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Minutes of the 40th GST Council Meeting held on 12th June, 2020 

The 40" meeting of the GST Council (hereinafter referred to as 'the Council') 

was held on 12" June 2020 through video conference under the Chairpersonship of 

Hon'ble Finance Minister, Smt. Nirmala Sitharaman (hereinafter referred to as the 

Chairperson). A list of the Hon'ble MembersMmisters of the Council who attended the 

meeting is at Annexure 1. A list of officers of the Centre, the States, the GST Council, 

the Goods and Services Tax Network (GSTN) who attended the meeting is at Annexure 

2. 

2. The following agenda items were listed for the discussion in the 4ofh Meeting of 

- the Council: 

Confirmation of the Minutes of 39fh GST Council Meeting held on 1 4 ~ ~  

March 2020 

Review of Revenue Position I 
Issues recommended by the Law Committee for the consideration of the GST 

Council 

i. Amendment in CGST Rules to prescribe the rates for Composition 

Scheme under Section 1 O(2A) 

ii. Proposal to issue Removal of difficulty order for extending the I 
time limit for revocation of cancellation of registration 

iii. Notification of provisions of the Finance Act, 2020 amending 

various sections of the CGST Act and the IGST Act I 
iv. Reduction of late fees and rate of interest for small taxpayers I 

(taxpayers with aggregate turnover up to Rs. 5 crore) for the tax1 

period May, 2020, June, 2020 and July, 2020 I 
v. Reduction in rate of interest for delay in payment of GST for 

remaining part of Financial Year 2020-2 1 

vi. Reduction in late fees for FORM GSTR3B for months from July, 

201 7 to January, 2020 - One time amnesty to clean up pendency in I 
return filing in GST regime 

Deemed ratification by the GST Council of Notifications, Circulars and 

Orders issued by the Central Government 
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5 .  Decisions of the GST Implementation Committee (GIC) for information of 

the Council 

6. Decisions/Recornmendations of the IT Grievance Redressal Committee for 

information of the Council 

7. Creation of State and Area Benches of the Goods and Services Tax Appellate 

Tribunal (GSTAT) for the State of Uttar Pradesh 

8. Quarterly Report of the National Anti-Profiteering Authority (NAA) for the 

quarter January to March 2020 for the information of the GST Council 

9. Constitution of Grievance Redressal Committee at CBIC Zonal / State level 

for redressal of grievance of taxpayers on GST related issues 

9A. Inverted Rate Structure in GST- Correction of inverted rates on certain key 

sectors 

10. Any other agenda item with the permission of the Chairperson 

i. Sharing of GST data with Comptroller and Auditor General of 

India for the purposes of GST audit 

ii. Discussion on Compensation to States. 

1 1. Date of the next meeting of the GST Council 

'reliminary discussion 

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

;ecretary to the GST Council (hereinafter referred to as the Secretary) to begin the - -  

roceedings. The Secretary welcomed everyone to the 4oth GST Council meeting. He, 

m behalf of the Council, welcomed Shri Narottam Mishra, Hon'ble Minister for Home 

ad Public Health and Family Welfare, nominated from the State of Madhya Pradesh and 

jhri James K. Sangma, Hon'ble Minister for Taxation, nominated from the State of 

deghalaya. 

i.1 After the preliminary discussions, the Hon'ble Chairperson asked the Secretary to 

ake up the individual Agenda Items for consideration of the Council. 

igenda Item I: Confirmation of the Minutes of the 39th GST Council Meeting held 

In 14th March 2020 

i. The Secretary informed that the first Agenda Item was the confirmation of the 

dinutes of the 3gfh GST Council Meeting (hereinafter referred to as Minutes) held on 
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14& March, 2020 at New Delhi. He stated that e Minutes was circulated to all the 

States in advance and comments have been received from the States of Gujarat and 

Puducherry suggesting the following changes. 

i. The State of Puducherry suggested that in paragraph 8.5 of the Minutes, in the 

second sentence, to replace the presently recorded version (That compensation is 

a solemn commitment by GST Council to the States and the State budget has been 

planned keeping in view the 14% cess money) with the following version: " That 

compensation is a solemn commitment by GST Council to the States and the State 

budget has been planned keeping in view the 14% growth". 

ii. The State of Gujarat suggested that in paragraph 8.7, to replace the recorded 

version (The Hon7ble Deputy Chief h&nister of Gujarat requested that the wrong 

use of C forms has resulted in a loss of about 13 to 14% which should not be 

allowed and this matter be take up as an Agenda Item in the next Council 

meeting) with the following version: "The Hon'ble Deputy Chief Minister of 

Gujarat requested that there is need for amendment in the Central Sales Tax Act, 

1956. Letter containing detailed note for amendment in the relevant section of the 

CST Act is already sent to the Govt. of India. Wrong use of C-Forms is causing 

loss of CST revenue to many states. Other states have also agreed to prevent 

wrong use of C-FORM and therefore, the Central Government should bring 

amendment immediately. If need be, the matter may be discussed in the Council 

meeting." 

iii. The State of Puducherry suggested that in paragraph 13.9, the statement 

(Commissioner, State tax, Puducherry mentioned that this was debated in the 

Officer's Meeting on 13.03.2020 and this debate is resulting in delaying the 

decision and cases are piling up) with the following version: "Chief 

Commissioner, State tax, Gujarat mentioned that this was debated in the Officer's 

Meeting on 13.03.2020 and this debate is resulting in delaying the decision and 

cases are piling up." 

4.1 The I-Ion'ble Minister, Commercial Tax from Chhattisgarh requested that his 

name in paragraph 4.23 had been wrongly mentioned (Shri K.P. Singh Deo) and should 

be corrected as "Ski T.S. Singh Deo". 

CHAIRMAN'S 
INITIALS 
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1.2 The Hon'ble Minister from Odisha suggested that in paragraph 11.8, to replace 

;he sentence (The Hon'ble Member fiom Odisha further stated that the 18% GST on job 

rvork will not impact the price of liquor because this depends upon the relationship 

setween the brand owner and the contract bottling unit.) with the following version : " 

The Hon'ble Member from Odisha further stated that the 18% GST on service of job 

work will not impact the price of liquor because this depends upon the relationship 

3etween the brand owner and the contract bottling unit." He also stated that this view had 

3een recommended by the Fitrnent Committee and was accepted by all the States barring 

me or two States. He further stated that since the matter is not pendente lite, the issue 

:odd not be decided by the Hon'ble Court. The Secretary stated that presently the 

Minutes of the 3gfh GST Council were being discussed and that the final view was not 

3eing taken. The Joint Secretary (TRU-11) stated that there was a difference of opinion 

Dong the States. While some States felt alcoholic liquor for human consumption being 

jutside GST, its job work too cannot be subjected to GST. Some other States felt that 

ilcoholic liquor for human consumption could not be equated with food. The Hon'ble 

Member from Karnataka was of the view that instead of leaving the matter to the 

udiciary, it needed to be decided whether alcoholic liquor for human consumption was 

ood or not. He hrther suggested that the Council may take it up as an agenda and 

jiscuss it threadbare so as to remove any confusion. The Hon'ble Chairperson stated that 

here was merit in what the Hon'ble Minister from Odisha had stated that the matter was 

lot sub judice and that the Council should take an executive decision in the matter by 

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

The Hon'ble Member from Tamil Nadu suggested the following changes: 

i. In paragraph 13.3, their view/suggestion may be recorded after the sentence (This 

opinion was seconded by the Hon'ble member from Gujarat), "Tamil Nadu was of 

the view that levy of interest on delayed payment of taxes to be made on net cash 

tax liability should be given effect retrospectively from 01.07.2017." 

ii. In paragraph 13.5, to add after the sentence (He informed that in fact, based on an 

analysis done, below Rs.5 crore limit, the additional tax recovered from each tax 

payer was Rs 13,000 per tax payer whereas the compliance cost was appx. 

Rs.50,000) "Tamil Nadu had supported and welcomed the ameliorative measures 

taken for ease of doing business by enhancing the turnover limit upto Rs.5 crore 
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for filing annual returns in Form GSTR-9 and reconciliation statement in Form 

GSTR-9C. 

iii. In paragraph 13.9, to add after the sentence (There can also be a senior lawyer 

who can be designated as a judicial member) "'Tamil Nadu expressed strong 

reservations against the proposed amendments to sections 109 and 110 of the 

CGST Act with reference to the appointment of technical members in the GST 

Tribunals. These amendments seek to replace two technical members by one, 

leaving the option to choose a Central Technical member or State Technical 

Member to the Government of India. Tamil Nadu was of the view that the 

National Bench of the Appellate Tribunal and its Regional Benches may consist 

of Judicial Member and a Technical Member (Central) and in State Bench of the 

Appellate Tribunal and its Area Benches must consist of Judicial member and a 

Technical member (State)." 

iv. In paragraph 10.9 of the Minutes to add after the last sentence (He pointed out 

that the Fitment Committee had already deliberated on issue and recommended 

uniform rate of 12%, he urged the council to take a decision on the same and not 

keep it pending.) 'Xe further stated that in their State, they have been receiving 

numerous representations from the trade associations dealing with food grains 

complaining that the tax authorities are demanding tax for delayed filing of 

disclaimer affidavit before the jurisdictional Commissioner, voluntarily foregoing 

the actionable claim or the enforceable rights on their brand name. The intentior 

of issuing such notification for filing disclaimer affidavit is to grant exemption or 

the supply of food grains having unregistered brand name. However, the delay ir 

filing such affidavit should not be a ground for levy and collection of tax on the 

supply of food grains. He urged the Hon'ble Chairperson to kindly issue 

guidelines to condone the delay in filing the disclaimer affidavit and not to raise 

demands on that ground. He also suggested that the distinction between branded 

and unbranded food grains should be completely done away with as mosl 

taxpayers have switched to unbranded category by filing affidavits and 

consequently the loss to exchequer on account of removal of the distinction will 

not be much. He also urged the Hon'ble Chairperson to kindly consider the 

remaining representations forwarded to the Council on the grounds ol 

rationalization of tax, items of essential use by common man, items for the benefil 
CHAIRMAN'S 
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of farmers and fishermen, items made by small artisans and items relating to 

religious sentiments at the earliest." 

4.4 The Hon'ble Member from Tamil Nadu further stated that their proposal as 

mentioned in paragraph 25.6 of the draft Minutes of the 39& GST Council Meeting as 

approved by the Council had not yet been given effect to stating that the Law Ministry is 

yet to accept the proposal. He, therefore, brought this to the kind notice of Hon'ble 

Chairperson for necessary further action in the matter. 

4.5 The Hon'ble Minister from Goa reminded the Hon'ble Chairperson that the 

Minutes of the 39& GST Council meeting did not reflect that it was agreed to instruct the 

GST Intelligence Unit, Hyderabad not to initiate action against the casinos in the State of 

Goa till it was decided whether GST was required to be levied on the h l l  amount or on 

the gross gaming revenue as has always been done in the pre GST era. This was for the 

reason that casinos in Goa were on the verge of closure. That they were a very important 

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

issue and that the issue could be brought directly to the GST Council. On being informed 

by the Joint Secretary, GST Council Secretariat that this issue was minuted in the 3Sth 

GST Council meeting, the Hon'ble Chairperson instructed that an addendum to this effect 

in respect of the same may be issued. 

4.6 The Hon'ble Member from Madhya Pradesh stated that they were grateful that the 

State had been given Rs.1,386 crore as compensation and the borrowing limit had also 

been raised fiom 3% to 5% of Gross State Domestic Product (GSDP). He, however, 

requested that conditionalities attached to the raising of the borrowing limit may be 

relaxed. He further stated that he was looking after the departments of Home and Health 

and during his meeting with industrialists he had learnt that medical equipment used in 

the fight against COVID attracted GST and had not been given any benefitslexemption. 

He further stated that builders have to pay GST of 12% while refund is granted only after 

the buildings are sold. He requested to reduce the GST on infrastructure projects to 9%. 

4.7 The Hon'ble Member fiom Uttar Pradesh stated that he wished to state that there 

was an amendment in the approval granted by the Council in paragraph 16 of the Minutes 

of the 39& GST Council meeting for setting up of State and Area benches of GSTAT in 

the State of Uttar Pradesh. The Secretary informed him that this could be discussed 

subsequently as a separate Agenda Item No.7. The Hon'ble Member from Uttar Pradesh 

6 
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stated that he was grateful to FM for having released a compensation amount of Rs.2200 

crore to the State. He fbrther brought to the notice of the Hon'ble Chairperson that in the 

earlier GST Council meetings he had made certain requests concerning pan masala, brick 

kilns and mentha-oil on which no decision had yet been taken. He felt that the issues 

concerning the above three items needed to be addressed in order to gamer more revenue. 

He felt that as a policy matter any issue which is discussed in any GST Council meeting, 

its action taken should be placed before the subsequent Council meetings. 

4.8 The Hon'ble Member from West Bengal stated that the present Agenda included I 
several routine matters which are reporting matters. These may be assumed to have been 

passed. There are only two-three vital issues which need to be discussed, viz., 

compensation to States and correction of hverted duty structure. The Hon'ble Chief 

Minister of Puducherry stated that there are several procedural matters in the present 

Agenda, put up only for the information of the Council. However, the major items are the 

revenue loss and compensation to be given to States, increase in tax on certain items. 

Both Centre and States are facing a difficult situation on account of Corona crisis. The 

earlier regime of Sales tax, which was a major source of revenue for the States has now 

been replaced with GST and accordingly States are dependent on GST for revenue and 

also on compensation given by the GST Council. Smaller States are more dependent on 

compensation. Most States have lost revenue during the period March to May 2020. 

Therefore, more time should be given for discussing the revenue loss arising fiom the 

lock-down consequent to the Corona crisis. The Hon'ble Deputy Chief Minister of Bihar 

requested to take up the issues Agenda wise as procedural issues do not take much time 

to discuss. The Hon'ble member fiom Jharkhand expressed his gratitude to Hon'ble 

Chairperson for having released compensation for the period till February 2020. 

However, they were in dire need for compensation for the subsequent months of March - 

May 2020. He further stated that he supported the Hon'ble Member from West Bengal 

and Puducherry and that compensation and revenue should be discussed. 

The Secretary requested that before the Council take up Agenda Item 2, th .I 
minutes may be confirmed. 

5 .  For Agenda item 1, the Council approved the Minutes of the 39th GST Counci 

meeting with the following changes: 
CHAIRMAN'S 

INITIALS r Minutes of 40th GST Council Meeting



M I N U T E  BOOK 

5.1. To correct the name of the Hon'ble Minister in paragraph 4.23 of the Minutes 

Erom 'Shri K.P. Singh D ~ o '  to 'Shri T.S. Singh Deo'. 

5.2. To add the following paragraph after paragraph 6 of the Minutes, "6A. The 

Hon'ble Minister from Goa reminded the Hon7ble Chairperson that the draft Minutes of 

the 39th GST Council meeting did not reflect that it was agreed to instruct the GST 

Intelligence Unit, Hyderabad not to initiate action against the casinos in the State of Goa 

till it was decided whether GST was required to be levied on the full amount or on the 

gross gaming revenue as has always been done in the pre GST era. This was for the 

reason that casinos in Goa were on the verge of closure. That they were a very important 

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

issue and that the issue could be brought directly to the GST Council." 

5.3. To replace the sentence 'That compensation is a solemn commitment by GST 

Council to the States and the State budget has been planned keeping in view the 14% cess 

money7 in paragraph 8.5 of the Minutes with 'That compensation is a solemn 

commitment by GST Council to the States and the State budget has been planned keeping 

in view the 14% growth'. 

5.4. To replace the sentence 'The Hon'ble Deputy Chief Minister of Gujarat requested 

that the wrong use of C forms has resulted in a loss of about 13 to 14% which should not 

be allowed and this matter be take up as an Agenda Item in the next Council meeting7 in 

paragraph 8.7 of the Minutes with 'The Hon7ble Deputy Chief Minister of Gujarat 

requested that there is need for amendment in the Central Sales Tax Act, 1956. Letter 

containing detailed note for amendment in the relevant section of the CST Act is already 

sent to the Govt. of India. Wrong use of C-Forms is causing loss of CST revenue to many 

states. Other states have also agreed to prevent wrong use of C-FORM and therefore, the 

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

be discussed in the Council meeting'. 

/ 
CHAIRMAN'S 

INITIALS 

5.5. To add after the last sentence in paragraph 10.9 of the Minutes, "He further stated 

that in their State, they have been receiving numerous representations from the trade 

associations dealing with food grains complaining that the tax authorities are demanding 

tax for delayed filing of disclaimer affidavit before the jurisdictional Commissioner, 

voluntarily foregoing the actionable claim or the enfor~eable rights on their brand name. 

The intention of issuing such notification for filing disclaimer affidavit is to grant 
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exemption on the supply of food grains having unregistered brand name. However, the 

delay in filing such affidavit should not be a ground for levy and collection of tax on the 

supply of food grains. He urged the Hon'ble Chairperson to kindly issue guidelines to 

condone the delay in filing the disclaimer affidavit and not to raise demands on that 

ground. He also suggested that the distinction between branded and unbranded food 

grains should be completely done away with as most taxpayers have switched to 

unbranded category by filing affidavits and consequently the loss to exchequer on 

account of removal of the distinction will not be much. He also urged the Hon'ble 

Chairperson to kindly consider the remaining representations forwarded to the Council on 

the grounds of rationalization of tax, items of essential use by common man, items for the 

benefit of farmers and fishermen, items made by small artisans and items relating to 

religious sentiments at the earliest." 

5.6. To replace the sentence 'The Hon'ble Member from Odisha further stated that the 

18% GST on job work will not impact the price of liquor because this depends upon the 

relationship between the brand owner and the contract bottling unit' in paragraph 1 1.8 of 

the Minutes with "The Hon'ble Member fiom Odisha M h e r  stated that the 18% GST on 

service of job work will not impact the price of liquor because this depends upon the 

relationship between the brand owner and the contract bottling unit." 

5.7. To add in paragraph 13.3 of the Minutes, after the sentence "This opinion was 

seconded by the Hon'ble member fiom Gujarat", "Tamil Nadu was of the view that levy 

of interest on delayed payment of taxes to be made on net cash tax liability should be 

given effect retrospectively from 01.07.201 7." 

5.8. To add after the sentence 'He informed that in fact, based on an analysis done, 

below Rs.5 crore limit, the additional tax recovered from each tax payer was Rs 13,000 

per tax payer whereas the compliance cost was appx. Rs.50,000' in paragraph 13.5 of the 

Minutes, "Tamil Nadu had supported and welcomed the ameliorative measures taken for 

ease of doing business by enhancing the turnover limit upto ~s.5'crore for filing annual 

returns in Form GSTR-9 and reconciliation statement in Fom GSTR-9C. 

5.9. To add after the sentence 'There can also be a senior lawyer who can b 

designated as a judicial member' in paragraph 13.9, of the Minutes, "Tamil Nad 

CHAIRMAN'S expressed strong reservations against the proposed amendments to sections 109 and 1 10 

of the CGST Act with reference to the appointment of technical members in the GS 
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ribunals. These amendments seek to replace two technical members by one, leaving the 

ption to choose a Central Technical member or State Technical Member to the 

rovernment of India. Tamil Nadu was of the view that the National Bench of the 

.ppellate Tribunal and its Regional Benches may consist of Judicial Member and a 

echnical Member (Central) and in State Bench of the Appellate Tribunal and its Area 

enches must consist of Judicial member and a Technical member (State)." 

-10. To replace the sentence 'Commissioner, State tax, Puducherry mentioned that this 

ras debated in the Officer's Meeting on 13.03.2020 and this debate is resulting in 

slaying the decision and cases are piling up' in paragraph 13.9 of the Minutes with 

3hief Cornmissioner, State tax, Gujarat mentioned that this was debated in the Officer's 

leeting on 13.03.2020 and this debate is resulting in delaying the decision and cases are 

iling up'. 
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Agenda Item-2: Review of Revenue Position 

6. The Secretary invited Shri Ritvik Pandey, Joint Secretary, Revenue to brief the 

Council on the subject. He initiated the discussion by inviting the attention of the 

Council to the broad numbers. He firstly drew attention to Table 1 of the Agenda Note 

where the various components of GST have been shown for the years 201 7-1 8,201 8-1 9, 

2019-20 and for the two months of April and May 2020-21. He highlighted that in the 

last financial year the total GST collections were Rs. 12,22,116 crore as against which 

Rs.94,323 crore gross revenue have been collected in the first two months of the current 

fiscal. Then, he explained the collections under IGST and its apportionmentlsettlement as 

shown in Table 2 of the Agenda Note. It was explained that the amount collected under 

IGST in the first two months of the current fiscal was about Rs.52,732 crore of which 

Rs. 1 1,334 was refimded. Of the remaining, Rs.22,766 crore was apportioned/settled 

between the Centre and all the States/UTs through the normal settlement route due to 

return filing. It was witnessed in the past few months there was no need to do any ad hoe 

settlement because of change in the rules of cross utilization of IGST credit. But in the 

months of Apri1'20-May'20 a net balance of Rs 18,632 crore was present mainly because 

the returns were deferred especially for smaller tax payers who are at the end of the value 

add chain. Therefore some IGST would have been paid but the credit would not have 

been taken since the tax payers are yet to file their returns. As and when they file their 

returns, this credit will also get utilized. With respect to compensation, Joint Secretary, 

Revenue drew the attention of the Hon'ble Members to Table 3 of the Agenda Note 

where the details of compensation cess collected and compensation released have been 

shown since implementation of GST till April 2020. In 2017-18, compensation cess 

collected was Rs.62,612 crore while compensation released was Rs 41,146 crore. In 

2018-19 the total compensation cess collected was Rs.95,081 crore against which 

compensation released was Rs.69,275 crore. However, in 2019-20 the compensation 

collected (Rs.95,444 crore) was less than the compensation released (Rs.1,20,498 crore), 

In the year 2020-2 1 till April, Rs. 1,13 5 crore has been collected under compensation cess 

while the amount released in April was Rs.15,340 crore. Thus, so far, a total of Rs. 

2,46,259 crore has been released under compensation to all the States while the total 

compensation cess collection till April 2020 was Rs 2,54,272 crore. Further, there is a 

balance of Rs. 8,013 crore in the compensation head till April end 2020 CHAIRMAN'S 
INITIALS 
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6.1 Joint Secretary, Revenue then explained that there is the issue of IGST balance of 

201 7-1 8, which has been under discussion in GST Council for quite some time. While 

from 2018-19, balance IGST is regularly being apportioned on ad-hoc basis, during 

2017-18, an amount of Rs.1.76 lakh crore had remained un-apportioned and was 

devolved as Central revenue as per Finance Commission formula. CAG, in his audit 

report has also pointed out that it should have been first apportioned on ad- hoc basis and 

State share from the central portion of IGST should have been given to States. 

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

follows: 

a. reversal of IGST devolution 

b. ad-hoc apportionment of the entire amount of Rs. 1.76 lakh into SGST and CGST 
and release of SGST amount to States 

c. release of States' share from CGST; and 

d. reversal of compensation amount due to (b) above 

First leg pertains to reversal of IGST amount devolved during 2017-18 to the entire 

3xtent of Rs 1.76 lakh crore. Once it is reversed, the total IGST of Rs 1.76 lakh crore will 

have to be divided into two halves of Rs 88,000 crore each between the Centre and 

StatesKJTs. Since the CGST portion is central revenue, 42% of this will be devolved to 

the States. Remaining Rs 88,000 crore shall be apportioned to the States and 

:onsequently the compensation which was released in 2017-18 would become excess and 

I part of it, depending on recalculations, has to be reversed. Because there are four legs to 

these transactions, some of them are releases to States and some of them are reversal of 

releases to States done previously and it has to and fro releases of funds, this transaction 

was broken into two parts. One having no net cash outgo and other will have cash outgo. 

[t needs to be appreciated that while the amount pertaining to a, b and c above are 

jettlements between both Consolidated Funds of Centre and States the reversal 

:ompensation at d above will be credited to the Compensation Fund. It will not go to the 

Consolidated Fund of India because it was released from Compensation Fund. As a 

result, the transaction has been split up into two parts. The first leg of the transaction 

having no cash implication has been carried out in the month of May 2020 and the net 

implication has been effected to by transferring Rs.33,412 crore from CFI to 

Compensation Fund in the month of May 2020. This amount was used to release 

:ompensation due from December 2019 to February 2020 of Rs.36,400 crore in May 
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2020. For the remaining leg of transaction, for some States there will be a net release 

from Centre to States and for some States, there will be a reversal of compensation which 

is on cash basis which will be done in due course. Joint Secretary, Revenue further 

explained that the remaining legs of this transaction can be carried out after detailed 

deliberations in the Group of Ministers constituted on this subject matter. The 

compensation for March 2020 will also be released in due course. It may be noted that 

while the compensation required for the months of December 2019 to March 2020 was 

about Rs.12,500 crore per month, the compensation requirement in current year will be 

comparatively much higher due to lower GST collections during the current year. 

6.3 Joint Secretary, Revenue then highlighted the trends in monthly revenue since the 

inception of GST till the first two months of the current financial year as shown in figures 

2 and 3 of the Agenda Note 2. He stated that the revenue trend in the previous financial 

year has been a roller- coaster ride. The year opened with a good growth rate of 10% but 

the growth rates came down during the later part of the year. The revenue in the months 

of September - October 2019 and March 2020 have been negative vis-a-vis the 

corresponding months in 201 8-1 9. This growth again recovered to 8 to 9% during months 

of December, January and February. But mainly because of COVID issue, in the month 

of March it fell down to minus 8%. In the current year, the collections were Rs 32,172 

crore in April and Rs 62,15 1 in May. Since certain return filing was deferred during the 

current year, we can expect more deferred revenues. The State-wise details of gap 

between the protected revenue and the post settlement gross SGST revenue (including ad 

hoe settlement) for the period April to March in 2019-20 as compared to the 

corresponding period in the previous year has been shown in Table 4 and graphically in 

figure 4. The trends in return filing are shown in Table 5 while the State-wise details 

have been shown in Table 6. He highlighted that the return filing (GSTR-3B) till due 

date for the months of March 2020 and April 2020 were only 6% and 8% respectively 

mainly because of the deferral and COVID benefits given. 

6.4 Thereafter, the Hon'ble Chairperson invited comments fiom the Hon'ble I 
Members of the Council. The Hon'ble Deputy Chief Minister of Delhi stated that he was 

glad that the issue which concerned the Union Territories of Delhi and Puducherry the 

most i.e. apportionment of balance IGST lying in 2017-1 8 had finally been discussed in 
CHAIRMAN'S 

paragraph 6 of the Agenda Note. He stated that, on behalf of Delhi & Puducherry, this 
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issue has been raised repeatedly, even in personal meetings with the Hon'ble Union 

Finance Minister and in the GST Council as well. Both the UTs with legislatures were the 

prime losers in the devolution because they were not covered by the Finance Commission 

grant and, therefore, did not get any money as a result of adoption of this mode of 

settlement, He stated that the Agenda laid down the process involved in the reversal of 

IGST balance of Rs. 1.76 lakh crore during 2017-1 8. While the Government of India had 

released Rs.33,4 12 crore from the Consolidated Fund of India to the Compensation Fund, 

the remaining part of the reversal had been left to be decided by deliberations in the 

Group of Ministers (GoM) constituted for this subject matter. The Hon'ble Member said 

that he had been raising this issue in the various GST Council meetings and was now 

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

their calculation Delhi would have got about Rs.3700 crore out of the IGST lying in 

balance at the end of 2017-18. As Delhi would be required to return about Rs.326 crore 

which it got from Compensation Fund, the balance amount of Rs.3200 crore ought to be 

released to Delhi. In view of the Covid-19 pandemic, the revenue resources of Delhi 

have been adversely impacted and the Government is facing difficulty in meeting its 

statutory obligations including salary of its own staff. While an appropriate decision, in 

this regard, will be taken by the GST Council based on the recommendations of the GoM, 

lthe Hon'ble Member requested that the Council may approve to release this amount on 

ad hoe basis which can be subsequently settled along with revenue of the remaining 

States. The process laid down in the Agenda Item No.2 needs to be carried out; however, 

this would involve deliberations in the GoM and also calculations of excesddeficit 

pertaining to the different States. Since the Government of India had already carried out 

the first leg of transaction by transferring Rs.33,412 crore from the Consolidated Fund of 

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

pertaining to Delhi and Puducherry may be delinked from the overall reconciliation 

exercise. He requested that the decision to release this money of Rs 3,200 crores may be 

taken at the earliest so that they can get some timely relief on immediate basis. Moreover, 

Ithis amount is due to Delhi. He again urged the Council to approve release of the due 

c 
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share of Delhi and Puducherry towards the IGST settlement pertaining to the year 2017- 

18, subject to final adjustment as will be decided by the Hon'ble Council on the 

recommendation of the GoM constituted for this purpose. 
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6.5 The Hon'ble Chief Minister of Puducherry supported what had been expressed b: 

the Hon'ble Deputy Chief Minister of Delhi that as both the UTs are not covered by tht 

devolution of the Finance Commission they did not get what was due to them on accoun 

of settlement from IGST since the fund was transferred into the Consolidated Fund o 

India. Several rounds of meetings were held in this regard. One such meeting was held il 

the presence of Hon'ble Union Finance Minister and it was agreed that this issue will be 

resolved. Puducherry and Delhi are considered to be States under the GST Act 

Therefore, both are entitled to compensation like other States. Sometimes, the 

apportionment will also be done. Looking into the situation, after considering thc 

compensation that has been made, if any moneys are due to Puducherry and Delhi, it ma! 

be given. In case, the payments were excess, definitely they would have to reverse 

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

6.6 The Hon'ble Minister from Tamil Nadu stated that he wished to bring the lonj 

pending issue of IGST settlement for the year 20 1 7- 1 8 to kind attention of the Council 

The Group of Ministers constituted for the purpose of examining the issue of IGSF 

settlement had convened a meeting on 18.01.2020. No decision had yet been taken tc 

release the pending accumulated IGST for the year 2017-2018 amounting to Rs.4,07: 

crore to the State of Tamil Nadu. He also requested the GoM to work out a regula 

system of apportioning the surplus in the IGST account among the States and Unioi 

Territories in accordance with the principles laid in section 17(2) of the IGST Act. HI 

also urged the Hon'ble chairperson to make early release of pending compensatio~ 

amount of Rs.553.01 crore for the year 201 8-19 and Rs. 1,101 -61 crore for the year 201 9 

20. 

6.7 The Hon'ble Minister from West Bengal referred to the presentation made. HI 

was glad that a discussion arising out of the CAG report relating to non-settlement of th~ 

balance amount lying in IGST account of Rs.1.76 lakh crore was included in the Agend 

Note 2. Out of Rs 1.76 lakh crore, Rs 88,000 crore is for the SGST. He drew attention tc 

the CAG report which also stated that State share of central portion of IGST should havl 

been given to the States. That amounts to Rs 88,000 crore. He was also very happy tc 

note that an amount of Rs.33,412 crore had been reversed and the States compensated 

He made an appeal that the balance amount of about Rs.54,588 odd crore which is due te 

the States should also be released early. His appeal was that, Rs 54,588 crore which i 
CHAIRMAN'S 
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due to the States may be immediately returned to the States as per the formula, It is lying 

in the Consolidated Fund of India and it should be drawn as per the recommendation of 

CAG as well as the Finance Commission. Since compensation was also referred to in the 

presentation, he submitted that the regarding compensation as far as West Bengal was 

concerned, they were required to be compensated by an amount of about Rs.5,630 crore 

till the month of May 2020. He enquired whether all States across the country along with 

the Bon'ble Union Finance Minister could decide that what had been admitted already 

(CAG had already spoken on this subject), can it be reversed. Already Rs 33,412 crores 

had been paid. But Rs 54,588 crore remains to be paid. He enquired whether-a decision 

on this matter can be taken on the same day. This amount of Rs 54,588 crore can be 

reversed and be paid to the States. He stated that he will speak on compensation later. 

6.8. The Hon'ble Deputy Chief Minister of Bihar stated that the balance lying in 

Compensation Fund was Rs 8,013 crore. Now, there is a balance of Rs 5,000 crore at the 

end of April 2020. During the month of May 2020, another Rs 7,000 to 8,000 crore 

would have been collected in the compensation fund. So the total balance would be 

around Rs 12,000 crore Since every State needs revenue during the epidemic, he 

requested that Rs 12,000 crore can be given to the States immediately as compensation 

for month of March 2020. Referring to the statement of Hon'ble Minister from West 

Bengal, he stated that out of Rs 88,000 cTore of CGST revenue, the States would get 42% 

out of which is around Rs 36,000 crore. Already Rs 33,000 crore was disbursed which 

means that only Rs 3,000 crore remain. The Hon'ble Deputy Chief Minister then 

underscored the fact that out of the 92 1aE;B odd dealers during 20 17- 18 about 46 lakh odd 

dealers had filed their annual returns. Regarding the reconciliation statement out of 

12,42,000, already 10,00,00 have filed their reconciliation statements. He urged for 

detailed scrutiny of the big tax payers among the 46 lakh dealers who filed their returns. 

He requested that instead of ad hoc settlement, even for 2017-18 it will be better if the 

Council goes for final settlement for year 2017-18 He is chairing a GoM on IGST 

settlement but due to Corona pandemic, he could not hold the meetings but he assured 

that he will hold a meeting soon regarding the 2017-18 IGST settlement. He urged the 

officials that the entire data of 2017-18 should be scrutinized thoroughly, analyze the 

entire data and examine from every angle to be placed before the GoM . It is a 
/ 

INITIALS 
complicated process since there is reversal adjustment and some States get money while 

others qre supposed to reverse. The officials should prepare a note and circulate it to the 
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States and comments from States are to be invited which would be taken up by the GoM 

in its next meeting. 

6.9 The Hon'ble Member fiom Kerala appreciated the initiative taken to resolve this 

long standing issue regarding outstanding IGST money which went into Consolidated 

Fund of India. But he thought some additional intervention is required. Just like Hon'ble 

Minister fiom West Bengal said there is a need for additional transfer of money to States. 

Rs 1.76 lakh crore was apportioned as per the Finance Commission formula where only 

42% was apportioned to State. As per rules, States should have got 50% SGST and 42% 

out of the remaining 50% which turns out to be 21%. Hence, 71% should have come to 

the States. As of now, only Rs 33,412 crores have been transferred from the CFI to 

Compensation Fund. Remaining Rs 17,000 crores have to be released immediately. 

6.10. The Hon'ble Minister from Telangana underscored that his State had been the top 

revenue performer in GST and they had not required any compensation in 2017-18 and 

2018-19. In the current financial year also apart fiom the North-Eastern States, the State 

of Telangana had the least revenue gap as can be seen in Table 4 of the Agenda Note, of 

11.5%. He requested that IGST settlement out of the balance at the end of 2017-18 in 

respect of Telangana should be done immediately as no compensation had been claimed 

by Telangana in 201 7-1 8 and 201 8-1 9. Further, the compensation requirement in the 

current fiscal should be released immediately because money was desperately required to 

fight Corona pandemic. 

6.11 The Hon'ble Member from Karnataka stated that lot of calculations & 

clarifications are necessary on the issue of unapportioned IGST during 2017-1 8. Some 

States will gain by this exercise and some States have to do the reversal. Therefore, which 

State stands to get IGST apportioned and which have to do the reversal has to be 

calculated properly and opinion of States have to be taken on these calculations. These 

details can be worked out by the department and may be submitted to the GoM. The exact 

position of each State should be made known. States which have got more devolution 

would get less compensation while some States have got more compensation. This will 

have a direct effect on the finances of the States. He requested that this matter may be 

referred to a GoM which can have the detailed calculations. The reversal of money 

should not be conducted in one go or in a harsh manner. The GoM should also discuss 
INITIALS 

how the reversal should take place keeping in view the COVID situation and State 
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finances. Ultimately, the capacity of the State to reverse is important and whatever is 

due to the States, the formula of 50:50 for State and Centre and devolution of 42% fiom 

Central pool to States should be strictly followed. Once all the figures are clear, the States 

will be in a better position to look into the matter and therefore should not be rushed 

through. 

6.12. The Hon'ble Minister from Punjab stated that this issue which had been raised by 

Hon'ble Finance Minister of West Bengal was initially flagged off in the 37& GST 

Council Meeting at Goa by State of Punjab. The Hon'ble Union Finance Minister kindly 

consented to look into this entire matter and subsequently the GoM was constituted 

chaired by Hon'ble Dy. CM of Bihar but it is yet to be resolved. He saw this in State of 

Punjab as well that because of the COVID epidemic, apart from the Health department, 

every other department in the State seems to go into hibernation. This is a time where he 

thought every department of the Government, whether State or Union, needs to actually 

work over time, these are the times which brings out the character of the nation and its 

leaders. He felt that if this can be resolved quickly, then we can seize opportunities. Our 

competition is with countries like China & Korea. This matter has been pending since six 

to seven months. These are unusual times for the nation and he emphasized that there is a 

lot of pain. People lost lives and livelihoods. He felt that this epidemic has set the nation 

back by a number of years and he hoped that it can be recovered quickly. He urged the 

Hon'ble Union Finance Minister to set a time line and let us move at the speed of 

lightening. 

6.13. The Hon'ble Minister from Haryana stated that he needed a clarification regarding 

Table 3 in the Agenda. The compensation cess collected for 2018-19 was Rs 95,081 

crores and for 2019-20 was Rs 95,444 crores. However, in Table 1, there is a difference 

regarding the compensation cess figures. He thought that the figures add up to Rs 97,369 

crores for 2018-19 and Rs 98,746 for 2019-20. He fbrther added that as emphasized by 

all other State Ministers, every State is in dire need of funds to run their business and the 

Rs 55,600 crore which need to be given, if expedited, States will be in a better shape to 

function. In case, the States have to reverse some money that can be adjusted in the 

compensation that needs to be given to the State. 

CHAIRMAN'S 
6.14. The Hon'ble Minister from Goa stated that everyone is aware that the country is 

going through troubled times. He is an optimist and looks at it as an opportunity to come 
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out and come out well. Out of box solutions and more money are required to work but 

now it is a case of insufficient money. His humble suggestion is that while all States 

desire compensation, the compensation was supposed to be given only for five years, 

there was debate whether this time period should be further extended. He knew that 

ultimately, the States would have to stand on their own feet and compensation would 

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

quickly. He made an important point that Goa depended on mining and tourism. Mining 

has been closed down and also tourism has totally collapsed. There are no sources of 

money. Goa have not received any compensation since March (it is about Rs 743 crore, 

had they received that amount, they would have been in a better position), Goa now is 

landing into a debt trap. To prevent this he requested that smaller States are to be looked 

at differently; ultimately, funds are going to be devolved. The Hon'ble Union Finance 

Minister was kind enough to give it as per the requisite formula, irrespective of whether 

they are big, medium or small. If there was a formula wherein it involves only a few 

hundred crores, if devolved earlier, the smaller States will not land into debt traps which 

will be difficult to get out because of the very reason that they are small. For example, 

for Goa, mining and tourism are closed, they have no source of h d s  and therefore they 

have to look towards the Centre only, At least what is due to them being smaller States, 

the smaller amounts can be given to them earlier than the bigger States where the 

amounts are big which are rightly due to them which they also require. Cry of smaller 

States is like the cry of a small baby and therefore they should be heard first. His humble 

plea was that if they had given amounts earlier, they will not land into debt trap. 

6.15 The Hon'ble Member fiom Uttarakhand expressed his gratitude to the Hon'ble 

Prime Minister and Hon'ble Chairperson for the fiscal package announced to help tackle 

the Covid pandemic. He was grateful that compensation of Rs.850 crore had been 

released to his State for the period December 2019-February 2020. He highlighted that 

Uttarakhand was also a small State and was dependent on tourism for revenue, both 

religious and general. However, as both were shut for the moment there was 

He requested that for the month of March 2020, the compensation of Uttarakhand o 

Rs.302 crore should be given. 

6.16 The Hon'ble Member from Odisha expressed his gratitude to the Chairperson fo 
CHAIRMAN'S 

release of GST compensation for the period of December 2019 to February 2020. 
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