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Agenda Item 1 — Confirmation of the Minutes of the 42" GST Council Meeting held
on 05" & 12" October, 2020

The 42" meeting of the GST Council (hereinafter referred to as ‘the Council’)
was held on 05" & 12" October, 2020 through video conference under the
Chairpersonship of the Hon’ble Union Finance Minister, Smt. Nirmala Sitharaman
(hereinafter referred to as the Chairperson). A list of the Honble Members of the Council
who attended the meeting is given at Annexure-1&2. A list of officers of the Centre, the
States, the GST Council and the Goods and Services Tax Network (GSTN) who attended
the meeting is given at Annexure-3&4.

2. The following agenda items were listed for the discussion in the 42" Meeting of
the Council:

I: Confirmation of the Minutes of GST Council Meetings.

i. 40" meeting of the GST Council held on 12"June, 2020
fi.  41% meeting of the GST Council held on 27"August,

2020

2. Deemed ratification by the GST Council of Notifications,
Circulars and Orders issued by the Central Government

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

4. Timelines in respect of TRAN-1/TRAN-2 declarations based on
the discussions of 13" meeting of IT Grievance
Redressal Committee held on 01.09.2020

3. Update on Return Enhancement and Advancement Project
(REAP) & in-principle approval of overall architecture

6. 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 quarterly taxpayers upon
introduction of the new GSTR-2B functionality

il. Issues related to Annual Return for Financial Year 2019-
20

iii. Steps taken to improve compliance behavior of
taxpayers for making furnishing of GSTR-1 mandatory
before furnishing GSTR-3B
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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
proseeution 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% on
Ayurveda/Unani/Siddha®  (AUS)-ingredients  based
sanitizer
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

ili.  Status update on conversion of Goods and Services Tax
Network (GSTN) into 100% Government-owned
Company

Agenda Note for continuation of cess bevond the transition
period

GST Compensation Options — Ways of meeting the Shortfail
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
Authority) for the Ist quarter (April to June, 2020) for the
information of the Council

Any other agenda item with the permission of the Chairperson
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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

15. Date of the next meeting of the GST Council
Preliminary discussion

3. The Hon’ble Chairperson invited the Union Finance Secretary and ex-officio
Secretary to the GST Council (hereinafter referred to as the Secretary) to begin the
proceedings. The Secretary  welcomed the Hon’ble Chief Minister, the Hon’ble
Minister of State (Finance), the Hon’'ble Deputy Chief Ministers and the Hon’ble
Members to the 42" Meeting of the GST Council.

3.1.  After preliminary discussions, the Hon’ble Chairperson asked the Secretary to
take up the individual Agenda Items for consideration of the Council.

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

4. The Secretary informed that the 1st Agenda item, was the confirmation of the
Minutes of the 40" and 41* Meetings of the GST Council (hereinafter referred to as
Minutes) held on 12" June, 2020 and 27" August, 2020 respectively. He stated that the
Minutes were circulated to all the States in advance and comments have been received
from the following States suggesting the following changes.

i. The State of Puducherry suggested that:

a. in Para 6.5 of the minutes recorded for the 40™ GST Council meeting in
line 4, to replace the presently recorded version (Several rounds of
meetings were held amongst which one was held in the presence of
Hon’ble Union Finance Minister and it was agreed that this issue will be
resolved) with the following version “Several rounds of meetings were
held in this regard. One such meeting was held in the presence of the
Hon’ble Union Finance Minister and it was agreed that this issue will be
resolved”.

b. in Para 9 of the minutes recorded for the 41 GST Council meeting, in
lines 46 and 47, to replace the presently recorded version (Further he
brought up the issue that every State was getting 51% revenue share
whereas Puducherry was getting only 26% whereas it was entitled to
51%) with the following version “Further he brought up the issue that
every State was getting 41% revenue share whereas Puducherry was
getting only 26% whereas it was entitled to 41%”.

ii The State of Kerala suggested that:

a. in Para 40 of the minutes recorded for the 41 GST Council meeting, to
replace the presently recorded version (the Hon’ble Member from
Kerala stated that he disagreed with the assessment made by the Finance
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Secretary in dealing with the situation. When the economy is in
recession, or in contraction, the theory suggests that the Government
should expand the expenditure.) with the following version “The
Hon’ble Member from Kerala strongly disagreed with the assessment
made by the Finance Secretary in dealing with the situation. He stated
that barring one or two states all others who spoke, said that the center
should do the borrowing. Having felt the sense of the house, this aspect
should be discussed first and he took strong exception to the discussions
centering on Covid related revenue loss and non-Covid related revenue
loss. When the economy is in recession, or in contraction, the theory
suggests that the Government should expand the expenditure.”

b. in Para 59 of the minutes recorded for the 41* GST Council meeting, to
replace the presently recorded version (the Hon’ble Member from
Kerala stated that the best course of action would be to give some time
to the States to communicate the option they choose to exercise.) with
the following version *The Hon’ble Member from Kerala stated that the
best course of action would be to give some time to the States
to examine the options.”

5 For Agenda Item 1(i) and 1 (ii), the Council approved the Minutes of the
40"GST Council meeting and 41% GST Council meeting with the changes suggested by
Puducherry and Kerala as detailed in para 4 above.

6. After confirmation of the minutes of the 40" and 41" meetings of the GST
Council, the Hon’ble Ministers from the States / UTs of Puducherry, Punjab, Kerala,
Telangana, Haryana, Maharashtra requested the Chairperson that the GST compensation
issue should be discussed first while rest of the agenda items could follow. The Secretary
clarified that compensation issue was listed as Agenda Item 9A. He sought permission of
the Chairperson and the Hon’ble Ministers to first discuss Agenda Item 9 on continuation
of cess beyond transition period and then Agenda Item 9A. It was agreed upon and the
meeting started with discussion on Agenda No.9.

Tt However, the minutes are presented below in sequence of the Agenda [tems 2 to
14 for the convenience of ease of reference.

Agenda Item 2: Deemed ratification by the GST Council of Notifications, Circulars
and Orders issued by the Central Government.

8. The Secretary asked Pr. Commissioner, GST Policy Wing, Sh. Yogendra Garg to
place the Agenda before the Council. PC, GSTPW introducing the Agenda briefed the
Council that the Agenda is regarding deemed ratification of Notifications. Circulars and
Orders in relation to decisions already taken by GST Council and if deemed fit may be
ratified and approved by the Council. He stated that in the 40" GST Council meeting held
on 12-6-2020, the Council had ratified all the notifications, circulars and orders issued
before 10-6-2020. He thereafter made a presentation (Annexure 5) listing out all the
notifications. rate and non-rate of CGST, UTGST, IGST and Compensation Cess
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Circulars and Removal of Difficulty orders issued since 10-6-2020 till 25-9-2020, under
the GST Laws by the Central Government as available on www.cbic.gov.in

9. For Agenda Item 2, the Council ratified the following:

i. the notifications, circulars and Orders as in Agenda Item and the presentation
(attached as Annexure 5) made during the Council Meeting, which are available on
www.cbic.gov.in

Act / Rules Notification/Circular/Order Nos

CGST Act/CGST Rules Central Tax From Notification No. 48/2020- Central |
Tax, dated 19.06.2020 to Notification No.
73/2020- Central Tax, dated 01.10.2020

Notification No. 04/2020-Central Tax
(Rate) ,dt. 30-09-2020

UTGST Act Union Territory Tax | Notification No. 02/2020 - Union Territory
Tax dated 24.06.2020 and Notification No.
04/2020 - Union Territory Tax (Rate)
dated 30.09.2020

IGST Act Integrated Tax 1. Notification No. 04/2020 -
Integrated Tax dated 24,06.2020
2. Notification No. 05/2020 -

[ntegrated Tax dated 24.06.2020 |
3. Notification No. 04/2020 - |
Integrated Tax (Rate) dated ‘

30.09.2020 ‘
Circulars Under CGST Act, 2017 141/11/2020 - GST |
ROD Orders | Under CGST Act, 2017 01 of 2020- Central Tax

ii. the notifications, Circulars and Orders issued by the States which are parimateria
with above notifications, Circulars and Orders.

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

10. PC, GSTPW, CBIC informed that the GST Implementation Committee (GIC)
took various decisions between 27.05.2020. and 08.09.2020. Further, due to the urgency
involved, certain decisions were taken by GIC after obtaining approval amongst GIC
Members by circulation. He made a presentation (attached as Annexure 5) on the
decisions taken by GIC.
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10.1  The Hon’ble Deputy CM of Delhi on the decision of GIC with respect to sharing
of information with the Comptroller and Auditor General of India commented that this
information should be sought directly from GSTN instead of CAG approaching each
State separately. He suggested that after getting approval from the States, GSTN should
make the information available directly to CAG. He stated that an SOP be made by the
Council for both CBIC and the States on the modalities of information sharing. He added
that CAG is first approaching the States and then States are seeking information from
GSTN and then sharing it with CAG. This will make the whole process cumbersome. He
suggested that instead, GSTN should be authorised and with due approval of the States,
GSTN should be allowed to share information with CAG. He further stated that CAG
was presently asking for information from the NCT of Delhi, so the issue needs to be
addressed urgently.

10.2  The Secretary to the GST Council acknowledged that suggestion of the Hon’ble
Deputy CM of Delhi was good and stated that it should be done the way suggested. He
added that in consultation with CAG, they had established certain protocol as to how
information from the Central Government will go.

Now as per the suggestions given by the Hon’ble Member, the same will be incorporated
and then in principle approval can be taken with regard to the nature and manner of data
sharing. so that whatever is decided for Central Government, the same can be placed
before the Council and based on that, data sharing can be done with CAG. He informed
the Couneil that the Deputy CAG had met him some time back and placed similar request
that going to all the States separately for data will be cumbersome and hinder proper
audit. He emphasised that proper audit was must to ensure timely corrective action on the
observations of CAG.

10.3  The CEO, GSTN, clarified that there were two aspects, one being selection of
cases where audit will be done and for that data can be taken centrally. Second is once the
cases are selected then they need to approach the particular jurisdiction and look at the
files. He informed that now the Central Government authorities have created User-I1D
and password for the CAG Officers so that they can access the information. Suppose the
CAG authorities want to look at the entire refund processing, they can see from start to
end for those cases which have been selected by them. Same thing they want for the
States as well. He informed that for 30 Model-2 States, GSTN was in the process of
creating a similar kind of access mechanism wherein the States create the access User-
Id”s and passwords and give to CAG for accessing data required.

10.4  The Secretary. GST Council summing up the discussion stated that today’s
meeting could be taken as authorisation for making similar mechanism for the States as
had been done for the Centre after extensive discussion with CAG for data sharing with
CAG, wherein after approval from the States, the User-1d and password can be given to
CAG for enabling access and retrieval of data for the individual cases they want to look
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10.5  The Hon’ble Deputy CM of Delhj again stressed that approval of the State in this
process was must.

10.6 The CEO, GSTN clarified that the User-Id and password will be made available
to the State Nodal Officer so that when the CAG team comes for audit it can be handed
over by the State Nodal Officer for access of data and then be taken back once audit is
complete. So, the control rests with the States. As it is approved today by Council, GSTN
will work on the same and have the functionality ready at the earliest.

10.7  The Hen'ble CM of Delhi appreciated the same.

10.8 The Commissioner, Commercial Taxes, Kamataka submitted that as a Model 1
State, CAG had already sought their data through the backend. So they were already
accessing their system and as Model 1 State they did not have access to the GSTN
system. So as far as Model 1 States were concerned, CAG could continue to access their
system much like their officers accessed it.

11, For Agenda Item 3, the Council took note of the decisions of the GST
Implementation Committee between 27.05.2020 and 08.09.2020.

Agenda Item 4: Timelines for TRAN-1 and TRAN-2 based on 13" meeting of
ITGRC

12. The Secretary of the Council asked the Convener, Law Committee to brief the
Council on the agenda. The Convener. Law Committee explaining the agenda informed
that in 13" ITGRC meeting, it was observed by the ITGRC that Rule 117(1A) of CGST
Rules, 2017 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 respect 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 had made a recommendation for such extension. Similarly, due date of
filing TRAN-2 had been extended upto 30.04.2020. In view of the spread of pandemic
COVID-19, these timelines stood extended to 31.08.2020 vide CBIC Notification No.
35/2020-CT dated 03.04.2020 read with Notification No.55/2020-CT dated 27-06-2020.

12.1  He further informed that the ITGRC in its meeting held on 01.09.2020 had
recommended 26 cases (12 cases received from Nodal Officers and 14 cases received on
account of Court cases) for opening up of the portal to file revised TRAN-1/TRAN-2.
Further, another 31 cases viz. 9 Court cases and 22 cases received from Nodal Officer
(received by nodal officers before 31.03.2020} were under examination by the GSTN. He
informed that the ITGRC had observed that as due date for submitting the declaration
electronically in Form GST TRAN-1 under present provisions of Rule 117(1A) was
already over on 31.08.2020, it therefore appeared that ITGRC could not take up any fresh
case for discussion and recommendation unless the Rule was amended. In view of the
above, the ITGRC requested that this issue might be referred to Law Committee before
bringing it to GST Council for appropriate recommendation,
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122 The issue was deliberated by Law Committee in its meeting held on 09.09.2020,
wherein it was decided that the timeline under Rule 117(1A) should not be extended. as
any extension of time limit under Rule 117(1A) may adversely affect the stand taken by
the Government in the Special Leave Petition 7425-7428/2020 filed by the Revenue in
the case of Brand Equity Treaties Limited in the Hon’ble Supreme Court.

12.3  The Secretary apprised the Council that this Agenda involves two parts:

(a) The ITGRC had recommended 26 cases (12 from Nodal Officers and 14
Court cases) in its 13" meeting held on 01-09-2020 for opening up of the
portal to file revised TRAN-1/TRAN-2.

(b) The cases pending with GSTN as on 01-10-2020, including 9 Court cases
and 22 cases received from Nodal Officer (received by nodal officers before
31.03.2020), totaling to 31 cases.

He explained that though the due date for submitting the declaration
electronically in Form GST TRAN-1 under present provisions of Rule 117(1A) was over
on 31.08.2020 but these 26 cases, having technical glitches while filing TRAN-1/TRAN-
2 and recommended by the ITGRC, may be considered so that the portal can be opened
for these cases. This would give legal backing for enabling opening up of the portal in
respect of these 26 cases recommended by ITGRC.

124 For the cases mentioned at 12.3(b) above, he requested the Council that the issue
may be kept open and the same can be brought back to the Council. He informed that
many ol these taxpayers are approaching Courts to get transitional credit and that there is
a need to be cautious as whatever is done with regard to these cases would have legal
implications.

13. For Agenda item 4. the GST Council took note of the above and accorded its
approval for 26 cases duly recommended by ITGRC in its 13 meeting held on 01-09-
2020 for opening up of the portal to file TRAN-1/TRAN-2, if they had faced technical
glitch.

Agenda Item 5: Update on Return Enhancement and Advancement Project (REAP
& in-principle approval of overall architecture

14. The PC, GSTPW made a presentation (Annexure 5) and briefed the Council that
in the 39 GST Council meeting held on 14.03.2020, it was decided that instead of an
entirely new return system, enhancements were to be carried out in the existing system
and achieve the same objective. The Return Enhancement and Advancement Project
(REAP)undertaken by the GSTN essentially involved, inter-alia, that the liability got
auto-populated from the GSTR-1, the credit got auto-populated from GSTR-1 of the
suppliers and ultimately an auto populated return is generated.

14.1  Briefing the Council PC, GSTPW highlighted that following features had already
been enabled under REAP:-

i. Nil filing of GSTR 3B by SMS
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ii. Nil filing of GSTR-1 by SMS

iii. Auto population of liabilities from GSTR-1 to GSTR- 3B for Monthly
Taxpaycr

iv. Auto drafted ITC Statement (GSTR-2B): Elaborating on this point, PC,
GSTPW stated that auto drafted ITC statement in GSTR-2B was now available.
The Secretary explained that one of the major issues during discussions in the
Council was invoice matching. In GSTR-2B details of all the suppliers” invoices
could be seen and on that basis his ITC was being computed leading us to the
final goal of invoice matching. He stated that GSTR-2B was an important step in
that direction. He reminded the Council of the presentation made by Sh. Nandan
Nilekani in the 39" GST Council meeting held in March wherein he was
requested that by end of July, certain important milestones be achieved, and this
was one of them. This should prove beneficial for taxpayers as they would know
the exact ITC available to them on the basis of invoice matching and also for the
tax administration as any undue utilisation of tax credit will be red flagged for
necessary action and follow up. So, it was good for the taxpayer and good for the
tax administration and should definitely boost tax collection.

v. Enhancement of existing comparison report of auto-drafted and filed values for
GSTR-3B |

vi. Matching Tool for matching GSTR-2B and the Purchase register: To this
point the PC, GSTPW elaborated that matching tool is now available using which
the taxpayer could match his purchase register to GSTR-2B and find missing
invoices. He stated that a communication tool is under development which would
enable taxpayers to send the details of missing invoices to his suppliers for
making necessary corrections/declaration.

vii. Import data as part of GSTR-2A download and GSTR-3B auto-population:
To this point PC, GSTPW added that earlier import data from customs was on

self-entry basis and now it was also flowing from the system automatically into
the GSTR-2B.

viii. Delinking of credit/debit notes with invoices in GSTR-1/GSTR-6

ix. Providing detail of invoices considered for computation in Table 8A of
GSTR-9: To this point, PC, GSTPW elaborated that in GSTR-9, ITC was auto
populated for the entire year but the taxpayer did not know as to which invoices
were captured and there was a difficulty in reconciliation which had now been
made resolved.

Giving the roadmap, graphically depicted in the presentation (AnnexureS) the PC,
GSTPW stated that finally everything will be linked, and taxpayer would get an auto
drafted GSTR-3B from the system. The ultimate goal is that everybody needs to declare
only their GSTR-1, that is their own invoices, and once e-invoice was achieved for
everybody, even GSTR-1 will also be automatically prepared and from this GSTR-3B
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will also be prepared. This would ensure that the compliance cost and burden go down
significantly and barring reverse charge supplics and ITC reversals, practically
everything will be done by the system.

142 He further highlighted that the only area where work was yet to be done was
regarding the earlier approved quarterly return with monthly payments which was
proposed to be rolled out as part of the new return system for smaller taxpayers with
turnover less than Rs.5 crores. He informed that such taxpayers are about 89% in number
and contributed only about 13% to the total tax revenue. PC, GSTPW stated that a similar
QRMP system with a slightly different approach is now proposed to facilitate these small
taxpayers. He highlighted that the inajor issue was computation of the tax liability every
month after taking into account the outward supplies, inward supplies and ITC
computation and filing of return because it may require some external assistance. He
stated that under the proposed scheme, all the small taxpayers having turnover less than
Rs.5 crores will have an option of either self-assessing their tax liability, or auto
generating their challans of 35 percent of the cash liability of the last quarter. Thus, based
on past tax liability, monthly tax liability would be allowed to be paid instead of
assessing the tax liabilities. Only at the end of the quarter, they would need to file their
return and assess the correct liability. This way instead of filing GSTR-3B and GSTR-1
every month, they would be required to be filed only quarterly which will lead to
substantial reduction in the compliance costs. The Secretary, GST Council added that the
taxpayers are actually paying 35% during first two months of the quarter ¢n the basis of
the last quarter cash payment and in case, during the third month. he has to pay more
because of greater tax liability for the quarter, then he will not be required to pay interest
on the tax liability for the first two months as he had already complied with the 35%
requirement. This would substantially reduce his compliance burden as instead of filing
meonthly return, he is filing quarterly returns. He added that the total number of taxpayers
with tumover less than Rs. five crores is almost 89% and for making these monthly
payments, these people will not need to visit any accountant or professional anymore, so
to that extent it will be a big relief.

143 The PC, GSTPW stated that the taxpayer will not need to refer back te his taxes
and the system will pick up and generate the challan. He stated that the quarterly filers
will be required to file their GSTR-1 also quarterly only. He stated that the challenge in
quarterly GSTR-1 currently available for taxpayers having turnover less than Rs. 1.5
Crore is that some of the large buyers or buyers making exports demand that invoices
supplied to them should be declared on monthly basis. The smaller taxpayers are
therefore forced to either go for monthly compliance or lose their customers. He informed
that keeping this difficulty in mind, a facility is proposed so that the taxpayers can report
invoices of such buyers on monthly basis while report the rest on quarterly basis. Further
he proposed that QRMP be made available from 01.01.2021 for which the option be
made available from 01.12.2020. He informed that in order to facilitate these small
taxpayers, what is proposed is that they are migrated automatically by default to QRMP
Scheme and they can opt out during December 2020-Janvary 2021 till 31 January 2021
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and the same will be publicised. With this, he placed the following proposal for in-
principle approval of the Council:

i, For month M1 and M2 of the quarter they will file only one challan PMT-06 for
their liability (net of ITC)
ii.  Option to estimate tax liability or pay 35% of cash paid in last quarter
iii.  Continuous invoice filing facility (IFF) to be made available in M1 and M2

He stated that once GST Council granted in principle approval to the same, the Law
Committee would work out the legal framework.

144  The Secretary GST Council reiterated that this was proposed to be brought from
01.01.2021 and that it had two components. One part being Technology which was
already being worked out and they were confident that this would be done in time. The
other part was legal for which certain changes in the Rules would have to be made which
Law Committee will work out, so the taxpayers should get the benefit of QRMP right
from the fourth quarter of this Fiscal Year.

14.5 The Hon’ble Member from Goa lauded the proposal and stated that it was long
due and he was waiting for invoice matehing to be there. He complimented the officers
for formulating this proposal and opined that they should move ahead with it immediately
for it to be implemented from 01.01.2021. He reiterated that it was long overdue and
congratulated the officers for having worked on it despite the pandemic. He hoped this
will help to plug leakages and firm up revenues.

14.6  The Hon’ble Dy. CM of Gujarat stated that it had always been discussed that the
Forms and Returns must be made as comfortable and easy as possible. He opined that the
Law Committee had not yet finalised the Return form and the format of the same must be
widely publicised to CA’s and professionals and feedback must be sought on it. He stated
that it should be put up in public domain through website and feedback from Trade
associations and stakeholders be sought on whether it is really comfortable and easy and
only then should Law Committee finalise the same so that there is no need of any change
in future.

14.7  To the point made by the Hon’ble Dy. CM of Gujarat, the PC, GSTPW explained
that no returns or forms were being changed and that the proposal was only to allow for
monthly payment to small taxpayer for which he will have to pay a challan of 35% of his
cash payment of last quarter and that he will have to file quarterly returns, for which the
form remains the same. The Secretary, GST Council added that GSTR-1 and GSTR-3B
forms remained the same and only their frequency was being altered. This proposal
would require changes in the GST Rules which the Law Committee will look into and
these will be brought before the Council before 31.12.2020 for it to be made functional
from 01.01.2021. Nonetheless he assured the Hon’hle Deputy CM that in case any
changes were made in the forms, they would consult the same with stakeholders and
obtain their feedback.

14.8 The Hon'ble Deputy CM of Gujarat suggested that they must strive to
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ease/simplify the forms as these prove to be quite complicated for the small taxpayers
who are being allowed to file returns quarterly. A simple and easy form must be made
available for these taxpayers. He thanked the Secretary for accepting his suggestion on
stakeholders’ feedback.

15, For Agenda Item 5, the Council granted in principle approval to the Quarterly
Return and Monthly Payment Scheme (QRMP) to be made available from 01.01.2021 as
proposed and directed that the Law Committee should work on the legal framework for
the same expeditiously.

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

16. The Secretary then asked PC, GST Policy Wing Sh. Yogendra Garg to take up
this Agenda Item. The PC, GSTPW, initiated the discussions with a presentation
(Annexure 5) and briefed the Council that all the proposals in this Agenda were
discussed and recommended by Law Committee.

16.1  Taking up the Agenda Item 6(i) he stated that in the existing returns system
consisting of GSTR 1-2-3, since GSTR 2 and GSTR 3 were kept in abeyance, GSTR-I
and GSTR-3B need to be prescribed time and again. He informed that the existing
extensions were valid till 30 September 2020. The GST Council in its 39" meeting held
on 14" March, 2020 had already decided on incremental approach to new return system
by enhancing existing return system and that as explained in the previous agenda item.
the said project would get completed by 1% April 2021. Therefore, the proposal was that
GSTR-3B and GSTR-1 be prescribed till 31 March 2021 and at the same time Law
Committee would work on cnsuring that the legal framework law gets aligned with
GSTR-1 and GSTR-3B system which are going to be the final returns system, so that
further extensions are not required. He further stated that second part of the proposal was
that the due date of quarterly GSTR-1 is the last day of the month succeeding the quarter
which would cause difficulty to the buyers in availing ITC on time since now GSTR-2B
has been made available which gets generated on the 14™ of the succeeding month. He
explained that there was a need to align the due date and it is proposed that due date for
quarterly GSTR-1 be made 13" of the month following the quarter so that GSTR-2B
of the quarter involve all those invoices also. The Council approved the said proposal at

6(i).

16.2  Taking up the next Agenda Item 6(ii) the PC, GSTPW stated that it was
regarding annual return / reconciliation statement for 2019-20. He reminded the Council
that for the annual returns for 2017-18 and 2018-19, based on the stakeholder’s
suggestions, certain tables had been made optional. Now, out of those optional Tables,
two items i.e. details of ITC availed on capital goods and Tables 8A to 8D (ITC data)
were proposed to be made mandatory as part of 2019-20 return cycle. For 2020-21 cycle
he stated that they will be anyway developing a new form because of lots of
enhancements which had taken place. He stated that the second decision point was that
the Council had made the annual return for 2018-19 optional for taxpayers with turnover
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upto Rs.2 crore and 9C was mandatorily required to be filed by taxpayer having turnover
of above Rs.5 crore, but looking at the difficult times that the taxpayers have gone
through due to COVID related lockdown, further enhancement in turnovers in this regard
could be considered. He explained that just less than 2 percent of the taxpayers had
turnover of greater than Rs.20 crore and who contributed 84 percent of the tax. The PC,
GSTPW, placed for the consideration of the Council whether they should maintain the
same threshold that is Rs.2 crore for GSTR-9 and Rs.5 crore for GSTR-9C or should they
be looking at any enhancement to give relief to more taxpayers.

16.3  The Secretary added that in this proposal some analysis had been done and it was
discussed in Law Committee and the Council can take a final view on this. He stated that
Form-9C nparticularly requires some professional help. It was also necessary
because whatever extra credit one had taken, had to be reconciled through 9C. He
informed the Council that whatever tax came from 9C mechanism last year, majority of it
came from those who are having turnover more than Rs.20 crore. So the proposal was
that if the turnover for mandatory GSTR 9C could be increased from Rs.5 crore to Rs.20
crore it would provide a big relief to the taxpayers and a larger number of taxpayers
would not have to worry about filing 9C. Further he stated that through data analytics if
supposing they found large gaps and somebody had taken more credit than due to him
and if his turnover was less than 20 crores, they could always ask for more information.
The Secretary opined that this kind of balanced approach will protect the revenue and
ease the compliance burden. He requested the Council to approve the proposal.

16.4  The Hon’ble Member from Kerala stated that when they had increased the limit
last time he had opposed it justifying that the annual return was a very important
instrument to check tax evasion. Now virtually they were giving it up in the name of easy
compliance. He added that the extra effort to plug tax leakage has a compliance cost.
They had already raised the limit and raising it further was not a balanced approach at all
and therefore, he was not in favour of the proposal.16.5 The Hon’ble CM of Puducherry
stated that the present status for filing of annual returns GSTR-9 and 9A was that it was
optional for taxpayers with aggregate turnover less than Rs 2 crores and the filing of
GSTR-9C was mandatory for those with turnover greater than Rs.5 crore. In his view,
filing of reconciliation statement in form GSTR-9C with annual turnover of more than
Rs.5 crore had to be continued. In the sense, he agreed with the view expressed by the
Hon’ble Finance Minister of Kerala that when they give exemption relaxations, it gives
room for evasion and the reconciliation statement definitely will help to avoid evasion of
tax. Therefore, check and balance will be there and according to him the present system
of Rs.2 crores and Rs.5 crores be continued.

16.5 Hon’ble Member from West Bengal stated that in his presentation to the GST
Council, Sh. Nandan Nilenkani mentioned about significant leakage of revenue and
bigger question was, as to how do we reform this structure so that this leakage could be
minimised. Of course now auto population was being proposed which was one of the key
points that three hundred crores of invoices were to be uplinked every month, according
to the original plan. He stated that GSTR-1 was working fine but GSTR-2 which was
supposed to be auto populated was not working. He enquired from the senior officers

Page 13 of 93

Minutes of 42nd GST Council Meeting

|

CHAIRMAN’'S
INITIALS




MINUTE BOOK

Al

1
CHEIRMAN'S
INITIALS

whether these changes would bring down significant amount of leakage which is
primarily due to input tax credit where fraudsters create companies and those companies
are non-existent shell companies and they create ITC on them because the system does
not have the auto population and matching of invoices there. What are the fundamental
changes which will help in reducing the ITC fraud due to the inefficiency or lacunae in
the system, how do we do that? If we can get an answer to that, if it was not possible
now, if something could be produced to show how this could happen, it would be big
service in the collection of tax.

16.6  The Secretary sought the permission of the Hon’ble Chairperson to respond to
the Hon’ble FM of West Bengal stating that they had brought several proposals to
achieve that goal of plugging leakages. In a sense that some of the proposal had been
brought in this Council Meeting and some had been approved in the last two council
meetings. One of the points mentioned by the Hon’ble Member about people creating
companies, fly by night operators, issuing invoices and disappearing had been restricted
through introduction of GST registration through Aadhar authentication. Now it was not
that easy that somebody gets some PAN card or some documents from somewhere and
floats a company, issues invoice and disappears. In order to get a registration, one will
have to give Aadhaar and if somebody does not give Aadhaar number then in that
particular case his premises has to be physically inspected. He was very glad to state that
almost 90 percent of the new registration had been through Aadhaar based mechanism.
Further he added that GSTR-2B auto-population and matching had been implemented.
He requested the Hon’ble FM that instead of taking time here in the next Council meeting
they could actually come up with the presentation on the steps taken thus far to curb
leakages, minimise ITC leakages, the achievements on that front and the way forward
and it could be discussed in detail.

16.7  The Hon’ble Member from West Bengal submitted that what the Hon’ble Deputy
CM of Gujarat had said with regard to stakeholder consultation and inputs, in his
experience having been on both sides of the story, he found, was a very constructive
suggestion. There were two sides of the story one is those who create the shell companies
and run away and the other is honest taxpayer who are made to go through such a rigour.
The bigger ones find ways and means through chartered accountant and smaller ones are
unable to do so. He suggested that as pointed by the Hon’ble Deputy CM of Gujarat,
stakeholder consultation was very important. He noted that it was here that they had
repeatedly been making the mistake, not only in this tax but taxation in general.

16.8  The Secretary agreed that stakeholder consultation was very important and they
would include it in every major decision. He brought to the notice of the Council that a
major step had been taken from 1st of October wherein electronic invoice (e-invoice) had
been made mandatory for all companies having turnover more than Rs.500 crore for B2B
supplies. He noted that they were given a lot of time, lot of discussion took place and
finally from 1 October it was initiated and during the last 3-4 days, each day 6 to 7 lakh
invoices were being filled electronically. He stated that the mandatory limit for e-invoices
today was Rs.500 crore and this Council had already approved that from 1% of January all
companies having turnover of more than Rs.100 crores will be required to generate e-
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invoice and ultimately, they will gradually bring down this limit, so that smaller
companies are also able to generate e-invoices. Finally, the day everybody starts
generating e-invoices, the whole concept of GSTR-1 will no more be relevant and the
invoice matching to that extent would be perfect, the return can be pre populated because
all the invoices are electronic. The taxpayer can simply verify and make the payment. He
added that they were adopting a gradual approach so that industry was also able to adjust.
In this approach, bigger taxpayers are being included first as once they are able to adjust
to the new system, the medium and small industries also will be able to follow up on the
same.

16.9  The Hon’ble Deputy CM of Delhi stated that the driving force of this proposal,
he presumed, was change in the definition of MSME. He further stated that he was of the
opinion that the 5 lakh taxpayers falling between aggregate turnover of Rs.5 crores to
Rs.20 crores were already getting their accounts audited, even IT audit was already being
done for them. If they were already getting their audit done, they had to merely file return
and subsequently with auto population tool this could be done. Therefore, he opined that
there was no need to relax it further as Rs.5 crore limit was already set, it should be
allowed to continue and they should not touch it and for the taxpayers with turnover
above Rs 5 crore, it was not a big deal as they were already getting their accounts
audited.

16.10 The Secretary, with the permission of the Hon’ble Chairperson, stated that the
older limit could be retained and accordingly no change may be done. The PC, GSTPW,
added that as part of this agenda 6(ii), a clarification that annual return being optional for
taxpayers with less than Rs.2 crores aggregate turnover, was optional for composition
dealers as well, may be issued. The Council approved the proposal to that extent.

16.11 The PC, GSTPW taking up Agenda 6(iii) briefed the Council that for auto-
population and any matching, what was most important is that their outward supply
statement, GSTR-1 was filed. Currently the behaviour was very different though the
behaviour had been changing ever since rule 36(4) was introduced in terms of which the
credit availed cannot be more than 110% of the tax as per invoices declared by the
supplier. He stated that still there was a gap of about 20% between GSTR-3B and GSTR-
i filing. For the auto generation of liability in GSTR 3B under REAP project proposed
from 1%of April, it was very important that GSTRI1 filing becomes disciplined and
GSTR-1 is filed before GSTR-3B is filed. So, it is proposed that measures be taken to
ensure that GSTR-1 is filed before GSTR-3B. He explained that what is proposed is that
there is going to be a system check and late fee collected from 1st of April 2021 if GSTR-
1 is not filed. He further stated that it was very important as the Secretary also mentioned
that once GSTR-1 is filed then the entire returns can be auto-populated. Of course, when
e-invoice reaches the last level, the GSTR-1 itself will become redundant but till such
time it was important that GSTR-1 was filed. The other measures which Council had
approved in the meeting held in December last year was to bring in system check that e-
way bill is blocked if GSTR-1 are not filed. He further stated that both kinds of behaviour
are there that some file GSTR-1 and not file GSTR-3B and vice versa. He added that if
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the Council approves the proposal in this meeting, the trade would get six months’
advance notice.

16.12 The Secretary said that the said requirement will come into effect from 1% of
April 2021 and this was very important. As the Hon’ble FM of West Bengal had
mentioned about ITC leakages and resulting loss of revenue, these steps regarding filing
of GSTR-1 prior to GSTR-3B must be taken. And in case GSTR-1 is not filed for 2
months their e~way bill would be blocked. He added that they were giving enough time
so that trade and industry can adjust before it is rolled out from 01-04-2021.

16.13 The PC, GSTPW stated that quite a large number of large taxpayers and
compliant taxpayers were already filing and more than two third of the paying taxpayers
were already following this behaviour. He further stated that for the late fee on delayed
furnishing of GSTR-1, currently there is an impression that on GSTR-1 there is no late
fee though there is a late fee in law. The same is not being populated in the next month’s
GSTR-3B and not being thus collected also unlike the late fee for delayed submission of
GSTR-3B. The proposal is that from 1% of April 2021, GSTR-1 late fee also appears in
the next GSTR-3B. Another proposal for auto-population along with this is that of
interest on the delayed payment of tax. He informed that the Council had already decided
that interest will be on net basis. Therefore, it is proposed that from 1% of April, the late
payment interest would also auto populated in GSTR-3B so that it can be collected with
tax payment itself. It will also bring in more discipline in GSTR-3B filing. No change in
law was required and these all were procedural changes. Further, he informed that since
GSTR-3B can contain liability of earlier months also, there will be a facility to modify
and add interest.

16.14  Taking up the next Agenda Item 6(iv) on changes in HSN requirement, the PC,
GSTPW, stated that tax administration had been struggling to generate the sectoral data.
A conscious decision was taken that in the first two-three years of the GST to not burden
taxpayers with HSN requirement. Currently, for taxpayers having aggregate turnover
upto Rs.1.5 crore no HSN is to be given, from Rs.1.5 to Rs.5 crore aggregate turnover it
is only 2 digits and above Rs.5 crores it is 4 digits. But this is leading to misuse besides
challenge in getting sectoral data. Quoting the example of stainless-steel, PC,GSTPW,
stated that people don't declare the correct heading as they declare only 2 digit or 4 digit
and the distinction cannot be made between costly grades and cheap grades leading to
evasion of tax. He explained that the proposal was that from I of April 2021, 6 digit
HSN for goods and service be made mandatory for all taxpayers above Rs.5 crore
aggregate turnover while for those below Rs.5 crore aggregate turnover 4 digit code will
be mandatory only on B2B supplies. In addition, power to prescribe a class of supplies
where the 8-digit HSN/SAC must be mentioned so that sensitive items like chemical
weapons or evasion prone goods like stainless steel etc. can be effectively monitored. He
also proposed to modify GSTR-1 to add ‘Rate of Tax’ in Table 12 so that combined with
the HSN the correct sectoral data can be obtained which would help in taking correct
policy view.
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16.15 Taking up the next Agenda Item 6(v) the PC, GSTPW stated that in the last three
years investigation had shown that refunds were taken into accounts opened on the basis
of fake documents. So when tax administration went after people after finding fake
refund by monetisation of fake credit, they were unable to trace them. Accordingly, it is
proposed that refund be given only in the account which had been validated vis-a-vis with
the Aadhaar and PAN of the claimant. It would ensure that the refunds were going into
authenticated account belonging to registered taxpayer and not in the account of some
operators of fake credit. Further, as was approved in earlier Council meetings, the refund
applications would be Aadhaar validated so, one knows that it is coming from genuine
person.

16.16 Moving to the next Agenda Item 6(vi) pertaining to amendment in CGST rules
the PC, GSTPW, stated that in Covid period they had stopped blocking e-way bill. The
current rule was that if two consecutive GSTR3Bs were not filed the e-way bill gets
blocked. Since, conditional relaxation in filing of GSTR3B was given in lockdown
period, blocking of e-way bills had been stopped w.e.f. 25% March 2020. He informed
that there was demand from some of the State Administrations that such suspension of
blocking should be made part of the rules. So, it was discussed in the Law Committee and
the recommendation was a proviso may be added in Rule 138E that from 20.03.2020 to
15.10.2020 no e-way blocking be carried out and that from 15.10.2020 blocking will be
reinitiated for taxpayers having aggregate turnover above Rs.5 crore. He informed that
for taxpayers having aggregate turnover below Rs.5 crores, we would watch the
behaviour and then take an appropriate call. He further stated that like they allowed
GSTR-3B and GSTR-1 nil filing through SMS now the composition taxpayers who have
no liability in a particular quarter also will be able to do NIL filing through SMS. He
further highlighted some technical changes as mentioned in his presentation (Annexure
5) for approval of the Council.

16.17 Moving to the next Agenda Item &(vii) pertaining to inclusion of GST laws in
Economic Offences (Inapplicability of Limitation) Act, 1974 the PC, GSTPW stated that
this was very important as in CrPC there was a time limit for prosecution. He stated that
in the Economic Offences Act (Inapplicability of limitation) Act, 1974 all the existing
laws are listed there but the GST laws are not there. He informed that in some cases,
people being arrested in GST offences were given bail on day one saying that GST
Officers do not file prosecution application within the limitation period. The proposal is
that all the Central GST Acts that is CGST Act, IGST Act, the UTGST Act and the
Compensation Cess Act be put in the Annexure to this Act. He further informed that most
of the States also have similar acts and they also needed to carry out the similar
amendments. Wherever a State doesn't have such an Act, a proviso as per draft can be
inserted in the SGST Act itself.

16.18 Member CBIC Sh.Vivek Johri added that significance of changes carried out
through this amendment is that, otherwise, the general limitation which was applicable
under CrPC would also apply to all GST offences and that will prevent us from filing
prosecution in time and taking action.
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17. For Agenda Item 6, the Council took the following decisions:
i. Approved extension of the present GSTR-1/3B return filing system till March, 2021;

ii. Approved changing the due date for furnishing GSTR-1 by quarterly taxpayers till 13®
of the month succeeding the quarter;

iii. Granted in principle approval to make legal changes to replace GSTR-1/2/3 related
provisions with the present GSTR-1/3B return filing system.

iv. Empowered the Law Committee to deliberate upon the amendments required in the
GST Acts and Rules accordingly.

v. Approved issuance of clarification with respect to waiver of annual return in FORM-
9A for composition taxpayers.

vi. Approved measures to ensure GSTR-! filing mandatory before GSTR-3B from
01.04.2021 through

Waiver of GSTR-1 late fee if same is filed before GSTR-3B

Blocking of e-way bills to be enabled on system from 01.04.2021 if two
consecutive GSTR-17s are not filed

vii. Approved to populate GSTR-1 late fee in next GSTR-3B

viii. Approved to populate interest for late payment of tax also in next GSTR-3B from
01.04.2021

ix. Approved facility to add interest if part of the liability being declared in GSTR-3B
pertains to earlier tax periods.

X. Approved making 6 digit HSN for goods and 6 digit SAC for services mandatory for
taxpayers above Rs. 5 Cr. turnover w.e.f. 01.04.2021

xi. Approved making 4 digit HSN/SAC compulsory on B2B supplies by taxpayers below
Rs.5 Cr. turnover w.e.f. 01.04.2021

xii. Amend Rules to empower to notify 8 digit HSN on notified class of supplies by all
taxpayers

xiii. Appreved modification of GSTR-1 to include Rate in Table 12 to have better
sectoral data w.e.f. 01.04.2021

Xiv. Approved grant of refund only in a PAN & Aadhaar linked Bank account of the
claimant.

xv. Approved Aadhaar revalidation at the time of filing refund application.

xvi. Approved waiver of blocking of e-way bill during COVID period from 20.03.2020 to
14.10.2020 - to be given legal backing through a proviso in CGST Rule 138E
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xvii. Approved blocking to be reinitiated from 15.10.2020 for taxpayers with tumover >
Rs. 5 crore.

xviii. Approved NIL filing of CMP-08 through SMS from a date to be notified-change in
CGST Rule 67

xix. Approved change in Rule 142(1A) making communication of demand ascertained by
the officer in FORM DRC-01A optional

xx. Approved changes in forms-RFD-01, GSTR-5 (non-resident) to include reverse
charge liability, GSTR-5A (OIDAR) to include place of supply and Provision for
declaring fee in DRC-1.2,7,8,9,24,25 & ASMT-16

xxi. Approved inclusion of GST Laws in Schedule to  Economic Offences
(Inapplicability of Limitation) Act, 1974 so as to exclude from said limitation and
inclusion SGST Act in the Schedule of respective Acts or if such an Act is not there, then
to insert proviso to Section 134.

Agenda Item 7: Issues recommended by the Fitment Committee for the

consideration of the GST Council._7(i): The representation received from HADMA -

seeking GST rate of 12% on Ayurveda / Unani / Siddha (AUS)-ingredients based
sanitizer. '

18. The Secretary introduced the Agenda Item 7(i} to the Council and asked the Joint
Secretary, TRU-I (Co-Convener of the Fitment Committee) to present the agenda before
the Council.

18.1 The IS, TRU-I stated that a representation dated 27"July, 2020, was received
from the Haryana Ayurvedic Drugs Manufacturers Association (HADMA) regarding
Ayurveda / Unani / Siddha (AUS) ingredient-based sanitizers, having Tulsi, Neem, aloe
vera or other similar ingredients, claiming that the said goods were Ayurvedic medicines
and, therefore, merit classification under HS Code 3004 90 11 and should attract GST at
the rate of 12%. The contention was that the clarification in Press Release dated the 15
July, 2020 did not apply to AUS ingredient-based sanitizers. Their main argument was
that AUS ingredients-based sanitizers should be treated differently from alcohol-based
sanitizers for the purpose of GST levy, since AUS ingredients-based sanitizers fall under
category of Ayurveda ‘medicines’ and required license under the Drugs and Cosmetics
Act, 1940.

18.2  Subsequently, HADMA filed CWP No. 11474 of 2020 before the Hon’ble
Punjab and Haryana High Court, praying for accepting their above-mentioned contention
regarding AUS ingredient-based sanitizers, as well as relief from enforcement action by
GST authorities on this account. The Hon’ble High Court, in its Order dated the 11
August, 2020 disposed of the said petition with the observation that “It is hoped that the
same shall be taken up for consideration by the GST Council at the earliest, considering
the issue involved.” The Hon’ble High Court directed that the representation of HADMA
dated 27"July, 2020 be placed before the GST Council for consideration.
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18.3 The JS, TRU explained the contentions of HADMA. The representation of
HADMA dated 27" July, 2020 was placed before the GST Council as per the Order dated
11-08-2020 of the Hon’ble High Court of Punjab and Haryana. The JS, TRU further
explained the details of Press release dated 15-07-2020, WCO reference from Covid-19
medical supplies and other details to the GST Council. He stated that the Fitment
Committee had examined the issue and recommended that Ayurveda / Unani / Siddha
(AUS) ingredients-based sanitizers were classified under tariff item 3808 94 00 and
attracted 18% GST and as such there should be no distinction between them and alcohol-
based hand sanitizers.

18.4  The Hon’ble Ministers from Delhi and Kerala expressed their agreement with the
recommendations of the Fitment Committee. The Hon’ble Deputy Chief Minister from
Gujarat also supported the recommendation. The Hon’ble Minister from Tamil Nadu
stated that same rate should be there for all types of sanitizers otherwise it might lead to
misclassification disputes. The Hon’ble Minister from Uttar Pradesh stated that the
present GST rate of 18% on all types of sanitizers should continue. The Deputy Chief
Ministers from Bihar, Haryana and the Hon’ble Minister from Rajasthan also agreed with
the recommendation. The Hon’ble Chief Minister from Puducherry also supported the
proposal that GST rate of 18% should continue on all types of sanitizers. Thus, the GST
Council, after considering the representation of HADMA dated 27™ July, 2020, agreed
with the recommendations the Fitment Committee on this issue.

19. For Agenda tem 7(i}, the GST Council recommended that the Ayurveda / Unani
/ Siddha (AUS) ingredient-based sanitizers be classified under tariff item 3808 94 00 with
18% GST and as such there should be no distinction between them and alcohol-based
hand sanitizers.

Agenda Item 8: Issues of Goods and Services Tax Network (GSTN):

8(i): Status of receipt of Advance User Charges (AUC) from States and CBIC

20. The Secretary of the Council asked the CEO, GSTN to brief the Council on the
agenda. The CEQ, GSTN stated that as per the Revenue Model of GSTN approved by the
Empowered Committee of State Finance Ministers (EC) in its meeting held on 30"
August 2016, the GST System Project was being implemented by GSTN as per approval
of the Cabinet and the cost incurred on the project (Capex and Opex) along with GSTN’s
own expenses was to be shared equally by the CBEC (now CBIC) and States in the form
of User Charges to be remitted by them in two (2) instalments in a Financial Year on a
half-yearly basis by 1* March and 1% September of the year.

20.1  He further informed that as per the approved Revenue Model, GSTN had raised
demand for the payment of AUC to the Central and State Goyvernments for the 2018-19,
2019-20 and 2020-21. The Advance User Charges of FY 2018-19 was received from all
States and Centre, except from the States of Punjab and Telangana. GSTN had been
following up for the same with the concerned states. Further, the follow up for Advance
User Charges of 2019-20 was also being made continuously, including by way of
informing the status to the GST Council. Also, the first instalment of Advance User
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Charges for FY 2020-21 was payable by Ist June 2020 and second Instalment was
payable by 1% October 2020. However, in view of the current situation, few states had
expressed concerns that they might not be able to release funds to GSTN within specified
time, and had requested for extension of time without interest.

20.2  The Secretary stated that the CBIC had paid its first instalment of Rs.132.22
Crores towards AUC for FY 2020-21. Submitting the status of pendency of AUC as on
29-09-2020, he specifically pointed out the following:

(a) The States of Telangana, Punjab and others who had not paid the AUC for FYs
2018-19 and 2019-20 were requested to pay their dues at the earliest.

(b} For FY 2020-21, the first installment for payment of AUC was due on 01-06-
2020 and the second installment for payment of AUC was due on 01-10-2020.
Many States and the UTs had not paid the AUC for FY 2020-21. Some of the
States had requested for extension of time without interest. Hence, he requested
the GST Council to give consent for extension of due date for payment of AUC
for FY 2020-21 (both first and second installments) till 31-03-2021 without
levying any interest.

21. For Agenda Item 8(i), the GST Council took note of the above and accorded its
approval for extension of the due date for payment of AUC for FY 2020-21 (for both first
and second instalments) till 31-03-2021 without levying any interest. Further, the States
who had not paid the AUC for FYs 2018-19 and 2019-20 are requested to pay their dues
at the earliest.

Agenda Item 8(ii): Need for moving resources from CR model to T&M model for
important developments.

22, The CEO, GSTN explained the agenda that the proposal of Software
development under actual identified resources utilization model, commonly known as
Time and Material (T&M) basis, to implement the changes identified under roadmap for
incremental improvements to existing Returns (Linking of GSTR-1/GSTR-2A/2B with
GSTR-3B) was placed before the GST Council in its 39" meeting held on 14" March
2020. Consequently, Council approved the proposal of incremental enhancement of
existing Returns on a T&M basis starting with 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 of GST System, which had been named
LEAP Project. These were not really additional resources being paid for but movement of
resources from normal CR model of ehange implementation to T&M model of change
implementation.

22.1  He further explained that the main difference in T&M model and normal CR
model is that in T&M model payment is calculated in terms of man-days of resources
identified which were deployed exclusively for the project. It was for GSTN to closely
monitor the running of the project and ensure that the manpower was fully utilised. At
present GST, which had fast evolving law, needed this agile mode of IT development
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under T&M model. GSTN was now experienced enough to use T&M model of
development and deliver projects faster. In CR model payment was made for individual
CR and effort was estimated for each step in the development and payment was for effort
in the development. On the other hand, huge time was spent on estintation of efforts,
impact assessment etc and then designing involving to and fro movement between GSTN
and Infosys till agreement was arrived at the effort estimation and thereafter the software
was developed.

22.2 The CEQ, GSTN further informed that the GSTN and Infosys started T&M
model in the month of April for changes in Returns and related CRs and named this as
REAP (Return Enhancement and Advancement Project). Accordingly, following
approvals were requested from the GST Council:

(i) that the methodology of getting the work done on T&M basis, would be
followed for developing above mentioned changes along with other critical
changes which had direct impact on revenue. Overall 45 resources (30 in
REAP and 15 in LEAP Project) starting from 1! Oct 2020 till 30* June 2021
would be utilised for the same over and above the existing resources; and

(ii) to extend REAP & LEAP Projects with existing resources from 1% Oct 2020
till 30" June, 2021.

22.3  Further, the Secretary apprised the Council that the agenda proposed
methodology of getting the work done on T&M basis through 45 additional resources for
developing the software changes mentioned in para 5 of the Agenda Item 8(ii) from 01-
10-2020 to 30-06-2021 over and above the existing resources. He also sought extension
of REAP AND LEAP Projects with existing resources from 01-10-2020 to 30-06-2021.

23 For Agenda Item 8(ii), the GST Council took note of the above and accorded its
approval to the proposal contained in Agenda Item 8(ii).

Agenda Item 8(iii): Status update on conversion of Goods and Services Tax Network
(GSTN) into 100% Government-owned Company

24 The CEO, GSTN stated that the GST Council in its 27" Meeting held on 4™ May
2018 had decided that the GSTN will be converted into a 100% Government-owned
entity by transferring 51% equity shares held by the Non-Government institutions to the
Centre and States equally. The Union Cabinet in its Meeting held on 26" September 2018
had approved the proposal and the present status of conversion of GSTN into 100%
Government-owned Entity,

24.1  He apprised that the Union Government and 24 States / UTs had paid the
amounts while the payment was pending from 07 States as on 16-09-2020. After the
payment to the non-Governmental institutions for the shareholding by the remaining
States, further processes were required to be done to convert GSTN into 100%
Government-owned entity.
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24,2  He stated that there was an urgency to complete the process as early as possible
and following were placed before the Council for 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 of the Agenda) 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.

243 During the discussion, the GSTN updated that as on 03-10-2020, out of the 07
remaining States, 03 States viz. Tamil Nadu, Telangana and Arunachal Pradesh had made
the payments to Non-Government Institutions for share transfer. The officials from
Andhra Pradesh Government stated that Andhra Pradesh Government had already paid
requisite amount on 03.10.2020 for their share purchase censideration.

24.4  Further, the Secretary apprised the GST Council that after payment by the 04
States as mentioned above, only three States viz. Rajasthan, Chhattisgarh and Sikkim
were remaining for payment of their respective share purchase consideration to Non-
Government Institutions. The officials from Rajasthan Government stated that they had
moved the proposal to Finance through Budget which could not be cleared in Assembly
and they would pay as soon as it was approved by the Assembly. The Secretary suggested
that the amount of Rs.8.23 lakhs was not much, and requested for exploring other
methods (Head of Account) for early payment.

25 For Agenda Item 8(iii), the GST Council took note of the agenda and requested
the concermned States to make early payment of their respective share purchase
consideration to non-Government institutions.

Agenda Item 9: Extension of levy of GST Compensation Cess bevond transition
period.

26. The Secretary requested the Joint Secretary, DoR to present the agenda and
initiate the discussion. The JS, DoR began his discussion by quoting Section 8(1) of the
GST (Compensation to States) Act 2017 which provided for levy of Compensation Cess
on supply of goods and services for the purposes of providing compensation to the States
for loss of revenue arising on account of implementation of the Goods and Services Tax
for a_period of five vears or for such period as may be prescribed on the
recommendations of the Council. To ensure that the total cess is sufficient to cover the
compensation requirement during the entire transition period, the levy of cess would have
to be extended beyond initial period of five years. He informed that the Learned Attorney
General of India, in his opinion in Note dt 26-08-2020, had recommended that the
continued levy 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
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during the 5 year transition period. 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 funds for
paying the compensation to the States after the 5 year period is over.

26.1  Inlight of the above, the Secretary requested the GST Council to take a view and
consider the recommendation that the levy of compensation cess be extended beyond the
transition period of five years for such period as may be required to meet the gap.
Further, the exact period for which the cess would be extended bevond June 2022 would
be worked out and brought before the Council subsequently.

26.2  The Hon’ble Minister from Kerala welcomed the proposal. The Hon’ble Minister
from West Bengal stated that this proposal was very good and that it would not burden
whoever borrowed. He submitted that the Compensation Cess collected beyond the
transition period may be used for paying off interest and the principal amount and
accordingly, the period for which the levy has to be effected beyond the transition period
ought to be decided. The Hon’ble Minister from Punjab also praised the proposal and
submitted that the end date should not be defined and the levy should be extended till full
compensation is settled. The Hon’ble Minister from Karnataka welcomed the proposal
calling it both imperative and inevitable. The Hon’ble Chief Minister of Puducherry
stated that as there is a provision in law, it is agreed upon to extend. Due to the extension
of levy of the compensation cess beyond five years, the States would not lose anything.
This was also in accordance with the commitment made by the then Union Finance
Minister and Chairman of the Council Late Shri Arun Jaitley. The Hon’ble Minister from
Madhya Pradesh also supported the proposal. The Hon’ble Minister from Uttar Pradesh
thanked the Chairperson for this proposal and supported it. The Hon’ble Minister from
Goa congratulated the Chairperson for taking such a practical decision. During this
period of global pandemic, India was far better than many other countries, on account of
the steps taken by the Hon’ble FM. The slow-down was mostly due to the pandemic and
not due to any reason on account of the Union of India. The GST architecture was
working very well and as the economic activity picks up, the revenue will become very
good. The Hon’ble Minister from Odisha supported the proposal.

27, For Agenda Item 9, the Council took note of the suggestions made by the
Hon’ble Ministers and approved to extend the levy of Compensation Cess beyond June
2022 till the entire shortfall is covered. The extension has to be reviewed from time to
time.

Agenda Item 9A: GST compensation options — ways of meeting the shortfall as
discussed on 5™ Qetober, 2020.

28. The Secretary asked the Joint Secretary, DoR to initiate the discussion on the
Agenda Item. The Joint Secretary, DoR stated that afier the discussion on ways to meet
shortfall in cess collection in the 41* meeting of the GST Council held on 27-08-2020,
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States were given two options to meet their GST compensation shortfall for current FY
from market borrowing. The details of the two options were communicated to States by
the Department of Expenditure, Government of India. Thereafter, 21 States opted for
Option-1 while Puducherry indicated that it would accept Option-1 if accepted by all
States. He further stated that the States while giving the option have also made several
suggestions and given their views which are tabulated in Annexure to the Agenda Item.
No State has yet opted for the Option-2.

28.1 The Secretary stated that based on these suggestions, the Department of
Expenditure had agreed to modify Option-1 as under:-

(i) Projected growth of 10% would be reduced to 7% and the amount under
Option-1 would then be about 1.1 lakh crore.

(ii) The interest on borrowing will remain the first charge on the Fund. The
repayment schedule will be spread out during the period of extension of cess
beyond transition period so that the part of the cess collection, remaining
payment of interest and repayment of debt is released to the States against arrears
of compensation.

28.2  The Secretary stated that the States which had not yet given their options may
indicate their views on Option-1 in the meeting. He further emphasized that the
Department of Expenditure had communicated that this borrowing of X1.1 lakh crore is in
addition to the increase in the borrowing limit from 3% to 5%. He stated that there should
not be any doubt regarding the headroom for the States as this borrowing is in addition to
the 5% already available to the States. He further stated that in case a State were not able
to borrow the entire amount up to 5% in the present year, it also could be extended to
next year as per the special dispensation scheme as communicated by the Department of
Expenditure. With the above details, he submitted the Agenda Item to the Council for
discussions.

28.3 The Hon’ble Minister from Chhattisgarh informed that the Hon’ble Chief
Minister of Chhattisgarh had expressed that the State was not able to accept either of the
options provided. He stated that instead of limiting to two options, the matter could have
been left open for any State to give any proposal regarding borrowing on their account or
any other mechanism by which the shortfall in cess collection could be met. He further
stated that keeping in view the principles of cooperative federalism and Section 18 of
the Constitution {One Hundred and First Amendment) Act 2016, it was not proper to seek
opinion on a matter which had already been decided and incorporated in
the Constitution (One Hundred and First Amendment) Act 2016 and that the GST
(Compensation to States) Act 2017 does not make any differentiation in the shortfall in
revenue either on account of implementation of GST or due to Covid-19 or any other
reason. He urged that the GST Council must live by the letter, word and spirit of the
Constitution. The Hon’ble minister further stated that the international rating agencies
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also consider the debts taken by the States to be the cumulative debt of the country when
they downgrade or upgrade a country’s economic rating. He further stated that the
majority should not be the deciding factor, instead, the principles enshrined in the
Constitution, considered decisions and judgment that all members had taken since the
inception of the concept of GST to the passing of the GST Act should work. He stated
that the Centre should come forward to carry out its bounden Constitutional duty in times
of stress by being the agency taking the loan which would be serviced by the extended
Cess collections beyond June 2022, instead of just being a guarantor.

284  The Hon’ble Minister from Rajasthan stated that he agreed with the views of the
Hon’ble Minister from Chhattisgarh. He stated that during the debate on GST in the
Parliament, doubts were expressed regarding availability of compensation to the States
and the draft Act was amended to remove the word *‘may’ and insert the word “shall’ in
its place. He stated that it was a constitutional duty of the Centre to compensate the States
and not giving compensation to the States was harming the States, more so during the
Covid-19 pandemic.

28.5 The Hon’ble Deputy Chief Minister of Gujarat thanked the Chairperson for
finalizing and offering two options to the States for handling the compensation shortfall,
especially during the current Covid scenario and the slowdown in the economy and when
the revenues of both the Centre and the States had fallen. He further stated that since all
the recommendations of the States regarding the options provided were considered by the
Centre, such as reducing the assumed growth rate from 10% to 7%, interest payment to
be made from cess collections, the States would not be burdened by the borrowing. He
further stated that a decision should be taken soon, and the process be started
immediately to enable the States to get the amount as per the option chosen by them.

28.6  The Hon’ble Minister from Tamil Nadu stated that in the FY 2020-21, for the
peried till July 2020, eompensation of ¥12,258.94 crore is due to be paid to the State and
it was a matter of grave urgency that the GST compensation payments are made
immediately to enable them to continue the battle against Covid-19. He further stated that
it is for the Centre to find the necessary funds to compensate the States if there was a
shortfall in the cess collection. He suggested a via media in the 41 meeting of the GST
Council, that the Centre could mobilize resources and borrow the funds required in the
GST Compensation Fund. The loan could be serviced through an extension of the GST
cess for few years beyond 2021-22. He informed that the Hon’ble Chief Minister of
Tamil Nadu had written to the Hon’ble Prime Minister in this regard. He further stated
that in the last meeting held on 27.08.2020, the Centre had proposed two options in which
an artificial distinction was being drawn between GST implementation based losses and
Covid induced losses.

28.7  He added that as per the note circulated earlier, under the operative Sections of
the GST Compensation Act 2017, the compensation is payable for the entire shortfall in
revenue collection, even if it is not on account of GST implementation. Further, this
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position had been clarified by the Attorney General and was asserted by the Centre. it
was also stated that the balance shortfall would be made good in the subsequent years. He
stated that even for the current financial year, partial release of compensation may be
done. He also stated that the States had pointed out in the meeting conducted by the
Union Finance Secretary, that the assumption of 10% normal growth in Option-1 was a
highly unrealistic and unwarranted. Instead, revenue gap of the States must be assessed
based on the appropriate proportion of the total anticipated loss this financial year under
Option-1. He further stated that in such circumstances, given that there are only limited
options, his State chooses Option-1 with a hope that it would be reworked to reflect the
highest proportion of the actual loss in revenue.

28.8 The Hon’ble Minister from Madhya Pradesh thanked the Chairperson for
considering the suggestion of the State about reducing the assumed growth rate from 10%
to 7%. He stated that under Option-1, even after the State borrows Rs.4,500 crore, a
further sum of about Rs.2295 crore would be due. He stated that Madhya Pradesh had
also suggested that after the period of cess collection is over, after the payment of interest
on borrowing, cess collections should be used for paying the pending compensation
amount before the principal on the borrowing is paid.

289  The Hon’ble Minister from Karnataka stated that there was a need to shift to the
solution of the problem, which is unprecedented and was never envisaged by the
predecessors. He stated that the whole country was in dire economic and health
emergency. He further stated that the proposals brought before the GST Council had
further instilled the confidence among the States and showed the commitment of the
Centre and the Union Finance Ministry and now it is for the States to come forward to
work towards the solution as enough discussion had taken place. He further requested the
Chairperson to negotiate with RBI for a special concession on interest and special period
for extension of repayment. He further stated that if the proposal did not go through
because of the one issue of who should be borrowing, then there is a risk of receiving no
compensation for all the States.

28.10  The Hon’ble Chief Minister of Puducherry stated that he had sent a letter to the
Hon’ble Chairperson on 05.09.2020 in which he highlighted that it was the statutory
obligation on the part of the Centre to pay the GST compensation to the States and in
case of any shortfall in compensation cess, it was the responsibility of the Centre to
borrow from the market and pay to the States. He stated that making the States to borrow
from the market was not agreed in previous GST Council Meetings namely, 7®, 8" and
10", Without prejudice to the above proposal, only if all the States agree for the first
option, Puducherry also prefers first option but, unfortunately, a picture had been given in
the note that Puducherry agreed for the 1* option. The Hon’ble Chief Minister further
stated when the Constitution (One Hundred and First Amendment) Act 2016 was passed
in the Parliament and thereafter implemented. the States had given up their right to tax in
view of the assurance given by the Centre to compensate the States for five years and the
autonomy of the States to tax had been taken away. Now that the States are reeling under
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severe economic crisis as had been explained by other Hon’ble members, the
compensation should be paid to the State exchequer for meeting the Covid-19 challenges,
and for fulfilling various liabilities and welfare schemes for the people. He further stated
that in the two options given by the GST Council, a growth rate of 10%, further revised
down to 7%, was assumed. A notional growth rate might not work for all the States and
the actual growth rate for each States should be taken, as different States have different
growth rates. He stated that apart from Ld. AGI’s opinion, the Constitutional obligation
and statutory liability is on the Centre, as the assurance was given by the then Chairman
of the GST Council, on record in the minutes of the meeting; that when there was a
shortfall and when the cess was not accumulating, the Centre would go for open market
borrowing to compensate the States. He further stated that the Centre should go for
market borrowing as it was the liability of the Central Government to do it and it was
much easier for them, and the Centre should not tell the States to borrow. Further the
Union Territories of Delhi and Puducherry would face additional complexities also. He
further stated that there had been a strong tradition of arriving at consensus in the GST
Council meetings under the then Chairman as well as the present Chairperson by seeing
the larger interest of the nation and the people of the country. He suggested that the
Centre should approach the RBI for borrowing and give the money to States as it was a
much easier method than States going for borrowing.

28.11 The Hon’ble Deputy Chief Minister of Tripura stated that he agreed with the
view of the Hon’ble Minister from Gujarat regarding being pragmatic and moving
forward. He also agreed with the views of the Hon’ble member from Karnataka that it
was a practical solution that the loan would be repaid from the cess collections of the
extended period and it is important to get the fund in time. He requested the Chairperson
to initiate the opening of special window with the Reserve Bank of India, so that the
States who are willing to borrow could go ahead with the borrowing proposal.

28.12 The Hon’ble Minister from West Bengal stated that in the letter sent to the States
it was mentioned that it would be better for the States to borrow instead of the Centre
because of the following: (i) lmpact on rating from credit agencies- He mentioned that
the debt-to-GDP ratio, which is a benchmark used by credit rating agencies, is arrived at
by looking at the aggregate debt of the Centre and the States as a proportion of GDP.
Hence, there would be no difference whether States or the Centre borrow. (ii) Increase in
fiscal deficit - He mentioned that the credit agencies would look at the fiscal deficits of
the States as well as the Centre. (iii) Macro-economic implications - He pointed out that
the macro-geconomic implications would be there for States as well as the Centre. He
further stated that the Centre had a better headroom i.e. the capacity to borrow and the
States which were already mowed down in debt, did not have capacity to borrow. He
stated that the Centre can monetize its fiseal deficit while the States cannot. The Centre
also had a special window with the RBI, whereas the States do not have such a special
window to borrow. He further stated that the Centre would have an advantage of
borrowing at G-sec rate whereas the States get a competitive rate around 2% higher than
the G-Sec rate. He stated that the State Bank of India’s report said that only 8 States had
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capacity to borrow, while the rest did not. He further mentioned that the Centre had
sovereign guarantee whereas the States do not, in the same manner in which the word
‘sovereign guarantee’ is used. He mentioned that the artificial differentiation between
Covid-19 and non-Covid-19 situation as delineated in the borrowing options would not
be possible as the Covid-19 situation was a reality.

28.13 The Hon’ble Minister from West Bengal further stated that history should be
looked at, and that it was Shri Arun Jaitley, then Leader of the Opposition who said on
20" December 2013 that the BJP did not support GST because they did not trust the then
Central Government to compensate the States. Further, on 18" February 2017, the then
Secretary of the GST Council was asked why the Act should not clearly say that the
Parliament shall compensate in five years, instead of the present reading of the Act. The
then Secretary went on record to say that the Centre could raise resources by other means
for compensation and this could be recouped by continuation of cess beyond five years.
He further mentioned that the Chairperson stated on March 14", 2020, that it was the
solemn commitment to the States and the Centre is duty bound to give compensation to
the States. The Hon’ble Minister informed that when he was the Chairman of the
Empowered Committee, the States had given up 70% of taxing eapacity under only one
condition that the Parliament shall compensate the States for a period of five years. He
stated that a letter was sent from the Hon’ble Chief Minister of West Bengal to the
Hon’ble Prime Minister, saying the Centre should borrow and the States would cooperate
by extending the Cess so that the Centre does not have to pay anything on its own apart
from the cess collection irrespective of how long it would take. He further stated that the
options could have been given in advance. He said that both options specified that the
States have to borrow. In Option-1, with an artificial differentiation made where the
interest and principal would be paid from the cess collection. In Option-2, to borrow a
sum of Rs. 2.5 lakh crore of estimated revenue loss where the interest would be paid by
the States from their resources. He appealed to the Chairperson that given the Centre’s
capacity to borrow and the headroom available to the Centre, the borrowing should not be
done at the cost of the States. He mentioned that the Reserve Bank of India has
supposedly said that it was much easier for the Centre to borrow. He concluded with a
positive note that economy would pick up, as it was seen in September 2020 revenue
collection, and entire compensation can be paid from cess collection.

28.14 The Hon'ble Minister from Punjab stated that the State of Punjab lost 25% of its
revenue base which was subsumed when GST was launched and no other State would
have lost so much of revenue. He further stated that extending payment of compensation
beyond the transition period was not permissible by the law as on date. He referred to the
opinion of the learned Attorney General which stated that the States were entitled to
receive full compensation during the transition period in accordance with the provisions
of the Act irrespective of the shortfall. As on date, there is no provision in the GST
(Compensation to States) Act 2017 for extending the period of five years for payment of
compensation to States. He further mentioned that Section &(1) of the Act would only
entitle an extension with regard to period of the levy and collection of cess beyond the
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period of five years for the payment of compensation to the States and this would not
permit the extension or deferment of the period of five years for the payment of
compensation to the States. He stated that in his opinion, it was only in the case where all
the States together agree for a deferment or extension with regard to payment of
compensation to them, could one adopt such a course of action. He stated that he had
written to the Chairperson on the subject and wanted to know whether the compensation
law would be amended to provide compensation in the revised manner and if so, could
this amendment be retrospective starting from April 2020.

28.15  He further stated that the state of economy was not good, and the States’ fisc
was stretched like never before, and hence measures need to be taken to settle the past
dues of compensations. He stated that this would collectively match with the 25% of the
revenue gap for the current year and hence the compensation cess collected should be
disbursed without any further delay. He further mentioned that the Council could go
ahead with the interim plan of borrowing for requirements up to December 2020 and by
that time, the proposals could be fine-tuned. He stated that the Centre was expanding the
first part of borrowing in Option-1 by another about Rs.13,000 crore with the provision of
IGST settlement of 2017-18 providing additional revenue of Rs.13,000 crore. With GST
picking up in September 2020 and cess crossing Rs.7,000 crore and hopefully more in
near future, there was not much left at stake to deny full compensation as the gap could
only be around Rs.60,000 crore. He suggested that a Group of Ministers may be formed
on the subject as the issue was too sensitive and had potential to become a precedent in
settling compensation issues in the future. He stated that in case the issue was not settled
during the meeting, the Council may activate the dispute resolution mechanism. He
concluded saying that there were three issues to be considered (i) whether the Council
would go with the Ld. AGI’s opinion and amend the Act; (i1) whether the dispute
resolution mechanism could be activated and (iii) since the gap was only around
Rs.60,000 crore which could be handled by the Centre, a collective decision could be
taken in this regard. He stated that the spinoff in terms of morale for the business
community and for the State governments would far outweigh the sum of Rs.60,000
crore.

28.16  The Hon’ble Minister from Uttar Pradesh thanked the Chairperson for extending
the cess collection beyond five years and for reducing the assumed growth rate from 10%
to 7%. He stated that the Centre had not avoided any responsibility and had given
assurance to give maximum facility to the States in the form of the two options provided,
among which the State of Uttar Pradesh had chosen Option-1. He stated that since the
Centre was taking responsibility and had given a suggestion, the States should agree to it.
He stated that his State would support the Centre in any decision it may take and further
stated that with the economic package announced by the Centre during the time of Cavid,
purchasing power of the people has increased and economic performance of the State
improved compared to last year. He stated that in comparison to the revenue collection in
the year 2019, the revenue collection in 2020 was better. He stated that this improvement
in economic performance was the result of the steps announced by the Centre from time
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to time and he hoped that the same performance would continue in future. He further
stated that the Centre may consider two suggestions put forward by the State i.e. (i) a plan
may be evolved regarding the compensation till 2022 and (ii) more packages may be
designed by the Centre so that purchasing power may be increased and economic
performance may be further strengthened. He thanked the Chairperson for supporting the
State and hoped that the support would continue in the future also.

28.17 The Hon’ble Minister from Kerala stated that a written speech was circulated on
03.10.2020 to all the Members of the Council and it be taken as read. One of the main
concerns expressed by the States was that the revenue loss which may occur when the
taxing powers of States get subsumed, and when the taxation system changes from
origin-based to destination-based. The issue of GST compensation was discussed in the
Empowered Committee meetings held on 14" June and 26™ July 2016. The States had
unanimously agreed that the compensation should be paid in full for a period of five
years. The Union Finance Minister, who was appreciative of the concerns of the States,
assured the Empowered Committee that the Centre is committed to give full
compensation for a period of five years. The States were assured of compensation by the
Central Government and it was incorporated in the Constitution (One Hundred and One
Amendment) Act 2016, and further to allay the fears it was mandated that “Parliament
shall, by law” provide for eompensation, instead of “may”. It cannot be denied that
compensation package and the comfort it provided to the states was the clincher in
implementing GST across the country. He added that during the diseussions in the 5"
meeting of the GST Council held on 2"9/3" December 2016, the 7 meeting of the GST
Council held on 22"/ 23" December 2016 and the 8™ meeting of the GST Council held
on 3 4"January 2017, the relationship between compensation and Compensation Cess
was extensively discussed. It could be seen from the Minutes of the Council meetings
that the States were assured that compensation to States will not be restricted to the
compensation Cess collected. It was after much deliberation that 14 per cent growth was
guaranteed to the states. The widening of the Compensation deficit had become evident
much before COVID with the decline in GDP growth rate during 2019-20, so much so
that in the 37" meeting of the GST Council at Goa, the Chairman, Fifteenth Union
Finance Commission, while addressing the Council, pleaded to the States to re-visit the
Compensation formula, saying that the growth at 14 per cent was unsustainable in the
macroeconomic scenario that prevailed in the country. All States had then rejected the
proposal.

28.18 The Hon’ble Minister of Kerala further stated that in the 41* meeting of GST
Council, the States presented their views, while the Centre discussed the opinion of
Attorney General and placed before the States two options of borrowing. In such
circumstances, if it is difficult to arrive at a consensus, the legal provisions for Dispute
Resolution Meehanism within the Council may be activated. It appears that measures
taken by the Centre seem to have impact on State resources as cesses are kept outside the
divisible pool, the States are being given only 32% of the Centre’s resources against the
promised 42%. He also raised the issue of proper management of IGST and
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compensation accounts. He quoted the example of the Central Government appropriating
a sum of Rs.88.344.22 crores in 2017-18 and Rs.13944 crores in 2018-19 from IGST
account by crediting it to the Consolidated Fund of India. He also mentioned
about amendment in the GST Act for petroleum products to be brought into GST.
Further, the long-standing demand of the States to appoint a Vice-Chairperson to the GST
Council may be considered and implemented at the earliest. He stated that there were
two principles on which the State would not compromise -. (1) that full compensation had
to be paid as it was a Constitutional right of the States and (2) if a borrowing is required,
it could not be part of the normal borrowing of the States or the additional borrowing of
the States which was already permitted. Option-2 did not meet these conditions. With the
current proposal, these principles were not upheld. He drew attention to the statement
made by the Union Finance Minister two days after the last GST Council meeting,
wherein she assured that as a commitment of the Centre, full compensation would be paid
to the States.

28.19 The Hon’ble Minister of Kerala further stated that there were four issues which
needed to be discussed. (1) the issue of how much compensation would be paid now and
how much to be deferred, (2) the issue of who should be borrowing, the States or Centre
or both, (3) what would be the terms and conditions of borrowing, and (4) the issue of
repayment. He stated that the issue of repayment was already settled. He stated that he
was happy with the statement of the Secretary that the full compensation would be paid.
He further stated that he believed that the Council as a federal institution must be
strengthened and that all the members must strive to have a professional approach to
decision making and must compromise to develop a consensus. He stated that he agreed
with the view expressed by the Hon’ble Member from West Bengal that within the
Council, a professional approach should be taken. He stated that as the Hon’ble Member
from Punjab stated, with an additional sum of Rs.60,000 crore, entire compensation could
be paid for the year. He stated that the issue was that a concept of distinetion was made
suddenly, between loss incurred due to implementation of GST and due to other causes,
which was never thought while preparing the GST Act. He stated that the definition of
the compensation and calculation of compensation was elaborately mentioned in the Act
itself, without any reference to any other factor such as act of nature, act of God, and
origin of the loss. He stated that even if one accepts this concept of differentiation
between the causes, it was all the more important that the compensation should be paid
immediately since Covid had already come and the impact was being felt at present and
the shortfall must be made good immediately. He stated that it would not make much
sense macro-economically to compensate at a future date, for the revenue loss during a
recession. He stated that even with the differentiation, since the Cavid impact was at
present, the loss of revenue was at present, the States should be compensated at present,
He further stated that regarding the question of who should borrow this amount, he would
agree with the view of the Hon’ble Members from West Bengal and Chhattisgarh that
there would not be any difference whether the States borrow or the Centre borrows. He
stated that it would be much easier and convenient for the Centre to borrow as the Centre
would get much better terms and a window for monetizing the debt. He stated that as the

Page 32 of 93

Minutes of 42nd GST Council Meeting




153

%
JAYNA 7

JAYNA BOOK DERPOT

MINUTE BOOK

compensation requirement would be different for each State, there could not be same rule
for all and that the additional borrowing would have to be tweaked which was an ex-post
outcome. He stated that it would be much more convenient for the Centre, when looked
at rationally.

28.20 He stated that with regards to the Ld. AGI's opinion that it cannot be paid from
the Consolidated Fund, when undistributed IGST fund was not just parked in the
Consolidated Fund but was appropriated into the Consolidated Fund, there could be no
argument that the Centre cannot borrow to make good the shortfall in compensation to
the States. He stated this view goes against the history of discussions held in the Council,
Empowered Committee and the Parliament, yet, a discussion should be held regarding
how much the Centre should borrow and how much should the States borrow and arrive
at a consensus. He stated that regarding the terms and conditions, since it was already
decided that the repayment was to be made from the extended cess collection and the
interest also to be paid from the same, the whole 2% additional borrowing could be made
unconditional as few States would find it very difficult to implement the condition
regarding direct benefit transfer in electricity sector. He stated that in case this was not
acceptable, a dispute resolution mechanism be made active and the issue may be referred
to the same as it would only show the maturity of the Council in working to arrive at a
consensus.

28.21 The Hon’'ble Minister from Telangana stated that the distinction of loss of
revenue on account of implementation of GST and of Covid was artificial. He further
stated that it was the Constitutional right of the State to get the entire shortfall. He stated
that compensation payment should not be linked to normal or additional borrowing which
is permitted to States under the Aatma Nirbhar Package. He stated that the Centre should
borrow entire shortfall which could be serviced from the cess collected beyond 2022 and
Centre need not pay anything from its kitty. He further requested that the cess collected in
the last six months, which was readily available with the Council to the tune of about
Rs.30,000 crore, may be paid to the States immediately to provide relief to the States
during the time of Covid.

28.22 The Hon’ble Deputy Chief Minister of Delhi stated that when the States
surrendered their right to tax, it was assured to them by the then Chairman, GST Council
that the States would be compensated for five years with an assured growth rate of 14%.
He stated that ideal situation was for the Centre to borrow and compensate entire shortfall
to be recouped by the Cess collection beyond 2022. He stated that it would not be proper
to divide the shortfall into two categories of Act of God situation and due to
implementation of GST. He stated that when the borrowing options were provided, the
Union Territories with legislature were effectively provided with only one option, which
was Option-1. He stated that the NCT of Delhi was compelled to accept Option-1. He
stated that in the detailed agenda note (volume-5), Agenda Item 9A (3) (V) it was said
that in respect of Union Territories (including National Capital Territory), suitable
arrangements to ensure flow of resources under the Special Window to them would be
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made by the Government of India. He requested that it may be clarified whether the
Ministry of Home Affairs (MHA) had been kept in loop while deciding the above
arrangement for Union Territories with Legislature because it would not be possible
without MHA’s approval. He further stated that it was mentioned in Agenda Item 9A (3)
(XI) that the remaining arrears of compensation accrued during the transition period
would be paid after the interest and principal are paid. He sought clarification as to
whether this would mean that the remaining part of Rs.1.35 lakh crore would be given to
the States after 2022. He further stated that assumed growth rate of 7% was calculated
based on two year average, instead it would have been better to be based on last year’s
revenue growth rate which was around 2.8% to 3.0%.

2823 The Hon’ble Minister from Assam stated that the Centre had committed at the
time of implementation of GST that the Council would compensate the States for the
revenue loss due to the implementation of GST. He stated that as per Section 18 of
the Constitution (One Hundred and First Amendment) Act 2016 the shortfall due to
implementation of GST was to be compensated, the Centre was helping the States even
though the Central Government is also facing several such challenges. He stated that the
Central Government was also facing the Covid-19 crisis as the States did and that the
entire vaccination program had been taken over by the Centre which would involve
expenditure of huge amount. This is in addition to the handling of the situation at Ladakh.
He stated that this was the time to strengthen the hands of the Centre rather than having
difference of opinion. He further stated that the assurances about the principal amount,
the guarantor, the extension of cess period and no limitation on the borrowing of the
States, secure the interests of States. He further stated that the Centre had been standing
by the States in disbursing the Compensation amount, devolution amount and the revenue
grants even though similar situation is being faced by the Centre.

28.24 He further stated that the country was just recovering from the economic
slowdown and the Centre may be complimented for the GST revenue collection in the
month of September 2020. Reacting to the proposal of creating the dispute resolution
mechanism within GST Council, he stated that Assam along with around 21 other States
had no dispute with the Centre. He also stated that the States were in immediate need of
revenue and the dispute resolution mechanism is not a priority as on date. He stated that
the Centre had already taken the views of all the States and had generously assured the
States of full compensation for the revenue including the loss of revenue con aceount of
Covid. He also stated that the 21 States which had chosen Option-1, may be allowed to
go ahead with the borrowing, irrespective of other States not joining, as the revenue is
needed immediately for the welfare of the people. He sought to place on record his deep
appreciation to the Union Government, the Hon’ble Prime Minister, the Hon’ble Union
Finance Minister and the Hon’ble Minister of State (Finance) for the kind of help and
support extended to the States in the present hour of crisis.

28.25 The Hon’ble Minister from Andhra Pradesh stated that he would like to reiterate
certain facts. He stated that taxation was an integral part of governance and
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administration. He stated that from the revised estimates, an approximate amount of
Rs.67 lakh crore was spent in total (about Rs.27 lakh crore of the Union and Rs.40 lakh
crore was spent by all the States). If the defence expenditure of around Rs.4,67.000 crore
was deducted, along with paramilitary related expenditure, an expenditure of 7% would
be reduced. It would mean that the States spend about 64% and the Centre about 36% of
the total expenditure towards services, subsidies, welfare and administrative expenditure
which directly concerns the common man. He further stated that regarding the taxes that
are collected, which form part of the divisible pool, the cesses and surcharges in the year
2018-19 was around Rs.2.65,000 crore which had seen a steep increase in 2019-20 to
about Rs.6 lakh crore which was directly reflected on the divisible pool which otherwise
would have been automatically been part of the State revenues. In the year 2018-19 the
divisible pool was around Rs.18 lakh crore whereas in 2019-20 (R.E), the divisible pool
was reduced to Rs.15 lakh crore. This had a direct bearing on the revenues of the States.
In 2018-19, Rs.7.61.000 crore was the share of the States taxes which had come down to
Rs.6,50,000 crore in 2019-20. He stated that the Cesses and Surcharges had become the
major portion of total taxation which was reflecting on the divisible pool and on the taxes

, transferred to the States.

28.26 He stated that in this scenario, where the States had far more direct
responsibilities for governance and administration, it was requested that certain decisions
may be taken which would have a bearing on the revenues of the States such as (i) the
assumed growth rate of 7% may be reviewed further in a scientific manner because there
was slowdown in the country’s economy and global economy even before Covid (ii) de-
linking of the 2% additional borrowing facility which was provided to the States as part
of Aatina Nirbhar Package and (iii) the priority order for repayment to be changed to
from interest first, principal next and arrears of compensation later to arrears of
compensation being the first charge. interest as the second charge and the repayment of
principal as the third charge. He further stated that with regards to borrowing, the Centre
was more empowered and appropriate to borrow or to raise the money of around Rs.1
lakh crore required as the Centre had the facility to coordinate with RBI to do the
needful.

28.27 The Hon’ble Minister from Arunachal Pradesh stated that he agreed with the
views of the member from Assam and chooses Option-1. He thanked the Centre for
confirming that the interest would be repaid from the compensation cess.

28.28 The Hon’ble Member from Jammu and Kashmir stated that they would opt for
Option-1 and were in favour of utilizing the borrowing mechanism that was proposed, as
early as possible, to enable the Union Territory to deal with the situation that was
prevailing. He further requested that the compensation cess collected till September 2020
may be released at the earliest possible.

29. The Hon’ble Minister from Goa thanked the Hon’ble Chairperson for taking the
problems being faced by States, into consideration. He stated that after 21 States had
already chosen Option-1. it could have been put to a voting and done away with, but the
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Hon’ble Chairperson had not done so. He stated that a good formula had been devised.
He stated that with the new initiatives on invoice matching, detecting tax fraud, plugging
leakages of revenue, the revenue was bound to increase. He stated that in spite of the
pandemic, revenue was on a march to recovery as evidenced in the recent GST collection.
He further stated that right path had already been chosen by the Hon’ble Chairperson by
allowing the cess to continue beyond 5 years to cover the entire borrowing and interest,
by putting no additional burden on the States, making available the borrowing, window
through the RBI or such facility as created by the Centre and the States not to be
penalized for borrowing more.

29.1 He further stated that as he had suggested in the last GST Council meeting, Cess
should be increased on cigarettes, bidis and tobacco related products. He stated that the
World Health Organization recommends that the total taxation should represent at least
75% of the retail price where as it was only 49.5% for cigarettes, 63.7% for smokeless
tobacco and 22% for bidis at present. In the name of common man, bidis are taxed on the
lower side, but they should also consider the suffering of poor people, because of the
impact on the health and subsequent economic costs involved. He stated that cess should
be charged on these products as was suggested by scientific data. He stated that according
to his calculation an amount of Rs.49,000-50,000 crore could be raised with minimum
increase in the rate of cess so that the burden of loan on the States and the Centre would
be reduced. He further stated that around Rs.1,04,500 crore i.e. 1.16% of the GDP was
spent on treatment for ailments of tobacco use in 2011 and it could be further more at
present. He stated that the Council need not be subjected to allegations that it was
protecting the tobacco industry and all the members of the Council should support this
proposal as these products were harmful to the health and were deteriorating the health of
the common man in the form of bidis, and of the rich in the form of smokeless, e-
cigarettes. He further stated that people from tobacco industry had given a calculation
with much reluctance that even with just one rupee increase per stick, the revenue gain
would be around Rs. 50,000 crore.

292 He further requested that a sum of around Rs.7000 crore collected at present
along with the balance of Rs.15,000 crore collected, not released to the States should be
released to the States without further delay, He suggested that since smaller States like
Himachal Pradesh, Goa and North Eastern States require smaller amounts, and that it
should be decided by consensus that smaller States, which require small amounts, may be
released compensation without any delay. He stated that with an early disbursal, the
funds could have been utilized in building tourism infrastructure, which would have
resulted in a greater influx of tourists, more earnings of foreign exchange through foreign
tourists, more indirect tax collection through GST and revenue would have risen. He
stated that the smaller States deserved an extra consideration and he hoped this would
happen. He stated that it was not the case that the Centre had money and holding it back
and not giving to the States and that the problem was being faced by the States and
Centre alike.

Page 36 of 93

Minutes of 42nd GST Council Meeting




8

\JAYNA,
W

JAYNA BOOK DEPOT

MINUTE BOOK

293  The Hon’ble Deputy Chief Minister of Haryana stated that his State opted for
Option-1 as stated in the Annexure. He further requested the Council that the cess
collection which had been accumulated with the Centre as on date to the tune of
Rs.28,000 - 29,000 crore should be released as soon as possible with a set timeline so that
the States start getting funds and a timeline should be set for the repayment of interest
and arrears to the States. Further, as per Agenda Item 9, a timeline regarding extension of
cess whether for three or five years must also be decided by the Council so that the
interests of States are safeguarded.

294 The Hon’ble Deputy Chief Minister of Bihar thanked the Chairperson for giving
two options to the States and given the circumstances, these were the best options that the
Centre could give. He further stated all States were in need of money since compensation
was not available for the last six months and since 20 States had already opted for
Option-1, the process regarding the borrowing may be started at least for these States. He
further requested that the States, who had not given an option yet, may be given sufficient
time to choose but the process should start for others sothat the States who had opted for
option 1 may start getting the required money by November. He further stated that the
Council should deliberate and list out goods which can possibly be subjected to
compensation cess. He stated that similar to raising compensation cess on cigarettes and
tobacco products as suggested by the Hon’ble Member from Goa, there was a need to
consider a change of tax structure on Pan Masala also as regularly suggested by the
Hon’ble Member from Uttar Pradesh. He stated that an Officers Committee may be made
to deal with the issues of identifying products which can be subjected to cess and the
products on which cess already exists but it can be raised. He stated that the States were
already reeling under severe economic pressure and the process for borrowing may be
started at the earliest. He further stated that regarding the dispute resolution authority, he
was the Chairman of the Empowered Committee and that the Standing Comtmittee and
perhaps even the Parliament had already rejected that proposal since the States are
sovereign and no other authority or tribunal could direct them in these matters. He stated
that if a dispute arises, or if there was a difference of opinions, the Council already had
the mechanism of constituting Groups of Ministers (GoMs) to deal with those issues and
had already constituted 11 such GoMs so far which were successful in dealing with the
issues referred to them.

29.5  The Hon’ble Minister from Himachal Pradesh thanked the Centre for taking
many steps to stabilize the economy and agreed with the views as put forward by Hon’ble
Members from Assam, Bihar and Gujarat. He stated that he welcomed the options given
for payment of compensation cess and the unanimous decision of the Council to extend
the compensation cess beyond July 2022 so that the burden of the repayment, interest
shall not fall on the States. He further stated that similar to many other States, Himachal
Pradesh also opted for Option-1, and requested that an early borrowing may be facilitated
by the Centre at G-sec rates.
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206 Since the Hon’ble Minister from Jharkhand could not attend the meeting, the
representative officer from Jharkhand put forward the State’s view. She stated that the
Hon’ble Member from Jharkhand and the Hon’ble Chief Minister of the State had already
sent written communication that neither of the two options as communicated was
acceptable and that it was the Centre’s responsibility to go for borrowing and transfer the
entire compensation to the States and that the Centre should raise the required funds as a
loan lending it to the GST Compensation Fund against the future receipts of the cess
beyond 2022. She further requested that the existing funds which had been collected
already may be released to the States as soon as possible.

29.7  The Hon’ble Minister from Uttar Pradesh stated that he welcomed the statement
of the Hon’ble Member from Bihar. He further stated that he had raised three issues of
Pan masala, brick kilns, and Mentha oil earlier also. He stated that with regards to menthe
oil, which was specific to his States, there was an outgo of Rs.400 crore for which no tax
was collected in return. He stated that a GoM may be convened to deal with the issues of
Pan masala and brick kilns and said that he was ready to take responsibility in GoM in
whichever capacity assigned to him. He stated that there was a loss of revenue of Rs.2000
crore in these issues and thus they may be decided at the earliest. He further stated that
there was a significant evasion of tax in these sectors and that in their single initiative
they were able to uncover a loss of Rs.738 crore and recover the same. He stated that
these could be good sources of revenue. He stated that before GST, in 2015-16, around
Rs.500 crore tax had been collected in brick kilns and at present, it was reduced to less
than Rs.100 crore and thus a decision should be taken at the earliest. He further stated
that the problems in Mentha would also be eliminated if Reverse Charge Mechanism
(RCM), in which the buyer who purchases from the farmer at the first instance would pay
the tax, was implemented. He stated that the State was already doing better at tax
collection, compared to last year’s collection, and hoped to continue the performance
with the support of the Centre.

20.8 The Secretary stated that the issues of pan masala, brick kilns, mentha oil and
casinos were already discussed earlier and if time permitted, a presentation regarding the
same could be made, so that the Council can be made aware of the issues involved, then
the Council could guide how to move further.

299  The Hon’ble Deputy Chief Minister of Gujarat stated that a scheme of Reverse
Charge Mechanism already existed in Cotton in Gujarat, where lakhs of farmers sell
cotton and the dealers who purchase the cotton to make cotton bales, make the payment
of tax. Similar RCM mechanism may be employed as suggested by Honble Member
from Uttar Pradesh. He further stated that a constitution of GoM may not be required as
the issue only pertains to Uttar Pradesh which had been raising the issue from a long
time.

29.10  The Secretary stated that based on the suggestions given on all these four issues,
a Group of Ministers may be formed to discuss and analyze the issues: Capacity based
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taxation on Pan Masala, Reverse Charge Mechanism in mentha cil, brick kilns, taxation
in casinos and with respect to lotteries,

29.11 The Hon’ble Minister from Karnataka stated that the issue of horse racing also
may be referred to the proposed Group of Minister and the Chairperson assured the same.

29.12 The Hon’ble Minister from Odisha stated that the issue of whether the liquor was
food or not should be decided. He further stated that the issue is not pending in any court
and would not be sub-judice to decide. The Hon’ble Chairperson had assured him to take
the matter in the next GST Council meeting, but unfortunately, the same was not brought
today, and requested to include this matter with issues of Pan Masala etc, and requested
that the issue may be taken at the next meeting of the GST Council. The Hon’ble
Chairperson assured the same.

29.13 The Hon’ble Chairperson stated that few members raised the point about the
available cess amount and she assured that the Centre is committed to disburse the money
to the States. She further stated that because of the lockdown, there was no substantial
collection of the Cess till August 2020 but at present, there was around Rs.20,000 crore
which would be distributed by late that evening. The Hon’ble Members from Gujarat,
Karnataka, Uttar Pradesh, Madhya Pradesh, Puducherry thanked the Hon’ble
Chairperson.

29.14 The Hon’ble Chairperson reiterated that the cess collection would be disbursed
immediately and the amount of excess compensation cess credited to the Consolidated
Fund was also being reversed and that was how the compensation of around Rs.1,60,000
crore was given to the States, despite the collection being around Rs.96,000 crore in the
previous year, She stated that she was aware of the difficult times the Centre and the
States were facing and that the actual fight against Covid was being undertaken by the
States. She stated that since she took charge, with due process, she had given time to
address all the long pending issues. She thanked all the members of the Council for being
positive in solving the three problems. She further stated that she was always willing to
hear any views of the members whether it was suggestions or criticism and that she never
hurried through when a member wants to put his point of view forward. The Hon’ble
Chairperson further stated that she was not in favour of any code of conduct for the
members as each member was a senior and experienced leader managing their States
even during the cwrrent challenging times.

29.15 The Secretary, GST Council stated that borrowing program was discussed with
the Secretary, Department of Expenditure and Secretary, Department of Economic
Affairs who were in touch with the banks. He further stated that since Agenda Item 9 was
approved, procedural formalities could be started within the next two days and that other
States which had not exereised their options could also take a decision within the next
two days. He stated that the Reserve Bank desired a borrowing calendar so that they can
plan the logistics and go to the market and arrange for the money.
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29.16 The Hon’ble Minister from Kerala stated that this went against the spirit that the
Hon’ble Chairperson had just espoused. He stated that he welcomed the remarks of the
Hon’ble Chairperson about Council being an open forum, and not making a code of
conduct for Members. He disputed that Option-1 was the decision of the Council. He
stated that he had mentioned earlier that both the options were unacceptable and along
with the reasons and that he also said that they could have a discussion and possible to
arrive at an alternative. The Council had not decided Option-1 as its final decision.

29.17 The Hon’ble Chief Minister of Puducherry stated that regarding Agenda Item 9A,
some States had expressed that the Central Government had to borrow and give the
compensation to the States and some States said they preferred Option-1, and thus there
was no consensus regarding the Agenda Item 9A. He stated that since there was a
division, the Hon’ble Chairperson had to arrive at a consensus before coming to a
conclusion. He stated that he made his position clear that his State did not agree with
Option-1.

29.18 The Hon’ble Minister from Chhattisgarh stated that he was in agreement with the
view of the Hon’ble Member from Puducherry. If it had been decided as Option-1, he
was making it clear that his State had not agreed with either of the options.

29.19 The Hon'ble Minister from West Bengal stated that along with Option-1 and
Option-2 there was also a third Option which the Hon’ble Chief Minister of West Bengal
had written to the Hon’ble Prime Minister, and as reiterated by the Hon’ble Members
from Puducherry and the Hon’ble Member from Chhattisgarh agreeing to it i.e. for the
Union Government to borrow from the RBI window and crediting the amount to the
Compensation Cess Fund for further disbursal to the States. So there were three Options
on the table. He stated that the Council should come to a conclusion and if there was a
difference, more discussion could be held in next few days to arrive at a consensus.

2920 The Hon’ble Minister from Punjab reiterated his remark about whether the law
would be amended as he regarded that the options provided were not in accordance with
law. He further mentioned that the Article 279A (i1) of the constitution provided a
dispute resolution mechanism and that it could be activated. He further stated that if there
was no consensus, a division could be called. The Hon’ble Member from Chhattisgarh
also supported a division.

29.21 The Hon’ble Deputy Chief Minister of Gujarat stated that the matter which was
being discussed was of immense importance for the States. He stated that the first priority
was how to get the fund at the earliest. He further mentioned that as the Hon'ble Member
from Karnataka and the Hon'ble Member from Assam discussed that once money was
received, there would be spurt in economic activities. It was already stated by the
Secretary to the Council, if they get approval, they would start the process of availing
loan from tomorrow itself. He further stated that any delay would only hurt the States and
not the Centre as the States were facing the shortfall of fund and their schemes were not
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working and requested all the members to choose Option-1 and start the borrowing
procedure at the earliest. He stated that there was never a division in the GST Council
earlier and it would not be appropriate to go for voting or division.

2922 The Hon’ble Minister from West Bengal stated that his State was unable to
accept Option-1 and if the Hon’ble Chairperson was not convinced. the Hon’ble
Chairperson may call for division.

29.23 The Hon’ble Member from Assam stated that his State had chosen Option-1 and
he was not in a position to accept any other alternative. He made request that proceedings
should start for the States who had already chosen option-1, as they were in immediate
need of money.

29.24 The Hon’ble Minister from Karnataka stated that the States should come to a
practical solution that having the money at present was more important than receiving
after six months by which time lot of damage would have been done to the people and the
economy. He requested the Hon’ble Chairperson to state the sense of the house and take a
call, stating the Consensus of the House.

29.25 The Hon’ble Minister from Chhattisgarh requested that the Chairperson may take
more time to achieve consensus as voting was not preferred by the States and if
unfortunately consensus was not forthcoming, tenets of the GST Act must be adhered to
and a voting may be called where 75% or more members vote for a particular issue.

29.26 The Hon’ble Deputy Chief Minister of Bihar stated that he failed to understand
the opposition when the Centre was guaranteeing in a way and making arrangements for
borrowing, the States were not burdened. He stated that this issue about who should go
for borrowing might go on but in the process, States which were in immediate need of
money would suffer. He stated that another 5 days’ time may be given and a meeting of
the Council could be called next week and if the issue was unresolved, if required voting
should be resorted to, for as was done in deciding the lottery issue. He pleaded that it may
either be decided today or latest in next meeting. It should not be prolonged and States
could not be deprived of funds. He stated that some States could not veto when most
other States suffer because of unavailability of funds.

29.27 The Hon’ble Minister from Uttarakhand stated that he welcomed the proposal
under Agenda {tem 9A and the State had opted for Option-1.

29.28 The representative Officer from Rajasthan stated the State was in favour of
Option-3 where the Centre would berrow and disburse the amount to the States.

29.29 The Hon’ble Minister from Kerala stated that he had earlier requested that there

should be a compromise and a new formula could be arrived at within the broad contours
he suggested earlier.
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29.30 The Hon’ble Chairperson stated that she heard all the Hon’ble members, had
been rightly reminded that there should be consensus in decision making. Therefore,
upholding the tradition of the Council and geing by the suggestion of the Hon'ble
Member from Bihar, she proposed to hold another meeting on 12% October 2020. She
was open to have another round of discussions on 12 October 2020 and then they would
take a call that day. She further reiterated that States were on the forefront of fighting
Covid, she had cleared disbursement to the States as soon as resources were available
whether it was GST compensation or devolution in terms of Finance Commission’s
recommendation.

The meeting on 5" October 2020 ended with thanks to the Chair.

Agenda Item 9A: GST compensation options — ways of meeting the shortfall as
discussed on 12" October, 2020.

30. The 42" meeting of the GST Couneil resumed on 12% October 2020 with the
Secretary of the GST Council welcoming the Hon’ble Union Finance Minister, the Chief
Minister, the Union Minister of State (Finance), the Deputy Chief Ministers, and all the
Hon’ble Members of the Council to the Council meeting.

al. The Secretary submitted to the Council that Agenda Item No.9 for *Continuation
of cess beyond transition period’ had been approved, and Agenda Item No.9A ‘GST
Compensation Options — Ways of meeting the Shortfall’ was under discussion. He
requested the Chairperson to allow resumption of discussion on the said Agenda Item. He
asked the Joint Secretary, DoR, to initiate with a brief recap.

32, The IS, DoR stated that the States had been given two options. 23 States / UTs
had opted for Option-1, whereas no State had opted for Option-2 and 8 States had
reservations against either of the two Options, the details of which are given in Annexure
to the Agenda.

33. The Secretary stated that the details of the option one were communicated to the
States by the Department of Expenditure, Ministry of Finance, Government of India.
After the options were communicated by the Department of Expenditure to the States,
there was a meeting held by him as the Finance Secretary, with the Expenditure Secretary
and Finance Secretaries of the States and certain suggestions were received and thereafter
various suggestions had also been being received from the States. He added that the
Department of Expenditure examined all the suggestions in detail and agreed to modify
Option-1, under which the entire Rs.97,000 crore shortfall was calculated assuming GST
growth rate of 10%, but States had suggested that the real growth could be in the range of
7% to 8% depending upon the State so the assumed growth rate was reduced to 7% which
meant amount to be borrowed under Option-1, would now become Rs.1.1 Lakh crore
instead of Rs.97.000 crore.
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34, On the question of as to how this entire debt would be serviced, the Secretary,
stated that with the approval of Agenda ltem 9, the cess had already been extended
beyond June 2022. He stated that the Department of Expenditure had communicated to
them, that the interest on the borrowing under the Special Window would be paid from
the Cess as and when it arises until the end of the transition period. After the transition
period, principal and interest would also be paid from proceeds of the Cess, by extending
the Cess beyond the transition period. However, as per discussions, it is now decided that
at first stage, cess collected would be used for paying the interest and at the second stage,
it will be used for repaying the principal and the remaining part would be used for
meeting the remaining arrears of compensation. The Secretary submitted that this was the
main item for discussion that had been communicated from the Department of
Expenditure and requested the Hon’ble Members of the Council to express their views on
the Agenda Item.

35. The Hon’ble Minister from Madhya Pradesh thanked the Hon’ble Finance
Minister for announcing the special package. He stated that he was glad that Central
Government had positively considered the Option-1 in respect of compensation cess and
also considered the other two suggestions given by Madhya Pradesh State. Now, his State
could borrow Rs.4,542 crores instead of Rs.4,056 crores under the special facilitation
provisions of Central Government and RBI, which they could use for the development
work of the State. He added that in last meeting, he also requested that when Central
Government was pondering over the options of compensation cess so seriously and had
also received the support of majority of States then remaining States should also think
over it positively so that some solution could be arrived at, and amount is made available
to the States so that the same could be utilized in the second half of this Financial Year.

35.1  The Hon’ble Chief Minister of Puducherry thanked the Hon’ble Chairperson for
postponing the meeting so as to arrive at consensus on the issue of Agenda Item 9A. He
stated that the issue was discussed in the previous two meetings and Hon’ble Chairperson
was kind enough to hear views of all Hon’ble Members. Who would be borrowing and
how it would be paid was elaborately discussed along with the learned AGI’s view and
also the views taken by various States. The points he liked to raise were the decisions that
had been taken in previous meetings of the GST Council and the assurance that had been
given by then Hon’ble Union Finance Minister, Late Shri Arun Jaitley that the
Government of India would borrow and give to the States and whenever there would be
short fall of compensation Cess, it would be honoured and implemented. How to
implement this decision was the issue which the Hon’ble Members had to decide.

35.2  He added that from point of view of Puducherry, GST, especially the commercial
tax, was one of the main components of their revenue. He mentioned that they are a
small State and the taxation power which was there with the States, had been surrendered
to the GST Council on certain conditions and certain assurances. Now, the State
Governments would lose their revenue because of various factors including the tax
equalisation which had affected his State very badly and also due to COVID-19
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pandemic situation. The financial position of the State was in a very bad condition and
they were not able to meet day to day expenses of the Government on various schemes,
projects, and towards salary of Government employees. He requested the Hon’ble
Chairperson that the borrowing from the open market or from RBI or issuance of Gold
Bond was very easy for the Government of India to do instead of the State Governments
doing it. Apart from that, his State had another difficulty as they were a Union Territory
with legislature. Whenever they wanted to borrow, they had to approach through the
Home Ministry, Government of India. Unless the Home Ministry concurs and the
Finance Ministry gives the nod, it would be difficult for Puducherry to borrow.

35.3  He stated that they were grateful to the Hon ble Chairperson who was hearing the
views of the Hon’ble Members of the Council and trying to arrive at a solution. He
requested that the disputes had to be resolved by give and take, all States had to agree
because of present critical financial position in various States. Therefore, he requested the
Government of India to borrow and pass it on to States and all problems associated with
State borrowing such as State Governments approaching RBI. going to open market, in
their case, State going to the Home Ministry, could be resolved. Borrowing by the
Government of India would be very easy vis-a-vis State Government doing it because
without the permission of the Government of India, the State Governments cannot
borrow and therefore he wanted easy route to be followed. He requested the Hon’ble
Chairperson to consider the third option proposed by the Hon’ble Finance Minister of
West Bengal i.e. the Govt of India to borrow and give it to States.

354  The Hon’ble Minister from Assamn eongratulated the Hon’ble Union Finance
Minister for declaring so many benefits for States in continuation to what had already
been done for them. He stated that, in the last meeting held on 5™ Oct 2020 also they had
discussed this GST Compensation options issue at length and 23 States had already
chosen the option. The Department of Expenditure had already deliberated the issue and
States would be borrowing as it would be repaid by the Central Government out of the
collection of the Cess. The mechanism of borrowing is being handled by the Department
of Expenditure of Government of India and as the provisions of the Article 293 of the
Constitution, the options have been worked out. The GST Council has jurisdiction to
extend the levy of cess to compensate for shortfall in the compensation and in the last
GST Council meeting held on 5" October, the GST Council exercised its authority to
extend the levy of cess beyond June 2022, That decision was actually taken to ensure the
States would get full compensation with respect to any shortfall in comparison to the
projected revenue growth of 14%.

35.5 He was of the opinion that, so far as the borrowing was concemed, it was the
decision of the individual State and the Centre in accordance with the Article 293 of the
Constitution of India and he was of the opinion that it will fall outside the jurisdiction of
the GST Council. As a matter of respect, the Central Govt. had brought this issue to the
GST Council for information that in case of shortfall, one could go for borrowing under
various options but it would not be ultimately decided by the GST Council. This decision
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had to be taken under the Article 293 by the Government of India independent of any
decision which would be arrived at in the GST Council. He said over and above this, the
Chairperson offered that if they had any immediate requirement of funds, they could
approach the Central Govt. under Article 293 and choose from the options provided. He
said the 23 States that have preferred Option-1 needed immediate funds and they could
discuss under Article 293 with the Department of Expenditure, Government of India on
borrowing and the GST Council need not discuss about borrowing which was not their
mandate.

35.6 The Hon’ble Minister from Chhattisgarh thanked the Hon’ble Chairperson for
allowing this discussion to continue and allowing them all to make an honest and
concerted effort to come to a consensus and not get into options of division or voting and
also thanked her for whatever releases had been done so far. He quoted para.6.3 of the
Minutes of the 10" meeting of the GST Council held on 18" February 2017 wherein it is
stated that:

“The Hon'ble Minister from Telangana stated that the Compensation Law should provide
that if money fell short in the Compensation Fund, it could be raised from other sources.
The Secretary stated that Section 8(1) of the drafi Compensation Law provided that cess
could be collected for a period of five years or such period as may be prescribed on the
recommendation of the Council. He stated that this implied that the Central Government
could raise resources by other means for compensation and this could be then recouped
by continuation of cess beyond five years. He stated that the other decisions including the
possibility of market borrowing for payment of compensation was part of the Minutes of
the Meeting of the Council (held on 3™ and 4" January 2017) and need not be
incorporated in the Law. The Council agreed to this suggestion.”

He stated that the then Hon’'ble Chairperson of the GST Council assured that
compensation to States shall be paid for 5 years in full. Within the stipulated period of 5
years, in case the amount of GST compensation fell short of compensation payable in any
bi-monthly period, the GST Council may decide the mode of raising additional sources.
In this regard he further referred to para 6.5 of the Minutes of the 10" meeting of the GST
Council wherein it is mentioned that on pointing it out by the Hon'ble Minister from
Karnataka, the words “such other revenues” in Section 10{1) of the GST (Compensation
to States) Act 2017 were replaced with the words “sueh other amounts™. Thus, there was
a commitment for Central Government to provide 100% compensation and how it would
be done was for the Council to decide.

35.7  He then referred to the Section 18 of the Constitution {(One Hundred and First
Amendment) Act 2016 wherein it is mentioned that the 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 account of implementation of the goods and services
tax for a period of five years. This was supported and brought into active mode through
Section 8 of the GST (Compensation to States) Act 2017. These acts and laws and
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provisions are passed in the Parliament which were enshrined through deliberation in the
GST Council. He further referred to Article 293(2) of the Constitution where it is stated
that Government of India can give guarantee in respect of a loan raised by the State
Government and sums required for this purpose shall be charged on the Consolidated
Fund of India. It was GST cess amount which they had all agreed in Agenda Item 9,
would be extended beyond June 2022. The GST Compensation Cess was under the GST
regime and these Articles did not take into account of the same and thus the ways of
meeting of the shortfall for GST compensation was under the purview of GST Council.

35.8  The Hon’ble Minister from Assam stated that for certain matters, the sovereignty
lies with the Parliament and the Constitution of India and are out of purview for
discussion in the GST Council. He requested the Hon’ble Chairperson to not allow, any
decision to be taken, which did not fall within the mandate of the GST Council.

359 The Hon’ble Finance Minister of West Bengal put forth his submission that there
was a historical context. As was discussed in the 10" meeting of the GST Council held on
18™ February 2017 wherein the then Secretary of the GST Council in the presence of the
then Hon’ble Union Finance Minister who was chairing the meeting, very clearly said
that “...this implied that the Central Government could raise resources by other means
for compensation and this could be then recouped by continuation of cess beyond five
years...” (as mentioned in para.6.3 of the Minutes of the 10" meeting of the GST
Council). In the same spirit after several years, on 14® March 2020, the Hon’ble Union
Finance Minister said the same thing, “{t was the solemn commitment to the Siates rthat
the Centre is duty bound to give compensation to the States”. So his first point was that, it
was the historical commitment that they were talking about and the matter of trust and
faith in a federal system.

35.10 He further stated that the options of borrowing by the States were sent after day-
long discussions in the 42™ meeting of the GST Council held on 05-10-2020. The GST
Council Secretariat sent “Note regarding GST compensation borrowing option — please
find attached note of borrowing options as discussed in the 41* meeting of the GST
Council about GST Compensation™ and thus it is within the scope of GST Council.

35.11 Then he discussed about Article 279A(11) of the Constitution for establishment
of a dispute resolution mechanism within the GST Council. He requested that in a time
bound manner, the dispute resolution mechanism may be set up in 7 days, with a request
to come to a conclusion and then quickly bring it back to the GST Council. Alternatively,
he suggested that the possibility of formation of GoM on the issue may also be explored.

35.12 He suggested that the third option which was that the Government of India may
borrow, may be accepted. The Hon’ble Chief Minister of West Bengal had also written to
the Hon’ble Prime Minister of India that they would allow indefinite extension of the cess
so that when the Government of India borrowed, it did not have to repay from its own
resources. The two options proposed require States to borrow from RBI. It may be noted
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that the Central Government already had such a window with RBI. The Centre could
sinply borrow and had no risk at all. States cannot borrow because they did not have
such a window. He further added that the Secretary Expenditure, Ministry of Finance,
Government of India, had clearly said that there was no such window possible for the
States.

35.13 The Hon’ble Minister from Goa referred to the special assistance that the
Hon’ble Union Finance Minister had provided to the States. Expectations by States were
very high but the States could not recognize the fact that in spite of the COVID, the last
quarter had shown that economy was picking up. He stated that at least in his State Goa
they were concerned that thcy had no funds for payment towards the ongoing
infrastructure work. And when the Centre had come out with this special package,
certainly there should be some level of satisfaction. He stated that Goa was also a very
small State which came in the planning proeess much later. He suggested that when
certain amount remains pending with the Centre from compensation cess collected, the
smaller States may be given preference to release that amount to them.

35.14  He felt that the GST Council may arrive at simple consensus since most of the
States had already opted for Option-1. He pleaded that the GST Council had got the spirit
to unite as well as had got the spirit of consensus. With the special assistance that had
been announced by the Hon'ble Finance Minister, they would be able to keep the
expenditure towards infrastructure, committed payments and building something that was
necessary for the States. He hoped that all that would hefp to resolve the problem and by
the end of the meeting they would be deciding that matter by consensus and to close that
issue once for all.

35.15 The Hon’ble Deputy Chief Minister of Bihar stated that the first question which
had been raised by some States was whether the GST Council had the jurisdiction to
discuss the borrowing issue. He personally felt that they were stakeholders and in a
federal structure they could discuss any issue in this GST Council but not necessarily take
a decision and go for voting on that particular issue. He recalled that earlier the issue of
natural gas was discussed even though as on date GST is not levied on it. Similarly the
issue of Stamp duty on securities was the second example that was presented to the
Council. Third example was regarding CST Act where many States had raised the issue
regarding C-Form on petrol and diesel. CST Act is not under the jurisdiction of the GST
Council but still it discussed it. He stated that in this fiscal federal body, States could
raise issues, they could discuss about the same but as far as voting was concerned, with
respect to borrowing issue, it was not within the jurisdiction of the GST Council. It
comes under the purview of Article 293 of the Constitution of India and it was between
the States and the Centre to decide about the same.

35.16 He said, that in the last meeting, some States were urging for voting on the issue

of borrowing. He referred to the Minutes of 20" meeting of the GST Council held on 5%
August 2017 regarding amendment to the ‘Procedure and Conduct of Business

Page 47 of 93

Minutes of 42nd GST Council Meeting

b

CHAIRMAN'S
INITIALS




MINUTE BOOK

W

>

CHAIRMAN'S
INITIALS

Regulations of the GST Council’. The Chairperson may convene a meeting of the
Council through video conferencing but if a proposal under discussion is required to be
decided by voting, then it shall be deferred and taken up in the next physical meeting of
the Council. So, if some States want voting, the voting cannot take place through video
conferencing as voting could only be done in physical meeting. Further, he said that some
States suggested for constitution of the GoM. He felt that suggesting for GoM after two
months is not proper and it would be difficult even for the GoM also to arrive at a
consensus. It would only delay the process as they knew the views of everybody and
majority of views were in favour of Option-1. Bihar was absolutely not in favour of
constituting the GoM. He further referred to the Attorney General of India’s opinion that
within the parameters of Article 293, the States could borrow on the strength of the future
receipts of the compensation cess. Even if a single State accepts the option and if the
Government of India was ready, then other States could not prevent those States who
wanted borrowing. He felt that there was no requirement of constituting the GoM and
also there was no requirement to resorting to voting and opined that after taking
everybody’s opinion they should resolve the issue in that meeting,

35.17 The Hon’ble Finance Minister of Kerala stated that in the 42" meeting of the
GST Council held on 05.10.2020, he had distributed a fairly detailed written statement
about his position on the issue. He relied upon the response to Question No.3 given by
the Attorney General of India wherein it was stated that *“this wouldn’t permit extension
or deferment of the period of 5 years for the payment of compensation to States. By law
they had no right to extend it beyond 5 years™. Then AGI further stated that “where all
States come together, agree for a deferment or extension in regard to the payment of
compensation te them, that one could adopt such a course of action™. Keeping in view the
above response from AGI, the Hon ble Finance Minister of Kerala was opposed to both
the Options suggested by Department of Expenditure, Ministry of Finance, Government
of India. According to him, the Option-1 involved deferment of the compensation and
there was no guarantee that it would be paid within 5 years. Therefore, he would say that
the Attorney General had suggested that it required a consensus and there was no
consensus regarding deferment of compensation cess. The Hon’ble Minister also drew
attention to the AGI’s opinion that “it is for the GST Council to decide on any other
source from it may lawfully recommend crediting the necessary amounts to the GST
compensation cess fund”. The amount so borrewed has to come to the Compensation
Fund and Compensation has to be paid from it. The Attorney General of India’s opinion
made it very clear that it could not be done without the agreement of the Centre. Thus, he
again relied upon the Attorney General of India’s response to Question No.2 that stated
“the GST Council wouldn’t be in a position to make recommendation to which the
Central Government was opposed. This has to be kept in mind”. He stated that the
Council had sought the opinion of the Attorney General of India on this issue and the
discussion in the Council may focus upon the opinion given by the AGI as mentioned
above.
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35.18 He stated that discussion on any issue does not necessarily mean voting on it.
There could be difference of opinion but there is unity in diversity. In the GST Council
meetings repeatedly they had said that they should try to have a consensus but not
division at every point of time. Therefore, he is in support of Option-3 of borrowing by
the Centre and they could discuss this proposal or they could go to Option-4 also, if any.
He was against deferment and wanted compensation funds this year. Law was very clear
that Compensation had to be paid every two months.

35.19 He also suggested to form a GoM on this issue which may take one more month,
then discuss and come to consensus with mutual sense of accommodation. The
functioning of the States would not be hindered because there was an accommodation
provided in the additional borrowing which was already permitted. So within one month,
this GoM could see how they reach an understanding and he promised that he would try
to work towards consensus in a spirit of accommodation.

35.20 The Hon’ble Minister from Uttar Pradesh stated that Uttar Pradesh was with the
Central Government, and with the decisions taken by the Central Government. His
suggestion was for increasing revenue and they could impose cess on some other items
too. He requested all to think over items on which they could increase their collection, to
robust their mechanism and the itemns on which they could impose more cess so that their
cess collection could increase over time. He completely agreed with the views of the
Hon’ble Deputy Chief Minister Bihar that nothing new would come out of the GoM
because opinion of all the States had already come.

3521 The Hon’ble Minister from Punjab stated that Punjab had raised many pertinent
questions both in writing and in the previous meetings. As far as Punjab was concerned,
their issue was very simple, give them the compensation as per the law or if a pragmatic
change was necessary then get the law amended. The word compensation was defined as
difference between the projected revenue and the actual revenue. Thus, compensation
could not be arbitrarily split into two parts. There was no basis to apply either 7% growth
now or 10%. Compensation shall be paid out of the GST Compensation Fund as
mentioned in Section 10 of the GST (Compensation to States) Act 2017. Any amount of
compensation that comes from sources other than this Fund was not compensation. Thus,
unless the Central Government borrowed and credited it to the GST Compensation Fund,
it was not compensation. The Section 7 of the Act requires that compensation shall be
paid to the States during the transition period which was 5 years. This was clarified in the
opinion of the learned Attorney General of India. They needed to take note that in
Option-1, a good part of the cess collected would be used to pay the interest on that
borrowing of Rs.1.10 lakh crore. According to him, there should be some legal backing
for that. The learned Aftorney General of India had further pointed out that unless all
States agree, the compensation could not be delayed beyond 5 years. Thus, majority
voting would not matter unless all States agree.

35.22 He stated that he would not be talking about activating the dispute resolution
mechanism because the Hon’ble Finance Minister of West Bengal had already
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highlighted it. Some Hon’ble Members even suggested that those who were willing to
borrow should be allowed to borrow, leaving others to fend for themselves, which is not
proper. He had suggested a GoM on the subject to look at the issue with the calmness and
in far greater spirit of accommodation of consensus of all. It would also serve as decent
proxy for the dispute resolution mechanism. If the Group could be announced that day, it
could give its report within 7 days. He stated that it is proposed to borrow Rs.1.10 lakhs
crore. The balance amount that could be borrowed is only Rs.73,000 crores out of which
Rs.13,000 crores has already been credited out of provisional IGST settlement. Thus,
what is left over to be borrowed was now only of Rs.60,000 crores. This issue can be
deliberated in a GoM which could submit its report to the Council. Punjab would rather
have consensus on the issue than a split in the Council. He stated that he didn’t have
mandate from his Cabinet or from his Chief Minister but if they could consider part
borrowing by the State and the balance borrowing by the Government of India, he was
sure this third option would be acceptable to most of the States and if a GoM could be
constituted, it would break the deadlock.

3523 The Hon'ble Minister from Karnataka thanked the Hon’ble Chairperson for
giving them the GST compensation as per all the States” demand from the Compensation
fund collections, which reflected the earnest commitment towards helping the States in
dire need. Centre was trying to arrive at consensus in the whole issue and they could
understand the position of the Union Finance Minister and the Ministry of Finance in the
given economic crisis. The Central Government had proposed extension of levy of cess
which was agreed by all the States and welcomed by all the States. Thirdly, he stated that,
the Centre even considered States request to reduce the growth from 10% to 7%. That
was the accommodation by the Govemment of India. That showed the true spirit of
coming to a consensus and everybody agreed to that. So all States had agreed that
compensation would be paid in full, they had agreed that it would be through other means
that are provided by the law i.e. by borrowing and they had agreed that there would be
more amount available for the loans, they had agreed that the entire things would be paid
through this compensation cess so there will be no burden on the States or on the Centre.
So, these broad parameters had been agreed upon.

35.24 He stated that it had been very clear that the question of compensation had to be
addressed immediately. The question was not only that compensation had to be paid; it
had to be paid immediately. Further any improvement in terms of efficiency, in terms of
broadening the tax net, in terms of procedure, in terms of ultimately increasing the
revenue that could be thought over but at the same time, at present, States were in the dire
need of money. So, his only humble suggestion was to allow them to operate Option 1.

35.25 The Hon’ble Minister from Karnataka earnestly requested not to stop their right
to take loan and put that funds in the development activities of States. As most of the
senior Members said there was no question of voting on it and if there was a GoM, it
should be for further reforms rather than delaying the present options which they had
already chosen. Therefore, they may be allowed to operate their options.
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35.26 The Hon’ble Minister from Tamil Nadu stated that he was thankful to the
Hon’ble Chairperson for taking initiative to come to a consensus on the matter of GST
compensation to States. The background note that the Ministry of Finance had circulated
at the 41% meeting of the GST Council held on 27.8.2020, there it had been specifically
stated that the GST Council had to decide other modes of making good that shortfall. His
Hon’ble Chief Minister had also written to the Hon’ble Prime Minister on that issue.
Since, the Government of India appeared unwilling to borrow, they had no option other
than to choose one of the two options offered. The Government of Tamil Nadu was
conscious that reaching a common meeting ground was the nced of the hour amidst this
COVID-19 pandemic. It was in this spirit that they had agreed to Option-1 in the previous
meeting. He looked forward to early resolution of that issue so that the States get the fund
that they so urgently needed for reviving the economy during this COVID-19 crisis.

35.27 The Hon’ble Minister from Telangana completely agreed with the views
expressed by the Hon’ble Minister from Chhattisgarh regarding the aspect of borrowing
to meet compensation requirement not falling within the ambit of Article 293 of the
Constitution. Apart from which it might also be noted that Section 7(2) of the GST
(Compensation to States) Act 2017 mandated release of compensation to States every two
months in case of shortfall in revenue. This compensation shall be released from the GST
Compensation Fund. Borrowing mentioned in Option-1 and Option-2 fell under “such
other amounts” as per Section 10(1) of the GST (Compensation to States) Act 2017.
Hence, the discussion regarding the borrowing under Option-1 and Option-2 was very
much within the framework of the GST Council. He added that as pointed out by his
colleague, the Hon’ble Minister from Punjab, the Centre could also re-think to settle the
issue at the earliest in a consensual manner as Option-1 was now revised to Rs.1.10 lac
crores and Option-2 stood at Rs.1.83 lakhs crores and the gap was only around Rs.73,000
crores, out of which, the Chairperson was kind enough to release some amount since the
last meeting of the GST Council. Hence, under Option-1, if the amount is revised to
Rs.1.80 lakhs crores, consensus among States would be easy, and requested the Hon’ble
chairperson to kindly consider the request at the earliest.

35.28 The Hon’ble Minister from Jharkhand stated that he was in agreement with what
had been stated by the Hon’ble Members from Chhattisgarh, West Bengal and Punjab.
When GST Act was framed, it was an Act of faith for them and they trusted in it
Jharkhand got its 70% indirect tax share subsumed in GST. Today they just had 30% and
it was known that Jharkhand was extremely backward and poor State. It is difficult for
the State to manage with 30% of the taxes of the erstwhile regime. They depended on
GST share and GST compensation which was promised to be paid to them at 14% growth
rate. He stated that both Option-1 and Option-2 were not acceptable to them. They are in
favour of Option-3 by which they mean that the Government of India should borrow and
give the amount to States. He is in agreement with the views expressed by the Hon’ble
Member from West Bengal on provision of dispute resolution mechanism under Article
279A. He is in agreement with the views expressed by the Hon’ble member from Punjab
about formation of a GoM on this issue. He noted that compensation amount of around
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Rs.3300 crores was due to Jharkhand, out of which the Hon’ble Chairperson had
sanctioned Rs.318 crores. He thanked her for that and hoped that remaining
compensation amount would also be released soon. He stated that decision needed to be
taken early so that a poor State like Jharkhand could be benefitted and they could carry
on with their welfare activities.

35.29  The Hon’ble Minister from Andhra Pradesh while appreciating the revision from
10% to 7%, he once again requested for a study to be done to arrive at more realistic
figures closer to the actual that would have been. In view of the increasing cesses and
surcharges which were affecting the resources of divisible pool directly reflecting on the
transfer to States, he requested the Centre to be a little more magnanimous. Keeping in
view the fact that this was a peculiar situation, it was imperative that the Centre and
States come forward to arrive at consensus. He agreed with his counterpart from
Karnataka where he had mentioned that most of the essential issues were almost agreed
upon. He agreed with his counterparts from Bihar, Kerala & Karnataka where they had
expressed that they could sit together and do a little more of the deliberation in order to
arrive at consensus but in view of the situation where all the States were severely starving
for finances and resources to meet the regular expenditure as well as additional COVID
expenditure, he requested Hon’ble Chairperson to provide some sort of temporary relief
until such time that in a month or two where either by deliberation or by taking view
point from various States in writing, a study could be made and more or less like majority
of States were expressing their views of having a consensus only. So, with the spirit of
federalism and the patience that everybody had faced this challenge, he requested the
Hon’ble Chairperson to provide some immediate relief and go forward for deliberation to
arrive a consensus.

35.30 The Hon’ble Minister from Rajasthan stated that, as provided in the Constitution
and the GST (Compensation to States) Act 2017, the States were not getting
compensation due to them. As mentioned by the Hon’ble Members from Punjab, Kerala,
West Bengal and Jharkhand, whenever there was a problem in federal structure then the
Central Government should come forward to resolve the problem of the State
Governments. He believed that the Central Govt should borrow from RBI because they
had window system and whoever borrowed, fiscal deficit would anyway be impacted. An
amount of Rs.7,300 crore was due for Rajasthan till September 2020 as compensation
from the Central Government. He supported the suggestion that if there was a dispute, the
provisions of dispute resolution mechanism can be activated. He proposed the GoM
option to give time of 7 days, GoMs would sit, reach at consensus and would take
decision. Whatever decision it would be, at least States would feel that they were heard
and decision was taken on consensus. He would not go for borrowing as it was the
responsibility of the Central Government to pay compensation to States and reminded
that the Central Government had guaranteed to pay it which was very much mentioned in
the law.
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35.31 The Hon'ble Minister from Himachal Pradesh said that they had opted for
Option-1 and decision on Option-1 should be taken scon. Small States like them were
facing lot of problems. He requested that as per their calculation his loan amount comes
around Rs.1700 crores and that should be made available to them at the earliest.

35.32 The Hon’ble Deputy Chief Minister of Haryana stated that as Haryana had
already chosen Option- 1, he requested the Council, at least for the States who had chosen
Option-1, to at least get their share of compensation because he thought it was the need of
the hour. He is not in favour of formation of GoM. He requested the Council to
unanimously approve Option-1 for the liquidity for the States to come up.

35.33 The Hon’ble Deputy Chief Minister of Tripura stated that he is in agreecment with
the Hon’ble Deputy Chief Minister of Haryana and the Hon’ble Deputy Chief Minister of
Bihar that they should be allowed to borrow. He stated that the North-Eastern States were
very small States and they were burdened with financial difficulties. So he pleaded with
the Hon’ble Union Finance Minister not to delay any further and allow them to exercise
Option .

3534 The Hon’ble Minister from Meghalaya reiterated their stand and said that
Meghalaya decided to opt for Option-1. He informed that he would stand by that option.
He also thanked the Govt. of India for having considered the suggestions put forward by
Meghalaya and requested to place their choice of Option-1 on record.

35.35 The Hon’ble Deputy Chief Minister of Gujarat stated that Gujarat had already
tnade their stand clear in the last meeting that they would choose Option-1. He said that it
would help all the States to receive funds needed urgently for going forward with their
plans and fostering economic activities which would help people in that difficult
situation. He also expressed that if it was not possible to reach a consensus amongst all
the Hon’ble Finance Ministers of States, then it would be difficult to de so even if the
GoM was formed and it would delay the matter. He proposed that the Government of
India should initiate the process of giving loans through RBI to the 21 States that already
gave their consent for Option-1. He said that the States which did not agree with Option-1
could discuss with the Hon’ble Finance Minister of India about other options available
and it would not be appropriate to stop other States from getting loans for the sake of a
few States. He opined that in the present situation, this matter should not be delayed any
further and it was the responsibility of all the State Governments along with the Central
Government to help the States’ people and the matter needed a quick resolution. He also
suggested that the amount of loan that the States would get should be based on the
formula of net GST revenue and not gross GST income,

35.36 The Advisor to Hon'ble Lieutenant Governor of Jammu and Kashmir stated that
they opted for Option-1 in view of their current financial resources and need of funds for

the Govt. of J&K. He requested for the Council’s consideration that Option-1 might be
implemented on priority since J&K needed finances urgently.
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35.37 The Hon’ble Chief Minister of Puducherry, while referring to the package and
interest free loans for 50 years for the States especially for the North-Eastern States and
other States based on the formula for devolution of funds under Central Finance
Commission, pointed out that Puducherry and Delhi had been deprived of these package
and loans as they did not come under the purview of the Central Finance Commission. He
felt that the Central Government could borrow without certain limitations whereas States
cannot borrow without the permission of the Centre. He further suggested that in addition
to all the options considered so far, he proposed another option in which the Government
of India can allow the GST Council to borrow. He mentioned that according to Article
293 of the Constitution of India, the Central Government can take a decision in the matter
so that the issue could be resolved by the GST Council being authorized by the Central
Government to borrow and disburse the funds to the States.

35.38 The Hon’ble Minister from Chhattisgarh sought clarification from the Hon’ble
Chairperson on the points viz. (a) He mentioned that in the last meeting, the Finance
Secretary had announced that the GST Council had decided that States could take a loan.
The Hon’ble Minister asked whether the GST Council was within its rights to ask the
States to take a loan. (b) Under Article 293, when an amount is borrowed by the Central
Government the security was to be of the Consolidated Fund of India. Similarly, when
the State Government borrowed, the security was to be the Consolidated Fund of the
State or India. He asked. in the present proposal whether the security would be on the
Consolidated Fund of the State or the GST Compensation Fund. (¢} He further sought a
clarification / guidance if the GST Council decides that States had to borrow, then do
States have a choice whether to take loan or not.

35.39 The Hon’ble Finance Minister of Assam referred to the deliberations of the 10
meeting of the GST Council where the then Revenue Secretary had mentioned about
market borrowing. He pointed out that the said meeting took place on 18" February 2017.
However, the GST (Compensation to States) Act 2017 was passed in the Parliament on
12t April 2017. That meant whatever had been discussed in the Council, even after that,
the Parliament in its wisdom decided on 12" April 2017 to discuss about cess only in
order to raise compensation. He stated that the question of borrowing which had been
mentioned on the 18" February 2017 meeting was not reflected in the GST
Compensation Act passed on 12™ April 2017,

36.1  The Secretary clarified the issue raised by the Hon’ble Finance Minister of
Punjab, by referring to the opinion given by the Attorney General of India that the levy of
the Compensation Cess could be extended beyond five years. On the reference made by
Hon’ble Member to the opinion of the Attorney General of India that unless and until all
States agrees it could not be extended, Secretary clarified that what the Attorney General
of India meant was that under the current Act, the compensation entitlement would be
only for five years. However, actual levy and collection could go beyond five years if the
Council recommended. That would not permit the extension or deferment of the period of
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five years for the entitlsment of compensation to the States. In his opinion, therefore, AG
has stated that only if the Council agrees to deferment or extension in regard to the
payment of compensation to them (States), one could adopt such course of action. In the
month of August 2020, the Attorney General of India has further clarified that extending
the levy and collection of the cess beyond five years under Section 8(1) of the Act can be
done on the recommendation of the GST Council which would require the decision by
three fourths majority of the weighted vote. Since all States were represented in the GST
Council, that could only be achieved if the requisite number of States supported such
recommendations. That was clarified by the Attorney General of India that “all States’
meant ‘requisite number of States that supported such recommendations’. In Agenda Item
9, the Council had recommended the levy of cess beyond five years.

36.2  On the issues raised by the Hon'ble Finance Minister of Chhattisgarh that if the
borrowing was done then, whether the borrowing would be done on the strength of the
Consolidation Funds of States, and also whether the States could be permitted to borrow,
the Secretary clarified by drawing the kind attention of the Council to the opinion in the
month of June 2020 by Attorney General of India. In the question No.4, the AGI was
asked 'Can the States borrow on the future receipts of the compensation fund to meet the
compensation gap either fully or partially?” The Secretary quoted the Attorney General of
India's reply that 'this query can be answered with the reference to Article 292 and 293 of
the Constitution. The entitlement of a State to borrow is set out in Article 293(1). And the
Article 293(3) states that States can borrow on the basis of the Consolidation Funds of
States’. The Secretary further quoted the Attorney General of India that '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
authorised the Parliament to make loan to a State, subject to any limit which may have
been fixed by law made by the Parliament. Thus, it is within these parameters that a State
can borrow, even on the strength of future receipts from the compensation fund.’

36.3 The Hon'ble Minister from Chhattisgarh reiterated the contentions as already stated
in above paras. About Article 293 which envisages or stipulates that security would be of
the Consolidated Fund of State whereas the compensation cess fund does not have any
specific share of the State. The Hon'ble Minister from Chhattisgarh further mentioned
that the Compensation Cess would come after end June 2022, it was not known today,
when and how much amount would come and in which time frame. Article 293 was an
entirely different provision and it had no inclusion of compensation cess and the
Consolidated Fund of a particular State has no fixed amount.

36.4 The Secretary clarified that the compensation cess goes to the States and it
becomes the part of the Consolidated Fund of State and that was exactly the reason why
the Attorney General said that under Article 293(1) States can borrow. As regards
apprehension of Hon'ble Minister from Chhattisgarh that Compensation Fund was
uncertain in comparison to CGST and SGST, Secretary mentioned that in this meeting
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itself they had approved Agenda Item 9 i.e. the GST Council approved that the levy of
the compensation cess shall be extended to meet the entire gap. So, once Compensation
Cess got extended, it was not an uncertain revenue and it becomes a certain source of
revenue. Therefore, on the strength of that compensation fund, the loan or borrowing
could be done under Article 293(1). The Hon'ble Minister from Chhattisgarh replied that
the amount was uncertain for sure. If the collections of Compensation Cess were lower,
amount would be lower, but the percentage of CGST and SGST are fixed.

36.5 The Hon'ble Minister from Odisha said that the law was elastic not fixed and
GST Act or Compensation Act were by-product of the Constitution. He agreed with the
submissions made by the Secretary to the Council that similar to a State budget,
compensation was an estimate and estimate had already been made.

36.6 The Hon’ble Finance Minister of Kerala stated that it was possible to make an
estimate of what would be the compensation for a State and it was complicated for States
which was so simple and straight for the Centre to borrow. The Council had decided to
extend the compensation cess but not to defer the compensation of the current year to
future as it would require a decision of the Council and not a proposal of Option-1.

36.7  The Hon’ble Finance Minister of Tamil Nadu stated that Option-1 might be
agreed upon by consensus. He proposed that a meeting of officers might be organized to
sort out the modalities of borrowing of the loan and mode of repayment through cess
based Compensation Fund, eic.

36.8  The Hon’ble Finance Minister of Assam stated that he wanted to add few lines
to the opinion given by the learned Attorney General of India. He said that the Attomey
General had clearly pointed out that the entitlement of a State to borrow would emerge
from the authority the Constitution had given under Article 293(1) read with Article 292
and Article 293. He reiterated that the Council had no jurisdiction to advise the Hon’ble
Union Finance Minister as and when she wanted to exercise her authority under these two
Articles as the jurisdiction of GST Council did not extend to that.

37 The Hon’ble Chairperson mentioned with regard to the issues mentioned by the
Hon’ble Minister from Chhattisgarh, that in continuation of the clarifications given by the
Secretary to the Council, the Joint Secretary (DoR) would elaborate with regard to the
estimates of compensation to States.

37.1 The Joint Secretary (DoR) mentioned that the figures were already shared with
the States after meeting of the Finance Secretary and the Expenditure Secretary with the
State Secretaries on various aspects of the borrowing options. The basis of calculation
was also shared where it was said that the SGST with respect to the previous years’
collection at 10% would be recalculated on 7%. The calculation was done for each State
and S.No.22 showed the figure for Chhattisgarh. He stated that calculations would be
redone at 7% for all States and would be communicated to all the States.
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38. The Hon’ble Chairpersen clarified that compensation to the States would be
given only for the period pertaining to the first 5 years but the levy of compensation cess
can be extended beyond 5 years in order to make up for the shortage. She stated that this
is as per the existing law and this was clarified by the Attorney General of India. She
informed that exercising the powers that were vested in the Council, Members had
collectively agreed to extend the collection of cess beyond 5 years in the last meeting
held on 05.10.2020. She asked the Secretary to the Council to read out the relevant
portion from the opinion given by the Attorney General in this regard. The Secretary to
the Council referred to the paragraph 2 of the answer given by the Attorney General of
India to question No.(iii) on this issue.

39. The Hon’ble Deputy Chief Minister of Gujarat referred to the clarification sought
by the Hon’ble Finance Minister of Chhattisgarh, and stated that if compensation cess
collections increased, then the compensation to States would also decline. He further
clarified that if in 2021, the market performs better and sales increases, compensation to
States requirement would automatically be lower. Therefore. in his opinion,
compensation to States was not fixed and it would decrease with an increase in economic
activity. He referred to the Hon’ble Finance Minister of Odisha pointing out that it was
elastic in nature. He said that the accounting procedures were regular exercises that could
be done any time but Option-1 should be agreed upon and the matter should be resolved
quickly by taking a decision.

39.1 The Hon’ble Finance Minister of Telangana reiterated his points of view and
requested the Hon"ble Chairperson to take a decision. He expressed that Council should
come to a decision and that should be implemented by all the States. Whether some
States would accept or not, but collectively the Council needed to take a final decision, he
emphasized,

39.2  The Hon’ble State Minister of Technical Education of Rajasthan requested the
Centre to take loan and distribute to States.

393 The Hon’ble Finance Minister of Goa expressed that in the past also, whenever
such a thing had happened and opinions had been divided, it was left to the wisdom of the
Chairperson. He wanted to leave the decision to the Hon’ble Chairperson and he
requested his fcllow Ministers to agree to the final decision.

40. The Secretary to the Council answered the queries raised by the Hon'ble Finance
Ministers of Chhattisgarh and the hon’ble State Minister of Technical Education of
Rajasthan as to why the Centre could not borrow under Article 292. He stated that the
Department of Expenditure circulated a note on Option-1 and Option-2 and also
mentioned the background of those options. He said that ultimately the aim was that
States should get the money on account of compensation. Sinee there was not enough
collection of cess, the borrowing arrangement was being worked out by the Department
of Expenditure and the Department of Economic Affairs. The borrowing decision by the
Central Government was not taken in the Council but was taken by the aforementioned
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Departments based on their own constraints. He mentioned that after having considered
all the constraints, they had worked out a solution where the entire borrowing would be
tied up.

41, The Hon’ble Chairperson thanked all the Ministers for having gone through two
extended days of discussion on the matter. She stated that there was absolutely no doubt
that the GST collections have suffered and these are the things that everybody knows.
She also said that however much all of the Members had spoken, she did not see them
having a dispute. She expressed that although there might be differences of opinion, they
were not fundamentally denying one another’s position. She stated that compensation and
compensation in full was payable and there was no question about it. However, it was
everybody’s knowledge that compensation cess had not been yielding adequately. She
requested everyone to look at how various views have been resolved in the past and have
trust and confidence. She reminded that this was an extraordinary situation and the
Members of the Council, including some who were in the Empowered Committee before
the Council was formed, would not have foreseen a pandemic of this nature. Therefore, it
was not only a problem for the States but the problem was for all of them.

42, While referring to the discussion as to why the Centre could not borrow, she
explained that the Centre’s borrowing beyond the calendar actually would adversely
impact interest rates in the market and not only impact the Centre’s case of borrowing but
also of States as well as for the private sector. The impact would not be the same if the
States were to borrow. She assured that even if the States borrow, the Government of
India would work with the RBI to ensure that the States are able to raise the amount at
equitable and fair rate. She explained that a balanced approach was followed after
consulting State-level officials.

43. She explained that since the compensation cess had been extended to cover the
entire shortfall in the compensation, she assured that full compensation would be released
and other resources of the States would not be touched for the remaining loan that was
being borrowed. Therefore, States need not have any apprehension that the burden would
fall upon them. She appealed to the States to reach a solution quickly so that fund could
reach them which they could spend on pandemic, development expenditure and other
contingent expenditure of the States. She said that even if a consensus could not be
reached, she would want the Centre to be engaged with the States outside the broader
consensus to devise ways that could be mutually acceptable.

44, She stated that at some time she would like to sit with all the Ministers to discuss
about improving the rates per se so that the cess collection could be improved. If she had
to voice the views of the States which had chosen an option, it would not be proper for
the Council to say to those States to keep waiting till everybody arrived at a consensus.
She emphasized consensus was something all of them, including herself would honour.
She questioned if she was unable to arrive at a consensus, did it mean she would ask the
States to wait as much as time they would take to arrive at a consensus. She said States
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had got the collection of cess coming to them and if they wanted to go ahead and do
something, should the Council take a view that till a consensus is arrived at, no State
could go on with the borrowing. So, in order to voice everybody’s views, she would only
say that although a consensus on how to go about borrowing could not be reached, her
humble appeal would be that the need of the hour is that money should go to States so
that they could start spending.

45, The Hon’ble Finance Minister of West Bengal wanted to know from the Hon’ble
Finance Minister of India about the conclusion. He appealed to the Hon'ble Chairperson
that it would be solved if the Central Government agrees to borrow.

46. The Hon’ble Finance Minister of Assam stated that they had understood what the
Hon’ble Finance Minister of India said. If any State wanted to borrow it could go ahead
and other States should allow that. This was what he understood and he was grateful for
that.

46,1 The Hon’ble Finance Minister of Kerala commented that at the end of the
deliberations, two contentious issues are still not clear. One issue was to finalize whether
the Central Government would borrow or individual States. The other issue was about the
amount to be borrowed. He was totally against deferring part amount and how much to
defer was something that was to be stated more significantly.

46.2  The Hon’ble Minister of Chhattisgarh thanked the Hon’ble Finance Minister of
India for the complete openness she exhibited in bringing the facts and discussions in the
Council. He congratulated her openness not only to listen and reach a consensus. He
understood from the conclusion given by the Hon’ble Finance Minister of India that the
issue was open under Article 293(1) and 293(2) and that nobody eould stop anyone from
borrowing.

47. The Hon’ble Chairperson responded that she had already explained the
constraints for the Central Government borrowing the amount. She stated that there is no
dispute but a difference of opinion on the approach. She further stated that while there
was no consensus, she would urge all to be fair to one another. She stated that India was
on a revival path and they could not have the Council deny the Indians an immediate
catalytic effect required for the economy. She added that we needed the money to go
down to the people, so that there is quick recovery. She hoped that revenue collections
would probably be adequate next year. She again humbly appealed to all States to work
out something that would benefit all states immediately.

48, After the above concluding remarks by the Chairperson of the Council, the
Hon’ble Finance Ministers of West Bengal, Gujarat, Assam and Karnataka expressed
their gratitude to the Hon’ble Finance Minister of India and appealed to her for doing the
needful which would serve best the needs of the States.

Agenda Item 10: Review of Revenue position
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49, The Council took note of the Revenue position.

Agenda Item 11: Enabling UPI and IMPS as a payment option for payments of
Goods & Services Tax

30. The Secretary asked JS, DoR to take up Agenda Item 11. The JS, DoR briefed
the Council that as on date, three or four modes of payment are available for GST
payment. He emphasized that in the past few years digital payments through Unified
Payment Interface (UPI) had seen a historic rise, so the proposal was to allow payment of
GST through UP! in addition to the existing modes of payment. He highlighted that in
this regard GSTN had already done test runs and the interface was ready, and if the
Council approved it could be made functional.

50.1  The Secretary to the GST council added that this would greatly facilitate the
taxpayers as currently only certain banks and certain modes of payment were available
for payment of GST. The GST payments through UPI would provide taxpayers the
facility to do business with banks that are not authorized to collect GST with an instant
and inter-operable payment option. In view of the reasons explained above, he submitted
to the Council that GSTN may be permitted to allow UPI and IMPS as an option for GST
payments.

51. For Agenda Item 11, the Council approved the proposal for including UPI and
IMPS as an option for GST payment apart from the existing ones.

Agenda Item 12: Status report of creation of GRC Zone-wise (CBIC) and States /
UTs.

53, The Secretary introduced the agenda and stated that the GST Council in its 38"
meeting held on 18.12.2019 had decided that a structured grievance redressal mechanism
should be established for the taxpayers under GST to tackle grievances of taxpayers on
GST related issues of specific / general nature. The GST Council accordingly approved
constitution of ‘Grievance Redressal Committee® (GRC) at CBIC Zonal / State level
consisting of both Central Tax and State Tax officers, representatives of trade and
industry and other GST stakeholders.

52.1  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 GRC at CBIC Zonal /
State level in accordance with CBIC letter F.No.20/10/16/2018-GST(Pt.l) dated
24.12.2019.

52.2  The present position of constitution of GRC on the basis of orders constituting
Zonal / State level GRC which have been received in the GSTC Secretariat, was
submitted to the GST Council, The details of constitution of these GRCs are being
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uploaded regularly on the GST Council website http://www.gstcouncil.gov.in/grievance-
redressal-committees-central-zonestate-level under sub-menu "Public  Grievance
Redressal Committee (GRC)" under menu "Help" for creating awareness amongst the
trade.

523  All State / UTs / CBIC Zones have constituted the GRCs, except the following
06 States / UTs / CBIC Zones which have not yet constituted GRC. The GST Council
Secretariat reminded them vide OM dated 02.06.2020, 20.07.2020 24.08.2020 and
16.09.2020.

Andaman and Nicobar . e

e Kolkata Pending
Dadra Nagar Haveli .

- r V u
hias A adodara Pending
Gujarat Ahmedabad Pending
Haryana Panchkula Pending

Puduch ' Pendi
ERDCRRLY \ Chennai e
Tamil Nadu : Pending

It was requested that the above mentioned 06 States / UTs / CBIC Zones may

constitute GRC and copy of orders of constitution of GRC may be sent on priority to the
GST Council Secretariat.
52.4  The GSTN created a specific portal for uploading the grievances received in
these meetings, for the purpose of escalating the same to the appropriate authority. The
CBIC Zones / States / 1JTs have been requested to take Login credentials for the specific
portal where the GRC is constituted.

52.5 The latest status of the constitution of GRC at Zonal / State level for redressal of
grievance of taxpayers on GST related issues was placed before the GST Council for
information.

23, For Agenda item 12, the GST Council took note ol the latest status of the
constitution of Grievance Redressal Committee at Zonal / State level for redressal of
grievance of taxpayers on GST related issues.

Agenda Item 13: Performance Report of the NAA (National Anti-profiteering
Authority) for the 1** quarter (April to June, 2020)

54. The Secretary introduced the Agenda Item and stated that in terms of provisions
of clause (iv) of Rule 127 of the CGST Rules 2017, National Anti- Profiteering Authority
(NAA) is required to furnish a performance report to the GST Council by 10" day of the
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close of each quarter.He placed the Quarterly Performance Report of NAA for the 1*
quarter of the financial year 2020-2021 i.e. for the period from 01.04.2020 to 30.06.2020,
before the GST Council, as under:

No. of Disposal of Cases (during Quarter)
Tufestguin No. of cases | No. of cases | . .o
d n Reports 0.0 y
Opening g Total Where Where cases | Closing
Balance | . Disposal referred | Balance
from DGAP during | Profiteerin | Profiteerin e
during the quarter g g not l:;"é';tl‘:
quarter established | established
06
66 21 21 14 01 66

4%
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54.1  The NAA reported that due to Corona pandemic outbreak, the orders in cases
where in the limitation was expiring between 20.03.2020 and 29.03.2020 might not be
passed within a period of 06 months from the date of receipt of the report from the DGAP
due to force majeure. Aceordingly, the orders were passed in terms of the Notification
N0.35/2020-Central Tax dated 03.04.2020 issued by the Govt. of India, Ministry of
Finance (Department of Revenue), CBIC under Section 168A of the CGST Act, 2017 as
amended vide the Notification No.55/2020-Central Tax dated 27.06.2020. The NAA also
reported that 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 request by the interested parties preferably through
video conferencing.

33 For Agenda item 13, the Council took note of the Quarterly Performance Report
of the National Anti-Profiteering Authority for the 1% quarter of the financial year 2020-
2021 i.e. for the period from 01.04.2020 to 30.06.2020.

Agenda Item 14(i): Minutes of the Meetings of GoM on IGST Settlement held ogb
22.09.2020 & 01.10.2020

36. The Secretary, GST Council taking up Agenda Item 14(i) briefed the Council
that a GoM under the Chairmanship of the Hon’ble Deputy CM of Bihar was constituted
which held meetings on the issue of IGST settlement. The report of the GoM had been
circulated to all the Hon"ble Ministers of the GST Council. The Secretary submitted that
the recommendations of the GoM were as under:

(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 on
31% March, 2018;
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{(b) Before initiating recovery of the excess Compensation amount, Centre
should consult the States from which recovery is to be made;

(¢) IGST settlement data arising on account of annual returns filed by the
taxpayers for FY 2017-18, may be referred to the Law Committee for
examination and recommendation; and

(d) The matter would be placed before the 42" meeting of the GST Council to
be held on 5% October 2020.

The Hon’ble Chairperson invited comments of the Hon’ble Ministers on the same.

56.1 The Hon’ble Minister from West Bengal stated that he has no issue with the
recommendations of GoM. But, he said that he would like to bring to the attention of the
Chairperson that Rs.1,76,688 crores were received for IGST in 2017-18. As per set
procedure, half of it, that is Rs.88,344 crores, has gone to the States and an equal amount
remained with the Centre in the Consoclidated Fund of India. As a second step, of the
IGST amount received in the CFIL, 42% of that should have been devolved to the States
and thus a total amount of Rs.1,25,000 crores should have been devolved to the States.
He said that miscalculation of IGST has resulted in shortfall of IGST devolved to the
States and the compensation amount of Rs.33,000 crores was released in the earlier
meeting. He said that CAG had made a very strong observation on this and it reflected
poorly on the GST Council.

56.2  The Hon’ble Minister of Assam stated that GST Council was not the right forum
to discuss the report of CAG as the CAG report would go to the Parliament and the
Public Accounts Committee would discuss it. He advised to restrict the discussions to the
report of GoM on IGST settlement.

56.3  The Hon’ble Minister from Telangana submitted that he would like to bring up
an issue other than the Agenda being discussed. One was the issue of ineligible, reversed
and lapsed IGST ITC not being settled to the States on monthly basis. In this regard when
the settlement reports pertaining to annual returns filed upto 24-9-2020 were run by the
GSTN, it was noticed that an amount of Rs.1,000 crores was due to State of Telangana
which may be settled at the earliest. Secondly, him being a Member of the GoM, the
GoM has unanimously agreed to the recommendations made in the report. As per the
report, he requested that an amount of Rs.25,058 crores which was transferred to the CFI,
may now be devolved to the Stafes.

56.4  The Hon’ble Minister from Madhya Pradesh submitted that an 1GST recovery of
Rs.1,612 crores was due from the State and it was requested that in light of the shortage
of GST and VAT revenues and the increased requirements due to the corona pandemic,
the State had opted for Option-1 and that this amount may be settled with the

compensation dues accruing to the State either through payments in fortn of instalments
required to be made after a period of 5 years or may be with the dues accruing for FY
2021-22.
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56.5 The Hon’'ble Minister from Chhattisgarh, on the issue of IGST stated that the
matier was brought up in the Council and then referred to GoM on IGST settlement ably
led by the Hon’ble Deputy CM of Bihar that reached a unanimous decision. He also
discussed about Compensation to States, loan to be taken and related issues. He also
sought whether certain guidelines could be framed on Members of the Council interacting
with the Media on the GST related issues being discussed in the Council meetings.

56.6  The Hon’ble Minister from Tamil Nadu requested the Hon’ble Chairperson that
the payment of IGST settlement dues as recommended by the GoM should be made in
one instalment and this month itself.

56.7 The Hon’ble Minister of Karnataka stated that as per the GoM’s second
recommendation that before initiating recovery of the excess Compensation amount, the
Centre should consult the States from which recovery was to be made. He also mentioned
that considering the hardships on finance front presently, it should not be recovered
immediately and may either be settled at one time after five years or it could be done in
instalments.

56.8 The Hon’ble CM of Puducherry stated that he had been attending meetings of the
Council right rom 2017 and il was through deliberations and broad consensus that
decisions were being arrived at. He requested the Hon’ble Chairperson that each state had
its typical problems and the Hon'ble Ministers represent the will of the people of the
State. Centre and State had to work together in the spirit of cooperative federalism.

569 The Hon’ble Minister from Assam agreed with the views expressed by the
Hon’ble CM of Puducherry and suggested that if any code of conduct is being finalized,
then it shall be for all Members of the GST Council.

56.10 The Hon’ble Minister from Chhattisgarh requested the Chairperson to clarify
what should be the stand of the Ministers of the Council in the Media and when the
Council was not meeting, were they to keep silent. So if a public issue came forward,
should they not express themselves in the public.

57.11 The Hon’ble Minister of Karnataka stated that more focus was required on the
Agenda, and the Hon’ble Chairperson should take a call and sought greater clarity on the
Compensation issue.

36.12  The Hon’ble Chairperson stated with regard to the issue of IGST settlement, she
did not want to go back to the problem as to how it happened but she pointed that after
she took over as the Chairperson, GST Council in 2019, some of these issues that had
been festering the GST Council were (i} IGST issue related to a particular State with
regard to fixing of base year revenue, (ii) the IGST settlement issue eoncerning all States,
and (iii) the Compensation Cess issue that had been credited to CFI and had not been
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transferred to public account. She stated that all the three issues were settled by following
proper process within a period of 12 months. The issue of IGST Settlement concerning
all States was looked into by the GoM on IGST settlement, headed by Sh. Sushil Modi.
and the recommendations of the GoM are placed today before the GST Council. She
stated that as per the recommendations of the GoM, the Centre would be disbursing net
amount of Rs.24,400 crores due to States on account of apportionment of the entire year-
end IGST balance available as on 31% March, 2018. Further, she assured that the entire
IGST settlement amount of Rs.24,400 crore would be released within a week.

56.13 The Hon’ble Chairperson acknowledged the desperate financial need of States as
they were front-liners in the fight against Covid. She said that in spite of Compensation
Cess collections being only Rs.96.000 crores last year, the Central Government had
released compensation of Rs.1,60,000 crores. Further, she clarified that on the issue of
mechanism for recovery of excess IGST from States, it was not presently being pressed
and could be recovered gradually.

56.14 The Hon’ble Chairperson further stated that she was grateful that the Hon'ble
Finance Ministers of the States chose to write a personal letter thanking her. In response,
she thanked all the Hon’ble Finance Ministers of the States for being positive about the
resolution of each of these issues.

56.15 The Hon’ble Chairperson further stated that she had always been willing to hear
every Minister who wished to speak and she had never asked any Minister to cut short or
conclude. She has also assured that she was not going to prepare any code of conduct,
She stated each one of them were very senior, experienced and managing their respective
State’s affairs during these challenging times. She stated that till today, there was never a
meeting where it had been felt that a code of conduct should be formed and every
meeting had gone with its due share of interaction and sharing of information.

57 For Agenda 14(i) the Council approved the recommendation of the GoM on
IGST Settlement.

Agenda Ttem 14(ii): Exemption from GST on launch of satellites of Indian private
enterprises, by ISRO, Antrix and NSIL.

58. The Secretary introduced the Agenda Item 14(ii) regarding exemption of levy of
GST on satellite launch services supplied by 1SRO, Antrix Corporation Ltd. and New
Space India Limited (NSIL) to Indian private enterprises. He mentioned that, recently
certain Indian startups engaged in manufacturing and launch of nano / micro satellites
opted for launch of their satellites by foreign space companies instead of ISRO, Antrix
Corporation Ltd., or NSIL, the premier Indian agencies engaged in the activity of
launching of satellites. One of the reasons for this was the GST applicable on the service
of launch of satellite by an Indian Space agency such as Antrix or NSIL to an Indian
scrvice recipient,
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58.1  According to the provisions of GST law, supply of satellite launch services by
Antrix Corporation Ltd. or New Space India Limited (NSIL) to international customers
against payment in foreign exchange constituted export of service and was zero-rated.
However, supply of satellite launch services by ISRO, Antrix or NSIL to a person located
in India was taxable. This position had been clarified vide Circular No.2/1/2017-1GST
dated 29.9.2017.

58.2  The Council agreed that the satellite launch services supplied by ISRO, Antrix
Corporation Ltd or NSIL may be exempted from GST.

59. For Agenda Item 14(ii), the GST Council recommended that the satellite launch
services supplied by ISRO, Antrix Corporation Ltd or NSIL be exempted from payment
of GST.

60. After detailed discussion on the Agenda ltem 9A on 12" October 2020, the
Secretary to the Council thanked the Hon’ble Union Finance Minister, the Chief Minister,
the Union Minister of State (Finance), the Deputy Chief Ministers, all the Hon’ble
Members of the Council, and other participants of the meeting. With this, he announced
the closure of the meeting,
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Annexure-1

List of Hon’ble Ministers who attended the 42" meeting of the GST Council
held on 05 October, 2020

Sl | Centre/State Name of Hon’ble Charge
No. Minister
1 Govt of India Ms. Nirmala Sitharaman | Union Finance Minister
2 Govt of India Shri Anurag Singh Minister of State (Finance)
Thakur
3 Andhra Pradesh | Shri Buggana Minister for Finance, Planning and
Rajendranath Legislative Affairs
4 Arunachal Shri Chowna Mein Deputy Chief Minister
Pradesh
5 Assam Dr.Himanta Biswa Finance Minister
Sarma
6 Bihar Shri Sushil Kumar Modi | Deputy Chief Minister
7 Chhattisgarh Shri T.S. Singh Deo Minister, Commercial Tax
8 Delhi Shri Manish Sisodia Deputy Chief Minister
9 Goa Shri Mauvin Godinho Minister for Transport and
Panchayat Raj, Housing, Protocol
and Legislative Affairs
10 | Gujarat Shri Nitinbhai Patel Deputy Chief Minister
11 | Haryana Shri Dushyant Chautala | Deputy Chief Minister
12 | Himachal Shri Bikram Singh Minister for Industries
Pradesh
13 | Jammu and Shri K. K. Sharma Advisor to Lt. Governor
Kashmir
14 | Karnataka Shri Basavaraj Bommai | Minister for Home Affairs
15 | Kerala Dr. T. M. Thomas Isaac | Minister for Finance & Coir
16 | Madhya Pradesh | Shri Jagdish Devda Minister for Finance and
Commercial Taxes
17 | Maharashtra Shri Jayant Patil Minister for Water Resource
18 | Meghalaya Shri James K. Sangma | Minister for Taxation
19 | Manipur Shri Yumnam Joykumar | Deputy Chief Minister
Singh
20 | Mizoram Shri Lalchamliana Minister for Taxation, Home,
Disaster Management &
Rehabilitation
21 | Puducherry Shri V. Narayanasamy Chief Minister
22 | Punjab Shri Manpreet Singh Finance Minister

Badal

g
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23 | Odisha Shri Niranjan Pujari Minister, Finance & Excise
24 | Rajasthan Shri Shanti Kumar Minister for Local Self Government,
Dhariwal Urban Development & Housing,Law

and Legal
Affairs and Parliamentary Affairs

25 | Sikkim Shri B.S. Panth Minister for Tourism & Industries

26 | Tamil Nadu Shri D. Jayakumar Minister for Fisheries and Personnel
& Administrative Reforms

27 | Telangana Shri T. Harish Rao Finance Minister

28 | Tripura Shri Jishnu Dev Varma | Deputy Chief Minister

29 | Uttarakhand Shri Subodh Uniyal Minister for Agriculture,
Agricultural Marketing,Agricultural
Processing, Agricultural
Education,Garden and Fruit
Industries, Silk Development

30 | Uttar Pradesh Shri Suresh Kumar Minister for Finance, Parliamentary

Khanna Affairs, Medical Education
31 | West Bengal Dr. Amit Mitra Finance Minister
CHAIRMAN'S
INITIALS
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Annexure-2
List of Hon’ble Ministers who attended the 42" meeting of the GST Council
beld on 12" October, 2020

SL.No | Centre/State | Name of Charge
Hon'ble
Minister
1 Govt of India | Ms. Nirmala Union Finance Minister
Sitharaman
2 Govt of India | Shri Anurag Minister of State (Finance)
Singh Thakur
3 Andhra Shri Buggana Finance Minister
Pradesh Rajendranath
4 Arunachal Shri Chowna Deputy Chief Minister
Pradesh Mein
5 Assam Dr. Himanta Finance Minister
Biswa Sarma
6 Bihar Shri Sushil Deputy Chief Minister
Kumar Modi
7 Chhattisgarh | Shri T.S. Singh | Minister, Commercial Tax
Deo
8 Delhi Shri Manish Deputy Chief Minister
Sisodia
9 Goa Shri Mauvin Minister for Transport and Panchayati Raj,
Godinho Housing, Protocol and Legislative Affairs
10 Gujarat Shri Nitinbhai | Deputy Chief Minister (Finance)
Patel
11 Haryana Shri Dushyant | Deputy Chief Minister
Chautala
12 Himachal Shri Bikram Minister for Industries
Pradesh Singh
13 Jammu and Shri K. K. Advisor to Lt. Governer
Kashmir Sharma
14 Jharkhand Dr. Minister for Planning cum
Rameshwar Finance,Commercial Taxes, Food, Public
Oraon Distribution & Consumer Affairs.
15 Karnataka Shri Basavaraj | Minister for Home Affairs
Bommai
16 Kerala Dr. T. M. Finance Minister
Thomas Isaac
17 Madhya Shri Jagdish Minister for Finance and Commercial Taxes
Pradesh Devda
18 Manipur Shri Yumnam | Deputy Chief Minister (Finance in-charge)
Joykumar
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19 Meghalaya | ShriJames K. | Minister for Taxation
Sangma
20 Odisha Shri Niranjan Minister, Finance & Excise
Pujari
21 Puducherry | Shri V. Chief Minister
Narayanasamy
22 Punjab Shri Manpreet | Finance Minister
Singh Badal
23 Rajasthan Shri Subhash Minister for Technical Education, Sanskrit
Garg Education, Medical & Health Ayurved, ESI &
DIPR
24 Sikkim Shri B.S. Panth | Minister for Commerce & Industries, Tourism
and Civil Aviation
25 Tamil Nadu | Shri D. Minister for Fisheries and Personnel &
Jayakumar Administrative Reforms
26 Telangana Shri T. Harish | Finance Minister
Rao
27 Tripura Shri Jishnu Deputy Chief Minister
Dev Varma
28 Uttarakhand | Shri Subodh Minister for Agriculture, Agricultural
Uniyal Marketing,Agricultural Processing,
Agricultural Education,Garden and Fruit
Industries, Silk Development
29 Uttar Shri Suresh Minister for Finance, Parliamentary Affairs,
Pradesh Kumar Khanna | Medical Education
30 West Bengal | Dr. Amit Mitra | Finance Minister

CHAIRMAN’S
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Annexure 3
List of officials who attended the 42! meeting of the GST Council held on 05%
October, 2020
S1 State/Centre Name of the Officer Charge
No
1 Govt. of India Dr. A B Pandey Finance Secretary
2 Govt. of India Shri M. Ajit Kumar Chairman, CBIC
3 Govt. of India Shri Sandeep M Member(Investigation &
Bhatnagar Customs), CBIC
4 Govt. of India Shri Vivek Johri Member (GST, IT, Tax Policy),
CBIC
5 Govt. of India Shri Ajay Jain Member (Legal, CX & ST),
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 GSTN Shri Manish Kumar Sinha Executive Vice President
10 Govt. of India Shri G.D. Lohani Joint Secretary, TRU [, DoR
11 Govt. of India Shri Yogendra Garg Pr. Commissioner (GST),
CBIC
12 Govt. of India Shri Vipul Bansal PS to Union Finance Minister
13 GST Council Shri Amitabh Kumar Joint Secretary
14 GST Council Shri S.K. Rahman Joint Secretary
15 GST Council Ms Ashima Bansal Joint Secretary
16 Govt. of India Shri Rajesh Malhotra DG (M&C)
17 Govt. of India Shri Astik Sinha PS to MoS (Finance)
18 GST Council Shri Rajesh Agarwal Director
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19 GST Council Shri G.S. Sinha Director
20 GST Council Shri Jagmohan Director
21 GST Council Ms. Ujjaini Datta Director
22 Govt. of India Shri N Gandhi Kumar Director, DoR
23 Govt. of India Shri Amaresh Kumar Addl. Comm.. GST Policy
Wing
24 Govt of India Ms Nisha Gupta Joint Commissioner, GST
Policy Wing
25 Govt of India Shri Nimba Ram Joint Commissioner, GST
Policy Wing
26 Govt of India Shri Rakesh Dahiya OSD, TRU-II, CBIC
27 Govt of India Shri Gaurav Singh Deputy Secretary (TRU)
28 Govt. of India Shri Rahul Raja OSD to Chairman, CBIC
29 Govt of India Shri Vikash Kumar DC, GST Policy Wing
30 Govt of India Shri Kumar Asim Anand DC, GST Policy Wing
31 Govt of India Dr. Vikash Shukla Media Advisor to Revenue
Secretary
32 Govt of India Shri Harsh Singh 08D, TRU-II, CBIC
33 Govt of India Ms. Rajni Sharma OSD, GST Policy Wing
34 Govt of India Ms. Rachna OSD, TRU-II, CBIC
35 Govt of India Shri Shikhar Pant OSD, TRU-I, CBIC
36 Govt of India Shri Aman Mittal Assistant Comnr., GST Policy
Wing
@[ 37 GST Council Shri Arjun Meena Under Secretary
CHAIRMAN'S 38 GST Council Shri Nitin Deepak Under Secretary
INITIALS Agarwal
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39 GST Council Shri Mahesh Singarapu Under Secretary

40 GST Council Shri Krishna Koundinya Under Secretary

41 GST Council Shri Naveen Agrawal Under Secretary

42 GST Council Shri Karan Choudhary Under Secretary

43 GST Council Shri SaribSahran Superintendent

4 GST Council Ms Chanchal Soni Superintendent

45 GST Council Shri Abhishek Kumar Superintendent

46 GST Council Shri Rakesh Joshi Inspector

47 GST Council Shri Pankaj Bharadwaj Inspector

48 GST Council Shri Vijay Malik Inspector

49 Andhra Pradesh Dr Rajath Bhargava Special Chief Secretary,

Revenue
50 Andhra Pradesh Shri Peeyush Kumar Chief Commissioner of State
Tax
51 Andhra Pradesh | Shri D. Venkateswara Rao | OSD to Special Chief Secretary
52 Andhra Pradesh Shri K. Ravishankar Commissioner State Tax GST
(FAC)
53 Andhra Pradesh Sri. J. V. M Sarma Joint Commissioner State Tax,
GST

54 Arunachal Shri Anirudh Singh Secretary
Pradesh

55 Arunachal Shri Ando Pangkam Deputy Commissioner
Pradesh

56 Arunachal Shri KenmiZirdo Superintendent
Pradesh

57 Arunachal Shri TayemNamoh Inspector
Pradesh

58 Assam Shri Anurag Goel Commissioner of Taxes

59 Assam Shri Shakee] Saadullah Joint Commissioner of Taxes
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60 Assam Shri BedabrataSaika Inspector of Taxes
61 Bihar Dr Pratima State Tax Commissioner cum
Secretary
62 Bihar Shri Arun Kumar Mishra Special Secretary
63 Chhattisgarh Ms Maninder Kaur Principal Secretary,
Dwivedi Commercial Tax
04 Chhattisgarh Ms RanuSahu Commissioner, Commercial
Tax
65 Delhi Shri Sandeep Kumar Secretary, Finance
66 Dethi Shri Vivek Pandey Commissioner, State Tax
67 Delhi Shri Anand Kumar Tiwari Additional Commissioner,
State Tax
68 Delhi Shri C. Arvind Secretary to Dy CM
69 Goa Shri Hemant Kumar Commissioner. State Tax
70 Gujarat Shri Pankaj Joshi Additional Chief Secretary,
Finance
71 Gujarat Shri J. P. Gupta Chief Commissioner, State Tax
72 Gujarat Shri Milind Torawane Secretary (Economic Affairs)
73 Haryana Shri Anurag Rastogi Principal Secretary, Excise &
Taxation
74 Haryana Shri Shekhar Vidhyarthi Excise & Taxation
Commissioner
75 Haryana Shri Rajeev Chaudhary Joint Excise and Taxation
Comrnissioner
76 | Himachal Pradesh Shri Jagdish Chander Principal Secretary (Excise &
Sharma Taxation)
77 | Himachal Pradesh | Shri Rohan Chand Thakur | Commissioner of State Tax and
Excise
78 | Himachal Pradesh Shri Rakesh Sharma Additional Commissioner of
State Tax and Excise
79 Jammu and Dr. Arun Kumar Mehta Financial Commissioner,

Kashmir

Finance
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80 Jammu and Shri P.K. Bhat Commissioner, State Taxes
Kashmir
81 Jammu and Shri Waseem Raja Assistant Commissioner, State
Kashmir Taxes

82 Jharkhand Ms Vandana Dadel Secretary, Commercial Tax

83 Jharkhand Ms Akanksha Ranjan Commissioner, CTD

84 Jharkhand Shri Santosh Kumar Vatsa Special Secretary, CTD

85 Jharkhand Shri Brajesh Kumar State Tax Officer

86 Karnataka Shri M.S. Srikar Commissioner, CT

87 Karnataka Shri Padmakar Kulkarni Additional Commissioner

88 Karnataka Dr.Raviprasad Additional Commissioner

89 Kerala Shri Rajesh Kumar Singh Additional Chief Secretary
(Finance)

90 Kerala Shri Anand Singh Commissioner, State Tax

91 Kerala Dr. Karthikeyan Special Commissioner, State

Tax

92 Kerala Shri Abraham Renn Additional Commissioner,
State Tax

93 Madhya Pradesh Ms Dipali Rastogi Principal Secretary,

Comuinercial Taxes
94 Madhya Pradesh | Shri Raghwendra Kumar Commissioner. Commercial
Singh Taxes
95 Madhya Pradesh Shri Sudip Gupta Joint Commissioner.,
Commercial Taxes

96 Maharashtra Shri Manoj Saunik Additional Chief Secretary,
Finance

97 Maharashtra Shri RajgopalDevara Principal Secretary, Financial
Reforms

98 Maharashtra Shri Sanjeev Kumar Commissioner, State Tax

99 Maharashtra Shri Kiran Shinde Deputy Commissioner, State

Tax
100 Manipur Shri Charchit Gaur Commissioner of Taxes
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101 Manipur Shri YumnamIndrakumar Assistant Commissioner of
Singh Taxes
102 Meghalaya Smt S. A. Synrem Commissioner & Secretary,
Excise, Registration, Taxation
& Stamps
103 Meghalaya Shri L. Khongsit Additional Commissioner of
Taxes
104 Meghalaya Shri K. War Deputy Commissioner of Taxes
105 Mizoram Shri VanlalChhuanga Commissioner &Secretary ,
Taxation Department
106 Mizoram Shri HK Lalhawngliana | Joint Commissioner, State Tax
107 Mizoram Shri Lalthansanga Jeint Commissioner, State Tax
108 Nagaland Shri KesonyuYhome Finance Secretary&
Commissioner of State Taxes
109 Nagaland Shri Y Mhathung Murry Additional Commissioner of
State Taxes
110 Nagaland Shri WochamoOdyuo Additional Commissioner of
State Taxes
111 Odisha Shri Ashok K. K. Meena Principal Secretary, Finance
112 Qdisha Shri Sushil Kumar Lohani Commissioner, CT & GST
113 Odisha Shri N.K.Rautry Special Secretary, Finance
114 Puducherry Shri Shurbir Singh Secretary (Finance)
115 Puducherry Shri L. Kumar Commissioner (ST)
116 Puducherry Shri. K. Sridhar Deputy Commissioner (ST)
117 Punjab Shri V. K. Garg Advisor (Financial Resources)
to Chief Minister
118 Punjab Shri A. VenuPrashad Financial Commissioner
(Taxation)
119 Punjab Shri Nilkanth S. Avhad Commissioner of State Taxes
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120 Punjab Shri Ravneet Khurana Additional Commissioner
(Audit)
121 Rajasthan Dr. Prithvi Raj Secretary, Finance (Revenue)
122 Rajasthan Shri Abhishek Bhagotia Chief Commissioner, State
Taxes
123 Rajasthan Shri Ketan Sharma Special Commissioner (GST)
124 Sikkim Shri Jigme Dorjee Bhutia | Secretary cum Commissioner,
CT
125 Sikkim Shri V.P. Pathak Additional Chief Secretary,
Finance
126 Sikkim Shri Kumar Bardewa Director (Budget), Finance
127 Sikkim Shri Bikash Diyali Deputy Director, CTD
128 Tamil Nadu Shri S. Krishnan Additional Chief Secretary,
Finance
129 Tamil Nadu Shri M. A. Siddique Principal
Secretary/Commissioner,
Commercial taxes
130 Tamil Nadu Dr.Beela Rajesh Secretary, Commercial Taxes
& Registration
131 Telangana Shri Somesh Kumar Chief Secretary
132 Telangana Ms Neetu Prasad Commissioner, CT
133 Telangana Shri Laxminarayan Jannu Additional CCT
134 Telangana Shri N. Sai Kishore Joint CCT
135 Tripura SmtTanushree Deb Barma Secretary, Finance
136 Tripura Dr. Vishal Kumar Chief Commissioner of State
Tax
137 Tripura Dr. Sudip Bhowmik Deputy Commissioner of Taxes
138 Tripura Shri Badal Baidya Assistant Commissioner of
Taxes
139 Tripura Shri Ashish Barman Nodal Officer, GST
140 Uttarakhand SmtSowjanya Secretary, Finance =7
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141 Uttarakhand Shri Anil Singh Additional Commissioner,
State Tax
| 142 Uttarakhand Shri Anurag Mishra Joint Commissioner, State Tax
143 Uttarakhand Shri Pramod Joshi Joint Commissioner, State Tax
144 Uttarakhand Shri S.8.Tiruwa Deputy Commissioner, State
Tax
145 Uttarakhand Shri Ranjeet Singh Negi | Assistant Commissioner, State
Taxes
146 Uttar Pradesh Shri Alok Sinha Additional Chief Secretary,
Commercial Tax
147 Uttar Pradesh Ms Amrita Soni Commissioner, Commercial
Tax
148 Uttar Pradesh Shri Sanjay Kumar Pathak Joint Commissioner(GST),
Commercial Tax HQ
149 Uttar Pradesh Shri Anil Kumar Deputy Commissioner(GST,
Kannojiya Commercial Tax HQ
150 Uttar Pradesh Shri Paritosh Mishra Assistant Commissioner( TRU),
Commercial Tax HQ
151 Uttar Pradesh Ms Nidhi Srivastava Assistant Commissioner(GST,
Commercial Tax HQ
152 West Bengal Shri H K Dwivedi Additional Chief Secretary,
Finance
153 West Bengal Shri Manoj Pant Finance Secretary
154 West Bengal Shri Smaraki Mahapatra Secretary, Finance
155 West Bengal Shri Devi Prasad Commissianer, CT
Karanam
156 West Bengal Shri Khalid Aizaz Anwar Head, GST PPU
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Annexure 4
Officials who attended the 42" meeting of the GST Council (continuation) held on
12.10.2020

I\Shl) Centre/State Name of the Officer Charge

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

2 | Govt. of India Shri M. Ajit Kumar Chairman, CBIC

3 | Govt.of India | Shri Sandeep M Bhatnagar Memberﬂ"vesgﬁg‘;g’" SR
4 | Govt. of India Shri Vivek Johiri WS v b T Lo,

CBIC

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

6 Govt of India Shri Ritvik Pandey Joint Secretary. DoR

7 Govt. of India | Shri G.D. Lohani Joint Secretary, TRU I, DoR
8 | Govt. of India Shri Yogendra Garg Pr. Commissioner (GST). CBIC
9 | Govt. of India Shri Vipul Bansal PS to Union Finance Minister
10 | GST Council Shri Amitabh Kumar Joint Secretary

11 | GST Council Shri S.K. Rahman Joint Secretary

12 | GST Council Ms Ashima Bansal Joint Secretary

13 | Govt. of India Shri Rajesh Malhotra DG (M&C)

14 | Govt. of India Shri Astik Sinha PS to MoS (Finance)

15 | GST Council Shri Rajesh Agarwal Director

16 | GST Council Shri G.S. Sinha Director

17 | GST Council Shri Jagmohan Director

18 | GST Council Ms, Ujjaini Datta Director

19 | Govt. of India Shri N Gandhi Kumar Director, DoR
20 | Govt. of India Shri Rahul Raja OSD to Chairman, CBIC
21 | Govt of India Dr. Vikash Shukla i i e e

Secretary

22 | GST Council Shri Arjun Meena Under Secretary
23 | GST Council | Shri Nitin Deepak Agarwal Under Secretary
24 | GST Council Shri Mahesh Singarapu Under Secretary
25 | GST Council Shri Naveen Agrawal Under Secretary
26 | GST Council Shri Karan Choudhary Under Secretary
27 | GST Council Shri Sarib Sahran Superintendent
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28 | GST Council Ms Chanchal Soni Superintendent
29 | GST Council Shri Abhishek Kumar Superintendent
30 | GST Council Shri Rakesh Joshi Inspector
31 | GST Council Shri Pankaj Bharadwaj Inspector
32 | GST Council Shri Vijay Malik [nspector
33 P Dr Rajath Bhargava Special Chief Secretary, Revenue
Pradesh
Andhra : : ;o _
34 Shri Peeyush Kumar Chief Commissioner of State Tax
Pradesh
Andhra Commissioner State Tax GST
5 i K. ishank
3 $radach Shri K. Ravishankar (FAC)
Andhra o : 3 4
36 Sri. J. V. M Sarma Joint Commissioner State Tax, GST
Pradesh
37 - Shri Anirudh Singh Secretary, Tax and Excise
Pradesh & 4 o
38 A;:‘;j:shhal Shri Ando Pangkam DC (Legal)
gy | Funachdl Shri Kenmi Zirdo ST GST Cell
Pradesh
Arunachal :
40 Ssbasl Shri T. Jamoh Inspector
41 Assam Shri Anurag Goel Commissioner of Taxes
42 Assam b s Joint Commissioner of Taxes
Saadullah
43 Assam Shri Bedabrata Saikia [nspector of Taxes
o | cihanissark Ms Mani.nder. Kaur Principal Secretary, Commercial
Dwivedi Tax
45 | Chhattisgarh Ms Ranu Sahu Commissioner of State Tax
46 Delhi Shri Sandeep Kumar Secretary, Finance
47 Delhi Shri Vivek Pandey Commissioner GST, State Tax
48 Delhi Shri C. Arvind Secretary to Dy CM
49 Delhi St BN R Towaey | o iHonSLOmIlssionEs, Siaie
Tax
50 Goa e S.ha‘shanlf e Commissioner of Excise
['ripathi
31 Gon Ms Sarita S. Gadgil Additional Commissioner, State
Tax
52 Gujarat Shri Pankaj Joshi Additional Chief Secretary, Finance
53 Gujarat Shri J. P. Gupta Chief Commissioner of State Tax
54 Haryana Shri Anurag Rastogi Principal Secretary, Excise &
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Taxation
55 Haryana Shri Shekhar Vidhyarthi Excise & Taxation Commissioner
56 | Haryana Shri Rajeev Chaudhary Srini-Bactueraind Tawin
Commissioner
Jammu and
57 : Dr. Arun Kumar Mehta Financial Commissioner, Finance
Kashmir
Jammu and y o3
58 A Shri P.K, Bhat Commissioner, State Taxes
Kashmir
59 Jammu a‘nd Shet G K Assistant Commissioner, State
Kashmir Taxes
60 Jharkhand Ms Vandana Dadel Secretary, Commercial Tax
61 Jharkhand Shri Santosh Kumar Vatsa Special Secretary, CTD
62 Jharkhand Ms Akanksha Ranjan Commissioner, CTD
63 Jharkhand Shri Brajesh Kumar State Tax Officer
. diti ‘hief Secrets
64 Kerala Shri Rajesh Kumar Singh =g !thlla{.Chlf:f SRy
> (Finance)
65 Kerala Shri Anand Singh Commissioner of State Tax
66 Kerala Dr. Karthikeyan Special Commissioner, State Tax
: Additional C issioner, State
67 Kerala Shri Abraham Renn MDA e
Tax
68 Madhya Ms Dipali Rastogi Principal Sccretary, Commercial
Pradesh [axes
Madh Shri Raghwendra K 20y .
69 i HEBE w%en i Commissioner, Commercial Taxes
Pradesh Singh
Madhya 13 Grhi Joint Commissioner, Commercial
70 Pradesh Shri Sudip Gupta Pk
71 Maharashtra Shri Manoj Saunik Additional Chief Secretary, Finance
—_— Principal Secretary, Financial
72 Maharashtra Shri Rajgopal Devara P Y
Reforms
73 Mabharashtra Shri Sanjeev Kumar Commissioner of State Tax
74 Maharashtra Shri Kiran Shinde Deputy Commissioner of State Tax
75 Manipur Shri Charchit Gaur Commissioner of Taxes
3 7 I -ak . : -
76 Manipur B Yumnd{m DS Assistant Commissioner of Taxes
Singh
Commissioner & Secretary, Excise,
T Meghalay: Ms 8. A. Synr¢ y . y
eghalava s FRERHD Registration, Taxation & Stamps
78 Meghalaya Shri L. Khongsit Additional Commissioner of Taxes
79 Meghalaya Shri K. War Deputy Commissioner of Taxes
Commissioner &Secretary ,
80 Mizoram Shri Vanlal Chhuanga 2

Taxation Department

[
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81 Mizoram Shri HK Lalhawngliana Joint Commissioner, Taxes

82 Mizoram Shri Hrangthanmawia ACT

83 Nagaland Shri Y Mhathung Murry el Coqﬂ;n;::;smner R
84 Odisha Shri Ashok K. K. Meena Principal Secretary, Finance

85 Odisha Shri Sushil Kumar Lohani Commissioner, CT & GST

86 QOdisha Shri N. K. Rautray Special Secretary, Finance

87 Puducherry Shri Shurbir Singh Secretary (Finance)

38 Puducherry Shri L. Kumar Commissioner (ST)

89 Puducherry Shri. K. Sridhar Deputy Commissioner (ST)

00 | punje g gay | ATCoPSA T}
91 Punjab Shri A. Venu Prashad Financial Commissioner (Taxation)
92 Punjab Shri Nilkanth S. Avhad Commissioner of State Taxes
93 Punjab Shri Ravneet Khurana Additional Commissioner (Audit)
94 Punjab Ms Baldeep Kaur TRy Co:n%r;lizéoner ol B
95 Rajasthan Shri Niranjan Arya Addltlon(a]l iﬁ::;ii)s e

96 Rajasthan Dr. Prithvi Raj Secretary, Finance (Revenue)
97 Rajasthan Shri Abhishek Bhagotia Chief Commissioner, State Taxes
98 Rajasthan Shri Ketan Sharma Special Commissioner (GST)
99 Sikkim Shri V.B. Pathak Additional Chief Secretary, Finance
100 Sikkim Shri J. D. Bhutia Secretary/Commissioner, CT
101 Tamil Nadu Shri S. Krishnan Additional Chief Secretary, Finance
102 | Tamil Nadu Shri M. A. Siddique P”"C‘pal(;i‘i:sg?i’;]cfa”;g'ss’O"cr’
103 | Tamil Nadu Dr.Beela Rajesh Se"""'ta"y’;"g’:&:z;‘;izl L
104 Telangana Shri Somesh Kumar Chief Secretary

105 Telangana Ms Neetu Prasad Commissioner, CT

106 Telangana Shri Laxminarayan Jannu Additional CCT

107 Telangana Shri N. Sai Kishore Joint CCT

108 Tripura Dr Vishal Kumar Chief Commissioner of State Tax
109 Tripura Dr Sudip Bhowmik Deputy Commissioner of State Tax
110 Teigit Shei Badal Baidga Assistant Commissioner of State

Tax
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111 | Uttarakhand Shri Ahmed Igbal Commissioner of State Tax
112 | Uttarakhand Shri Anil Singh Additional Commissioner
113 | Uttarakhand Dr Sunita Pandey Joint Commissioner
114 | Uttarakhand Shri Anurag Mishra Joint Commissioner
115 | Uttarakhand Shri 8. 8. Tiruwa Deputy Commissioner
116 | Uttarakhand Shri Ranjeet Negi Assistant Commissioner
117 | Utar Pradesh | Shri Alok Sinha APS/ACS, State Tax
118 | Uttar Pradesh Ms Amrita Soni Commissioner, Commercial Tax
119 | Uttar Pradesh | Shri Sanjay Kumar Pathak JOiEtO?ncirTeT:f;li %?:(SST)‘
120 | West Bengal Shri Manoj Pant Principal Secretary, Finance
121 | West Bengal Ms Smaraki Mahapatra Secretary (Budget)

122 | West Bengal | Shri Devi Prasad Karanam Commissioner of State Tax
123 | West Bengal Shri Khalid Aizaz Anwar Joint Secretary, Finance
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Annexure 5
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.

4nd Meeting of GST Council

5% October 2020

. . 5 & Amendmeans (20200 to CGST Rules, 2017, Greing eftect to
26 Central Tax Nnnficarnoﬁf Nt‘J. 48-73/2020 ekt puovisions of Fioaace Aet 20, COVID calef
& 1 Ceneral rax Rate Notification issued Nokification, Cowsel Dichinis e

1. Nouficstien Ne 02/ X2 - Unien Terntory Tax dated

CHAIRMAN’S
INITIALS

24062020
Unizon Terntory Tax 2. -
i 2. Notificatior No. 4,/2020 - Unon Terntory Tax (Batc)
dated 30.00.2020
1. Notificaton Ne. (4/2020 - Lutegiated Tax darsd
24,06 X020
2 Notification No. 05/2020 - Tteprated Tax dated
Integrated Tox 24062020
3. Notfieanon No. 04/2020 - Integrated Tax (Rate} dated
30.09. 2020
CGST Act, 2017 Circular No, 141/11/2020 - G5T dated 24.06.2020.
CGST Aet, 2017 Order No. 01:2020-Cenrral Tax dated 25.06.2020
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Agenda 3: GIC decisions post 413 Meeting of GST Council (1/6)
17 GIC decisions by circulation on:

4% June, 2020, 5™ June, 2020, 19% June, 2020, 259 June, 2020, 292 june, 2020, ""4:
July 2020, 4% August 2020, TH August 2020, 30M Aypust 2020, 142 September 2020,
Seprember 2020 250 Seprember 20211, 29 September 2020 & 30 Seprember 2020

by 20200, 225 July 2020, 234
23 Seprember 2020, 24

* The important proposals placed before the GIC were reganding

| {iidara sharing with the office of CAG

(i} revised e-invoice schema
(it} L.ate fec capping for GSTR-4 and GSTR- 19

{iv) E-dnvoice cnabling provision for power 0 exempt issuance of ednvoice on rhe
secommendation of the Council

(v} Extension of Dynamic QR Code on B2C Invoices
{vi) Ome ome relaxation in e-invoice provisions for implementation during October 2020

fvil) GST exemption on transport of export goods by air and sea which is currendy valid rill
30.09.2020 was extended dl] 30.00,2021

e

Nt _#mau
bt
@\gcnd‘t 4: Cases recommended by I'T" GRC-Time for filing TRAN-1 /TRAN-#
* Decisions / Recommendations of the 13" ITGRC (held on 1*' September 2020) for
information of the Hon'ble Council. (Page NMo. 132 of Vol-1 of the Agenda Note)
* 26 Cases (including Court Cases) recommended by the 1T GRC
* 20 more cases pending with GSTN as on 21.09.2020
* In terms of Rule 117{1A) read with Notficarion 35/2020-Central tax as

amended |, last date for allowing filing TRAN-1 / TRAN-2 declarations based on
IT GRC was 31.08.2020
¢ Law Committec considered the issue on D9.09.202(t and took a view chat any
extension may adversely affect Government stand in Brand Equity SLP
* Issuc placed before the GST Council for appropriate decision keeping in view
* The cases appraved by ITGRC & those pending with GSTN

* Thete must be an end dare for processing of TRAN-1 cases by GSTN and ITGRC as it
is more than 3 vears from appomnted day and almost 3 years from the 27-12-2017;

3
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Agenda 5: Return Enhancement and Advancement Project (REAP) (1/3) s

“| * In order to smoothen the rollout and to ensure a better uptake of the new
| return system, the Council in the 39% Meeting held on 14" March, 2020
' recommended that the transition in an incremental manner

* The following roadmap was suggested:-

* The tax liability be auto-populated in GSTR-3B from invoice wise details
furnished in GSTR-| fiezil

* A new statement GSTR-2B to be introduced as an auto-drafted ITC statement |
on the basis of the GSTR-1s filed by the taxpayers berween fixed dates

* The ITC o be auto-populated in GSTR-3B from GSTR-2B shall be- to be
cditable upto a particular limit

* Quarterly Returns with Monthly payment for small taxpayers (89% of the
Taxpayers paying 13% revenue) needs to be revisited

@Ruum Enhancement and Advancement Pln]c.ct REAP) (2/3 &

Phede t'[nﬂ Thie oF
vl i - L le Iull:lf!'ﬂl‘llllﬂfilm
Nl Filinge off GETR VB by SMS o reduce the compliance burden of 20-32 lakh small taxpayers (20 — 22 lac taxparess) $014.06-2020
Wil filing o GETH- 1 {To redvice the complinnee bureden of 20.32 fakh small taxpavers (20 — 22 lac taxpavers) |30.06. 2020
(i To eliminate aav oxrorand as o help 1o the taxpaver. b
K13-09. 2020
STR-2D inttodiced where uwrespective of the date of wvoces, all GSTR-1s filed by the

PeruvispisSupred hec 45 S8 6] the month are mm-pop\\:ud i the months GSTR-20. TTC pusted unoulr 28082020

:i‘:}";’:"' :(':'s']',‘;'_";':"" o on eported ivoices Cencil foc auto-popuiation aad locking of ITC in GSTR-3B. This sha
Yinciudes 1GST paid on imports.
Ealiance i of r:uung coulpmanu [Repoits on Lnbiity anto-populated on the basis of GSTR-1 and Bled by the taxpsyes in ;
STR-JB dangm:hm hhmmGﬁTUBmdemmr’mmM 11-08-2000
lhere month-wise inclnding ot ST praid oy umprort)
3y enables taxpares to find oot wivaices not Lrp]mdcd by suppher o invoices wheie some 13.09.2000
isctepancies exists vit-a-vis thowe in purchase register =

ort data nwpmrﬁedhﬁmﬂ'ﬂ- being suto-populated to GSTR-JB

llnhn( of v rmﬂt!tk-hur niirs \\hh i was amended to debuk credkt! delut notes with iaveces. This has been provided w 01082000
iovoices in GRTIYGSTIG STR-E =
his i @ nsefial tool for taspavets to secoocile thex GSTR-2A dats wigh csedit taken by
cpayert in GSTR.3B. 16:08-2020

Provitiog deisil of invaices omifersl |
PEGEIRY )
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|+ Auto-populate GSTRI based in B2B e-invoice Liability

-4+ Later bring more taxpayers
| From Dec 2020

* Flow of IGST paid on import.

Already in place

*  Generate liability and ITC and show them to
taxpayers.

From Oct 2020

GSTR-1 (All sellers

o the recipient)

GSTR-2A (Auto-

drafted purchase)

reported (first by large taxpayers)

| GSTR-2B (Auto-

* Auto-flow it to GSTR3B and allow editing GSTR-38 (Auto.

- {rafted purchase
drafted by System) dratted purchase

for a period)

I'rcC

TGST

Impores (€

Agenda 5: Auto-Populati s-RE . e
- Age Population of Returns-REAP (3/3) § .
(B o)
- R — = - -
+ Flow of tax liability from GSTRI to GSTR3IB
* Flow of Input Tax Credit (ITC) from GSTR2B 3 .
to GSTR3B.

Bill of Entry and IGST

ﬁnﬂn.
X
U MARNET

o

Agenda 5: Quarterly Return and Moathly Payment Scheme ((QRMP)
* As part of the Return Enphancement and Advancement Project (REAP), a
different approach to return system for small taxpayers needs to be adopted
® Proposalis that such taxpayers will have option to file quarterly GSTR-1 and GSTR-3B.
* Quarterly Filer for Month M1 and M2

* May cither file a challan of their self assessed cash liability for the month (net of
I'TC) or file challan of 35% of their net cash liability filed in their last filed
FORM GSTR-3B

*  Quarterly Filer for Month M3:
* Mandatodly file FORM GSTR-1Q) fur the entire quarter
* Mandatonly file FORM GSTR-3B for the entire quarter with complete setf-

assessed
= Optional Pacility to he provided to quarterly caxpayers to only file their invoices in
month M1 and M2. However, return for the same will be file in month M3 only.

@

(el
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Quarterly Return and Monthly Payment Scheme (QRMP)

* QRMP proposed to be available from 01.01.2021-option to be made
available from 01.12.2020

* Proposal: Principles outlined here are placed for in-principle approval

of the GST Council:

* For month M1 and M2 of the quarter they will file one challan
PMT-06 for their liability (net of ITC)

* Option to estimate tax liability or pay 30 or 35% of the cash paid in
last quarter

* Continuous invoice filing facility (IFF) to be made avatlable in M1
and M2

* Law Committee will work out the legal framework

CHAIRMAN'S
INITIALS

e

LE
(5

Agenda 6:

Law Committee Recommendations
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6(1): Extension of Existing (GSTR-1 & GSTR-3B) Return System (1/2)

* GSTR 1 extension and GSTR 3B are valid till 30" September 2020
only.

* GST Council in the 39" Meeting decided on incremental approach to
new return system by enhancing existing return system

* Return Enhancement and Advancement Project (REAP) to get
completed by 1* April 2021

* Proposal: GSTR 3B and GSTR 1 may be prescribed till 31.03.2020 by
which the legal changes would be made

®

s

X

. ARNET

6(i): Extension of Fxisting (GSTR-1 & GSTR-38) Return System (2/2)

* Present law is based on GSTR 1/2/3 design and/or the GST new return desipn,
both of which is not the true play of GST compliance,

¢ Proposal: The law relating to GST return may be alipned with GSTRI1 and
GSTR3B hased compliance

* Also due date of quarterly GSTR-1 needs to be changed so that GSTR 2B in M4
can contain both menthly and quarterly data

* Proposal: Due date for GSTR-1 for quarterly filers may be made 13th of the

month suceeeding the quarrer from present position of last date of the month
succeeding the quarter
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6(ii): Annual Return/Reconciliation Statement for 2019-20
Proposal: Form for Annual Retuens (FORM 9/9C} for FY 2019-20: same as for 2018-19
except

* Filing o details of ITC availed on capital goods &
* Tables 8A w D (ITC Data) -to be made mandatory:
Decision Point Threshold for optional filing of GSTR-9/9C to be decided

* LC recommended status quo Le, GSTR-9 optional for turnover upto Rs, 2 Cr. and
GSTR-9C mandatory for turnover above Rs, 5 Cr.

* 14,51,201 raxpayers would be required to file GETR-9 and 7,21,808 taxpayers would be
required ro file GSTR-9C for 2019-20 if same limits as prescribed for 2018-19 are kept

* 1t's noteworthy that 2,01,860 i.c. just 1.97% of the raxpayers having Turnaver > Rs. 20
Cr. contrihuted 83.78% Tax in 2019-2(

Proposal: Clarification regarding GSTR-9A for 2069-20 being optional in view of \annual
return being optional for taxpayers having rarpover upto Rsl,]}C r.

®

6(ii1): GSTR 1 related issues (1/2)

* G8TR 1 filing before GSTR 3B

® GSTR 1 is required to be filed before GSTR 3B but no discipline since GSTR 3B can be filed
independently unlike the GSTR 1/2/3 design

* TPerception that non filing of GSTR 1 has no repercussions vis-i-vis the Tax Administration

Filing of GSTR-1 before GSTR 3B is seguired for ensuring matching of credis, auto populaton
of creditand liability in GSTR 3B as proposed under REAP

* Proposak:
* Take measures to ensure GSTR 1 filing mandatory before GSTR3IB from 01.04.2021
¢ Waive the GSTR-1 late fee if the same is filed before GSTR-3B

* Blocking of e-way bills 10 be enabled on system from 01.04.2021 if ewo
consecurive GSTR-1s not filed
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Agenda 6(iii): GSTR 1 related issues (2/2)
* GSTR | Late Fee and Interest recovery
* Currently only GSTR 3B late fee is populated in GSTR 3B. Late fee is leviable on GSTR 1.
Interest even on net basis is not being paid
* Arrears of late fee and interest are difficult to collect afterwards and arrears are over R,
10000 Cr,
* Proposak
* Populate GSTR-1 late fee in next GSTR 3B and
* Populate interest  for late payment of mx alse in next GSTR-3B from o
01.04.2021 i
" Fm“ interest caleulation assumption that the entire lability is for the current tax fi
period.

* Tacility to add interest if part of the liability being declared in GSTR 3B
pertains to earlicr tax periods.

A g [T

-7

Agenda 6(iv): Change in HSN requirement

* ST council had decided to keep the HSN requirement relaxed for a perdod of 2-
3 years. Further, data quality in Table 12 is also poor and sectoral analysis is very

difficult.
* Proposal:

* Make 6 digat HSN for goods and 6 digit SAC for services mandatory for
taxpayers above Rs. 5 Cr. murnover wie £ 0].04.2021

* Make 4 dignt HSN/SAC compulsory on B2B supplics by taxpayers below Rs,
5 Cr. turnover we.f, 01,04, 2021

* Power to notify B digit HSN on notified class of supplies by all taxpayers

* Modify GSTR-1 to include Rate in Table 12 to have better sectoral data wee.f,

01.04.202]
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Agenda 6(v): Refund in validated Account

* Introducing concept of Validated account for Refunds
* Bank account validation for those secking refund of ITC or IGST
* Validation based on PAN and Aadhaar used for registration
* Proposal:

* Refund to be given only in a PAN & Aadhaar linked Bank account of the
claimant

* Aadhaar revalidation at the time of filing refund applicaton

Agenda 6(vi): Amendment in CGST Rules
* Proposal: Waiver of blocking of e-way bill during COVID penod
* Whaiver of blocking of c-way bill during COVID pedod from 20.03.2020 to
14.10.2020- 1o be given legal backing through a proviso in CGST Rule 138E
* Blocking to be reinitated from 15.10.2020 for raxpayers with turnover > Ra. 5 Cr.
* Proposal: NIL filing of CMP-08 through SMS from a date to be notified-change in I
CGST Rule 67
* Proposal: Change in rule 142(1A) making communication of demand ascertained
by the officer in FORM DRC-01A optional
oo * Proposal: Chapges in forms-RFD-01, GSTR-5 (non-resident) to include reverse
f charge liabilicy, GSTR-5A (OIDAR) to include place of supply and Provision for [
declaring fee in DRC-1,2,7,8,9,24,25 & ASMT-16 {2

b
s 1w ! sty ~ . ~
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6(vii):Inclusion of GST Laws in Economic Offences
(Inapplicability of Limitation) Act, 1974
* Offences under GST Laws subject to general Limitation under Chaper XXXV
of Cr. PC
* Existing Laws were listed in the Schedule to the Economic Offences
{Inapplicability of Limitation) Act, 1974
* Proposal: GST Laws also to be included in Schedule to GST Laws in Economic
Offences (Inapplicability of Limitadon) Act, 1974 so as to exclude from said t
limitation
* Similar Acts exist in States also (Karnataka, Maharashtra etc.)
* Propasal: SGST Act to be included in the Schedule of respective Acts or if such
an Act is not there, then proposal is to insert proviso to Section 134 _
5 s
ATION
< AX
MARKET

L&
L 5

Thank You
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