations”
under chapter 30 (HS Code: 30049087) vis-a-vis
disinfectants mentioned wunder chapter 38 (HS Code
380894). The same construction can be adduced from the
very text of the GOI-PIB clarification where it states that
“sanitizers are disinfectants like anti-bacterial liquids”,

PRAYER:
Therefore, through this representation, it is requested to you to do

the following:

i, Issue an urgent clarification to the concerned authorities to
clarify that GOI-PIB clarification dated 15.07.2020 vide Release
Id: 1638769 is not related to the manufactures of the ASU
ingredient-based sanitizers, having Tulsi, Neem, aloevera or
other similar ingredientscoupled with the fact that they have
obtained licences from the AYUSH Department in accordance

Regd Office : Plot No. 430, Sector-3 Ext. HSIIDC, Karnal-132001 Haryana ,
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Ref. No. :

) Dated :
with Section 3 clause (a) & clause (h) of the Drugs and
Cosmetic Act, 1940 r/w rule 158 B of the Drugs and Cosmetic
Rules, 1945, for the reason that they are categorised under
Chapter 30 (HS Code: 30049011), which deals with the
medicaments under Ayurvedic System.

ii. Consequentially to set aside all show cause notices being issued
by the GST department askiné to deposit the GST @ 18%,
rather than the GST as paid @12% to the manufactures of the
ASU ingredient-based sanitizers, who have obtained licences
from the AYUSH Department in accordance with Section 3
clause (a) & clause (h) of the Drugs and Cosmetic Act, 1940 r/w
rule 158 B of the Drugs and Cosmetic Rules, 1945, for the
reason that they are categorised under Chapter 30 (HS Code:
30049011), which deals with the medicaments under
Aygurvedic Systei.

iii. If the above request will take some time for its proper
adjudication, then a directive should be issued to the concerned
GST authorities to keep all the show cause Notices in abeyance,
not to finalize the assessment and further not to adopt to any

coercive methods of recovery, till the pendency of this
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Ref. No. : Dated :

representation, from the manufactures of the ASU ingredient-
based sanitizers, who have obtained licences from the AYUSH
Department in accordance with Section 3 clause (a) & clause (k)
of the Drugs and Cosmetic Act, 1940 r/w rule 158 B of the
Drugs and Cosmetic Rules, 1945,

LAW,

Sincerely, -
P

Settled By: éﬁﬁlm
MANIK SETHI LAW OFFICE Chairman Grievance
#9, Birbal Road, Jangpura Ext., Haryana AYusH Drugs
N-Delhi-110014 Manufacture Association
8376959827,

lawofﬁce@rnaniksethi.in

Enclosures:

1. Government of India through the Press Information Bureau
issued clarification dated 15.07.2020 w.r.t. the GST rates on
alcohol-based hand sanitizers vide Release Jd- 1638769,
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Ministry of Finance

Clarification on issue of GST rate on alcohol based
hand sanitizers

Postert O, 15 JUL 2020 $AGPM by F1B Dei

The issue of GST rate on alcohol based hand sanitizers has been reported in few
sections of media. .

it ls stated that hand sanitizers attract GST at the rate of 18%. Sanitizers are
disinfectants like soaps, anti-bacterial liquids, dettol etc which all attract duty
standard rate of 18% under the GST regime. The GST rates on various lfems are

decided by the GST Council where the Central Government and all the stale
governiments together deliberate and take decisions.

it is further clarified that inputs for manufacture of hand sanitizers are chemicals
packing material, input services, which also attract a GST rate of 18%. Reducing the
GST rate on sanitizers and other simitar items would lead to an inverted duty structure
and put the domestic manufacturers at disadvaniage vis-a-vis imparters. Lower GST
rates help imports by making them cheaper. This is against the nation's policy on
Atmanirbhar Bharat. Consumers would also eventually not benefit from the lower GST
rate if domestic manufacturing suffers on aceount of inverted duty structure.

Fh ke dh RNk

RM/KMN

(Release ID! 1638769) Visitor Gountar: 42

Pagel87of 215

Agenda for 42nd GSTCM Volume 1




128 !
| 0B

Government of Haryana
Health and Ayush Department
NOTIFICATION
In Super Session of Haryana Govi. Notification
60/3/2008-4HB-IV dated 16.09.2014, the expert
committee under rule 154(2) of Drugs and Cosmetics
Rule 1945 is reconstituted as under:-

Dr. Satish Khatkar Chairperson
Licensing Authority-Cum-

District Ayurvedic Officer,

Sonepat

Dr. Dalbir Singh Rathi Member Secretary
District Ayurvedic Officer, -
Cum- Ddrug Inspector,

Panipat

Dr. Naracsh Bharagav,
Associate Professor Member,
M.D. (Dravyaguna] Bhagat
Phool Singh Mahila, Govt.
Ayurvedic College, Khanpur
Kalan, Sonepat.

Dr. Vinay Chaudhary, Member
M.D. {Panchkarma) Ayurvedic
Medical Officer, GAD
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Rathdhana, Distt. Sonepat.

Dr. Gulam Nasir, Member
Unani Medical Officer,

Director of Ayush, Haryana,

Panchkula

Dr. Yudvir Dhama Member
M.D. (Ras Shastra) Ayurvedic

Medical Officer, GAD Kheri

Tagga, Distt. Sonepat.

Dr.Jai Deep Member
B. Pharma, Chemist, Baidyog,

Pharmacy, Plot No.321, Rai,

Indl. Area, Sonepat

The following direction shall be applicable:-

(@)

(1)

The meeting of expert committee may be called by
State Licensing Authority as per requirement of the
work load. The quorum of the committee will be four
members,

The above referred expert committee shall scrutinize

the patent/ proprietary/ Ayurvedic or Unani
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Medicines being submitted in the office of Licensing
Authority for their license / approval.

(iiij The member who will not attend three meeting
continuously will ceases by the member of this
committee.

{ivy The term of the committee will be two years from the
date of issuances of these orders.

{vj No TA/DA or any other remuneration will be given to

the non official members.

Dated: Chandigarh
the 21.04.2017

Amit Jha
Principal Secretary to Govt. Haryana
Health and Avush Department.
Endst. No. 60/3/2008-4 HB-1V

Dated Chandigarh, the 26.04.2017

A copy is forwarded to the following for information and

necessary action:-

1. The Secretary to the Government of India, Ministry of
Health and Family Welfare, Red Cross Building, Red
Cross Road, New Delhi-110001

2. The Director General, Ayush, Haryana, Near Youth
Hostel, Sector-3, Panchkula -
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3. All members concerned.

sd/-

Deputy Secretary Health

For Principal Secretary to Govt, Haryana
Health and Ayush Department

/| True Copy/ /
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Directorate Aayush Department, Haryana
Sector-3, Panchkula
Diary No. 10978 Diary No. 20.07.2020
Subject: For providing information under Right

to Information Act, 2005 to Shri
Purushottam Agarwal, 581/9, Khasra
No. 4653/280, Dhavanpur Road,
Diladabad Road, Industrial Area,
Gurugram 122001,

With reference to your letter No.
R.T.I/P.()/E-6/Aayu/Hari/2020/19733 dated
13.07.2020 on the above cited subject.

Following is the pointwise reply to the
information sought by the Applicant Shri Purushottam
Aggarwal, 581/9, Khasra N0.4653/280, Dhawanpur
Road, Diladabad Road, Industrial Area, Gurugram:-

Serial | Information sought by Remarks by

No. the Applicant department/
information

1 Under which law | Approval grants under

Aayush  Department | Section 3 Clause (a) and
gives approval to any|Section 3 Clause (h) of
Aayurvedic medicine? | the Drug and Cosmetics
Act, 1940 and Rule
158B of Drug and

Pagel92of 215
Agenda for 42nd GSTCM Volume 1




o2 |

(' 2

Cosmetic Rules, 1045

Any product which is
being approved by
Aayush  Department
what it will be called
whether  Aayurvedic

Any formula/ product
approved under Section
3 Clause (a] of Drug
and Section 3 Clause
(h) of the Drug and

Medicine,  Allopathy, | Cosmetics Act, 1940

Homeopathy, Food | and Rule 158B of Drug

Products (FSSAI) or|and Cosmetic Rules,

Cosmetic Product 1945 will be Aayurvedic
/ Sidha/ Unani
medicine,

Kindly provide | Copy of Notification

information about the | dated 21.04.2017

committee constituted | issued by the

for approval of | Government is

Ayurvedic  Medicines  attached.

and their rele in

approving the

medicines.

According to Drug &
Cosmetic Act, 1940
{Indian  Government)

Any formula/ product
approved under Section
3 Clause (a) of Drug

apart from | the|and Section 3 Clause

'medicines consumed |(h) of the Drug and

through mouth, | Cosmetics  Act, 1940

additional ointments and Rule 158B of Drug

(like oil, ointment, and Cosmetic Rules,

cream, eye drops, | 1945 will be Aayurvedic
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sanitizer etéj comes
under which category.

T
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/  Sidha/  Unani!
medicine,

Formulas which have
been approved by
Aayush  Department
for Hand Sanitizer etc.,
under which they have

been approved
whether Allopathy,
Homeopathy, Food
Products (FSSAI} or

Cosmetic Products, so
please clarify whether
those products will be
called Aliopathic
Medicine, :
Homeopathic
Medicine, Food
Products (FSSAI or
Cosmetic Products or
Ayurvedic medicines,

Any formula/ product
approved under Section
3 Clause (a) of Drug
and Section 3 Clause
fh) of the Drug and
Cosmetics Act, 1940
and Rule 158B of Drug
and Cosmetic Rules,
1945 will be Aayurvedic
/ Sidha/ Unani
medicine.

of
is

Hindi meaning
disinfectant

“Roganuo se mukt
karne wala” and
according to Ayurvedic
ethology Neern, Tulsi,
vinegar, lemon and
essential Oil like Tea

The information cannot
be furnished as the
information demanded
is in form of question
and do not satisfy the
Definition of
Information under Sub-
Section (fj of Section (2)
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Tree Oil peppermint | of RTI Act, 2005,
etc. are accepted as
disinfectant and neem
is also used to prepare
fertilizer for pouring it
in the fields to kill
germs. In Ayurveda
there is written about
Yagya for purifying the
environment. So for
these medicines, can
we use the word
Disinfectant” in the
Ayurveda. Kindly
clarify.

This is for your information and necessary action.
Sd/- State Licensing Authority
Directorate Aayush Department Haryana
To,
State Public Information Officer and Supervisor
Directorate Aayush Department Haryana
Panchkula
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Asha- Letter
No.45/RTI/Drug/Aayu/Hari/2020/20
162

Dated 16.07.2020
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~ 5% 55
/ Qb
F. No. Z 25023 10912018-2020-DCC (AYUSH)
Government of India
Ministry of Ayurveda, Yoga & Naturopathy, Unani, Siddha and Homoeopathy (AYUSH)
Datzd: 2 April, 2020,

Subject: Expediting the process for grant of approvalllicenselrenewal of license for manufacturing
of ASU Immunity boosting healthcare products and sanitizers- reg,

Reguisiory and quallty conbiol provisions for the mamfacturing of Ayurvadic. Siddhe and Uneni
augdmaﬁnesmdernmgsw%fnmm19iowRulesleuImedbmecenﬂng
Autherities/Drug Controfiers sppointed by the State/UT Govemment, Due 1o COVID 19 outbreak, the need for
whl'n:mofmubasedimmmlyboos&npm&dsfurmmmléendhandwi‘mmmmaiMy
smghasized and their demand has incraassd mandold. In this recard, some drug manufacturers engagad in or
ntarestad 1o proceed for producing ASU Ingredients-based such products have represented to e Central
Government about the problems being faced in the Stales/UTs for grant of renewal of licenselapproval in the
current sfuation,

Whiereas Hon'ble Prime Ministsr during intataction with the AYUSH stakeholders via vidao-conference on
28" March, 2020 mter alia suggested for ASU medicines manufacturers 1o ulilize their resources towards
aroduging essential items like sanitizars and highlighted the impact of traditional practices towards oosting
Imresinity of healthy pecple lo piay the important rale in India's fight against COVID-19.

' ' being l appmvad under your
Junsdiction. .

This is sssued with the approval of Secretary (AYUSH), Govemment of India.

Wﬁ/t./

Adviser (Ay.) and Head, Drugs Policy Section
To
All State/UT Licansing Authorities and Drug Controllers of AYUSH

Copy for information to;
i) Principal Sacretaries/Secretaries (Heath/AYUSH) of all Staes/UTs,
i) ASU Drugs Manufacturers Associations
1
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(Te Be Published in the Gazette of India Extracrdinary Part-Il, Section - 3, Sub<Section (1))

Clovernment of tndia
Minisiry of Commuree & Indusiey
Depanment of Commerce
Directorate General of Foreign Trade
Uidyog Inawan
New Delki

Subfcet: - Amendment in Export Policy of Aleohol based Mand Sauitizers.

S0.18) In exereise of powets conferred by Seetion 3 of the Foreagn Teode (Development &
Regulation) Act, 1992 (No. 22 of 1992). oy amended, read with Para' | 02 and 2.00 of the
Forcign Teade Policy. 2015-20, the Central Govemment horebsy makes the following
amendments to the Notification No. 04 duted 06,05.2020 related o the expart palicy of
Aleohol based Hand Sanitizers, with immediato effect; ‘

SNo | TTC HS Codes Deseription Preseat Poficy
00 A!t_\:ﬁ llim Hamd 2
2075 . i Cuhers i
ca)ttﬂl 2o er . Profiibited
exas02 Pempe
I8iNed

2. Effect of this Narification:

the Notification No. 13 dated 06,05.2020 is amended to the extent that only “Akohol
based Hand Sunitisers™ exported in containers ‘with the Dispeaser Purmp, fulling under
any ITCHS Code including the HS Codes mentioned above, are probibited for export.
Alcobiol based Hand Sanitiscrs exported in any other form/packging ave "free” far
exports, with immediate offect, f

All other items fulling under the above HS Codes are freely exportable.

Director-Genersl of Foreign Trade
ExsUOffici Additionnl Segretary, Govermment of India
E-mailt dgfidnic.in

(Issued from file No. QLSRG I/AMVECE-21207)
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Agenda ltem 10 Review of Revenue position

1. The Table 1 below gives the details of gross revenue collected as Central GoBdevares
Tax (CGST), State Goods and Services Tax (SGST), Integrated Goods and ServiceSTaaifti
Cess from April#August, 2020.

Table 1': Gross GST revenue during 2018-19, 2019-20 and 2020-21 (Figures in Rs. Crore)

, Q Crore) 2018-19 2019-20 2020-21
(Apr-Mar) (Apr-Mar) (Apr-Aug)
CGST 2,02,444 2,27,442 66,429
SGST 2,78,817 3,09,231 85,315
IGST 5,98,739 5,86,699 1,77,890
Domestic 3,08,243 3,19,422 93,964
Imports 2,90,495 2,67,271 83,926
Comp Cess 97,369 98,745 29,478
Domestic 87,29( 88,303 26,270
Imports 10,08( 10,442 3,208
Total 11,77,369 12,222,116 3,59,112
"Figures rounded to nearest whole number
2. The Table 2 below shows the IGST collected, refunded and settled/apportioimedtider

current FY (2020-21)

Table 2: *IGST Collection/Settlement/Apportionment/Refund from $SU §$ X J
(Figures in Rs. Crore)

1 Collections (+) 1,77,890
2 Recovery from IGST Ad-hoc apportionment(+) 0
3 Refunds (-) 29,823
4 Settlement (-) 1,22,231
() |CGsT 66,873
(i) | SGST 55,358
5 CGST ad hoc (-) 0
6 SGST ad hoc (-) 0
7 Net (1+2-3-4-5-6) 25,836

* Figures rounded to nearest whole number

Compensation Fund

3. As per provision of GST (Compensation to States) Act, 2017 the Compensaisorolliected

since implementation of GST w.e.f. 01.07.2017 till August, 2020 and the compensation released are
shown in the table below:
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Table 3: Compensation Cess collected and compensation released

(Figures in Rs. Crore)

2017-18 2018-19 2019-20 2020-21 Total
Compensation ceg 62,612 95,081 95,444 28,236 2,81,373
collected (Net) (till Aug)
Compensation releaseq 41,146 69,275 1,20,498 65,546.20 2,96,465*
Balance 21,466 25,806 (25,054) (37,310.20) (15,092)

*Centre had transferred Rs. 33412 crore from CFI to cess fund as part of a@seeter@pportion
balance IGST pertaining to 2017-18.

Trends in Monthly Revenue

4.

Figure 1 shows the trends in gross GST revenue in FY 18-19, FY 19-20 & FY 20-21. Figure 2

shows the month-on-month growth rate for each month since April, 2020 till August, 2020.
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Figure 2: Month-on-Month growth in total gross GST Revenues (April-Aug, 2020)
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Gap with respect to base revenue

5. The State-wise details of gap between the protected revenue and gross SGST revenue
(including settlement) for the April-August period in the current year as ceshparthe same period

in the previous year may be seen in the Table 4. This information is alsteddpithe graph placed

at Figure 3.

Table 4: Revenue Gap during the period April-August

Arunachal Pradesh
Mizoram -59 0
Nagaland -34 11
Manipur -36 24
Sikkim -25 41
Telangana 11 48
Andhra Pradesh 11 48
Tripura 19 50
Uttar Pradesh 11 51
Odisha 27 51
Bihar 22 53
Assam 12 53
Rajasthan 20 53
Haryana 25 55
Maharashtra 17 55
Madhya Pradesh 21 56
Tamil Nadu 13 56
West Bengal 16 56
Karnataka 28 56
Jharkhand 20 57
Chhattisgarh 33 58
Meghalaya 10 59
Guijarat 23 60
Delhi 30 62
Kerala 25 63
Himachal Pradesh 40 65
Jammu and Kashmir 36 66
Uttarakhand 34 68
Punjab 43 69
Goa 37 70
Puducherry 57
Average 21 56
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Figure 3: Revenue Gap during the period April-Aug

Page2050f 215
Agenda for 42nd GSTCM Volume 1



Trends in Return filing

6. The table below shows the trend in returns in FORM GSTR-3B till due datdlatate for
return periods up to August, 2020.

Table 5: Return filing (GSTR-3B) till due date and till date

Return Period | Eligible Till due date Till 24™ Sep, 2020
taxpayers Filed % Filed %
Apr 1,04,14,263 | 8,63,169 8% 86,94,518 83%
May 1,03,42,810 | 23,97,512 23% 85,37,097 83%
Jun 1,03,98,099 | 34,51,281 33% 81,01,697 78%
Jul 1,05,65,995 | 38,02,548 36% 73,57,861 70%
Aug 1,07,04,873 | 56,45,602 53% 56,45,602 53%

Figure 4: GSTR-3B Filing

100%
0 0
83% 83% 2804
80% 70%
60% 53%
40% 53%
0% 33% 36%
23%
0% 8%
Apr May Jun Jul Aug

—Till due date —Till 24th Sep, 2020
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Table 6: State-wise Return filing (GSTR-3B) till due date

Agenda for 42nd GSTCM Volume 1

STATE CD STATE April May |June |July | Aug
1 Jammu and Kashmir 8% 25% | 33% 32% | 51%
2 Himachal Pradesh 10% 27% | 39% 40% | 59%
3 Punjab 7% 26% |41% |43% |57%
4 Chandigarh 9% 27% | 46% |47% | 61%
5 Uttarakhand 13% 28% | 36% 39% | 54%
6 Haryana 9% 26% [39% |41% | 56%
7 Delhi 7% 21% | 33% 35% | 50%
8 Rajasthan 7% 27% | 38% |41% | 58%
9 Uttar Pradesh 8% 26% | 36% 38% | 57%
10 Bihar 8% 23% | 22% 25% | 46%
11 Sikkim 15% 26% | 30% 32% | 42%
12 Arunachal Pradesh 11% 17% | 20% 23% | 33%
13 Nagaland 14% 21% | 29% 26% | 40%
14 Manipur 7% 13% | 21% 15% | 27%
15 Mizoram 21% 27% | 35% 27% | 43%
16 Tripura 12% 27% | 34% 35% | 53%
17 Meghalaya 17% 33% | 35% 35% | 52%
18 Assam 10% 22% | 22% 25% | 40%
19 West Bengal 7% 24% | 31% 31% | 51%
20 Jharkhand 10% 26% | 33% 34% | 52%
21 Odisha 13% 27% | 29% 31% | 52%
22 Chhattisgarh 9% 19% | 32% 32% | 42%
23 Madhya Pradesh 7% 21% | 34% 37% | 54%
24 Gujrat 4% 23% |45% | 48% |64%
25 Daman and Diu 8% 21% | 44% 40% | 0.2%
26 Dadra and Nagar Haveli 8% 21% | 41% | 29% | 50%
27 Maharashtra 5% 15% | 26% 30% | 44%
29 Karnataka 14% 28% | 32% | 40% | 56%
30 Goa 12% 20% | 29% 31% | 42%
31 Lakshadweep 10% 17% | 25% 25% | 32%
32 Kerala 8% 17% | 24% 27% | 40%
33 Tamil Nadu 10% 24% | 33% 37% | 55%
34 Puducherry 14% 25% | 36% 35% | 50%
35 Andaman and Nicobar Is. 4% 17% 28% 15% | 31%
36 Telangana 12% 24% | 33% 32% | 47%
37 Andhra Pradesh 11% 25% | 33% 33% | 52%
38 Ladakh 29% 23% | 36% 36% | 48%
97 Other Territory 12% 20% | 54% 62% | 66%
Grand Total 8% 23% | 33% 36% | 53%
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Table 7: State-wise Return filing (GSTR-3B) till 24" September, 2020

Agenda for 42nd GSTCM Volume 1

STATE CD STATE April May June July | Aug
1 Jammu and Kashmir 83% 82% 76% 66% | 51%
2 Himachal Pradesh 88% 87% 83% 74% | 59%
3 Punjab 90% 88% 83% 75% | 57%
4 Chandigarh 91% 91% 86% 77% | 61%
5 Uttarakhand 83% 82% 78% 69% | 54%
6 Haryana 86% 85% 80% 71% | 56%
7 Delhi 79% 79% 75% 66% | 50%
8 Rajasthan 88% 87% 82% 73% | 58%
9 Uttar Pradesh 85% 85% 80% 72% | 57%
10 Bihar 80% 79% 70% 62% | 46%
11 Sikkim 74% 72% 66% 58% | 42%
12 Arunachal Pradesh 57% 56% 51% 44% | 33%
13 Nagaland 68% 65% 61% 53% | 40%
14 Manipur 51% 49% 44% 36% | 27%
15 Mizoram 67% 66% 62% 55% | 43%
16 Tripura 79% 78% 73% 67% | 53%
17 Meghalaya 69% 68% 66% 61% | 52%
18 Assam 72% 69% 63% 54% | 40%
19 West Bengal 80% 79% 73% 65% | 51%
20 Jharkhand 85% 83% 7% 68% | 52%
21 Odisha 86% 84% 7% 68% | 52%
22 Chhattisgarh 84% 81% 75% 64% | 42%
23 Madhya Pradesh 92% 91% 86% 76% | 54%
24 Gujrat 90% 90% 88% 82% | 64%
25 Daman and Diu 85% 84% 81% 70% | 0%
26 Dadra and Nagar Haveli 84% 83% 80% 46% | 50%
27 Maharashtra 79% 78% 73% 64% | 44%
29 Karnataka 85% 84% 80% 74% | 56%
30 Goa 69% 68% 65% 56% | 42%
31 Lakshadweep 51% 50% 48% 42% | 32%
32 Kerala 80% 78% 73% 62% | 40%
33 Tamil Nadu 85% 84% 81% 73% | 55%
34 Puducherry 82% 81% 7% 68% | 50%
35 Andaman and Nicobar Island 63% 61% 55% 43% | 31%
36 Telangana 75% 74% 70% 63% | 47%
37 Andhra Pradesh 81% 81% 7% 70% | 52%
38 Ladakh 82% 73% 66% 60% | 48%
97 Other Territory 80% 75% 73% 73% | 66%
Grand Total 83% 83% 78% 70% | 53%
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Agenda Iltem 12: Status report of creation of GRC Zone-wise (CBIC) and States / UEs on

04.09.2020

Reference is invited to the B88neeting of the GST Council held on 18.12.2019, wherein
constitution of Grievance Redressal Committee at Zonal / State level, consistioi éZentral tax
and State tax officers, representatives of trade and industry and other G3iblskais for establishing
a mechanism to tackle grievances of tax payers was approved.

2. In view of the above decision, an order regarding constitution of Grievance Redressal

Committee was issued by the CBIC vide F.N0.20/10/16/2018-GST(Pt.1) dated 24.12.2019.

3. Accordingly, OM dated 30.12.2019 was issued by GSTC Secretariat for constifition

Grievance Redressal Committee at Zonal / State level. Reminder was also sent to the peeslihg Stat
Zones vide OM dated 02.06.2020, 20.07.2020, DO letter dated 24.08.2020 and OM dated 16-09-2020.

4, As a result of the above, the following GRCs have been constituted bytdse/&tas / CBIC

Zones as on 04-09-2020

Agenda for 42nd GSTCM Volume 1

S. State / UT CBIC Zone Details of Order constituting GRC

No.
1. | Jammu and Kashmir Order No. 02/2020 dt. 23.01.2020
2. | Himachal Pradesh Order No. 04/2020 dt. 23.01.2020
3. | Punjab Chandigarh Order No. 03/2020 dt. 23.01.2020
4. | Chandigarh Order No. 01/2020 dt. 23.01.2020
5. | Ladakh Order No. 02/2020 dt. 23.01.2020
6. | Andhra Pradesh Vishakhapatnam Order No. 01/2020 dt. 31.01.2020
7. | Arunachal Pradesh Order No. 02/2020 dt. 11.03.2020
8. | Assam Order No. 01/2020 dt. 11.03.2020
9. | Manipur Order No. 03/2020 dt. 11.03.2020
10| Meghalaya Guwabhati Order No. 04/2020 dt. 11.03.2020
11| Mizoram Order No. 05/2020 dt. 11.03.2020
12| Nagaland Order No. 06/2020 dt. 11.03.2020
13, Tripura Order No. 07/2020 dt. 11.03.2020
14| Bihar Ranchi Order No. 01/2020 dt. 21.02.2020
15, Jharkhand Order No. 02/2020 dt. 21.02.2020
16, Chhattisgarh Bhopal Order No. NIL dt. 20.01.2020
17| Madhya Pradesh Order No. NIL dt. 20.01.2020
18, Delhi Delhi Order No. 01/2020 dt. 10.06.2020
19| Goa Pune Order No. 01/2020 dt. 15.01.2020
20, Karnataka Bengaluru Order No. 01/2020 dt. 10.01.2020
21, Kerala Thiruvananthapuram Order No. 01/2020 dt. 10.02.2020
22| Lakshadweep Order No. 01/2020 dt. 03.07.2020
23. Mumbai Order No. 04/2020 dt. 10.01.2020
24| Maharashtra Pune Order No. 02/2020 dt. 15.01.2020
25. Nagpur Order No. 01/2020 dt. 28.01.2020
26. Odisha Bhubaneswar Order No. NIL dt. 05.03.2020
27, Rajasthan Jaipur Order No. 01/2020 dt. 16.01.2020
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28, Sikkim Kolkata Order No. 33/2020 dt. 20.02.2020
29. West Bengal Order No. 62/2020 dt. 29.05.2020
30, Telangana Hyderabad Order No. 01/2020 dt. 29.01.2020
31. Uttar Pradesh Meerut Order No. 01/2020 dt. 01.02.2020
32. Lucknow Order No. 01/2020 dt. 27.02.2020
33, Uttarakhand Meerut Order No. 01/2020 dt. 01.02.2020
34, Vadodara Vadodara Order No. NIL dt. 05.02.2020
5. Following States / UTs / CBIC Zones have not yet constituted GRC. The GST ICounci

Secretariat has reminded them vide OM dated 02.06.2020, 20.07.2020, DO letter dated 24.08.2020

and OM dated 16-09-2020.

S. No. | State / UT CBIC Zone Status of constitution of GRC
1. | Andaman and Nicobar Islang Kolkata Pending
2. Dadra Nagar Haveli, Vadodara Pending
Daman and Diu
3. Guijarat Ahmedabad Pending
4. Haryana Panchkula Pending
5. Puducherry . Pending
a h -
0. Tamil Nadu Chennal Pending
6. The GSTN has created a specific portal uploading the grievances received in thiegs mee

for the purpose of escalating the same to the appropriate authority. The CBIC/ &Btates / UTs

have been requested to take Login credentials for the specific portal where the GRC is constituted.

7. The latest status of the aba@nstitution of Grievance Redressal Committee at Zonal /
State level for redressal of grievance of taxpayers on GST related issugeglaced before the 42
meeting of the GST Council scheduled on 05.10.2020 for information.
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Agenda ltem 13: Performance Report of the NAA (National Anti-profiteering Authority) for the
15t quarter (April to June, 2020) for the information of the Council

In terms of provisions of clause (iv) of Rule 127 of the CGST Rules 20dfioridl Anti-
Profiteering Authority (NAA) is required to furnish a performance remothé¢ GST Council by 10th
of the closing of each quarter. Anti-profiteering provisions are contained undiendeatt of the CGST
Act, 2017 which empowers NAA to determine as to whether benefit of reduced rate of tax or the Input
Tax Credit (ITC) has been passed on to the recipient by way of commensdration in the prices
and in case of failure, NAA may order reduction in prices, commensurate lemefitpient, impose
penalty and cancel registration, in suitable cases.

2. Anti-profiteering mechanism under GST is a multi-tier mechanism. Téthoaology of
examination of the complaints to determine profiteering is asunder:

I. State Level Screening Committee (SLSC) examines State level complaint and
recommends to the Standing Committee(SC);
ii.  SC, in addition to complaints recommended by SLSC, also receives complaint directly
in respect of suppliers having pan India or presence in more than one State/UT,;
iii. SC examines and sends recommendation to the DG, Anti-profiteering (DGAP).
iv.  DGAP then completes investigation, within a period of 3 months, and furnishes a report
of its findings to NAA.
v. Based on the report from DGAP, NAA determines all aspects relating toeprofg,
passes its order regarding reduction in prices; return of amount to redipiposition
of penalty; and cancellation of registration.
3. Accordingly, the performance report of anti-profiteering at various léuetise quarter ending
June, 2020 of Financial Year 2020-21, is as under:

3.1. Performance dfiational Anti-Profiteering Authority :

Opening [No. of Investigation Disposal of Cases (during Quarter) Closing
Balance [Reports receiveqTotal Disposall No. of casesNo. of cases| No. of casesBaance
from DGAP during|during quarter | Where Where referred back tg
the quarter Profiteering  |Profiteering not | DGAP

established |established

66 21 21 14 01 06 66

3.2. Performance of DG(Anti-profiteering) for quarter ending March, 2020 & June, 2020:

Opening  |Receipt Category of cases received Disposal Mode of disposal (Closing
Balance cases Balance
(No. Construction | FMCG [Restaurant| Cinema |Others Report to| Report  [(No.  of
of Services Services NAA to NAA cases)
cases) confirmin | for

g closure

profiteerin | action

g

Quarter- January to March, 2020

91 32 21 6 3 1 1 43 37 6 80

Quarter- April to June, 2020

80 45 29 5 2 5 4 9 7 2 116
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3.3. Performance report of tlganding Committeeon Anti-profiteering

Quarter Opening Balance| Receipt Disposal Closing Balance (No
(No. of cases) of cases)
January to 165 88 165 88
March, 2020
April to June, 88 58 115 31
2020
3.4. Performance report from tB¢ate Level Screening Committee
Quarter| Opening Disposal Closing
Balance [Receipt| Cases referred to Cases Rejected Balance
(No. Standing (No.
of cases) Committee of cases)
January to 92 107 111 47 41
March,
2020
April to| 38 38 29 31 16
June, 2020

Note $ GHWDLOHG SHUIRUPDQFH RI HDFK 6WDWH /HYH®@® 6FUHHQLC

4, Due to corona pandemic outbreak, the orders in cases where in the limitasiaxpiring
between 20.03.2020 and 29.03.2020 might not be passed within a period of 6 months framdhe da
receipt of the report from the DGAP due to force majeure. Accordinglprtiees were passed in terms

of the Notification No. 35/2020-Central Tax dated 03.04.2020 issued by theoBimdia, Ministry of
Finance (Department of Revenue), CBIC under Section 168A of the CGST Act, 2017 aschviginde

the Notification No. 55/2020-Central Tax dated 27.06.2020. Also the hearings scheduled from
01.04.2020 to 31.05.2020 could not be held due to extended lockdowns in Delhi till 31.05.2020.
Thereafter, personal hearing has been accorded only on the specific requesntareébted parties
preferably through video conferencing.

5. The complaints received by the Authority during the Quarter were forwardesl resiiective
Screening Committee/Standing Committee where allegation of profiteeringp@ras The complaints
related to enforcement issues and where allegation relates to tax-evasiaeretégrwarded to the
Jurisdictional Chief Commissioners and CCTs for necessary action.

6. Accordingly, the ¥ quarterly report of the National Anti-profiteering Authority for fheriod
from April to June 2020is placed before the GST Council.
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Annexure A

Performance Report of the State Level Screening Committee for Quarter (January to Mah
2020)
S.No | States Recieved/No|Opening Reciept| Disposal Closing
t Received |Balance Balance
Standing | Rejected
Committee
1 Andhra Pradesh 6 4 0 4 0 0
2 Arunachal Pradesh 6 0 0 0 0 0
3 Assam 6 0 0 0 0 0
4 Bihar 6 0 6 4 2 0
5 Chhattisgarh 6 0 2 1 0 1
6 Goa 6 0 2 0 2 0
7 Guijarat 6 6 4 2 4 4
8 Haryana X
9 Himachal Pradesh 6 0 0 0 0 0
10 Jammu and Kashmir | 6 0 0 0 0
11 Jharkhand 6 0 3 0 1 2
12 Karnataka 6 2 25 17 4 6
13 Kerala 6 9 6 0
14 Madhya Pradesh 6 4 2 2
15 Maharashtra 6 3 20 23 0 0
16 Manipur 6 0 0 0 0 0
17 Meghalaya 6 0 0 0 0 0
18 Mizoram 6 0 0 0 0 0
19 Nagaland 6 0 0 0 0 0
20 NCT of Delhi 6 7 23 2 14 14
21 Odisha 6 0 0 0 0 0
22 Puducherry 6 0 0 0 0 0
23 Punjab X
24 Rajasthan 6 1 0 0 1 0
25 Sikkim 6 0 0 0 0
26 Tamil Nadu 6 4 1 1 4 0
27 Telangana 6 14 3 4 5 8
28 Tripura 6 0 0 0 0 0
29 Uttar Pradesh 6 29 7 32 0 4
30 Uttarakhand 6 5 1 6 0 0
31 West Bengal 6 9 11 2 0
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92

107

111

47
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Performance Report of the State Level Screening Committee for Quarter (April to June 20)

S.No | States Recieved/N | Opening| Reciept Disposal Closing
ot Received | Balance Balance
Standing | Rejected
Committee

1 Andhra Pradesh 6 0 0 0 0 0
2 Arunachal Pradesh 6 0 0 0 0 0
3 Assam 6 0 0 0 0 0
4 Bihar 6 0 12 0 11 1
5 Chhattisgarh X

6 Goa 6 0 0 0 0 0
7 Guijarat 6 4 0 0 0 4
8 Haryana 6 0 0 0 0 0
9 Himachal Pradesh 6 0 0 0 0 0
10 Jammu and Kashmir| 6 0 0 0 0 0
11 Jharkhand 6 2 0 0 0 2
12 Karnataka 6 6 4 9 0 1
13 Kerala X

14 Madhya Pradesh X

15 Maharashtra 6 0 0 0 0 0
16 Manipur 6 0 0 0 0 0
17 Meghalaya 6 0 0 0 0 0
18 Mizoram 6 0 0 0 0 0
19 Nagaland 6 0 0 0 0 0
20 NCT of Delhi 6 14 14 1 20 7
21 Odisha X

22 Puducherry 6 0 0 0 0 0
23 Punjab X

24 Rajasthan 6 0 0 0 0 0
25 Sikkim 6 0 0 0 0 0
26 Tamil Nadu 6 0 0 0 0 0
27 Telangana 6 8 1 9 0 0
28 Tripura 6 0 0 0 0 0
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29 Uttar Pradesh 6 4 3 7 0 0
30 Uttarakhand 6 0 0 0 0 0
31 West Bengal 0 4 3 0 1
26 38 38 29 31 16
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File No: 547/42¢ GSTCM/GSTC/2020

GST Council Secretariat

Room No0.275, North Block, New Delhi
Ddt&kgémber 2020

Revised Meeting Notice for the 42 Meeting of the GST Council scheduled on'5October 2020

The undersigned is directed to refer to the subject cited above and to sag #2%Neeting
of the GST Council will be held ori"®ctober 2020 as follows:

Monday, %' October, 2020 : 1100 hours onwards
2. The agenda items for the"@Rleeting of the GST Council will be communicated in due course
of time.
3. Please convey the iLWDWLRQ WR WKH +RQYEOH OHPEHUV RI WKH *67
(-Sd)
(Dr. Ajay Bhushan Pandey)
Secretary to the Govt. of India and ex-officio Secretary to the GST Council
Tel: 011 23092653

Copy to:

36 WR WKH +RQTEOH Gbw@rbieantdlUindd, Nar) BIGek,HNew Delhi with the
UHTXHVW WR EULHI +RQTEOH OLQLVWHU DERXW WKH DERYH VDLC

36 WR +RQJEOH OLQLVWHU RI 6WDWH )LQDQFH KERAHUK BHKHW
UHTXHVW WR EULHI +R©4&E\w@ Baid in€etingW HU DERXW

3. The Chief Secretaries of all the State Governments, Union Territories of Pethicherry and
Jammu and Kashmir with the request to intimate the Minister in charGmafice/Taxation or any
other Minister nominated by the State Government as a Member of the GST Courtcthakahove

said meeting.

4. Chairman, CBIC, North Block, New Delhi, as a permanent invitee to the proceeflihgsCouncil.

5. Chairman, GST Network
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10.
11.

Agenda Items for the 42¢ Meeting of the GST Council on % October 2020

Confirmation of the Minutes of GST Council Meetings.
i. 40" GST Council Meeting held on 12une, 2020
ii. 418GST Council Meeting held on 2August, 2020
Deemed ratification by the GST Council of Notifications, Circulars and ©idsued by the
Central Government
Decisions of the GST Implementation Committee (GIC) for information of the Council
Timelines in respect of TRAN-1/TRAN-2 declarations based on the discussib8ismeeting
of IT Grievance Redressal Committee held on 01.09.2020
Update on Return Enhancement and Advancement Project (REAP) & in-principle approval of
overall architecture
Issues recommended by the Law Committee for the consideration of the GST Council
i. Extension of the GSTR-1/3B system of return filing and change in due date for
guarterly taxpayers upon introduction of the new GSTR-2B functionality
ii. Issues related to Annual Return for Financial Year 2019-20
iii. Steps taken to improve compliance behavior of taxpayers for making furnishing
GSTR-1 mandatory before furnishing GSTR-3B
iv. ~Amendment to FORM GSTR-1 and notification 12/2017-Central Tax, dated
28.06.2017 for improving data quality to enhance tax administration
v. Agenda Note regarding refund to be disbursed in same PAN and Aadhaar linked bank
account on which registration has been obtained under GST.
vi.  Proposal for amendments to CGST Rules, 2017
Issues recommended by the Fitment Committee for the consideration of the GST Council
i.  Agenda Note on the representation received from HADMA seeking GST rate of 12%
RQ $\XUYHGD 8QDQ tingrédz@xbased $a8i6izer
Issues of Goods and Services Tax Network (GSTN):
i.  Status of receipt of Advance User Charges (AUC) from States and CBIC
ii.  Need for moving resources from CR model to T&M model for important development
iii. Status update on conversion of Goods and Services Tax Network (GSTN) into 100%
Government-owned Company
Presentation on proposal to extend levy of GST Compensation Cess beyond thentransit
period to meet the shortfall during the transition period and constitute a Committee of Officers
to work out anticipated shortfall, period of extension and other related issues
Review of Revenue position

Enabling UPI and IMPS as a payment option for payments of Goods & Services Tax
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12.
13.

14.
15.

Status report of creation of GRC Zone-wise (CBIC) and States / UTs as on 04.09.2020
Performance Report of the NAA (National Anti-profiteering Authorit)the 2 quarter (April
to June, 2020) for the information of the Council

Any other agenda item with the permission of the Chairperson

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

Agenda Item 5 Update on Return Enhancement and Advancement Project (REAP) & in-
principle approval of overall architecture

It may be recalled that the 2&ST Council Meeting held on 2Duly, 2018, in regard to the new
return system approved the following design principles:

i. Composition dealers and dealers having Nil transaction shall have facilitie tquirterly
return.

i.  All taxpayers shall file one monthly return and return filing dates shalldggeated based on
the turnover of the registered person to manage load on the IT system. The B2B dealers would
have to fill invoice wise details of the outward supply made by them whil@ple tax credit
would be calculated automatically by the system based on invoices uploaded by his sellers.

iii. Based on these the system would automatically calculate his tax liability and Inperedax
availability.

iv.  Moreover, as a part of agenda on simplification of returns, it was decidathahaenefit of
filing quarterly return shall be available to taxpayers with annual temaivup to Rs.5 crore
but they shall pay tax monthly.

1.2. Thereafter in the $9GST Council Meeting held on ¥4March, 2020, it was recommended

that in order to smoothen the rollout of the new return system, and to ensure a better uptake of the new
return, the transition to the new return system may be made in an incremental maonoetingly, it

was felt that the first need was to match the liabilities declared byistgipttween GSTR-l and GSTR-

3B and the second need was to match the ITC of the buyers from the suppliers' @8TdRing his

supplies i.e. matching the 2A of the buyer with his ITC declared in 3B. The followaumap was
suggested:-

i.  The tax liability would be auto-populated in GSTR-3B from invoice wise detktsfy him
in GSTR-I. The same shall be editable upto a small margin say 10% which could be made
eventually uneditable for downward revision. Meanwhile, gaps between liability auto-
populated and liability furnished may be generated as MIS / comparison report.

ii. A new statement GSTR-2B to be introduced as an auto-drafted ITC statemenovigdspr
credit on the basis of the GSTR-1s filed by the taxpayers between due diatg of GSTR-
1 of the previous month (¥)Lto the due date of GSTR-1 of the current montf1The ITC
in GSTR-2B shall be auto-populated in GSTR-3B. The same shall be edipable particular
threshold.

1.3.  Accordingly, various improvements to the return filing system are being carried @&y

in the common portal as a part of the Return Enhancement and Advancement PEg&)t (& a part
of this project, the following steps were envisaged for incremental improvemermtegration of the
GSTR-1/2/3 and the proposed new return system, into the currently available &3 Bystem of
return filing:
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Already in Production:

Project Name

Linkage with existing return model.

Auto-population of liabilities from
GSTR-1 to GSTR-3B for Monthly
Taxpayer

This is to build in the functionality of GSTR-1/2/3 an(
the new return system, wherein the details of outwg
supplies from GSTR-1 or ANX-1 were auto-populated
GSTR-3 or GST RET-1 directly.

Nil filing of GSTR 3B and GSTR-
via SMS

This is to reduce the compliance burden of sm;:
taxpayers (2022 lac taxpayers) as well as to reduce tl
load on the system. This was part of the new rety
system also.

Documents considered for ITC
computation for the month based of
Cut-off date (GSTR-2B)

In the new return system, all invoices, credit notes, de
notes etc. uploaded by any supplier in his ANX-1 by tk
10" of the next month were auto-populated in the ne
open ANX-2. Similarly, GSTR-2B has been introduce
where irrespective of the date of invoices, all GSTR-
filed by the 1¥ of the month are auto-populated in th
PRQWKY\B675

This also ensures that input tax credit on only tho
invoices is passed which has been filed by their suppl
in GSTR-1. This is crucial for auto-population an
locking of ITC in GSTR-3B.

Import data as part of GSTR-2A
download and GSTR-3B Auto-
population

Import data was to be auto-populated in ANX-1 / ANX
2 from ICEGATE system. This was to be accepted
pending / rejected by the taxpayer and the same waj
be auto-populated in GST RET-1. The same facility h
now been provided with import data being autg
populated in GSTR-2A and 2B and the same being ay
populated from GSTR-2B to GSTR-3B.

Delinking of credit/debit notes with
invoices in GSTR-1 and its impact
on refunds etc.

Law was amended vide GST (Amendment) Act,2018
GST w.e.f 1.02.2019. The same was to be provided
part of (ANX-1) new return model. It has been provide
in GSTR-1 also now.

Delinking of credit / debit notes fron
invoices in GSTR-6.

Law was amended vide GST (Amendment) Act,201§
GST w.e.f 1.02.2019. The same was to be provided
part of the (ANX-1) new return model. It has bee
provided in GSTR-6 also now.

Providing detail of invoices consider
for computation in table 8A of GSTH
9

This is a useful tool for taxpayers to reconcile thg
GSTR-2A data with credit taken by taxpayers in GST
3B.
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This was to be developed as part of the new return syg
where a tool was to be provided to match invoices ay
Matching Tool for GSTR-2B and populated in ANX-2 with purchase register of th
purchase register taxpayer. The logic developed and approved for ANX
has been incorporated in the matching tool for GSTR-
and purchase register.

Enhancement of existing comparisq Reports on liability auto-populated on the basis of GST|
report of auto-drafted and filed valug 1 and filed by the taxpayer in GSTR-3B were availal]
for GSTR-3B before also. These have been further enhanced after &
population of GSTR-1 to GSTR-3B and introduction
GSTR-2B.

Under Development : -

Auto-population of ITC from GSTR- In the new return system taxpayers were required to ag
2B in GSTR-3B / reject / keep pending invoices on which credit was tg
availed from ANX-2 to GST RET-1. However, if no actid
was taken by the taxpayer all credit was accepted
default. Similarly, credit from GSTR-2B (auto-drafted IT|
statement on the basis of GSTR-1s filed) is now beg
auto-populated in GSTR-3B.
Communication channel between| The new return system envisaged an accept, pend
buyer and supplier reject system of invoices where taxpayers we
communicating through ANX-2 and ANX-1. Further,
communication channel was also to be provided {
recipient to report errors or invoices which have be
wrongly uploaded against a particular recipient. TH
communication tool will now be provided as a
independent tool for all recipients to report missin
invoices to their suppliers.

2.1 In this regard, it may kindly be recalled that one of the features approved as part of new return
system (SAHAJ and SUGAM returns) was a facility of quarterly retumsupayers having aggregate
turnover below Rs. 5 Crore with monthly payment (QRMP). The proposed category of taxpayers were
to file quarterly return and monthly paymenH@®RM PMT-08. This was an important facility which

was being given to small taxpayers considering that it would provideteB8P6 of the taxpayer base

who have turnover less than Rs. 5 Crore. Also, this will considerably decreasentibver of returns

and the associated compliance burden for small taxpayers.

2.2 Accordingly, a Quarterly Return and Monthly Payment Scheme for registesed$baving
turnover up to Rs. 5 Crore is proposed to be introduced with a slightlyfieadpproach based on
existing return system itself. As approved by the council earlier in eéizrd, under the proposed
approach also such registered persons will have option to file qua@8MR-1 and GSTR-3B.
Payment of tax for month M1 and M2 of the quarter will be through normal challan PMT-06
representing their liability (net of ITC) for the month. The salieatdres of the proposed scheme are
as follows:
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A. Features in respect of Selection of Option:

() FORM QR-OPTIN will be provided for opting for the scheme. The same auild be used
for opting out and again opting in for the scheme.

(i) All taxpayers with turnover less than Rs. 5 Crore will have a choice to thgtischeme and
thus file their statement of outward supplies (GSTR-1) and tax reBBMR-3B) quarterly.
This return frequency could be different for different distinct persons (eliffeBSTINS on
same PAN). Registered persons having Annual Aggregate turnover (AATO) more than Rs. 5
Crore in previous financial year will not be eligible to opt for the scheme.

(iii) Opting in and Opting out will be made available frothof M2 of Q-1 to 31 of M1 of Q2
i.e. for 90 days from the second quarter of the launch of the scheme. Faostthedrter, the
option will be made available from % @f December 2020 to SDanuary 2021.

(iv) Last period (monthly / quarterly) GSTR-3B has to be filed in the system fqueasgn to be
eligible to enter the scheme. The system for defaulting taxpayers ff@Oecember 2020
will check if return for October 2020 has been filed or not.

(v) New Registrations and those who are opting out of the composition scheme (i€ elgityl
opt-in to the scheme in the middle of the quarter also.

(vii :KHQ D WD][SD\H bahfi¥ revak&dFire Quid beNfdvoked to the original selection of
monthly or quarterly as per his status when the registration was cancelled.

(vii) When the facility is introduced for the first time, it is proposed thatdxpayers with turnover
up to Rs. 5 Crore and who have already filed their returriagOGRM GSTR-3B may be
migrated into the quarterly scheme. Taxpayers will be given prior communication faisout t
default migration and will be given adequate time and option to opt out of QRMP s¢heme.
may also be noted that taxpayers having turnover up to Rs. 1.5 Cr who have opted for monthly
filing of GSTR-1 will not be automatically migrated to the new scheme. However, they too
will be given adequate time and the option to opt for quarterly.

B. Payment to be made in M1 and M2:

() Once opted in the scheme, the registered person would need to estiniatalitys(net of
Input tax credit) for month M1 and M2 and make payment through chalB®RM PMT-
06. The taxpayers who do not want to estimate their liability would have tlhandptgenerate
a pre-filled challan for a fixed amount based on their average monthlyataiktyi in the
preceding quarter (say 30 or 35% of their net cash liability declared andh & preceding
guarter as declared in GSTR-3B) and make payment of tax for M1 and M2.

(i) After month M3 the return for the entire quarter shall be filed and casility net of amount
already paid for M1 and M2 shall be discharged.

(iii) Cash ledger refund in month M1 and M2 for any quarter shall not be allowed taheéecf
in cases where taxpayers have opted in for this scheme.

(iv) If no payment has been made in M1 and M2, it would be presumed that sufficient balance is
available in cash ledger or in the credit ledger of the registered pansenest at applicable
rate would be payable if the balances are not found to be sufficient to covabiity tieclared
in the quarterly return.
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(v) FORM PMT-06 to be amended to include reason for filing of challan so that it is known when

the amount is being deposited that it is meant for the M1 or M2 of a quarterly return filer.
Treatment of Late Fee and interest for M1 and M2:

Interest would be payable for M1 and M2, if the liability of M1 and M2 is paid in M3 or later.
However, this interest would be self-assessed and not calculated by the system.

No interest would be payable where the taxpayer opts for discharging liability by the due date
at fixed amount (say 30 or 35% of their net cash liability declared and paid inetedimg
quarter as declared in GSTR-3B) as provided in the rules (say in M1) and imfeuitd that

in the Month M1 the liability was higher, provided they discharge their eiabiity in GSTR-

3B of the quarter.

(iii) Interest would be applicable if liability (either self-assessed of f&ad) for each month is

(i)

(ii)

discharged beyond the due date; but late fees would be applicable only where the quarterly
return is furnished beyond the due date.

Invoice Filing Facility (IFF):

Small taxpayers who avail this facility would automatically be shifted to qlaBESTR-1
filing. However, they may have difficulty supplying to large organized taxpaydo exporters
as such recipients reportedly demand that the invoice be reported (filed ihGIHIR 1QM)
by the supplier on monthly basis.

To mitigate this hardship forcing such small taxpayers to not to opt foregyditing, an
invoice filing facility (IFF) would be provided so that these quartegtyrn filers are able to
upload and file those invoices in month M1 and M2 itself for those recipients who so demand.
Such filing facility would be available up to a cut-off date and credit woald fo the buyer

after the cut-off date on filing of the IFF. Invoices reported/filed once el or M2 shall

not be required to be reported/filed when GSTR 1 for the quarter is filed. ldoviewoices

which are uploaded in IFF but not filed will be purged on the cut-off date and needtto b
reported in the quarterly GSTR-1

(ii) This facility is proposed to be made available frofroflJanuary, 2021 and till such time the

present design of filing of GSTR 1 only in M4 shall continue for those taxpayerawvail this
QRMP facility.

(iv) All liability from IFF of M1 and M2 and that from GSTR 1Q shall flowdne GSTR 3B for

3.

the quarter. Till it gets developed, the filing of quarterly GSTR 3B shall be based on voluntary
assessment of tax.

In order to provide for implementation of the said scheme under the legal framev@sK of

either of the following two options would be employed:

Notify the amendment carried out through the Finance Act, 2019 in section 39(1) and 39(7) of
the CGST Act and issue notification under the said section so as to allotlynmayment and
guarterly return to a class of registered person having aggregate annual turnoves.upt
Crore; or

The QRMP scheme be notified as special procedure under section 148 of the CGST Act.

Further, in order to implement the proposed Invoice Filing Facility (IFF) sshamendment in rule
59 of the CGST Rules, 2017 would need to be carried out.
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4, In this regard it is pertinent to mention that since returns would be filegtdudy a class of
registered person, IGST settlement may be required to be made on ad-hoc basis for WEL and
However, settlement of 90% of the tax (paid by monthly taxpayers) will continue as of now.

5. Accordingly, proposal to introduce a revised approach to quarterly return witthlyn
payments for small taxpayers is placed before the GST Council for in-peiagiptoval of the scheme.
Relevant notifications and amendment in CGST Rules would be drafted hapwh€ommittee in
consultation with the Union Ministry of Law and Justice.
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Agenda Item 8: Issues of Goods and Services Tax Network (GSTN)

Agenda Item 8(i): Status of receipt of Advance User Charges (AUC) from States and CBIC

Background
As per the Revenue Model of GSTN approved by the Empowered Committee of State Finance

Ministers (EC) in its meeting held on"8Bugust 2016 (copy attachedAsnexure-1), the GST System

Project is being implemented by GSTN as per approval of the Cabinet and tivecoostd on the

project (Capex and Opex) along with GSYN RZQ H[SHQVHV LV WR EH VKDUHG HTXI
CBIC) and States in the form of User Charges to be remitted by thenoi@jwnstalments in a

Financial Year on a half-yearly basis ByMarch and 1 September of the year.

Status of pending Payment of AUC as on 3%eptember2020

2. As per the approved Revenue Model, GSTN had raised demand for the payment of AUC to the
Central and State Governments for the 2018-19, 2019-20 and 2020-21. The status of AUC pending as
on 29" September is under:

(Rs.in Crores)

2018-19 +15%& 2" Instalment 14.46 IAs per Annexurelt
2019-20 +15%& 2" Instalment 8.45 As per Annexurelt
2020-21 +1' Instalment 98.80 As per Annexurelt
2020-21 +2" Instalment 289.34 As per Annexurelt
Total 411.04

The Advance User Charges of FY 2018-19 is received from all States amd, @goépt the states
of Punjab and Telangana. GSTN has been following up for the same with the concerned states.

i. Further, the follow up for Advance User Charges of FY 2018-19 and 2019-20 is alsmbeiag
continuously, including by way of informing the status to the GST Council. Agendaebas b
placed before the GST Council for the Status of Advance User Charges, wherein the amount
received and pending from States is informed.

ii. Further, the first instalment of Advance User Charges for FY 2020-21abledyy ' June 2020
and second Instalment is payable ByOctober 2020. However, in view of the current situation,
few states have expressed concerns that they may not be able to release GSitN within
specified time, and have requested for extension of time without interest.

Proposal:

3. Keeping into consideration the above facts and to settle the dues timely,ldhenéplis
proposed before the Council:

i. The States and UTs who have not yet paid the AUC for FY 2018-19 and 2019-20 may be
asked to pay their due at the earliest.

ii. Extension of time for Advance Users Charges (AUC) of FY 2020-21 (5bt#md 2¢
instalments) payment to 3March 2021, without levying any interest, if the payment is
made on or before this extended date.
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Annexure 1
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Goods and Services Tax Network

Annexure |

(Rs.in
crores)
Status of Pending Advance User Charges till FY 2020-21 as on 17.09.2020
User
Chargesto | yser User Charges | User Charges | Total User
Sl CENTRE/STA | be Charges to | to be to be Charges to
No. | TE/ UT Collected be Collected for | Collected for be
for EY Collected | FY 202021 FY 202621 Collected
for FY (1st (2nd till FY
2018-19 2013920 Instalment) Instalment) 202021
CBIC
1 - B - 132.22 132.22
Maharashtra
2 - - - 22.17 22.17
Uttar Pradesh
3 - - - 18.15 18.15
Guijarat
4 - B 12.33 12.33 24.66
Delhi
5 - B 11.76 11.76 23.52
Tamil Nadu
6 - B 11.31 11.31 22.62
West Bengal
7 - B 9.79 9.79 19.58
Rajasthan
8 - - - 9.15 9.15
Karnataka
9 - B 9.12 9.12 18.24
Madhya PradesH
10 - B 5.76 5.76 11.52
Telangana
11 J 4.81 7.61 5.55 5.55 23.52
Bihar
12 - - 5.36 5.36 10.72
Haryana
13 - B 5.22 5.22 10.44
Punjab
14 9.53 4.90 4.90 19.33
Andhra Pradesh
15 - 0.35 4.55 4.55 9.45
Kerala
16 - B 3.76 3.76 7.52
Odisha
17 - - - 3.62 3.62
Assam
18 - - 2.89 2.89 5.78
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Jharkhand

19 - - 2.47 2.47 4.94
Uttarakhand

20 - - - 2.15 2.15
Chhattisgarh

21 - - 1.78 1.78 3.56
Himachal

22 Pradesh - - 1.45 1.45 2.90
Jammu &

23 Kashmir - - - 1.45 1.45
Chandigarh

24 - - - 0.44 0.44
Meghalaya

25 - - - 0.33 0.33
Goa

26 - - - 0.32 0.32
Puducherr

27 y - - - 0.32 0.32
Others *

28 0.12 0.49 0.80 1.02 2.42

Tota

I 14.46 8.45 98.80 289.34 411.04

* it includes Arunachal Pradesh 0.68, Manipur 0.36, Dadra & Nagar Haveli 0.45, Nagaland C
Sikkim 0.27, Daman & Diu 0.20, Andaman & Nicobar 0.16, Mizoram 0.12, Tripura 0.04 and
Lakshadweep 0.03
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Agenda Item 8(ii): Need for moving resources from CR model to T&M model for impdiant
developments

The proposal of Software development under actual identified resources atilizatnmonly
known as Time and Material (T&M) basis, to implement the changes identified under Roadmap f
incremental improvements to existing Returns (Linking of GSTR-1/GSTR-2A/2B&G8FR-3B) was
placed before the GST Council in its 39th meeting held on 14th March 2020. Consequently, Counci
approved the proposal of incremental enhancement of existing Returns on a T&M Inthsis sitin
60 personnel to carry out development. GSTN also approved 30.5 resources under T&M model for
critical changes of Back office, Front Office and Registration module @f &Stem, which has been
named LEAP Project. These are not really additional resources being paid fawobeinent of
resources from normal CR model of change implementation to T&M model of chagplgenemtation.

2. The main difference in T&M model and normal CR model is that in T&M mpalgnent is
calculated in terms of man-days of resources identified which are deployed exclusively foigbe pr
It is for GSTN to closely monitor the running of the project and en$atethe manpower is fully
utilised. At present GST, which is fast evolving law, needs this agile modedsvAlopment under
T&M model. GSTN is now experienced enough to use T&M model of development and deljeetgro
faster. In CR model payment is made for individual CR and effort is estin@atesd¢h step in the
development and payment is made for effort in the development. Huge time gets spentaiioagif
efforts and then designing with to and fro movement between GSTN and Infbsygeement is
arrived at the effort estimation.

3. GSTN and Infosys started T&M model in the month of April for changes in Returns atedirel
CRs and named this as REAP (Return Enhancement and Advancement Project. PrBgraBsteam
under T&M is mentioned i\nnexure-1.

4. Time Analysis between Regular Process (Non T&M) and T&M Process : GSTN had defined a
change Management (CR) Process with a method level Estimation Framework for varipaserus

and various approval checkpoints that are prerequisite to start develoOment of the change rexjuest. Th
process has 6 stages (defined below). However Time and material (T&M) model havesdosisig

This saves time and improve turnaround time along with documentation i®digzed.To analyse
implication of T&M model, 10 changes of similar magnitude were compared under two odels

and it appears that in T&M model the delivery time for project is much shorter and generally in

3+ months important changes can be implemented which used to take 9+ months earlier under

CR model.
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Current Process as per Change Management involves six stages and intermediate negotiations.

Change Management which includes TED under T&M involves 4 stages and needs close monitoring

of project implementation.

BRD
{Finalize Business

5.

6.

requirement

TFD Development and Deploy to UAT

{Techno Functional RT {UAT Testing
DOcument {Development
submitted By /IRT/UAT Sanity
Infosys)

It is suggested that following changes be implemented under T&M model

iv.

V.
Vi.

QRMP( Quarterly Return Monthly Payment).

ITC control and spike rules.

High Priority CRs such as blocking e-way bill above to 5 cr.

All stages of Aadhar validation etc along with other critical BOR&gjistration
changes as decided by government.

Validation of bank account in which refund flows.

Any other change marked urgent by the Law Committee.

Approval requested from the GST Council:

It is proposed that the methodology of getting the work done on T&M basis, would
be followed for developing above mentioned changes [para 5, cl (i) to (\ng alo
with other critical changes which has direct impact on revenue.45 resources (30 in
REAP and 15 in LEAP Project) starting forfQct 2020 till 36" June 2021 would

be utilised for the same over and above the existing resources.

Extension of REAP & LEAP Projects with existing resources frédt 2020

till 30" June, 2021.
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Annexure 1

Progress under REAP (Return Enhancement and Advancement Project)

RQM Brief Description

Prod
Deployment
Date

REIMEIS

17074 Auto-population of liabilities from GSTR-1 in GSTR-3B |03-09-2020 In Production
Monthly Taxpayer

17073 Nil filing via SMS for GSTR 3B 04-06-2020 In Production

17052 Delinking of credit/debit notes with invoices in GSTR-1 |13-09-2020 In Production

17192 Documents considered for ITC computation for the m28-08-2020 In Production
based on Cut-off date (GSTR-2B)

17137 Auto-population of import of goods data in GSTR-2A  [26-08-2020 In Production

17096 Nil filing via SMS for GSTR 1 30-06-2020 In Production

17152 Impact of credit/debit note delinking on other modules [26-08-2020 In Production

17159 Matching Tool for GSTR-2B and purchase register 13-09-2020 In Production

17164 Delinking of credit / debit notes from invoices in GSTR-603-09-2020 In Production

17344 Providing detail of invoices considered for computatio16-08-2020 In Production
table 8A of GSTR-9

17153 Enhancement of existing comparison report 21-08-2020 In Production

Description of other important changes

REMEITS

16697 API for BHIM to enable Flow based Lending Completed

1759] Facility to create Vendor Master /HSN shifted due to QRMP, will be
deployed on 28-01-2020

17786 Importing e-invoice data into GSTR-1 (Part 3 & 4) In Development

18164 E-Invoice Look-up System (Part1 & 2) In Development

17143 Communication of channel In Development
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Agenda Item 8(iii): Status update on conversion of Goods and Services Tax Network (GSTiNo
100% Government-owned Company

1. The GST Council in its 27TMeeting held on#May 2018 decided that GSTN will be converted
into a 100% Government-owned entity by transferring 51% equity shares held\yrti@overnment
institutions to the Centre and states equally.

2. The Union Cabinet in its Meeting held on2Beptember 2018 has approved the proposal and
the present status of conversion of GSTN into 100% Government-owned Entity int&2@E€/MCA
Compliance Check list/Action plan is enclosed as (Annexure-1).

3. In this regard in the 39GST Council Meeting held on 14-03-2020 at Agenda item 11(vii), the
following points were discussed:

(a) As on the date of the meeting, the State Governments of Tamil Nadu, Sikili@hhattisgarh
had not yet communicated their acceptance and thereafter need to make the payment for share
transfer in their favour.

(b) The Central Government and 16 other State Governments who have accepted the proposal,
were requested to make payment of their respective share purchase consideration and execut
necessary documentations including Shareholders' Agreement and send the same to GSTN i
order to expedite the matter of conversion of GSTN.

The GST Council took note of the above said status and directed the GST Countarigecre
to issue necessary advisory / direction to all the concerned in order to ethplétansaction at the
earliest.

4, Thereafter the matter has been followed up by GSTN and later by GST Councérgariele

letter No.F.119/39 GSTCM/GSTC/I1/2020 dated 18.06.2020 vide which the remaining States were
requested to make payment of their respective share purchase consideration andhegesséey
GRFXPHQWYV LQFOXGLQJ 6KDUHKROGHUVYT $JUHHPHQWH QXN HQC
matter of conversion of GSTN.

5. As on 16-09-2020 the Union Government and 24 States / UTs have paid the amounts and 07
States have yet not made the payment (Annexure-2).

6. After the payment to the non-Governmental institutions for the shareholdingbdye
mentioned 07 States, following processes are required to be done to converti@&STI00%
Government-owned entity.
a) Obtain duly executed (by Centre/States/UTs/Non-Govt. Institutions) instituof transfer of
shares in the prescribed form i.e. SH-4 with transfer fees from Non-Gosetrmstitutions in
favour of Centre/States/UTs and executed Shareholders Agreement in desired manner to make
shareholding 50:50 (Centre & States/UTs).
b) GSTN to convene Board Meeting to approve the following proposals:

i) To register the transfer of shares from EC & Non-Government Instituto@sittre,
State Governments & UTs in the desired shareholding and issuance of share certificates
to Centre, State Governments & UTs (Transferees).
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i) To reconstitute the Board (Appointment & Resignation of Board Members).
iii) To adopt altered AOA applicable for Govt. Company.

Hence, there is an urgency to complete the process as early as possible.

Following are placed before the Council for its information and directions:
(a) The present status of conversion of GSTN in to 100% Government-owned entity.

(b) The 07 States as listed in (Annex-2) may be requested to make payment of their
respective share purchase consideration and execute necessary documentations
including Shareholders' Agreement and send the same to GSTN in order to expedite
the matter of conversion of GSTN.
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Status of conversion of GSTN into 100% Govt. Owned Entity

ROC/MCA Compliance Check List/ Action Plan

Cause of Action Decisionof*67 &RXQFLOYfYVY WR LQFUHDVH *RYHUQPHQW 2ZC

Annexure-1

(50% with Union Government and 50% jointly with State Government&M@ly, 2018)

Follow up Steps:

S. | Steps Responsibility with Status/tentative

No. Timelines

1. | Decision of Union Cabinet to increa{ DoR Completed
Government Ownership in GSTN to 100 (26" Sept, 2018)
(50% with Union government and 50% joint '
with State Governments).

2. | GSTN to review the provisions of existif GSTN Completed
AOA in order to insert the enabling provisio (5" Dec., 2018)
to facilitate the transfer of shares from N¢ N
Govt. Institutions to Union Government a
State Governments and incorporate suitg
changes as per the provisions of
Companies Act, 2013 as per decision of G
Council and Union Cabinet.

3. | GSTN to review the provisions of existif GSTN Completed
MOA in order to incorporate suitable chang (5" Dec., 2018)
as per the provisions of the Companies 4 "

2013 as per decision of GST Council g
Union Cabinet.

4. | Obtain In-principle approval(s) from GS GSTC Secretariat/DoR Completed
Council/DoR on the modified AOA & MOA.

(22 Dec, 2018
GSTC)(7™" Jan,
2019 DOR)

5. | On receipt of In-principle approvals from G§ GSTN Completed
Council/DoR, GSTN to convene Boa (28" Feb, 2019)
Meeting to approve the proposal includi '
changes to be made in MOA & AOA.

6. | To make an application with ROC/MCA ( GSTN Completed
Form GNL-1 for approval on alteration
MOA & AOA of GSTN under Section 8, 1 (7" March, 2019)
and 14 of the Companies Act, 2013.
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Obtain approval from ROC/MCA on alteratiq
of MOA & AOA of GSTN under Section 8, 1
and 14 of the Companies Act, 2013.

GSTN

Completed

(22
2019)

March,

The exact number of shares to be acquire
the each Centre/States/lUTs from N
Government Institutions.

GSTC Secretariat/DoR

Completed

(22 Dec, 2018
GSTC)

("
DOR)

Jan, 2019

Obtain request Letters from Non-Go
Institutions for split of share certificates in t
desired denominations.

Non- Govt. Institutions

Completed
(11" Feb, 2019)

10.

GSTN to convene Board Meeting to apprd
the following proposals:

a) In-principle approval for transfer ¢

shares from EC & Non-Governme

Institutions to  Centre,  Stal

Governments & UTs.

In-principle approval for change ¢

ownership structure.

c) Approve notice of calling Gener
Meeting of shareholders for approy
on alteration of MOA & AOA,
transfer of shares and change
ownership.

d) Approve the split of share certificat
of Non-Govt. Institutions in the
desired proportion in compliance
Section 46 of the Companies A
2013 read with Companies Sha
Capital & Debentures, Rules, 2014.

b)

GSTN

Completed
(17" May, 2019)

11.

GSTN to convene General Meeting
shareholders to approve the followi
proposals:

a) In-principle approval for transfer ¢
shares from EC & Non-Governme
Institutions  to Centre, Staf
Governments & UTs.
In-principle approval for change (
ownership structure.

c) Approval of Alteration in MOA &

b)

AOA.

GSTN

Completed
(21 June, 2019)
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12. | Pass Special Resolution(s) at General Mee GSTN Completed
for approval of Alteration in MOA & AOA,
(21 June, 2019)
transfer of shares, change of owners
structure of GSTN.
13. | File e-Form MGT-14 (Filing of Resolution GSTN Completed
and agreements to the Registrar under Seg (24" June, 2019)
117) with the Registrar along with the requis ’
filing within 30 days of passing the spec
resolution, along with given documents.
14. | Obtain approval from ROC/MCA for e-Forl GSTN Completed

MGT-14.

(24" June, 2019)

15.

Consideration shall be paid by t
Centre/States/UTs to the Non-Governm
Institutions basis shares to be acquired.

Centre/States/UTs/Nor

Govt. Institutions.

In process
(Status  Report
for Fund is
attached as
Annex-1)

16.

Obtain duly
Centre/States/UTs/Non-

executed (b
Govt. Institutior|

Centre/States/UTs/Nor

Govt. Institutions.

The execution of
SH-4 will be done

instrument of transfer of shares in t post receipt of
prescribed form i.e. SH-4 with transfer fe funds by Non-
from Non-Government Institutions in favo Government
of  Centre/States/lUTs  and execut Institutions.
Shareholders Agreement in desired mann€
make shareholding 50:50 (Centre
States/UTSs).
17. | GSTN to convene Board Meeting to appr¢ GSTN/ GST Counci| The Board
the following proposals: Secretariat Meeting of
. GSTN will
a) To register the transfer of shares fr(
- convened  post
EC & Non-Government Institutions .
completion of the
Centre, State Governments & UTs i
. ) . above exercise.
the desired shareholding and issua
of share certificates to Centre, St;
Governments & UTs (Transferees).
b) To reconstitute the Boar
(Appointment & Resignation of Boar,
Members).
c) To adopt altered AOA applicable f
Govt. Company.
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Annexure-2

Table-A (Funds Paid)
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Table-B (Funds not paid)
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Agenda Iltem 11: Enabling UPI and IMPS as a payment option for payments ofddds & Services
Tax

A request has been received from MD & CEO, National Payments Corporation of Indi (NPC
to allow GSTN to formally allow UPI and IMPS as an option for GST payments on the GST portal.

2. A workshop on GSTNtBank integration organised by GSTN in Dec, 2019 saw participation
from member banks, RBI and O/o Pr. CCA. During the workshop, the participants nefeel lon
transactions flow, integration modalities and other relevant requirementsidbling this option.
Member banks were provided with the process document to make necessary developmiernat th
and have the functionalities tested with GSTN in the test environment.

3. Banks are working on the integration and ICICI Bank has completed the developmé®t f
at its end and also successfully performed test transactions with GSTN inGdAfirmation of such

readiness has been submitted to GSTN.

4, It has been argued enabling GST payment through UPI will provide tax payensgbaitki
non-authorised GST banks with an instant and interoperable payment option.

5. In view of the reasons explained above, GSTN may be permitted to allow UPI and IMPS as an
option for GST payments subject to approval of the GST Council.

6. Accordingly, this agenda is placed before the GST Council for discussion and consideration.
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File No: 547/42¢ GSTCM/GSTC/2020

GST Council Secretariat

Room No0.275, North Block, New Delhi
Ddt&kgémber 2020

Revised Meeting Notice for the 42 Meeting of the GST Council scheduled on'5October 2020

The undersigned is directed to refer to the subject cited above and to sag #2%Neeting
of the GST Council will be held ori"®ctober 2020 as follows:

Monday, %' October, 2020 : 1100 hours onwards
2. The agenda items for the"@Rleeting of the GST Council will be communicated in due course
of time.
3. Please convey the iLWDWLRQ WR WKH +RQYEOH OHPEHUV RI WKH *67
(-Sd)
(Dr. Ajay Bhushan Pandey)
Secretary to the Govt. of India and ex-officio Secretary to the GST Council
Tel: 011 23092653

Copy to:

36 WR WKH +RQTEOH Gbw@rbieantdlUindd, Nar) BIGek,HNew Delhi with the
UHTXHVW WR EULHI +RQTEOH OLQLVWHU DERXW WKH DERYH VDLC

36 WR +RQJEOH OLQLVWHU RI 6WDWH )LQDQFH KERAHUK BHKHW
UHTXHVW WR EULHI +R©4&E\w@ Baid in€etingW HU DERXW

3. The Chief Secretaries of all the State Governments, Union Territories of Pethicherry and
Jammu and Kashmir with the request to intimate the Minister in charGmafice/Taxation or any
other Minister nominated by the State Government as a Member of the GST Councihalahave
said meeting.

4. Chairman, CBIC, North Block, New Delhi, as a permanent invitee to the proceeflihgsCouncil.

5. Chairman, GST Network
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10.

Agenda Items for the 42¢ Meeting of the GST Council on % October 2020

Confirmation of the Minutes of GST Council Meetings.
i. 40" GST Council Meeting held on 12une, 2020
ii. 418GST Council Meeting held on 2August, 2020
Deemed ratification by the GST Council of Notifications, Circulars and ©idsued by the
Central Government
Decisions of the GST Implementation Committee (GIC) for information of the Council
Timelines in respect of TRAN-1/TRAN-2 declarations based on the discussib8ismeeting
of IT Grievance Redressal Committee held on 01.09.2020
Update on Return Enhancement and Advancement Project (REAP) & in-principle approval of
overall architecture
Issues recommended by the Law Committee for the consideration of the GST Council
i. Extension of the GSTR-1/3B system of return filing and change in due date for
guarterly taxpayers upon introduction of the new GSTR-2B functionality
ii. Issues related to Annual Return for Financial Year 2019-20
iii. Steps taken to improve compliance behavior of taxpayers for making furnishing
GSTR-1 mandatory before furnishing GSTR-3B
iv. ~Amendment to FORM GSTR-1 and notification 12/2017-Central Tax, dated
28.06.2017 for improving data quality to enhance tax administration
v. Agenda Note regarding refund to be disbursed in same PAN and Aadhaar linked bank
account on which registration has been obtained under GST.
vi.  Proposal for amendments to CGST Rules, 2017
vii.  Limitation period for taking cognizance or institution of prosecution under GST
Issues recommended by the Fitment Committee for the consideration of the GST Council
i.  Agenda Note on the representation received from HADMA seeking GST rate of 12%
RQ $\XUYHGD 8QDQ tingrédz@sbased $a8i6izer
Issues of Goods and Services Tax Network (GSTN):
i.  Status of receipt of Advance User Charges (AUC) from States and CBIC
ii.  Need for moving resources from CR model to T&M model for important development
iii. Status update on conversion of Goods and Services Tax Network (GSTN) into 100%
Government-owned Company
Presentation on proposal to extend levy of GST Compensation Cess beyond thentransit
period to meet the shortfall during the transition period and constitute a Committee of Officers
to work out anticipated shortfall, period of extension and other related issues

Review of Revenue position
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11.
12.
13.

14.
15.

Enabling UPI and IMPS as a payment option for payments of Goods & Services Tax
Status report of creation of GRC Zone-wise (CBIC) and States / UTs as on 04.09.2020
Performance Report of the NAA (National Anti-profiteering Authority)the 2 quarter (April
to June, 2020) for the information of the Council

Any other agenda item with the permission of the Chairperson

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

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

Agenda Item 6(vii)_Limitation period for taking cognizance or institution of prosecution under
GST

Section 132 of the Central Goods and Services Tax Act (hereinafter referred to as the
3&*67 $F W’ deS foaRpvirishment for certain offences under the CGST Act. However,
there are no direct provisions under the CGST Act about time limit for initiating prosecution.
But, there are provisions on above time line under Criminal procedure Code, 1973 (CrPC).

2. In this regard, following is submitted:

2.1. Section 468 of CrPC, 1973 provides for period of limitation. As per the said provision,
limitation periods are dependent on nature of punishment and term of imprisonment. The
limitation period under CrPC is explained with the help of following table:

Sr. No. Nature of punishment/ term of imprisonment  Limitation period

1. Only fine Six months

2. Imprisonment for one year One year

3. Imprisonment for term exceeding one year up Three years
three years

2.2.  Section 469 of CrPC, 1973 talks about the commencement of the period of limitation.
The following eventualities are discussed in sub-section (1) of section 469 of CrPC for the
commencement of period of limitation:-

I.  Clause (a) says that period of limitation will start on the day of the offence.

i. Clause (b) says, if the commission of an offence is not known to the person aggrieved
or police officer, then first day on which offence comes to the knowledge of aggrieved
person or police.

iii.  Clause (c) says, when the identity of the offender is not known, in that case the first day
on which identity of the offender is known to the person aggrieved or police officer.

2.3. In absence of any specific provision in respect of period of limitation for prosecution
under GST Laws, the above provisions of section 468 and 469 of CrPC are generally made
applicable. For commencement of period of limitation, clause (b) of Section 469(1) appears to
be relevant in cases of offences under GST Laws. However, it is required to be tried in the
competent court within time limit, otherwise it would be hit by limitation provision of CrPC.

In a majority of cases under CGST Act, 2017, the offences are detected at the time of detection
of tax evasion, but decision for prosecution is usually taken by adjudicating authority at the
time of adjudication, by which period of limitation would have expired where punishment is
not exceeding 3 years imprisonment.
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3. In this regard, reference is drawn to the Economic Offeficegpplicability of
Limitation) Act, 1974 (ACT NO. 12 OF 1974), which is an Act to provide for the
inapplicability of the provisions of Chapter XXXVI of the Code of Criminal Procedure, 1973

to certain economic offences punishable under any of the enactments or provisions, if any,
thereof specified in the Schedule to the said Act. In view of the above lacunae in the GST Law
as discussed in para 2, it is proposed that thesmenéed to address this by way of inserting
CGST Act, 2017, IGST Act, 2017, UTGST Act, 2017 and Goods and Services Tax
(Compensation to States) Act, 2017 in the Schedule to The Economic Offieraggsicability

of Limitation) Act, 1974.

4. The issue was deliberated in the Law Committee on 30.09.2020 wherein it was decided
that the Central Enactments relating to GST may be inserted in the schedule to The Economic
Offences (Inapplicability of Limitation) Act, 1974. As far as respective SGST Act is concerned
following two suggestions were proposed:

I.  States may be advised to include the respective SGST Acts in their CrPC Schedules /
State specific Economic Offences (Inapplicability of Limitation) Act or any other
similar Act, if any.

ii.  Alternatively, proviso to section 134 in respective SGST Acts may be inserted as
below:

Purpose to be mentioned in respective State BilProviso to section

134 provides for the inapplicability of the provisions of Chapter XXXVI of the
Code of Criminal Procedure, 1973 to offences punishable under

State Goods and Services Act, 2017.

Proviso to section 134

Provided that nothing contained in Chapter XXXVI of the Code of Criminal
Procedure, 1973 (2 of 1974) shall apply to any offence punishable under the
State Goods and Services Act, 2017

5. Accordingly, the agenda note is placed before the GST Council for deliberation and
decision with respect to the proposal at paragreahove.
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File No: 547/42° GSTCM/GSTC/2020

GST Council Secretariat

Room No0.275, North Block, New Delhi
D&t&Emamber 2020

Revised Meeting Notice for the 4% Meeting of the GST Council scheduled on"50ctober 2020

The undersigned is directed to refer to the subject cited above and to say that’the 42
Meeting of the GST Council will be held off Bctober 2020 as follows:

Monday, %' October, 2020 : 1100 hours onwards

2. The agenda items for the @Meeting of the GST Council will be communicated in due
course of time.

3. Please convey the WLWDWLRQ WR WKH +RQYEOH OHPEHUV RI WKH
Meeting.

(-Sd)

(Dr. Ajay Bhushan Pandey)
Secretary to the Govt. of India and ex-officio Secretary to the GST Council
Tel: 011 23092653

Copy to:

36 WR WKH +RQTEOH Gbw@rbiantdlUindd, Nar) BIGek,HNew Delhi with the
UHTXHVW WR EULHI +RQTEOH OLQLVWHU DERXW WKH DERYH VDLC

36 WR +RQJEOH OLQLVWHU RI 6WDWH )LQDQFH KERAHUK BHKHW
UHTXHVW WR EULHI +RO4&E\w@ Baid in€etingW HU DERXW

3. The Chief Secretaries of all the State Governments, Union Territories of Pethicherry and
Jammu and Kashmir with the request to intimate the Minister in charge ofcEifiaxation or any
other Minister nominated by the State Government as a Member of the GST Councihelahdve
said meeting.

4. Chairman, CBIC, North Block, New Delhi, as a permanent invitee to the proceetfirie
Council.

5. Chairman, GST Network
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Agenda Items for the 42 Meeting of the GST Council on 8 October 2020

Confirmation of the Minutes of GST Council Meetings.
i. 40" GST Council Meeting held on $3une, 2020
ii. 41 GST Council Meeting held on 2August, 2020
Deemed ratification by the GST Council of Notifications, Circulars and ©idsued by the
Central Government
Decisions of the GST Implementation Committee (GIC) for information of the Council
Timelines in respect of TRAN-1/TRAN-2 declarations based on the discassbn
13" meeting of IT Grievance Redressal Committee held on 01.09.2020
Update on Return Enhancement and Advancement Project (REAP) & in-principle approval of
overall architecture
Issues recommended by the Law Committee for the consideration of the GST Council
i. Extension of the GSTR-1/3B system of return filing and change in due date for
guarterly taxpayers upon introduction of the new GSTR-2B functionality
ii. Issues related to Annual Return for Financial Year 2019-20
iii. Steps taken to improve compliance behavior of taxpayers for making furnishing
GSTR-1 mandatory before furnishing GSTR-3B
iv. ~Amendment to FORM GSTR-1 and notification 12/2017-Central Tax, dated
28.06.2017 for improving data quality to enhance tax administration
v. Agenda Note regarding refund to be disbursed in same PAN and Aadhaar linked bank
account on which registration has been obtained under GST.
vi.  Proposal for amendments to CGST Rules, 2017
vii.  Limitation period for taking cognizance or institution of prosecution under GST
Issues recommended by the Fitment Committee for the consideration of the GST Council
i.  Agenda Note on the representation received from HADMA seeking GST rate of 12%
RQ $\XUYHGD 8QDQ tingréd@sbased $adi6izer
Issues of Goods and Services Tax Network (GSTN):
i.  Status of receipt of Advance User Charges (AUC) from States and CBIC
ii. Need for moving resources from CR model to T&M model for important
developments
iii. Status update on conversion of Goods and Services Tax Network (GSTN) into 100%
Government-owned Company
Presentation on proposal to extend levy of GST Compensation Cess beyond thentransit
period to meet the shortfall during the transition period and constitute a i@eenrof

Officers to work out anticipated shortfall, period of extension and other related issues
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10.
11.
12.
13.

14.

15.

Review of Revenue position
Enabling UPI and IMPS as a payment option for payments of Goods & Services Tax
Status report of creation of GRC Zone-wise (CBIC) and States / UTs as on 04.09.2020
Performance Report of the NAA (National Anti-profiteering Authoritg) the £' quarter
(April to June, 2020) for the information of the Council
Any other agenda item with the permission of the Chairperson
I.  Minutes of the Meetings of GoM on IGST Settlement held on 22.09.2020 &
01.10.2020
Date of the next meeting of the GST Council
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LVFXVVLRQ RQ $JHQGD

Agenda ltem 14: Any other agenda item with the permission of the Chairperson

Agenda Item 14(i): Minutes of the Meetings of GoM on IGST Settlement held on 22.09.2020 &
01.10.2020

During the Financial Year 2017-1&entre had devolved the unutilized year-end IGST
balance of Rs.1.76 lakh crore to States/UTs as per Finance Commission formula. FeWwaStates
been requesting that ideally this amount should have been apportioned between Centresaod State
adhoc basis and the States would have got their portion of IGST as well as their devolution share from
the amount apportioned to Centre. In th& &8T Council Meeting held on $Geptember, 2020 in
Goa, the Council decided to constitute a GoM on IGST Settlement to addseissiki The GoM on
IGST Settlement consist of the following members:

i) Shri Sushil Kumar Modi, Deputy Chief Minister, BihaConvenor

i) Shri Manish Sisodia, Deputy Chief Minister, DetHMember

iii) Shri T.S. Singh Deo, Minister for Commercial Taxes, ChhattisgMiember

iv) Shri Niranjan Pujari, Finance Minister, Odisk&dlember

V) Shri Manpreet Singh Badal, Finance Minister, Punjbember

Vi) Shri D. Jayakumar, Minister for Fisheries and Personnel & Administrative Reforms,
Tamil Nadu tMember

Vii) Shri T. Harish Rao, Finance Minister, Telangatdember

2. Centre having been agreed to reverse the IGST devolved in FY 2017-18 and apportion the
entire year-end IGST balance as of'31D U FK D QRWH ZDV FLUFXODWHG
Members of GoM giving details about the procedure to be followed in this regawkll as the

transaction to be executed between the Centre and States by way of book adjustmdintaincibk

year 2019-20 and the cash adjustment in FY 2020-21. It was explained that since tbe part
transaction that could have been carried through book adjustment did not have angr fessth

LPSDFW RQ WKH 6WDWHY DQG DOORZHGDEBRBE®RVIHU RI RUHR/URE UNF
Compensation Fund, it has been carried out in 2019-20 accounting year and the amound veas use

pay further compensation.

3. The second meeting of GoM on IGST Settlement was held on 22.09.2020 under the
FKDLUPDQVKLS RI +RQTEOH '"HSXW\ &KLHI OLQLVWWH{H &HHKD/WUL @GR (
the said note was discussed threadbare among all the Members of GoM and it was decided that

a) A calculation sheet containing payment/ recovery to/from States/ UTs ooracuf
reversal of IGST devolution and apportionment of balance IGST as *bMarch,
2018 needs to be circulated to all the States/UTs for verification of the fefutesir
end.

b) GSTN should provide data regarding how much IGST can be settled finally on
account of annual returns filed by the taxpayers for the financial year 2017-18.

4. As per the above decision of GoM, a calculation sheet containing payment/ recovesy detalil
was shared with all the States/UTs by the State Taxes Division of DoR fiicatérn of the figures

by the States and UTs. Further, DoR also secured the data from GSTN regarding $inal
settlement that would happen on account of annual returns filed by the taxpayers for FY 2017-18.
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5. Both the above items were placed in the third meeting of the Gd®h Settlement held
on T October, 2010. With respect to apportionment on the basis of annual return is ahricevas
presented that the matter may be referred to GST Law Committee so dbalditbe examined in
detail and a view could be taken. The comments from States on the calculationsirdyeimma
following three categories:

a. Mismatch due to rounding off the figures in the range of 1 crore rupees;

b. Few States sought clarification on the details of calculation method adopted;

c. Some States requested that recovery, if initiated may be done in compensation, and in
instalments.

6. The Members of the GoM were of the view that the two issue of apportionmemaihing

amount of IGST should be delinked from recovery of excess compensation to be recovered from some
States. Members felt that while Central Government could release the remainiog pbiGST to

the States which are due to receive the same, the recovery could be done in instalcheatdd be
adjusted in future releases of compensation.

7. +RQTEOH &RQYHQRU VW Dywdinentuv khb ViewihatHHe ldmbant QeRdigglLid/ D
the States must be given and recovery should be made from the States who had receiveal addition
money. He suggested that Central Government should consider releasing the bRIHBSE o
amounts to the States and as far as recovery is concerned, views of alfr@tatecovery is to be

done, should be taken as all of them are not represented in the GoM.

9. At the end of the meeting, GoM recommended that:
a) Centre should disburse net amount of Rs.24,400 crore due to States/UTs on account
of apportionment of the entire year-end IGST balance available as*okl&@th,
2018;
b) Before initiating recovery of the excess Compensation amount Centre should consult

the States from which recovery is to be made;

c) IGST settlement data arising on account of annual returns filed by the ¢axany
FY 2017-18, may be referred to Law Committee for examination and
recommendation; and

d) The matter be placed before thd42ST Council Meeting to be held off Bctober,
2020.
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File No: 547/42° GSTCM/GSTC/2020

GST Council Secretariat

Room No0.275, North Block, New Delhi
D&t&Emamber 2020

Revised Meeting Notice for the 4% Meeting of the GST Council scheduled on"50ctober 2020

The undersigned is directed to refer to the subject cited above and to say that’the 42
Meeting of the GST Council will be held off Bctober 2020 as follows:

Monday, %' October, 2020 : 1100 hours onwards

2. The agenda items for the @Meeting of the GST Council will be communicated in due
course of time.

3. Please convey the WLWDWLRQ WR WKH +RQYEOH OHPEHUV RI WKH
Meeting.

(-Sd)

(Dr. Ajay Bhushan Pandey)
Secretary to the Govt. of India and ex-officio Secretary to the GST Council
Tel: 011 23092653

Copy to:

36 WR WKH +RQTEOH Gbw@rbiantdlUindd, Nar) BIGek,HNew Delhi with the
UHTXHVW WR EULHI +RQTEOH OLQLVWHU DERXW WKH DERYH VDLC

36 WR +RQJEOH OLQLVWHU RI 6WDWH )LQDQFH KERAHUK BHKHW
UHTXHVW WR EULHI +RO4&E\w@ Baid in€etingW HU DERXW

3. The Chief Secretaries of all the State Governments, Union Territories of Pethicherry and
Jammu and Kashmir with the request to intimate the Minister in charge ofcEifiaxation or any
other Minister nominated by the State Government as a Member of the GST Councihelahdve
said meeting.

4. Chairman, CBIC, North Block, New Delhi, as a permanent invitee to the proceetfirie
Council.

5. Chairman, GST Network
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9A.
10.

Agenda Items for the 42 Meeting of the GST Council on 8 October 2020

Confirmation of the Minutes of GST Council Meetings.
i. 40" GST Council Meeting held on $3une, 2020
ii. 41 GST Council Meeting held on 2August, 2020
Deemed ratification by the GST Council of Notifications, Circulars and ©idsued by the
Central Government
Decisions of the GST Implementation Committee (GIC) for information of the Council
Timelines in respect of TRAN-1/TRAN-2 declarations based on the discassbn
13" meeting of IT Grievance Redressal Committee held on 01.09.2020
Update on Return Enhancement and Advancement Project (REAP) & in-principle approval of
overall architecture
Issues recommended by the Law Committee for the consideration of the GST Council
i. Extension of the GSTR-1/3B system of return filing and change in due date for
guarterly taxpayers upon introduction of the new GSTR-2B functionality
ii. Issues related to Annual Return for Financial Year 2019-20
iii. Steps taken to improve compliance behavior of taxpayers for making furnishing
GSTR-1 mandatory before furnishing GSTR-3B
iv. ~Amendment to FORM GSTR-1 and notification 12/2017-Central Tax, dated
28.06.2017 for improving data quality to enhance tax administration
v. Agenda Note regarding refund to be disbursed in same PAN and Aadhaar linked bank
account on which registration has been obtained under GST.
vi.  Proposal for amendments to CGST Rules, 2017
vii.  Limitation period for taking cognizance or institution of prosecution under GST
Issues recommended by the Fitment Committee for the consideration of the GST Council
i.  Agenda Note on the representation received from HADMA seeking GST rate of 12%
RQ $\XUYHGD 8QDQ tingréd@sbased $adi6izer
Issues of Goods and Services Tax Network (GSTN):
i.  Status of receipt of Advance User Charges (AUC) from States and CBIC
ii. Need for moving resources from CR model to T&M model for important
developments
iii. Status update on conversion of Goods and Services Tax Network (GSTN) into 100%
Government-owned Company
Agenda Note for continuation of cess beyond the transition period
GST Compensation Options/Nays of meeting the Shortfall

Review of Revenue position
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11.
12.
13.

14.

15.

Enabling UPI and IMPS as a payment option for payments of Goods & Services Tax
Status report of creation of GRC Zone-wise (CBIC) and States / UTs as on 04.09.2020
Performance Report of the NAA (National Anti-profiteering Authoritg) the £' quarter
(April to June, 2020) for the information of the Council
Any other agenda item with the permission of the Chairperson

I.  Minutes of the Meetings of GoM on IGST Settlement held on 22.09.2020 &

01.10.2020

ii.  GST on launch of small satellites by Indian enterprises

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

Agenda ltem 9: Agenda Note for continuation of Cess beyond transition period.

1. The Section 18 of the Constitution (£0Amendment) Act, 2016 states that the Parliament
shall, by law, provide for compensation to States for loss of revenue due to implemneotadST

for a period of five years. Accordingly, the Goods and Services Tax (Compensattates) Act,
2017 was legislated by the Parliament that provides for payment of compensation ¢drSmate
Compensation Fund and levy of Compensation Cess whose proceeds are credited to the Fund.

2. The compensation to States has been paid on provisional basis to all Stétesfititncial

year 2019-20. However, due to inadequate balance in the fund and increased compensation
requirement due to economic impact of Covid-19, the compensation from April 2020 is due and
cannot be paid due to insufficient balance in the Fund. Since the impact of Covaltidbe beyond

few months, it has been estimated that there will be a shortfall in the Fund arahibensation
required to be paid during the period cannot be paid from the cess collections during the period.

3. This matter was discussed in thé'@ST Council meeting where various legal aspects, fiscal
position of Centre and States and options available to meet this evenuaalitiiscussed. During the

meeting two options for States to borrow in the current year to partidiljfipmeet the shortfall that

can be repaid from the Compensation Fund was discussed. Some States have also suggested that
Centre may borrow in the current year to make good the shortfall and userédeipts from Cess to

repay the borrowing.

4, Irrespective of the strategy adopted to meet the current shortfall, to ensutettaal cess
collected is sufficient to cover the compensation requirement during the entiredrapsitiod, the
levy of cess will have to be extended beyond the initial period of five years.

5. Section 8 (1) of the Compensation Act reads as under:

There shall be levied a cess on such intra-State supplies of goods or senbodls as
provided for in section 9 of the Central Goods and Services Tax Act, and such irger-Stat
supplies of goods or services or both as provided for in section 5 of the Integoatdd

and Services Tax Act, and collected in such manner as may be prescribed, on the
recommendations of the Council, for the purposes or providing compensation totdise Sta
for loss of revenue arising on account of implementation of the goods and serviceth tax wi
effect from the date from which the provisions of the Central Goods and &eMax Act

is brought into force, for a period of five years or for such period as may beilpedson

the recommendations of the Council:

Provided that no such cess shall be leviable on supplies made by a taxable person
who has decided to opt for composition levy under section 10 of the Central Goods and
Services Tax Act.

6. This issue has also been examined by the Ld. Attorney General of India and his wpinion
that
The cess cannot be collected for adding to the general revenues of the Central

Government. If this be so, the continued levy and collection of the cess beyondbthe per
of five years could take place only in the event there has been a shortfal payment
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of compensation to the States during the 5 year transition period. If the Statedyare f
compensated during the 5-year transition period, no question of extension of thadevy
collection of the cess beyond 5 years would arise. In other words, the GST Council would
recommend the continuance of the cess beyond the transition period of 5 years only in a
situation of shortfall during the transition period, which would necessitateaibang of

funds for paying the compensation to the States after the 5 year period is over.

7. In light of the above, approval of Council is sought to recommend that the lewyssfle
extended beyond the transition period of five years for such period as may beddquineet the

gap.

8. The exact period for which the cess should be extended beyond June 2022 shall be worked
out and be brought before the Council subsequently.
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Agenda ltem 9A: GST Compensation OptionstWays of meeting the Shortfall

The issue of pending GST compensation and future course of action to meet the GST
compensation shortfall has been discussed hGRT Council meeting on 27.08.2020 in the light of
the opinion given by Ld. Attorney General of India. On the issue of borrowings on ¢ngtktiof
IXWXUH UHFHLSWV IURP WKH FRPSHQVDWLRQ FHRV D/GWsD WKDW R
borrow is set out in Article 293(1). The limitation on such right is found in Clause (3)hwlohibits
a State from raising any lda ZLWKRXW WKH FRQVHQW RI WKH *RYHUQPHC
RXWVWDQGLQJ DQ\ SDUW RI D ORDQ ZKLFK KDV HHKWGHDGH WHR
Clause (2) of Article 292 authorizes Parliament to make loans to a Sthject to any limit which
may have been fixed by law made by Parliament. It is within these parameters that a State can borrow,
HYHQ RQ WKH VWUHQJWK Rl IXWXUH UHFHLSWVRSYRPHGE KWMKDR\P S }
would, however, be for the Central Government to take a final decision in the matterciseeggits
DXWKRULW\ XQGHU DUWLFOH RI WKH &RQVWLWXWLRQ °

2. Based on the above position, states were given two options to meet thaip@gdnsation
shortfall for current FY from market borrowing. The details of the two options were cocatechio
states by the Department of Expenditure, Government of India, which was followed afileddet
meeting Union Finance Secretary and Expenditure Secretary with the Finance Secretaties
states wherein details of the Scheme was explained to them.

3. 20 states (Andhra Pradesh, Arunachal Pradesh, Assam, Bihar, Goa, Gujarat, Haryana,
Himachal Pradesh, Karnataka, Madhya Pradesh, Maharashtra, Manipur, Meghalaya, Mizoram,
Nagaland, Odisha, Sikkim, Tripura, Uttar Pradesh & Uttarakhand)UT of J&K has opted for

Option 1 while Puducherry has indicated that it would accept Option 1 if accepted by all States.

The details of Option 1 as communicated by the Department of Expenditure as under: -

I.  The shortfall arising out of GST implementation (calculated at Rs. 97,000 crores
approximately) will be borrowed by States through issue of debt under a Special Window
coordinated by the Ministry of Finance.

Il. It will be the endeavour to ensure steady flow of resources similae tiotv under GST
compensation on a bi-monthly basis.

lll.  The GOI will endeavour to keep the cost at or close to the G-sec yield, and ienhefev
the cost being higher, will bear the margin between G-secs and average of State
Development Loan yields up to 0.5% (50 basis points) through a subsidy.

IV. A special borrowing permission will be given by the GOI under Article 293 far thi
amount, over and above any other borrowing ceilings eligible under any other pormal
special permission notified by Department of Expenditure.

V. In respect of Union Territories (including National Capital Territprguitable
arrangements to ensure flow of resources under the Special Window to them would be
made by the Government of India

VI.  The interest on the borrowing under the Special Window will be paid from thea€ess
and when it arises until the end of the transition period. After the imangieriod,
principal and interest will also be paid from proceeds of the Cess, by extéhdiQgss
beyond the transition period for such period as may be required. The Stat@twik
required to service the debt or to repay it from any other source.

VILI. States will also be given permission to borrow the final instalment of 0.5¢tn@dly
intended as a bonus for completing at least three of the four specifiedse&iiowed in
SDUD RI WKH '"HSDUWPHQW R ([SH®2017Wsddteld[\-80 ) 1R
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(hereinafter referred to as DOE OM) even without meeting the pre-conditioisswillh
enable borrowing of approximately Rs. 1 lakh crores in aggregate.
VIII. The first instalment of 0.5% unconditional borrowing permission grantedpade 4 of
the DOE OM remains unaffected. The reform-linked tranches specified in pard&sd
that OM also remain unaffected.
IX. In modification of para 9 of the DOE OM, States will be able to camydrd unutilised
extra borrowing ceilings given under that OM to the next financial yearngtaments
under para 4 (0.5 unconditional + another 0.5 as per para VIl above) can be carried
forward unconditionally; the reform-linked portions can be carried forwatigeifStates
meet the reform criteria within the dates already prescribed for this year.
X.  The borrowing under the Special Window will not be treated as debt of the Statey/for
norms which may be prescribed by the Finance Commission etc.
Xl.  The Compensation Cess will be continued after the transition period umtitisiecas all
arrears of compensation for the transition period are paid to the StatessiThedige on
the Compensation Cess each year would be the interest payable; the second charge would
be the principal repayment. The remaining arrears of compensation accrued during the
transition period would be paid after the interest and principal are paid.
4, The states while giving the option has also made several suggestion andhgiireviews.
No State has opted for the Option 2. 8 States and NCT Delhi are yet to exercise any options, including
4 States (Kerala, Rajasthan, Tamil Nadu & Telangana) which have raised cextigis’ isought
clarification but didn't opt for any option. Summary of the comments of Statggen inAnnexure
1

5. The states have made various suggestions to the Department of Expenditure on the
borrowings including the quantum. The Department of Expenditure has examined these suggestions in
detail and has agreed to modify Option 1 as under:

® Growth of 10% had been assumed to estimate the borrowing for each State ttwalling
DERXW _ FURUH 7KLV JURZW,KedRtKeOd6tul ratdJdi G X FH G
growth in the last two completed fiscal years. The amount under Option 1 Wweuldé
DERXW _ ODNK FURUH

(i) Since interest is proposed to paid through the cess, the interest on borrownegwiifi

the first charge on the Fund. In order to minimise the outgo on interest, repayment of
principal should ideally be the second charge. However, in view of the remfuibhst
states, the repayment schedule will be spread out during the period of extensia of ces
beyond transition period so that a part of the cess collection remainimgraéesst
payment goes for repayment of debt but remaining part is released Stathe against
arrears of compensation.

6. The above agenda is placed before the Council for discussion.
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Annexure-|

GST Compensation options opted by States

Issues highlighted/ Remarks (if any)

Govt. of Andhra Pradesh, reluctantly opt for Option I, with follow,
suggestion:-

(a) GoT should reimburse the States to the full extent of the re
shortfall during the transition period by borrowing the entire shor
in revenues on its own account. The States should not be as
borrow the special window or from the market.

(b) Alternately, the GST council shall put in place a mechar
under which the GST council can raise resources from the m
through an appropriate entity & release the same to the Sta
cover the full extent of the shortfall. The debt so raised ma
sewiced against future GST compensation cess receipts & not
linked to the States accounts, which are already under severe
under the prevailing extra-ordinary economic situation.

(c) The compensation should be paid in full to the State immedi
& not deferred to the future, as the prevailing situation dem
higher spending for economic revival.

(d) Under no circumstance, should the GST compensation be |
to or result in any dilution of the additional borrowing facility of Z
of GSDP provided to States under FRBM in wake of COVID
pandemic, as this borrowing is barely sufficient for making
shortfall in the State's own Revenues & higher COVID-19 rel
expenditure.

(e) The growth rate to determine revenue shortfall in FY 202
should be reflective of the ground realities instead of assuming
growth rate over previous year.

S.No. | Name of State
(Option 1)

1 Andhra Pradesh

2 Arunachal Pradesh
3 Assam

4 Bihar
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Goa

Issues raised by State of Goa: -

(a) The compensation to be given to the States should not be |
only to the amount due on account of implementation of GST|
should include the full amount due.

(b) The growth rate taken for the calculation of expected log
revenue on account of implementation of GST is pegged at
which is unrealistic for most of the States but more so for the St
Goa because the growth rate in SGST collection for the year 20
is negative vis-a-vis 2018-19, thus growth rate is -6.5%. In vie
this expected compensation due should be reworked.

(c) The compensation should be released bi-monthly so that Sta
manage its finances efficiently.

(d) The repayment of the loan taken in Option-1 should be rearrd
as- first charges should ne interest payable, second charge shg
arrears of compensation and third charge should be prin
repayment.

Guijarat

Issues raised by State of Gujarat

(a) Actual SGST growth rate of Gujarat for 2019-20 is 6.8%, w
may be considered instead of Option-1 growth rate of 10%
calculation of post settlement GST revenues.

(b) Payment priority and charge on Cess may be considers
Arrears, Interest and Principal instead of Option-1 priorities
Interest, Principal and Arrears.

(c) Moratorium period may be considered for the loan in Option-
that, arrears are paid in moratorium period followed by Interest
Principal amount.

Haryana

Himachal Pradesh

Himachal Pradesh reconsidered its decision and opted for Optiot

Earlier Himachal Pradesh didn't opt for any options. Howeve
sought clarification that whether State will be allowed to bor
more money than stipulated in calculation of Option-Il in case t
is a shortfall in SGST collection and, if so will it be allowed
current financial year.

Karnataka
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10

Madhya Pradesh

Suggestions by State of Madhya Pradesh: -

(a) Total GST revenue collection in the country has grown by
5.98% p.a. from FY 2017-18 to FY 2018-19, and 3.80% from
2018-19 to FY 2019-20, which is evident from the average moi
GST collection. GST revenue collection of MP, including Provisic
and ad-hoc IGST settlement, is negative. Thus, maximum grow
GST revenue that can be reasonable considered should not ¢
6%. Shortfall/ compensation figures may be revised accordingly.

(b) Remaining compensation arrears may be accorded second
instead of Principal, and the Principal component maybe repaid
end.

11

Maharashtra

It would be in national interest if the borrowing was done by U
Government instead of States as per the two options which have
presented to the States be reconsidered and Government of Ind
accept its legal obligations and work hanekand with States ii
order to steer our nation out of public health and economic ¢
which we face today. However, in the absence of Cer
reconsideration of its position as suggested above, Maharashtf
have no choice but to accept Option I.

11

Manipur

Manipur reconsidered its decision and opted for Option
State has earlier chosen Option 2, as the State has no shortfall
out of GST implementation, as in Option 1. As per States calculd
shortfall is Rs.359 crore under Option 2. However, if the sho
arising due to lesser VAT collection on petroleum products
included, the shortfall figures comes to Rs.475 crore.

Manipur has requested to allow the State to borrow this shortf;
Rs.475 crores as OMB under Option-2, in addition to 3% (norm
1 % (reform linked) borrowing.

12

Meghalaya

Suggestions by State of Meghalaya: -

(@) The 10% growth rate assumed in the calculations needs
revised downwards.

(b) The proposed mechanism for repayments of arrears throug
compensation cess detailed in para Xl of the note circulated on
options should prioritize release of arrears over principal repaym

13

Mizoram

14

Nagaland

15

Odisha

16

Sikkim

Requested for permission to levy State specific Cess for a peri
two and half years on Hydro Power Generations and Pharmace
companies to overcome mismatch in revenue and expen
commitments under these sectors and to contain the Fiscal Defic
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Tripura

Tripura requested the following:-

(a) To reconsider its stand on this issue and examine the feasibi
GST Council or the Union Government itself borrowing to meet
shortfall.

(b) To consider and facilitate immediate release of un-apporti
IGST of Rs.1.76 lakh crore among all the States.

(c) Growth rate of 10% in revenue collection, to arrive at
estimation of compensation due for this financial year nee
review. Tripura has growth rate of 5.06 % in 2019-20.

(d) If States are made to borrow, then the complete differenti
interest rates between G-secs and SDL yields should be comy
provided for by the Union Government.

(e) Under Option-1, second charge should be the remaining arre
compensation accrued followed by principal repayment as
charge.

18

Uttar Pradesh

19

Uttarakhand

Requested first charge to be interest then arrears and then pr
repayment

20

UT of Puducherry

Puducherry has pointed out that it is the statutory obligation o
part of Gol to pay the GST compensation to the States, in cg
there is any shortage of compensation cess it is the responsibi
the Gol to borrow from the market and pay to the States. Makin
States to borrow from the market was not at all agreed in the pre
GST Council meetings namely 7th, 8th and 10th Meeting.

Further, it was pointed out that if all the State agree for the
option, Puducherry also prefer the first option.

21

UT of J&K

(Option 2) - NIL

(Yet to excercise any option)

1

Chhattisgarh

2

Jharkhand

Finance Minister, Jharkhand has mentioned that the Attorney Ge
has also opined that the States are entitled to receive the full a
of compensation irrespective of the shortfall and accordingly,
requested to honour the unequivocal commitment given by
Government of India to compensate the Statesas assured duri
previous GST Council meetings, to restore and build up the trus
help strengthen the spirit of spirit of federalism as envisaged i
constitution.
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Kerala

Kerala didn't opt for any options, instead it has raised folloy
points:-

(a) Both the options are unacceptable to the State. These go 4
the spirit of GST (Compensation to States) Act, 2017 and needs
withdrawn.

(b) States should be paid in full amount of compensation durin
transition period in accordance with the provisions of (
(Compensation to States) Act, 2017. Since cess inflows td
compensation fund are insufficient to make good the shor
Central Government should borrow and credit to the Cess
instead of borrowing through States.

(c) To the extent the shortfall is not made good, States wou
eligible to get it in arrears after the transition period for whichppe
of cess should be extended. It is for the GST Council, in exerci
legal provisions of the compensation Act, to decide on the mo
making good the shortfall.

Punjab

Vide Letter dated August 31, 2020, FM, Punjab has detaileq
Constitutional provisions relating to the payment of G
Compensation to States on account of loss of revenue arising

LPSOHPHQWDWLRQ RI *67 )XUWKHU +
letter that the least Centre has to do to carry forward with the ¢
options is to get them enacted through legislative process and th
RQ WKH UHFRPPHQGDWLRQ RI WKH &HR
have the power to alter the compensation mechanism suo mottd
was also the essence of the assurance that Compensation pr
will be legislated and not left to the executive discretion. He fur
stated that our revenue loss in Option | would still remain un
even after availing our share of the special window as well a
additional 0.5% of the fiscal deficit. Option 2 is in breach of e
what AG has stated in his opinion. There is no rationale for
Centre to charge the cost of borrowings to the States.

Further, as per letter dated 21.09.2020, Finance Minister, PU
instead of giving any option, has suggested the following:

a) GST Compensation must be paid in terms of the law enactg
this purpose which itself should be guided by the Constituti
provisions on the subject;

b)The word "Compensation" is defined in the Compensation Act
until the same is amended, must be paid strictly in terms of the Ia

c) Compensation can't be two different amounts depending o
preference of a State. All States should get compensation in tef
a uniform principle;

d) The approach of calculate "loss arising due to implementatig
GST would need to find a statutory backing and can't be dor
administrative discretion relying on arbitrary data;

e) States must have the option of going for dispute resolution in
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of the Constitutional provisions in terms of Article 279A(11).

Rajasthan

Rajasthan has submitted that there is no case for the

Governments to borrow to meet the shortfall in the Compens
Fund. The Gol should bear the responsibility of borrowing from
RBI and disbursing to the States compensation. It can contin
collect cess to repay the RBI beyond the five years period deterr
for raising the cess for now.

Tamil Nadu

Tamilnadu is yet to opt for any option
However, in its letter, TN raised the following points: -

(&8 TN has estimated higher compensation gaps compare
compensation gap calculated by Gol.

(b) Base revenue for FY 2019-20 used by DoR must also be |
the SGST refunds and must not include the IGST Adhoc settlem

(c) The assumption in Option 1 of growth rate of 10 % over 201
revenue also appears too high in the light of actual growth in the
2 to 3 year. Hence, this assumption would also need t
reconsidered. Apart from above, CM Tamil Nadu has reque
Government of India to raise the required fund as loan and lend
the GST Compensation Fund against future cess receipts, to ¢
GST Compensation payment in full to the States in 2020-2
Further, he has requested for providing a formal and categ
assurance that any spilover of the compensation due will be p
the period after 31st March, 2022.

Telangana

Telangana didn't opted for any options, instead it has requeste
the decision of asking the States to meet the shortfall in
compensation through borrowing may be reverse. As an altern
the Centre can borrow the entire shortfall amount based ol
strength of the receipts into the Cess amount. The entire
servicing - both principal and interest can be paid from the
collected for such an extended period, beyond 2020, as the
council may decide.

West Bengal

Vide letter 29 September, 2020, CM, West Bengal has requeste
+RQTEOH 3ULPH OLQLVWHU WKDW &HQV
in the critical hour of COVID 19 pandemic and accordingly, St
will reciprocate in supporting resolution that cess collection conti
beyond five years till the entire debt of the Centre is totally liquid
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along with the entire interest payment cost, to restore the mat
trust between Centre and States instead of citing the alleged
report of AG opinion that it is not the responsibility of Governm
of India to compensate the States for shortfall in the pand
situation.

UT of Delhi

Delhi has submitted that both the options of borrowing that has
put forth by the MoF do not address the concerns and legiti
rights of the States as envisages and enshrined in the
Compensation Act. Delhi on its part is therefore, not in a positic
accept either of the options. Further, it was requested that borr(
to be made by GoT to the full extent of the GST compens
shortfall both for 2020-21 and 2021-22.
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Agenda ltem 14: Any other agenda item with the permission of the Chairperson

Agenda Item 14(ii): GST on launch of small satellites by Indian enterprises

Recently certain Indian startups engaged in manufacturing and launch of nano/ micro
satellites have opted for launch of their satellites by foreign space c@awnpasiead of ISRO or
Antrix Corporation Ltd./ New Space India Limited (NSIL), the premier Indian agencies engaged in
the activity of launching of satellites. One of the reasons for opting for laoideir satellites
through foreign launch pads is the GST applicable on the service of launch afeshyein Indian
Space agency such as Antrix or NSIL to an Indian service recipient.

2. According to the provisions of GST law, supply of satellite launch serviceAntrx
Corporation Ltd. or New Space India Limited (NSIL) to international customers agaimséimain
foreign exchange constitutes export of service and is zero- rated. However, fugadillite launch
services by ISRO, Antrix or NSIL to a person located in India is taxable. [Thisopobas been
clarified vide circular No. 2/1/2017-IGST dated 29.9.2017.]

3. GST charged on such supplies by Indian Space agencies is available to the recipient of
services as ITC. However, it entails significant upfront cost for thpieat. For a startup, this
upfront cost has significant implication. One of the startup manufacturingteatdilas informed that
they chose to get their satellites launched by a Russian space company, throughetitsiopgrany,
instead of ISRO, Antrix or NSIL because they were informed that GSTdwmilpayable on the
services supplied by ISRO, Antrix or NSIL. As India has excellent capabildrdaunch of satellites,
it is desirable that such launches, particularly for startup, should be done Hgrtiestic entity.
Department of Science and ISRO have in various interactions stated that impafs&i8 is one of
the reasons that have discouraged the startups to take services of Indian Space Agetigegat
they are taking measures to reduce cost. However, GST at 18% makes ienfmatfwhen a startup
takes a decision for availing services of Indian agency for launching of satellites.

4, It has been learnt that satellites are launched in India by ISRO, AntriX&ibd Antrix has
not accepted orders for any new satellite launches after formation of N30Q198 but may review its
satellite launch activities in view of the proposed opening up of the $ectear future. The officials
have also revealed that ISRO, Antrix or NSIL have not so far launched afitesatf an Indian
private entity. They have launched either foreign satellites or segetiit government departments
such as Defence, IMD etc. The value of satellite launch services by Antrix is as under:

Sl. No | Revenue from operation (Launch service) 2016-17 2017-18 2018-19
1 Export 208.61 232.56 324.8
2 Domestic 24.8 - 370.10
* - Amount in Rs Crore
5. In order to encourage private Indian enterprises to launch their satellite thineutidian

satellite launch facilities, the satellite launch services supplied by I8R@x or NSIL may be
exempted from GST.

6. In view of the above discussion, it is proposed that the satellite launcresesujuplied by
ISRO, Antrix Corporation Ltd and NSIL may be exempted from GST. Since no satadlitesying to

Indian private entrepreneurs have been launched so far, the revenue loss, if any, would beabdf potent
revenue, which is difficult to quantify.
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