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Minutes of the 43" GST Council Meeting held on 28™ May, 2021

The 43™ meeting of the GST Council (hereinafter referred to as ‘the Council’) was
held on 28™ May 2021 at New Delhi under the Chairpersonship of Hon’ble Finance Ministef,
Stt. Nirmala Sitharaman (hereinafter referred to as the Chairperson). A list of the Hon’ble
Members/Ministers of the Council who attended the meeting was at Annexure-I. A list of
officers of the Cenlre, the States, the GST Council, the Goods and Services Tax Network

(GSTN) who attended the meeting was at Annexure-II.

2 The following agenda items were listed for the discussion in the 43™ Meeting of the
g

Council:

1. Confirmation of the Minutes of the 42™ GST Council Meeting held on 05"&
12" October, 2020 '

2. Deemed Ratification of Notifications and Circulars by the GST Council

S Decisions of the GST Implementation Committee (GIC) tor information of the
GST Council. '

4, Status report of creation of GRC Zone—wise (CBIC) and States/UTs as on
15.05.2021.

5. Performancc Report of the NAA (National Anti-Profiteering Authority) for the
2nd quarter (July, 2020 to September,2020), 3™ quarter {October 2020 to December
2020) and 4™ quarter (January 2021 to March 2021) for the information of the
Council.

6. Ad-hoc Exemptions Orders issued under Section 25(2) of Customs Act, 1962
to be placed before the GST Council for information,

7 Status of the Group of Ministers (GoM) on IGST Settlement

8. GSTN related issues for the consideration of the GST Council

i. Sanction for extension of Project REAP, LEAP and BIFA till 31¥
March, 2022 on T&M basis with delegation to the Chairman to reduce
the Manpower, if required.

ii. In principle approval to expand the scope of IRP project for e-invoice
registration and TRN issuance on expanding the scope with reduction of
the threshold of turnover and providing for multiple IRPs, if needed,

iii. Proposal for approval of deputation guidelines and to request the States

to provide manpower to GSTN with SGST experience.
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iv. Intimation  the Status update on transfer of share-holding with the
States and conversion of Goods and Services Tax Network (GSTN)
into 100% Government owned Company.
v. Status of Payment by the States and Waiver of Interest on delayed
receipt of Advance User Charges (AUC) from a few states and CBIC.
9A. Issues recommended by the Law Committee for the consideration of the GST
Council.
1. Rationalization of late fee imposed under section 47 of the CGST Act
ii. Annual Return for Financial Year 2020-21
iti. Proposal of amendments in the return related provisions of the CGST
Act, 2017
iv. Proposal to exempt government departments/entities, governmental
authoritics/local authoritics from the requirement to issue e-invoice
9B.  Other issues pertaining to GST laws and procedures for consideration of the
GST Council
1. Reduction in late fee for FORM GSTR-3B for months from July, 2017
to April, 2021- Amnesty to clean up pendency in return filing in GST
regime
il. Notilying section 112 of the Finance Act, 2021 relating fo amendment
in section 50 of the CGST Act
iii. Proposal for converting quarterly return and monthly payment (QRMP)
Scheme to quarterly return and quarterly payment (QRQP) scheme
iv. Writ Petitions on difficulties faced by taxpayers to comply with the
slatutory obligations within the timelines provided under the CGST
Act— Issues placed before the Council in pursuance of directions of
Hon'ble High Court
10.  Secking concurrence for levy of COVID Cess on power and pharmaceutical
sector in Sikkim.
11.  Issues recommended by the Fitment Committee for the consideration of the
GST Couneil.
i. Covid-19 related recommendations
ii. Other recommendations related to changes in rates on goods or
issuance of clarifications related to goods

11, Recommendations of the Fitment Committee on Services
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iv. Issues placed before the Council in pursuance of directions of the
Court-GST rates on assistive devices
v. Issues placed before the Council in pursuance of directions of the
Court-Exclusion of ice cream from composition levy
12.  Correction of Inverted Rate Structure on textiles and footwear
13.  Applicability of Goods and Services Tax on Extra Neutral Alecohol (ENA)
14,  GST Revenue Augmentation
15.  Decisions/recommendations of the 14th IT Grievance Redressal Committee
for the information of the Council along with an agenda for the decision of the
Council
15A. Minutes/Detailed reasons in respect of 26 cases approved in-principal and 78
cases rejected (total 104) in the 42nd meeting of the GST Council pertaining to 13th
ITGRC
16.  Review of revenue position under Goods and Services Tax
17.  Issues related to GST Compensation Cess

18.  Information Agenda on constitution of two new GoMs.

relimin discussion
3.1 The Secretary, GST Council at the outset stated that the last 42™ GST Council
meeting was held on 5% and 12" October 2020 while welcoming the Members to the 43"
meeting. The Secretary, GST Coungil, at the outset placed on record its appreciation for the
valuable contribution made by the outgoing Members and welcomed the new Members who
attended the GST Council Meeting for the first time. The Secretary placed on record
appreciation for the valuable contribution by Dr. Ajay Bhushan Pandey, the outgoing
Secretary to the Council.He stated that today’s meeting was being held in the backdrop of a
second wave of COVID that has engulfed the Country and informed that during the
intervening period, the GST Implementation Committee (GIC) and various other Committees
have been at work in terms of pursuing the decisions taken by the Council and taking

necessary steps to ameliorate the adversities of the pandemic situation.

3.2,  He informed the Council that the two GoMs namely one on capacity-based taxation
and special composition scheme in certain sectors like pan masala, gutkha, brick kiins, sand
mining, etc. and the second one on casinos, race courses and online gaming have been

constituted. He further mentioned that a separate agenda note for the same was also placed in
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this meeting for information. The new Members of GoMs have also been informed
separately. He also mentioned that other four GoMs have also undergone a change in

composition on account of change in representatives of the States in the Council.

3.3.  He informed the Council that he had met the Officers of the States/ UTs on 27™ May
2021 and had a very frank and fruitful discussion on various agenda items which will help
further in steering the agenda of this meeting of the Council. With the permission of the

Hon’ble Chairperson, the schedule of the meeting was presented by the Secretary as follows:

a. 11:00 AM to 1:00 PM Meeting starting with Agenda 1
b. 1:00 PM to 1:45 PM Lunch break

c. 1:45PMto 3:45 PM Meeting continues

d. 3:45 PM to 4:00 PM Smal! break

e. 4:00 PM onwards Meeting continues till it ends

3.4. He stated that Hon’ble Members have also been informed about the schedule on 25
May 2021 and that the agenda was also circulated to all the Members and hoped that
everybody has gol a copy of that and have gone through agenda items. He then requested the

Hon’ble Chairperson to initiate the proceedings with the Council.

3.5.  The Hon’ble Chairperson stated that while the Council meeting was expected to be
held every quarter, this meeting could be called after nearly seven months and she explained
that post October, the next quarterly meeting was due in February as per norm. However, post
the budget, model code of conduct had come in force and elections were due in some States.
With the Parliament session focusing on the clearing of the Finance Bill,meeting could not be
conducted within that quarter and after that of the elections ensued. During the elections,
meeting could have been held, however, absence of five finance ministers would have been
noticed and therefore, had to wait till the result and the formation of the Government

happened after which it had been agreed to meet on 28 June 2021.

3.6. The Hon’ble Chairperson welcomed all the new Members and in particular welcomed
the senior most Dr. Amit Mitra who continues in the Council. She mentioned that the agenda
has been sent in parts over the last ten days. The Officials have met and discussed some of
the issues in great detail. She thanked Revenue Secretary for reviving the earlier practice of
the Secretary meeting with the Officials of the States on the eve of the GST Council meeting
which was helptul and hoped to learn from the exchange with the Officers. She wished that
the Council’s discussion as always would be very productive/ constructive in the spirit of

cooperative federalism and hoped to address all issues which concern the Indian economy
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particularly now that there was a second wave and post which a lot of decisions pertaining to
revival of the economy will have to be taken collectively. The Hon’ble Chairperson asked the

Revenue Secretary and Secretary of the Council to start the meeting.
Agenda Ttem 1: ation of the Minutes ncil Meeting

4.1 The Secretary, GST Council stated that first agenda item pertained to confirmation of
the minutes of the 42° GST Council meeting held on the 5" and 12 October 2020. He
further stated that some comments have been received from Rajasthan, Telangana and Odisha
which are basically in the form of some typographical errors and some other small errors.
They have been corrected and circulated in the latest agenda. Certain suggestions on the
amendments to the draft minutes have been received from the State of Tamil Nadu in late
evening of 27.05.2021and accordingly the figure in para 28.6 of the draft minutes has bcen

corrected.

5. The Council thereafter confirmed the minutes of the 42" GST Council.

tem 2: Deemed R

6.1 The Secretary to the Council asked the Commissioner, GST PW, CBIC to present the
Agenda Item. The Commissioner, GST PW, CBIC informed that notifications, circulars and
orders issued till 30" September, 2019 were ratified during the 42" Meeting of the Council
and now it was proposed to ratify notifications, circulars and orders issued from 30th
September, 2020 to 18"May, 2021, under the GST law by the Central Government. The list
of Notifications and Circulars is as available in the detailed Agenda Notes (Vol-1, page 90-
95). He informed that these notifications, circulars and orders were placed before the Officers
meeting held on 27th June, 2021 as part of a presentation (attached as Annexure-I11 to the
Minutes) and that the Officers had agreed to the same. [e requested that the Council could
agree to grant deemed ratification to the notifications, circulars and orders. The Council

agreed to the suggestion.

6.2. The Hon’ble Member from Punjab raised certain concerns about submission of
Notifications and Circulars for deemed ratification. He mentioned that there are certain rules

where substantial changes have been made in the last eight months.

6.3.  The Hon’ble Memberfrom Tamil Nadu stated that the agenda item talks of the
‘deemed ratification” and there was a legal question of whether there can be ‘deemed’ as

opposed to ‘actual’ ratification.
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6.4.  The Secretary, GST Council informed that some of the decisions mentioned herein

are implementation of the earlier GST Council decisions itself.

6.5. For this Agenda Item, the Council approved the deemed ratification of the
Notifications, Circulars and Orders issued from 30th September, 2020 to 18th May, 2021, as
detailed in the agenda note. The Notifications and Orders issued by the States which are
parimateria with above notifications, Circulars and Orders were also deemed to have been

ratified.

7.1. The Commissioner, GST PW, CBIC informed that the GST Implementation
Committee (GIC) took certain decisions between 14-09-2020 and 01-05-2021. Due to the

urgcﬁcy involved and due to prevailing Covid-19 situations, while some decisions were taken
through web meeting of GIC, other decisions were taken after obtaining approval by
circulation amongst the GIC Members. The details of the decisions taken are available in the
detailed Agenda Notes (Vol-1, page 96-146). Thereafter, he made a presentation (attached as
Annexure-I1I) on the decisions taken by GIC. The decisions taken were submitted to the

Council for information.

7.2. The Hon’ble Minister from Punjab suggested that rather than for information, these

decisions should come for ratification or approval of the Council.

7.3.  The Secretary, GST Council stated that there were fifty-three decisions taken by the
GIC in the intervening period and as many as thirty-eight were trade facilitative measures
such as relief in return filing, capping of late fees, extension of due dates for filing, etc. Ten
decisions were in the nature of enforcement measures, including the one taken in December
2020 for dealing with the cases of fake input tax credit and fake invoices, providing for
physical verification of premises, system-based suspension in certain situations and
requirement of payment of at least 1% tax liability to be paid in cash by certain registered
persons. He further mentioned that these issues were discussed at length in five meetings of
the Law Committee, which includes representatives from ten States. All these issues were
discussed in the Law Committee and it was felt therein that there was an urgency about the
introduction of these measures because of a detection of large number of cases of fake dealers
/ take invoices. He stated that during the last 5-6 months, without getting any changes in the

laws or increasing the rates, the revenues have really improved and believed that one of the
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reasons for the same was that these decisions could be taken in timely manner through these
Committees, that have been formed by GST Council, where a large number of States are

represented. These measures have been extremely beneficial in garnering the GST revenues.

7.4. e further stated that he has gone through the minutes of the previous meetings also
and it has been the practice of the Council to place these decisions, that have been taken with
the consent and fair discussions with the States and State representatives, for information of
the Council. He felt that officers of States would have discussed with political hierarchy
before conveying their decisions to the Committees. He also stated that for the well-
functioning of the GST Council, it was important to empower the sub-committees to enable

them to take such decisions.

7.5.  The Hon’ble Member from Delhi desired that the GIC decisions should be submitted
for approval and not for ratification or information. The Secretary, GST Council clarified that
these decisions were approved by the sub-committees. They have been implemented also.
After implementation, it would be a little out of place for the Council to approve the same
and it was for that reason that these decisions have chosen to be put to the Council as matters
of information. Besides, these decisions are not being taken unilaterally either by the Centre
or the States but together by the Centre and the States when they sit together in a sub-

committee of Officers, which has been explained earlier.

7.6. The Hon’ble Chairperson directed that the issue may be referred to the Law
Committee to report on what the Law Committee feels whether any rules have been violated
in bringing in GIC decisions to the Council for information. On the basis of the report of the
Law Committee, she suggested that discussion may be held in the next meeting of the

Council.

7.7.  The Hon’ble Member from Chhattisgarh stated that he believes that an executive body
cannot supersede the elected body. He further stated that there are number of precedenis
where post-facto approvals are taken. If an executive body has taken an action or taken step

at any point in time, the approval was always sought.

7.8.  The Hon’ble Member from West Bengal stated that the GIC consists of 4 States only.
All states are not represented in GIC. Any major decision in GIC cannot take decisions on
behalf of 31 States. Extended policies can be extended but no major decisions can be taken as

it was too small a Committee.
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7.9.  The Secretary, GST Council stated that in the Law Committee there are 10 States viz,
Maharashtra, Gujarat, West Bengal, Karnataka, Punjab, Madhya Pradesh, Odisha, Uttar
Pradesh, Rajasthan and Bihar and in the GIC as very rightly mentioned by the Finance
Minister of West Bengal, it was Haryana, Gujarat, Tamil Nadu and West Bengal. He further
mentioned that in 2017 there was a record of what the GIC can do. He stated that the 21%
Meeting of the GST Council “took note of the decisions of the GIC. It also approved that the
GIC could decide on procedural issues and for substantial policy related issues, the GIC
should send its recommendations to the Council which could then be decided either through

video conterence or by a physical meeting of the Council™.

7.10. The Hon’ble Member from Goa stated that in the Law Committee and in the GIC, a
total number of 14 States out of 31 States have been represented. The Hon’ble Member from
Uttar Pradesh supported the reasoning given. The Hon’ble Deputy Chief Minister of Tripura
explained that there has to be flexibility. The Hon’ble Member from Meghalaya stated that
suggestions are welcome and suggested that the Law Committee may examine the matter.
The Hon’bie Deputy Chief Minister of Haryana stated that in the 14th meeting of the Council
held on 19-05-2017, the Council had authorized the GIC to take decisions. The Hon’ble
Member from Arunachal stated that he was in agreement with the views expressed by the
Hon’ble Members from Goa and Meghalaya. The Hon’ble Member from Karnataka
supported the decision to refer to the matter to the Law Committee, The Hon’ble Member
from Tamil Nadu seconded the motion with a request to expand the mandate of reference to

the Law Committee to give outcome as whether approval, ratification or information.
7.11. For this Agenda item,

i the Council took note of the decisions taken by the GIC between 14-09-2020
and 01-05-2021, as detailed in the Agenda note; and

ii. the Council mandated the Law committee to examine whether the powers
delegated by the Council to the GIC for taking decisions in the interregnum between
two Council meetings and bringing it to the Council only for information is violative

of any rule.
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8.1 The Secretary presented the agenda for information of the Council. During the 3%

GST Council meeting held on 18.12.2019, constitution of Grievance Redressal Committee at
Zonal/State level consisting of both Central tax and State tax officers, representation of trade
and Industry and other GST stake holders for establishing a mechanism to tackle grievances
of tax payers was approved. In view of the above decision, an order regarding constitution of
Grievance Redressal Committee was issued by the CBIC vide F. No. 20/10/16/2018-GST (Pt.
1) dated 24.12.2019 and the matter was followed up by the GSTC secretariat.

8.2. As reported in the Agenda, GRCs have been constituted in all except the State/Centre
level Zones of Gujarat (Ahmedabad) and Haryana (Panchkula).

8.3 ' The Hon’ble Member from Haryana informed the Council that needful has been done

in this regard and that the relevant order shall be provided to the GST Council Secretariat.

3.4 The Hon’ble Member from Gujarat also stated that the needful has been done in this

regard and that the relevant order of the constitution of the GRC will be sent to the GST

- Council Secretariat.

Agends m_5: Performance Rep of the NAA (National Anti-Profiteering Authority) for the
2™ gquarter (July, 2020 to _September, 2020), 3" quarter (October, 2020 fo December.,
2020) and 4 quarter (January, 2021 to March, 2021) for the information of the Council

9.1 The Secretary presented the agenda for information of the Council which took note of
the performance of the National Anti-Profiteering Authority for the 2™ quarter (July,2020 to
September,2020), 3 quarter (October,2020 to December, 2020) and 4% quarter
(Janunary.2021 to March,2021) as tabled in terms of provisions of clause (iv) of Rule 127 of
the CGST Rules 2017. '

1962 to e for > TC cil for i

10.1. The Secretary introduced the Agenda Item and stated that in the 26™ GST Council
meeting held on 10% March, 2018, it was decided that all ad hoc exemption orders issued
with the approval of Hon’ble Finance Minister as per the guidelines contained in Circular No.

09/2014-Customs dated 19" August, 2014, as was the case prior to the implementation of
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GST shall be placed before the GST Council for information. The details of the ad hoc
exemption orders issued are as follows:
[Order |Date | Remarks - B ISSUING
No. AUTHORITY
AEO 10 Requeét from the Ministry of External Affairs for | Commissioner
No. 01- | September | exemption from payment of Customs Duties for | Customs & EP
A of | 2020 procurement of 04 Special Armoured vehicles. CBIC
|
2020 5
J S
AEQO 05" | Request from Shri GajendraHaldea for exemption
No. 02 ] October | from import duties on import of life saving drug
of 2020 | 2020 | Romidepsin for personal use.
’r
AEO 09 | Request from Shri MihirKamatfor seeking
No. 01 | February % exemption from payment of import duty for import
of2021 | 2021 of lifesaving drug Zolgensma, for gene replacement
therapy, for personal use.
AEO ¥ Request from the Ministry of Home Affairs,
No. 02 | March { Government of India for the equipment received on
of 2021 | 2021 : gratis basis for setting up a Cyber Lab at CAPT
Ji Bhopal from the United States of America
"_'_"_“_""._‘"i'_‘_"___—'“_'“_;'“_._h —— - . |
AEO 150 April | Request from Shri RajdipsinhRathodfor seeking
_f
No. 032021 j exemption from payment of import duty for import
of2021 | of lifesaving drug Zolgensma, for gene replacement
therapy, for personal use.
AEO |39  May | Secks to exempt IGST on imports of specified | JS ,TRU CBIC |
No. 042021 COVID-19 relief material donated from abroad, up
of 2021 | to 30th June, 2021.
S S S s _ b
102 Ad hoc exemption Order No.4/2021-Customs dated 3.5.2021:Certain COVID
related goods such as Remdesivir injection and its API, specified diagnostic markers, medical
oxygen, oxygen concentrators and other oxygen storage and transportation equipment, and
COVID-19 vaccines had already been exempted from BCD and/or Health cess for limited
10
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period, vide Customs notification No. 27/2021-Customs dated 20.04.2021, as amended, and
No. 28/2021-Customs dated 24.04.2021.In view of the prevailing situation, Ad hoc
excmption Order No. 4/2021-Customs dated 3.5.2021 has been issued granting exemption
from IGST on those goods for COVID-19 relief imported {ree of cost for free distribution, ill
30th June, 2021, which arc covered under the above mentioned Customs notifications. This
exemption Order was anticipated to ease the tax incidence on donated COVID-19 relief

material meant for free distribution in the country.

10.3  He further stated that all these exemption orders were issued under sub-section (2) of
section 25 of the Customs Act, 1962 (52 of 1962) but the whole of the Integrated Tax leviable
thereon under sub-section (7) of section 3 of the Customs Tariff Act, 1975 (51 of 1 975), read
with section 3 of the Integrated Goods and Services Tax Act, 2017 (13 of 2017) was getling
exempted. Hence these Ad hoc Exemption Orders issued by CBIC are placed for the

information of GST Council.

10.4 1 The GST Council took note of Ad-hoc Exemptions Orders issued under Section 25(2)
of Customs Act, 1962,

7 - : 1GST S
11.1 The Secretary introduced the Agenda ltem and stated that the GoM on IGST
Settlement was formed vide O.M. dated 07-12-2019. The GoM, after its meetings, submitted
its recommendations to the GST Council in its 42™ meeting held on 05.10.2020 which were

discussed in detail.

11.2.  He added that certain States had received excess compensation which was required to
be recovered. The Hon’ble Chairperson had clarified in the 42™ meeting of the Council that
on the issue of mechanism for recovery of excess IGST from States, i was not presently

being pressed and could be recovered gradually in view of the COVID pandemic situation.

11.3.  In view of the above, since the Terms of Reference of the GoM have been fulfilled, it
was proposed to formally close the GoM on IGST Settlement. Thus, a formal asnouncement

about closure of the GoM wag made in this regard.

11.4. The GST Council ook the decision to discontinue the GoM on [GST Settlement.
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P

CHAIRMAN'S
INITIALS




MINUTE BOOK

o

CHAIRMAN'S

INITIALS

—

» 8: G ] I issnes for the consid i the g ci

12.1 The Secretary presented the Agenda Item No 8 pertaining to the GSTN related

matters (Annexure-VI).as follows:

i Sanction for extension of Projects- Returns Enhancement & Advancement Project
(REAP), Lead modules’ Enhancement & Advancement Programme (LEAP) and
Business [ntelligence and Fraud Analytics (BIFA)- till 31st March, 2022 on T&M
basis with delegation to the Chairman to reduce the Manpower, if required.

ii.  In principle approval to expand the scope of IRP project for e-invoice registration and
IRN issuance on expanding the scope with reduction of the threshold of turnover and
providing for multiple IRPs, if needed,

iii.  To place before the GST Council, deputation guidelines approved by Hon’ble Finance
Minister and to request to States to provide manpower to GSTN with SGST
cxperiences,

iv. Intimation — the Status update on transfer of share-holding with the States and
conversion of Goods and Services Tax Network (GSTN) into 100% Government
owned Company.

v.  Status of Payment by the States and Waiver of Interest on delayed receipt of Advance

User Charges (AUC) from a few states and CBIC.

12.2  The Secretary requested the states to provide manpower to GSTN emphasizing that
states should provide manpower to GSTN which shall be a good learning experiencing for

states and shall help improve the functioning of GSTN.

123 The Secretary stated that unless there was any intervention by the Members on the
item numbers 8 (i), (i), (iv) and (v) which are routine items, a presentation on (ii) can be
given. Hon’ble member from West Bengal stated that no presentation on these issues was

required. But he enquired about the quantum of GST fraud and as to whether it has gone up.

12.4  The Officiating CEO, GSTN stated that the expression fraud means duty short paid or
ITC related frauds. The quantum of fraud cannot be easily commented but the cases detected
figure can be shared. Overall, as a pattern, after the REAP project wherein a new statement
GSTR-2 B has been introduced, where the credit claimed cannot be more than 5% of the
eligible credit, there was improved compliance and hence the revenue figures have grown
from October to March consistently. He stated that he shall provide the requisite figures to

West Bengal. He also informed that GSTN was running a project BIFA where the centre and
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state have made very good cases consistently. Compliance has improved but the quantitative

terms shall be shared separately after consulting GSTN officers.

12.5 ' The Secrefary presented the figures of achievement in Centre regarding detection of
fraud i.e. 4264 cases so far amounting to Rs 27,000 Cr. involving arrest of 410 persons.
Using Technology, he stated GST officers can pinpoint the person who has caused fraud and
catch him. Since they reach the correct person, hence, they have not received adverse
publicity from media inspite of high number of arrests made. If permitted, GSTN can give
presentation about the activities of this wing and states can also work on it if they are not

doing such activity already.

12.6, The Hon’ble Member from West Bengal commented that there was good progress in
REAP, LEAP and BIFA and he was very supportive of it.

12.7 The Council took note of the agenda and approved the proposals. The Hon’ble
Chairperson stated that on the point touched by Hon’ble member from West Bengal, the
Council will have to be informed in great detail and that a detailed presentation can be given
in the next meeting which could be the material on the basis of which the Council can have a

discussion on the issue if there was any input, which all would like to share.

13.1. The Secretary took up the next Agenda on issues recommended by the Law

Committee for the consideration of the GST Council. He started by saying that these issues
were discussed in detail in the Officers’ Meeting held on 27" May 2021. He thereafter asked
the) Commissioner, GST Policy Wing {Commissioner, GST PW), CBIC to give a brief
overview of the deliberations in'the Officers’ Meeting regarding the recommendations made

by the Law Committee on the subject.

Agenda Item No.9A(i) — Rationalization of Late Fee:

13,2. [Initiating the discussion, thc Commissioner, GST PW made a detailed presentation
(attached as Amnnexure-IIT). He stated that the first Agenda Item 9A(i) was regarding
rationalization of late fee imposed under Section 47 of the CGST Act. As pet Section 47 of
CGST Act read with relevant notifications, the late fee imposed is Rs.20 per day for filing
GSTR-3B, GSTR-1 and GSTR-4, subject to a maximum of Rs. 10,000 per return. A number

of| representations have been received from various trade bodies and associations from all
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over the country highlighting the problem being faced by small taxpayers, having nil or very
small tax liability, who are required to pay a high amount of late fee in a number of cases
(even higher than their tax liability), due to the higher amount of capping of the late fee. An
analysis of late fee collected from taxpayers, with respect to their turnover and with respect to
tax paid in cash, was presented. He stated that the Law Committee has recommended to
rationalize the late fee, by having some correlation of capping of late fee with the turnover /
tax liability of the taxpayers.

13.3. Commissioner, GST PW informed that the Law Committee has proposed that the late
fee for delay in fumishing of FORM GSTR-3B and FORM GSTR-1 may be capped, per
return, as below:

(i) For taxpayers having nil tax liability in GSTR-3B or nil outward supplies in
GSTR-1, the late fee may be capped at Rs 500 (Rs 250 CGST + Rs 250 SGST),
irrespective of the Annual Aggregate Turnover (AATQ).

(ii) For other taxpayers:

a. For taxpayers having AATO in preceding year upto Rs 1.5 crore, late fee may
be capped to a maximum of Rs 2000 (Rs 1000 CGST+Rs 1000 SGST);
b. For taxpayers having AATO in preceding year between Rs 1.5 crore to Rs 5
crore, late fee may be capped to a maximum of Rs 5000 (Rs 2500 CGST+Rs
2500 SGST);
c. For taxpayers having AATO in preceding year above Rs 5 crores, late fec may
be capped to a maximum of Rs 10000 (Rs 5000 CGST+Rs 5000 SGST).
13.4. He added that the Law Committee has also proposed that the late fee under Section 47
for delay in furnishing FORM GSTR-4 may also be capped to Rs.500 (Rs.250 CGST +
Rs.250 SGST) per return, if tax liability is nil in the return, and Rs.2000 (Rs. 1000 CGST +
Rs. 1000 SGST) for other taxpayers, as their turnover was also upto Rs 1.5 crores.
13.5. Asregards a proposal from West Bengal, Commissioner, GST PW stated that the Law
Committee has proposed rationalization of late fee for delayed furnishing of return in FORM
GSTR-7 as below:
a. Late fee payable for delayed furnishing of FORM GSTR-7 may be reduced to
Rs.50/- per day (Rs.25/- under the CGST Act plus Rs.25/- under the SGST Act)
b. The maximum late fee for delayed furnishing of FORM GSTR-7 may be capped to
a maximum of Rs.2000/- per return (Rs. 1,000/- under the CGST Act plus Rs.
1,000/~ under the SGST Act)
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13.6. The Commissioner, GST PW stated that as per recommendations of the Law
Committee, the above proposals are to be made applicable for prospective tax periods. He
also mentioned that this issuc was discussed in in detail in the Officers’ Meeting held on 27"

May 2021 and there was an agreement in the meeting on this proposal.

13.7 The Hon’ble Member from Bihar requested that late fee for delayed furnishing of

GSTR-7 be reduced to Rs 20/- per day, with a capping of Rs.500/- per return.

Agenda Item No.9A(ii) — Simplification of Annual Return for Finanecial Year 2020-21
and related exemptions:

13.8. The next Agenda Item 9A(ii) was regarding Annual Return for Financial Year 2020-
21. The Commissioner, GST PW informed that the Annual returns FORM GSTR-9 & 9C
were simplified [or the Financial Years 2017-18, 2018-19 and 2019-20 by making [ew enlries
optional. Based on the recommendations of the Council, the filing of annual return in FORM
GSTR-9/9A was made optional for taxpayers having aggregate annual turnover less than Rs.2
Crore for the Financial Year 2017-18, 2018-19 and 2019-20, and the threshold of aggregate
annual turnover for filing of reconeciliation statement in FORM GSTR-9C for the Financial
Year 2018-19 and 2019-20 was increased from Rs.2 Crore to Rs.5 Crore by amending Rule
80. The Commissioner, GST PW also informed that vide Section 110 of the Finance Act,
2021, sub-section (5) of Section 35 of the CGST Act is omitted to remove the mandatory
requirement of gelting annual accounts audited and reconciliation statement submitled by
specified professional. He added that vide Section 111 of the Finance Act, 2021, Section 44
of the CGST Act is substituted to provide for filing of the annual return which may include
submission of reconciliation statement on self-certification basis. It further provides that the
Commissioner may exempt a class of taxpayers from the requirement of filing the annual
return. These amendments made through Finance Act 2021 will come into effect from a date
to be notified by the Government. He also informed that the said amendments have been
viewed very positively by trade, as it will reduce time and cost for them in getting
certification of CAs and therefore, it would be desirable to notify the said amendment in
provisions of the Act at the earliest, so that there was no requirement of CA certification in
Annual return for FY 2020-21 itself. Accordingly, the following proposals were submitted to

the Council;
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[ Section 110 and 111 of the Finance Act 2021 may be notified at the earliest (on
01.08.2021) by the Centre. The States will be required to amend the said provision in
the respective SGST Acts retrospectively with effect from the same date (01.08.2021).

II.  Rule 80 of the CGST Rules, 2017 to be amended as detailed in Annexure A to the
Agenda Item No 9A(ii) Notes (Vol 2/pages 173-174)

III.  The existing Forms GSTR 9 and GSTR 9C (notified for I'Y 2019-20) may be notified
for Annual Return for FY 2020-21, with minimal changes required to implement the
said amendment and to incorporate some tax rales in some tables. The tables, which
were optional in FY 2019-20, to be continued as optional as detailed in Annexure B
and C to the Agenda Item No 9A(ii) Notes (Vol 2/pages 175-190).

V. For FY 2021-22, a single revised Form for Annual Return may be designed by
merging GSTR 9 and GSTR 9C, for facilitating the taxpayers and improving
compliance.

V. The exemption from filing annual return for FY 2020-21 may be continued as in FY
2019-20, as below:

i. The filing of annual return in FORM GSTR-9 to be optional for taxpayers
having AATO upto Rs 2 Crore;

ii. The filing of annual return in FORM GSTR-9A by composition dealers to be
optional;

iii. The threshold of AATO for filing of reconciliation statement in FORM
GSTR-9C for FY 2020-21 to be kept as Rs 5 Crore.

13.9 The Commissioner, GST PW stated that this issue was discussed in detail in the

Officers” Meeting held on 27" May 2021 and there was an agreement on this proposal.

13.10. Hon’ble Minister from Haryana stated that reconciliation return duly certified by CA
should be insisted from taxpayers having aggregate turnover above Rs. 50 crore. To this, the
Commissioner, GST PW submitted that there are ample powers in the Act for the
Commissioner to get the accounts of a taxpayer audited by a Chartered Accountant under
section 66 of the CGST Act. The Hon’ble Minister stated that section 66 of CGST Act 2017
f ||l was for special audit and was applicable only if there are valuation and [TC related issues.

The Commissioner, GST PW stated that the suggestion of Hon’ble Minister of Haryana
:l-lirﬁll‘?mfg h would be examined separately.
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Agenda Item No.9A(iii} — Proposal of Amendments in the Return related provisions of
the CGST Act, 2017:

13.11. The next Agenda ltem 9A(iii) was regarding proposal of amendments in the return
related provisions of the CGST Act, 2017. The Commissioner, GST PW stated that the
original design of return involved an elaborate process of filing of GSTR-1, 2 & 3 in a
sequence which also envisaged inter-linking with back and forth flow of invoices and 2-way
communication, as detailed in the existing return related sections viz. Section 37 to 43 of the
CGST Act, 2017. He added that in the 42™ meeting of the GST Council, it was recommended
that the present system of GSTR-1/3B return filing to be continued and the GST laws may be
amended to make the GSTR-1/3B return filing system as the default return filing system.
Accordingly, the Law Committee deliberated on the matter and has recommended
amendments to return rclated provisions of Section 37, Section 38, Section 39, Section 41,
Section 42, Section 43, Section 43A and consequential amendments in Section 16, Section
29, Section 34, Section 47, Section 49, Section 50, Section 52 and Section 54 of CGST Act,
as detailed in Annexure A to the Agenda Item No 9A(ii) Notes (Vol 2/pages 195-210). He
also informed that the above amendments have also been deliberated by GIC, which has also
recommended the same on meril. Besides, there was an agreement on this proposal in
Officers’ meeting held on 27" May 2021.

Agenda Item No.9A(iv) — Proposal to exempt government departments and local bodies
from the requirement to issuec e-invoice:

13.12 The next Agenda Item 9A(iv) was based on a reference received from the
Government of West Bengal to exempt Government Departments and local authorities from
the requirement of issuance of e-invoice for reducing compliance burden of the said entities.
The impact of proposed exemption was analysed for a sample month of December, 2020 and
was presented in the Agenda to the Council. Considering that contribution of Government
Departments and local authorities to value of B2B supplies as well as [TC flow was a
miniscule percentage i.e. 1.2% of value of total B2B supplies and 0.59% of total ITC flow
respectively, the proposal to grant exemption to Government Departments and local
authorities from requirement of issuance of e-invoice was submitted for consideration to the
Council. This proposal was recommended by the Law Committee and was also agreed upon
in the Officers’ meeting held on 27" May 2021. One view was that whether an cxception
should be carved out for the Government departments, whereas other taxpayers are required

to comply with the same provision.

17

g

CHAIRMAN'S
INITIALS




MINUTE BOOK

gt

CHAIRMAN'S

INITIALS

13.13 The Secretary stated that as private sector taxpayers (with aggregate annual turnover
above Rs.50 cr as on date) are required to generate e-invoices, it may not be proper to exempt
the Government departments from requirement of issuance of e-invoice. The Hon’ble
Minister from West Bengal justified it by saying that Government is a service entity and
should not be equated on par with business entities. The Hon’ble Chairperson said that
Government should comply first, before insisting on small taxpayers to comply. The Hon’ble
Minister from West Bengal stated that Government is not a profit making entity and

therefore, one could justify such exemption from e-invoice for the Government departments.

B _- Other issues pertainin sST '§ dur I

considerati fih T Council
13.14. The Secretary asked the Commissioner, GST PW to place the agenda before the
Council. The Commissioner, GST PW stated that these agendas were also discussed in detail
in the Officers’ Meeting held on 27" May 2021.
Agenda 9B(i) -Late fee Amnesty Scheme:
13.15 The first Agenda Item 9B(i) was regarding conditional reduction in late fee for
delayed filing of FORM GSTR-3B for months from July, 2017 to April, 2021 as an Amnesty
scheme for taxpayers to provide relicf from huge burden of late fee. The Commissioner, GST
PW stated that a number of taxpayers, especially small taxpayers, could not file their GSTR-
3B L‘ettlrﬁs earlier, especially during COVID times, due to lack of knowledge, lack of funds
and other difficulties faced, and are now facing problems in filing these pending GSTR-3B
returns due to high accumulation of late fee. It was proposed that a Late Fee Amnesty
Scheme may be considered for reduction of late fees for GSTR-3B returns for tax periods
from July, 2617 to April, 2021:

i. late fee to be capped to a maximum of Rs.500/- (Rs.250/- each for CGST & SGST)

per return for taxpayers, who did not have any tax liability for the said tax period; and
ii. late fee to be capped to a maximum of Rs 1000/ (Rs. 500/- each for CGST & SGST)
per return, for other taxpayers;

Such reduction / capping in late fee to be kept conditional, and to apply only if the returns are
filed during the period from 01.06.2021 to 31.08.2021.
13.16 Commissioner, GST PW informed that there was an agreement on this proposal in

Officers’ meeting held on 27" May 2021.
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