
Ship11 

MINUTE BOOK 

Minutes of the 45th Meeting of the GST Council held on 17th September, 2021 

The 45 th meeting of the GST Council (hereinafter referred to as the Council ' ) was held on 

17th September 202 l at Lucknow under the Chairpersonship of Hon ' ble Finance Minister, 

Smt. Nirmala Sitharaman (hereinafter referred to as the Chairperson). A list of the Hon 'ble 

Members/Ministers of the Council who attended the meeting was at Annexure-1. A list of 

officers of the Centre, the States the GST Council, the Goods and Services Tax Network 

(OSTN) who attended the meeting was at Annexure-11. 

2. The following agenda items were listed for the discussion in the 45 th Meeting of the 

Council: 

I. Confirmation of Minutes of OST Council Meetings 

i. 43rd GST Council Meeting held on 28 th May 2021 

ii. 44th OST Councjl Meeting held on 12th June 2021 

2. Ratification of the Notifications Circulars and orders issued by the GST 

Council and decisions of GST Implementation Committee for the 

information of the Council 

3. Issues recommended by the Law Committee for the consideration of the OST 

Council 

1. Aadhaar authentication of existing taxpayers under OST 

ii. Agenda Note for issuance of clarification relating to export of 

services- condition (v) of the Section 2 (6) of the IGST Act 2017 

111. Clarification in re pect of certain GST related issues 

iv. Notifying www.gst.gov.in as the Common Goods and Services Tax 

Electronic Portal 

v. Mechanism to collect late fee imposed under section 47 of the 

COST Act for delayed filing of FORM GSTR-1 

vi. Review of requirement of filing FORM GST ITC-04 

vii. Agenda Note for amendment in CGST Rules for refund to be 

disbursed in bank account linked with same PAN and Aadhaar on 

which registration has been obtained under 

viii.Applicability of interest on ineligible Input Tax Credit (ITC) 

wrongly availed and/or utilized, in terms of section 50 of Central 
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Goods and Services Tax Act, 2017 (CGST Act) 

ix. Proposal for clarification in respect ofrefund of tax wrongfully paid 

as specified in section 77( I) of the CGST/SGST Act and section 

19(1) of the IGST Act-

x. Transfer of CGST /IGST cash ledger balance between ' distinct 

persons' (entities_ having same PAN but registered in different 

states) 

xi. Additional measures to tackle the menace of fake invoices: 

Amendment to rule 36(4) of the CGST Rules, 2017 

xii. Additional measures to tackle the menace of fake invoices: 

Amendment to rule 59(6) of the CGST Rules, 20 L 7 

xiii.Agenda Note for amendment in Section 54 of the CGST Act, 2017 

xiv. Clarification on doubts related to scope on "intermediary" 

xv. Agenda Note for notifying supp]jes and class of registered person 

eligible for refund under lGST route 

4. Nominations from State Governments on Board of GSTN. 

5. Performance Report of the NAA (National Anti-profiteering Authority) for 

the 1st quarter (April to June, 202 l) for the information of the Council. 

6. Ad-hoc Exemptions Orders issued under Section 25(2) of Customs Act, 1962 

to be placed before the GST Council for information. 

7. Report of Group of Ministers (GoM) on levy of Covid Cess on Pharma and 

Power in Sikkim. 

8. Closure of Group of Ministers (GoM) on concessions/ exemption from GST 

to COVID rel ief material 

9. Agenda Note on the basis of the Interim Report of the Group of Ministers 

(GoM) on capacity-based taxation and special composition scheme for 

certain sect 

JO. 

11. 

12. 

Transposition of GST rate notifications consequent to changes in tar iff item 

codes in the First Schedule to the Customs Tariff Act, 1975. 

GST rate on job works services in relation to manufacture of alcoholic liquor 

for human consum ption. 

Agenda Note based on the order of the Hon' ble Kerala High Court in the 
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W.P. (Civil) No. 12481 of 202 I for placing representation by Kera la Pradesh 

Gandhi Darshanavedhi, Thiruvananthapuram regarding ·inclusion of petrol 

and Diesel under GST. 

13. Concessions to specified drugs used m Covid-19 treatment till 31st 

December, 2021 

14. Issues recommended by the Fitment Committee for the consideration of the 

GST Council 

15. Recommendations of the 15th IT Grievance Redressal Committee for 

approval/decision of the GST Council 

16. Agenda Note for GST Council on National Anti-Profiteering Authority 

17. Review of Revenue Position under Goods and Services Tax 

18. Compensation- Scenario Post June-2022 and Options 

Preliminary discussion 

3. The Hon'ble Chairperson invited the Union Revenue Secretary and ex-officio Secretary 

to the GST Council to begin the proceedings. The Secretary welcomed all participants to the 

45 th meeting of the GST Council and stated that this physical meeting is being held after the 

38 th meeting held a year and a half ago. 

3. 1.. The Secretary, GST Council at the outset placed on record his gratitude and sincere 

appreciation on behalf of the Council for the valuable contribution made to the Council by the 

outgoing Hon'ble MoS (Finance) Sh. Anurag Singh Thakur and welcomed the new Hon'ble 

MoS (Finance) Sh. Pankaj Chaudhary lo the Council. He also welcomed Sh. 

Lakshminarayanan, the Hon'ble Minister for Public Works, Puducherry Sh. Badal Patralekh 

the Hon'ble Minister for Agriculture, Animal Hus_bandry and Co-operative Department, 

Jharkhand· and Ms. Chandrima Bhattacharya the Hon'ble Minister of State for Urban 

Development and Municipal Affairs Department West Bengal, who were attending the GST 

Council meeting for the first time. 

3.2. He informed the Council that on the previous day (16th September 2021), be met the 

Officers from all the States and his colleagues from the Centre and had an excellent discussion 

and deliberations on vatious agenda items. They were able to reach a consensus on most issues. 
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On the items, where there were still differences, those would be placed before the Council for 

a decision .. He sought the permission of the Chairperson to take up individual agenda items for 

consideration of the Council. 

Agenda Item 1: Confirmation of the Minutes of the 43rd and 44th GST Council Meeting 

4. The first agenda item pertained to confinnation of the minutes of the 43 rd GST Council 

meeting held on 28th May, 2021 and the 44 th GST Council meeting held on 12th June, 2021. He 

further stated that few comments had been received from some States, which were basically 

editorial changes and had been carried out. The Secretary proposed that the Council may 

confirm the Minutes of the 43 rd and 44th GST Council meetings with the changes suggested 

above. The Council decided to adopt the Minutes of the 4yd and 44th meeting of the GST 

Counci I with the changes as proposed. 

Agenda Item 2: Ratification of the Notifications, Circulars and Orders issued by the GST 

Council and decisions of the GST Implementation Committee (GIC) for the information 

of the Council 

5. The Secretary stated that the second agenda item pertained to ratification of the 

no6fications, circulars, and orders issued by the GST Council and the decisions of the GST 

Implementation Committee (GlC) for the information of the Council. He stated that the GIC 

decisions are also implemented through notifications, circulars, and orders. The Council took 

note of the decisions of the GST Implementation Committee (GJC) and ra6fied the same. 

Further, the notifications, circulars and orders issued by the States which were pari materia 

with above notifications circulars and orders were also deemed to have been ratified. 

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

GST Council 

6. Tbe Secretary to the Council took up the next Agenda on issues recommended by the 

Law Committee for the consideration of the GST Council. He informed that these agendas were 

discussed in detail in the Officers Meeting held on 16th September, 2021 and there was 

agreement Ln the Officers ' meeting on most of the issues of this agenda, except for a couple of 

___ ,__ _ ___. issues on which the dec ision of the GST Council was required. Thereafter, Principal 

CHAIRMAN'S 
INITIALS Commissioner, GST (Policy Wing) made a detailed presentation (attached at Anoexure-ffi) 

giving overview of the recommendations made by the Law Committee. 
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Agenda Item 3(i): Aadhaar authentication of existing taxpayers under GST 

7. The Principal Commissioner GSTPW informed that the provision for Aadhaar 

authentication for new registration has already been implemented. As regards Aadhaar 

authentication for existing registrations, the Law Committee recommended that the 

requirement to get the G T registration Aadhaar authenticated may be made mandatory on 

such occasions where there is a potential threat to revenue or the taxpayer is availing a 

beneficial provision under the GST law. Law Committee further recommended that to start 

with, Aadhaar authentication may be made mandatory for being eligible for refund and 

revocation of cancellation of registration and recommended amendment in CGST Rules, 2017 

to this effect. The Council unanimously agreed to the proposal. It was also decided that the 

amendments to the rules, as proposed in the agenda note, would be notified when requisite IT 

readiness is made on the portal. 

A2enda Item 3(ii): Issuance of clarification relatine, to export of services- condition (v) of 

the Section 2 (6) of the IGST Act 2017 

7.1 The Principal Commissioner, GSTPW informed that in order to clarify the issues 

arising due to different interpretations by field formations on export of services, it has been 

recommended by the Law Committee to clarify through a circular that a person incorporated 

in India under the Companies Act 2013 and a foreign company, i.e. a person incorporated 

under the laws of any other country are to be treated as separate legal entities and would not be 

considered merely establishments of distinct persons under Explanation 1 of Section 8 of IGST 

Act 2017. Accordingly, the supply between such persons would not be barred by the condition 

(v) of the sub-section (6) of the Section 2 of the IGST Act 2017 for being con idered as export 

of services. The Council unanimously agreed to the proposal. 

Ae,enda Item 3(iii): Clarification in respect of certain GST related issues 

7.2 The Principal Commissioner GSTPW mentioned that there are different practices about 

three (3) GST related issues and the Law Committee has recommended that these issues may 

be clarified by issuance of a Circular. He informed that the first issue is regarding the time limit 

for availing input tax credit in respect ofa debit note as per Section 16(4) ofCGST Act 2017, 

as amended with effect from 0 1.01.2021. Law Committee recommended that with effect from 

01.01.2021 , in case of debit notes, the date of issuance of debit note (and not the date of 

underlying fovoice) shall determine the relevant financial year for the purpose of Section 16(4) 

Page 5 of 121 
CHAIRMAN'S 

INITIALS 

Minutes of 45th GST Council Meeting



CHAIRMAN'S 
INITIALS 

MINUTE BOOK 

of CGST Act. He also added that the second issue is regarding need to carry the physical copy 

of tax invoice in cases where e-invoice is issued. Law Committee recommended that there is 

no need to carry the phy ical copy of tax invoice in cases where invoice has been generated by 

the supplier in the manner prescribed under rule 48(4) of the CGST Rules (i.e. e-invoice ) and 

production of the QR code having an embedded IRN electronically would suffice for 

verification by the proper officer. The third issue is regarding availability of refund of 

accumulated input tax credit (ITC) under Section 54(3) of CGST Act, 2017 in cases where the 

goods are subjected to Nil export duty or where export duty of the goods is fully exempted. 

Law Committee recommended that only those goods which are actually subjected to export 

duty i.e. on wh.ich some export duty has to be paid at tbe time of export, will be covered under 

the restriction imposed vide second proviso to Section 54(3) of CGST Act from availment of 

refund of accumulated ITC. The Council agreed with the recommendation of the Law 

Committee, along with the proposed circular. 

Agenda Item 3(iv): Notifying www.gst.gov.in as the Common Goods and Services Tax 

Electronic Portal 

7.3 Section 146 ofCGST Act, 2017 provides that the Common GST Electronic Portal may 

be notified for facilitating registration, payment of tax, furnishing of returns, computation and 

settlement of integrated tax, electronic way bill and fo r carrying out such other functions and 

for such purposes as may be prescribed. Vide notification No. 4/2017 dated 19.06.2017 read 

with notification o. 9/2018 dated 23.01.2018, GST portal was notified for facilitating 

registration, payment of tax, furnishing of returns, computation and settlement of integrated 

tax, and electronic way bill only. Subsequently, vide notification o. 69/2019 dated 

13.12.2019, GST portal has been notified for the purpose of preparation of the e-invoice. 

However, various other functions and purposes such as composition levy, input tax credit, 

refund, transitional provisions, etc. do not have a common portal notified yet. Jn order to 

prevent any legal cballenges with respect to various online functionaHties provided on OST 

portal, the Law Committee recommended that www.gst.gov.in may be designated, with 

retrospective effect, as the Common Good and Services Tax Electronic Portal, for all functions 

and purposes under CGST Act 2017, other thane-way bill and e-invoicing. This may be done 

by retro pectively amending notification number 9/2018-CT dated 23.01.2018 and issuance of 
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a retrospective notification w.e.f. 22.06.2017 as detailed in the agenda note. Th Council 

unanimously agreed to the proposal. 

Agenda Item 3(v): Mechanism to collect late fee imposed under Section 47 of the CGST 

Act for delayed filing of FORM GSTR-1 

7.4 The Principal Commissioner, GSTPW mentioned that at present, the late fee for late 

filing. of GSTR-3B was collected on the portal while filing the subsequent GSTR-3B but no 

such the late fee for delayed filing of GSTR-1 is being collected on the portal. he Law 

Committee recommended that the late fee for GSTR-1 should be auto-populated on the portal 

in next open return in FORM GSTR-3B and that the same may be implemented on portal for 

prospective tax periods (from July, 2021 tax period onwards) . Law Committee also 

recommended amendment in Section 47 of CGST Act to delete reference to Section 38 of 

CGST Act, as detailed in the agenda note. There was agreement in the Council in respect of 

this proposal. 

Agenda Item 3(vi): Review of requirement of filing FORM GST ITC-04 

7.5 The Principal Commissioner, GSTPW added that the requirement of filing FORM ITC-

04 on quarterly basis, by the registered persons who sen·d the goods for job work basis, was 

deliberated by the Law Committee. The Law Committee has recommended that rule 45(3) of 

CGST Rules 2017 may be amended to change frequency of filing FORM ITC-04 such that the 

taxpayers whose annual aggregate turnover in preceding financial year is above Rs. 5 crores 

shall furnish FORM lTC-04 once in six months and taxpayers, whose annual aggregate 

turnover in preceding financial year is up to Rs. 5 crores shall furnish FORM ITC-04 annually. 

The Council unanimously agreed to the same and decided that it may be made effective with 

effect from 01.10.2021. 

Agenda Item 3(vii): Amendment in CGST Rules for refund to be disbursed in bank 

account linked with PAN and Aadbaar on which registration has been obtained. 

7.6 The Principal Commissioner, GSTPW informed that the agenda item 3(vii) was 

regarding an earlier decision of the GST Council, as per which in-principle approval was given 

by the GST Council for disbursing refunds to only those bank accounts which are linked with 

both PAN and Aadhaar, on which G T registration has been obtained. The issue was further 

deliberated by the Law Committee and it was discussed that since Aadhaar is issued only for 

natural persons (and not legal/juristic persons), the requirement of both PAN and Aadhaar 
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would be applicable only for proprietorship concerns. However, in case of other firms, the bank 

account should be required to be linked only to the PAN of the concerned legal entity. Law 

Committee also recommended amendment in CGST Rules, 2017 accordingly. During the 

officers ' meeting, Tamil Nadu suggested slight modification in the proposal and recommended 

to link PAN with Aadhaar in case of proprietorship firm. The recommendation of the Law 

Committee, as amended as per suggestion given by Tamil Nadu was agreed upon by the 

Council. It was also decided that the said amendments will be notified when necessary IT 

readiness on portal is made . 

Agenda Item 3(viii): Applicability of interest oo ineligible Input Tax Credit CTTQ 

wrongly availed and/or utilized, in terms of Section 50 of Central Goods and Services Tax 

Act, 2017 (CGST Act) 

7.7 The Principal Commissioner GSTPW took the agenda further. He mentioned that as 

per recommendation of the GST Council, Section 50(1) of CGST Act 2017 has been amended 

retrospectively with effect from 01.07.2017 to provide for requirement to pay interest on 

delayed payment oft~x on net cash basis. However, doubts remain regarding whether interest 

is app licable only on ITC which has been wrongly availed ' (and not utilized) or is appl icable 

on the ITC wrongly 'availed and utilized , and representations have been received seeking 

clarification regarding applicability of interest on reversal of ineligible ITC in such cases. He 

also informed that the GST Council in its 43 rd Meeting recommended to amend sub section (3) 

of section 50 of CGST Act to provide for payment of interest on inel igible ITC availed and 

utilized' . The Law Committee has recommended to make this amendment in sub-section (3) of 

Section 50 of COST Act retrospectively with effect from 01.07.2017, to remove any ambiguity 

on this issue, which also goes with the spirit of the decision of the GST Counci I for levying 

interest on net cash basis. Law Committee also recommended to modify the wording of sub-

section (3) sl.ightly to provide for calculation of interest in the manner as prescribed in Rules, 

as detai led in the agenda note. It was also recommended by the Law Committee that notification 

issued to not ify rate of interest under Section 50 may be amended retrospectively w.e.f. 

01.07.20 L 7 to specify rate of interest as 18% for ITC avai led and utilized, till the time amended 

Section 50(3) is notified. The Council agreed with the said recommendations of the Law 

Comm ittee. 
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Agenda Item 3(ix): Clarification in respect of refund of tax wrongfully paid as specified 

in Section 77(1) of the CGST/SGST Act and Section 19(1) of the IGST Act 

7.8 ' The Principal Commissioner GSTPW mentioned that Section 77 of CGST Act 2017, 

read with Section 19 ofIGST Act, provides for refund of tax wrongfully paid considering the 

supply as intra-state or inter-state supply, which is subsequently held as inter-state or intra-state 

respectively. He mentioned that there are doubts regarding time limit for claiming refund under 

the said provisions, as well as regarding interpretation of the tenn subsequently held". The 

Law Committee recommended for insertion of sub-rule (lA) in rule 89 of CGST Rules 2017 

for prescribing the procedure and time limit in respect of uch refunds. The Law Committee 

also recommended for issuance of a circular to clarify the term "subsequently held" and time 

limit for filing such refund claims for past as well as prospective periods, to remove any 

ambiguity on the issue, as detailed in agenda note. There was unanimous agreement on the 

same in the Council. 

Agenda Item 3{x): Transfer of CGST /IGST cash ledger balance between 'distinct 

persons' (entities having same PAN but registered in different states) 

7.9 The Principal Commissioner, GSTPW mentioned that this issue relates to those cases 

where a person with same PAN has multiple registrations in different States. Presently,. such 

distinct persons are unable to transfer their balance in electronic cash ledger from one tate to 

the another, on their own. There are no revenue implications involved since such person can 

get refund of the excess balance in electronic cash ledger in respect ofregistration in one State 

and deposit the same in respect of registration in another State. To remove this procedural 

requirement/ compliance and to ease the liquidity position of such taxpayers, it was 

recommended by Law Committee that unutilized balance in CGST and lGST cash ledger may 

be allowed to be transferred between distinct persons, subject to the condition that such transfer 

wi ll not be allowed if DRC-07 liability exists for the said registered person . It was di cussed 

that since the CGST and JOST funds go to the Consolidated Fund of lndia, the revenues of the 

States are not directly impacted . The recommendation of the Law Committee, as per agenda 

note, was agreed to by the Council. It was also suggested that Law Committee may be delegated 

to draft the amendment in relevant ections which may be finalized in consultation with the 

Un ion Ministry of Law & Justice. 
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Agenda Item 3(xi): Additional measures to tackle the menace of fake invoices: 

Amendment to rule 36( 4) of the CGST Rules, 2017 

7.10. The Principal Commissioner GSTPW mentioned that vide Section L09 of the Finance 

Act, 2021, clause (aa) to the sub-section (2) of Section 16 of the CGST Act, 2017 was i_nserted, 

so as to provide that input tax credit on invoice or debit note may be availed only when the 

details of such invoice or debit note have been furnished by the supplier in the statement of 

outward supplies and such details have been communicated to the recipient of such invoice or 

debit note. He added that this provision of Finance Act, 2021 would be brought into effect in 

due course as per recommendations of the Council, as and when the States pass their respective 

Finance Acts in their State Legislatures. When this provision is brought into force, there will 

be requirement to amend rule 36(4) of COST Rules 20 17, since at present it allows for 

availment ofHC up to 105% of what has been provided in GSTR-1. The Law Committee has 

accordingly recommended to restrict availment ofITC on invoices/debit notes to that available 

in GSTR-2B of tax payer which is made available to them on the portal. The proposed 

amendment in CGST Rules would come into force as and when the clause(aa) to the sub-

section (2) of Section 16 of the CGST Act, 2017 is notified. The said proposal was agreed to 

unanimously by the Council. 

Agenda Item 3(xii): Additional measures to tackle the menace of fake invoices: 

Amendment to rule 59(6) of the CGST Rules, 2017 

7.11. The Principal Commiss.ioner, GSTPW mentioned that with effect from 1st January 

2021, a new sub-rule (6) was inserted in rule 59 of CGST Rules which provides that a registered 

person shall not be allowed to furnish FORM GSTR-1 , if he has not furnished the return in 

FORM GSTR-3B for preceding two months. Th.is has also been implemented on the portal 

from the beginning of September, 2021. He added that the law amendments providing for 

sequential filing of FORM GSTR-1 , and requirement of mandatory filing of FORM GSTR-1 

before filing of FORM GSTR-3B; have already been recommended by the Council in its 43rd 

meeting. Accordingly, in order to further trengthen the provisions against fake invoicing, Law 

Committee has recommended that the rule 59(6) of the CGST Rules may be amended to 

provide that a registered person shall not be allowed to furn ish FORM GSTR-1 , if he has not 

furnished the return in FORM GSTR-3B for the preceding month/ tax period. This will not 

only help in reducing the amount of credit passed on without filing of return and payment of 

tax thereon but will also streamline the process of return filing in GST. Jt was also 
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recommended by the Law Committee to make the said amendment with effect from 

01.01.2022. This proposal was unanimously agreed to by the Council. 

Agenda Item 3{xiii): Amendment in Section 54 of1be CGST Act, 2017. 

7.12. The Principal Commissioner, GSTPW infonned tbat certain anomalies/ discrepancies 

in provisions of Section 54 of CGST Act, 2017 have come to light wh ich need to be corrected 

and the Law Committee, accordingly, has recommended to make certain amendments in 

Section 54 of CGST Act 20 17 to address these anomalies. It is proposed to amend sub-section 

(2) of Section 54 of the CGST Act, 2017 so as to provide that time period of two years for 

fi ling refund under Section 55, in line with time period for other refunds under Section 54. 

Further, it is also proposed to amend sub-section (10) of Section 54 of the CGST Act, 2017 by 

deleting the words "under sub-section (3)' . It was also proposed to insert clause (ba) in 

Explanation (2) of Section 54 of CGST Act to specify relevant date for the zero rated supplies 

made to SEZ with or without payment of duty. The Council unanimously agreed on the said 

proposal. 

Agenda Item 3(xiv): Clarification on doubts related to scope on "intermediary" 

7.13. The Principal Comm is ioner, G TPW informed that the issue of scope of"intermediary 

service" was earlier discussed in the 37th and 38th meeting of the GST Council. He added that 

that circular number l 07/26/2019-G T dated 18.07.2019 ( clarification on doubts related to 

supply of Information Technology enabled Services) was rescinded vide Circular o. 

127/46/2019-GST dated 04.12.2019, based on the approval given by G lC Ln its 34th meeting 

held on 02.10.2019. The same was placed for information before OST Council in its 38th 

meeting held on 18 .1 2.2019. He further mentioned that a large number of representations and 

references including Parliament Questions, have been received citing difficulty being faced by 

trade and industry due to diverse practices being followed in interpretation of scope of 

" intermediary services", leading to disputes, including rejection of refund claims and/or 

issuance of demand notices. The issue was again examined by Law Committee which 

recommended to issue a circular to clarLfy the scope of the ' intermediary services ' as per the 

present provisions of the IGST Act so as to remove the doubts regarding this important issue 

of ' intermediary ' as proposed in the agenda. The Counci I unanimously agreed to it. 
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Agenda Item 3(xv): Notifyine supplies and class of registered person eligible for refund 

under IGST route. 

7.14. The Principal Commissioner GSTPW drew the attention of the Council towards Section 

123 of the Finance Act, 202, vide which Section 16 oflGST Act was proposed to be amended, 

based on the approval given by of the GST Council in 39th meeting. It was proposed that export 

under LUT would be made the default route and refund ofJTC on payment oflGST would be 

restricted to only a notified cla s of taxpayers and/ or notified supplies of goods or services. 

The said provision is yet to be notified. The Law Committee recommended that alJ services 

may be notified, as class of supplies for the purpose of refund ofIGST, as the refund ofIGST 

paid on export of services is processed by the jurisdictional GST officer. Besides, the Law 

Committee also recommended to notify certain class of taxpayers, like persons who have been 

granted Authorized Economic Operator (AEO) certification under SAFE Framework of WCO; 

persons who have been granted status holder certification of 2 star or above by DGFT under 

Foreign Trade Policy; and Government Departments, Public Sector Undertakings, Local 

Authorities & Statutory Bodies. 

7.15. He mentioned that this issue was discussed in detail in the Officers meeting. A view 

emerged in the Officers ' meeting that when the proposal to amend Section 16 ofIGST Act 

2017 to restrict IGST route was approved by Council in the 39th Meeting in March, 2020, a 

number of cases of fraudulent refunds through TGST route were noticed due to fraudulent 

availment ofITC. However since then, a number of measures have been taken either through 

REAP project of GSTN (linking of GSTR-1 and GSTR-2B with GSTR-3B through auto-

population), or through policy interventions to discipline return filing system and also to restrict 

availment of ineligible ITC (like rule 36(4) rule 59(6) etc.). Besides, a number of measures to 

tackle the menace of fake dealers/ fake invoices and tbe issue of wrong availment ofITC, have 

also been proposed in the cw-rent meeting of the Council. It was also discussed tbat as per 

recommendation of the Law Committee, the IGST route will be restricted to about l 0% or less 

of the present number of exporters using IGST refund route, which may cause disruption in 

exports for a large number of exporters. Accordingly, it was felt that there may be a need to re-

examine whether restrict ion oflG T route to such large extent needs to be undertaken at this 

stage, when the country needs a push to export. It may be desirable to wait for the time being 

to ee the effect of the measures being undertaken and to identify those tax payer , in respect 

of whom IGST refund route may be restricted without affecting the exports. 
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7.16. The Secretary to the Council stated that when the decision was taken 18 months ago, 

things were very different. Jn case this provision is implemented at present, less than 10 000 

out of 70,000-80,000 exporters, who are presently using lGST refund route would have the 

availability of this seamless route for refund by payment ofIGST. In the current scenario, when 

India is trying to increase its exports to $ 400 billion, as per discussions in Officers' meeting, 

it was suggested that the Council may not go ahead with this provision at present since it would 

increase the burden on the exporters and also it is not certain whether the jurisdictional officers 

have the capacity to handle the large number ofrefund cases ifIGST refund route is restricted 

as per present recommendation of the Law Committee. He also added that if refunds are 

delayed because of the said amendment, it may not go well with a very important segment of 

the economy. Based on the discussions in the Officers ' Meeting, he suggested that the proposal 

made in this agenda, along with notification of Section 123 of the Finance Act, 2021, vide 

which Section 16 of IGST Act was proposed to be amended, may be kept in abeyance for the 

time being and may be relooked at an opportune moment. 

7.17. The Hon'ble Member from Delhi stated that 10,000 expo1ters would be taking the 

benefit of the lGST route for refunds and the question was about the remaining 60,000 odd 

exporters. He enquired if there was any rough assessment regarding the break-up of quantum 

of amount of refund taken by the above-mentioned exporter groups. He stated that it is a catch-

22 situation where, it is visible that there may be some misuse of provisions and if the quantum 

of refund in question i found to be significant then stringent anti-evasion measures have to be 

undertaken, otherwise it may not be prudent to burden the government machinery for the sake 

of low quantum of revenue. Principal Commissioner GSTPW stated that the total refund 

amount though IGST route is slightly more than the Rs.I lakh crores in three years. The 

Hon'ble Member from Delhi felt that it was quite a huge amount and stated that 50,000 to 

60 000 exporters from all States may not be such a huge number and the combined machinery 

of the Central and rate governments can handle the same. The Secretary clarified that the 

figure quoted by Principal Commissioner, GST Policy Wing was the total refund figure through 

TGST route and not the amount of refund claimed by misusing the provisions. Hon ' ble Member 

of Delhi noted this and felt that in that case, the amount is not that alarming. The Secretary 

suggested that as a number of measures have been taken/ are being taken to curtail availment 

ofITC/ menace of fake invoices the Council may wait for one or two meetings and understand 

the effects of implementation of the e measures, since the burden of compliance due to 

proposed restriction oflGST refund route is huge. It may be prudent to wait for the time being, 
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before bringing such major change into operation. The Hon ' ble Member from Delhi agreed to 

this . 

7.18. The Secretary to the Council also mentioned that in the 42nd Council meeting, the states 

were requested to get the amendments proposed though Finance Act 2021 passed through their 

State Assemblies by 01.10.2021. As per recommendations of the Council , Section 110 and 111 

of the Finance Act, 202 l have been notified by the Centre vide notification No. 29/2021-CT 

dated 30.07.2021 and Section 112 of the Finance Act 2021 has been notified vide notification 

No. 16/2021-CT dated 01.06.2021. He added that there is a need for the Cou11cil to decide a 

date from which various other sections of the Finance Act will be notified. He suggested that 

01.01.2022 may be fixed as the date with effect from which all other sections of Finance Act, 

2021 (other than Section 123) will be notified . The Council agreed to this. 

7 .19. On the issues recommended by the Law Committee for the consideration of the GST 

Council the Council took the following decisions: 

i. For the Agendas 3(i) to 3(xiv) the proposals as detailed in Agenda Note were approved. 

Agenda note 3(vii) approved with slight amendment as discussed in para 7.6 above. 

11. For Agenda 3(xv) the Council decided to the defer the same. 

111. 01.01.2022 may be fixed as the date for notification of provisions of Sections I 08, 109, 

and 1 B to 122 of the Finance Act, 2021. 

Agenda Item 4: Nominations from State Governments on Board of GSTN 

8. The Secretary invited Joint Secretary (DoR) to present the agenda. JS DoR stated that 

the Council was aware about the three representative of States on the GSTN Board and officers 

from State are nominated by the Council on rotation basis from time to time. While officers 

from different States have been on the Board there is no definite policy for nominating officers 

from State to the Board. Officers are also not nominated for any fix tenure on tne Board and 

once nominated; an officer has normally been replaced only after he is transferred out from the 

post to another post that is not connected with GST administration. Therefore, it was proposed 

to have a wider representation on the Board of GSTN. For thi purpose, the States have been 

divided into three groups (based on the census code and then alphabetically arranged). It is 

proposed that officers from State in each of the three groups may be nominated on the Board 
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in alphabetical order for a period of one year. Currently, there are officers from Uttar Pradesh 

in Group-I and Maharashtra in Group-m on the Board both already for a period of more than 

a year but no offic.er from State in Group-II. It was, therefore, proposed that officers from 

Uttarakhand, Arunachal Pradesh and Puducherry may be nominated on the Board with effect 

from 1.10.202 l for a period of one year till 31.09.2021 and then, we may follow the 

alphabetical order in each group. In the Officers ' Meeting the previous day, State of Punjab 

suggested that in the first round of circulation as per alphabetical order, the States which were 

previously represented may be skipped. 

, 8.1. The Hon ' ble Member from Rajasthan suggested that in line with the suggestion from 

State of Punjab, the rotation in the Groups of States may happen in alphabetic order excluding 

those States which were previously represented. The Secretary stated that the aim behind this 

exercise was to ensure that every State gets represented since till now there was no proper 

method for nomination. The suggestions from States of Rajasthan and Punjab would be 

incorporated. Since the nomination was for a year, each State would be nominated again after 

a gap of 9 to l O years. 

Agenda 5: Performance report of the NAA (National Anti-Profiteering Authority) for the 

1 si quarter (April to June, 2021) for the information of the Council. 

9. The Secretary presented the agenda for infonnation of the Council which took note of 

the performance of the National Anti-Profiteering Authority for the 1st quarter (April to June, 

2021) as tabled in tenns of provisions of clause (iv) of Rule 127 of the COST Rules 2017. 

Agenda Item 6: Ad-hoc Exemptions Order(s) issued under Section 25(2) of Customs Act, 

1962 to be placed before the GST Council for information 

10. The Secretary introduced the Agenda Item and stated that in the 26th GST Council 

meeting held on 10th March, 2018 it was decided that all ad hoc exemption orders issued with 

the approval of Hon'ble Finance Minister as per the guidelines contained in Circular No. 

09/2014-Customs dated 19th August, 2014, as was the case prior to the implementation of 

OST, shaU be placed before the OST Council for infonnation. 
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10. l. The details of the ad hoc exemption order issued are as follows: 

Order No. Date Remarks 

AEO No. 06 of 0Yd June 2021 Request from Shri Yogesh Gupta for exemption from 

2021 import duties on import of Life saving drug Zolgensma 

for personal use. (Order copy enclosed). 

AEO No. 07 of 09 th June 2021 Request from Shri Sourabh Shinde for exemption from 

2021 import duties on import of life saving drug ZoJgensma 

for personal use. (Order copy enclosed). 

AEO No. 08 of 12 th July 2021 Request from Shri Nagumantri VSL Raman for 

2021 exemption from import duties on import of Lifesaving 

drug Zolgensma, for personal use. (Order copy 

enclosed). 

AEO No. 09 of 14th July 202 I Request from Shri Satheesh Kumar for exemption from 

2021 import duties on import of life saving drug Zolgensma 

for personal use. (Order copy enclosed). 

AEO No. lO of 03 rd 

2021 2021 

AEO No. 11 of 29 th 

2021 2021 

August Request from Shri Rafeeq for seeking exemption from 

payment of import duty for import of lifesaving drug 

Zolgensma, for personal use. (Order copy enclosed). 

August Request from Shri Nazar P.K., for exemption from 

import duties on import of life saving drug Zolgensma 

for personal use. (Order copy enclosed). 

I 0.2. The GST Council took note of Ad-hoc Exemptions Orders issued under Section 25(2) 

of Customs Act, 1962. 

Agenda Item 7: Report of Group of Ministers {GoM) on levy of Covid Cess on Pharma 

and Power in Sikkim 

CHAIRMAN'S I I 
INITIALS . 

The Secretary introduced the agenda item and invited Ms. Shikha, Commissioner, 

Commercial Taxes (CCT), Karnataka to brief the Cow1cil on the report of the GoM. CCT, 
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Kamataka stated that this GoM was constituted on the request of the State of Sikkim to levy a 

cess of I% on of the turnover of pharmaceutical sector ( excluding the unorganised sector) and 

Rs. 0.1 per unit of power generated. Based on a judgement of Supreme Court and also on the 

previous precedent in case of Kerala which demanded for a similar levy of cess due to floods, 

the GoM decided that State of Sikkim may levy a cess of I% on of the turnover of 

pharmaceutical sector (excluding the unorganised sector) restricted to only intra-State supplies. 

This is because of the reason that GST is a destination based taxation regime, cess cannot be 

levied by Sikkim on inter-State supplies. Regarding the second demand to levy cess on power 

generation it was decided that since the subject matter does not fall with in the purview of GST, 

this call may be taken by the State of Sikkim. Regarding the third issue of request by Sikkim 

for a special package of assistance by Government of India, it was noted by the GoM. 

l 1. I. The Hon ble Member from Delhi stated that he was a member of the GoM and clearly 

electricity was outside the purview. The majority view of the GoM was since GST worked on 

the principle of destination based tax regime on consumption, the proposal cannot be taken 

forward. Also there was a view taken by the GoM that treating the request of Sikkim as a 

special case, the Central Government may be requested for a package or a special grant or 

assistance. 

11.2. The Hon ble Chairperson welcomed other Hon'ble members of the GoM to present 

their views before she invited the view from State of Sikkim. 

11.3. The Hon ble Member from Kerala stated that there were three recommendations made 

by the GoM. The members supported the arguments/demands of Sikkim. He added that levying 

cess on inter-State supplies would not help since the quantum of cess that can be raised by this 

is small. .Levying cess on power generation might help to some extent. The unanimous 

recommendation by a ll members of the GoM was for some kind of help from Centre since they 

requested for only Rs 200-300 crores. 

11.4. The Hon'ble Member from Goa stated that it was a genuine demand from a small State 

which finds it very difficu lt to meet the ends. Sikkim sought a spec ial package of assistance by 

Government of India to help them tide over the financial stress caused due to the Cov id 

pandemic and rightly so. Everyone had faced this problem. His humb le submission was that 

for small States, like Sikkim Goa, Arunachal Pradesh, Manipur and other North Eastern States, 

slightly different treatment has to be given. In the past, tax holidays used to be given which is 

not the norm in the present day . He added that having passed through the Covid norms, they 
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faced so much difficulty and in the light of a presentation on Compensation whjch would come 

to an end and options available after it would also be made in the current meeting, the Council 

should have a look at the plight of the smaller States. He further stated that they will not have 

enough money to even pay the salaries to their government employees. 

11.5 The Chairperson stated that she appreciated the concerns of Goa and the fact that they 

were raising the concerns of the smaller States but the current agenda pertains to looking at 

recommendations of a GoM which was formed on the request of Sikkim. She invited if any 

other Hon'ble Member who was a part ofGoM wanted to voice their opinions. She stated that 

she would listen t~ the issues raised by Goa but wanted to focus on the current agenda. She 

noted that the Convener of the GoM was not present and the officer fi-om Kamataka have 

already given details about the report. In case, there is no other member of GoM who desired 

to voice their opinion, she would invite the State of Sikkim to respond to the report. 

11.6. The Hon ble Member from Sikkim offered his utmost gratitude to the Hon'ble 

Chairperson, all Hon'ble Members of the GoM and all officers concerned for taking pains to 

deliberate upon the submission placed by State of Sikkim for levying Covid Cess. They humbly 

accepted the three recommendations of the GoM. Although the plight of economic slowdown 

caused by restriction imposed to control the pandemic was suffered universally, they live in a 

fragile topography having tiny market & economy where the impact of the disaster had proven 

very fatal. They are bounded by international borders on three sides that confines the scope of 

making efforts for economic revival. So they look upon the Central Government during this 

difficult time, with much hope and aspiration. The people of Sikkim and State Government 

have firm belief in the benevolence of the Central Government, he stated. 

l 1.7. The ecretary stated that they had received a separate request from State of Sikkim as 

mentioned by Dy.CM, Delhi and Hon ' ble Member from Goa which is being considered 

separately since the subject matter fell within the ambit of the Central Government and not the 

GST Council. A decision in that regard would be taken and they were appreciative of the 

sentiments of the GST Council and also the issues raised by State of Sikkim. 

11.8. The Hon ' ble Member from Manipur stated that while he fully supported the request of 

Sikkim he would like to bring to the notice of the Council that there are five North Eastern 

States, namely Arunachal Pradesh, Manipur, Mizoram Nagaland and Sikkim whose revenue 

gap was negative which meant that they were not entitled to receive compensation. This was 

one issue which he desired to raise earlier as well. The problem was that even though their 
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revenue gap was negative, they were small States. They al o faced the same problems as 

Sikkim due to COVID-19. He placed on record that out of these five States, Manipur, Mizoram, 

and Nagaland do not get any excise revenue since there was prohibition in these States. 
I 

However, liquor is not banned in Sikkim. Despite that, they had financial problems. Therefore, 

these three States with prohibition have bigger financial problems since they do not get any 

revenue from sale of liquor. At the same time, out these three States, the revenue deficit grants, 

as per the XV Finance Commission Manipur gets the least per capita. Manipur gets Rs 8,838, 

Nagaland gets Rs 23 ,027 and Mizoram gets Rs 16,317. He definitely supported the 

recommendations of the GoM including the recommendation of the special package by the 

Government of India to help Sikkim. He requested that a similar consideration may be given 

for a special package of assistance by Government of India so that they can meet their 

requirements and solve their problems. He stated that he would write a special request letter on 

behalf of State ofManipur on this issue. 

I l.9. The Secretary stated that this was not the subject matter related to GST but since the 

Hon 'ble Member from Manipur had raised the issue, he assured that Government of India 

wou ld take such special circumstances into consideration. 

Ae;enda Item 8: Closure of Group of Ministers (GoM) on concessions/ exemption from 

GST to COVID relief material. 

12. The Secretary introduced this agenda item and stated that in pursuance of the decision 

of the GST Counci l at its 43rd meeting on 28th May, 2021 , a Group of Ministers (GoM) was 

constituted to examine the issue of GST concessions/ exemption to COVI.D re lief material vide 

OM dated 19th May, 2021 issued by Department of Revenue (DoR) vide F. No. S-

31011 /12/2021-DIR(NC)-DOR. The GoM submitted its report in the 44th GST Council 

Meeting held on 12.06.2021, consequently the GoM has completed its mandate. Hence, agenda 

for closure of the GoM was placed before. the OST Council. The Hon'ble member from Delhi 

enqu ired whether GoM would be closed down automatically after finalization of the report and 

submission of the report before the OST Council. The ecretary clarified that agenda for 

closure was brought before the Council for information as a matter of due procedure. The 

Council took the decision to discontinue the GoM on concessions/ exemption from GST to 

COVID relief material. 

Ae;enda Item 9: Agenda Note on the basis of the Interim Report oftbe Group of Ministers 

(GoM) on capacity-based taxation and special composition scheme for certain sectors 
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13. The Secretary invited the Hon ' ble Member from Odisha, the convenor of GoM, on 

capacity-based taxation and special composition scheme for certain sectors to present the 

agenda before the Council. Hon ble Member stated that at the outset he was thankful to the 

GST Council and in particular, Hon 'ble Chairperson for giving him the opportunity to act as 

the convener of the GoM. This GoM was set up vide OM S-31011/12/2021-DIR(NC)-DOR 

dated 24th May 2021 based on the decision taken in the 42nd GST Council Meeting to discuss 

and analyse the issues pertaining to the Capacity based taxation on Pan Masai a Reverse Charge 

Mechanism in mentha oil special composition scheme on brick kilns tone crushers, etc. He 

was thankful to the esteemed members of GoM who extended their full cooperation and that 

they took acti-ve part in deliberation while giving their valuable sugge tions. He appreciated 

the effort made by JS , TRU as weU as commissioners of member States for providing valuable 

inputs and assistance to GoM. 

13 . l He stated that GoM was given three month ' time to give its recommendations. Two 

meetings of GoM and one Officers Meeting were held in the interim period. F irst meeting of 

GoM was held on 6th July 2021 where it was decided that a committee con isting of CCTs of 

member States and JS, TRU should go into the details and examine the issues while taking all 
; 

the relevant factors into account like law, data and other rel.evant information and present 

possible options before the GoM so that it can deliberate further and take informed decision . 

The officers met on 17th August 2021 and submitted their inputs to the GoM. The 2nd meeting 

of the GoM was held on 31 st August 2021. He then had presented the interim report of the 

GoM. The recommendation of GoM were summarised as: 

(i) On brick kiln: Special Composition Scheme w.e.f. 15' April, 2022 for brick kiln 

wherein the threshold limit was recommended at 10 lakhs rupees and the GST rates 

of 5%/6% without ITC and 12% with ITC. Threshold exemption limit in the sector 

may be reduced to Rs. 10 lakhs in order to increase the tax base, keeping in view 

the fact that majority of the firms in the sector are small and unorganized. 

(ii) On Mentha Oil: Reverse Charge Mechanism on the first stage for mentha oil, as a 

measure to improve compliance. Further, £OST refund route may be closed for 

mentha, and on ly refund by lTC route may be allowed with a predetermined ceiling 

on refund of ITC (in terms of per kg of Mentha exports, to be determined in an 

objective manner), as and when an amendment in the Section 16 of the JOST Act 
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comes into effect and the modalities for implementation of such changes may be 

worked out by the State of Uttar Pradesh. 

(iii) The GoM has at length discussed the feasibility of Capacity based levy on pan 

masala and tobacco products and it was felt by the GoM that there exists a need for 

a deeper data analysis in this respect, through comparative state wise and product 

wise revenue figures in the pre and post OST regime in order to draw a clearer 

picture on revenue implications of such a move. Tn pursuance to this, such figures 

have been sought from all the States and UTs. Accordingly, considering the 

sensitivity of the matter and the quantum of revenue involved, the Group of 

Ministers has requested for an extension of three months for submitting its report 

on the issue of Capacity Based levy on Pan Masala and Tobacco products. 

13.2 The Hon' ble Deputy Chief Minister from Delhi had stated that he was grateful to the 

Convener to the GoM for personally taking keen interest and to. JS, TRU for preparing the 

documents with facts and figures to enable informed decisions. He stated that discussion has 

already been held on the issue. The issue of RCM on Mentha oil was very clear and special 

composition scheme for brick kilns was a good idea. More time was required to discuss at 

length of the issue ofRCM on Pan Masala by the GoM for more deliberation. 

13.3. The Secretary to the Council briefed the Council that a discussion had already taken 

place in Officers Meeting held on the previous day. He informed that no recommendation was 

there about Pan Masala and GoM sought three months ' extension. On Brick Kilns a suggestion 

came regarding introduction of a Special Composition Scheme with GST rate of 6% without 

ITC & 12% with ITC and a threshold limit of Rs 10 lakhs. He further informed that this 

threshold limit of Rs 10 lakhs was a new category. However, there exists a category in services 

where threshold lim it is Rs 20 lakbs with 6% GST rate. He sought suggestions from the Council 

on this as the Officers view was that the threshold limit should be Rs. 20 lakhs. 

13.4. The Hon ' ble Member from Rajasthan had observed that 6% and 12% was higher rate 

and needed more del iberations as cost of construction in bricks, mining and stone crushing was 

very hjgh. The time given to GoM should be extended further for more deliberations and the 

opinions from States should be invited since the issues vary from State to State. The threshold 

limit of Rs. LO lakhs, was also too low. In his opinion, it should continue to be Rs 40 lakh. 

These decisions affect the brick kiln industry and employment of people. while higher rates 
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may be app lied on pan masala etc., the proposals regarding brick kiln, stone crushing and 

mining should be relooked at. 

13.5. The Hon'ble Member from Uttar Pradesh expressed bis gratitude for constitution of the 

GoM on the request from State of Uttar Pradesh. He also expressed gratitude towards Hon'ble 

Member from Odisha for going into the minute details to sort things out. He supported the 

proposal. During the VAT regime their revenue was Rs 700 crore which reduced to Rs 170-

180 crores in the GST regime. This was the sole reason behind his request for this GoM. He 

supported these recommendations since this would stop tax evasion. As far a the proposal 

regarding levying GST at 5%/6% without ITC was concerned, he requested the Council to take 

a decision in this regard. He emphatically supported the proposal for levying GST at 12% with 

ITC since it would reduce tax evasion and their revenue would rise up to Rs. 300 to Rs. 350 

crores. Therefore, he requested the Counci I to pass the recommendations by consensus. On the 

issue of Pan Masala, the GoM requested for further three months of extension and with the due 

permission of the Hon ' ble Chairperson this may be agreed upon. On the third issue ofMentha 

Oil, the State Govt. used to give refund (of □ early Rs 100 crores) but was not getting tax 

revenues, so he supported the recommendation ofRCM. 

13.6. The Hon ' ble Member from West Bengal conveyed special regards from Hon'ble 

Finance Minister of West Bengal to the Hon ble Chairperson since he could not attend the 

meeting while she appreciated the efforts of GoM in coming to a conclusion and giving 

suggestions before the Council equally, it has to be seen that the small tax payers are benetitted. 

She considered the recommendation of the GoM on Bricks Kilns as harsh and supports the 

view of Rajasthan to defer the decision on the brick kilns issue. Different thresholds for 

different categories can create confusion later on. The effective tax rate after utilization ofJTC 

wa around 1.5% to 2% but the GoM recommended 5% without ITC and 12% with ITC which 

will have serious impact on the sect?r. However, she supported other recommendations. 

13 .7. The Hon ble Member from Kerala stated that State of Kera la was part of the GoM and 

supported the interim report of GoM. ln the GST regime they have seen reduction in revenue 

from stone crushing industry and therefore they raised the issue. They would submit some 

proposals to the GoM on stone crushing industry later and they would support the interim report 

of the GoM as it is. 

13.8. The Hon'ble Member from Tripura agreed with Hon ble Member from UP for bringing 

the threshold for brick kilns to Rs 10 lakhs with a GST rate of 5%/6% without ITC and 12% 
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with ITC. He felt that it would give more revenues for smaller State. He supported the 

recommendation of GoM as it would help in checking the tax evasion. 

13.9. The Hon ' ble Member from Manipur supported the recommendation of GoM as it would 

help in checking the tax evasion since there are numerous small brick kiln units which indulge 

in evasion. He further said that construction material business was very profitable. He 

supported the recommendation and emphasized on keeping the threshold limit to Rs 10 lakhs. 

13. l 0. The Hon ' ble Member from Assam fully agreed with the recommendation of GoM on 

special composition scheme in brick kiln sector with a OST rate of 6% without ITC and 12% 

with ITC. It will help the sector immensely and will foster tax compliance. The GoM had 

meticulously gone through both the items and she felt that GoM on capacity based taxation 

may also examine the feasibility of having a special composition scheme for works contract 

executed in Govt departments. Such composition scheme was in existence in VAT regime. 

l 3.11. The Chief Commissioner of State Tax from Gujarat submitted that the in the VAT 

regime they had lower threshold ranging from Rs 5 lakhs to 15 lakhs in different States. The 

Council took the judicious decision to first have threshold limit of Rs 20 lakhs and later raise 

it to Rs 40 lakhs. Due to the threshold limit the governments were losing revenue. Perhaps, 

there was no study undertaken on how much revenue was lost on particular goods or service. 

Creating a new threshold for a particular category would set the regime back. First, there would 

be a new category created and there might be other goods or services where this categorization 

might be required. So, when a comprehensive study is undertaken and the Council thinks that 

the threshold limit needs to be brought down, then it can be examined as to threshold limits of 

which goods or services could be brought down. Else, it would be unfair that a commodity like 

brick which is used by everyone was subjected to extra tax burden. They agreed to the other 

recommendations. 

13.12. The Hon'ble Member from Goa stated that the Hon ' ble Member from Odisha as the 

convener of the GoM had done a good job. [f avenues for revenue are foregone by not 

accepting interim report of GoM, then the opportunity for States to get additional revenue 

would be lost. On the one hand, it was said that compensation was going to come to an end and 

newer avenues have to looked at and on the other hand, the members were cutting off the 

suggested new avenues. This would not augur well. In the past, the Council always decided in 

the better interests of the country and the same spirit should continue instead of myopic view 
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with state specific issues. He requested everyone that the recommendations of the GoM may 

be agreed upon and taken to their logical conclusion. 

13 .13. The Hon ' ble Member from Bihar supported for passing the GoM recommendation as 

it would stop tax evasion and help in revenue mobilization. 

13.14. The Hon ' ble Member from Punjab had stated that he had no problem with the decision 

of GST Council. However, he cautioned that GST was a tax on the supply of goods and services 

unlike the Central Excise which was on production. He has felt that the Council was stepping 

into territory of unconstitutionality by introducing the capacity based taxation on Pan Masala. 

He fm1her added that Hon'ble Supreme Court had banned Gutka, Jarda etc. so the Council 

should not facilitate the production. He suggested that thjs may be taken up with the learned 

Attorney General or the Law Ministry to the extent that it may be ultra vires to the Constitution. 

Hon' ble Member from 0disha clarified that Pan Masala was not banned by Supreme Court but 

the ban was on Pan Masala mixed with tobacco. Therefore, the report was not ultra vires to the 

Constitution. Further it was the interim report and the final report on pan masala has not been 

submitted yet. 

13 .15. The Hon ble Member from Arunachal Pradesh told that Pan Masai a production boosts 

rural economy and North East States are increasing the cultivation of supari and arecanut. The 

GoM was yet to make recommendations on pan masala. The other recommendations are logical 

and he supported them. 

13. l.6. The Official from Haryana stated that there were two types of apprehensions about tax 

burden and the threshold limit of Rs 10 lakhs as far as brick kilns were concerned. The same 

composition scheme existed on brick in VAT regime in Haryana and the current revenues from 

brick ki Ins under OST was far less as compared to the VAT regime. He was sme about Haryana 

that if the same dispen~ation was entered into, the tax burden would not be more than the 

previous regime. State of Haryana was part of tbe GoM and the GoM has taken a conscious 

decision since the value of goods in brick kiln industry was less and reduction in threshold limit 

was required. Whether other goods or services also required such a scheme may be debated 

upon by the Council. 

13.17. The Hon'ble Member fi-om Uttar Pradesh stated that the GoM has unanimously 

submitted the recommendations. The legal issue regarding pan masala and gutka was clarified 
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by Hon 'ble Member from Odisha. The common man would not be burdened by these 

recommendations. Hence he requested that these recommendations may be agreed upon. 

13 .18. The Hon 'hie Member from Rajasthan observed that the GDP growth of the country was 

under pressure. On the one hand, there was a lot of pressure from the construction industry for 

concessions to boost the sector and on the other, the tax rate was being increased (5%/6% 

without ITC and 12% with ITC). He could not understand as to how evasion would be curbed 

by increasing the tax rate or by reducing the threshold from Rs 40 lakhs to Rs 10 lakhs since 

the mechanism for curbing evasion were different like increasing the transparency of the lT 

system etc. Due to the Covid pandemic, the real estate sector was under pressure and there was 

also the issue of reduction in revenue of the States due to discontinuance of compensation. He 

agreed that this step would increase some revenue but they have to look from the point of view 

of employment and GDP growth as well'. 

13.19. The Revenue Secretary stated that brick kilns are present in every State. His experience 

goes hand in hand with the inputs from the combined experience in the Council which was that 

bricks are removed from the kiln at such values whiph would tally to be just below the 

prescribed turnover. As there is huge evasion in this sejtor, the GoM had lengthy discussions 

on how to extract valuable revenue from this vital se:r r. Some members also stated that a 

small portion of revenues were collected presently as compared to the previous years. He 

agreed that while concessions may be given to the deserving it was also important that a 

message is sent that strict measures would be undertaken where there is evasion. He suggested 

that the Council might go ahead with 6% without ITC lj d l2% with ITC while increasing the 

threshold from Rs 10 lakhs to Rs 20 lakhs. The effec may be studied and the Council can 

decide on the issue. 

13 .20. The Secretary submitted to the Council for conclusion of the discussion that there was 

lot of evasion in this sector and proposed that with 6% or l 2% GST rates, the Rs 20 lakhs 

threshold limit may be considered. He added that thresil old of Rs 20 lakhs was applicable to 

services at present. The Council may come back on the issue in later meetings. He requested 

that since the recommendation of GoM was unanimou . the Council may also decide on this 

issue unanimously. 

13.21. The Hon'ble Member from Uttar Pradesh also requested that Council may consider the 

proposal with increase the threshold from Rs 10 lakhs tc Rs 20 lakhs. 
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13.22. The Hon'ble Member from Delhi also requested to approve the proposal with Rs. 20 

lakhs threshold limit which was practical. 

13.23. The Hon'ble Member from Rajasthan stated that he had no issue with the rates but the 

threshold must be increased further from Rs 20 lakhs. This would help many people. He further 

added that GoM should consult more states and should seek suggestions from the other states 

who were not members of GoM so that broad and fruitful discussion can happen. 

13.24. The Hon'ble Member from Delhi stated that the GoM had deliberated a lot on various 

data points to arrive at the Rs 10 lakh threshold limit. He agreed that there was a huge evasion 

in this sector. Personally, he would want the threshold limit to be at Rs 10 lakh. But considering 

the fact that there was already a threshold limit of Rs 20 lakhs in services a threshold limit of 

Rs 20 lakhs may be agreed upon. 

13.25. The Hon'ble Member from Madhya Pradesh stated that the proposal of increasing the 

threshold limit from Rs 10 lakhs to Rs 20 Jakhs by the Secretary should be approved 

unanimously. 

13 .26. The Hon'ble Member from Odisha stated that it was the era of bricks made from 

industrial waste. Factories manufacturing these are becoming more common. Bricks made 

from clay have gone down and the industrial waste bricks are used everywhere. The brick kilns 

in Bihar, Haryana, Madhya Pradesh and Uttar Pradesh are very small, scattered and 

unorganized . Therefore, the GoM proposed the threshold limit of Rs 10 lakhs. He believed that 

the brick kiln industry might vanish soon and therefore the Council bas to take this decision 

carefully. 

13.27. The Hon 'ble Member from Rajasthan stated that the argument that bricks from clay are 

vanishing may not be correct. At least one crores bricks are made from each kiln in a year. 

There may be places which had banned clay brick kilns and consequently bricks from ash and 

other waste products are produced. 

13.28. The Secretary propo ed that GoM Recommendation may be accepted with revised 

threshold of Rs 20 lakh. This would come into effect from 1.4.2022, as recommended by the 

GoM. On Mentha oil there was general agreement to the recommendation of the GoM. 

Accordingly, Council may agree to recommendation of GoM on mentha oil 
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