MINUTE BOOK

Minutes of the 48" Meeting of GST Council held on 17" December, 2022

The 48" meeting of the GST Council was held on 17" December, 2022 through video
conferencing under the Chairpersonship of the Hon’ble Union Finance Minister, Smt. Nirmala
Sitharaman. The list of Hon’ble Members of the Council who attended the meeting is at
Annexure-1. The list of the officers of the Centre, States, Union Territories with legislature,

GST Council Secretariat and GSTN who attended the meeting is at Annexure-2.

1.2 The following agenda items were listed for discussion in the 48" meeting of the GST

Council as stated below:

TABLE OF CONTENTS

Agenda Agenda Item
No.
1 Confirmation of Minutes of 47" GST Council Meeting held on 28%& 29™ June,

2022
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

Recommendations of the Fitment Committee for the consideration of the GST

3 Council

a) Recommendations made by the Fitment Committee for making changes in

GST rates or for issuing clarifications in relation to goods — Annexure-I

b) Issues where no change has been proposed by the Fitment Committee in

relation to goods — Annexure-I1

¢) Issues deferred by the Fitment Committee for further examination in relation

to goods — Annexure-III

d) Recommendations made by the Fitment Committee for making changes in

GST rates or for issuing clarifications in relation to services — Annexure-IV

e) Issues where no change has been proposed by the Fitment Committee in

relation to services — Annexure-V

f) Issues deferred by the Fitment Committee for further examination in relation

to services — Annexure-V1

4 Report of the Committee on Levy of penal interest on delayed remittances of GST

by the Banks to the Government Accounts in RBI during the initial period of GST

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

§ . nd S b 1
1 quarter (April, 2022 to June, 2022) and 2™ quarter (July,2022 to September C*mﬁm/\gl’s
L
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2022) along with monthly performance report for the months of October

and November, 2022 for the information of the Council

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

to be placed before the GST Council for information

Issues recommended by the Law Committee for the consideration of the GST

o
CHAIRMAN'S
INITIALS

Council
i.  Amendment in the CGST Rules, 2017 for Aadhaar based Biometric
authentication of the registrants
il.  Refund to unregistered persons
iii.  Decriminalization of the CGST Act, 2017
iv.  Amendment in Rule 94 of the CGST Rules, 2017 and Section 56 of the
CGST Act, 2017 to provide for exclusion of time period of delay in
sanction and disbursal of refund where such delay is attributable to the
applicant
V.  Clarifying the manner of re-determination of demand in terms of sub-
section (2) of Section 75 of the CGST Act, 2017
Vi.  Amendment in the CGST Rules, 2017
I. Amendment in sub-rule (3) of Rule 12
II. Amendment in sub-rule (1) of Rule 37
III. Insertion of Rule 37A
IV. Amendment in Rule 46
V. Amendment in Rule 46A
VI. Insertion of proviso in sub-rule (8) of Rule 87
VII. Amendment in Rule 108 and Rule 109
VIII. Insertion of Rule 109C
IX. Deletion of clause (d) of sub-rule (14) of Rule 138
X. Amendment in entry (5) of Annexure appended to sub-rule (14) of Rule
138
XI.  Substitution of FORM GST REG-19
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XII. Amendment in FORM GST REG-17
XIII. Amendment in FORM GST DRC-03
vii.  Supplies by unregistered person and composition dealers through e-
commerce operators
viii.  Amendments in the CGST Act, 2017
A. Amendment in second proviso to Section 16 of the CGST Act, 2017 to
align with GSTR-1/3B
B. Amendment to Section 23 to provide overriding effect over Sections
22(1) & 24
C. Amendments in the CGST Act, 2017 to restrict filing of returns /
statements after completion of specified time in view of data archival
policy
D. Proposal for amendment of sub-section (6) of Section 54 of CGST Act,
2017
ix. Amendment in the tables of GSTR-1 for reporting ECO Supplies made
under Section 9(5) of the CGST Act, 2017 and attracting TCS under
Section 52 of the CGST Act, 2017
X.  Retrospective applicability of paras 7, 8(a) and 8(b) of Schedule 111 of
the CGST Act, 2017
Xi.  Mechanism to deal with differences in liabilities between GSTR-1 and
GSTR-3B, along with draft rules and proposed FORM DRC-01B for
implementing the same
Xii.  Clarification on various issues in GST
A. Clarification on taxability of No Claim Bonus offered by Insurance
companies
B. Clarification on applicability of e-invoicing w.r.t an entity
Xiii.  Clarification regarding treatment of the difference in ITC availed in
GSTR-3B as compared to that available in GSTR-2A for FY 2017-18
and 2018-19
xiv. Clarification regarding the treatment of statutory dues under GST law in

respect of the taxpayers for whom the proceedings have been finalised
under the Insolvency and Bankruptcy Code, 2016
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XV.  Amendment in provisions related to OIDAR Services under the IGST
Act, 2017

XVi. Amendment in Section 17 of the CGST Act, 2017 regarding ITC in
respect of CSR (Corporate Social Responsibility) expenditure

XVii. Issues related to place of supply in terms of the proviso to Section 12(8)
of the IGST Act, 2017

8 Issues recommended by GSTN:
1. Proposed Changes in HR Policies and Transition Management from
GSTN
2. Proposal for Changes in the Revenue Model of GSTN and transition to
the new Revenue Model
3. Waiver of Interest on delayed receipt of Advance User Charges (AUC)
from a few states and CBIC
4. Data Archival Policy for the GST System
5. Implementation of facility to Generate Document Identification Number
in GST Back Office for Model 2 States incompliance with the Hon’ble
Supreme Court judgement in W.P 320 of 2022.
9 Report of Group of Ministers on constitution of Goods and Services Tax Tribunal
10 [Closure of Group of Ministers (GoM) on levy of Covid Cess on Pharma and
Power in Sikkim
11 Closure of Group of Ministers (GoM) to examine the feasibility of]
implementation of e-way bill requirement for movement of gold and other
precious stones.
12° |GST Data sharing with Ministries and Departments
13 |Review of revenue position under Goods and Services Tax
14 |Final Report of Group of Ministers (GoM) on Capacity Based Taxation and
Special Composition Scheme in certain sectors on GST
15 |Recommendations of the 17" IT Grievance Redressal Committee forl
approval/decision of the GST Council
16

Agenda on Report of Committee of Officers (CoO) on GST Audit along with
Draft Model All India GST Audit Manual

CHAIRMAN'S
INITIALS

i.  Report of the Committee of Officers (Co0) on GST Audit 2022
(Annexure A)
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Report of the Sub-Committee (CoO) on GST Audit Policy And
practices of the Centre and the States that have already implemented
certain procedures (Annexure [)

Model All India GST Audit Manual (Annexure II)

Report of the sub-committee constituted to broadly outline the
procedural aspects of joint and thematic audit (Annexure I1I)

Report of the sub-committee constituted on using capability of data
analytic developed by DGARM for identification of state taxpayers for
Audit (Annexure [V)

Vi,

Report of the sub-committee constituted to suggest measures of capacity
building in Services for focused approach on audit of Services Sector
(Annexure V)

Vil.,

Report of sub-committee constituted to study, examine and make
suggestions on the issue of “To build knowledge on financial
accounting and focused approach towards interpreting business
contract/agreement and understanding of the system-driven business
process through SAP, Oracle, Tally, etc.” (Annexure VI)

17  |Any other agenda with the permission of the Chair.

1.3 The meeting started with greetings from Hon’ble Members to the Hon’ble Chairperson.

The Hon’ble Chairperson welcomed and introduced the new Revenue Secretary, Sh. Sanjay

Malhotra to the Hon’ble Members of the Council and thanked ex Revenue Secretary, Sh. Tarun

Bajaj for his contribution.

1.4  With the permission of the Chair, the Secretary to the GST Council welcomed all the

Hon’ble Members of the Council and participating officers to the 48" meeting of the GST

Council.

The Secretary, on behalf of the Council, thanked the following former Hon’ble Members of the

Council for their immense contribution —

[a—y

Shri Tarkishore Prasad, ex Member from Bihar

2 Shri Ajit Pawar, ex Member from Maharashtra

(98]

Shri Sukh Ram Chaudhary, ex Member from Himachal Pradesh

He further extended a warm welcome to the incoming Hon’ble Members of the GST

Council to the 48™ meeting of the GST Council-

1. Sh. Devendra Fadnavis, Hon’ble Deputy Chief Minister, Maharashtra
2. Sh. Vijay Kumar Chaudhary, Hon'ble Finance and Commercial Tax Minister, Bihar
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and thanked ex. Revenue Secretary, Sh. Tarun Bajaj for his contributions.

1.5 The Secretary stated that in its 47" meeting at Chandigarh, the Council had formed a
GoM on Goods and Services Tax Appellate Tribunal with Sh. Dushyant Chautala, Hon’ble
Deputy Chief Minister of Haryana as the Convener and Hon’ble Ministers from States of Andhra
Pradesh, Goa, Rajasthan, Uttar Pradesh and Odisha as Members. He stated that the GoM had
submitted their recommendations in the form of a report which was placed as an agenda before
the Council. He thanked all the Hon’ble Members of the GoM for their valuable

recommendations.

1.6 Further, he stated that the GST Council had formed a GoM on Capacity based taxation
and Special Composition Scheme in certain Sectors on GST with Sh. Niranjan Pujari, Hon’ble
Minister of Finance, Odisha as the Convener and Hon’ble Ministers from Delhi, Haryana,
Kerala, Madhya Pradesh, Uttar Pradesh and Uttarakhand as Members. The GoM had submitted
its report which was placed before the Council for deliberations. He thanked all the Hon’ble

Members of this GoM for their valuable recommendations.

1.7 The Secretary further stated that in this Council meeting, there were agendas for closure
of GoM on movement of Gold and Precious Stones and GoM on Levy of Covid Cess on power
and pharma sector in Sikkim. He thanked all the Hon’ble Members of these two GoM:s for their

valuable contributions.

1.8 The Secretary informed that the GST Revenue had set new records this year. The gross
GST revenue collected in the month of November, 2022 was Rs. 1,45,867 crore which was 11
% higher than the GST revenue in the same month last year. The gross GST revenue collected
in the month of October, 2022 was Rs. 1,51,718 crore which was 14 % higher than the GST
revenue in the same month last year. GST collections have crossed Rs.1.40 lakh crore mark for
the 8th time at a stretch since March, 2022. He thanked all the States, Central GST formations

and Union Territories for their remarkable efforts in revenue augmentation.

1.9 He further informed the Council that he had held a meeting with the officers of the
States/UTs on 16" December, 2022 and had a very frank and fruitful discussion on various
agenda items which would immensely help the Council in steering the agenda of this

meeting. He sought the permission of the Chair to proceed with the discussions on the agenda.

1.10  The Hon’ble Chairperson requested the Hon’ble Members to offer comments, if any,

before proceeding with the agenda items.
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1.11  The Hon’ble Member from Tamil Nadu suggested that the meeting could be concluded
by 01:30 p.m. and all agenda items that could not be discussed, could be rolled over to the
upcoming Council meeting to be discussed in physical mode. He explained that due to budget
session approaching, Hon'ble Members would be pre-occupied. Hon'ble Members from
Telangana, Gujarat, Karnataka, Maharashtra etc. agreed with this suggestion and many States
like Gujarat, Haryana, Kerala and Andhra Pradesh suggested that items could be prioritized and
the Tribunal agenda could be discussed on priority. Hon’ble Member from West Bengal stated

that she was agreeable with any decision taken by the Council in that regard.

1.12  The Secretary stated that the majority view appears to be that the meeting could be
concluded by 01:30p.m. He informed that the officers meeting on 16" December was concluded
by 03:00 p.m. even when the Law Committee agenda was discussed at length. He suggested that
a call could be taken around 1:30 p.m. as the meeting progressed. The Hon’ble Chairperson

accorded permission to start with the agenda.

2. Agenda Item 1: Confirmation of the Minutes of the 47" Meeting of the GST Council

The first agenda item pertained to confirmation of the minutes of the 47" GST Council
meeting held on 28" and 29" June, 2022 at Chandigarh. The Secretary stated that some
comments had been received from few States which were basically editorial changes which had
been carried out and the revised minutes incorporated in the agenda and circulated to all the

Hon’ble Members.

The Council adopted the Minutes of the 47" meeting of the GST Council.

3. Agenda Item 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

The Secretary stated that the second agenda item pertained to ratification of the
Notifications, Circulars, and Orders issued by the GST Council and the decisions of the GST
Implementation Committee (GIC) for the information of the Council. He stated that the GIC
decisions are also implemented through Notifications, Circulars, and Orders. Principal
Commissioner, GST Policy Wing informed the Council that subsequent to release of the
Agenda, Notification No. 25/2022-Central Tax was issued on 13™ December, 2022 pursuant to
the decision of GIC to provide relief to the taxpayers affected by cyclone 'Mandous' by extending
the due date for furnishing Form GSTR-1 for November, 2022 for registered persons whose

principal place of business is in specified districts of Tamil Nadu. The Council took note of the
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decisions of the GST Implementation Committee (GIC) and ratified the Notifications, Circulars
and Orders issued. Further, the Notifications, Circulars and Orders issued by the States which

were pari materia with above Notifications, Circulars and Orders were also ratified.

4. Agenda item 3: Recommendations of the Fitment Committee for the consideration of
the GST Council

4.1  The Secretary introduced the agenda item relating to the recommendations of the Fitment

Committee. These recommendations had been given in six (06) Annexures where the first three
related to goods and the other three related to services. The first Annexure provided details of
the items (goods) where some tax rate change or clarification was being recommended; the
second Annexure listed items (goods) where no tax rate changes were being recommended and
the third Annexure listed items (goods) where the recommendations would be given by the
Fitment Committee after further deliberations and approval of the Council would be sought.
Categorization on similar lines had been made in fourth, fifth and sixth Annexures pertaining to

the services.

4.2 The Secretary to the Council stated that the recommendations of the Fitment Committee
were discussed in detail in the Officer’s Meeting on 16.12.2022 and most of recommendations
were agreed to by all. Then the Secretary asked JS, TRU to take the Council through a brief

presentation on the recommendations of the Fitment Committee.

4.3 Joint Secretary, TRU stated that the agenda note dealt with proposals regarding GST
rates and clarifications relating to supply of goods and services. The proposed changes emanated
from the recommendations made by the Fitment Committee on the basis of representations
received from various stakeholders including Ministries and other offices of Centre and States,
seeking changes in GST rates/ issuance of clarifications regarding classification and GST rates

applicable on supply of certain goods and services.

4.4  She further informed that the Fitment Committee had examined the representations on
12 & 23" September, 2022 and 28" October, 2022. After examination, the Fitment Committee
had recommended changes in GST rates or issue of clarifications, in relation to certain goods
and services. Further, the Fitment Committee had recommended no change in respect of certain
goods and services. On certain issues, Fitment Committee was of the view that further
examination would be required before making any recommendation to the GST Council and

thus those issues had been deferred.

4.5 Accordingly, Fitment Agenda for consideration of the GST Council was summarized in

six Annexures (Ito VI). There were a total of 19 issues relating to goods out of which the Fitment
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Committee had recommended rate changes or issue of clarifications in case of nine items
(Annexure-I of the Agenda Volume-I), not recommended any change for 8 items (Annexure-II
of the Agenda Volume-I) and deferred two issues (Annexure-III of the Agenda Volume-I) for
further examination. In case of services, there were a total of 27 issues, out of which the Fitment
Committee had recommended rate change in 7 (Annexure-IV of the Agenda Volume-I), not
recommended any change for 16 services (Annexure-V of the Agenda Volume-I) and deferred

4 issues (Annexure-VI of the Agenda Volume-I) for further examination.
4.6 Thereafter, JS,TRU presented the Fitment agenda. (Annexure-3)

47  The firstitem of discussion was the proposal for deletion of ‘pencil sharpener’ from entry
no. 180 of Schedule 11 mentioned at SI. No. 1 of Annexure-I. She stated that in the 47" meeting
of the Council, it was decided to increase the rate on this item from 12% to 18% on the
recommendation of the GoM on Rate Rationalization. That rate change was carried out by
omitting entry 188 in Schedule 11. However, inadvertently in entry 180 of the Schedule 11, the
tax rate pertaining to pencil sharpener remained at 12%. This agenda had been brought before

the Council in order to remove this inconsistency.

4.8 The Hon’ble Member from Punjab, West Bengal and Puducherry requested not to
increase GST rate from 12% to 18% on pencil sharpener as the item pertains to education of

young children.

4.9 IS, TRU then presented the agenda pertaining to by-products of milling of dal/pulses like
Kanda, Churi (also known as Chuni), Chilka wherein the Fitment Committee had recommended
that in view of the dual use of these products with differential GST rate (Nil when supplied as
cattle feed and 5 % when supplied as cattle feed ingredients), till the GoM on Rate
Rationalization takes a view on rationalization of tax rates under Chapter 23, in order to have
clarity and avoid confusion amongst the concerned suppliers regarding the GST rate on the
supply of subject goods and for the ease of administration of the levy, these products could be
exempted from GST, irrespective of their end use. Fitment Committee also recommended that
a clarification be issued to regularize the matter of the intervening period on as is basis from the
date of issuance of the last Circular (that is, consequent to 47" GST Council Meeting) on account

of genuine doubts.

4.10 The Hon ble Member from Madhya Pradesh supported the proposal to exempt the by-
products of milling of dal/pulses like Kanda, Churi (also known as Chuni), Chilka from GST,

irrespective of their end use.
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4.11  The Hon’ble Chairperson suggested that there could be full presentation on agenda 3 (a)

and then the floor would be opened for discussion.

4.12  JS, TRU then presented the issue relating to SUV cars wherein doubts had been raised
as to whether all four conditions viz. engine capacity exceeding 1500 cc, popularly known as
SUV, a motor vehicle of length exceeding 4000 mm and having ground clearance of 170 mm
and above need to be satisfied for levying higher cess rate as per entry 52 B of Compensation
Cess Notification No. 1/2017 — Compensation Cess (Rate) dated 28.6.2017 or the conditions in
Explanation to the entry are optional. Fitment Committee recommended that a clarification be
issued to clarify that all four conditions need to be fulfilled for levy of higher compensation cess

rate of 22%.

4.13  JS, TRU further explained that interim Report of the Group of Ministers (GoM) on
capacity-based taxation and special composition scheme for certain sectors was placed before
the GST Council in its 45" Meeting, held on 17.09.2021. One of the categorical
recommendations in the Interim Report was for introducing the payment of GST liability under
Reverse Charge Mechanism (RCM) on the supply of Mentha Oil, at the first stage of the supply,
in terms of modalities worked out by Uttar Pradesh. Now, a request had been made to also
include Mentha arvensis, classifiable under HSN Code 3301 25 90, in Notification No. 10/2021-
Central Tax (Rate) dated 30.9.2021 under Reverse Charge Mechanism. The Fitment Committee
had recommended to include Mentha arvensis, classifiable under HSN Code 3301 25 90, under

Reverse Charge Mechanism.

4.14  The next issue was regarding clarification on applicable GST rate and 6/8 digit HS code
of carbonated beverages of fruit drink or carbonated beverages with fruit juice. JS TRU
explained that in the 45" Meeting, the GST Council had approved a separate entry for carbonated
beverages as long as they are carbonated (irrespective of whether carbon dioxide is added as a
preservative or additive). The Fitment Committee recommended that 2202 99 is the appropriate
6 digit code and that to remove any ambiguity, an exclusion be created for such beverages in
entry No. 48 of Schedule II of Notification 1/2017- Central Tax( Rate) which deals with fruit

pulp or fruit juice based drinks.

4.15 IS, TRU stated that the next issue was to clarify the classification of Rab (Rab-
Salawat). The Fitment Committee noted that Rab (Salawat) being in liquid or semi-solid form
did not qualify to be classified under HSN 1701, which dealt with solid form of cane or beet
sugar and chemically pure sucrose, and since its chemical composition was different from that
of molasses, that was not classifiable under HSN 1703. Therefore, the Fitment Committee had

recommended to clarify that Rab (Rab-Salawat) falls under HSN 1702 attracting 18% GST.
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4.16 The next item presented pertained to issuance of clarification regarding products such as
fryums manufactured using the process of extrusion. The Fitment Committee recommended to
clarify that the item ‘fryums’ manufactured using the process of extrusion would fall under CTH

1905 attracting GST @ 18%.

4.17  She presented the next issue regarding clarification sought on applicable IGST rate on
items imported for petroleum operations under Notification No. 3/2017-Integrated Tax (Rate)
wherein the Fitment Committee had noted that the said Notification provided a concessional rate
of duty to such products which attracted a higher rate of GST when those goods were imported
for petroleum operations. The Fitment Committee recommended that a clarification could be

issued that a taxpayer could claim the lower rate for specific items as given in the Schedule.

4.18 The next item presented was for extending concessional rate of 5% on Ethyl alcohol
supplied to refineries for blending with motor spirit (petrol). JS TRU stated that the National
Policy on Biofuels — 2018 provided an indicative target of 20% ethanol blending under the
Ethanol Blended Petrol (EBP) Program by 2030. Further, during the Budget exercise of 2022-
23, additional Basic Excise Duty @ Rs. 2 per litre was levied on Unblended Petrol and
Unblended Diesel to promote blending in petrol and diesel in the country. The concessional
GST rate of 5% was available only to Oil Marketing Companies (OMCs) like IOCL, BPCL and
HPCL under entry 102A of Schedule I of Notification No. 1/2017-Central Tax (Rate) dated
28.6.2017. She submitted before the Council that keeping in view the implementation of the
Ethanol Blending Programme, and since concessional GST benefit was already given to OMCs
for blending ethanol with petrol, the proposal was to provide the same concessional GST rate of
5% on ethanol supplied to standalone petroleum refineries as well for blending with petrol in
order to provide a level playing field. She submitted that Fitment Committee had recommended
that the said entry 102A of Schedule I might be amended to include refineries in addition to Oil

Marketing Companies.

4.19 JS, TRU then informed the Council about agenda 3 (b) which pertained to the list of

goods where no change in GST rate had been recommended by the Fitment Committee.

420  The Hon’ble Chairperson then opened the floor for discussion except for pencil
sharpeners and by-products of milling of dal/pulses on which comments had already been made

by the Hon’ble Members.

421 The Hon’ble Member from Haryana stated that as per proposal on SUVs, a higher rate

of Compensation Cess would be applicable on motor vehicles which were popularly known as
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SUVs *and’ which satisfied all the other three conditions, viz. (i) the engine capacity exceeds
1500 cc (ii) the length exceeds 4000 mm; and (iii) the ground clearance was 170 mm and above.
He suggested that in case a sedan car which fulfilled all three conditions after and may also be
called an SUV so as to avoid any confusion, he suggested to remove the word ‘and’ in the
clarification being recommended by the Fitment Committee. He requested for a clarification in

that regard.

4.22  JS, TRU clarified that the definition of SUV had been carried forward from the Central
Excise regime and a vehicle to be called SUV, all four conditions need to be fulfilled and would

not cover sedan car accordingly.

4.23  The Secretary clarified that that proposal was for vehicles which were popularly known

as “SUV” and also fulfilled remaining three conditions to be classified as a SUV.

4.24  The Hon’ble Member from Haryana further stated that there was a category of cars like
Multi Utility Vehicle (MUV), which might also fulfil above conditions, but would not attract a

higher rate of tax since that was not called a SUV.

4.25 The Hon’ble Chairperson asked JS TRU from where the definition of SUV was derived.
JS, TRU responded that the definition of SUV was carried forward from the Central Excise
regime. The Hon’ble Chairperson enquired about how the issue of compensation cess in case of
other variants of vehicles like MUYV that were available in the market would be addressed. J S,

TRU responded that that aspect was yet to be seen.

4.26  The Chairman, CBIC suggested that other types of vehicles could also be included which
satisfy the other three conditions as pointed out by the Hon’ble Member from Haryana. The

Hon’ble Chairperson further enquired about the treatment of MUVSs under that proposal.

4.27  The Chairman, CBIC suggested that MUVs might also be included in the Explanation
for levy of higher rate of compensation cess @ 22% like SUVs. The Hon’ble Chairperson
enquired whether the suggestion of Chairman, CBIC would satisfy the query of the Hon’ble
Member from Haryana. The Hon’ble Member from Haryana responded that there was a need to
restudy this proposal and bring that back in the future GST Council meetings to avoid any

instances of tax evasion.

4.28  The Hon’ble Chairperson proposed that an additional line might be inserted in the

clarification that that was applicable only to SUVs and as regards other descriptions of vehicle
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like MUVs, the matter should be studied and brought back before the Council in the upcoming
meetings. The Hon’ble Member from Karnataka supported the view taken by the Hon’ble

Chairperson.

429  The Hon’ble Member from Uttar Pradesh, referring to the agenda item on ‘Rab’
suggested that both Jaggery and ‘Rab’ were made from sugarcane juice and were mostly used
by poor people. Thus the rate of GST on both Jaggery and Rab should be kept the same. He
further stated that Rab was not a raw. material for liquor preparation, so that should not attract

GST rate of 18%.

430 The Hon ble Chairperson clarified that the issue brought before the Council was only to
clarify the classification of Rab. And that the clarification was necessitated as certain States had
issued notices classifying Rab as similar to molasses under Chapter 1703 demanding 28% GST.
No new tax had been proposed on Rab. If the Hon’ble Member from Uttar Pradesh wanted to
propose a lower rate than 18% on Rab due to genuine reasons, that could be brought back before

the Council as a separate agenda in the upcoming meetings.

431 The Secretary clarified that the proposal was only for the purpose of clarification on
classification and applicable tax rate on Rab, as divergent tax rates were being made applicable
on that item across the States. As already stated by the Hon’ble Chairperson, the suggestion for
a lower tax rate on Rab could be brought back before the Council as a separate agenda in the

upcoming meetings.

432 The Hon’ble Member from Punjab stated that the tax rate on ethyl alcohol supplied to
refineries for blending with motor spirit (petrol) should not be decreased to 5% as it would lead

to tax evasion in the State.

433 The Secretary clarified that the concessional GST rate of 5% was available only to Oil
Marketing Companies (OMCs). The proposal was to provide the same concessional GST rate of
5% on ethanol supplied to standalone petroleum refineries as well for blending with petrol in
order to provide a level playing field, keeping in view the implementation of the Ethanol

Blending Programme.

434 The Secretary to the Council also clarified that the rate on Pencil Sharpener was increased
from 12% to 18% on the basis of recommendation of GoM to rectify inverted duty structure and
to address the inconsistency. The Hon’ble Chairperson further clarified that the proposal was
only for removal of inversion in duty rate structure and to streamline the tax structure on the

item. She stated that the inversion scenario on the item, quantum of refunds being given etc.
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could be examined in detail by the Fitment Committee and then a fresh proposal brought as to

whether a lower rate of GST on pencil sharpeners could be considered.

4.35  Further, the Secretary stated that the Council may approve the existing proposals in
Agenda-3 (a) whereas the issues raised by the Members regarding the lower tax rate on pencil
sharpener; compensation cess on vehicles which were similar to SUV and fulfilling the
mandated conditions; and lower GST rate on Rab would be taken up in the upcoming GST

Council meetings after detailed deliberation by the Fitment Committee.

4.36 The Hon’ble Chairperson instructed that issues regarding enhanced Compensation Cess on
vehicles which were similar to SUV, rate of tax on Rab and on pencil sharpeners because of duty
inversion would be examined by the Committee again and brought back to the Council for

decision as fresh proposals.
The Council approved the proposals as detailed in Agenda 3(a).

4.37 JS, TRU further informed the Council that no change was being proposed in the tax rates
of items mentioned in agenda 3(b), while agenda 3(c) contained list of goods on which decision

has been deferred for upcoming GST Council meetings.

4.38 The Hon’ble Member from Puducherry requested to reduce the GST rates from 18% to
12% on the items like water pump set, kitchen ware and spoon mentioned in agenda 3(b)
respectively as farmers are totally dependent on ground water and no other source of water is

available with them while kitchen items are used by common public specially by the women.

4.39  The Secretary clarified that these tax rates were adopted on the recommendations of the
GoM/Fitment Committee to remove the inverted duty structure and he requested the Hon’ble
Members that such issues should not be reopened so early with a view to providing certainty

and consistency in tax policy.

4.40  The Hon’ble Member from Puducherry stated that the current system did not provide a
mechanism to States/UTs to present their views and concerns before the Fitment Committee or
GoM.

4.41  The Hon’ble Chairperson stated that the Hon’ble Member from Puducherry could raise
his concerns to the Council in writing and the Fitment Committee would examine these concerns

afresh in detail. As of now the agendas 3 (b) and 3 (c) could be approved.

The Council approved the proposals as detailed in Agendas 3 (b) and 3(c).
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4.42 JS, TRU further presented the agenda 3(d) i.e., Recommendations made by the Fitment
Committee for making changes in GST rates or for issuing clarifications in relation to services.

She presented the following issues-

e To extend validity of GST exemption on Viability Gap Funding (VGF) paid to Selected
Airline Operators (SAOs) for operating flights under Regional Connectivity Scheme (RCS)
for further period

« Omission of entry 23A of Notification No. 12/2017-CTR dated 28.06.2017 which provides
exemption to the service by way of access to a road or a bridge on payment of annuity.

e To clarify the applicability of GST on revenue apportioned by Indian Railways (IR) to SPVs
and O&M costs charged by Indian Railways from SPVs.

o To clarify applicability of GST on Air Force Officers Mess.

e To clarify whether GST is applicable on the incentive paid by MEITY to the Banks under
the Scheme for promotion of RuPay Debit Cards and low value BHIM-UPI transactions.

e To clarify the applicability of GST when the residential dwelling is rented by a person who
is the proprietor of a proprietorship firm in his personal capacity for use as his own residential
dwelling. The proposal was to amend the entry as well as insert an Explanation to the entry
No. 12 of Notification No. 12/2017-CTR

e To specify a positive list of services under Sr. No. 3 & 3A of Notification No. 12/2017-
Central Tax (Rate).

4.43 The Secretary informed the Council that on the issue of clarificatory circular regarding
applicability of GST on Air Force Officers’ Mess, a suggestion was received during the officers’
meeting to include similarly placed messes also. He stated that if the Council agrees, the
proposed circular may be suitably amended to include similarly placed messes.

4.44 JS, TRU informed the Council that pursuant to the suggestions received in the Officers’
meeting it was proposed that only Explanation could be inserted in entry No. 12 of Notification
No. 12/2017-CTR and the same could be issued only in respect of proprietorship concern, if
agreed to by the Council. Further, it could be clarified that incentives paid to banks under the
scheme for promotion of RuPay Debit Cards and BHIM-UPI transactions were in the nature of

subsidies and thus, not taxable.

4.45 The Hon’ble Member form Tamil Nadu informed that in the meeting at Chandigarh, the
State of Tamil Nadu had raised some concerns and submitted a list of concerns in writing also
regarding positive list of services. He stated that where all States, Central and Local bodies
service procurements were exempt, then imposing a list of positive services would result in
additional expenditure and that might be seen as discriminatory against the local Self-
Governance Principle. He suggested to leave the entire schedule as exempt for States, Central

and Local bodies rather than specifying a positive list.
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4.46  The Hon’ble Member from Maharashtra suggested that a positive list of services should
be specified to avoid ambiguity. Otherwise, States would have to come to Council every time

for clarification.

4.47 The Hon'ble Member from Telangana sought exemption for minor irrigation
work/maintenance services of minor irrigation tanks from GST as State of Telangana had around
46,000 minor irrigation tanks through which 25 lakh acres of land was being irrigated every year
which attracted meagre or almost NIL material component. He further requested exemption of
the Public Distribution System (PDS) related services like custom milling and transportation

services from GST.

4.48 The Hon’ble Member from Delhi requested to follow the lists of functions enumerated
in the Eleventh and Twelfth Schedules to Article 243G and Article 243W respectively and if
there were instances of tax evasion then the Council can issue some clarifications rather than
pruning the said lists. He stated that bringing a positive list would create a lot of ambiguity and

confusion.

4.49  The Hon’ble Member from Karnataka suggested that if there were any other additional
services then the Council should take that as specific cases. However, all the services which are

as per the Constitution should be kept untouched.

4.50  The Hon’ble Member from West Bengal also suggested that there was no requirement
to prune the list of services and all functions as listed out in Articles 243G and 243W of the

Constitution should be exempted.

4.51  The Hon’ble Member from Uttar Pradesh, Gujarat, Goa, Tripura and Assam supported

the proposal of the Fitment Committee to have a positive list of specified Services.

4.52  The Hon’ble Member from Andhra Pradesh requested to exempt pure manpower
services which were hired by the Government or Government agencies and that in case of local
bodies, entire services mentioned in Eleventh and Twelfth Schedules of the Constitution should

be exempted.

4.53  The Hon’ble Member from Kerala suggested to take the issue later as it required more

discussion.
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4.54 The Secretary stated that in GST regime there were no end use-based exemption in case
of supply of goods to Government. However, in case of services during the Service Tax regime,
the tax was collected by the Centre and appropriated by the Centre. Thus, there were certain end
use-based exemptions available in case of specific services rendered to Central and State
Governments. Under GST regime, the distinction between the Goods and the Services had been
removed. He opined that end use exemption in the case of services should also be not there. He
stated that the list of 12 services identified by the Fitment Committee covers 90% of the services
rendered by the local authorities. Further, he suggested that certain works like construction of
tanks etc. had more component of goods and including them would make it difficult for the tax
authorities to ascertain whether it was supply of goods or services. Accordingly, the Council had

recommended to come up with a pruned list of services under positive list.

455 The Hon’ble Member from Tamil Nadu stated that he did not agree that there was
consensus on the issue and suggested that vote might be taken on the matter. He also requested

that his dissent might be taken on record.

456 The Hon’ble Members from Delhi, Kerala, Andhra Pradesh and West Bengal stated that
they did not agree with the proposal of the Fitment Committee to specify a positive list of

services under Sr. No. 3 & 3A of Notification No. 12/2017-Central Tax (Rate).

457 The Hon’ble Chairperson, after duly considering the views of the Hon'ble Members,
decided to postpone the discussion on the positive list of services for upcoming Council

meetings.

The Council decided that all proposals under agenda item 3(d) were approved except the
issue of specifying a positive list of services under Sr. No. 3 & 3A of Notification No.

12/2017-Central Tax (Rate) which was deferred.

458 IS, TRU then presented Agenda 3(e) where no changes were recommended by the

Fitment Committee in respect of certain services.
4.59 The Secretary requested for comments from the Hon’ble Members on Agenda item 3(e).
4.60 The Hon’ble Member from Maharashtra raised the issue of GST rate on under

construction apartments. In the same building, there were both residential units where no ITC is

available as well as commercial units where ITC is available. He informed that it was very
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difficult to keep proper accounting in this scenario. He suggested that in case of residential

building with mixed use, there should be uniform 10% GST with ITC on construction service.

The Council approved the proposals in Agenda 3(e).

4.61 IS, TRU further informed the Council that agenda 3(f) was regarding four issues which
had been deferred.

The Council approved the proposals in Agenda 3(f).

4.62  The Hon’ble Members from Odisha and Telangana requested to exempt the levy of GST
of 18% on Tendu leaves because it was a matter involving the livelihood of tribal people.
Further, the Tendu leaves were used only in Bidi making which was leviable to GST @ 28%

and there was no possibility of inverted duty structure.

4.63  The Hon’ble Chairperson requested the Hon’ble Members from Odisha and Telangana
to forward their submissions to the Fitment Committee which in turn would study the issue in

detail.

5._Agenda item 4: Report of the Committee on Levy of penal interest on delayed

remittances of GST by the Banks to the Government Accounts in RBI during the initial
period of GST implementation

The Secretary presented the Agenda No. 4 pertaining to the Report of the Committee on
Levy of penal interest on delayed remittances of GST by the banks to the Government Accounts
in RBI during the initial period of GST implementation and informed that this agenda was
presented by the Joint Secretary, GST Council Secretariat during the officers meeting held on
16.12.2022 and there was unanimous acceptance by everyone on the proposal being made in

that agenda (The detailed presentation attached as Annexure-5).

The Council took note of the same and approved the agenda.

6. Agenda item 5: Performance Report of the NAA (National Anti-Profiteering Authority)

for the 1st quarter (April, 2022 to June, 2022) and 2nd quarter (July, 2022 to September,
2022) along with monthly performance report for the month of October, 2022 and

November, 2022 for the information of the Council

Page 18 of 131

Minutes of 48th GST Council Meeting 18




5

MINUTE BOOK

The Secretary presented the Agenda No. 5 regarding performance report of National
Anti-Profiteering Authority (NAA) for the 1* quarter (April, 2022 to June, 2022) and 2™ quarter
(July, 2022 to September, 2022) along with monthly performance report for the month of
October and November, 2022 for the information of the Council and informed the Council that
work of NAA had been shifted to Competition Commission of India from 01.12.2022 as per the

decision of the GST Council in its 45" meeting.

The Council took note of the same and approved the agenda.

7. Asenda Item 06: Ad-hoc Exemptions Orders issued under Section 25(2 of the Customs

Act, 1962 to be placed before the GST Council for information

7.1 The Secretary presented the Agenda No. 6 i.e., Ad-hoc exemption orders issued under
Section 25(2) of the Customs Act, 1962 to be placed before GST Council for information. He
informed that in the 26" meeting of the GST Council held on 10.03. 2018, it was decided that
all ad-hoc exemption orders issued with the approval of the Honble Finance Minister as per the
guidelines contained in Circular No. 09/2014-Customs dated 19.08. 2014 as was the case prior
to the implementation of GST, shall be placed before the GST Council for information. The
Secretary informed the Council that three Ad-hoc exemption orders had been issued since last

meeting of the GST Council.
72 The Hon’ble Member from Tamil Nadu suggested the word ‘for information” be replaced
with ‘deemed ratification’ in case of ad-hoc exemption orders.

T3 The Hon’ble Member from Goa suggested that it would not make any fundamental
difference whether it was ‘for information® or ‘deemed ratification’. He suggested that present
practice of placing ad-hoc exemption orders issued under Section 25(2) of the Customs Act,

1962 before the GST Council for information could be continued.

The Council took note of the ad-hoc exemption orders issued.

8. Agenda Item 7: Issues recommended by the Law Committee for the consideration of
the GST Council

The Secretary 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
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detail in the Officers’ Meeting held on 16" December, 2022 and there was an agreement in the
Officers’ meeting on most of the issues. He stated that in the Officers’ meeting, concerns were
raised on the agenda item pertaining to deletion of clause (d) of sub-rule (14) of Rule 138 of
CGST Rules which was proposed for providing a uniform threshold for intra-state movement of
goods and it was suggested that the agenda item need not be considered for approval by the
Council. He requested Principal Commissioner, GST Policy Wing to make a presentation on the
recommendations of the Law Committee and the discussions held in Officers’ meeting on 16
December, 2022 on the same. The Principal Commissioner, GST Policy Wing accordingly made
the detailed presentation (attached as Annexure-4) giving overview of the recommendations

made by the Law Committee and the discussions in Officers’ meeting on the said agenda.

8.1 _Agenda Item 7(i): Amendment in the CGST Rules, 2017 for Aadhaar based Biometric
authentication of the registrants

. Biometric-based Aadhaar authentication and physical verification for new registration

8.1.1  Principal Commissioner, GST Policy Wing informed that Rule 8 (4A) of the CGST
Rules, 2017 inserted vide Notification No. 94/2020-Central Tax dated 22.12.2020 provided for
biometric-based Aadhaar authentication but the said provision is yet to be notified. He informed
that the GoM on GST System Reforms in its first report had approved the proposal to improve
the registration process by using mandatory biometric authentication for high-risk applicants for
registration under GST and the pilot project is to be conducted in the State of Gujarat. The GoM
had recommended mandatory physical verification only in case of high-risk applicants in cases
where the Aadhaar authentication is not opted for or has failed. The issue was deliberated by the
Law Committee and it had recommended mandatory physical verification in all cases where the

Aadhaar authentication is not opted for or has failed.

8.1.2 Law Committee recommended substitution of Rule 8 (4A) of the CGST Rules, 2017 in
order to mandate biometric-based Aadhaar authentication for high-risk applicants who opt for
authentication of Aadhaar number. Further, Law Committee recommended insertion of sub-rule
(4B) in Rule 8 of the CGST Rules, 2017 to provide for exemption from biometric-based Aadhaar
authentication in States/UTs where the pilot project is not being undertaken. It also
recommended amendment of sub-rule (5) of Rule 8 of the said Rules in order to provide that
acknowledgement shall be issued to the applicant only after completion of biometric-based

authentication. In addition, Law Committee recommended amendment to said Rule 9 to provide
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for mandatory physical verification of an applicant who has undergone biometric-based Aadhaar
authentication and is identified on the common portal, based on data analysis and risk
parameters. The Principal Commissioner, GST Policy Wing further mentioned that Law
Committee had also recommended that the above amendments to Rules 8(4A), 8(5) and 9 may
be made only in Gujarat SGST Rules, 2017 and in the CGST Rules, 2017 at this stage. He added
that Rule 8(4B) needs to be introduced only in the CGST Rules, 2017 and that Centre will need
to issue a Notification under Rule 8(4B) for specifying all States and UTs, except State of

Gujarat, where provisions of Rule 8(4A) will not apply.

8.13 The Hon’ble Member from Haryana stated that at present, the time limit for verification
of registration applications in non-Aadhaar cases is 30 days and he requested that the time limit
for such non-Aadhar based verification be raised to 90 days as many fake companies get deemed
registered after a period of 30 days. He requested the council to increase the time limit for
verification to either 90 days or to 60 days in order to enable the officers to physically verify

those companies.

8.1.4 The Secretary clarified that the time limit for processing of the application of registration
in cases, where Aadhaar number was not authenticated, had been kept at 30 days in line with

ease of doing business for providing registration as quickly as possible.

. Incorporation of details of electricity bill and property registration in FORM GST REG-

01

8.1.5 Principal Commissioner, GST Policy Wing informed that the Group of Ministers on GST
System Reforms in its first report had approved the proposal to include Electricity Bill meta data
(CA No.) as a data field during registration by new taxpayers and that the CA Number shall be
verified to improve the quality of registered address. The States of Maharashtra and Madhya
Pradesh had agreed to carry out the pilot project for the same. Besides, the State of Madhya
Pradesh had also volunteered for the pilot project for validation of the property registration

details from the Land Revenue department.

8.1.6 The issue was deliberated by the Law Committee and recommended that the details of
Electricity consumer account number (CA Number) and Property registration be sought under
State Specific Information at SI. No. 24 of F ORM GST REG-01. It further recommended that
the details of Electricity CA Number could be notified under said Sl. No. 24 by the State of
Maharashtra and details of Electricity CA Number and property registration could be notified

under said SI. No. 24 by the State of Madhya Pradesh.
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