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1. Status of Implementation of New Return System
12, Status of integrated refund system with disbursal by single authority
13.  Status and progress in generation of electronic Invoice
14, Linking GST registration with Aadhaar and proposed changes in the GST Law and
GSTN System
15.  Update on change of share capital/ownership structure of Goods and Services Tax
Network (GSTN) and transfer of shares of GSTN from Empowered Committee of
State Finance Ministers (EC) & Non- Government Institution to Centre, State
Governments & Union Territories
16. Minutes of 11™ Meeting of Group of Ministers (GoM) on IT Challenges in GST
Implementation for information of the Council and discussion on GSTN issues
16(i). Minutes of 12" meeting of the Group of Ministers (GoM)on IT Challenges in GST
Implementation for information of the Council and discussion on GSTN issues
17.  Quarterly Report of the NAA for the quarter April to June 2019 for the information
of the GST Council
18.  Creation of the State and Area Benches of the Goods and Services Tax Appellate
Tribunal (GSTAT)
19. Amendments in GST Laws in view of creation of UTs of Jammu & Kashmir and
Ladakh
20.  Special Composition Scheme for Brick kilns, Menthol, Sand Mining Activities and
Stone crushers
21.  Status of payment of Advance User Charges by the States and CBIC and interest on
delayed payment
22.  Any other agenda item with the permission of the Chairperson
i Resubmission of refund application after filing NIL refund in FORM GST
RFD-01A
ii. Circular No. 107/26/2019-GST dated 18.07.20190on supply of Information
Technology enabled Services (ITeS services) —further clarification
iii. Single disbursement related amendments of rule 91 of the CGST Rules
iv. Doubts raised on treatment of secondary or post-sales discounts under GST
23. Date of the next meeting of the GST Council

Preliminary discussion

3. The Hon'ble Chairperson expressed deepest condolences on behalf of the Council on
passing away of Shri Arun Jaitley, erstwhile Union Finance Minister, who had Chaired 32
GST Council Meetings. She stated that Shri Jaitley would always be remembered in this
country as the person who made GST happen. He was a politician, statesman, legal luminary
and above all a consensus builder and it was what the country needed to make GST a reality.
He had his unique way of bringing most complex issues to the solution where no one ever felt
aggrieved and left out from the decision-making process. As the first Chairperson of the GST
Council, he had a challenging role cast out for him, which he carried out wonderfully by
taking along everyone with him. The warmth that he brought to the GST Council melted most
of the strongest stand taken on various issues. She added that he had a very special
relationship with many of us including every Member of the GST Council cutting across the
party lines. She added that even with the diverse political ideologies within the Council, he
ensured that the Council was always one in all the decisions taken by it. While he has left a
void, the principles that he has laid down for the functioning of the GST Council will always
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continue to guide us in our journey ahead. The Hon’ble Chairperson requested Hon’ble
Members of the Council to stand up for a minute in the memory of Late Shri Arun Jaitley.

3.1.  The Hon’ble Chairperson warmly welcomed Shri Basavaraj Bommai, Minister for
Home, Karnataka, Shri T Harish Rao, Finance Minister, Telangana, Shri Suresh Khanna,
Finance Minister, Uttar Pradesh who have been nominated as Members of the Council from
their respective States. She also welcomed Shri Bikram Singh, Minister (Industries),
Himachal Pradesh, Shri Brajendra Singh Rathore, Commercial Tax Minister, Madhya Pradesh
and Shri Madan Kaushik, Minister for Urban Development, Uttarakhand who were nominated
for this particular meeting from their respective States. The Council also placed on record its
appreciation for contribution made by Shri Rajesh Agarwal, the erstwhile Council Member
from Uttar Pradesh to the deliberations of the Council.

32 The Hon’ble Chief Minister of Goa formally welcomed the Members of the GST
Council, Officials of Central and State Governments on behalf of the State of Goa to the 37™
GST Council Meeting and stated that it was an honour to host the meeting of the Council in
Goa and that all issues in the agenda items would be discussed and deliberated in arriving at
suitable decisions. He stated that our Hon’ble Prime Minister of India had brought laurels to
our nation by successfully implementing GST regime and it would be our collective
endeavour to take this initiative to the next level and add value to make it comprehensive. He
added that there were certain issues pertaining to the State of Goa with respect to hotel
Industries and casinos, for which he had written separately to the Hon’ble Chairperson and he
expected that both the issues would be resolved in this meeting. At the end, he thanked once
again the Hon’ble Chairperson in giving his State an opportunity to host the GST Council
Meeting and also appreciated Shri Mauvin Godinho, Council Member from the State of Goa
in leaving no stone unturned in successfully organising the meeting.

3.3.  After the preliminary discussions, the Hon’ble Chairperson thanked the Hon’ble Chief
Minister of Goa and requested Dr. ABP Pandey, the Union Revenue Secretary and the
Secretary to the Council (hereinafter referred to as the Secretary) to take up the individual
agenda items for consideration of the Council.

Agenda Item 1: Address/Presentation by the Chairman, Finance Commission, regarding
need for a consultative mechanism between the GST Council and the XV Finance

Commission

4, The Secretary informed that the first Agenda Item was address by the Chairman, XV
Finance Commission (FFC) Shri N. K. Singh and requested him to make his address.
Chairman, FFC while expressing his gratitude to the Hon’ble Chairperson of the GST Council
for having acceded to the FFC’s request for granting them an audience before the Council,
stated that it was a privilege and opportunity to share their thoughts and the way in which they
were looking at macroeconomic framework, with the GST Council. At the outset, he stated
that the FFC had a stake in the decisions taken by the GST Council emanating from the
Constitution of India and the terms of reference of the FFC. He explained the stake of the
FFC in the GST regime by illustrating that about 23.8 per cent of the gross tax revenues of the
Union are from GST and that taxes subsumed in GST constitute about 42% of own tax
revenues of the States. Therefore, they were greatly interested in the behaviour of how this
large contribution of GST to the Union’s overall taxes and that of the States really behave
themselves in the foreseeable future and more so during the ['Jeriod of their award. It was
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further stated by him that as per the trends, the overall Tax-GDP ratio of India is about 17.2%
while the said ratio by way of time series analyses based on India’s current per capita income
and GDP should be about 22.6% and therefore there was a gap of about 5.4%. Within this
gap, there is a GST compliance gap which was about 2.4% of the GDP and the FFC was
interested in understanding the compliance gap of 2.4% between the GST potential and GST
realisation.

4.1. The Chairman, FFC stated that when the GST was originally adopted, it was expected
that the GST with “one-nation-one-market-one-tax™ would have a multiplier effect on growth,
improve tax revenue buoyancy, incentivise efficiency and thereby promoting the virtuous
cycle which exists between e efficiency and growth and benefit to all the stakeholders which
also had been the objective and has been the modalities in which the GST Council had
functioned with rare unanimity.

4.2.  He added that the experience of GST in the last 25 months reveals that the result has
been a mixed-one, owing to several factors such as the GST rate structure and the modalities
for compliance which have not been very simple, multiple adjustments in GST rates and its
structure have made it difficult to ascertain the impact of GST on economic growth. As
opposed to the expected buoyant expectations of the revenues, 21 of the 29 States have had to
be compensated for revenue shortfall during 2018-19. He observed that this may be partly due
to protection of GST revenue at a high 14% annualised growth from the base year of 2015-
16., which was a part of the grand bargain (in the words of the iconic politician Late Shri
Arun Jaitley) of the Union with the States. He stated that when the compensation rates were
being fixed, at that time, the nominal GDP numbers were close to 12.6%. However, the
observed growth in subsumed taxes in the five years preceding the implementation of the GST
was only about 8 to 9% per annum whereas the compensation rate was determined at the rate
of 14%. Therefore, in view of the relatively better macro-economic condition, the rate of
compensation (14%) may not have been too difficult to accommodate which meant a tax
revenue buoyancy in excess of one. Post-facto, with the containment of inflation under the
targeting regime and some sluggishness in economic activity, the nominal GDP growth itself
has been lower than expectations. Hence, the protection of revenues to the States at the
annualized rate of 14% has placed a substantial demand on the GST system.

4.3. He further stated that the award period of the FFC was for a period of five years
starting with FY 2020-21 and ending with 2024-25. While compensation to the State had been
assured till 2022, the calculations by FFC had taken into account revenue growth of 14% for
the remaining three years also. This will undoubtedly put a big burden on the Union’s
Finances. If the GST revenues of the States did not grow at the rate of 14% per annum on
account of low tax buoyancy arising from lower efficiency gains then the Central Government
and the State Governments had to worry about the certainty of the assured 14% compensation
in case of shortfall. He also observed that the gap in amount of realisation from the
compensation cess to that of compensation to be paid had also increased over a period of time.
As a result of this, Centre’s options were limited as to whether the Cess rate would have to be
increased or more commodities besides Auto Sector. Coal, Tobacco etc. would have to be
covered under the Cess or they could be a change in Act of Parliament to reflect the current
macro-economic reality which included a much lower nominal GDP growth than the GDP
numbers which were assumed or ., the compensation might have to be paid from the
Consolidated Fund of India which would impact the vertical distribution of revenues from the
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Centre to the States. He informed the Council that almost every State’s Finance Minister that
the FFC had visited pleaded in one form or the other, either for a straight continuation of the
14% compensation of the balance three years that was covered by the award period of the FFC
but not by the period of compensation or in some manner to find a solution which would
enable them a softer landing for planning their resources in view of the 14% assured revenue
growth. He stated that the FFC had a simple model based on the past estimates and nominal
GDP numbers, the FFC gives a rate of growth to each State which would commensurate with
the need of State and in a way commensurate with overall GDP of the country.

4.4, In this regard, the Chairman, FFC raised some issues and made some suggestions.
The first important question ever since the inception of the GST in July 2017, there had been
only GST rates cuts and rarely there had been rate increases. More so, rates had been adjusted
downwards for a considerable number of items in the last 10 meetings of the GST Council.
The rate revisions occurred in August, September, October and November of the initial year
of 2017 and further in January, July and December of 2018 and later in February, March and
July of 2019. He stated that this exercise upset the time frame during which all of us had
expected that the GST would certainly would be revenue neutral/positive in which all
stakeholders benefited. He stated, however as we looked at all decisions taken so far
(downward revisions of rates), it made one feel that it’s a race to the bottom where all were
seeking competitively lower and lower rates on each commodity. This resulted in a cluttered
rate structure, enormous challenges of compliance, challenges of technology. Therefore, he
stated that the time had come to go back to the drawing board in spite of the fact that this may
or may not be the appropriate time for it or else from where would the FFC consider its
awards and devolutions to States. Apart from this, the threshold turnover and exemption limits
had also been changed. He added that the multiple downward adjustments in the rate structure
had two consequences. First, it had affected the revenue stream. Secondly, there was no clarity
on the effective weighted GST rate currently in vogue. It was hence important to re-establish
the revenue neutral rate. The Chairman, FFC suggested that rate rationalization was the need
of the hour by simplifying the rate structure considerably around a three rate structure
consisting of a Standard rate, a higher rate on luxury and sin goods, and, a lower Merit Rate
with a view to configure everything around the standard rate which could be, say, 17%.

4.5. He added that the Council also needed to revisit the exemptions to recalibrate and
rationalise them further. He also highlighted the need to wvisit the future course of
compensation to States in view of the revenue gap vis-a-vis the assured growth. There were a
number of issues centred around the compensation of revenue loss to the States, pre and post
June-2022. GST compensation cess was imposed on a select band of items. There was little
room for increasing the cess on automobiles given the slowdown currently observed in this
sector. Increasing the cess on coal would have considerable cost implications for crucial
sectors like electricity where coal is employed as a critical input. This limits the scope of
raising the compensation only through a handful of items.

4.6. In view of the above, the Chairman, FFC stated that there was a need for clarity on the
above issues to enable them to fulfil their constitutional obligations. There seems to be a
certain amount of uncertainty about the gross tax revenue of the Union and its divisible pool
of taxes. This assumes significance in so far as the stability of the finances in the States is
concerned. Clarity about the net divisible pool of Union taxes over the award period and
estimation of the gross tax revenue of the States was the basis for the scheme of fiscal
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devolution that will be instituted by the Finance Commission. Hence, resolution of the
aforementioned issues was crucial to the decision-making of the Finance Commission. The
Chairman, FFC ended his address by stating that the work of the GST Council and of the FC
are essentially complimentary to each and both are constitutional bodies. He sought advice
and guidance from the Hon’ble Members of the GST Council on the conundrum faced by the
FFC as highlighted above. He suggested that a regular consultative mechanism between the
GST Council and FFC might be established to facilitate a seamless consultation and resolution
of issues that have relevance to the fiscal position of the States and resolution of issue that
have a bearing on the Constitutional obligations of both the entities.

4,7.  The Secretary thanked the Chairman, FFC for his opening address and invited the
Hon’ble Members of the GST Council for their response to the suggestions put forth by the
Chairman of FFC. Shri Manish Sisodia, the Hon’ble Minister of Delhi appreciated the issues
raised by the Chairman, FFC and stated that it was the right time to tell the Council as to
where we were headed. He also felt that it had been rightly pointed by Chairman, FFC that all
the States should get rightful and equal devolution. He stated that unfortunately Delhi was not
considered for the purpose of devolution by the Central Finance Commission since the last 18
years while they were being asked to set up State Finance Commission to devolve funds to the
local bodies. He added that this Council treated Delhi as a State while the Central Finance
Commission treated it as Union Territory. He stated that while the devolution by the Finance
Commission to the States had increased from 32% to 42%, the amount given to Delhi has
remained static at Rs 325 crore since 2011, Therefore, both Delhi and Puducherry should be
treated as States by the Finance Commission for the purpose of devolution of funds.

4.8.  Shri V. Narayanasamy, the Hon'ble Chief Minister of Puducherry offered his
condolences to late Shri Arun Jaitley, the former Chairperson, GST Council and the Union
Finance Minister of India and stated that Shri Jaitley was able to carry the entire Council with
him. Therefore, this was the opportune time to recognise and remember his services rendered
to the nation. He thereafter stated that the devolution of funds from the Central Finance
Commission and UT Finance Commission are given to the States and UTs respectively. He
stated that from the point of view of GST, the UTs of Delhi and Puducherry were treated as a
State whereas they are treated as UT with respect to devolution of Funds by the Central
Finance Commission. He stated that with the passage of Bill in Parliament with respect to UT
of Jammu & Kashmir, there would soon be three UTs with Legislatures including UT of Delhi
and UT of Puducherry. He informed that as per the Act passed in the Parliament, there was a
clause that UT of Jammu & Kashmir would be included in the FFC. Therefore, the UTs of
Delhi and Puducherry remained left out. He stated that in this regard Puducherry and Delhi
were pursuing with Government of India to be included in the FFC devolution. He added that
for the Grants given under Centrally Sponsored Schemes and Central Schemes, the UTs of
Delhi and Puducherry were treated as a State and the Grants were given in the ratio of 60:40
unlike the past when they were treated as UTs and the Grants were received from Centre in
the ratio of 90:10. While the devolution of Funds to States was42% whereas as far as
Puducherry is concerned the amount that was originally 90% in the form of Grant had
decreased to approximately 26%. He stated that the revenue from Central Taxes that was
collected from all the States including that of Delhi and Puducherry were going to the
Consolidated Fund of India whereas UT of Puducherry and Delhi, were not getting any
amount in the form of devolution therefrom. Therefore, there was every justification for
Puducherry and Delhi to be included in the FFC. In this regard he stated that the CGST
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component of GST is collected in all the States including Delhi and Puducherry. Therefore,
like any other States, Delhi and Puducherry are also entitled to 42% of CGST and that this
anomaly needs to be addressed. The Chairman, FFC stated that they function in accordance
with the terms of reference stipulated by the President of India and if the Terms of Reference
had a mandate to include the claims of Delhi and Puducherry regarding devolution, then the
same would be considered by the Finance Commission.

4.9, Dr. T. M. Thomas Isaac, the Hon’ble Minister from Kerala stated that he shared the
concerns expressed by the Chairman, FFC regarding the current slowdown in the economy in
terms of GDP growth. However, he disagreed with his views that because of slowdown the
tax collection would remain low, leading to widening of compensation gap and therefore, we
might need to re-work the compensation for the States in view of the burden on the finances
of the Union. He stated that the Centre and States came together to bring GST based on
consensus and in view of certain circumstances it should not be compromised. He was in
agreement with the view that Union Finances should not be burdened but there was a
mechanism in the Constitution itself to address the issue by which it can be addressed.
Further, the Central Government could even borrow from the market which could be recouped
by extending the period of levy of compensation cess for an year or two. He added that even
during the times of slowdown/recession there is a need to address the concerns of the State but
they did not have the right to borrow. Therefore, if the promises were not fulfilled then it
would be difficult for the States carry on these obligations.

4.10. The Hon’ble Minister from Kerala stated that he agreed with the view of the
Chairman, FFC regarding frequent downward revision and multiplicity of rates in GST and
that the present rates were not revenue neutral. However, he disagreed with the idea of
restructuring the entire GST edifice as it would be counterproductive. He added that we must
not forget about the position from where we had moved. He stated that it must not be
forgotten that in the pre-GST era there were a number of taxes including VAT levied by the
State Governments and a multiplicity of VAT rates across the States. He stated that
simplification could not be a guise to argue for reduction in tax rates in its third year of GST.
He further stated that there was no annual return and no real time data from e-Way bill was
being shared. He stated that under the guise of Ease of Doing Business, rates have been
reduced and returns had been done away which was against all canons of equity. Most of the
consumer durables had a pre-GST rate much higher than 28% while their rate under GST was
mostly at 18%. Therefore, in his view, instead of again planning to reduce the taxes further,
the system needed time to stabilise and see the experience. The Chairman, FFC responded that
it was not his suggestion thet compensation Cess as promised by the Act of Parliament should
be changed. There were several options available that could be exercised in the context of the
current macro-economic situation by the GST Council. His objective was to increase tax
collections by making the tax rates revenue positive and certainly revenue neutral. As enough
fiscal space was not available to the Union or States he did not want to decrease the revenue
kitty. He had stated earlier that there was a case for increasing the Tax-GDP ratio of India vis-
a-vis the peer group of countries in terms of same per capita income and similar stage of
economic development. He agreed with the views of Hon’ble Minister from Kerala that equity
must be an important driving consideration.

4.11. Shri Manpreet Singh Badal, the Hon’ble Minister from Punjab stated that the
Chairman, FFC had shown us the mirror. The C&AG in its report for 2017-18 had stated that
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Union of India collected 10% less tax in 2017-18 over 2016-17. If it was assumed that there
was an organic growth was of 10% to 12%, Government of India collected 20% less taxes in
GST. In other words, the tax rates in GST were much lower by approximately 25% than the
pre-GST regime. Therefore, there was a need to look at the entire gamut of tax rates and
structural changes in tax rates may be carried out, if necessary. He observed that GST was a
product of tremendous trust which the States had reposed in the Union. One of the
contributing factor for the trust was that the States were given an assurance of 14% growth in
revenue year-on-year. In his view, it appeared from this year’s budget, the commitment was
getting diluted indirectly. While total amount collected through Cesses and Surcharges had
grown by 100% during the last year, there was no money available for the States through
devolution. Therefore, he too agreed with the views expressed by Hon’ble Minister from
Kerala that the tax rates should be revenue neutral in addition to bringing out more clarity on
the devolution formula with respect to surcharges and cess.

4.12.  Shri Suresh Khanna, the Hon’ble Minister from Uttar Pradesh stated that he agreed
with the Hon’ble Chairperson of the GST Council on what she said about Late Shri Arun
Jaitley and he offered his tributes to him. He stated that the concerns expressed by the
Chairman, FFC were indeed serious and he too believed that there was a need to undertake a
review of GST. He stated that just like there were Fitment Committee and Law Committee to
look into changes in rates and law, there was a need to set up a Committee to check Tax
Evasion.

4.13.  Shri T S Singh Deo, the Hon’ble Minister from Chhattisgarh expressed his respects
and deep condolences on untimely demise of Late Shri Arun Jaitley. He stated, in the charged
political atmosphere where inter-political rivalries were acute, he was pleasantly surprised to
see a facet of Shri Jaitley in the GST Council which was very warm and accommodating as
Chairperson of the GST Council. In respect of the issues raised by Chairman, FFC regarding
GST rates etc., he stated that many viewed that India had got a very complex GST structure
and there was a need for its simplification in terms of having lesser number of slabs, may be
one, two and certainly not more than three slabs in view of keeping with the objectives of
GST to yield higher revenues and a fair playing field. He stated that while going through the
C&AG report, he noticed that the report relating to revenue from Central Excise for the year
2015-16 highlighted that 97.37% of the total Central Excise revenue came from only 8 items
and about 90.03% of this revenue came from 5 of these items. Therefore, in view of these, we
must concentrate on evasion prone commodities and high revenue generating items rather on
increasing tax rates. He stated that businesses with less than Rs 2 crore annual turnover
constitute about 82.04% of assessee base while they contributed about 3.36% to the GST
revenue and in his State most of the revenues came from very few tax payers, that is about
10% tax payers accounted for 95% of GST collection. Therefore, it was needed to ease the
environment of business for smaller taxpayers and at the same time focus on checking
leakages in high revenue contributing segments. Regarding the aspect of compensation to
States he stated that there was a provision for compensation to States in case of shortfall till
the year 2022. He informed that for a State like Chattisgarh, it was not able to increase the
revenue on its own by more than 7%. He stated that the production of coal in 2018-19 was
about 142 million tonnes and further explained that in pre-GST regime the State levied
environmental cess on coal that was used by the State entirely and then there was a VAT of
5% which accrued to revenue of the State but with the new GST regime the GST rate was
same as that of VAT rate i.e. 5% and Chhattisgarh got 2.5% as its share. Therefore, there was
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huge loss on account of revenue from Coal to the State. It was therefore, not desirable to have
a discussion regarding having or not having compensatory framework to States at this stage
and they might end up losing Rs 5500 to Rs 6000 crore by the year 2022.

4.14. Shri Nitinbhai Patel, the Hon’ble Deputy Chief Minister of Gujarat stated that
Chairman, FFC had presented a general view with respect to GST implementation. However,
he felt that the discussion regarding review of entire GST framework was not needed as it
would undo the work done by the Council in its last 36 Council Meetings. Therefore, he
suggested that the Council, based on the suggestions of Chairman, FFC, can discuss a full-
fledged agenda separately in the Council. The Hon’ble Chairperson noted the suggestion of
Hon’ble Minister from Gujarat and suggested that some more States might like to express
their views about address of Chairman, FFC and they should be heard as well.

4.15. Dr. Amit Mitra, the Hon’ble Minister from West Bengal stated that two trends were
clearly visible with regard to what the Chairman, FFC had highlighted. Firstly, the burden of
development had slowly shifted from the Centre to the States. For instance, Sarva Shiksha
Abhiyan, Right to Education, Food Security Act, all these were introduced by Centre and then
after a while it was left to the States for implementation. He stated that almost 60% of
developmental work in the States were carried out by the State’s finances. Therefore, one of
the trends was that the States were being made more and more responsible for creation of
social and physical infrastructure in their jurisdiction. The second trend was whether GST in
its current condition was sufficient as a resource provider for the aforesaid obl igations of the
States. He invited reference to the reply given by the Hon’ble MoS (Finance) in the
Parliament that approximately Rs. 45,682 crore worth of GST evasion had been detected. He
further stated that on one hand we were looking for resources in GST but the structure was
unprepared that such large-scale frauds were happening around. Therefore, the GST revenues
have turned out to be less than VAT for the States whereas the contribution of Cesses and
Surcharges to the Union’s revenue kitty as part of Gross Tax Revenue had increased from
about 6.53% in 2009-10 to 12.24%. However, the cess and surcharge were not part of
devolution package. Thus, we see a trend that the finances of States were getting squeezed.

4.16. The Hon’ble Minister from Bengal further stated that the Chairman, FFC in his
remark suggested to review the basic GST architecture, look at three rate structure, revise the
compensation matter etc. In this regard, he submitted that the tax incidence in many
commodities in the pre-GST was much higher than in the GST regime. He stated that he had
been saying that we should move away from levy of 28% on goods other than the Sin goods
and Luxury items to 18% without cherry-picking when some stability in revenue structure was
achieved. He observed that unfortunately, the revenue structure had worsened instead and
States were being compensated by the Central Government. He stated that it was not clear as
to what would happen to the State’s finances post 2021-22 when the compensation as
provided for under the Compensation Act was over. He felt that one solution could be by way
of increasing devolution to States now or probably by extending the Compensation to States
by three years at a lower rate, say 10%, beyond 2022 till the year 2025. He felt that may be by
that time the GST structure would stabilise. In this backdrop, he wondered as to whether the
Finance Commission could recommend extension of the period of Compensation to States till
GST structure stabilised. He further suggested that in the meantime as suggested by
Chairman, FFC there was a need to go back to the drawing board. Therefore, he requested to
provide the States with a head room because GST was not likely to stabilize for a few more
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years. As opposed to this, VAT stabilized in three years. The Hon’ble Minister from Gujarat
agreed with views expressed by the Hon’ble Minister from West Bengal regarding the
possibility that Finance Commission may recommend to the GST Council or the Central
Government to extend the period of compensation so that the States were assured that the
Centre would continue to help the States for few more years beyond 2022.

4.17.  Shri Sushil Kumar Modi, the Hon’ble Deputy Chief Minister of Bihar expressed his
condolences on demise of late Shri Arun Jaitley and stated that he was a great consensus
builder. He stated that the real tribute to him would be offered to him by continuing the spirit
of consensus in the Council, Thereafter, he stated that when VAT was introduced the States
were scared of revenue loss and therefore the Government of India promised compensation to
them for the loss suffered for three years. However, no compensation was required by any
State after two years of introduction of State VAT. He stated that going by the trends. he felt
that the revenue figures were not as depressing as it was being projected and that he was
confident that after three to four years of implementation very few States would be left
eligible for getting compensation from Centre. However, he requested that the Finance
Commission may recommend GST Council or the Government of India to extend the period
of compensation by two years. He drew reference to clause 18 of the 101* Constitutional of
Amendment Act which guaranteed compensation to the States for loss of revenue on account
of implementation of GST for a period of five years. Therefore, it would require
Constitutional amendment so as to extend the compensation period by another two years. He
observed that the revenue shortfall seemed to have reduced in the year 2018 and 2019 vis-a-
vis 2017 and 2018. He further stated that the average monthly collection under GST for 25
months was about Rs. 96,438 crore with a standard deviation of about 6.85% which was
within the tolerable limits.

4.18. The Hon’ble Minister observed that, apart from Brazil, Canada and few more
countries, nowhere in the world dual GST was administered and collected in a dual manner.
For instance, Singapore and some other smaller countries had only single rate GST, the
European Union also had tax rates between 15% and 29%. Therefore, it might not be possible
to have a single rate under GST even in India. He further stated except one or two countries,
nowhere in the world invoice matching was carried out. He stated that he agreed with views
expressed by Hon’ble Minister from Gujarat that the most of the issues flagged by Chairman,
FFC had already been discussed at length in the 36 GST Council Meetings held so far.
Therefore, it might not be the right time to discuss restructuring of GST framework. He felt
that most of the issues were related to simplification of processes and rationalisation of rates
and the Council was working on those lines already. He stated that when decision regarding
rate of compensation was being taken, the subsumed taxes growth rate was about 11% but
compensation to States was guaranteed at 14% as grand bargain. He strongly felt that
assurance given by the Act of Parliament should be abided and the compensation rate should
not be reduced from 14% at any cost for five years, otherwise faith of States would be
affected. He added that he would send separate memorandum to FFC with regard to notes
circulated earlier on behalf of the FFC. He requested Chairman, FFC Finance Commission to
recommend continuation of compensation Cess till the term of FFC .i.e. 2025.

4.19. Dr. Himanta Biswa Sarma, the Hon’ble Minister from Assam stated that it was a
historic day for Indian economy as corporate tax rate had been reduced from 30% to
22%/15% and a new era of growth would begin. He felt that there should be no increase in
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GST tax rate on this historic day. He stated that he was optimistic about the Indian economy
and he did not feel that last few months should be made the basis to carry out long-term
structural changes in GST. He felt that the efforts of the Government of India, GST Council,
States, NITI Aayog and all the stakeholders should be synchronised and that would
automatically lead to economic growth and increase the tax revenues. He stated that
Compensation to States was guaranteed under the Constitution @14% per annum over the
base year 2014-15 as per the deal between the Centre and the States. Therefore, if at a later
stage, if the States felt that they needed compensation for another 2 years then they would
discuss with the Government of India bilaterally. He requested the FFC to give a balanced
award to the States. He wished that the Finance Commission shouldn’t dampen the spirits
prevalent today.

4.20. Shri Mauvin Godinho, the Hon’ble Minister from Goa expressed his deep
condolences on demise of late Shri Arun Jaitley. He stated that Shri Jaitley through his
interjections ensured true consensus within the Council and every decision was taken
unanimously. With regard to concerns raised by Chairman, FFC, he differed with him based
on merit. He stated that India was a very diverse country and Union of several States and
therefore it was not proper to compare it with any of the peers. He added that GST was giving
monthly revenue of about Rs. 1 crore which spoke of big success of the new regime of
Indirect Taxes. Therefore, a slight slowdown in economy should not lead us to taking knee
Jerk reaction. Our response needs to be matured. He congratulated Hon’ble Union Finance
Minister for taking the bold step of reduction in Corporate Tax rates to improve the
investment sentiments and boost the economic growth. He stated that the GST rates on few
items had been lowered in response to sentiments of Indians and there should be no tinkering
with GST architecture as it would send a wrong message. He suggested that efforts such as
invoice matching etc should be made to plug revenue leakage on account of evasion which
would automatically bring in buoyancy in collection.

4.21. Shri D. Jayakumar, the Hon'ble Minister from Tamil Nadu stated that their views had
been recorded in his written speech, which was been laid before the Members of the Council.
The Hon’ble Minister from Tamil Nadu in his written speech expressed that the Council must
tread very cautiously on reduction of rates on auto and cement as it had serious revenue
implication. Further, the pre-GST rates on these items were at the same level as in post-GST
era. It was suggested that rationalisation should be considered only when there was high
buoyancy in tax revenue and the economic conditions were conducive. Further, Tamil Nadu
did not support any withdrawal of exemptions as they were very sensitive and based on items
either produced or consumed by vulnerable sections. Tamil Nadu was, in principle, strongly
opposed to bringing petroleum products and electricity under the scope of levy of GST as an
issue of State’s fiscal autonomy. Further that Tamil Nadu did not support any differential
treatment of States by FFC. This was for the reason that there was no differential impact on
the States arising from GST since compensation was being paid to all the States in proportion
to the amount in the base year. It was stated that one of the reasons for the persistent shortfall
in GST revenue could be due to repeated reduction in the rates of tax made by the Council in
the past two years since the roll out of GST. Therefore, Tamil Nadu also strongly favoured
continuation of compensation to States even after the mandatory five-year period, although
the rate at which such compensation was to be provided and other modalities could be worked
out by this august Council in future. Alternatively, the Compensation Cess may be merged
into the GST rate, which will increase the revenue flowing to States.
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4.22. Shri Madan Kaushik, the Hon ble Minister from Uttarakhand stated that at the time of
its formation, the State got about Rs. 233 crore from Uttar Pradesh. He informed that on
advice of the then Prime Minister late Shri A.B Vajpayee the State worked to attract industries
to Uttarakhand which led to a huge increase in its own tax revenue at the rate of 17-18% every
year. When GST came these industries did not have an incentive to remain in Uttarakhand and
there had been loss of tax revenue. Therefore, there was a need to extend the compensation to
States beyond 5 years.

4.23  Shri Niranjan Pujari, the Hon’ble Minister from Odisha offered his condolences on
passing away of Late Shri Arun Jaitley. With regard to observation of Chairman, FFC, he
agreed to the suggestion of relook into the rate structure in GST. He stated that State of
Odisha also suffered losses in GST regime due to structural changes, the change in levy
approach from origin to destination State resulted in the loss arising from CST to the tune of
Rs. 1,000 crore. They also suffered loss of VAT to the tune of Rs 600 crore on account of
paddy and pulses. He stated that he concurred with the views expressed by the Hon’ble
Minister from Chhattisgarh regarding the loss of revenue with respect to mineral resources
such as iron, coal etc in GST regime vis-a-vis pre-GST regime. Therefore, he requested that to
fill this revenue gap the Compensation to States must be continued. He further suggested
Chairman, FFC to reward the States additionally who performed well in population
management criteria.

4.24. Shri Brajendra Singh Rathore, the Hon’ble Minister from Madhya Pradesh stated that
the Centre and the State came together for implementation of GST based on trust and
therefore it was important for the Centre to uphold the commitments made to States. He also
requested for extension of Compensation to States after the five-year period, albeit with
reduced rates. The Hon’ble Chief Minister of Puducherry stated that the Compensation to
States at the rate of 14% had been arrived at after deliberations over four sessions of GST
Council, He stated that smaller States like Puducherry has been disadvantaged in GST arising
from loss from CST and the change in principle of taxation from origin to destination.
Therefore, the suggestion from Chairman, FFC that the compensation to States should be
revisited in view of the prevalent macro-economic situation may not be prudent.

4.25. Shri Basavaraj Bommai, the Hon’ble Minister from Karnataka expressed his
condolences to Late Shri Arun Jaitley. He stated that the Chairman, FFC had raised two
fundamental questions, the first being on Compensation and the other being on rates. In his
view, the intention of the FFC was to look into the ways and means to achieve the desirable
results. He stated that compensation was the bonding spirit for GST and was critical to the
States. He further stated that the growth in revenues during the VAT regime was about 13% to
14%. 1t was, therefore, essential to extend the period of compensation, as demanded by the
States. He suggested that to avoid the abrupt fall at the end of compensation period of 2022,
there could be a decremental compensation. He stated that rationalisation of rates had to done
at the right time when the revenue stabilised. The GST Council was required to ride two
horses of efficiency and equity and had to be done collectively by Centre and States together.

4.26. Shri T. Harish Rao, the Hon’ble Minister from Telangana expressed his condolences
on the demise of Late Shri Arun Jaitley and paid tributes for the leadership role played by
him. He stated that though tax incidences had reduced after GST, but there has been not much
improvement in economy. The reasons for the same are required to be ascertained. Therefore,

there should be no further rate cut in GST rates. He stated that petroleum and alcohol should
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not be brought into GST. Information should be provided in respect of GST pertaining to
other States, which would enable the States to reduce tax evasion.

4.27. The Hon’ble Chairperson subsequently invited the Chairman, FFC, to respond to the
views expressed by the Hon’ble Members of GST Council. The Chairman, FFC thanked for
the valuable and diverse views expressed by the Hon’ble Council Members. He clarified that
it was not the Finance Commission’s intension or purpose to detract from the optimism
generated by Hon’ble Union Finance Minister’s recent announcements and that they did not
want to spread pessimism. If the optimism triumphed, it would enable the FFC to conclude
better. He assured that the award by the FFC would be just and appropriate. The Chairman,
FFC stated that he agreed with the views expressed by Hon’ble Minister from West Bengal on
the broader issue of burden of developmental projects on the States and particularly with
respect to Centrally Sponsored Schemes. He informed that they were in consultation with the
Ministry of Finance to lend more predictability in terms of financing and also to see the
outcome of these schemes. He added that a very basic reason for malaise of GST appeared to
be system itself and the compliance gap, as stated earlier, and the leakage/misuse needed to be
plugged. He also stated that the views on whether or not to continue the Compensation Cess
had been varied within the Council itself. In any case, this decision did not vest in the Finance
Commission. However, the Finance Commission was obliged to look into the rates of growth
of revenue while making Award to the States. He observed that there were variation of
opinion regarding the modalities of Compensation being paid to States. He stated that it was a
constitutional provision and the Finance Commission was not in a position to decide upon it.
He also clarified that the Finance Commission was not giving any signal regarding the rate
structure or for raising tax rates, as the decision again vested entirely in the Council. With
regard to Cesses and Surcharges, he observed that they were not shareable under the
Constitution, and therefore, they could not be devolved. He stated that some of the Members
expressed their views on exemptions as to whether it should be continued or not and in his
view this feature was again embedded in the Constitution and it was up to the Council as to
decide as per the best international practises and its appropriateness.

4.28. The Chairman, FFC stated that the Finance Commission had a broad ranging terms of
reference and they were bound to address those obligations. He further stated the Finance
Commission was required to strike a balance between various vertical and horizontal
imbalances under various macro-economic assumptions. He observed that the revenue deficit
grant under Article 275 of the Constitution would depend upon the health of finances of the
Union of India. However, they were concerned about the revenues of the Union and the
divisible Pool, which together formed part of the gross tax revenues and must remain robust
and adequate in terms of absolute numbers, and therefore, the FFC was a stakeholder. Finally,
the Chairman, FFC thanked the Members of the GST Council for opportunity to express the
FFC’s views and stated, while he had to weigh various options, he hoped and prayed that the
optimism shared by the Members of the GST Council come true.

5. For Agenda item 1, the Council took note of address by the Chairman. FFC and the
views expressed by the Members of the Council.
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Agenda Item 2: Confirmation of the Minutes of the 36" GST Council Meeting held on
27 July. 2019

6. The Secretary introduced the Agenda Item and stated that it was discussed during the
Officer’s meeting held on 19" September 2019 and no comments were received from the
States regarding the versions recorded in the draft Minutes. Therefore, he requested the
Council to approve the Minutes of the 36" GST Council Meeting.

¥ For Agenda item 2, the Council adopted and confirmed the Minutes of the 36" GST
Council Meeting held on 27" July, 2019.

Agenda Item 3: Deemed ratification by the GST Council of Nofifications, Circulars and
Orders issued by the Central Government

8. The Secretary informed the Council that the Agenda Item (presentation attached as
Annexure 3 to the Minutes) was discussed in detail in the Officer’s Meeting and it was agreed
by all. Therefore, he requested the Council to approve the agenda item.

9. For Agenda item 3, the Council approved the deemed ratification of the following
Notifications, Circulars and Orders issued after 27" July, 2019 till 11® September, 2019,
under the GST law by the Central Government, which are available on www.cbic.gov.in.

/
CHAIRMAN'’S
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Act/Rules Type Notification/Circular/Order
Nos
CGST Act/CGST Rules Central Tax 351041 of 2019
Central Tax (Rate) 12 and 13 of 2019
UTGST Act Union Territory Tax | 12 and 13 of 2019
(Rate)
ITGST Act Integrated Tax (Rate) 12 and 13 of 2019
ROD Orders Under CGST Act 7 of 2019
9.1. The Notifications and Orders issued by the States which are pari materia with above

notifications, Circulars and Orders were also deemed to have been ratified.

Agenda Item 4: Decisions of the GST Implementation Committee (GIC) for information
of the Council

10. The Secretary informed the Council that the Agenda Item (presentation attached as
Annexure 3 to the Minutes) was discussed in the Officer’s Meeting and it was agreed by all.
Therefore, he requested the Council to approve the agenda item.

11. For Agenda item 4, the Council took note of the decisions taken by the GIC between
20" July, 2019 and 6™ September, 2019.

Acenda Item 5: Decisions/Recommendations of the IT Grievance Redressal Committee

for information of the Council

12 Introducing this Agenda item, the Secretary stated that the Minutes containing
decisions/recommendations of the 6% and 7" Meeting of the IT Grievance Redressal
Committee (ITGRC) were circulated to the States (attached as Annexure 1 and 2 respectively
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of the Minutes of the respective ITGRC Meetings in Agenda item 5). The presentation
covering the issues relating to the Agenda item was attached as Annexure 3 to the Minutes.

12.1.  As per the Agenda item, of the 32™ GST Council Meeting, Council had approved to
extend the scope of ITGRC to also consider on merits, the specific cases covered under the
orders of the Hon’ble High Courts as sent by any State or Central authority, to the GST
Council Secretariat having certain non-technical issues viz. errors apparent on the face of
record, where certain conditions were satisfied. The GST Council Secretariat had received 179
cases in response to extended scope of ITGRC and analysis of these cases was also presented
before the committee.

12.2. The ITGRC in its 6™ Meeting held on 27" May 2019 had decided and recommended
the following: -

A. Cases where technical glitches in filing TRAN-1 was claimed by Taxpayers: analyzed and

presented by GSTN (682 Cases):

a. To allow filing of TRAN-1 in total 172 cases of Category ‘A’, as per Annexures
mentioned in column No. 3 and 4 of Table-2 (of the 6® ITGRC Minutes) on account
of technical/system issues as explained at para 6 of Minutes, in accordance with the
Law Committee recommendations regarding consequential benefits related to filing
of TRAN 1.

b. Not to allow remaining 510 cases of Category ‘B’ as per Annexures mentioned in
column No. 3 and 4 of Table-3 (of the 6" ITGRC Minutes), in absence of any
evidence of technical/system errors in these cases as explained at para 7 of Minutes,
as was decided in similar cases in past five IT-GRC.

B. Cases presented by GST Council Secretariat reported as non-technical glitch in terms of
extended scope of ITGRC (179 Cases):
a. Not to allow re-opening of portal for Category Al (04 cases), A2 (03 cases), A3
(03 cases), A4 (07), A5 (09 cases) (total 26 cases) as the criteria laid down by 32
GST Council Meeting were not fulfilled, while some of them could be resubmitted
to ITGRC after correcting the deficiencies.

b. Cases of Category Bl (12 cases), B2 (12 cases) and D (92 cases) (total 116 cases),
having reported technical error or were not fulfilling parameters as recommended by
32™ GST Council were recommended for forwarding to GSTN for further analysis
and placing before the next meeting of ITGRC in terms of circular dated 03.04.2018.

c. Cases at Category B3 (19 cases) had been presented in the 1% to 5® ITGRC and
recommended by ITGRC, hence no action required.

d. Cases at Category C (18 cases) had been presented in the 1*' to 5" ITGRC but not
recommended by ITGRC and now again forwarded by CGST/SGST tax authorities
without recommendation, hence Committee had directed State/CBIC tax authorities
to re-examine these cases and forward properly, only if they fulfil, the
parameters/conditions as decided in 32" GST Council Meeting.

12.3. The ITGRC in its 7* Meeting held on 11" June 2019 decided and recommended the
following: -
a. To allow filing of TRAN-1 in total 98 cases of Category ‘A°’, as per Annexures
mentioned in column No. 3 and 4 of Table-2 (of Minutes) on account of
technical/system issues as explained at para 4 of Minutes, in accordance with the
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Law Committee recommendations regarding consequential benefits related to filing
of TRAN 1.

b. Not to allow remaining 151 cases of Category ‘B’ as per Annexures mentioned in
column No. 3 and 4 of Table-3 (of Minutes), in absence of any evidence of
technical/system errors in these cases as explained at para 5 of Minutes, as was
decided in similar cases in past six IT-GRC.

c. It was also decided by the committee that in all such cases where Court had directed
to allow the filing of TRAN-1 manually or electronically. without giving any
consideration to the fact that technical glitches were there or not, jurisdictional tax
authorities should take legal opinion of Government Counsel to file appeal/review
petitions as deemed fit and proceed legally as per CGST/SGST/UTGST Act, law
and rules. Commissionerate/States might either file an appeal against the above-
mentioned order or, if it was found to be a fit case in terms of 32" GST Council
decision regarding extended scope of ITGRC for non-technical issues also, then the
case might be recommended by the Commissioner following the prescribed
procedure. The Commissionerate/States may obtain the status of Technical Glitches
in the cases where decisions were to be taken for filing of Appeal or enabling
taxpayers for filing of TRAN-1/TRAN-2 in compliance of Hon’ble High Courts
orders, where ever such information was not available on record.

12.4. The Secretary also stated that the agenda was discussed during the Officers Meeting
held on 19" September 2019 and was being placed before the Council for information. The
Council took note of the decisions/recommendations of the 6™ and the 7" Meeting of the
ITGRC.

13. For Agenda item 5, the Council took note of the decisions/recommendations of the
6" and 7" Meeting of the IT Grievance Redressal Committee.

Agenda Item 6: Review of Revenue position

14. The Secretary invited Joint Secretary (Revenue), Department of Revenue (DoR), to
make a presentation on the GST revenues, trends in Return filing etc. Shri Ritvik Pandey,
Joint Secretary (Revenue), DoR, made a presentation on the agenda item (attached as
Annexure 4 to the Minutes) and informed that revenue trends of last 5 months of the
Financial Year 2019-20 had been highlighted in the agenda note. He highlighted that the
regular IGST settlement between the Centre and the States had increased substantially from
July-August. 2019 onwards. This was on account of change in the law. Therefore, the IGST
settlement had been on expected lines. He further highlighted that the trends in total gross
GST revenues had been captured in Figure 1 at page No. 43 of the Agenda Notes, which
showed that the total GST revenues were on the rise. He drew attention of the Members of the
Council to page No. 42 of the Agenda Notes relating to compensation fund and stated that Rs.
65,151/~ crore had been released as Compensation to States in the FY 2019-20 which also
included the last bi-monthly instalment of the year 2018-19. He also stated, the projections
indicated that compensation amount available at the end of February, 2019 would be close to
compensation requirement at the end of January, 2019. He informed that in general the
average revenue shortfall for the period April-August, 2019 had gone up.
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14.1. The Secretary added that as seen from Table 3 of the Agenda item, the closing
balance of compensation collected and compensation released in the year 2018-19 was Rs 47,
272 crore whereas till end of August 2019, the balance was Rs. 23, 695 crore. He informed the
Council that for the month of June-July, 2019, approximately Rs, 28, 000 crore was released
as compensation whereas the average monthly collection was around Rs. 7, 000 crore only.
The Hon’ble Minister from West Bengal wondered as to what would be the expected shortfall
in terms of collection and requirement of compensation to States by February, 2020. The
Secretary informed that the shortfall was expected to be around Rs. 10, 284 crore.

14.2. The Hon’ble Minister from Punjab drew attention of the Council to page no 28 of
report No 11 of 2019 (Indirect Taxes — Goods & Service Tax) presented by the C&AG
wherein it was mentioned that devolution of IGST was in contravention of the provisions of
Constitution of India as Article 270 (1) of the Constitution excludes duties levied under
Article 269 (A) (i.e. IGST) from list of taxes and duties to be distributed between the Union
and the States. Further, devolution of funds using Finance Commission formula also has the
impact of distribution of IGST funds among the States in a manner quite different from the
ratio in which funds would have gone to the States in normal course as ITC cross utilisation or
apportionment is based on Place of Supply concept. He stated that to this the Central
Government had replied that in 2017-18 devolution of IGST was done, pending finalisation of
accounting procedure for accounting of IGST balance, with the opinion of the Department of
Legal Affairs, Ministry of Law and Justice. The C&AG report stated that the reply of the
Ministry was silent on the aspect of corrective action taken by it for setting right the IGST
amount devolved during the year 2017-18. The reply of the Ministry was also silent on the
aspect of impact on State revenues due to adoption of Finance Commission formula for
distribution of IGST balance. In view of the above, he wondered as to whether the States were
entitled to get higher amount of revenue than what was given to them out of IGST balance of
Rs. 1,76,688 crore shown to have been received by Centre in 2017-18. He stated that in his
view, if the correction were carried out then the entire amount were to be distributed in the
ratio of 50:50 and out of the balance 50% amount with the Centre, the States were again
entitled for 42% through devolution route. He also wondered, if for some reason the
devolution of IGST provisionally was not warranted then whether at any stage the States
would get their share when the provisionally distributed IGST was finally apportioned either
by way of adjustment towards CGST or finally settled for IGST on B2C supplies.

143. The Hon'ble Minister from Punjab stated that Rs.1,000 crore had been denied to
Punjab on account of Compensation, which was due to the State, based on the Accountant
General-certified base year revenue. He further stated that one of the concerns had been
highlighted already by him i.e. the States getting less on account of cesses and surcharges as
they could not be devolved to the States. He requested the Hon’ble Chairperson to look into
these issues objectively without any bias and to evolve a mechanism to resolve these disputes
in a fair manner.

144. The Hon’ble Deputy Chief Minister of Delhi stated that their State had also suffered
a loss of Rs. 3,200 crore on account of distribution of IGST between the Union and the States
on the basis of the Finance Commission’s formula, which should have been done subsequent
to settlement of IGST funds based on Place of Supply Rules. He requested the Chairperson to
set things right in view of the report of the C&AG and the issue raised by Hon’ble Minister
from Punjab. The Hon’ble Chief Minister of Puducherry stated that they had also suffered
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losses of approximately Rs. 219 crore for reasons similar to that of Delhi. He stated that Delhi
and Puducherry were not being considered in the devolution to States by the Central Finance
Commission. He further stated that Puducherry was entitled to 0.27% of the IGST amount
apportioned to the States which would work out to Rs. 219 crore. However, out of the
apportioned IGST amount which was used to give compensation to States, Puducherry and
Delhi were left out by the Finance Commission. He too requested the Hon’ble Chairperson to
address this issue.

14.5. The Secretary stated that in the year 2017-18, the settlement mechanism was not
clearly prescribed. Therefore, as on 31 March 2018, the IGST money lying in the
Consolidated Fund of India was devolved as per the Finance Commission’s formula to the
States. He informed that this was done after taking formal opinion from the Union Ministry of
Law and Justice about the constitutional position which was also conveyed to the C&AG.
Further, there was no provisional settlement mechanism prescribed/formalised in this period.
The Hon’ble Minister from Punjab wanted to understand the implication of what was done in
2017-18. He stated that whereas the States got 42% of the IGST money, they should have got
instead 71%. The Secretary stated that the decision was taken as per the prevailing
constitutional provision and the money was devolved accordingly. He added that some States
might have received little less or more amount in terms of devolution but as far as
compensation was concerned the same had been given. He stated that if we were to revisit the
devolved shares of the States, then some amount might have to be recovered from few States.
The Hon’ble Minister from Delhi stated that prior to the decision taken by the Government of
India to put the money in Consolidated Fund of India. there was already a precedence of
settling the IGST amount and the same should have been followed instead of putting the
money in Consolidated Fund of India. He requested the Hon’ble Chairperson to correct the
anomaly. The Hon’ble Minister from Puducherry concurred with the views of Hon’ble
Minister from Delhi.

14.6. The Hon’ble Minister from Chhattisgarh wanted to know whether the IGST funds
were required to be split equally between the Union and the States and thereafter, the
remaining 50% of the Centre’s share was required to be devolved to the States in accordance
with the Finance Commission’s formula. The Hon’ble Minister from Punjab wondered as to
whether the ratio in which the IGST amount was shared with the States had been corrected.
The Joint Secretary (Revenue), DoR, responded by stating that the 2017-18 position has been
corrected from 2018-19 and now we had a continuous system of ad hoc IGST settlement
happening every two months between the Union and the States. The IGST funds are
apportioned as CGST and the SGST. The SGST component went to the respective States
whereas 42% of the CGST amount went to States by way of devolution. Dr. T V Somanathan,
Additional Chief Secretary/Commissioner, State Tax, Tamil Nadu stated that the issue
regarding settlement of IGST money for the FY 2017-18 had also been raised by Tamil Nadu.
He stated that they too had lost substantial amount of IGST money due to them as it was
devolved instead of sharing it by way of settlement. Shri V. K. Garg, Advisor (Financial
Resources) to Chief Minister, Punjab stated that as clarified, he understood that even if the
States got less by way of devolution, the rest of the money was given to the States by way of
compensation in FY 2017-18. He further stated that Joint Secretary (Revenue), DoR had
clarified that from FY 2018-19 onwards, the States had been getting the 42% of the Centre’s
share of the IGST money. However, he stated all these had led to one implication i.e. the
States should have got 71% of the IGST amount for the FY 2017-18 but got 42% instead. As a
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result, the Centre ended up utilising the funds collected from compensation cess to pay to the
Centre which actually belonged to the States and might have caused deficit in the
compensation funds. He stated that if the anomaly was not corrected, the compensation cess
stood utilised by the Centre.

14.7.  The Hon'ble Chairperson suggested to constitute a Group of Ministers (GoM) to study
in detail the issue of IGST settlement as on 31% March, 2018 and to address any possible
dispute arising from the same. She stated that the concerns raised by Delhi, Puducherry,
Punjab and Tamil Nadu could form the basis for the terms of reference of the GoM. It was
also suggested that the GoM could consist of the Hon’ble Ministers from Delhi, Puducherry,
Punjab and Tamil Nadu and would be chaired by the Union Finance Minister. It was proposed
that the GoM would submit its report within a reasonable time.

15. For Agenda item 6, the Council took note of the latest revenue position. It also
decided to constitute a Group of Ministers consisting of Hon’ble Deputy Chief Minister of
Delhi, Hon’ble Chief Minister of Puducherry, Hon'ble Minister from Punjab and Hon'ble
Minister from Tamil Nadu under the chairpersonship of the Union Finance Minister to study
in detail the issue of IGST settlement as on 31% March, 2018 and to address any possible
dispute arising from the same. -

Agenda Item 7: Issues recommended by the Law Committee for the consideration of the

Agenda Item 7(i): Proposal for extension of last date for filing of appeals against orders
of Appellate Authority before the GST Appellate Tribunal due to non-constitution of
benches of the Appellate Tribunal

16. Introducing the agenda item, the Secretary informed that the issues under this agenda
item were discussed in detail in the Officers’ Meeting held on 19" September 2019. He
invited Shri Yogendra Garg, Pr. Commissioner, GST Policy Wing, CBIC and Co-Convenor,
Law Committee to present the recommendations made by the Law Committee for
consideration of the Council. The Co-Convenor of the Law Committee made a presentation
(attached as Annexure 3 to the Minutes). He stated that the Agenda Item 7(i) was discussed
during the Officers meeting and there was a unanimity among the Officers that the Removal
of Difficulty Order, as enclosed at Annexure 1 to the Agenda Notes was required to be issued
so as to provide for a mechanism to enable filing of appeal before the GST Appellate
Tribunal. The subject ROD order was necessitated on account of non-setting up of the GST
Appellate Tribunals, which had led to lapsing of the time limit of three months® (six months
for appeals by the Government) time for appeals before the Tribunal.

17. For Agenda item 7(i), the Council approved and recommended issuance of Removal
of Difficulty Order, as annexed to the said Agenda item so as to extend the period of
limitation for filing of appeal by linking it to the date when the President or the State President
enters office.

Agenda Item 7(ii): Exemption to small taxpavers from filing of Annual Return

18. The Co-Convenor of the Law Committee introduced this Agenda item and stated that
the Law Committee had recommended for waiver of the requirement of filing FORM GSTR
9A for Composition taxpayers for the FY 2017-18 and 2018-19 as they would be required to
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file an annual return only from 2019-20 onwards. With respect to the second proposal of
waiver of requirement of filing of FORM GSTR 9 for taxpayers having an aggregate annual
turnover up to Rs.2 crore for FY 2017-18 and 2018-19, he stated that GSTR-9 filing had been
far below expectation. He further stated, it was felt the compliance requirement was more
challenging for the small taxpayers compared to the large taxpayers, as the cost of compliance
could be high in proportion to tax payable by them. He stated that the Law Committee had
recommended waiver of requirement of filing of FORM GSTR 9 for taxpayers having an
aggregate annual turnover up to Rs.2 crore for FY 2017-18 and 2018-19 and to find the ways
to further simplify the FORM GSTR-9 to make it easier for rest of the taxpayers. The
Secretary informed the Council that two views emerged during the officers meeting held on
19" September 2019 i.e. (i). Either we waive the requirement of filing of FORM GSTR-9 for
FY 2017-18 and 2018-19 for taxpayers having turnover less that Rs. 2 crore; or (ii) we could
make certain fields optional as some fields were the means to correct / explain the discrepancy
reported in earlier returns filed by them. He requested the Hon’ble Council Members to give
their views on the alternate proposals.

18.1.  Shri Shanti Kumar Dhariwal, the Hon'ble Minister from Rajasthan stated that he
agreed with the proposal regarding the waiver from filing of FORM GSTR-9A by
Composition taxpayers for the FY 2017-18 and 2018-19. However, he felt that filing of
FORM GSTR-9 may not be waived for small taxpayers but could be simplified as the small
taxpayers might also need to carry out changes/corrections in their earlier declarations done in
the monthly returns. The Hon’ble Deputy Chief Minister of Bihar supported the
recommendations made by the Law Committee. He stated that the proposals are with respect
to taxpayers with less turnovers. He added that the new Annual Return was put in public
domain in September, 2018, after the end of the Financial Year 2017-18. Therefore, it was
very difficult to contemplate in advance the details that may be required to be furnished in the
Annual Return. He felt that it might increase the compliance burden on these small taxpayers
without adding much to the tax revenue of the government. He, therefore, suggested that
taxpayers with turnover less than Rs. 2 crore may be exempted from filing of FORM GSTR-
9 for the FY 2017-18 and 2018-19 and even for taxpayers with turnover more than Rs. 2
crore, the GSTR FORM-9 may be simplified by constituting a committee of Officers to

- examine and recommend simplification of annual return.

18.2. The Hon’ble Deputy Chief Minister of Delhi stated that we had been extending the
dates for filing of these returns and also hope that the taxpayers would be filing these returns
in times to come. He stated that almost 80% of taxpayers had not filed these returns for the
said period. He wondered as to what could be the legal consequences of non-filing of these
returns as to whether non-filing of these returns would affect final IGST settlement. The Joint
Secretary (Revenue) stated that very less ITC was involved with the taxpayers with lower
turnovers. These taxpayers were mostly traders and he opined that there would be no/less
reversals. He stated it would have miniscule effect on settlement. He further stated that IGST
settlement was linked to only those taxpayers with Annual Return where they were not
entitled for credit but they had not shown reversal in their monthly returns. The Hon’ble
Minister from Delhi accepted the explanation in view of the ground reality and very little
impact on settlement. The Hon'ble Minister from Uttar Pradesh agreed with the proposal of
the Law Committee regarding FORM GSTR-9A and with respect to FORM GSTR 9, he
stated that its format needed simplification, For instance, Column 8 of FORM GSTR-9 was
difficult to comply. Shri Arvind Agarwal, Additional Chief Secretary (Finance), Gujarat,
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