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File No: 282/27" GSTC Meeting/GSTC/2018
GST Council Secretariat

Room No.275, North Block, New Delhi
Dated: 25 April 2018

Notice for 27" meeting of the GST Council on 04 May 2018 through video conferencing

Please refer to the meeting notice dated 23 April 2018 for the 27" GST Council Meeting
scheduled on 01 May 2018. Many States have requested to reschedule the Council Meeting as 01
May 2018 is a holiday in their States. Keeping this in view, the undersigned is directed to say that
the meeting of the GST Council will now be held on 04 May 2018 (Friday) through Video
Conferencing as follows:

e Friday, 04 May 2018  : 11:30 hours onwards

2. In addition, an Officer’s Meeting will be held on 03 May 2018 through Video Conferencing
as follows:

e Thursday, 03 May 2018 : 11:00 hours onwards

3. The agenda for the Council meeting is enclosed. Detailed agenda notes shall be sent in due

course.
4. Respective State NIC units may be contacted for details regarding the Video Conference.

5. Please convey the invitation to the Hon’ble Members of the GST Council to attend the

meeting.

-Sd-
(Dr. Hasmukh Adhia)
Secretary to the Govt. of India and ex-officio Secretary to the GST Council
Tel: 011 23092653
Copy to:

1. PS to the Hon’ble Minister of Finance, Government of India, North Block, New Delhi with the
request to brief Hon’ble Minister about the above said meeting.

2. PS to Hon’ble Minister of State (Finance), Government of India, North Block, New Delhi with the
request to brief Hon’ble Minister about the above said meeting.

3. The Chief Secretaries of all the State Governments, Delhi and Puducherry with the request to
intimate the Minister in charge of Finance/Taxation or any other Minister nominated by the State
Government as a Member of the GST Council about the above said meeting.

4. Chairperson, CBEC, North Block, New Delhi, as a permanent invitee to the proceedings of the
Council.

5. Chairman, GST Network
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Agenda items for the 27" Meeting of the GST Council on 04 May 2018

1. Confirmation of the Minutes of 26th GST Council Meeting held on 10 March, 2018
2. Deemed ratification by the GST Council of Notifications, Circulars and Orders

issued by the Central Government

3. Decisions of the GST Implementation Committee (GIC) for information of the
Council

4. Review of Revenue position

5. Clarification regarding applicability of Integrated Goods and Services Tax on goods supplied

while being deposited in a warehouse

6. Change in the shareholding pattern of GSTN

7. Incentivizing Digital Payments in GST regime (Carry forward item from the 25th
Council Meeting)

8. Imposition of Cess on Sugar under GST and reduction of GST rate on Ethanol

9. New System of Returns Filing

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

11.  Date of the next meeting of the GST Council

kokockock sk ok ok ok
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Discussion on Agenda Items

Agenda Item 1: Confirmation of Minutes of 26" GST Council Meeting held on 10 March,

2018

Draft Minutes of the 26" GST Council Meeting held on 10 March, 2018

The twenty sixth Meeting of the GST Council (hereinafter referred to as ‘the Council’) was

held on 10 March, 2018 in Vigyan Bhawan, New Delhi under the Chairpersonship of the Hon’ble
Union Finance Minister, Shri Arun Jaitley (hereinafter referred to as the Chairperson). A list of the
Hon’ble Members of the Council who attended the meeting is at Annexure 1. A list of officers of
the Centre, the States, the GST Council and the Goods and Services Tax Network (GSTN) who
attended the meeting is at Annexure 2.

2.

The following agenda items were listed for discussion in the 26" Meeting of the Council: —
1. Confirmation of the Minutes of 25" GST Council Meeting held on 18™ January, 2018

2. Deemed ratification by the GST Council of Notifications, Circulars and Orders issued by
the Central Government

3. Decisions of the GST Implementation Committee (GIC) for information of the Council
4. Review of Revenue position for the month of January and February, 2018 under GST

5. Accounting for provisional settlement of IGST and devolution of balance IGST at the end
of any financial year

6. Amendments to Anti-Profiteering Rules

7. Grievance Redressal Mechanism in GST regime in light of recent judgements of Hon’ble
High Courts of Allahabad and Mumbai

8. Extension of suspension of reverse charge mechanism under section 9(4) of the CGST
Act, 2017, section 5(4) of the IGST Act, 2017 and section 7(4) of the UTGST Act, 2017 and
provisions relating to TDS (section 51) and TCS (section 52)

9. Minutes of 6™ and 7" Meeting of Group of Ministers (GoM) on IT Challenges in GST
Implementation for information of the Council and discussion on GSTN issues

10. Decision of date of reintroduction of e-Way Bill requirement

11. Status of e-Wallet scheme for exports and decision on continuance of payment of IGST
through advance authorization, EPCG, etc. / exemption to EOU and SEZ units

12. New System of Return Filing
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13. Applicability of Goods and Services Tax on Extra Neutral Alcohol (ENA)
14. Any other agenda item with the permission of the Chairperson

i. Consideration of representation dated 22.09.2017 by M/s Honda Siel Power
Products as per the Directions of the Hon’ble High Court of Delhi

ii. Procedure to be followed for grant of ad hoc exemption on imports under Section
25 (2) of the Customs Act, 1962

iii. Appointment of Deputy Commissioner as member of Authority for Advance
Ruling-Amendment in Rule 103 of the CGST Rules, 2017

iv. Minutes of meeting on GST on Liquor license fee convened on 20th February
2018

15. Date of the next meeting of the GST Council

3. The Hon'ble Chairperson welcomed the Hon’ble Members of the Council. Before taking up
the Agenda items, the Hon'ble Chairperson placed on record the gratitude of the Council for the
services rendered by its three outgoing Members, namely, Shri Zenith M. Sangma from Meghalaya;
Shri T.R. Zeliang from Nagaland and Shri Bhanu Lal Saha from Tripura. He also welcomed Shri
Conrad K. Sangma, the Hon’ble Chief Minister of Meghalaya as the new Member of the Council.
He observed that nominations to the Council from the other two States, namely Tripura and
Nagaland, should be expedited. After these preliminary comments, the Hon'ble Chairperson took up
discussion on the Agenda items.

Discussion on Agenda items

Agenda item 1: Confirmation of the Minutes of the 25" GST Council meeting held on 18
January, 2018

4. Dr. Hasmukh Adhia, Union Finance Secretary and Secretary, GST Council (hereinafter
referred to as ‘the Secretary’) informed that the Government of Gujarat had requested for a change
in paragraph 14.12 of the Minutes relating to the version of the Commissioner of Commercial Tax
(CCT), Gujarat. He requested Shri Shashank Priya, Joint Secretary, GST Council, to brief about the
proposed change. The Joint Secretary, GST Council, informed that the recorded version of the CCT,
Gujarat, was a brief summary of his intervention during the Council Meeting and that the CCT,
Gujarat, had sent a revised draft suggesting incorporation of his version in greater detail. He added
that the proposed revised draft for paragraph 14.12 could be suitably recorded as the version of the
CCT, Gujarat, as follows:

‘Dr. P.D. Vaghela, CCT, Gujarat, stated that two options were discussed by the Committee on
Return. Option I supported by some of the States envisages uploading of supply and receipt details
simultaneously by the taxpayer. Option II envisages only the details of supply to be uploaded by the
supplier. In his option, there are two models, say, Model A which envisages grant of provisional
credit to the recipients for missing supplies and Model B which envisages admissibility of input tax
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credit only if supplier uploads the invoices. The model proposed by Shri Nandan Nilekani is nothing
but Model B of option II with a new feature that credit will be allowed even when tax is not paid by
the supplier.

14.12.1. The CCT, Gujarat, further stated that the model proposed by Shri Nandan Nilekani was a
harsher one, which was not earlier agreed to by the Law Committee. He stated that in this model, too
much of power was being placed in the hands of the suppliers. He further stated that in the model
proposed by Shri Nandan Nilekani (i.e. revised version of Model B), once an invoice was uploaded
by the supplier and accepted by the buyer, the buyer would get credit automatically. However, the
structure on which GST has been designed has two elements: (i) the seller uploads the invoices; (ii)
the payment of tax against the invoice should have been made. If the proposed model was accepted,
where the buyer would get credit on the basis of invoice uploaded by the seller without ascertaining
payment of tax against the invoice, this would create a huge problem in IGST transfer as funds might
be transferred from the State of the supplier to the State of the recipient, whereas the supplier might
not have paid the tax. This would lead to a situation of tax administration of one State running after
the defaulting suppliers located in another State, which would be very difficult.

14.12.2. He further stated that under Model A of Option II, input tax credit was being made available
provisionally on the basis of missing invoices uploaded by the buyer subject to its acceptance later
by the seller. He stated that this model could be acceptable to trade and chartered accountants, but
Model B of option II would never be acceptable to the stakeholders. He added that for 98% of
taxpayers, average number of invoices to be uploaded may be only 9, but a single chartered
accountant or consultant handled returns of 100 to 150 taxpayers, both as a supplier and recipient.
He gets all the details from taxpayers just 3-4 days before the due date of return filing, and he would
need to verify how many invoices were uploaded and all this would lead to a lot of difficulties. The
stakeholders would find it easier to receive a mismatch report and accept reversal of credit if
mismatch persisted beyond a period of time, as may be approved by the Council. He stated that the
best model would be where the buyer accepts invoices with a mechanism for provisional credit for
missing invoices of the buyer. He stated that in the said Model, Departmental intervention would not
be needed. He suggested to accept Model A of Option II with provisional credit for the buyer subject
to payment of tax by the supplier.’

4.1. The Council agreed to replace the version of the CCT, Gujarat, recorded in paragraph 14.12
of the Minutes, with the one proposed above. The Secretary invited any other comments on the
Minutes.

4.2. The Hon'ble Minister from Kerala stated that his version recorded in paragraph 6.5 of the
Minutes (‘The Hon'ble Minister from Kerala suggested that Rs.1 lakh crore could be taken out from
the accumulated IGST account and distributed to the States on provisional basis.”’) should be replaced
by the following version: ‘The Hon'ble Minister from Kerala suggested that the amount in excess of
Rs.1 lakh crore could be taken out from the accumulated IGST account and distributed to the States
on pro rata basis. The criteria can be the proportionate rate of the total amount of the IGST credit
hitherto distributed among the States.” The Council agreed to replace the version of the Hon'ble
Minister from Kerala recorded in paragraph 6.5 of the Minutes, with the one proposed above.
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4.3. The Hon'ble Minister from Haryana stated that his version recorded as the first sentence in
paragraph 24.5 of the Minutes (‘The Hon'ble Minister from Haryana stated that similar exemption
should be available for his State Government for supplies by Pollution Control Board and HSIDC
(Haryana State Industrial Development Corporation’) should be replaced with the following: ‘The
Hon’ble Minister from Haryana stated that the exemption of the share of profit petroleum paid to the
Central Government from the purview of the levy of GST was similar to various contracts that the
State Governments enter into with business entities and the same should also be exempted. The
agencies of the State Government of Haryana like HSIIDC (Haryana State Industrial Infrastructural
Development Corporation) and Pollution Control Board (PCB) have such contracts in place.” The
Council agreed to replace the version of the Hon'ble Minister from Haryana recorded in paragraph
24.5 of the Minutes, with the one proposed above.

5. In view of the above, for Agenda item 1, the Council decided to adopt the Minutes of the
25™ Meeting of the Council with the following changes:

5.1 To replace the version of the CCT, Gujarat, in paragraph 14.12 of the Minutes with the
following:

‘Dr. P.D. Vaghela, CCT, Gujarat, stated that two options were discussed by the Committee
on Return. Option I supported by some of the States envisages uploading of supply and
receipt details simultaneously by the taxpayer. Option II envisages only the details of supply
to be uploaded by the supplier. In his option, there are two models, say, Model A which
envisages grant of provisional credit to the recipients for missing supplies and Model B
which envisages admissibility of input tax credit only if supplier uploads the invoices. The
model proposed by Shri Nandan Nilekani is nothing but Model B of option II with a new
feature that credit will be allowed even when tax is not paid by the supplier.

14.12.1. The CCT, Gujarat, further stated that the model proposed by Shri Nandan Nilekani
was a harsher one, which was not earlier agreed to by the Law Committee. He stated that in
this model, too much of power was being placed in the hands of the suppliers. He further
stated that in the model proposed by Shri Nandan Nilekani (i.e. revised version of Model B),
once an invoice was uploaded by the supplier and accepted by the buyer, the buyer would
get credit automatically. However, the structure on which GST has been designed has two
elements: (i) the seller uploads the invoices; (ii) the payment of tax against the invoice should
have been made. If the proposed model was accepted, where the buyer would get credit on
the basis of invoice uploaded by the seller without ascertaining payment of tax against the
invoice, this would create a huge problem in IGST transfer as funds might be transferred
from the State of the supplier to the State of the recipient, whereas the supplier might not
have paid the tax. This would lead to a situation of tax administration of one State running
after the defaulting suppliers located in another State which would be very difficult.

14.12.2. He further stated that under Model A of Option II, input tax credit was being made
available provisionally on the basis of missing invoices uploaded by the buyer subject to its
acceptance later by the seller. He stated that this model could be acceptable to trade and
chartered accountants, but Model B of option II would never be acceptable to the
stakeholders. He added that for 98% of taxpayers, average number of invoices to be
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uploaded may be only 9, but a single chartered accountant or consultant handled returns of
100 to 150 taxpayers, both as a supplier and recipient. He gets all the details from taxpayers
just 3-4 days before the due date of return filing, and he would need to verify how many
invoices were uploaded and all this would lead to a lot of difficulties. The stakeholders would
find it easier to receive a mismatch report and accept reversal of credit if mismatch persisted
beyond a period of time, as may be approved by the Council. He stated that the best model
would be where the buyer accepts invoices with a mechanism for provisional credit for
missing invoices of the buyer. He stated that in the said Model, Departmental intervention
would not be needed. He suggested to accept Model A of Option II with provisional credit
for the buyer subject to payment of tax by the supplier.’

5.2. To replace the version of the Hon'ble Minister from Kerala recorded in paragraph 6.5 of the
Minutes with the following version: ‘The Hon'ble Minister from Kerala suggested that the amount
in excess of Rs.1 lakh crore could be taken out from the accumulated IGST account and distributed
to the States on pro rata basis. The criteria can be the proportionate rate of the total amount of the
IGST credit hitherto distributed among the States.’

5.3. To replace the version of the Hon'ble Minister from Haryana recorded in the first sentence
in paragraph 24.5 of the Minutes with the following version. ‘The Hon’ble Minister from Haryana
stated that the exemption of the share of profit petroleum paid to the Central Government from the
purview of the levy of GST was similar to various contracts that the State Governments enter into
the business entities and the same should also be exempted. The agencies of the State Government
of Haryana like HSIIDC (Haryana State Industrial Infrastructural Development Corporation) and
Pollution Control Board (PCB) have such contracts in place.’

Agenda item 2: Deemed ratification by the GST Council of Notifications, Circulars and Orders
issued by the Central Government

6. The Secretary invited Shri Upender Gupta, Commissioner (GST Policy Wing), CBEC, to
make a presentation on this Agenda item. The Commissioner (GST Policy Wing), CBEC, stated that
the Notifications No. 02 to 13 of 2018 of Central Tax; Notifications No. 01 to 09 of 2018-Central
Tax (Rates); Notification No.01 of 2018 of Integrated Tax; Notifications No. 01 to 10 of 2018 of
Integrated Tax (Rate); Notifications No.02 to 09 of 2018 of UT Tax (Rate); and Notification No.01
of 2018 of Compensation Cess (Rate) have been placed before the Council for deemed ratification.
Similarly, Circulars No. 29 to 31 and 33 of 2018 issued under the CGST Act have been placed before
the Council for deemed ratification. Presentation on this as well as other law related Agenda items
is attached as Annexure 3 of the Minutes.

6.1. The Council agreed to the deemed ratification of the notifications and circulars as listed in
the Agenda note which are available on the CBEC website, namely www.cbec.gov.in.

7. For Agenda item 2, the Council approved deemed ratification of the notifications and
circulars mentioned at paragraph 6 above which are available on the CBEC website,
www.cbec.gov.in.

Agenda item 3: Decisions of the GST Implementation Committee (GIC) for information of the
Council
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8. The Commissioner (GST Policy Wing), CBEC, made a brief presentation summarising the
decisions of the GIC (attached as Annexure 3 of the Minutes). He stated that GIC took a decision
by circulation to extend the time limit to file Form GSTR-3B for December, 2017 by two days, i.e.
up to 22-01-2018 (implemented by Notification No.02/2018-Central Tax dated 20 January, 2018)
and to postpone the implementation of e-Way bill Rules for both inter-State and intra-State
movement of goods due to technical glitches as reported by GSTN and it was decided that the rules
would come into force from a date to be notified later (implemented by Notification No.11/2018-
Central Tax dated 02 February, 2018). He further stated that during the 12" GIC meeting a proposal,
to set up a Grievance Redressal Mechanism to address technical glitches in GSTN, was discussed in
view of the orders of the Hon’ble High Courts of Allahabad and Mumbai. However, only a limited
decision was taken on the issue and Member (GST), CBEC, was authorised to take appropriate
decision to comply with the orders of the Hon’ble High Courts of Allahabad and Mumbai relating to
delay in filing of various returns and TRAN-1 due to glitches in GSTN and to keep penalty and fine
in abeyance. He stated that this issue was before the Council as a separate Agenda item No.7.

8.1. The Commissioner (GST Policy Wing), CBEC, further informed that during the 13" meeting
of GIC, the most important decision taken was the approval of revised e-Way bill Rules based on the
feedback received from the stakeholders as well as the States. The important changes were
highlighted in the presentation. He informed that e-Way bill Rules were notified vide Notification
No.12/2018-Central Tax dated 7 March, 2018, and the Council would need to decide the date of its
implementation.  He further informed that Rule 138(7) of the e-Way bill Rules (providing for
mandatory generation of e-Way bills by the transporter for inter-State transport of goods by road
where the aggregate consignment value of goods carried in a conveyance is more than Rs. 50,000)
was not proposed to be notified immediately. He informed that during the officers meeting held on
9 March, 2018, an amendment was proposed to the e-Way bill Rules that facility extended to
Railways (of not generating e-Way bills before commencement of movement of goods by rails and
that the same should be produced at the time of giving delivery of the goods) should not be extended
to the goods transported by rail by persons other than Railways, such as goods sent by leasing parcel
space. In order to implement this decision, the following explanation was proposed to be inserted in
Rule 138(2A): Explanation — For the purposes of this Chapter, the expression ‘railways or rail’ does
not include ‘leasing of parcel space by railways’. The Council approved the insertion of the proposed
explanation in Rule 138(2A) of e-Way Bill Rules.

8.2. The Commissioner (GST Policy Wing), CBEC, stated that the other decisions taken during
the 13" GIC meeting were: (i) amendment in relation to transitional credit in Central Goods and
Services Tax Rules, 2017, to specify the last date for furnishing FORM GST TRAN-2 as 31 March,
2018 or such period as extended by the Commissioner, on the recommendations of the Council; (ii)
change in declaration form to be submitted in FORM GST RFD-01A; (iii) rescinding Notification
No0.06/2018-Central Tax dated 23 January, 2018 as the IGST Act gave no power to levy late fee on
late filing of FORM GSTR-5A(supplier of OIDAR services). The Council took note of the decisions
of the GIC.

9. For Agenda item 3, the Council took note of the above decisions of the GIC and approved
to insert the following explanation in Rule 138(2A) of e-Way bill Rules: “Explanation — For the
purposes of this Chapter, the expression ‘railways or rail’ does not include the ‘leasing of parcel

29

space by railways’.
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Agenda item 4: Review of Revenue position for the months of January and February, 2018
under GST

10. The Secretary invited Shri Udai Singh Kumawat, Joint Secretary, Department of Revenue
[JS(DOR)] to make a presentation on this Agenda item. The JS(DOR) made a presentation, which
is attached as Annexure 4 to the Minutes. In the presentation, the JS(DOR) stated that the total
revenue collection for the month of January, 2018 was Rs. 88,929 crore and for the month of
February, 2018, was Rs. 88,047 crore. He stated that the revenue shortfall for all the States for the
month of January was lowest so far (Rs. 6,671 crore). He mentioned that the revenue collection
during the month of February, 2018 was less as compared to the month of January, 2018 as the total
SGST settlement was lesser during the month of February, 2018 (Rs. 13,479 crore) as compared to
that during the month of January, 2018 (Rs. 15,068 crore). The total shortfall for the month of
February, 2018 has gone up to Rs. 9,079 crore which was more than the Compensation Cess that was
collected every month. He pointed that the States with the maximum revenue shortfall for the month
of February, 2018 were Himachal Pradesh, Puducherry and Uttarakhand, with a revenue shortfall of
50.2, 48.1, and 44.6 percent respectively. He mentioned that shortfall for Jammu & Kashmir, which
had gone down to 28.5 percent in January, 2018 had gone upto 40.8 percent again in February, 2018.
He further pointed out that among the category of States with least revenue shortfall, the revenue
shortfall of Maharashtra, Delhi and Tamil Nadu in percentage terms during February, 2018 had
increased significantly vis-a-vis the revenue shortfall during January, 2018. He stated that this was
worrying and the States may want to look into it. He stated that the States with the least shortfall in
revenue included Uttar Pradesh, Kerala, Sikkim, Rajasthan, Assam, Meghalaya and Goa. He further
stated that the top six States in terms of improvement in revenue collection up to February, 2018
were North-Eastern States of Mizoram, Manipur, Nagaland, Arunachal Pradesh, Tripura and
Meghalaya. In fact, the States of Mizoram, Manipur, Nagaland and Arunachal Pradesh had gone into
surplus during February, 2018. He stated that the revenue gain was on account of increase in
settlement amount of IGST going to these States and it showed that the goods consigned to these
States were now being accounted for properly as compared to pre-GST days. He further stated that
the other States, which had shown net improvement in revenue collection during February, 2018
included Jammu & Kashmir, Andhra Pradesh, Haryana, Assam, Chhattisgarh, Telangana and
Gujarat.

10.1. The JS(DOR) stated that better enforcement and compliance could be contributory reasons
for improvement. The States of Telangana and Uttar Pradesh had put in detailed monitoring
mechanism and they were monitoring the top taxpayers regularly. He also referred to the analysis of
the figures of value of goods coming into the States of Maharashtra, Madhya Pradesh and West
Bengal on the basis of ‘C’ Form in the year 2016-17 in comparison with value of goods entering into
the States after GST was rolled out and this was done by using the figures of IGST used by taxpayers
for payment of SGST with some extrapolation and analysis of those figures. The analysis showed
that for the State of West Bengal, the value of goods appears to be under reported as shown entering
the State for the period of July, 2017 to March, 2018 (with extrapolation) was approximately to the
tune of Rs. 50,000 crore; in Madhya Pradesh, it was around Rs. 60,000 crore and in Maharashtra, it
was around Rs.1,50,000 crore. He stated that these were huge amounts and that the other States
could carry out a similar exercise to examine taxpayer-wise under reporting of goods coming into
their States during pre and post-GST regime. He stated that this analysis showed the need for
enhanced enforcement activity.
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10.2.  The Hon'ble Minister from Jammu & Kashmir stated that States were not able to do a detailed
analysis as they were only getting dumped data. The maximum improvement as shown in the
presentation is depicted by the North Eastern States which is most counter-intuitive result in terms
of what was happening in the past. Earlier number was given in absolute terms but now it was being
given in percentage. Therefore, the broad point is established that consumer States are getting
benefited. He added that one broad macro-economic reason for sudden drop of revenue specially for
Jammu & Kashmir and States like Sikkim and others can be attributed to the fact that the imports
into the States had decreased by approximately 30 per cent. He stated that in his State, large Central
Sector projects like Konkan Railways paid Rs.14 crore as tax revenue in the month of January, 2018
whereas in the month of February, 2018, it paid only Rs. 27,000 to the State exchequer. The large
projects such as Konkan Railways, IRCON and Ambuja Cement had some issues. He added that the
shortfall was not necessarily on account of lack of efforts by the State Governments or compliance
issue but due to specific reasons such as revenues from Konkan Railways dropping from Rs.14 crore
to Rs. 27,000 and revenue from IRCON dropping from Rs.20 crore to Rs.4 crore and reduction in
cash deposits as well. He stated that it would be more beneficial to see a macro picture of revenue
and then evaluate performance of the States. The Hon'ble Minister from Kerala supported this
suggestion and stated that no macro picture could be seen by giving month-to-month data of revenue
collection. The JS(DOR) stated that the Agenda notes had indicated revenue shortfall since the
month of August, 2017. The Hon'ble Minister from Kerala stated that it was, therefore, needed to
have a kind of moving average graph for States and at national level. He further emphasised that if
enforcement had to take place, data must be shared with the States to have some check and
intervention. He added that only after receiving the data, meaningful intervention by State
administrations was possible and it was not advisable to let loose the officers on the taxpayers without
proper justification.

10.3.  The Secretary stated that the issue of data sharing was discussed during the officers meeting
held on 9 March, 2018 and the GSTN had indicated that it would provide GSTR-2 data for every
State for data analysis at State level. The Hon'ble Minister from Jammu & Kashmir suggested to set
up aresearch and analysis wing in GST Council to do a proper data analysis and that its results should
be brought before the Council to formulate policies. The Secretary informed that GSTN and CBEC
had started detailed data analytics across a number of data sets available with them. The outcome of
preliminary data analysis had given some interesting insights like variance between the amount of
IGST and Compensation Cess paid by importers at Customs ports and input tax credit of the same
claimed in GSTR-3B; and major data gaps between self-declared liability in FORMGSTR-1 and
FORM GSTR-3B. The Secretary further stated that an Analytic and Research Management Wing
had been created in CBEC and they would be making regular presentations to him on specific issues
and statistics. The Hon'ble Minister from Kerala also emphasised the importance of data analytics
and research and stated that the Economic Survey had given a lot of insights through data analytics.
The Hon'ble Chairperson observed that all relevant data must be shared with the States.

10.4.  Shri Tuhin Kanta Pandey, Principal Secretary (Finance), Odisha, stated that the way the
analysis had been presented appeared to indicate that shortfall was equal to enforcement or lack of
it, but it is not how the things are. In GST, structural changes are happening, certain origin-based
taxes have gone, entry tax has gone, certain rate changes are happening across the board and these
are not impacting the States uniformly. He pointed out that the Service Tax was also not coming
uniformly to all States. Further, the tax on minerals had been reduced in GST regime; there was also
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tax reduction on several other commodities and all these factors could also be responsible for lower
revenue collection. He observed that there was need for a better analysis than equating better revenue
collection with enforcement.

10.5.  Shri J. Syamala Rao, Chief Commissioner (Commercial Tax) (CCCT), Andhra Pradesh,
stated that the advance settlement of IGST was added to the States’ revenue whereas their
understanding was that they would get compensation over and above the advance settlement.

10.6. The Hon'ble Minister from Jammu & Kashmir stated that the requirement to adjust the
advance settlement on a future date in equal instalments made it appear as if this IGST amount was
the Centre’s money. The Secretary stated that the IGST amount not settled with States was part of
the Consolidated Fund of India. He stated that the IGST amount left with the Centre in the
Consolidated Fund of India would be devolved to the States. The Hon'ble Minister from Jammu &
Kashmir stated that the provision for devolution presumed that it was Centre’s tax. The Secretary
stated that the money for settlement to the States was not part of the Consolidated Fund of India, but
the remaining money was part of the Consolidated Fund of India.

10.7. The Hon'ble Minister from Kerala stated that the financial year was coming to an end in
March, 2018 and two more compensation instalments had to be given. He observed that States had
been advanced a part of money from Rs. 35,000 crore (money lying with Centre in IGST for
settlement above Rs. 1 lakh crore) and there was no rationale to withhold the compensation to States.
The Secretary stated that all money transferred to States through settlement would be counted as
States’ revenue and the remaining shortfall shall be met through compensation fund. He observed
that the amount paid by way of provisional settlement would be recovered from the final settlement.
He observed that the States could not be compensated beyond the assured growth rate of 14%. The
JS(DOR) stated that in the case of State of Kerala for the months of November and December, 2017,
the amount which was settled provisionally was greater than the States’ compensation requirement
and that is why no compensation was released for those months and there were other such States as
well. The Hon'ble Minister from Kerala stated that during the last meeting of the Council, discussion
was held only with regard to provisional release of IGST amount and it was not clear how it got
linked to compensation. The JS(DOR) stated that the money provisionally released goes in the form
of SGST, hence it is calculated as State revenue for purpose of release of compensation. The Hon'ble
Minister from Jammu & Kashmir stated that in such a situation, the Centre should not collect this
IGST in instalments next year. The Hon'ble Deputy Chief Minister of Delhi stated that his State
would lose revenue if IGST was taken as part of the Consolidated Fund of India and devolved to
States because they were not covered under the 42% devolution formula. He added that the
distribution of the IGST amount must be settled separately for Delhi. The Secretary stated that the
amount lying as balance in IGST would need to be settled next year and this may happen from the
inflow of next year or balance of current year, and if it was not done, then all States would suffer
financially.

10.8. The Hon'ble Deputy Chief Minister of Delhi stated that the IGST devolution involved
component of State tax and it could not be arbitrarily distributed among States under 42% devolution
formula without considering the State of Delhi. He suggested not to take the IGST money to the
Consolidated Fund of India and to distribute the entire Rs.1.35 lakh crore among all the States if it
could not be settled provisionally for Delhi like other States. The Hon’ble Minister from Kerala
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stated that the Centre had recovered the entire amount in one month by saying that this was more
than the compensation and this was not fair. The money given as provisional settlement should not
be taken back from the States. The Secretary stated that in the month of February, 2018, the States
have got Rs. 34,100 crore both by way of SGST and by way of settlement. There was a gap in revenue
collection by States of almost Rs. 10,000 crore every month and the compensation being collected
was in the range of about Rs. 7,500 crore. The collection on account of VAT arrears was also slowly
drying up. While keeping the future in mind, it should not happen that the Cess kitty went completely
into minus. The Hon'ble Minister from Kerala stated that part of the IGST amount should be
distributed in advance. He further stated that the reasoning that since for the month of November
and December, 2017, compensation was less than the money devolved, and therefore, no
compensation would be given, virtually implied that the advance given was being taken back. The
Secretary stated that compensation was payable only if there was a shortfall in revenue and the
provisional settlement should not be treated as an extra bonus beyond the assured rate of growth of
14%. If there was any shortfall after distribution of provisional settlement, it could be given from
the Cess kitty. If anything was left in the Cess kitty, this would also be divided between the Centre
and the States.

10.9. The Hon'ble Minister from Haryana stated the compensation was to be paid after every two
months. The provisional settlement was a kind of revenue to States. The States having no shortfall
would not be getting compensation. He stated that this amount should either be treated as revenue
of States or compensation should be given. The Secretary stated that the Union Controller General
of Accounts (CGA) had suggested to do adjustment in the next financial year against the final
settlement. The Hon'ble Minister from Haryana advised that one should stick to the provisions of
the Compensation Act, which provides that compensation should be paid after every two months. He
stated that provisional settlement should be done after the payment of compensation, otherwise there
would be a violation of law. The Secretary stated that there would be no violation of law as the
question of giving compensation would arise only if there was a shortfall in revenue of States after
taking into account the 14% assured rate of revenue growth.

10.10. The Hon'ble Minister from Haryana stated that in the next financial year, there would be
need for additional compensation as additional 14% growth would be added and this would have to
be paid after every two months. The Hon’ble Chairperson stated that it was, therefore, necessary to
keep something in compensation kitty to cover up the deficit, if any, in the coming year. The Hon’ble
Minister from Haryana remarked that at least the compensation due during this financial year should
be released as it also affects the State finances. The Hon’ble Chairperson stated that if States got
revenue, which was equal to the assured growth rate of 14%, then no compensation was payable.
The Hon'ble Minister from Jammu & Kashmir stated that in such a situation, there was no need to
make any recovery from the States for the amount paid as settlement. The Secretary stated that after
recovery of this amount, the Centre would compensate for any shortfall. The Hon'ble Minister from
Kerala stated that the idea was that after payment of compensation, some amount lying in IGST
account should be given to the States. The Hon'ble Minister from Tamil Nadu stated that Article
270(1) of the Constitution excluded duties and taxes referred to in Article 269A of the Constitution.
Hence instead of devolution, the balance of the IGST should be settled between the Centre and the
State, as is being done so far, before 31 March, 2018.
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10.11. The Hon'ble Minister from Kerala stated that the compensation paid was not the full
compensation for the simple reason that the IGST was paid where goods were sold and compensation
was being paid on the basis of GSTR-3B in which many items may be left out, which would be
subsequently settled in favour of States or the Centre. Hence, this amount of Rs.1.35 lakh crore would
need to be eventually devolved. However, it would take a long time; so, it could be distributed
provisionally. Now virtually taking it back after devolving funds as provisional settlement from
IGST and denying the compensation to States was not right and if this be the case, then this exercise
need not have been done in the first place. The Secretary stated that even if this was deducted from
regular compensation, it would be subsequently paid as compensation in the event of revenue
shortfall but this could not be given as bonus over and above the 14% assured revenue growth rate.
The Hon'ble Minister from Jammu & Kashmir stated that if the IGST amount was part of the
Consolidated Fund of India and it reduced fiscal deficit, then it was part of central receipts. In such
case, the IGST amount should be in the Public Account and not in Consolidated Fund of India. The
Secretary stated that all money received by Government of India would form part of the Consolidated
Fund of India unless it is specifically excluded by the Constitution. The Constitution provides that
the part of IGST which is used for settlement of SGST will not form part of Government of India’s
kitty. By implication, the rest of the money would remain in the Consolidated Fund of India.

10.12. The Hon'ble Deputy Chief Minister of Bihar invited officers from the Council to visit the
State of Bihar and analyse the reasons for shortfall in revenue. The Secretary informed that during
the officers meeting held on 9 March, 2018, the Chief Economic Advisor had offered to do a
diagnostic for Bihar and for a few other States. Shri Rajendra Kumar Tiwari, ACS, Uttar Pradesh,
stated that the amount of shortfall in revenue shall increase and he stressed that data should be made
available to the States at the earliest. The Secretary stated that he proposed to set up a group of
officers to examine why the IGST settlement was not taking place. The ACS, Uttar Pradesh stated
that if the amount received as advance had to be repaid, then that may not be treated as revenue of
the States. Ms. Smaraki Mahapatra, CCT, West Bengal, stated that the law provided that the IGST
amount lying in the Consolidated Fund of India for which the place of supply could not be determined
or for which taxable person making the supply was not identifiable, was to be apportioned at the end
of the year [Section 17(2) of the IGST Act, 2017]. The Secretary stated that this was yet to happen
and that the provisional amount paid from the IGST fund was a temporary devolution and the amount
was just parked in the Consolidated Fund of India. He stated that this matter would be further
clarified when the issue under Agenda item 5 was discussed after getting clarification from the CGA
and the Comptroller & Auditor General (C&AG). The Hon'ble Minister from Jammu & Kashmir
stated that the concept of parking of funds in the Consolidated Fund of India was confusing. Instead,
it was better to keep it in the Public Account. The Secretary stated that if the amount was kept in the
Public Account, then the Union’s fiscal deficit would go up by Rs.1.5 lakh crore and this would also
affect devolution to the States.

11. For Agenda item 4, the Council took note of the revenue position for the months of January
and February, 2018.

Agenda item 5: Accounting for provisional settlement of IGST and devolution of balance IGST

at the end of any financial year
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12. The Secretary stated that the issue covered under this Agenda item was discussed during the
officers meeting held on 9 March, 2018 and it was informed that this matter was still under
consideration in consultation with the CGA and the C&AG. He further informed that during the
officers meeting, it was decided to defer consideration of this Agenda item. He suggested that the
Council could agree to the same. The Council agreed to the same.

13. For Agenda item 5, the Council approved to defer consideration of this Agenda item to a
future date.

Agenda item 6: Amendments to Anti-Profiteering Rules

14. The Commissioner (GST Policy Wing), CBEC, made a presentation (attached as Annexure
3 of the Minutes) on the proposed changes in the Anti-Profiteering Rules. He informed that changes
were being proposed on the suggestions of the National Anti-Profiteering Authority (NAA). He
further informed that the Committee of Officers had agreed to the proposed changes during its
meeting held on 9 March, 2018, with a slight modification in respect of formulation for ‘Explanation
to Rule 134, which, after amendment, reads as follows: “Explanation - any other person erganisation
er-entity-alleging, under sub-rule (1) of Rule 128, that a registered person has not passed on the
benefit to be treated as ‘interested party’ to file application before NAA”. The Council agreed to the
amendments to the Anti-Profiteering Rules as proposed in the Agenda notes along with modification
as indicated above.

15. For Agenda item 6, the Council approved the changes in the Anti-Profiteering Rules, as
proposed in the Agenda notes, with the following further modification in ‘Explanation’ to Rule 134:
“Explanation — any other person alleging, under sub-rule (1) of Rule 128, that a registered person
has not passed on the benefit to be treated as ‘interested party’ to file application before NAA”.

Agenda item 7: Grievance Redressal Mechanism in GST Regime in light of recent judgments
of Hon’ble High Courts of Allahabad and Mumbai

16. The Secretary informed that this Agenda item was discussed in detail during the officers
meeting held on 9 March, 2018. He recalled that this Agenda item was introduced in light of the
recent judgments of the Hon’ble High Courts of Allahabad and Mumbai in the case of M/s
Continental India (P) Ltd and M/s Abicor Binzel Technoweld respectively regarding TRAN-1s,
which could not be filed by taxpayers due to glitches in GSTN. He informed that during the officers
meeting held on 9 March, 2018, there was a broad agreement to set up the proposed Information
Technology (IT) Grievance Redressal Mechanism, as set out in Annexure A and Annexure B to the
Agenda notes for Agenda item 7, with the change that instead of setting up a new Grievance
Redressal Committee, the GIC shall act as the IT Grievance Redressal Committee. In GIC meetings
convened to address IT issues or IT glitches, the CEO, GSTN, and the DG (Systems), CBEC, shall
invariably be called as special invitees. He suggested that the Council may approve the proposal.
The Council approved the same.

17. For Agenda item 7, the Council approved the setting up of a Grievance Redressal
Mechanism proposed under Annexure A and Annexure B of this Agenda item, with the modification
that GIC shall act as the IT Grievance Redressal Mechanism and that in GIC meetings convened to
address IT issues or IT glitches, the CEO, GSTN, and the DG (Systems), CBEC, shall invariably be
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called as special invitees. The CBEC shall issue a detailed circular in this regard with the approval
of GIC.

Agenda item 8: Extension of suspension of reverse charge mechanism under section 9(4) of the
CGST Act, 2017, Section 5(4) of the IGST Act, 2017 and Section 7(4) of the UTGST Act, 2017
and provisions relating to TDS (Section 51) and TCS (Section 52)

18. The Secretary informed that this Agenda item was discussed during the officers meeting held
on 9 March, 2018 and generally, there was an agreement to extend by two months the provisions of
Section 51 (TDS), Section 52 (TCS) and Reverse Charge Mechanism under Section 9(4) of the CGST
Act, 2017, Section 5(4) of the IGST Act, 2017 and Section 7(4) of the UTGST Act, 2017. However,
one point of decision before the Council was regarding extension of suspension of reverse charge
mechanism for composition taxpayers. He stated that the general view during the officers meeting
was to bring reverse charge mechanism for composition dealers from 1 April, 2018 and to extend it
by two months for other situations.

18.1. The Hon'ble Minister from Kerala stated that the reverse charge mechanism was meant to be
an anti-evasion tool to prevent leakages and it should not be postponed indefinitely. He added that
the reverse charge mechanism also existed under VAT and there must be a definite time frame for
introducing reverse charge mechanism in GST. He suggested that reverse charge mechanism for
composition taxpayers should not be postponed and for other categories of taxpayers, it should be
introduced at the earliest possible and two months’ extension seemed fair.

18.2. The Hon'ble Minister from Rajasthan stated that for the composition taxpayers, there was a
decision by the Council to increase the threshold of annual turnover to Rs.1.5 crore but it had not
been implemented as yet. The Secretary stated that this change would be done along with other
changes to be carried out in the GST law, including the changes relating to return filing. He pointed
out that the experience indicated that majority of composition taxpayers had declared an average
turnover of Rs.5 lakh per quarter, which amounted to an annual turnover of Rs.20 lakh, and in this
light, there appeared to be no point at this stage to increase the annual turnover threshold for
composition taxpayers to Rs.1.5 crore.

18.3. The Hon'ble Minister from Jammu & Kashmir stated that the reverse charge mechanism
should be introduced from 1 April, 2018 except if it had implications on the IT system. It was
important to take a view whether it would further complicate the IT system or cause glitches. The
Hon'ble Deputy Chief Minister of Bihar stated that implementation of reverse charge mechanism
could be extended by two months for composition taxpayers and at the same time, one should also
explore methods other than reverse charge mechanism to curb the ways in which these small
taxpayers were concealing their turnovers. He further stated that the provision for TDS should be
implemented immediately. The Secretary stated that for operationalising the provisions of TDS,
electronic linkage was required between the Government accounting system and the GSTN
accounting system to enable transfer of funds deducted at source by the deductor to the cash ledger
of the taxpayer (deductee). About two months’ time was needed to achieve this linkage. He further
stated that traders were presently showing very low turnover and he was not very confident that the
situation would improve with the introduction of reverse charge mechanism because the taxpayer
himself was required to declare purchases under reverse charge mechanism. The Hon'ble Deputy
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Chief Minister of Bihar stated that reverse charge mechanism for composition taxpayers should also
be extended by two months.

18.4. The Secretary suggested that TDS, TCS and reverse charge mechanism for composition
taxpayers could be introduced from 1 June, 2018. Reverse charge mechanism for other categories of
taxpayers could be introduced from a later date. The Hon'ble Minister from Jammu & Kashmir
suggested that instead of 1 June, 2018, it could be introduced from the end of first quarter i.e. 1 July,
2018. The Secretary stated that this was a good suggestion and that the Council could agree to
introduce TDS, TCS and reverse charge mechanism on composition taxpayers from 1 July, 2018.
The Hon'ble Chairperson stated that extension of time could be linked with the timeline for
implementation of the e-Way bill system as this was also part of the anti-evasion measure. The
Secretary stated that since e-Way Bill system was being implemented from 1% of April, 2018, a
staggered roll out of reverse charge mechanism could be worked out for composition taxpayers 1%
of July, 2018. He further stated that as far as IT system was concerned, even under the present system,
there was full mechanism available for inputting of invoices related to reverse charge, so no difficulty
was foreseen with regard to IT system. He added that the reverse charge mechanism was not
proposed to be started for non-composition taxpayers at this juncture. He also stated that under VAT,
reverse charge mechanism was meant only for composition taxpayers in most of the State Laws. The
Hon'ble Minister from Kerala stated that in all States, reverse charge mechanism was applied in the
form of purchase tax. Shri Ritvik Pandey, Finance Secretary, Karnataka, stated that there was no
purchase tax in the State of Karnataka. Shri Sanjeev Kaushal, Additional Chief Secretary, Haryana,
stated that in Punjab and Haryana, the entire purchase tax was under reverse charge including that
on purchase of cotton.

18.5. The Secretary stated that there was some criticism that reverse charge mechanism was
against informal sector as due to this provision, people would refrain from buying from unregistered
sellers. In view of this, he wondered whether the reverse charge mechanism should be applied on all
items. The Hon'ble Minister from Uttar Pradesh stated that if small dealers in composition scheme
could pay under reverse charge mechanism, then why the bigger dealers could not do so as well and
they should also be included. The CCT, West Bengal, suggested that a staggered approach should
be adopted in applying the reverse charge mechanism.

18.6. The Hon'ble Minister from Chhattisgarh stated that if purchases were made by non-
composition taxpayers from unregistered sellers, tax would be paid by the buyer on his final output.
He further stated that if reverse charge mechanism was introduced, then the threshold exemption and
composition scheme would have no meaning. He recalled that no input tax credit was available to
composition taxpayers. The Hon'ble Deputy Chief Minister of Bihar suggested that during the next
meeting of the Council, there should be a detailed agenda item on reverse charge mechanism and it
should be presently extended by three months. The Hon'ble Chairperson observed that evasion level
was high among the taxpayers availing composition scheme and a solution needed to be found in this
regard. He observed that while the Hon'ble Minister from Rajasthan wanted the annual turnover
threshold for composition taxpayers to be increased to Rs.1.5 crore, as per the present data, the
average annual turnover of composition taxpayers was only in the range of Rs.17 lakh to Rs.18 lakh.
Therefore, increasing the threshold of annual turnover to Rs.1.5 crore for composition taxpayers
might be meaningless.
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18.7. The Hon'ble Minister from Chhattisgarh reiterated that there would be no logic left for
composition scheme and for exemption threshold if the tax already gets paid under reverse charge
mechanism and embedded taxes get added to the cost of composition taxpayer. He added that in all
States, neither reverse charge mechanism nor the composition scheme was applicable to taxpayers
with annual turnover above Rs.40 lakh and that the idea of having an annual turnover threshold of
Rs.1.5 crore for composition taxpayers came on account of Central Excise exemption available to
small scale industries up to this turnover limit. The composition scheme and exemptions given under
Central Excise were two different issues but now if reverse charge mechanism was brought on all,
then indirectly, one would be bringing to an end the composition scheme and the exemption threshold
limit. Therefore, some other mechanism needed to be worked out.

18.8.  The Principal Secretary (Finance), Odisha, stated that if a composition taxpayer purchased
from an unregistered seller, he would pay full tax under reverse charge mechanism as would have
been the case as if he was buying from a registered seller. However, on his own value addition, he
would pay only 1% of the value of his turnover. The Secretary observed that under VAT,
composition scheme was only for traders whereas in the GST regime, it was proposed to be brought
in for manufacturers as well as traders and also some service providers. The only additional benefit
available to composition taxpayers under the GST regime was procedural simplification. He
observed that offering composition scheme to medium and small-scale taxpayers up to annual
turnover of Rs.1.5 crore on the lines of the exemption under Central Excise might not be very
effective and some other way would need to be found out to give tax benefit to small scale enterprises.
The Hon'ble Deputy Chief Minister of Bihar observed that if tax evasion by composition taxpayers
was plugged, the likely additional revenue to accrue was about Rs. 2,000 crore. He observed that
compared to the total revenue collection, this was a small amount and it might not be prudent to
invest so much of time and energy on small taxpayers. He suggested to defer implementation of
reverse charge mechanism by two months. The Hon'ble Minister from Kerala stated that the aim
was not to pursue small dealers but to only make them to pay tax under reverse charge mechanism.

18.9.  Shri T.V. Somanathan, CCT, Tamil Nadu, suggested that reverse charge mechanism should
be started for all types of taxpayers from 1 July, 2018, and if not for all, then at least for composition
taxpayers from 1 July 2018. The Secretary suggested that this issue could be deferred by three
months, and in the meanwhile, a committee could be constituted to look into various aspects of
reverse charge mechanism for purchase of goods by composition dealers and others. The Hon'ble
Minister from Goa stated that the reverse charge mechanism was a means to arrest tax evasion and a
very clear and strong signal should go out and not implementing it immediately might lead to evasion
of tax. The Hon'ble Minister from Punjab suggested to look into the macro data as, according to his
assessment, total sourcing by composition taxpayers from registered taxpayers would be less than
1%. The Secretary suggested to defer the introduction of reverse charge mechanism by three months.
The Hon'ble Chairperson stated that during this period, a Group of Ministers (GoM) could be
constituted to examine this issue. The Hon'ble Minister from Jammu & Kashmir stated that there
was a general sense that we were floundering with GST and making frequent changes in laws. He
observed that there was an opportunity to change the optics by announcing that on 1 July, 2018,
reverse charge mechanism would be introduced for composition taxpayers and introduction of
reverse charge mechanism for other categories of taxpayers could be examined by a committee to be
constituted for the purpose. The Hon'ble Chairperson stated that a Group of Ministers (GoM) from
five States could look into this issue and then a decision could be taken before 1 July, 2018. The
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Hon'ble Ministers from Kerala, Chhattisgarh, Punjab, Uttar Pradesh and Bihar volunteered to be the
members of the GoM. The Secretary stated that in view of this discussion, the Council may approve
to defer the introduction of reverse charge mechanism by three months and a GoM consisting of the
five Hon’ble Ministers would examine the issue in detail.

18.10. Shri Prakash Kumar, Chief Executive Officer (CEO), GSTN, stated that for TCS, it was
envisaged that data would go from GSTR-1 to the taxpayer’s return and since GSTR-2 was on hold,
the date for TCS implementation should be decided only after the new return module was finalised.
The Secretary stated that TDS could be implemented from 1% July, 2018 and for TCS, the issue could
be reviewed further.

18.11. The Hon’ble Minister from Tamil Nadu in his written speech suggested that the Council may
consider granting a one-time amnesty to the taxpayers whose registration had been cancelled for
failure to migrate to GST within the given time frame. This would facilitate them to file GST returns
and pay tax or the period during which their provisional registration was in force. He also suggested
to enable the taxpayers to file GST TRAN-1 as a onetime measure.

19. For Agenda item 8, the Council approved the following: -

(i)  to extend the date for implementation of tax deduction at source (TDS), tax collection at
source (TCS) and reverse charge mechanism under Section 9(4) of CGST/ 5(4) of SGST
Act/ 7(4) of UTGST Act to 1 July, 2018;

(i)  to constitute a Group of Ministers consisting of the Hon'ble Deputy Chief Minister of Bihar
and the Hon’ble Ministers from Kerala, Chhattisgarh, Punjab and Uttar Pradesh to study
the issues relating to reverse charge mechanism. A group of officers shall also be
associated with the GoM to assist the Hon’ble Ministers and also present their view points.
The GoM shall present its recommendation to the Council well before 1 July, 2018.

Agenda item 9: Minutes of 6th and 7th Meeting of Group of Ministers (GoM) on IT Challenges
in GST Implementation for information of the Council and discussion on GSTN issues

20. This Agenda item involved discussion on the minutes of 6™ and 7" meetings of the Group
of Ministers on IT Challenges in GST Implementation held on 7 January, 2018 and 24 February,
2018 respectively. The minutes of these meetings were placed before the Council under Agenda
item 9. The Council took note of the minutes of the two meetings, but due to paucity of time, no
discussion took place on this Agenda item.

21. For Agenda item 9, the Council took note of the minutes of 6™ and 7" meetings of the Group
of Ministers on IT Challenges in GST Implementation held on 7 January, 2018 and 24 February,
2018 respectively.

Agenda item 10: Decision of date of reintroduction of e-Way Bill requirement

22. The Secretary informed that this Agenda item was discussed during the officers meeting held
on 9 March, 2018 and during this meeting, the National Informatics Centre (NIC) had informed that
final round of load testing was being done and it was expected to migrate the e-Way bill generation
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to Central server by 15 or 16 March, 2018. NIC was ready to start e-Way bill system for inter-State
movement of goods from 1 April, 2018. For intra-State movement, they sought some more time and
suggested its staggered implementation. He stated that for introduction of intra-State e-Way bill
system, the Agenda note had suggested its implementation in a staggered manner where the first lot
of States could commence intra-State e-Way bill from 15 April, 2018. The second lot could
implement from 20 April, 2018, the third lot from 25 April, 2018 and the remaining States from 30
April 2018. He suggested that the GIC could be delegated the responsibility to tweak dates for
introduction of intra-State e-Way bill system, if so required.

22.1. The Secretary further informed that during the officers meeting held on 9 March, 2018, it
was agreed that the States falling in the first lot would be Andhra Pradesh, Kerala, Uttar Pradesh,
Telangana and Gujarat. He stated that the CCT, Karnataka, had informed that his State had
implemented the e-Way bill system from September, 2017 and would like to continue with the same.
He added that during the officers meeting held on 9 March, 2018, the States of Telangana and Uttar
Pradesh had also expressed that they would like to continue their system of e-Way bill under their
State law until the national e-Way bill Rules were brought into force. The Secretary stated that in
the second lot, the States that would implement the e-Way bill system are Bihar, Haryana, Jharkhand,
Uttarakhand and Madhya Pradesh. He added that during the officers meeting held on 9 March, 2018,
the CCT, Tamil Nadu, had informed that instead of being part of the second lot as mentioned in the
agenda item, they would like to be part of the fourth lot. The Secretary further stated that in the third
lot, the States of Arunachal Pradesh, Madhya Pradesh, Meghalaya, Sikkim and the Union Territory
of Puducherry would introduce intra-State e-Way bill. The remaining States would introduce intra-
State e-Way bill in the fourth lot. The Commissioner (GST Policy Wing), CBEC, stated that the
States would need to issue a notification, in consultation with the Chief Commissioner of Central
Tax under Rule 138(14)(d) of the SGST Rules of their State to exempt the application of e-Way bill
for intra-State movement of goods for the time period during which the same was not implemented
by them. The said notification would be withdrawn from the date from which e-Way bill for intra-
State movement of goods is to be started. The Council agreed to the above proposals.

22.2. The Hon'ble Minister from Kerala raised the issue of making e-Way bill system applicable
to movement of gold and enquired as to what decision was taken on this issue. The Commissioner
(GST Policy Wing), CBEC, stated that the Law Committee had deliberated on this issue and the view
taken was that due to security related concerns, movement of gold should be exempted from the
provisions of e-Way bill Rules. The Hon'ble Minister from Kerala stated that the traders of gold
were bringing gold to the State and carrying on trading activities but this could not be intercepted
due to absence of e-Way bill system. The Secretary stated that the e-Way bill system might not be
effective for transport of gold as gold could also be transported in a bag. The Hon'ble Minister from
Kerala stated that such mode would be an issue of tax evasion but otherwise gold requires a system
of precious cargo movement. The CCT, West Bengal, stated that in her State, gold was kept out of
the e-Way bill Rules due to security considerations. Ms. Sujata Chaturvedi, Principal Secretary
(Finance & Commercial Tax), Bihar stated that in Bihar, movement of gold was also out of the
purview of e-Way bill Rules due to security reasons. The Secretary stated that all these States did
not have a system of precious cargo movement and requested to drop the suggestion to bring
movement of gold under the e-Way bill system.
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22.3.  The Hon'ble Chairperson stated that India’s demand for gold was about 1,200 tonnes every
year and its import was charged to Customs duty at the rate of 10%. If Customs duty was increased,
smuggling would start in a big way. He stated that it was better to allow import of gold through
formal method instead of through informal method. The Hon'ble Minister from Kerala stated that in
his State, the annual revenue from gold had been reduced from Rs.650 crore to Rs.200 crore. He
stated that his State would prepare a note on this issue after full data on supplies under GST was
made available.

22.4.  The Hon’ble Minister from Tamil Nadu in his written speech expressed the hope that GSTN
would put in place a robust IT infrastructure before the actual implementation of the e-Way Bill
system.

23. For Agenda item 10, the Council approved the following:

@) to start e-Way bill system for inter-State movement of goods on all-India basis from 1
April, 2018;
(ii) to introduce intra-State e-Way bill system in a staggered manner and the States shall

implement it as per the following time schedule:

(a) first lot of States consisting of Andhra Pradesh, Kerala, Uttar Pradesh, Telangana and
Gujarat from 15 April, 2018;

(b) second lot of States consisting of Bihar, Haryana, Jharkhand, Uttarakhand and
Himachal Pradesh from 20 April, 2018;

(c) third lot of States consisting of Arunachal Pradesh, Madhya Pradesh, Meghalaya,
Sikkim and the Union Territory of Puducherry from 25 April, 2018;

(d) fourth lot consisting of remaining States from 30 April, 2018;

(e) the States of Karnataka (already running on NIC system), Telangana and Uttar Pradesh
to continue with their intra-State e-Way Bill System under the State law till they
introduce the national intra-State e-Way bill system;

(iii) GIC shall be delegated the responsibility to tweak the dates for introduction of intra-State
e-Way bill system, if so required; and

@iv) States shall issue a notification, in consultation with the Chief Commissioner of Central Tax,
under Rule 138(14)(d) of the respective SGST Rules to exempt the application of e-Way bill for
intra-State movement of goods for the time period during which the same was not implemented by
them. The said notification would be withdrawn from the date from which e-Way bill for intra-State
movement of goods is to be started.

Agenda item 11: Status of e-Wallet scheme for exports and decision on continuance of payment
of IGST through advance authorization, EPCG, etc. / exemption to EOU and SEZ units

24, The Secretary informed that this Agenda item was discussed during the officers meeting held
on 9 March, 2018. During the officers meeting, it was noted that some preparatory work had been
done, but more was needed to be done to address a large number of identified technical, legal and
administrative issues. In this view it was agreed to defer implementation of e-Wallet scheme by six
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months i.e. up to 1 October, 2018 and to extend the present dispensation in terms of exemptions etc.
for a further period of six months, which is currently available till 31 March, 2018. He suggested
that the Council could also agree to this proposal. The Council agreed to the proposal.

24.1. The Secretary informed that during the officers meeting held on 9 March, 2018, progress in
the grant of refunds to exports of both IGST and input tax credit was reviewed and it was noted that
the pace of grant of IGST refund had picked up. It was also decided that GSTN would expeditiously
forward the balance refund claims to the Customs/Central GST/ State GST authorities, as the case
may be, for their immediate sanction and disbursal. The Council appreciated these developments.

25. For Agenda item 11, the Council approved the following:
(i)  To defer the implementation of e-Wallet scheme by six months i.e. up to 1 October, 2018;

(i1)) To extend the present dispensation in terms of exemptions etc., which is currently available
till 31 March, 2018 for a further period of six months i.e. up to 1 October, 2018.

Agenda item 12: New System of Return Filing

26. The Secretary invited the Chairman, GSTN, to make opening remarks to be followed by a
presentation by Shri Manish Sinha, Commissioner (Central Excise), CBEC. The Chairman, GSTN
in his opening remarks, stated that the new return design had been finalised after detailed and
extensive meetings, several rounds of discussion including discussion with the team of Shri Nandan
Nilekani, Co-founder and Non-Executive Chairman of the Board of Directors of Infosys Ltd. He
stated that the design was then discussed with the GoM on IT related Challenges and subsequently
during the officers meeting held on 9 March, 2018. He pointed out that the major differences in the
model proposed by Shri Nandan Nilekani and that by the Committee on Return related to availment
of provisional input tax credit by recipient; linkage between availment of input tax credit by recipient
and tax payment by supplier and auto reversal of input tax credit. He stated that there was a detailed
discussion on this issue during the officers meeting held on 9 March, 2018 and from the discussions,
it was clear that both the models had something in common. He suggested to introduce the common
features of the two models and to see later how the differences in the two models could be addressed.
He stated that the broad agreement related to the following issues: (i) to have only one monthly
return, which would substantially reduce the number of returns filed in a year; (ii) for sellers, to have
an option to continuously upload the invoices, which could be seen by the corresponding buyers; (iii)
the buyers would be shown the tax paid status of the invoices so that the buyer knows that the tax
has been paid by his supplier; (iv) buyer to be shown the difference between the input tax credit
claimed and the likely input tax credit eligible on the basis of the invoices uploaded by his seller and
the tax paid thereon but there would be no auto reversal of input tax credit till one gains experience
of the new system; (v) for the difference between the input tax credit claimed and the likely eligible
input tax credit, the taxpayer would be advised through the GSTN system to file a reconciliation
statement and explain the difference and pay taxes; (v) if no reconciliation statement was filed
beyond a certain prescribed time period, and the difference was more than the prescribed threshold,
such cases could be taken up for audit or investigation.

26.1.  After these preliminary comments, the Commissioner (Central Excise), CBEC, made a
presentation, which is attached as Annexure 5 of the Minutes. He stated that the return was proposed
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to be filed monthly by all taxpayers, except for those under the composition scheme. The monthly
return was to consist of a summary return like the present GSTR-3B and have as its annexure,
invoices for outward supplies and such inward supplies which attracted tax on reverse charge basis.
No system-based matching was proposed and instead matching would be done offline by the
taxpayers. He stated that online matching by the system could lead to mismatches to the tune of 30%
to 40% (based on the information received from Karnataka) which would be humanly impossible to
reconcile. On this account, matching was proposed to be done offline.

26.2. The Hon'ble Minister from Kerala stated that the supply details filed in GSTR-1 could be
auto-populated in GSTR-2 and samples could be taken to see whether the two matched. The CEO,
GSTN, stated that since GSTR-2A was being auto-populated from GSTR-1, the same would match.
He explained that the Commissioner (Central Excise), CBEC was referring to a system of return
filing where buyer uploaded details of both sales and purchases and it was matched by the system.
In such cases, the percentage of mismatch was 30% to 40% based on the experience of four States
(Karnataka, Andhra Pradesh, Gujarat and Maharashtra) who had adopted this system of return filing.
The Chairman, GSTN, stated that there was agreement with respect to the suggestion by Shri Nandan
Nilekani that there should be only one-way traffic for invoice upload i.e. by the supplier. There was
convergence that only the seller would upload the invoices. The recipient would be able to
continuously view the invoices uploaded by the supplier and its tax payment status and an invoice
locking facility could be made available as an IT facilitation measure. An offline tool would be
provided to the buyer to assist in return filing and down-loading supplier’s invoices.

26.3. Continuing the presentation, the Commissioner (Central Excise), CBEC stated that return
filing was proposed to be staggered wherein taxpayers with annual turnover above Rs.1.5 crore shall
file their return by 10" of the next month and taxpayers with annual turnover below Rs.1.5 crore
shall file their return by 20™ of the next month, except some categories like composition taxpayers.
He added that for nil return filers, there would be a separate button, and with one click of the button,
the return would be filed automatically. The seller would have the facility to continuously add any
missing invoices of the past period and pay the tax thereon. The input tax credit shall be provisionally
taken on the basis of receipt of goods covered under the invoices. The credit would be finalised upon
the seller paying the tax due. Facility of partial payment of tax on self-assessment basis shall be
allowed and the buyer would be shown the tax payment status. He stated that for partial payment of
tax, credit would be allowed to the extent of tax payment and the seller would need to identify as to
on which invoices tax was not paid. While return would be filed in one stage, the credit reconciliation
would take place in three steps: (a) Input tax credit would be availed on self-declaration basis upon
filing of return; (b) An IT platform would provide facility to continuously add missing invoices,
credit notes and debit notes for the past period and pay tax liability thereon; (c) On expiry of the
rectification period, excess credit taken shall be self-assessed and reversed by the buyer. GST
Council could extend the rectification period. He added that a liberal timeframe was being suggested
for rectification as it was a new idea and the taxpayer should get used to it. At a later stage, time
period could be considered to be reduced. Credit so reversed can be taken again by the buyer if the
seller pays the tax due later. Cases of large difference between input tax credit taken by the buyer
and the tax paid by the seller could be taken up for audit/scrutiny. A system of auto reversal of input
tax credit would be introduced only if it was programmable in the IT system and the mismatches
between the sale and purchase details were within acceptable limits.
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26.4. The Commissioner (Central Excise), CBEC, further stated that it was important to maintain
a linkage between tax payment and input tax credit availment and, therefore, the concept of
provisional credit was very important. He stated that as per the present data, tax payment by a
taxpayer was in the ratio of 3:1 for input tax credit and cash. This meant that a taxpayer if required
to pay tax of four rupees, was paying the same by utilising three rupees as input tax credit and one
rupee in cash. He stated that if 20% of invoices were not uploaded, this would lead to an extra
requirement of Rs.50,000 crore in cash for tax payment, which would be a very big burden on the
economy. He informed that during the meeting of the officers held on 9 March, 2018, a discussion
took place regarding a provision to block the facility of invoice uploading for those sellers who had
defaulted in payment of tax. He stated that this approach could be more problematic and could lead
to penalising multiple buyers of the concerned seller. He added that it was proposed to continue with
GSTR-3B and GSTR-1 returns for a period of three months after 1 April, 2018.

26.5. Summarising the presentation, the Secretary stated that the model proposed during the
presentation was a modified version of that mentioned in the Agenda note based on the discussion
during the officers meeting held on 9 March 2018. It was proposed that only one GSTR return would
be filed in a month and it would be a combination of the present GSTR-3B (Summary return) and
GSTR-1 (Details of sales invoices) returns. The sales invoices would form an annexure to this
return. Invoices could be uploaded on daily basis and these would automatically form part of the
annexure of the return, thus helping to unclog the system. Further, he stated that the buyer and seller
would know the amount of gap between the input tax credit claimed by the buyer and the invoices
uploaded by the seller. It was also expected that the buyer would ensure that the seller uploaded the
missing invoices. A period of three months was proposed to be given to the buyer to explain the
mismatch in the credit taken vis-a-vis the invoices uploaded by the seller. The difference in the
amount of input tax credit claimed would be explained by the buyer through a rectification statement
and where the differences remained, he would be expected to pay the difference between the amount
of tax paid on uploaded invoices and the input tax credit taken. In the initial phase, the GST Council
could allow longer than three months to file the rectification statement. He added that auto reversal
of excess input tax credit had many challenges and it would need to be explored whether suitable IT
system could be created for auto reversal. However, data regarding the gap between the tax paid by
the seller and the input tax credit availed by the buyer could be used for conducting annual return
assessment and audit. He stated that such a provision would make the buyer aware that he needed
to make the seller to pay the tax. He stated that an element of self-policing was important as the tax
administration had limited manpower to audit and assess each and every case of mismatch between
the tax paid and the input tax credit taken.

26.6. The Hon'ble Deputy Chief Minister of Delhi stated that two issues may arise from this model.
The first was that if input tax credit was being reversed at the buyer’s end due to wrong doing at the
seller’s end as the tax was to be paid at the seller’s end, it would lead to double taxation at the buyer’s
end. Secondly, the requirement of filing monthly return would be a problem for small traders. The
Secretary stated that currently small traders were filing GSTR-1 return quarterly and GSTR-3B return
on monthly basis and 30% of GSTR-3B returns were nil returns. The nil return filers could file their
returns by a simple click of a button. He stated that if small taxpayers were given three months’ time
to file returns, then monthly matching of input tax credit would not be possible. Further, the data of
settlement of tax for States also came from returns and if returns for small taxpayers was filed on
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quarterly basis, settlement of funds to the States would also suffer. It was, therefore, desirable that
every taxpayer should file one monthly return.

26.7. The Hon'ble Minister from Jammu & Kashmir stated that given the track record of
implementation of the IT system, he was reluctant to go along with the proposal. He added that Shri
Nandan Nilekani had a track record, he had presented his view through a model and that model was
further changed by people whom he did not know and trust. Either Shri Nandan Nilekani should
have been given a chance to defend himself or an independent group should have been formed to
assess it and put it up before the Council. Now invoice matching was proposed to be done by a
reconciliation statement. He suggested that an independent group of persons with domain knowledge
should look into the proposal and be assured that this was a workable model. The Hon'ble Minister
from Punjab agreed to this suggestion. He observed that the proposed system would punish honest
taxpayers and that it appeared that the law was being made for errant taxpayers. He further stated
that such a provision was not to be found anywhere in the world. The Advisor (Finance), Punjab,
stated that the Commissioner (Central Excise), CBEC, had given a figure of 20% of credits not being
made available. He observed that if the tax payment is Rs.90, 000 crore and the credits are about
Rs.2,70,000 crore, then one also needs to know as to how the present system is working. The GST
law has introduced the concept of distinct entity where IGST has to be paid by the same company
having branches in two or more States while transferring goods from one State to another. He stated
that it needed to be ascertained as to how much credit was being used within the same entity. He
stated that in his estimation, non-availability of credit to the tune of 20% was a highly alarming
figure. He added that there was a likelihood of more revenue leakage in this model as compared to
the model suggested by Shri Nandan Nilekani. He further stated that the buyer was being made
responsible for reversal of input tax credit for non-payment of tax by the seller but there could be a
situation where the supplier might pay tax after a long drawn legal battle and by then, the buyer might
not exist. In such cases, there would be double taxation. He added that due to the proposed provision,
the buyer might stop dealing with new start-ups. He observed that the proposed system of return was
not conducive to trade and advised that buyers should not be made responsible for reversal of input
tax credit.

26.8. The Hon'ble Minister from Karnataka stated that as part of the GoM on IT Related Issues,
he had seen both the models. The tax authorities were of the opinion that the interest of revenue
might not be protected in the model proposed by Shri Nandan Nilekani. He proposed that some
safety mechanism could be adopted in the model proposed by Shri Nandan Nilekani. For instance,
if a seller kept on uploading invoices and not paying taxes, he should be blocked from further
uploading invoices. He stated that some such other interventions could also be considered. He
further observed that the scheme of provisional credit could also be abused and undoing such abuse
could be a time-consuming process. He stated that some caveat regarding uploading of invoices
could be introduced for buyers.

26.9. The Secretary raised a question whether payment of tax should be delinked from availment
of input tax credit, as suggested in the model of Shri Nandan Nilekani. Another issue to be considered
was whether the buyer should be completely absolved of the responsibility from any wrong availment
of input tax credit due to non-payment of tax by the seller. He stated that if the tax system was so
designed that the tax administration would hold only the sellers accountable, it could lead to reckless
trading. Buyers would have no stake in the entire scheme and they would only procure invoices and

Page 27 of 101

Detailed-Agenda Note 27th GSTCM



take input tax credit on this basis. He observed that trade would be taking place across the State
borders and IGST would be flowing accordingly. Without a self-policing mechanism, it would be
very difficult for tax administration to monitor all cases. He stated that only the Government should
not take responsibility to allow input tax credit where the buyer and the seller were indulging in
collusive behaviour. The Hon'ble Minister from Karnataka stated that in the currently proposed
model too, availment of input tax credit would go on without any hindrance for three months whereas
with some modifications in Nandan Nilekani’s model, one could stop the seller from uploading
invoices if tax was not paid for one month and thereafter, there would be no chance of ineligible
input tax credit being availed.

26.10. The Advisor (Finance), Punjab, stated that frauds could be of two types. The first was where
input tax credit was taken on the basis of fictitious invoices through collusive behaviour. The second
was where fraud was not on account of collusive behaviour of the buyer. He stated that, as brought
out in the Economic Survey of 2018, in 95% of trade, at one end of the chain was a large and medium
supplier. He observed that it would not be desirable to make law keeping in view 1% or 2% of errant
taxpayers. He added that even a buyer could be errant and could avail input tax credit and then
vanish. Therefore, risk to revenue was there in both the models. He suggested to start with the model
proposed by Shri Nandan Nilekani. The Commissioner (Central Excise), CBEC, stated that the
model proposed by Shri Nandan Nilekani did not seek to block invoices uploaded by the seller.

26.11. The Hon'ble Chairperson enquired from the Commissioner (Central Excise), CBEC, as to
why revenue administration was apprehensive of the model proposed by Shri Nandan Nilekani. The
Commissioner (Central Excise), CBEC, responded that there were several reasons for apprehension.
The first and the main reason of apprehension was that there would be no control regarding default
in payment of tax on which input tax credit was taken. Secondly, the proposed concept of blockage
of uploading of invoices by supplier was an unchartered legal territory. The Central Excise law tried
to introduce this provision and the courts quashed it. Thirdly, blocking of invoice upload by a
supplier could hurt multiple buyers. If a supplier made supplies to a buyer A in the month of April
and defaulted in paying tax for his May return, and made supplies to a buyer B in the month of May,
the input tax credit to B would also be blocked due to default in tax payment in respect of supplies
made to buyer A. The fourth issue related to limitation in the number of tax officers who could take
up audit and scrutiny. He stated that in one year, the Central tax administration was able to do audit
of about 40,000 units, return scrutiny of about 30,000 units and anti-evasion cases of about 10,000
units. He stated that the maximum intervention possible by the Central administration would be
about 1,00,000 cases. States could possibly make about 2,00,000 interventions in a year as they have
similar number of assessing officers but double the number of support staff. This implied that the
Central and the State administrations put together could intervene in only about 3,00,000 cases in a
year against a taxpayer base of close to one crore. It was in this context that a mechanism of self-
policing was very important. The fifth issue was in respect of IGST settlement. If there was a default,
then the Centre would lose the entire amount already transferred to the State. He suggested that
instead of the Centre losing the entire amount, 50% of such losses should also be borne by the States.
The sixth issue was that the system of locking of invoices, as proposed in the model of Shri Nandan
Nilekani, could involve compliance load.

26.12. The Chairman, GSTN, pointed out that the linkage between tax payment and availment of
input tax credit was not new. This feature existed in many VAT laws. This provision was challenged
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in the Hon’ble High Court of Mumbai in the case of M/s Mahalaxmi Cotton Ginning where the
Hon’ble Court gave a detailed justification for upholding this provision and the Hon’ble Supreme
Court upheld this judgment. Similarly, the Hon’ble High Court of Gujarat in the case of M/s Madhav
Steel had upheld the linkage between payment of tax and availment of input tax credit and the
Hon’ble Supreme had upheld this judgment. Only recently, the Hon’ble High Court of Delhi in the
case of M/s Quest Merchandising had passed an order taking a different view on this issue. He
pointed out that Section 16(2)(c) was part of the CGST and SGST Acts, which linked payment of tax
with availment of input tax credit. In view of this, there was sufficient legal justification to retain
the linkage between payment of tax and availment of input tax credit. This mechanism along with
that of self-policing would be useful as the buyer would be careful in doing business with the seller
and without such self-policing, the consequences could be quite difficult. He further stated that the
system of auto reversal of wrongly taken input tax credit could be postponed and mismatch of input
tax credit could be addressed through audit. The Hon'ble Chairperson observed that the model of
Shri Nandan Nilekani was easy and simple but possibly more suited to a society with a good track
record of compliance and a fully trust based tax model in the Indian context could lead to several
adverse consequences.

26.13. The Hon'ble Minister from Jammu & Kashmir stated that the proposed model was difficult
to understand. He recalled that the earlier model had got stuck because of IT related issues. The
Hon’ble Chairperson stated that Shri Nandan Nilekani also had a meeting with the members of the
GoM as well as the officers of the Centre and the States. He observed that broadly, the political
executive found the model of Shri Nandan Nilekani to be simpler but the tax bureaucracy considered
it to be a risk to revenue. The Hon'ble Minister from Punjab observed that the tenor of discussion
reminded him of a quotation from a dictator in Pakistan: “Democracy only works in cold countries
and not in hot countries!”. The Hon'ble Minister from Karnataka stated that this was a very important
Agenda item and before taking a final decision, both the models could be looked into more deeply
and further simplified. He stated that the final outcome should satisfy the concerns of trade as well
as the tax administration. The Hon'ble Deputy Chief Minister of Bihar observed that the GoM on IT
Challenges could not arrive at any conclusion on the issue and the Council could take a decision.

26.14. The Secretary stated that once the model is finalised, GSTN would also need to be given a
timeframe of three months to develop the requisite software. He suggested that the return model
could be finalised during the next meeting of the Council and in the meantime, the GoM on IT
Challenges in GST Implementation could further work on this issue. He suggested that officers from
other States could also join in the discussions of the GoM. The Hon'ble Chairperson observed that
GoM could invite more officers and persons having expert knowledge on the subject. He also
suggested to take four to five persons with domain knowledge on this issue. The Secretary suggested
that for the Meeting of GoM on this issue, the officers from all the States could be invited along with
Shri Nandan Nilekani to suggest and reflect their concerns on the issue. The Hon'ble Minister from
Jammu & Kashmir suggested that two retired Chairmen of CBEC could also be invited for the
deliberations. The Hon'ble Deputy Chief Minister of Bihar suggested to invite a few tax law experts
as well. The Council noted that the GoM would further discuss this issue to find a balanced solution.
During its discussion, it would invite all interested State Government and Central Government
officers, some domain experts and other persons as deemed relevant by the GOM as well as Shri
Nandan Nilekani for further discussion and present its proposal in the next meeting of the Council.
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26.14. The Hon’ble Minister from Tamil Nadu mentioned in his written speech that his State was
in favour of allowing provisional credit to taxpayers for a shorter period. At the same time, the design
of the GST return should ensure that all the taxes i.e., SGST, CGST and IGST due to the States and
the Centre are captured based on the consumption principle.

217. For Agenda item 12, the Council approved that the system of GST return filing would be
further discussed in the GoM on IT Challenges in GST Implementation to find a balanced solution
and its proposal shall be presented in the next meeting of the Council. During its discussions on this
issue, the GoM shall invite all interested State Government and Central Government officers, some
domain experts, Shri Nandan Nilekani and other persons as deemed relevant by the GoM.

Agenda item 13: Applicability of Goods and Services Tax on Extra Neutral Alcohol (ENA)

28. The Secretary suggested that due to paucity of time, this Agenda item could be deferred for
consideration in the next meeting. The Council agreed to the suggestion.

29. For Agenda item 13, the Council approved to defer consideration of this item to its next
meeting.

Agenda item 14: Any other agenda item with the permission of the Chairperson

Agenda item 14(i): Consideration of representation dated 22.09.2017 by M/s Honda Siel
Power Products as per the directions of the Hon’ble High Court of Delhi

30. The Secretary stated that the proposal in this Agenda item had arisen on account of the Writ
Petition filed before the Hon’ble High Court of Delhi where the Hon’ble Court had directed that the
GST Council could appropriately consider the Petitioner’s pending representation on the differential
GST rates between its products, i.e. petrol/kerosene engines and fixed speed diesel engines below 15
HP. The Petitioner, M/s Honda Siel Power Products Ltd., in its representation dated 22 September,
2017 addressed to the Secretary, Department of Revenue, Union Ministry of Finance, had stated that
differential rates of tax between petrol/kerosene engines and fixed speed diesel engines not exceeding
15 HP at the rate of 28% and 12% respectively was arbitrary and founded on erroneous logic. The
Secretary informed that views of the members of the Fitment Committee were sought on this issue
and they did not favour equalisation of the rate of tax on these two products. The recommendation
of the Fitment Committee was that there was no case for reduction in the rate of tax on
petrol/kerosene engines up to 15 HP from the present rate of 28% to 12% to bring it at par with the
applicable rate of tax on fixed speed diesel engines not exceeding 15HP. He informed that this issue
was discussed during the officers meeting held on 9 March, 2018 and the officers also recommended
that the representation of M/s Honda Siel Power Products Ltd. did not merit acceptance. He stated
that in view of the order of the Hon’ble High Court of Delhi, the issue was placed before the Council
for consideration in the light of the recommendations of the Fitment Committee and the officers
meeting held on 9 March, 2018. The Council agreed, that the representation dated 22 September,
2017 of M/s Honda Siel Power Products Ltd. seeking to equalise the GST rate on petrol/kerosene
engines not exceeding 15HP and fixed speed diesel engines not exceeding 15 HP did not merit
consideration.
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31. For Agenda item 14(i), the Council did not accept the representation dated 22 September,
2017 of M/s Honda Siel Power Products Ltd. seeking to equalise the GST rate on petrol/kerosene
engines not exceeding 15HP with that on fixed speed diesel engines not exceeding 15 HP.

Agenda item 14 (ii):  Procedure to be followed for grant of ad hoc exemption on imports
under Section 25 (2) of the Customs Act, 1962

32. Introducing this Agenda item, the Secretary stated that under Section 25(2) of the Customs
Act, 1962, there is a provision to grant ad hoc exemption to import of specific consignments, which
are extremely urgent in nature, such as in cases of import of goods for relief and rehabilitation, in
cases of natural disasters, treatment of life threatening diseases, etc. It was proposed that the GST
Council might allow grant of ad hoc exemption from IGST payable on such imported goods upon
the approval of the Hon’ble Union Finance Minister as per the guidelines laid down in Circular
No0.09/2014-Customs dated 19 August, 2014, as was the case prior to the introduction of GST. All
such ad hoc exemption orders, after their issue, shall be placed before the Council for information.
The Council agreed to this proposal.

33. For Agenda item 14(ii), the Council approved that the Hon’ble Union Finance Minister shall
approve grant of ad hoc exemption from IGST payable on imported goods as per the guidelines laid
down in Circular No.09/2014-Customs dated 19 August, 2014, as was the case prior to the
introduction of GST. All such ad hoc exemption orders, after their issue, shall be placed before the
Council for information.

Agenda item 14(ii): Appointment of Deputy Commissioner as member of Authority for
Advance Ruling - Amendment in Rule 103 of the CGST Rules, 2017

34. The Secretary informed that this Agenda item proposed to amend Rule 103 of the CGST
Rules, 2017 to permit appointment of officers up to the rank of Deputy Commissioner as members
of the Authority for Advance Ruling. This was proposed because the State of Manipur and the Union
Territory of Puducherry had represented that they had no post of Joint Commissioner in their
State/UT. The Secretary informed that this proposal was discussed during the meeting of the officers
held on 9 March, 2018 wherein it was recognised that making a change in the Rule would not solve
the problem of these two administrations as the CGST and the SGST Acts had several other
provisions such as issuing authorisation of search and seizure under Section 67 and authorising
access to business premises under Section 71, where the power was vested in an officer not below
the rank of Joint Commissioner. He added that during the officers meeting held on 9 March, 2018,
the State of Manipur informed that they had already created the post of two Additional
Commissioners and the Union Territory of Puducherry indicated that they would re-designate the
post of Deputy Commissioner as Joint Commissioner. He further informed that the Union Territory
of Chandigarh had also raised the issue of only having an Assistant Commissioner in their
Administration and during the officers meeting of 9 March, 2018, it was decided that for all Union
Territories, there would be only one Authority for Advance Ruling. He stated that in view of these
administrative decisions, no change in Rules was required and that this Agenda item need not be
pursued further. The Council agreed to this suggestion.

35. For Agenda item 14(iii), the Council approved not to amend Rule 103 of the CGST Rules,

2017.
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Agenda item 14(iv): Minutes of meeting on GST on Liquor license fee convened on 20"
February, 2018

36. Introducing this Agenda item, the Secretary stated that during the earlier meetings of GST
Council, it was decided to further examine the issue of levying GST on licence fee for alcoholic
liquor for human consumption. He stated that he had chaired a meeting on this issue on 20 February,
2018 wherein officers from Punjab, Haryana, Himachal Pradesh, Telangana and Uttar Pradesh
presented their views and suggestions. In view of the discussions, it was recommended that GST
was not leviable on licence fee for alcoholic liquor for human consumption and that this would also
apply mutatis mutandis to the demand raised by Service Tax/Excise authorities on licence fee for
alcoholic liquor for human consumption in the pre-GST era i.e. for the period from 1 April, 2016 to
30 June, 2017. Dr. Sambasiva Rao, Special Chief Secretary (Revenue), Andhra Pradesh, suggested
to suitably incorporate in the Minutes, the phrase ‘licence fee and application fee by whatever name
it is called’. The Council agreed to the suggestion of the Secretary as also the addition proposed by
the Special Chief Secretary (Revenue), Andhra Pradesh.

37. For Agenda item 14 (iv), the Council approved that GST was not leviable on licence fee and
application fee by whatever name it is called for alcoholic liquor for human consumption and that
this would also apply mutatis mutandis to the demand raised by Service Tax/Excise authorities on
licence fee for alcoholic liquor for human consumption in the pre-GST era i.e. for the period from 1
April, 2016 to 30 June, 2017;

Other issues:

38. The Hon'ble Minister from Kerala raised the issue regarding making available State specific
data up to the end of the financial year. The CEO, GSTN, stated that they had available with them
invoice level data by way of GSTR-1 as well as data of GSTR-3B. These were automatically going
to Model 1 States, which also included the State of Kerala. He added that GSTR-2A was generated
on the basis of GSTR-1 and that two weeks back, they had made this data available through API
(Application Programming Interface). He informed that Kerala officers could now see supplies
received by buyers located in Kerala from sellers located anywhere in India.

39. The Hon'ble Deputy Chief Minister of Gujarat stated that the stakeholders had reported that
the exporters were facing difficulty in obtaining tax refund on exports. The Secretary informed that
the refund situation with respect to both IGST and input tax credit was reviewed during the officers
meeting held on 9 March, 2018. He added that he had requested the States to expedite the refund of
input tax credit. The Hon'ble Deputy Chief Minister of Gujarat stated that according to his
information, the State officers were paying refund but the Central tax officers were not giving refund.
The Secretary stated that officers of the Central Government as well as the State Governments would
need to make all out efforts to pay refund expeditiously.

40. The Hon'ble Minister from Tamil Nadu circulated a written speech during the meeting of the
Council and the same was taken on record. He emphasised that the outstanding request of his State
with regard to exemption and reduction in rates of tax on goods and services made by various
stakeholders, including trade and industry from Tamil Nadu, should be favourably considered at the
earliest.
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Agenda item 15: Date of the next meeting of the GST Council

41. The Hon'ble Chairperson stated that the date for the next meeting of the Council shall be
informed in due course.

42. The Meeting ended with a vote of thanks to the Chair.
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Annexure 1

List of Hon’ble Ministers who attended the 26™ GST Council Meeting on 10 March, 2018

SINo | State/Centre | Name of Hon'ble Minister Charge
1 | Govt of India | Shri Arun Jaitley Union Finance Minister
2 | Govt of India | Shri S.P. Shukla Minister of State (Finance)
3 | Bihar Shri Sushil Kumar Modi Deputy Chief Minister
4 | Chhattisgarh | Shri Amar Agrawal Minister of Commercial taxes
5 | Delhi Shri Manish Sisodia Deputy Chief Minister
6 | Goa Shri Mauvin Godinho Minister for Panchayat
7 | Gujarat Shri Nitinbhai Patel Deputy Chief Minister
8 | Haryana Capt. Abhimanyu Excise & Taxation Minister
9 Jammu. & Shri Haseeb. A. Drabu Finance Minister
Kashmir
Minister - Department of Urb
10 | Jharkhand | Shri C.P. Singh Hister - epartment of Hban
Development, Housing and Transport
11 | Karnataka Shri Krishna Byre Gowda Minister - Agriculture
12 | Kerala Dr. T. M. Thomas Isaac Minister for Finance
Madhya . . .. .
13 Pradesh Shri Jayant Malaiya Minister of Finance & CT
14 | Manipur Shri Yumnam Joykumar Deputy Chief Minister
15 | Meghalaya Shri Conrad K. Sangma Chief Minister
16 | Odisha Shri Shashi Bhusan Behera | Finance Minister
17 | Punjab Shri Manpreet Singh Badal | Finance Minister
hri Rajpal Singh
18 | Rajasthan Shri Rajpal Sing Minister - Industries
Minister for Fisheri dP 1
19 | Tamil Nadu | Shri D. Jayakumar 1n1§ f?r or‘ isheries and Personnel &
Administrative Reforms
20 | Uttar Pradesh | Shri Rajesh Agrawal Finance Minister
Page 34 of 101

Detailed-Agenda Note 27th GSTCM




Annexure 2

List of Officials who attended the 26" GST Council Meeting on 10 March, 2018

S1 State/Centre Name of the Officer Charge
No

1 | Govt. of India Dr. Hasmukh Adhia Finance Secretary

2 | Govt. of India Ms Vanaja N. Sarna Chairman, CBEC

3 | Govt. of India Shri Mahender Singh Member (GST), CBEC

4 | Govt. of India Dr. John Joseph Member (Budget), CBEC

5 | Govt of India Dr. A B Pandey Chairman, GSTN

6 | Govt. of India Shri S.C. Garg Secretary (EA)

7 | GST Council Shri Arun Goyal Special Secretary

8 | Govt. of India Shri G. C. Murmu Additional Secretary, DoR

9 | Govt. of India Shri P.K. Mohanty Advisor (GST), CBEC
10 | Govt. of India Shri P.K. Jain DG, DG-Audit, CBEC
11 | Govt. of India ]S311111:tr81:;1:111‘eep M. DG, DG-Safeguards, CBEC
12 | Govt. of India Shri Alok Shukla Joint Secretary (TRU I), DoR
13 | Govt. of India Shri Amitabh Kumar Joint Secretary (TRU II), DoR
14 | Govt. of India Shri Upender Gupta Commissioner (GST), CBEC
15 | Govt. of India Shri Udai Singh Kumawat | Joint Secretary, DoR
16 | Govt. of India Shri Manish Kumar Sinha | Commissioner (Ce.Ex), CBEC
17 | Govt. of India Shri G.D. Lohani OSD, TRU I
18 | Govt. of India Shri Yogendra Garg ADG, DGGST, CBEC
19 | Govt. of India Shri S.K. Rehman ADG, DGGST, CBEC
20 | Govt. of India Shri Sandip Kumar Commissioner (Customs), CBEC
21 | Govt. of India Shri S. K. Rai Director, MHA
22 | Govt. of India Shri D.S. Malik DG (M&C)
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23 | Govt. of India Ms Rajesh Malhotra ADG (M&C)

24 | Govt. of India Shri Saurabh Singh Deputy Director, PIB

25 | Govt. of India Nagesh Shastri DDG, NIC

26 | Govt. of India Shri Nagendra Goel Advisor to CBEC

27 | Govt. of India Shri Parmod Kumar OSD, TRU-II, DoR

28 | Govt. of India Shri Pramod Kumar Deputy Secretary, TRU-II, DoR
29 | Govt. of India Shri Gaurav Singh Deputy Secretary, TRU-I, DoR
30 | Govt. of India Shri N Gandhi Kumar Deputy Secretary, DoR

31 | Govt. of India Ms Temsunaro Jamir Joint Comm., Customs, CBEC
32 | Govt. of India E;E::i:neet Singh Joint Comm., GST Policy Wing
33 | Govt. of India Ms Himani Bhayana Joint Comm., GST Policy Wing
34 | Govt. of India Shri Mohit Tewari Under Secretary, TRU-I, DoR
35 | Govt. of India Shri Geelani Basha K.S.M | Technical Officer, TRU-I, DoR
36 | Govt. of India Shri Siddharth Jain Asst. Comm., GST Policy Wing
37 | Govt. of India Shri Sumit Bhatia Asst. Comm., GST Policy Wing
38 | Govt. of India Ms Deepika Asst. Comm., GST Policy Wing
39 | Govt. of India Ms Meghaa Gupta Asst. Comm., GST Policy Wing
40 | Govt. of India Shri Paras Sankhla OSD to Union Finance Minister
41 | Govt. of India Shri Nikhil Varma OSD to MoS (Finance)

42 | Govt. of India Shri Mahesh Tiwari PS to MoS

43 | Govt. of India i?ljk]r)i)j::;is OSD to Finance Secretary

44 | Govt. of India Shri J S Kandhari OSD to Chairman, CBEC

45 | Govt. of India fsr;:s Mary K Jt. Director (SM), DEA

46 | Govt. of India Shri Neeraj Kumar Asstt. Director, DEA
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47 | GST Council Shri Shashank Priya Joint Secretary

48 | GST Council Shri Dheeraj Rastogi Joint Secretary

49 | GST Council Shri Rajesh Kumar Addl. Commissioner

Agarwal

50 | GST Council Shri G.S. Sinha Joint Commissioner

51 | GST Council Shri Jagmohan Joint Commissioner

52 | GST Council Shri Rakesh Agarwal Under Secretary

53 | GST Council Shri Rahul Raja Under Secretary

54 | GST Council Shri Mahesh Kumar Under Secretary

55 | GST Council Shri Sandeep Bhutani Superintendent

56 | GST Coluncil Shri Mukesh Gaur Superintendent

57 | GST Council Shri Vipul Sharma Superintendent

58 | GST Council Shri Amit Soni Inspector

59 | GST Council Shri Anis Alam Inspector

60 | GSTN Shri Prakash Kumar CEO

61 | GSTN Ms Kajal Singh EVP (Services)

62 | GSTN Shri Vashistha Chaudhary | SVP (Services)

63 | GSTN Shri Jagmal Singh VP (Services)
Govt of Indi

64 C](;\I;, CO’ (gorllae,s) Shri Kishori Lal Commissioner, Chandigarh
Govt of Indi

65 C](_:I;, CO’ (20111:;) Shri Pradeep Kumar Goel | Commissioner, Meerut
Govt of India Shri Neerav Kumar

66 ’ C issi , Bhopal
CBEC, (Zones) | Mallick ommissionet, Shopa

t of Indi
67 g](;\é (; (;lorllae,s) Shri Pramod Kumar Commissioner, Delhi
t of Indi
68 Govt of India, Shri Javed Akhtar Khan Commissioner, Ahmedabad

CBEC, (Zones)
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Govt of India,

69 CBEC, (Zones) Shri G. V. Krishna Rao Pr. Commissioner, Bengaluru
Govt of India, R . .
70 CIC;\}/E CO’ (gorllis) Shri Vijay Mohan Jain Commissioner, Rohtak
Govt of India, R ..
71 CIC;\IIE CO, (gorllaes) Shri Virender Choudhary | Commissioner, Vadodara
Govt of India, ) . ..
72 Cl(;\}; CO’ (gorllis) Shri B.K. Mallick Commissioner, Kolkata
Govt of India, e . ..
73 C](;\IIE CO, (gorllaes) Shri Milind Gawai Commissioner, Pune
Govt of India Pr. Commissioner
74 ’ Shri B. H ’
CBEC, (Zones) f areram Vishakhapatnam
f Indi
75 (C}l(;\llit (;)’ (gg;ae’s) Shri Sanjay Mahendru Commissioner, Mumbai
Govt of India, ) ..
76 C](;\IIE C(;’ (gorlizs) Shri Deep Shekhar Commissioner, Bhubaneshwar
Govt of India Commissioner
77 ’ Dr. V. Santhosh K ’
CBEC, (Zones) g anthosh Aumar Thiruvananthapuram
Govt of India, e - .
78 C](;\I;, CO’ (élorllaes) Shri Nitin Anand Commissioner, Ranchi
79 | Andhra Pradesh Dr D.Sambasiva Rao Special Chief Secretary, Revenue
80 | Andhra Pradesh Shri J.Syamala Rao Chief Commissioner, CT
81 | Andhra Pradesh Shri T.Ramesh Babu Additional Commissioner, CT
82 | Andhra Pradesh Shri D. Venkateswara Rao | OSD (Rev), CT
83 | Assam Dr. Ravi Kota Principal Secretary
84 | Assam Shri Anurag Goel Commissioner, CT
Principal Fi
85 | Bihar Smt. Sujata Chaturvedi CrT'“C‘pa Secretary, Finance and
86 | Bihar Shri Arun Kumar Mishra | Additional Secretary, CTD
87 | Bihar Shri Ajitabh Mishra Deputy Commissioner, CTD
88 | Chandigarh Shri Parimal Rai Advisor to Administrator
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89 | Chandigarh Shri Sanjeev Madaan ETO
90 | Chhattisgarh Shri Amitabh Jain Principal Secretary finance & CT
91 | Chhattisgarh Smt Sangeetha P Commissioner, CT
Dadra &N
92 e ra' agar Shri Rajat Saxena Dy. Commissioner
Haveli
93 | Delhi Shri H. Rajesh Prasad Commissioner, State Tax
94 | Delhi Shri Anand Kumar Tiwari | Addl. Commissioner, GST
95 | Goa Shri Dipak Bandekar Commissioner, CT
96 | Gujarat Shri V.K. Advani OSD (GST)
97 | Gujarat Shri C.J. Mecwan Joint Secretary [Tax]
98 | Gujarat Shri Ajay Kumar Special Commissioner of State Tax
99 | Gujarat Shri Dinesh Patel Supdt. of Stamp
100 | Gujarat Shri Ridhdhesh Rawal Dy. Commissioner, CT
101 | Haryana Shri Sanjeev Kaushal Addl. Chief Secretary
102 | Haryana Smt Ashima Brar E&T Commissioner
103 | Haryana Shri Vijay Kumar Singh Addl. E&T Commissioner
Jt. Excise & Taxati
104 | Haryana Shri Rajeev Chaudhary xc%se' axation
Commissioner
issi f T
105 | Himachal Pradesh | Shri R. Selvam Con.lmlsswner of State Tax and
Excise
106 | Himachal Pradesh | Shri Sanjay Bhardwayj Additional Commissioner Grade-1
107 | Himachal Pradesh | Shri Rakesh Sharma Joint Commissioner
108 Jammu.& Ms. Anoo Malhotra Commissioner, CT
Kashmir
Principal - -
109 | Jharkhand Shri K.K. Khandelwal rincipal Secretary-Cum
Commissioner, CT
Addl. C issi f Stat
110 | Jharkhand Shri Ajay Kumar Sinha CIMISSIonEr of Stdte
Taxes
Page 39 of 101

Detailed-Agenda Note 27th GSTCM




111 | Jharkhand Shri Brajesh Kumar State Tax officer

112 | Karnataka Shri Ritvik Pandey Eiensirzlcrzie)cretary (Budget &
113 | Karnataka Shri Srikar M.S. Commissioner, CT

114 | Kerala Dr. Rajan Khobragade Commissioner, State GST Dept.
115 | Madhya Pradesh :?;;llj aghwendra Kumar Commissioner, CT

116 | Madhya Pradesh Shri Sudip Gupta Dy. Commissioner, CT

117 | Maharashtra Shri Rajiv Jalota State Tax Commissioner

118 | Maharashtra Shri Dhananjay Akhade Jt. Commissioner, State Tax
119 | Manipur Shri Hrisheekesh Modak | Commissioner, CT

120 | Meghalaya Shri L Khongsit Jt. Commissioner

121 | Meghalaya Shri K. War Asstt. Commissioner

122 | Mizoram Shri Vanlalchhuanga Secretary, State Tax

123 | Mizoram Shri R. Zosiamliana Joint Commissioner

124 | Mizoram Shri C. Vanlalchhuana Deputy Commissioner

125 | Odisha Shri Tuhin Kanta Pandey | Principal Secretary Finance
126 | Odisha Shri Saswat Mishra Commissioner, CT

127 | Odisha Shri Sahadev Sahoo Addl. Commissioner, CT
128 | Puducherry Shri G. Srinivas Commissioner (ST)

129 | Punjab Shri V.K Garg Advisor (Finance)

130 | Rajasthan Shri Praveen Gupta Secretary Finance (Revenue)
131 | Rajasthan Shri Alok Gupta Commissioner, CT

132 | Rajasthan Ms Meenal Bhosle OSD, Finance

133 | Rajasthan Shri Ketan Sharma Jt. Commissioner (GST)

134 | Sikkim Smt. Dipa Basnet Secretary, CT

135 | Sikkim Shri Manoj Rai Jt. Commissioner, CT
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136 | Tamil Nadu Shri T.V Somanathan Pr. Secretary, CCT
137 | Tamil Nadu Shri C. Palani Joint Commissioner (Taxation)
138 | Telangana Shri Somesh Kumar Principal Secretary (Revenue)
139 | Telangana Shri Anil Kumar Commissioner (CT)
140 | Tripura Shri Pravin Srivastava Chlef Resident Commissioner,
Tripura Bhavan
141 | Uttar Pradesh Sl_1r1 Rajendra Kumar Addl. Chief Secretary
Tiwari
142 | Uttar Pradesh Ms Kamini Chauhan Commissioner, CT
Ratan
143 | Uttar Pradesh Shri Vivek Kumar Addl. Commissioner, CT
144 | Uttar Pradesh Shri M.N. Verma Joint Secretary
145 | Uttar Pradesh Shri Sanjay Pathak Joint Commissioner
146 | Uttar Pradesh Shri Niraj Kumar Maurya | Asst. Commissioner, CT
147 | Uttarakhand Smt. Sowjanya Commissioner, State Tax
Additional — ;
148 | Uttarakhand Shri Piyush Kumar T:fltlona Commissioner of State
149 | Uttarakhand Shri Rakesh Verma Joint Commissioner
150 | West Bengal Smt. Smaraki Mahapatra | Commissioner, CT
151 | West Bengal Shri Khalid A Anwar Senior Joint Commissioner
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Annexure 3

Presentation of Commissioner (GST Policy Wing), CBEC

Presentation for the 26" Meeting of GST Council
10" March, 2018 !

Agenda MsKET

0 Deemed Ratification of Notifications, etc.

0 Decisions made by GIC

0 Amendments to Anti- profiteering Rules

0 Extension of suspension of certain provisions

O Advance Ruling Authority
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Agenda Note No. 2 : Deemed Ratification S

The fallowing notifications and circulars issued after 18° January, 2018 (date of the 25t G5T
Council Meeting) are placed befare the Council for infermation and ratification:-

Act/Rules Type Motification Mos.

Cordrad Ta 02 to 13 of 2018
CGST ActfOGST Rules
Central Tax [Rate] M o 02 of 2018
Integrated Tax 11 of J01&
Integrated Tax [Rata] 01 b2 10 of 2018
UTGST Act Urisce torRony Tas {Rata) 04t 02 of 2018
GET [Compensation to the States) Act Compermation Cess [Rate] 0 of 201&
oo [ SR—
. = f b - I - ‘ﬁ:‘;ﬂ"
Decisions of GIC by circulation MARKET

= Extension of time hirmt to file FORM GST 3B for December, 2017
by two days 1.e. upto 22.01.2018
+ Notification No 02/2018 — Central Tax dated 20" January 2018
was issued

* Postponing the implementation of E-Way Bill Rules for both inter-
Sate and intra-State movement of Goods due to techmcal ghtches
as reported by GSTN. It was decided that the rules will come in
force from a date notified later.

v' Notification No 11/2018 — Central Tax dated 02! February 2018
was issued
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Decisions of the 12t GIC Meeting S o

It was proposal to set up a Grievance Redressal Mechanism to

address technical glitches in GSTN.

In view of the orders of the Honble High Courts of Allahabad &

Mumbai and specific direction of the Hon’ble High Court of

Mumbai that a grievance redressal mechanism be put in place to

address the problems faced by the taxpayers due to glitches in

GSTN.

v Member (GST), CBEC was authorised to take appropriate
decision to comply with the orders of the Hon’ble High Courts of
Allahabad & Mumbai relating to delay in filing of various
returns and TRAN-1 due to glitches in GSTN and to keep
penalty and fine in abevance

v Issue is before Council as separate Agenda No. 7

Decisions of the 13t GIC Meeting (1/4) &

)
Amendments in the e-Way bill rules (Effective date to be notified — Rule 138(7)
not proposed to be notfied immediatelv)

Transporters, e-commerce companies & courter agencies may fill PART-
A of FORM EWB-01 after getting an authorisation for doing so from the
registered person.

Value of exempt supply has been excluded from the consignment value.
Mandatory e-way bill n case of movement of goods by public transport.
In case of movement of goods by railway, air or vessel, the e-way bill can
be generated even after commencement of movement.

Raillways have been exempted from e-way bill with the condition that
without the production of e-way bill, railway will not deliver the goods to
the recipient.

Distance from the place of consignor to the place of transporter for which
PART-B of FORM EWB-01 may not be filled has been increased to 50
km from 10 km to handle practical 1ssues and to facilitate express delivery
industry.

Transporter can extend vahdity period in case of transshipment also.
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Decisions of the 13t GIC Meeting (2/4) %

Amendments in the e-Way bill rules (E {Tective date to be notified — Rule 1133{7]

not proposed to be notfied immediately)

* Consignor/consignee or the transporter now have 15 days (as compared
to 72 hours) to fill the information in PART-B of FORM EWB-01.

* Recipient to communicate acceptance or rejection within 72 hours or
time of delivery whichever is earlier.

* Carrying e-way bill in physical form i1s no longer mandatory and may be
carried in electronic form.

* Over Dimensional Cargo (ODC) to have a separate validity period of e-
Way bill for movement of ODC (20 km per dayv).

* In addition to regular vehicle numbers in PART-B of FORM EWB-01,
entries can also be made for vehicle numbers of Defence torces,
Temporary Registration Numbers and Vehicle numbers from Bhutan and
Nepal.

* Exemption form e-way bill granted in few more cases.

v Notification No 12/2018 — Central Tax dated 07" March 2018
was issued

Change proposed in Officer’s Meeting held on 09.03.201887%"™"

Amendments in the e-Way bill rules proposed in Officer’s meeting ]]'E']-d on
09.03.2018

* Facility extended to Railways should not be extended to the goods
transported by persons other than railways — Explanation may be
inserted below Rule 138(2A):

v Explanation.- For the purposes of this chapter, the expression
‘railways or rail’ does not include the ‘leasing of parcel space
by railways’.
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Decisions of the 13t GIC Meeting (3/4) &

Amendments in CGST Rules

Amendment Reason for Amendment “

Date of filing FORM GST = There is no last date for = Rule 117(4)(b){ii)
TRAN-2 is 31 March, furnishing FORM G5T TRAN-2  amended
2018 in the CGAT Rules, *Notification Nao 12/2018
* FORM was made available on = Central Tax dated 07
the common portal only March, 2018 was issued
from 11 December, 2017,

Change in the declaration + Declaration was only to +Amended Declarationin

form to be submitted in dizallow refund if drawback FORM G5T RFD-01A &
FORM GST RFD-014 of central tax, central excise  FORM GST RFD-01
or service tax ar Integrated «Notification Ne 12/2018
tax was availed. = Central Tax dated 075
* Existing language was not March, 2018 was issued
clear.
. = th - . e
Decisions of the 13t" GIC Meeting (4/4) FaimceT
£

Amendments in CGST Rules

Amendment Reason for Amendment m

Rescinding notification * No power under IGST Actto *  Rescind Notification
Mo. 06/2018 — Central Tax levy late fee on late filing of Mo. 6/2018-Central
dated 23" January, 2018 FORM G5TR-5A (DIDAR). Tax dated 23
* Suitable provision will have January, 2018
to be made in the IGST Act,  * Notification No.
13/2018 = Central Tax
dated 07 March
2018 was issued
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Agenda No. 6 : Changes in Anti-profiteering Rules =ik

Rule 125 — Officer not below the rank of Additional Commissioner (mstead of
ADG) posted n the Office of DG (Safeguards) to work as Secretary to NAA
Rule 129 — NAA (instead of Standmg Comnuttee) to grant extension of time for
completion of mvestigation
Rule 133 — Power to NAA to refer the matter back to DG (Safegnards) for
further investigations
Rule 134 — Two changes

v Three members of NAA to be quornum for meetings of NAA

v Decision to be by majority of members present & voting and in case of

equality, chairman to have second / casting vote

Explanation — any other person, ersamsation-orentity-alleging, umder sub-rule
(1) of rule 128, that a regstered person has not passed on the benefit to be
treated as “interested party™ to file application before NAA

Agenda No. 8 : Extension of certain provisions (1/2) -

'NATIGH

A
MARKET

Extension of suspension of reverse charge mechanism under section 9 (4] of the
CGST Act, 2017, section 5(4) of the IGST Act, 2017 and section 7 (4] of the UTGST

Act, 2017

The GST Council had in its 22 meetmg held on 06.10.2017 recommended that
the reverse charge mechamsm (RCM) under sechion 9(4) of the CGST Act,
2017, section 5(4) of the IGST Act, 2017 and section 7{4) of the UTGST Act.
2017 shall remain suspended t1ll 31.03 2018,

The operation of the provisions was suspended till 31.03 2018 vide notification
No. 38/2017-Central Tax (Rate), dated 13.10.2017, No. 32/2017-Integrated Tax
(Rate), dated 13.10.2017 & nonfication No. 382017- Umon Termtory Tax
(Rate), dated 13.10.201 7 respectively.

The provisions of section W4) of the CGST Act, 2017, section 5(4) of the IGST
Act, 2017 and section 7(4) of the UTGST Act, 2017 may remaimn suspended till
30.09.2018 as proposed amendments to GST Laws are yet to be finahsed.
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Agenda No. 8 : Extension of certain provisions (2/2) - < o

Extension of suspension of provisions relating to TDS/TCS

*  Provisions relating to deduction/collection of tax at source (TDS/TCS) under
sections 51 and 52 of the CGST Act, 2017 have not vet been notified.

* The GST Council, m 1ts 22 meeting held on 06.102017, recommended that
the deduction/collection of tax shall commence from 01.04.2018.

* The Law Review Committee has m its report recommended that the provisions
relating to TDS/TCS may be kept in abeyance till the system stabilises.

*+ TDS/TCS provisions may be kept m abeyance for a further penod of six
months, until 30.09.2018.

Agenda No. 14{iii) : Advance Ruling Authority -

Appointment of Deputy Commissioner as member of Authority for Advance
Ruling
*  Option-I:
The Government shall appeint officers not below the rank of Deputy
Commissioner as member of the Authority for Advance Ruling.

*  Option-lI:
The Government shall appoint officers not below the rank of Joint
Commissioner; or an officer not below the rank of Deputy Commissioner,
where the post of Joint Commissioner does not exist, as member of the
Authority for Advance Ruling.
Where Dy Commissioner is appointed by the State Government/ UT, the
Centre shall also appoint officer of same rank.
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Annexure 4

Presentation on Revenue Position

AGENDA NO. 4

REVIEW OF REVENUE POSITION FOR
THE MONTH OF JANUARY AND
FEBRUARY 2018 UNDER GST

26" GST Council Meeting
10t March, 2018

GST REVENUE FOR MONTH OF
JANUARY, 2018

(Figures in Rs. Crove)

- January ' Funds Net
receipts transferred revenue
due to after

settlement settlement

CGST | 14869 | 8583 23452

SGST | 21536 | 15068 | 36604

IGST | 44484 | 23651 | 20833

Cess | 8040 8040

Total | | 88929
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GST REVENUE FOR MONTH OF
FEBRUARY, 2018

(Figures in =, Crore)

' Febru ary Funds Net
receipts transferred revenue
due to after
settlement | settlement
CGST 14763 11327 26090
SGST 20621 13479 34100
IGST 44325 24806 19519
Cess B338 B338

Total 88047

STATES WITH MAXIMUM REVENUE

SHORTFALL
5. | Name of the State | Percentage shorifall | Percentage shortfall
Mo, in Janwary 2018 |in Febroary 2018
revenue revenue
1 Puducherry 47.8 48.1
2. | Himachal Pradesh 41.4 0.2
3. | Bihar 40.2 40.0
4. | Punjab 30,3 435
3. | Uttarakhand 355 44.6
6| Odisha 29.5 329
7. | Chhattisgarh 29.5 209
8. | Tharkhand 29.5 26.6
9. | Tripura 28.8 24.3
10. | 1&K 28.5 40.8
11. | Madhya Pradesh 27.7 28.6
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STATES WITH LEAST SHORTFALL IN

REVENUE
SI. | Name of the State | Percentage - Percentage
No. shortfall in shortfall in
January 2018 February 2018
revenue revenue
1. |Nagaland -14.5 -1.1
2. |Mizoram 2.8 BN
3. | Andhra Pradesh -1.4 3.5
4. Maharashitra 1.9 11.9
5. | Mampur 2.1 -29.7
6. | Telangana 5.1 9.1
7. | Dell EX: 1208
8. | Taml Nadu 6.4 18.3
9. | Gujarat 9.7 129 o
STATES WITH LEAST SHORTFALL IN
REVENUE
SL. | Name of the State | Percentage | Percentage
MNo. shortfall in shortfall in
January 2018 February 2018
revenue revenue
10, Uttar Pradesh 13.1 18.7
11 Kerala 116.3 1215
12.  West Bengal 16.5 15.8
13. | Sikkim 16.6 2973
14. Rajasthan 17.3 22.7
15. | Assam 17.9 206
'16. | Meghalaya 188 |26.2
17. | Goa 19.1 229 o
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STATES SHOWING MAXIMUM
IMPROVEMENT UPTO FEBRUARY, 2018

SL. = Nameof -Percentnge-Percentnge Percentage

MNo. | the State shortfall in shortfall in reduction in
revenue in revenue in| shortfall in
August February, February, 2018 vis-

. | (2017 (2018 a-vis- August 2017

1. |Mizoram (47.7 -51.1 988

2. Mampur  (46.6 -29.7 76.3

3. |Nagaland 505 -1.1 51.7

4. | Arunachal |42.6 6.4 49.0

Pradesh

5. | Trpura 59.4 243 351

6. | Meghalaya | 52.2 126.2 126.0

T JT&K 63,9 40,8 23.0

STATES SHOWING MAXIMUM IMPROVEMENT
UPTO FEBRUARY, 2018 - CONTD...

SL. | Nameof -Perrentnge-Pementnge -Pen‘entnge

MNo.| the State shortfall in shortfall in reduction in
revenue in revenue in shortfall in
August February, February, 2018 vis-
2017 2018 a-vis- August 2017

8 |Anda 279 5.5 1224

Pradesh

9. | Haryana 403 18.5 21.8

10, | Assam 395 20.6 19.0

11. |Chattisgarh | 48.8 29.9 18.9

12. | Telangana |27.8 91 187

13. | Gujarat 3l.5 12.9 18,5
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Annexure 5

Presentation on GST Return Filing

Simplified GST Return

-N:IIE!N

Steps of the proposed return design : <l PAR T

* Monthly return: There shall be monthly return for all taxpayers except those who
are composition dealers (quarterly returns). Total no of returns = 12.

* Return design: The proposed monthly return shall consist of summary return like
present GSTR 3B and as its annexure invoices for outward supplies and inward
supplies attracting reverse charge.

* No system based matching: Matching would be done offline by the taxpayer.

* Continuous viewing of invoices: Recipient would be able to continuously see the
invoice uploaded by the supplier and its tax payment status. (Locking facility can
be considered to be made available as an IT facilitation measure.)
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Contd:

» Offline Utility - An offline tool will be provided to the Buyer assist in
return filing and downloading supplier’s invoice.

*» Return filing shall be spread out: Above Rs 1.5 Cr by 10" and Lower
by 20" of the next month, except composition dealer etc.

* Continuous facility to add invoice: Seller would have continuous
facility to add invoices for the past period and pay tax thereon.

* Input tax credit: Input tax credit shall be provisionally taken on the
basis of receipt of goods and covering invoices. (Declaration at
aggregated level). Finalisation of credit on seller paying the tax.

* Partial payment of tax: Partial payment of tax on self assessment
basis shall be allowed. Buyer to be shown the tax payment status.

i ATION
n %
MARKET

Return and reconciliation of credit - Return is one stage but credit reconciliation
takes place in three steps.

(i) Main return: This would be a summary return with outward supply invoices and
reverse charged inward supply invoices as annexure. Input tax credit would be
availed on self declaration basis.

(ii) Rectification platform: This IT platform would provide facility to continuously
add missing invoices, credit note and debit note for the past period and pay tax
liability thereon.

(iii) Reversal of credit: On expiry of the rectification period, excess credit taken,
shall be self assessed and reversed. Credit can be retaken by buyer if seller pays the
tax later. Cases of large difference to be taken up for audit/scrutiny. {(Auto-reversal
only if programmable, within acceptable limits and approved by the Council.)

Note: GST Council may extend the rectification period or the date for the reversal
of input tax credit.
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Continuwous  viewing

April invoices,

of

Agld rHssing N Add missing M| Add missing
A [Pay far [Pay for April | q | fPay for April
E April inoices invoices
Inyloes

Revenus gain due to addition of missing April
invoices and tax payment (self policing mechanism].

Reconcil
-iation
Stateme

-nt.

T

Challenge is

auto-reversal of

input tax credit.

Continuous
~" uploadiacceptance of invoices

Accept, Finalize, Pay & File

+ IT Model : Continuous upload and acceptance as part of business cycle. No return.

* |ITC available only on supplier uploaded invoices. No provisional credit to be given.

*|TC linked to admittance of liability and not on payment of tax by the supplier.

*Key benefits: Simplicity, incentive aligned and high guality data.

*Shifting control to the seller’s side: Unchartered territory in law and for trade.
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Mo Credit-Tax payment linkage Credit-Tax payment linked

Provisional Credit gets removed from the economy
leading to cash reguirement of 50,000 Crore.

Default in tax payment grows the system is not self
policing.

Resources available with the tax administration may
not be adequate to chase defaulters. Intrusive also.

Refund of accumulated credit without tax payment.

Some IGST settlement without payment of tax.
Centre's assurance to State of 14% growth would put
stress on Centre's revenue,

Locking of each invoice on the system is a high
compliance burden. Erroneous locking creates
trouble.

Shifting control to the sellers side takes the design to
the completely unknown territory for trade, in law
and for revenue administration.

Systermn  allows provisional credit  initially  and
reconciliation with tax paid invoices happens later.

Systemn is capable of self policing. Default in tax-credit

linked systems are less than 10% in VAT,

Self policing ensures that tax administration has to
intervene in lesser number of cases.

Refund linked to actual tax payment.

Mo issues with tax payment settlement.  Final
settlement would be more realistic due to reversals.

Action on individual invoice happens offline. The
reconciliation Statement portion of the design adds to
the compliance burden.

Trade has accepted the concept of input tax credit
being linked to the tax payment.

" GOM directed that the issue of tax payment-credit Iinkage
and availability of provisional credit be decided in the GST
Council. Officers view is in the affirmative for both.

" Buyer would be shown the difference between tax paid by
sellers and input tax credit availed.

"\Where the difference is hilgh
would be required to be fi ed.

reconciliation statement
Excess credit to be self

assessed and reversed. Non-filing to lead to audit.
= Auto-reversal to be taken up only after system experience.

="GSTR 3B and GSTR 1 shall continue for another three
months after the 1% of April, 2018.

eskeskoskok
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Agenda Item 2: Deemed ratification by the GST Council of Notifications, Circulars and Orders
issued by the Central Government

In the 22" meeting of the GST Council held at New Delhi on 06™ October, 2017, it was
decided that the notifications, Circulars and orders which are being issued by the Central Government
with the approval of the competent authority shall be forwarded to the GST Council Secretariat,
through email, for information and deemed ratification by the GST Council. Accordingly, in the 26"
Meeting held on 10" March, 2018, the GST Council had ratified all the notifications, Circulars and
orders issued before the said date.

2. In this respect, the following notifications, Circulars and orders issued after 10" March, 2018
(i.e., the date of the 26™ GST Council Meeting), till 24™ April, 2018, under the GST laws by the
Central Government, as available on www.cbec.gov.in, are placed before the Council for information
and ratification:-

Act/Rules Type Notification Nos.

CGST Act/CGST Rules Central Tax 14 to 21 of 2018
Central Tax (Rate) 10 of 2018
IGST Act Integrated Tax (Rate) 11 of 2018

UTGST Act Union territory Tax 02 to 06 of 2018
Union territory Tax (Rate) 10 of 2018

Circulars Under the CGST Act 36 to 43 of 2018
Orders Under the CGST Act 01 and 02 of 2018
3. The GST Council may grant deemed ratification to the Notifications, Circulars and Orders

listed above.

seskeskoskok
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http://www.cbec.gov.in/

Agenda Item 3: Decisions of the GST Implementation Committee (GIC) for information of
the GST Council

GIC took certain decisions between 10 March 2018 (when the 26™ GST Council Meeting
was held) and 24 April 2018 (before the 27® GST Council Meeting scheduled on 01 May 2018). Post
the Council Meeting, whenever there were issues which required immediate resolution, the approval
of the GST Implementation Committee was sought and consequential notifications/circulars/orders
were issued. Due to the urgency involved, certain decisions were taken after obtaining approval by
circulation amongst the GIC Members. The details of the decisions taken are given below:

2. 14" GIC Meeting — 19 March 2018

2.1. The 14" GIC Meeting was held on 19 March 2018 through Video Conference. The 3 agenda
items taken up for discussion and their outcome are as follows:

2.2 Agenda Item 1 — Amendment of rule 45 of CGST Rules, 2017

2.2.1 Based on the recommendation of Law Committee in its meeting held on 08.03.2018 and
09.03.2018, a proposal was put forward by Shri Upender Gupta, Commissioner (GST Policy Wing),
CBIC to carry out following amendments in rule 45 of the CGST Rules, 2017 to provide for the
movement of goods from one job-worker to another job-worker under the cover of a challan.

I.  Rule 45, may be amended as follows (shown in italics, underlined):
“45. Conditions and restrictions in respect of inputs and capital goods sent

to the job worker.-(1)The inputs, semi-finished goods or capital goods shall
be sent to the job worker under the cover of a challan issued by the principal
including where such goods are sent directly to a job-worker, and where the
goods are sent from one job worker to another job worker, the challan may

be issued either by the principal or the job worker sending the goods to
another job worker:

Provided that the challan issued by the principal may be endorsed by the job

worker, indicating therein the quantity and description of goods where the

goods are sent by one job worker to another or are returned to the principal:

Provided further that the challan endorsed by the job worker may be further
endorsed by another job worker, indicating therein the quantity and
description of goods where the goods are sent by one job worker to another
or are returned to the principal.”

II.  Pari materia changes would have to be carried out in the SGST Rules, 2017

2.2.2  GIC approved the proposal to carry out the said amendment in rule 45 of the CGST Rules,
2017 and the SGST Rules, 2017. Subsequently, Notification No. 14/2018 — Central Tax was issued
on 23 March 2018.
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2.3 Agenda Item 2 — Due dates for filing the returns and details in FORM GSTR-3B and
FORM GSTR-1

2.3.1. Following proposals were put forward by Commissioner (GST Policy Wing), CBIC
regarding specifying due dates for filing the returns and details in FORM GSTR-3B and FORM
GSTR-1

L The GST Council in its 26" meeting held on 10® March, 2018 recommended that
the present system of filing of FORM GSTR 3B and FORM GSTR 1 shall be
extended for another three months i.e., April to June, 2018 till the new system of
return filing is finalized.

IL Accordingly, it is proposed to specify the following due dates for filing of FORM
GSTR 3B and FORM GSTR 1, for the months/quarter from April to June, 2018:

Monthly filing of FORM GSTR 3B (for all taxpayers)

SI1. No Month Last date for filing of return in
FORM GSTR-3B
April, 2018 20" May, 2018
May, 2018 20™ June, 2018
June, 2018 20™ July, 2018

Quarterly filing of FORM GSTR 1 (for taxpavers with annual turnover upto

Rs. 1.5 crore)
SL. No Quarter Last date for filing of return in
FORM GSTR-1
1. April-June, 2018 31 July, 2018

Monthly filing of FORM GSTR 1 (for taxpayers with annual turnover above

Rs. 1.5 crore)
SIL. No Month Last date for filing of return in
FORM GSTR-1
1. April, 2018 315 May, 2018
) May, 2018 30™ June, 2018
3. June, 2018 31 July, 2018

2.3.2.  Shri Mahender Singh, Member (GST), CBIC suggested that since the Committee on Return
Filing is looking into the question of filing GSTR-1 before GSTR-3B, GIC may decide on the due
dates for GSTR-3B only and that the decision on the due dates for GSTR-1 may be taken at the next
meeting of the GIC after the proposal has been discussed in the Law Committee. CCT, West Bengal
stated that there needs to be standardization of the dates for returns. She also requested the other
members of the GIC to consider the feasibility of changing the due dates for GSTR-3B.
Commissioner (GST Policy Wing), CBIC clarified that the due date for the said return is mentioned
in the law and that changing the dates would also complicate the process of fund settlement.
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2.3.3  After discussion, the GIC agreed to the proposal made by Member (GST), CBIC and agreed
to the following due dates.
Monthly filing of FORM GSTR 3B (for all taxpayers)

Sl. No Month Last date for filing of return in
FORM GSTR-3B
1. April, 2018 20" May, 2018
. May, 2018 20™ June, 2018
3. June, 2018 20™ July, 2018

2.3.4. GIC further agreed that the due date for filing of FORM GSTR-1 would be decided later.
Accordingly, Notification No. 16/2018 — Central Tax was issued on 23 March 2018.

2.4 Agenda Item 3 — Circular to be issued for clarification of job work provisions

2.4.1 In view of the difficulties being faced by tax payers in the interpretation of the provisions
related to job-work, and to ensure uniformity in implementation across field formations, it was
proposed that a Circular may be issued by the Board, under section 168 (1) of the CGST Act, 2017,
to clarify certain legal and procedural aspects related to job-work. Commissioner (GST Policy
Wing), CBEC stated that certain editorial changes have been made in the circular after its circulation
to the GIC members and he explained these editorial changes.

2.4.2. After discussion, the GIC approved the issuance of Circular clarifying the provisions related
to job-work. Accordingly, Circular No. 38/2018 was issued on 26 March 2018.

3. 15" GIC Meeting — 26 March 2018

3.1 The 15" GIC Meeting was held on 26 March 2018 through Video Conference. The 9 agenda
items taken up for discussion and their outcome are as follows:

3.2.  Agenda Item 1 - Finalization of IT Grievance Redressal Mechanism

3.2.1.  Sh. Manish Kumar Sinha, Commissioner (CX), CBEC briefed about the proposed IT
Grievance Redressal Mechanism in light of the recent judgments of Hon’ble High Courts. The GST
Council in its 26™ Meeting held on 10™ March, 2018 approved that GIC shall act as the IT Grievance
Redressal Mechanism and that in GIC meetings convened to address IT issues or IT glitches, the
CEO, GSTN, and the DG (Systems), CBEC, shall invariably be called as special invitees.

3.2.2  Sh. Manish Sinha, Commissioner (CX), CBEC explained that the last date of submission of
TRAN-1 was 27 December 2017 and that about 17, 573 taxpayers could not complete the TRAN-1
filing, where the ledger had been populated/revised without digital authentication. Sh. Prakash
Kumar, CEO, GSTN made a presentation detailing the number of TRAN-1s filed from 22 December
2017 to 27 December 2017 and the details of credit claimed for the above mentioned 17,573 cases.
Sh. Sanjeev Kaushal, Additional Chief Secretary, Haryana observed that these cases are only cases
of pending digital authentication and that there could be other cases where the taxpayers could not
file TRAN-1s. He also asked for a clarification whether these 17,573 cases are pertaining to some
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specific area or are spread throughout the country. CEO, GSTN clarified that he did not have the
State-wise figures and this was an all-India figure. Commissioner (CX) also clarified that the
Government does not wish to concede the cases where there is no collateral evidence showing that
the taxpayer had tried to file the TRAN-1. He suggested that a decision may be taken for the 17,573
cases where there is evidence that the taxpayer had tried to file but was not able to complete the
process of digital authentication and yet the ledger had been populated or revised. He further stated
that it needs to be made clear that the deadline of 27 December 2017 is not being extended and the
values that were filled in the forms will not be allowed to be changed during this exercise.

3.2.3 CCT, West Bengal noted that there were other cases of different nature too, where the
taxpayers could not file the TRAN-1 entirely. Member (GST), CBIC stated that a decision may be
taken regarding 17,573 cases first and the rest can be handled later based on specific agenda, if any.
ACS, Haryana stated that the judgments are silent on the ‘digital signature’ part and asked whether
the proposal covers all the cases where the taxpayers could not file TRAN-1. Commissioner (CX)
clarified that the judgments were not very specific and that setting up of IT Grievance Redressal
Mechanism will allow the Government to file proper reply before the courts. He also confirmed that
for other cases, a facility will be provided where the taxpayers can approach the State and Central
nodal officers who can verify the facts and forward the applications to GSTN to confirm if there was
actually an IT glitch in the GSTN portal. The proposals can then be recommended to GIC for
consideration. He noted that any such procedure will apply only in cases where large number of
taxpayers were affected due to IT glitches and not due to non-availability of local internet
connectivity or failure of power supply etc., which affected the individual cases.

3.2.4 Commissioner (GST Policy Wing), CBIC stated that there is no provision in the law to allow
waiver of interest. ACS, Haryana suggested that a provision allowing for waiver of interest may be
proposed for the Council to take a decision. Commissioner (GST Policy Wing), CBIC suggested that
a deadline of one month can be given to file the TRAN-1 from the date this facility is given. Member
(GST) suggested deadline of 30" April 2018 for filing TRAN-1 and 315 May 2018 for filing GSTR-
3B.

3.2.5 After discussion, the GIC approved the following:
i) To issue a circular detailing the IT Grievance Redressal Mechanism.
ii) Following procedure to be adopted by GSTN for the identified 17,573 cases.

a) GSTN shall identify the taxpayers who tried but were not able to complete TRAN-1
procedure (original or revised) of submitting and filing them due to IT-glitch before
27.12.2017 on the basis of electronic audit trail. It is clarified that the last date for filing of
TRAN 1 is not being extended in general and it was only being approved for this select group
of taxpayers who had initiated the procedure before the due date but could not complete the
same.

b) Only these identified taxpayers shall be allowed to complete the process of filing of TRAN-
1. If needed, GSTN may request field formations of the Centre and the States to collect
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additional document/ data etc. or verify the same to identify taxpayers who should be allowed
the benefit of this procedure.

¢) The amount of credit in TRAN-1 shall not be allowed to be amended during this process vis-
a-vis the amount of credit which was recorded by the taxpayer in the TRAN-1, which could
not be filed.

d) GSTN shall communicate directly with the taxpayers in this regard and submit a final report
to GIC about the number of TRAN-1s filed and submitted through this process.

iii) The decisions of the Hon’ble Allahabad High Court in the cases of M/s Rasik Products Pvt. Ltd.,
M/s National Chemicals and Dyes Co. and M/s Dev Priya Industries Pvt. Ltd and similar orders
may be executed in-line with the prcoedure prescribed above subject to fulfilling the conditions
prescribed therein. Where these conditions are not satisfied, Hon’ble Courts may be suitably
informed and if needed, review or appeal may be filed.

(iv) The process of completing filing of TRAN 1 stuck due to IT glitches in terms of clause (ii)
above shall be completed by 30 April 2018 and the process of completing filing of GSTR 3B which
could not be filed for such TRAN 1 cases, shall be completed by 31 May 2018.

3.2.6. Accordingly, Circular No. 39/2018 was issued on 26 March 2018.

3.3. Agenda Item 2 - Due dates for filing the returns and details in FORM GSTR-1

3.3.1 The GST Council in its 26™ meeting held on 10" March, 2018 recommended that the present

system of filing of FORM GSTR 3B and FORM GSTR 1 shall be extended for another three months

i.e., April to June, 2018 till the new system of return filing is finalized.

3.3.2  Accordingly, it was proposed to specify the following due dates for filing FORM GSTR-1
for the months/quarter from April to June, 2018.

Quarterly filing of FORM GSTR 1 (for taxpayers with annual turnover upto Rs. 1.5 crore)

SI. No | Quarter Last date for filing of return in
FORM GSTR-1
2. | April-June, 2018 10" July, 2018

Monthly filing of FORM GSTR 1 (for taxpayers with annual turnover above Rs. 1.5 crore)

SL. No | Month Last date for filing of return in FORM GSTR-1

4. | April, 2018 31 May, 2018
[Last date for filing of FORM GSTR-1 for the month of
March, 2018 is 10" May, 2018, vide notification No.
58/2017-Central Tax, dated 15.11.2017]
May, 2018 10™ June, 2018
6. | June, 2018 10" July, 2018

e
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3.3.3 CCT, West Bengal observed that the due date for quarterly returns of smaller taxpayers and
returns for the month of June of bigger taxpayers is same and that it may put significant load on the
IT system. Commissioner (GST Policy Wing), CBIC proposed that the due date of quarterly GSTR-
1 returns may be specified as 31 July 2018 instead of 10 July 2018.

3.3.4 After discussion, GIC approved the following due dates for filing of FORM GSTR-1 for the
months/quarter from April to June, 2018 through notifications.

Quarterly filing of FORM GSTR 1 (for taxpayers with turnover upto Rs. 1.5 crores)

SL. No | Quarter Last date for filing of return in
FORM GSTR-1
April-June, 2018 31% July, 2018

Monthly filing of FORM GSTR 1 (for taxpayers with turnover above Rs. 1.5 crores)

SL. No | Month Last date for filing of return in FORM GSTR-1
1. | April, 2018 31° May, 2018
2. | May, 2018 10™ June, 2018
3. | June, 2018 10 July, 2018

3.3.5 Accordingly, Notifications No. 17/2018, No. 18/2018 were issued on 28 March 2018.
3.4. Agenda Item 3 - Amendment of Rule 97 of CGST Rules, 2017

3.4.1 Commissioner (GST Policy Wing), CBIC informed that after receiving the draft rules from
the Department of Consumer Affairs, the Law Committee recommended the amendment of the
existing rule 97 of the CGST Rules, 2017 pertaining to Consumer Welfare Fund.

3.4.2 ACS, Haryana observed that in one of the meetings of the GST Council, the Council made
an observation that the GIC may limit itself to procedural changes only and that changing the rules
may amount to substantial change. Member (GST), CBIC clarified that the amendment in rules is
required to allow for the deposit of provisional amount being submitted by the taxpayers.
Commissioner (GST Policy Wing), CBIC stated that the changes proposed in the rules are procedural
in nature and that pari materia changes would also be required to be carried out in the respective
SGST Rules. ACS, Haryana noted that further clarity may be given with respect to the amount of
such money submitted and distribution of the provisional amount between CGST and SGST.
Commissioner (GST Policy Wing), CBIC clarified that the matter is pending with the National Anti-
profiteering Authority (NAPA) but the changes in rules are necessary for setting-up the Consumer
Welfare Funds (CWF). CCT, West Bengal inquired whether once the funds are credited to the
Centre’s CWF, they could be adjusted later in favour of the States. ACS, Haryana observed that the
changes appear to be significant and they can be studied further and can be discussed in the next
meeting. He also suggested that the facts relating to the case of Hindustan Unilever may be shared
with the States. Sh. T.V. Somanathan, Principal Secretary/Commissioner Commercial Tax, Tamil
Nadu inquired whether the orders of the Anti-profiteering Authority specify the apportionment of
the money into CGST and SGST heads. Commissioner (GST Policy Wing) clarified that this
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discussion would be recorded in the minutes and would be brought to the notice of the NAPA. ACS,
Haryana stated that a decision regarding this may be taken at the next meeting of the GIC so that
they can have consultation within their Government.

3.4.3  After discussion, the GIC decided to defer the agenda item to the next meeting.
3.5. Agenda Item 4 - Supply of food and/or drinks in the railways

3.5.1 Sh. Amitabh Kumar, Joint Secretary (TRU-II) stated that in the 23 Meeting of the GST
Council held at Guwabhati, the rate on service of supply of food was reduced to 5% without ITC
subsequent to which the Indian Railways issued a circular stating that supplies from static catering
units such as restaurants, eating joints, mess, canteens be taxed at 5% and that supply of food on
trains be taxed at 18%. He further stated that additional complexities exist in cases where the
consumer makes the payment in advance as in Rajadhani and Shatabdi trains in which the food
charges are included in the ticket price and in cases where the consumer pays in advance but has an
option whether to pay for food. ACS, Haryana observed that similar situation existed in the case of
Airlines and chartered buses. Special Secretary, GST Council commented that similar issue was there
with office canteens as well.

3.5.2. After discussion, GIC decided to approve the proposal to clarify that GST rate on supply of
food and/or drinks by Indian Railways/IRCTC or it’s licensees/contractors whether in trains or at
platforms (static catering units) is 5% without ITC. It was also decided that the Fitment Committee
may further study similar cases.

3.5.3 Accordingly, Order No. 02/2018-GST was issued on 31 March 2018.

3.6. Agenda Item 5 - Extending the time limit for filing refund claims by agencies holding
UIN, Canteen Stores Department (CSD) and any other category of person notified under
section 55 of the CGST Act.

3.6.1 Asthe IT system for enabling applying for refunds by agencies holding UIN, CSD and any
other category of person notified under section 55 of the CGST Act has been put in place very
recently, it was proposed that the time limit of six months for applying for refunds by agencies
holding UIN and CSD under sub-section (2) of section 54 of the CGST Act may be extended to 24
months from the last date of the quarter in which the inward supply of goods or services was received.
For example, the last date for applying for refund for the quarter ending 30" September, 2017 would
be 30" September, 2019 (instead of 31 March, 2018).

3.6.2. Commissioner (GST Policy Wing),CBIC stated that the extension has to be done under
special procedure under Section 148 of the CGST Act. He further stated that inability of the
embassies to apply for refund is leading to avoidable diplomatic situations. He further informed that
GSTN was holding workshops for embassies to educate them on filing of returns. CCT, West Bengal
requested that similar sessions may be conducted in Kolkata also.

3.6.3. After discussion, GIC approved the decision to extend the time limit for applying for refunds
under sub-section (2) of section 54 of the CGST Act to 18 months from the last date of the quarter
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in which the inward supply of goods or services was received by agencies holding UIN, CSD and
any other category of person notified under section 55 of the CGST Act. For example, the last date
for filing of refund application in respect of goods or services or both during the quarter July to
September, 2017 would be 31st March, 2019 (instead of 31st March, 2018).

3.6.4. Accordingly, Notification No. 20/2018- Central Tax was issued on 28 March 2018.
3.7.  Agenda Item 6 - Extension of date for filing the return in FORM GSTR-6

3.7.1 On the basis of the request received from GSTN, the Law Committee recommended
extending the due date for filing the return in FORM GSTR-6 by an Input Service Distributor for the
months of July, 2017 to February, 2018 till 31* May, 2018.

3.7.2 Commissioner (GST Policy Wing), CBIC observed that though the proposal was for July
2017 to February 2018 only, dates for the months of March 2018 and April 2018 may also be
extended to 31st May 2018 as the last date for returns for the said months is 13™ April, 2018 and 13"
May 2018 respectively.

3.7.3. After discussion, GIC approved the extension of the due date for filing the return in FORM
GSTR-6 by an Input Service Distributor for the months of July, 2017 to April, 2018 till 31** May,
2018 through a notification.

3.7.4. Accordingly, Notification No. 19/2018 — Central Tax was issued on 28 March 2018.

3.8.  Agenda Item 7 - Extension of date for filing the statement in FORM GST TRAN-2

3.8.1. On the basis of the request received from GSTN, the Law Committee recommended
extending the due date for filing the statement in FORM GST TRAN-2 by registered persons entitled
to take credit of input tax in accordance with the proviso to sub-section (3) of section 140 of the
CGST Act, 2017, till 30™ June, 2018.

3.8.2. After discussion, GIC approved extension of due date for filing the statement in FORM
GST TRAN-2 till 30" June, 2018, through the issuance of an order under rule 117 (4) (b) (iii) of
CGST Rules, 2017.

3.8.3. Accordingly, Order No. 01/2018-GST was issued on 28 March 2018.

3.9. Agenda Item 8 — Changes in CGST Rules, 2017

3.9.1 The Law Committee in its meetings held on 22" and 23" March, 2018 has proposed
amendments in rule 89(5) of the CGST Rules, 2017 to amend the formula for calculating the
maximum amount of refund admissible and definition of ‘Net ITC’ and amendment to FORM GST
DRC-07 to provide for mentioning the amount payable in respect of release of seized goods
(including impounded vehicles).
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3.9.2 Commissioner (GST Policy Wing), CBIC proposed that this agenda item may be taken up
along with the agenda related to Consumer Welfare Fund Rules in the next GIC Meeting.

3.9.3 GIC agreed that the agenda item may be taken up in the next meeting.
3.10. Table Agenda — Pendency of GST Practitioners applications

10.1 Special Secretary, GST Council observed that, based on the data shared by GSTN, only 23% of
the GSTP applications have been approved and that the Centre and the States may direct their officers
to accelerate the process and liquidate the pending applications. CCT, West Bengal requested that
the State-wise breakup may be shared. Commissioner (GST Policy Wing), CBIC stated that the
GSTN would be requested to share the data with the States.

4. 16" GIC Meeting — 10 April 2018

4.1. The 16" GIC Meeting was held on 10 April 2018 through Video Conference. The 9 agenda
items taken up for discussion and their outcome are as follows:

4.2. Agenda Item 1 — Notifying the Final Return to be filed in FORM GSTR-10

4.2.1. Commissioner (GST Policy Wing), CBIC briefed the GIC about the final return that every
registered person whose registration has been cancelled shall furnish. Sh. P.D. Vaghela, CCT,
Gujarat proposed to delete entries numbered 5 and 7 from the form which mandated the assessee to
disclose the Application Reference Number (ARN) and the status of order of cancellation of
registration, as only those assessees who receive the order of cancellation electronically will be able
to submit FORM GSTR-10. Commissioner (GST Policy Wing), CBIC suggested that the words “if
yes,” from the entry number 8 of the form may be deleted for the same reason.

4.2.2. Sh. Khalid Anwar, Joint Commissioner, West Bengal suggested that since sub-section (5)
of Section 29 of the CGST Act mandates the assessee to pay an amount equivalent to the credit of
input tax in respect of plant and machinery and the details are asked in FORM GST-REG 16 when
the assessee applies for cancellation of registration, the same may be included in FORM GSTR-
10. It was further agreed to replace “Amount of ITC claimed” by “Input Tax Credit/Tax Payable
(whichever is higher)” in the table. He further suggested that a new entry 10(d) should be added
giving details of inputs held in stock or inputs as contained in semi-finished /finished goods held in
stock, where invoice is not available.

4.2.3 CCT, Gujarat observed that the instruction no. 3(ii) at the end of the form needs to be
changed in line with Rule 44(1)(b) of the CGST Rules. It was further observed that a table will be
added indicating interest, late fee amount payable and paid. It was agreed that declaration as
contained in FORM REG-16 will be kept in this format as well.

4.2.4. After discussion, GIC approved notifying the FORM GSTR-10.
4.2.5. Accordingly, Notification No. 21/2018 — Central Tax was issued on 18 April 2018.

4.3. Agenda Item 2 — Changes in CGST Rules, 2017
4.3.1. Commissioner (GST Policy Wing), CBIC stated that Section 54(3)(ii) of the CGST Act,
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2017 does not allow for refund of taxes on account of inverted duty structure in case of input
services, whereas, there is no restriction to avail the refund where the outward supply is that of
services, Rule 89(5) of the CGST Rules needed to be amended to modify the formula for calculating
Maximum Refund Amount according to the Act.

4.3.2. Commissioner (GST Policy Wing), CBIC stated that FORM GST DRC-07 needed to be
amended in order to provide for mentioning the amount payable in respect of release of seized goods
(including impounded vehicles) as provided under rules 140 and 141 of the CGST Rules, 2017.

4.3.3 After discussion, GIC agreed to the following:

4.3.3.1 Amend the Rule 89(5) of the CGST Rules as below (indicated in underlined italics and
italics strikethrough mode).
Maximum Refund Amount = {(Turnover of inverted rated supply of goods and services) x Net

ITC+ Adjusted Total Turnover) - tax payable on such inverted rated supply of goods and
services

Explanation: For the purposes of this sub-rule, the expression:-

(i) “Net ITC” shall mean input tax credit availed on inputs end-input-serviees during the
relevant period other than the input tax credit availed for which refund is claimed under
sub-rules (4A) or (4B) or both;

(ii) “Adjusted Total Turnover” shall have the same meaning as assigned to it in sub-rule
(4).

4.3.3.2 Amend the FORM GST DRC-07.

4.3.4. Accordingly, Notification No. 21/2018 — Central Tax was issued on 18 April 2018.

4.4, Agenda Item 3 — Amendment of Rule 97 of CGST Rules, 2017

4.4.1. Commissioner (GST Policy Wing) stated that Rules regarding the management of
Consumer Welfare Fund needed to be amended, after taking inputs from the Department of
Consumer Affairs, Ministry of Consumer Affairs, Food & Public Distribution and that such
amendment would enable crediting of provisional amounts received from taxpayers to the
Consolidated Fund. It was pointed out that finalization of the new Consumer Welfare Fund Rules
was extremely urgent as provisional amount received from one of the large corporate entities on
account of possible profiteering was required to be deposited in the Fund.

4.4.2 CCT, Gujarat observed that an explicit mention of the Standing Committee’s powers (as
proposed in amended Rule 97) to distribute the provisional amount between Centre and States had
to be made. Commissioner (GST Policy Wing), CBIC clarified that under the proposed Rule
97(8)(a), the Committee can recommend making available grants to any applicant and that as per
the explanation to the said Rule, the Central Government or any State Government can be treated
as an applicant. ACS, Haryana observed that such provision would mean that the State Governments
have to make an application to the Committee for distribution of the amount. CCT, West Bengal
suggested that a sub-Rule 97(8)(f) may be added for explicitly mentioning the authority of the
Committee.

4.4.3 CCT, Gujarat suggested that a new Rule may be made to mandate the Committee to pass an

order for distribution of amount following the order of National Anti-profiteering Authority (NAA).

Commissioner (GST Policy Wing), CBIC stated that Rule 127 of the CGST Rules, which specifies
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the duties of the Authority may be amended to mandate the Authority to determine the distribution
of amount between the Centre and States.

4.4.4 There was also discussion if amount collected in lieu of Cess, based on order of NAA should
also be distributed between the Centre and States. The discussion was inconclusive and it was
decided that it could be discussed in the forthcoming Law Committee meeting.

4.4.5 After discussion, GIC approved the amendment of Rule 97 of CGST Rules, 2017. The said
rule in the State GST Rules would read differently. It was further agreed that issue of possible new
sub-Rule regarding distribution of amount following order of NAA and that for distribution of Cess
shall be discussed in the forthcoming Law Committee meeting and then taken up in the next GIC
meeting.

4.4.6. Accordingly, Notification No. 21/2018 — Central Tax was issued on 18 April 2018.

4.5. Agenda Item 4 — Early roll out of e-way bill for intra-State movement of goods in the
State of Tripura

4.5.1. Commissioner (GST Policy Wing), CBIC stated that a letter was received at the GST
Council Secretariat from the State of Tripura to shift them from Lot-4 to Lot-2 for introduction of
intra-State eWayBill. Sh. Prakash Kumar, CEO, GSTN stated that the number of eWayBills being
generated on the portal plateaued at around 9 lakh per day on weekdays and around 3.5 lakh per
day on Sundays. He further stated that top-5 States accounted for 30% of the eWayBills that were
generated and that since Tripura accounted for only 0.006% of the number of eWayBills, it can be
shifted to Lot-2.

4.5.2.  Ms. Smaraki Mahapatra, CCT, West Bengal stated that since it was decided in the 26" GST
Council Meeting that intra-State eWayBill requirement would come into force latest by 01 June
2018, some flexibility had to be given to the States in the 4™ lot to decide the date from which such
requirement is made applicable.

4.5.3. Sh. Arun Goyal, Special Secretary, GST Council Secretariat observed that there were
complaints of the eWayBill portal being down for some time. CEO, GSTN stated that the downtime
was due to a system upgrade and that he suggested NIC to implement such changes only during
1AM to 3AM and that too after giving prior notice.

4.5.4. After discussion, GIC agreed to the following:

i. To place Tripura in lot-2 for intra-State eWayBill system, instead of lot-4.

ii. To advise NIC to implement system changes only during 1AM -3 AM after prior notice.
4.6. Agenda Item 5 — Clarification on issues related to furnishing of Bond/Letter of
Undertaking for exports

4.6.1. Commissioner (GST Policy Wing), CBIC stated that Law Committee recommended that
all LUTs may be deemed to be accepted unless rejected by the officers. He further stated that since
the facility to reject was not made available to Model-2 States and that to view or reject was not yet
made available to field officers of Model-1 States and CBIC, a circular No.40/2018 dated 06 April
2018 was issued urgently to clarify the procedure.

4.6.2. CCT, West Bengal stated that their officers were unable to perform ARN based search for

LUTs. CEO, GSTN responded that role-mapping needed to be done in the system first and that the

State of Andhra Pradesh was able to integrate their system through APIs and their officers were
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able to view the LUTs. He further stated that the LUT rejection facility was in System Integration
phase and it would be rolled-out in two to three weeks.

4.6.3. Commissioner (GST Policy Wing), CBIC stated that till such facility is made available to
officers, all LUTs are to be accepted except when an applicant had a pending prosecution against
him. He added that as no data on prosecution was available, it would be accepted on self-declaration
basis.

4.6.4. CCT, Gujarat stated that their officers were unable to check EGMs from few Land Customs
Stations. Sh. Sandeep M. Bhatnagar, DG(EP), CBEC responded that such cases may arise with non-
EDI ports and that CBIC would find a solution to the problem. He further suggested that the hard
copies of export reports can be verified in place of EGMs for such ports.

4.6.5. After discussion, GIC gave post-facto approval to issuance of the circular No0.40/2018 dated
06 April 2018.

47.  Agenda Item 6 — Waiver of recording UINs on Invoices for refund purposes

4.7.1. Commissioner (GST Policy Wing), CBIC stated that despite multiple press releases and
advertisements, the Embassies and Consulates were facing an issue of UINs not being recorded on
the bills for their purchases. CCT, West Bengal observed that it was a difficult provision to enforce.
CEO, GSTN stated that many online companies were already implementing such facility and since
the GSTIN and UIN were in similar format, it would not be too difficult to mandate such provision.
CCT, West Bengal stated that the UIN holders may be asked to submit an undertaking instead.

4.7.2. After discussion, GIC agreed to give one-time waiver to UIN agencies for the quarters of
July-Sep 2017, Oct-Dec 2017 and Jan-Mar 2018 for getting GST refunds on invoices even when
they do not carry UINs. The authorized representatives of UIN holders would certify that they have
actually procured the said goods or services. It was further agreed to give fresh press
releases/advertisements stressing on recording of UINs.

4.7.3. Accordingly, Circular No. 43/2018 was issued on 13 April 2018.

4.8. Agenda Item 7 — Circular to be issued for clarifying the procedure for interception of
conveyances for inspection of goods in movement, and detention, release and confiscation of
such goods and conveyances

4.8.1 Commissioner (GST Policy Wing), CBIC proposed that a Circular may be issued to
standardize the procedure for interception of conveyances across the States. CCT, Gujarat observed
that when an order as per FORM GST MOV-11 is issued, earlier order as per FORM GST MOV-
09 must stand cancelled. Sh. Sanjeev Kaushal, ACS, Haryana observed that cross-empowerment of
officers is required to be done to enable such interceptions. Sh. Mahender Singh, Member (GST),
CBIC replied that the provisions of cross-empowerment may be decided by the Law Committee
and brought for consideration of the GIC in its next meeting.

4.8.2. Joint Commissioner, West Bengal stated that their officers were unable to verify the
eWayBills which were not generated in their State. He further stated that such situation was leading
to tax evasion. CEO, GSTN informed that facility is available for all Central and State officers to
view all eWayBills. ACS, Haryana observed that the contents of circular should ideally be placed
in the Rules. Commissioner (GST Policy Wing), CBIC clarified that when the forms are made
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available, corresponding changes can be made in the Rules. He further stated that the Circular with
pari materia changes was needed to be issued by all the States as well.

4.8.3. After discussion, GIC approved the following:
i. Issuance of Circular.

ii. Similar circular to be issued by States with pari materia changes. The suggested draft would
be sent by West Bengal to the Council’s Secretariat for circulation to the States.

iii. NIC to make available the viewing of all eWayBills to all Central and State officers, if the
facility is not available at present.

4.8.4. Accordingly, Circular No. 41/2018 was issued on 13 April 2018.

4.9. Agenda Item 8 — Circular to be issued for clarifying the procedure for recovery of
arrears under the existing law and reversal of inadmissible input tax credit

4.9.1. Commissioner (GST Policy Wing), CBIC proposed that in view of representations seeking
clarification on the provisions of the Central Goods and Services Tax Act, 2017 relating to recovery

of arrears of duties of Central Excise / Service Tax and CENVAT credit, a Circular may be issued
clarifying the procedure.

4.9.2. CCT, Gujarat observed that Para 2 (ii) of the proposed Circular may be amended to include
a reference to Section 74 of the CGST Act.

4.9.3. After discussion, GIC approved the issuance of the Circular. Similar circular to be issued
by States with pari materia changes. The suggested draft would be sent by Gujarat to the Council’s
Secretariat for circulation to the States.

4.9.4. Accordingly, Circular No. 42/2018 was issued on 13 April 2018.

4.10. Agenda Item 9 — Reversal of late fee paid by taxpayers on filing of FORM GSTR-3B
due to delayed filing of FORM GST TRAN- 1

4.10.1. Commissioner (GST Policy Wing), CBIC stated that in the 15" meeting of GIC held on
26.03.2018, it was recommended that the taxpayers, who could not submit FORM GST TRAN-1
due to technical errors, should be allowed to authenticate and file the same by 30.04.2018 and that
those taxpayers who were not able to file FORM GSTR-3B due to non-filing of FORM GST
TRAN-1, shall be allowed to file the same by 31.05.2018. He informed that the GSTN has sent a
proposal to waive late fee on delayed filing of FORM GSTR-3B in such cases. He further stated
that to enable such waiver through notification, a class of taxpayers has to be defined for the 17,573
such identified cases. CEO, GSTN replied that the formulation of such definition and the list of
17,573 taxpayers would be prepared by GSTN.

4.10.2. Special Secretary, GST Council observed that such waiver/reversal of the late fee may be
conditional upon the taxpayers authenticating and filing FORM GST TRAN-1 and associated
FORM GSTR-3B by 30.04.2018 and 31.05.2018 respectively.

4.10.3. After discussion, GIC approved the following:

i. Waiver of late fee on such delayed filing of FORM GSTR-3B of taxpayers who could not
submit FORM GST TRAN-1 due to technical errors.

ii. Such waiver shall be conditional upon the taxpayers authenticating and filing FORM GST
TRAN-1 and associated FORM GSTR-3B by 30.04.2018 and 31.05.2018 respectively.
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iii. GSTN shall prepare a formulation defining 17,573 taxpayers to enable preparing of notification
and also send the list of 17,573 taxpayers to the GST Policy Wing.

5. The decisions of the GIC are placed for the information of the Council.

shskeoskok
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Agenda Item 4: Review of Revenue position

In the GST Council meeting held on 10® March, 2018, revenue collection figures up to
28" February, 2018 were placed before the Council. The Table 1 below gives the details of
revenue collected as Central Goods and Services Tax (CGST), State Goods and Services Tax
(SGST) and Integrated Goods and Services Tax (IGST) during FY 2017-18 including the details
of funds transferred to the Centre and States on account of settlement of funds.

Table 1*: GST revenue for FY 2017-18

Receipts Funds transferred Net revenue after
due to settlement settlement
CGST 118,876 86,275 205,152
SGST 171,803 119,663 291,466
IGST 387,356 205,938 181,418
Cess 62,614 62,614
Total 740,650

“Figures rounded to nearest whole number

e Hence forth, revenue collection figures — CGST, IGST, SGST and Cess will be considered
for the entire month on actual cash collection basis and published on 1* of next month.

e The details of State-wise revenue shortfall/excess against revenue to be protected including
status of return filing state-wise are discussed below:
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Revenue Trends

The details of state-wise revenue to be protected and percentage revenue shortfall of GST
collections since August 2017 are given below:

S. Protected | Average | %

No. State Revenue | Shortfall | Shortfall
1 Daman and Diu 70 52 -
2 Dadra and Nagar Haveli 83 49
3 Puducherry 119 54 45%
4 Himachal Pradesh 394 164 42%
5 Uttarakhand 537 211 39%
6 Bihar 1367 524 38%
7 Punjab 1567 580 37%
8 Jammu and Kashmir 516 190 37%
9 Meghalaya 69 22 32%
10 | Chandigarh 158 50 32%
11 Chhattisgarh 797 248 31%
12 | Odisha 1194 365 31%
13 | Tripura 85 25 30%
14 | Madhya Pradesh 1660 433 26%
15 Jharkhand 694 179 26%
16 | Goa 236 53 23%
17 Karnataka 3914 876 22%
18 | Assam 648 139 21%
19 | Rajasthan 1858 335 18%
20 | Haryana 1649 294 18%
21 Kerala 1822 285 16%
22 | Nagaland 28 4 15%
23 Gujarat 3125 428 14%
24 | West Bengal 2176 279 13%
25 | Uttar Pradesh 3613 431 12%
26 | Sikkim 27 2 9%
27 Andhra Pradesh 1457 103 7%
28 | Telangana 1745 110 6%
29 | Delhi 1818 115 6%
30 | Tamil Nadu 3226 112 3%
31 Mabharashtra 6553 193 3%
32 | Manipur 38 0 0%
33 Arunachal Pradesh 28 0 -1%
34 Mizoram 20 -1 -4%
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State wise Return Filing till Date

Code State/UT Name Jul Aug Sep Oct Nov Dec Jan Feb Mar
1 Jammu and Kashmir | 95.33% | 91.80% | 89.39% | 86.13% | 83.24% | 80.97% | 78.13% | 74.23% | 61.87%
2 Himachal Pradesh 97.55% | 94.14% | 91.77% | 88.22% | 85.54% | 83.93% | 81.85% | 79.09% | 68.56%
3 Punjab 100.28% | 98.08% | 96.72% | 94.47% | 92.80% | 91.52% | 89.92% | 87.88% | 79.56%
4 Chandigarh 99.29% | 96.98% | 95.11% | 92.18% | 90.07% | 88.21% | 86.55% | 84.78% | 74.87%
5 Uttarakhand 94.32% | 90.80% | 88.27% | 84.11% | 80.67% | 78.55% | 75.67% | 71.88% | 59.35%
6 Haryana 97.82% | 95.94% | 94.15% | 91.19% | 88.91% | 87.16% | 84.97% | 82.22% | 70.86%
7 Delhi 98.02% | 95.09% | 92.88% | 89.43% | 86.89% | 84.83% | 82.04% | 78.52% | 66.47%
8 Rajasthan 97.50% | 94.33% | 92.35% | 89.71% | 87.32% | 85.71% | 83.32% | 80.18% | 67.59%
9 Uttar Pradesh 98.35% | 96.45% | 94.69% | 92.24% | 89.53% | 87.78% | 85.32% | 82.16% | 71.35%
10 Bihar 94.73% | 90.34% | 87.64% | 83.05% | 79.05% | 76.48% | 73.15% | 68.68% | 53.64%
11 Sikkim 94.09% | 91.09% | 88.83% | 86.16% | 82.06% | 79.50% | 76.07% | 71.63% | 56.53%
12 Arunachal Pradesh 82.85% | 77.88% | 74.67% | 67.82% | 63.30% | 59.89% | 55.39% | 48.77% | 31.16%
13 Nagaland 78.25% | 70.57% | 66.67% | 60.68% | 57.13% | 55.05% | 50.57% | 43.06% | 31.76%
14 Manipur 77.44% | 70.99% | 66.00% | 60.93% | 57.73% | 55.35% | 51.65% | 47.33% | 34.84%
15 Mizoram 81.51% | 75.15% | 71.53% | 68.66% | 65.62% | 63.65% | 60.44% | 54.78% | 41.32%
16 Tripura 89.34% | 83.91% | 81.81% | 77.72% | 73.65% | 71.12% | 68.49% | 65.06% | 52.62%
17 Meghalaya 82.38% | 77.93% | 75.09% | 71.15% | 67.09% | 64.39% | 60.61% | 56.93% | 45.98%
18 Assam 83.72% | 77.60% | 74.94% | 70.64% | 67.07% | 64.25% | 60.82% | 55.99% | 40.08%
19 West Bengal 96.64% | 93.06% | 91.15% | 87.43% | 84.77% | 82.89% | 80.46% | 77.31% | 65.60%
20 Jharkhand 97.31% | 94.59% | 92.64% | 89.04% | 86.37% | 84.09% | 81.08% | 76.01% | 61.14%
21 Odisha 93.80% | 89.47% | 87.00% | 82.69% | 79.14% | 76.97% | 74.29% | 70.77% | 56.95%
22 Chhattisgarh 95.77% | 91.68% | 88.60% | 85.61% | 81.95% | 79.29% | 75.15% | 69.23% | 49.08%
23 Madhya Pradesh 97.35% | 94.20% | 92.00% | 89.23% | 85.93% | 83.62% | 80.38% | 75.66% | 59.12%
24 Gujarat 97.17% | 94.89% | 93.28% | 91.38% | 89.64% | 88.21% | 85.89% | 82.88% | 71.40%
25 Daman and Diu 96.61% | 93.48% | 91.14% | 87.85% | 85.43% | 83.38% | 80.68% | 77.31% | 63.98%
o I?aavderl“i‘andNagar 96.65% | 93.10% | 90.99% | 88.04% | 85.14% | 83.16% | 80.54% | 76.73% | 63.56%
27 Maharashtra 94.95% | 91.09% | 88.70% | 85.35% | 82.67% | 80.56% | 77.66% | 74.15% | 63.40%
29 Karnataka 95.86% | 92.78% | 90.59% | 87.22% | 84.16% | 82.20% | 79.65% | 76.29% | 65.24%
30 Goa 92.37% | 88.85% | 86.33% | 82.96% | 79.79% | 77.45% | 74.19% | 70.02% | 58.97%
3] Lakshadweep 65.66% | 61.40% | 49.03% | 46.37% | 44.66% | 40.48% | 38.37% | 32.05% | 25.37%
3 Kerala 97.30% | 94.85% | 93.32% | 91.19% | 88.78% | 86.93% | 84.24% | 80.29% | 60.13%
33 Tamil Nadu 92.68% | 89.15% | 86.93% | 83.99% | 80.86% | 78.82% | 76.23% | 72.78% | 61.07%
34 Puducherry 95.10% | 91.80% | 89.47% | 85.62% | 82.82% | 80.26% | 77.41% | 73.52% | 59.94%
35 g?;}i‘gj}‘g‘;ﬁds 71.08% | 58.90% | 54.39% | 50.37% | 46.32% | 43.61% | 39.51% | 34.84% | 24.13%
36 Telangana 95.45% | 91.98% | 89.61% | 85.67% | 81.88% | 79.70% | 76.97% | 73.15% | 57.77%
37 Andhra Pradesh 96.62% | 92.81% | 90.26% | 87.08% | 84.07% | 82.07% | 79.32% | 75.48% | 59.69%
97 Other Territory 86.36% | 84.62% | 71.88% | 75.00% | 76.32% | 71.11% | 59.62% | 54.90%
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State wise Return Filing till Due Date

Code State/UT Name Sep-17 | Oct-17 | Nov-17 | Dec-17 | Jan-18 | Feb-18 | Mar-18
1 Jammu and Kashmir 48.82% | 54.63% | 76.76% | 63.76% | 61.85% | 61.00% | 57.65%
2 Himachal Pradesh 51.32% | 54.40% | 70.84% | 67.97% | 66.67% | 66.42% | 63.98%
3 Punjab 71.48% | 73.90% | 67.40% | 82.16% | 79.47% | 78.67% | 75.49%
4 Chandigarh 66.83% | 65.36% | 66.55% | 76.710% | 73.16% | 73.69% | 71.14%
5 Uttarakhand 37.40% | 44.67% | 65.92% | 58.41% | 57.99% | 58.26% | 55.65%
6 Haryana 57.48% | 62.60% | 64.89% | 73.61% | 69.94% | 69.80% | 66.75%
7 Delhi 56.96% | 57.96% | 63.73% | 70.34% | 66.08% | 65.02% | 62.38%
8 Rajasthan 50.54% | 59.50% | 62.23% | 71.65% | 68.74% | 68.03% | 63.20%
9 Uttar Pradesh 49.89% | 60.74% | 61.79% | 73.12% | 70.59% | 70.07% | 67.47%
10 Bihar 37.09% | 47.19% | 60.72% | 56.82% | 56.34% | 54.56% | 50.19%
11 Sikkim 4091% | 49.10% | 59.81% | 57.99% | 55.47% | 55.55% | 52.43%
12 Arunachal Pradesh 19.17% | 24.92% | 59.50% | 29.79% | 30.86% | 31.87% | 28.75%
13 Nagaland 17.18% | 20.44% | 59.01% | 26.26% | 31.04% | 27.73% | 29.18%
14 Manipur 19.31% | 20.80% | 58.86% | 27.12% | 27.63% | 28.70% | 31.50%
15 Mizoram 24.48% | 28.32% | 58.13% | 33.79% | 39.22% | 39.68% | 39.43%
16 Tripura 3541% | 47.45% | 58.07% | 52.37% | 53.36% | 52.13% | 49.71%
17 Meghalaya 26.72% | 37.30% | 57.98% | 40.32% | 40.47% | 40.86% | 43.47%
18 Assam 27.92% | 35.20% | 57.86% | 42.00% | 42.75% | 41.70% | 36.42%
19 West Bengal 50.26% | 57.61% | 56.81% | 65.73% | 66.63% | 66.02% | 62.55%
20 Jharkhand 52.63% | 56.55% | 56.77% | 65.32% | 64.46% | 60.80% | 56.43%
21 Odisha 42.48% | 48.69% | 53.24% | 58.14% | 57.73% | 57.08% | 52.58%
22 Chhattisgarh 32.39% | 38.64% | 51.74% | 52.17% | 51.85% | 51.10% | 44.79%
23 Madhya Pradesh 39.57% | 48.85% | 51.20% | 64.44% | 62.25% | 60.05% | 54.40%
24 Gujarat 49.82% | 56.66% | 51.03% | 72.95% | 70.78% | 70.90% | 67.98%
25 Daman and Diu 54.21% | 55.36% | 51.02% | 64.58% | 62.10% | 63.56% | 60.33%
26 Dadra and Nagar Haveli 54.03% | 55.61% | 49.97% | 66.68% | 62.78% | 63.61% | 60.22%
27 Maharashtra 51.70% | 53.64% | 49.80% | 64.79% | 61.72% | 61.87% | 60.33%
29 Karnataka 52.88% | 5891% | 44.81% | 66.81% | 64.99% | 63.43% | 61.24%
30 Goa 46.71% | 50.30% | 38.13% | 58.53% | 57.55% | 56.15% | 55.84%
31 Lakshadweep 24.81% | 27.94% | 37.75% | 26.69% | 28.68% | 25.00% | 23.88%
32 Kerala 52.87% | 57.711% | 30.87% | 63.60% | 58.78% | 57.16% | 52.35%
33 Tamil Nadu 47.24% | 55.44% | 25.61% | 60.49% | 59.90% | 58.96% | 56.85%
34 Puducherry 52.01% | 55.73% | 23.92% | 58.11% | 57.02% | 56.91% | 56.05%
35 Andaman and Nicobar Islands [ 11.02% | 15.84% | 23.10% | 21.85% | 22.13% | 21.65% | 22.33%
36 Telangana 41.04% | 48.21% | 20.27% | 56.20% | 54.51% | 55.03% | 53.42%
37 Andhra Pradesh 49.77% | 55.19% | 17.02% | 62.45% | 61.29% | 59.46% | 54.40%
97 Other Territory 55.10% | 55.77% | 50.98%
Total 49.79% | 56.00% | 60.92% | 66.40% | 64.32% | 63.62% | 62.63%
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Return Filing Analysis

Return | Required to Till due date Cumulative

Period file Returns % Returns %
July '17 6647581 3834877 57.69% 6388549 96.10%
Aug '17 7370102 2725183 36.98% 6851732 92.97%
Sep '17 7823806 3934256 50.29% 7109143 90.87%
Oct '17 7721075 4368711 56.58% 6777440 87.78%
Nov '17 7957204 4913065 61.74% 6765603 85.02%
Dec '17 8122425 5426278 66.81% 6747887 83.08%
Jan'18 8322611 5394018 64.81% 6694387 80.44%
Feb '18 8527127 5451004 63.93% 6562362 76.96%
Mar '18 8715163 5458728 62.63% 5630683 64.61%

e From the above table, it is inferred that on average, about 58% of the taxpayers are filing their return
within due date.

e The number of returns to be filed has increased over a period of time. There has been a proportionate
increase in the number of returns filed.
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Agenda Item 5: Clarification regarding applicability of Integrated Goods and Services
Tax on goods supplied while being deposited in a warehouse

Goods imported into India are subjected to customs duties and integrated tax under sub-section
(7) of section 3of the Customs Tariff Act, 1975 (hereafter referred to as “CTA”). The importer has the
option to defer the payment of duty on such imports by storing the goods in the Customs bonded
warehouse. During the storage of imported goods in warehouse, the importer has the option to supply
such goods to any other person even before clearance from the bonded warehouse. It has been clarified
vide Circular No. 46/2017-Customs dated 24.11.2017 that integrated tax will be payable on such
supplies and buyer will also pay the deferred customs duty at the time of clearance of goods from the
warehouse. It has been represented that in this scenario, the buyer is being saddled with double taxation.

2. Kind attention is drawn towards sub-section (2) of section 7 of the Integrated Goods and
Services Tax Act, 2017 (hereinafter referred to as the “IGST Act”) whereby supply of goods imported
into the territory of India, till they cross the customs frontiers of India, is treated as a supply of goods in
the course of inter-State trade or commerce. Further, proviso to sub-section (1) of section 5 of the IGST
Act provides that integrated tax on goods imported into India would be levied and collected in
accordance with the provisions of section 3 of the Customs Tariff Act, 1975 (hereinafter referred to as
the “CTA”). Thus, in case of supply of such warehoused goods the point of levy would be the point at
which duty is collected under section 12 of the Customs Act, 1962 (hereinafter referred to as the
“Customs Act”) which is at the time of clearance of goods under section 68 of the Customs Act.

3. Furthermore, sub-section (8A) has been inserted with effect from 31% March, 2018 in section 3
of the CTA vide Section 102 of the Finance Act, 2018 so as to provide that the valuation for the purpose
of levy of integrated tax on imported goods deposited in a warehouse, at the time of clearance for home
consumption, would be either the transaction value or value as per sub-section (8) of section 3 of the
CTA (i.e. valuation done at the time of filing into-bond bill of entry), whichever is higher. It is significant
as this amendment takes care of any revenue concerns that might arise on account of non-capturing of
value addition happening when the warehoused goods are sold before clearance from warehouse.

4. It is pertinent to mention here that GST Council in its 25th Meeting held on 18th January 2018,
has given an in-principle approval to declare the supply of warehoused goods within the Customs
bonded warehouse as ‘no supply’ under Schedule III of the CGST Act, 2017 so as to ensure that no
integrated tax is paid at the time of supply of warehoused goods by the importer to the buyer. Since the
amendment of the law would take time, it is proposed that such intention/ decision of the GST Council
may be effected through a circular.

5. In view of the above, it is proposed that Circular No. 46/2017-Customs dated 24.11.2017 may
be rescinded and a fresh circular may be issued clarifying that supply of warehoused goods before their
clearance from the warehouse would not be subject to levy of integrated tax and the same would be
collected only when the warehoused goods are cleared for home consumption from the customs bonded
warehouse. This clarification would be applicable from 1% of April, 2018. Accordingly, a draft circular
as at Annexure-I is placed for approval of the GST Council.
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Annexure-I
F. NO. CBEC/20/16/03/2017- GST
Government of India
Ministry of Finance
Department of Revenue
Central Board of Indirect Taxes and Customs
GST Policy Wing

New Delhi, Dated the_ May, 2018

To,

The Principal Chief Commissioners / Chief Commissioners / Principal Commissioners /

Commissioners of Central Tax (All) / The Principal Directors General / Directors General (All)

Madam/Sir,

Subject: Applicability of Integrated Goods and Services Tax (integrated tax) on goods

supplied while being deposited in a warehouse-reg.

Attention 1s invited to Circular No. 46/2017-Customs dated 24.11.2017 whereby
applicability of integrated tax on goods transferred / sold while being deposited in a warehouse

was clarified.

2. Various references have been received in the Board on the captioned issue. The issue

has been re-examined in the Board.

3. It is seen that “Transfer / sale of goods while being deposited in Customs bonded
warehouse” is a common trade practice whereby the importer files an into-bond bill of entry
and stores the goods in a customs bonded warehouse and thereafter supplies such goods to
another person who then files an ex-bond bill of entry for clearing the said goods from the

bonded warehouse for home consumption.

4, It may be noted that as per sub-section (2) of section 7 of the Integrated Goods and
Services Tax Act, 2017 (hereinafter referred to as the “IGST Act”) supply of goods imported
into the territory of India, till they cross the customs frontiers of India, is treated as a supply of
goods in the course of inter-State trade or commerce. Further, proviso to sub-section (1) of

section 5 of the IGST Act provides that integrated tax on goods imported into India would be
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levied and collected in accordance with the provisions of section 3 of the Customs Tariff Act,
1975 (hereinafter referred to as the “CTA”). Thus, in case of supply of such warehoused goods,
the point of levy would be the point at which duty is collected under section 12 of the Customs
Act, 1962 (hereinafter referred to as the “Customs Act”’) which is at the time of clearance of

goods under section 68 of the Customs Act.

5. It may also be noted that sub-section (8 A) has been inserted with effect from 31% March,
2018 in section 3 of the CTA vide Section 102 of the Finance Act, 2018 so as to provide that
the valuation for the purpose of levy of integrated tax on warehoused imported goods at the
time of clearance for home consumption would be either the transaction value or value as per
sub-section (8) of section 3 of the CTA (i.e. valuation done at the time of filing into-bond bill

of entry), whichever is higher.

6. It is clarified that integrated tax shall be levied and collected at the time of final
clearance of goods for home consumption i.e. at the time of filing ex-bond bill of entry and
value addition accruing at each stage of supply shall form part of the value on which integrated
tax would be payable at the time of clearance from the warehouse. In other words, the supply
of warehoused goods before their clearance from warehouse would not be subject to levy of
integrated tax and same would be collected only when the warehoused goods are cleared for

home consumption from the customs bonded warehouse.

7. This circular would be applicable for supply of goods while being deposited in a

warehouse on or after 01* of April, 2018.

8. It is requested that suitable trade notices may be issued to publicize the contents of this
circular.
9. Difficulty, if any, in implementation of the above instructions may please be brought to

the notice of the Board. Hindi version would follow.
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Agenda item 6: Change in the shareholding pattern of GSTN

Goods and Services Tax Network (GSTN) is a Special Purpose Vehicle incorporated as a company with
49% Government equity, shared equally amongst Central Government and all State Governments put
together. 51% of the equity is held by five non-Government companies. GSTN has been mandated to
develop and maintain the common IT infrastructure for GST. It maintains the common portal for the
front-end activities of registration, return filing, payment of taxes and refunds. In addition, it has also
been mandated to develop the back-end processes for certain States.

2. Background of GSTN:

2.1. In July, 2010, an Empowered Group on IT infrastructure for GST (EG) under the Chairmanship
of Shri Nandan Nilekani (Chairman, UIDAI) was set up by the Union Finance Minister in consultation
with the Empowered Committee of State Finance Ministers (EC). The EG was mandated, inter alia, to
recommend an appropriate structure and roadmap to creation of the Goods and Services Tax Network.

2.2. The Empowered Committee of State Finance Ministers (EC) in concurrence with the
Government of India approved the creation of a Special Purpose Vehicle to be called the GSTN-SPV
based on the recommendation of the EG. The Cabinet, in its meeting held on 12™ April, 2012, also
approved the setting up of the GSTN-SPV.

2.3. The Goods and Services Tax Network - Special Purpose Vehicle (GSTN-SPV) was created as
a private limited, not-for-profit company under Section 25 of the Companies Act, 1956 (Section 8 of the
Companies Act, 2013) by Govt. of India on 28th March, 2013 with an objective to provide shared IT
infrastructure and services to Centre and States Governments, tax payers and other stakeholders for
implementation of Goods and Services Tax (GST) in the country.

3. Equity in GSTN:

3.1. It was appreciated by the Central Government as well as the EC that the IT infrastructure of
GST system would be fairly complex and would be serving Central Government and all State
Governments. The Common Portal, as envisaged by the EG would be a one-stop point of contact
between the tax payer and multiple tax administrations.

Accordingly, Committee on Non Plan Expenditure (CNE) Note circulated in February, 2012, the GSTN-
SPV should be incorporated as a Non-Government company in which the Central Government and State
Government should hold 24.5% equity respectively. NSDL should hold 21% equity and other private
institutions should hold not more than 10% equity from the remaining 30% equity. The GSTN-SPV
should have an equity share capital base of Rs. 10 crores.

3.2. At present, the authorized share capital of the Company is Rs. 10 crores only divided into one
crore equity shares of Rs. 10 each and the shareholding position of the GSTN is as under:

S1. Name of the entities % of total
No. shares
1. Group A — Central Government 24.5%
2. Group B — State Governments and EC* collectively 24.5%
Group C — Non-governmental Institutions collectively
LIC Housing Finance Ltd 11% 51%
3. Housing Dev. Finance Corporation Ltd 10%
HDFC Bank Ltd. 10%
ICICI Bank Ltd. 10%
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| NSE Strategic Investment Co. Ltd. | 10% |

* It has been decided in the 25" GST Council meeting held on 18" January, 2018 that the equity
shares of Empowered Committee of State Finance Ministers (80,000 shares) shall be transferred
to Govt. of Telangana.

The current equity holding in the GSTN SPV is as per Annexure - 1.

4. Financial Model of GSTN:

4.1. Empowered Committee and the Central Government examined various financial models for
implementation of project including recovering the project cost from tax payers. However, it was finally
decided that the total cost of project shall be equally borne by Centre and States on a pay-as-you-go
basis. Accordingly, Centre and States will be paying GSTN over a period of time the expenditure
incurred by GSTN on development and upkeep of the IT infrastructure required for GST.

4.2. Provision of non-recurring grant-in- aid towards expenditure for the initial setting up and
functioning of the SPV for a three-year period after incorporation was made by Govt. of India.

4.3. Central Government has released grants-in-aid of Rs. 153.04 crore to GSTN, which is shown in
the table below.

(Amount in Rs. Crore)

Grants-in-aid

Financial Year

released

2012-13 1.00

2013-14 2.78

2014-15 19.26

2015-16 130.00*

TOTAL 153.04

* Including Rs. 9.07 crore surrendered/ refunded by the GSTN.

5. Strategic Control over GSTN:
5.1. In view of the sensitivity of the role of GSTN and the information that would be available with

it, the EC also considered the issue of strategic control of Government over GSTN. Accordingly, the
strategic control over GSTN has been put in place through various means as follows:

(a) Strategic control through Board of Directors (BOD): The Articles of Association (AoA) of
GSTN provide that matters of strategic importance will be decided by the Board and that the
Chairman will have casting/second vote where Directors are equally divided over any issue in
BOD meeting. Out of total 14 Directors allowed in GSTN at a time under the AoA, seven (7)
(including the Chairman) are nominees of Central & State Governments. The remaining seven (7)
Directors are nominated as under:

(i) Private shareholders having 51% equity can nominate only 3 Directors.

(i) The person who holds the position of Chief Executive Officer (CEO) of the Company shall
be one of the Director.

(iii)) The above Directors (in Article 42-44) may, by majority, nominate up to three (3) persons
of eminence having technical, legal, accountancy or any other professional qualification as
Directors.
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(b)

()

(d)

(e)

®

The Board has two Directors from State Governments to be decided on rotation basis by the GST
Council. The Board also has Additional Secretary, Department of Revenue and the Special
Secretary of the GST Council as its Directors. In addition, the Financial Advisor, of the Ministry
of Finance is also a Director on the Board. The current composition of the Board is as follows:

L Dr Ajay Bhushan Pandey, Chairman
1L Shri Prakash Kumar, CEO GSTN
III.  Shri G. C. Murmu, Addl Secretary (Revenue), Department of Revenue, Ministry of
Finance,
IV. Shri Arun Goyal, Special Secretary, GST Council,
V. Shri S K Panda, Special Secretary & Member (IT), CBEC,
VL Smt. Meera Swarup, JS & FA, Department of Revenue, Ministry of Finance,
VIL Shri Arvin Aggarwal, Additional Chief Secretary, Finance Department, Govt. of Gujarat,
(Appointment approved but not yet inducted)
VIIL Shri M. Nagaraju, Principal Secretary, Government of Tripura. (Appointment approved
but not yet inducted)
IX. Shri Nitin K. Jage, General Manager (Taxation) & Company Secretary, LIC Housing
Finance Ltd.
X. Shri Bhavesh C. Zaveri, Country Head, Wholesale Banking Operations & Cash
Management Products, HDFC Bank Ltd,
XI. Shri Ajay Kumar Gupta, Senior General Manger, ICICI Bank Ltd.,
XIIL Shri R. Chandrashekhar, President, NASSCOM
XIIL Shri Anand Sinha, Retired Deputy Governor, RBI

Strategic Control through Special Resolution: The AoA of GSTN provide that certain matters
of strategic importance shall be decided only through Special Resolution, i.e. three fourth (3/4) of
the shareholders voting on the resolution shall vote in favour of such matters. Government’s 49%
shareholding will ensure that it retains effective control over such matters.

Appointment of Chairman: The Chairman of the Company will be nominated through a joint
approval mechanism of Central and State Governments. This ensures that the overall supervision
of the Company is through a person appointed with consensus between Centre and States.

Overall control and supervision of GST Council: With respect to its functioning and
deliverables, the GSTN works as per the overall direction of the GST Council. The Council
closely reviews the working of the GSTN on a regular basis to ensure that the tax payers’ interests
are properly taken care of.

Group of Ministers on IT: The GST Council noted that IT issues are the most critical with
respect to smooth functioning of GST. The GST Council has constituted a Group of Ministers
(GoM) on IT to regularly review the functioning of GSTN and the GST common portal. The GoM
is chaired by the Deputy Chief Minister of Bihar, Shri Sushil Modi.

Audit by Comptroller and Auditor General of India: It has been unambiguously held that
GSTN is a deemed Government Company and it is subject to CAG Audit. CAG is mandated to
conduct audit of GSTN not only on the basis of the provisions of the Counter Guarantee-cum
Guarantee Fee Agreement but on the basis of provisions contained in Section 19 of the CAG’s
Duties, Powers and Conditions of Services Act, 1971 (DPC Act) read with sub-sections (5) and
(7) of the Companies Act, 2013.
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Accordingly, the C&AG has already conducted the expenditure audit of GSTN for FY 2013-14,
2014-15 and 2015-16.

(g) Applicability of General Financial Rules to GSTN: Since GSTN is substantially funded by the
Government, applicability of the provisions of General Financial Rules, 2017 (GFR) of
Government of India were examined and along with the issue of audit by CAG. Government of
India substituted the clauses 2.8 and 2.9 of the Counter Guarantee cum Guarantee Fee Agreement
signed between Gol and GSTN as under:

Clause 2.8 “That GSTN shall conduct business as per Financial Rules approved by the
Government of India.”
Clause 2.9 “That GSTN shall be subject to audit by Office of the Comptroller & Auditor

General of India.”

Based on this stand taken by the Government, GSTN has been asked to frame and adopt Procurement
Rules after taking approval of the Government. Although these rules are still in draft stage, they are on
the same lines as those applicable to public sector procurements.

6. Personnel Policy:

6.1. GSTN enjoys a flexible personnel policy. The staff of GSTN has been either hired from the
market or has been taken on deputation from Central/State Governments. GSTN has a sanctioned
strength of 99 out of which 23 are supposed to be on deputation, 69 are expected to be taken from the
market and 7 can be taken from either source.

6.2. The establishment expenditure of GSTN over last three years is as per the following table:

(Amount in Rs. Crore)
Year Expenditure

2015-16 7.85
2016-17 12.79
2017-18 16.87

6.3. While GSTN does not handle any development work, they handle a good amount of technical
work in form of project conceptualization, creation of RFP and selection of vendor, defining and
designing technology architecture and ensuring adherence to the same, stakeholders’ consultation on
user requirements, finalization of Business Requirement Document (BRD), development of SRS and its
finalization based on BRD, evaluation of delivery of use cases and User Acceptance Test (UAT),
ensuring integrated rollout and handling all stakeholder facing rollout issues, managing post production
support by MSPs (Managed Service Provider),management of SLAs and payment to the vendors,
defining Change Requests (CRs) based on changes in law/rules/procedures and getting the same
implemented, evaluation of CRs and its costing.

6.4. GSTN heavily depends on market for its talent which is evident from the nature of its work.
Since the IT sector requires relatively higher level of salaries to attract and retain qualified and

experienced personnel, GSTN has adopted a market-led pay structure and also enjoys a flexible policy
that allows it to ensure high quality of personnel.
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7. Need for Change in the ownership structure of GSTN:

7.1. It is clear that even in the current ownership structure with 49% Government equity, shared
equally amongst Central Government and all State Governments put together and 51% of the equity
held by five non-Government companies, GSTN is under strategic control of government. However,
majority of the GST processes including registration, filing of returns payment of taxes, processing of
refunds is IT driven. GSTN is handling large scale invoice level data of lakhs of business entities
including data relating to exports and imports. Considering the nature of ‘state’ function performed by
GSTN, it will be appropriate that GSTN is converted into a fully owned government Company.

8. Existing Articles of Association of GSTN and amendment thereof:
8.1. Existing Article 6 of the Article of Association of GSTN reads as follows:
“The authorized share capital of the Company shall be Rs.10,00,00,000/- (Rs. Ten (10) Crores only)
divided into 1,00,00,000 (One Crore) equity shares of Rs.10/- (Rs. Ten only) each which can be

increased or reduced subject to the provisions of the Act.

The paid-up share capital of the Company shall at all times be owned and maintained in the proportion
mentioned in Table below:

SI. Name of the entities Pe.rcentage.of
No. paid up capital
1. Group A — Central Government 24.5%

2. Group B — State Governments and the EC collectively 24.5%

3. Group C — Non-Government Institution collectively 51%

The percentage of holdings mentioned against each Group in Table above shall not exceed the specific
percentage against their respective Group.

In group C in table above, no individual non -Government Institution shall hold more than10% equity
in the company except that one Non-Government Institution may hold a maximum of 21% equity in the
Company.”

8.2. Section 14 of the Companies Act 2013, provides that Articles of Association can be altered by
a special resolution. Further, Section 8(4) (i) provides that Company with charitable objects (Non- Profit
Company) shall not alter the provisions of its memorandum or articles except with the previous approval
of the Central Government. Thus, the Articles of Association can be amended with the approval of the
Central Government after a special resolution by the shareholders.

9. Impact of change in the ownership structure of GSTN:

9.1. It is clear that even in the current structure, as far as strategic control, rules for financial
transactions and audit by CAG is concerned, there will be no major impact if the ownership structure of
GSTN is changed and complete ownership is taken over by the Government. Central and State
Governments will have to acquire 51% shares held by Group C shareholders that would have an
implication of Rs. 5.1 crore at par value of the equity, half for Central Government and half for all States
combined. The private shareholders of GSTN have been consulted informally and they have given their
informal No Objection to this arrangement. The restructured GSTN with 100% government ownership
shall have equity structure between the Centre (50%) and the States (50%) as per attached Annexure -
2.
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9.2. However, the main impact will be in terms of the personnel policy being adopted by GSTN.
Since GSTN will have to hire highly qualified technical manpower at market rates, they will have to
hire them as consultants after following the procedure laid down for such procurements. This may also
have an impact on the existing staff as they may not be able to continue as regular employees of GSTN
at their current level of salaries and their services. Therefore, the employees (except those on deputation)
will have to be allowed to work on contract on the same terms and conditions till the rules relating to
recruitment and service conditions etc are formulated and approved by the competent authority. Since
equity of GSTN will be held by the Central and State Governments in equal proportion, it may not be
possible to subject GSTN to rules of usual service condition, remuneration, compensation etc., of either
Central Government or a State Government. Therefore, the terms and conditions of contract,
employments etc., will be required to be determined by GSTN subject to general guidance provided by
GST Council from time to time.

10. Proposal:
It is therefore submitted to the Council for in principle consideration of the following;

1. Acquisition of entire 51% of equity held by the Non-Governmental Institutions in GSTN equally
by the Centre and the States governments and allow GSTN Board to initiate process for
acquisition of equity held by the private Companies.

2. Allow GSTN change the composition of the Board by inducting four Directors each from the
Centre and the States and three other independent directors to be nominated by the Board of
Directors and one Chairman and the CEO. Thus the total number of Directors would be 13.

3. Review Article of Association and Bye laws of GSTN by GSTN Board and incorporate suitable
changes as per the provisions of the Companies Act, 2013. Restructured GSTN will take over
the assets and liabilities of the Company and inform lenders accordingly.

4. Since the current staff are hired on market driven salaries as regular employees of GSTN, their
continuation at the current terms and conditions may not be possible after change in the
ownership structure of GSTN. Therefore, for ensuring continuity of operation without any
disruption, existing regular employees may be allowed to be continued for a period up to 5 years
on contract basis on the same terms and conditions on which they were appointed. During this
period of five years, GSTN shall also be given the flexibility of hiring people through contract
on the terms and conditions similar to those used by GSTN earlier while hiring regular
employees. The existing employees on deputation may be continued on the same terms and
conditions till the completion of their tenure. Also, for the next five years, new employees on
deputation will be continued to be hired on the terms and conditions similar to those earlier used
by GSTN.

5. Flexible hiring and appropriate remuneration policy may be evolved by GSTN considering
criticality of the I'T manpower, prevailing market compensation etc and placed before the GST
Council for its approval in due course.

6. Allow continuation of existing mechanism of payment of the operating charges to GSTN
through user charges of restructured GSTN by CBIC and the States.
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Annexure - 1
Goods and Services Tax Network
List of shareholders as on 31% January, 2016

Sl . Ledger Folio No. of shares Paid-u
No Name of Subscribers N;glmber allotted Capitall)
1 2 3 4 5
1 Shri Kaushal Srivastava (on behalf E-001 24,50,000 2,45,00,000
of President of India)
2 Shri Satish Chandra ( On behalf of E-002 80,000 8,00,000
EC)*
3 LIC Housing Finance Ltd. E-003 11,00,000 1,10,00,000
4 Housing Development Finance E-004 10,00,000 1,00,00,000
Coporation Ltd.
5 HDFC Bank Ltd. E-005 10,00,000 1,00,00,000
6 ICICI Bank Ltd. E-006 10,00,000 1,00,00,000
7 NSE Strategic Investment E-007 10,00,000 1,00,00,000
Corporation Ltd.
8 Govt. of Punjab E-008 79,000 7,90,000
9 Govt. of Gujarat E-009 79,000 7,90,000
10 | Govt. of Odisha E-010 79,000 7,90,000
11 | Govt. of Tamil Nadu E-011 79,000 7,90,000
12 | Govt. of Jammu & Kashmir E-012 79,000 7,90,000
13 | Govt. of Maharashtra E-013 79,000 7,90,000
14 | Govt. of Rajasthan E-014 79,000 7,90,000
15 | Govt. of Sikkim E-015 79,000 7,90,000
16 | Govt. of Karnataka E-016 79,000 7,90,000
17 | Govt. of Andhra Pradesh E-017 79,000 7,90,000
18 | Govt. of Meghalaya E-018 79,000 7,90,000
19 | Govt. of Bihar E-019 79,000 7,90,000
20 | Govt. of Nagaland E-020 79,000 7,90,000
21 Govt. of Himachal Pradesh E-021 79,000 7,90,000
22 | Union Territory of Puducherry E-022 79,000 7,90,000
23 | Govt. of Mizoram E-023 79,000 7,90,000
24 | Govt. of Uttarakhand E-024 79,000 7,90,000
25 | Govt. of Haryana E-025 79,000 7,90,000
26 | Govt. of Assam E-026 79,000 7,90,000
27 | Govt. of Goa E-027 79,000 7,90,000
28 | Govt. of Kerala E-028 79,000 7,90,000
29 | Govt. of Manipur E-029 79,000 7,90,000
30 | Govt. of Tripura E-030 79,000 7,90,000
31 Govt. of West Bengal E-031 79,000 7,90,000
32 | Govt. of Delhi E-032 79,000 7,90,000
33 | Govt. of Jharkhand E-033 79,000 7,90,000
34 | Govt. of Uttar Pradesh E-034 79,000 7,90,000
35 | Govt. of Chhattisgarh E-035 79,000 7,90,000
36 | Govt. of Madhya Pradesh E-036 79,000 7,90,000
37 | Govt. of Arunachal Pradesh E-037 79,000 7,90,000

* It has been decided in the 25" GST Council meeting held on 18" January, 2018 that the equity
shares of Empowered Committee of State Finance Ministers (80,000 shares) shall be transferred
to Govt. of Telangana.
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Goods and Services Tax Network
Proposed New Shareholding Structure

Annexure - 2

1§Il(; Name of Subscribers Lelgﬁf;‘li Tm Noéll(;t(')tstl‘ljlres Paid-up Capital
1 2 3 4 5
1 Member (System),CBIC (on behalf of E-001 5000000 50,000,000
President of India)
2 Govt. of Punjab E-008 161290 1612900
3 Govt. of Gujarat E-009 161290 1612900
4 Govt. of Odisha E-010 161290 1612900
5 Govt. of Tamil Nadu E-011 161290 1612900
6 Govt. of Jammu & Kashmir E-012 161290 1612900
7 Govt. of Maharashtra E-013 161300* 1613000
8 Govt. of Rajasthan E-014 161290 1612900
9 Govt. of Sikkim E-015 161290 1612900
10 | Govt. of Karnataka E-016 161290 1612900
11 | Govt. of Andhra Pradesh E-017 161290 1612900
12 | Govt. of Meghalaya E-018 161290 1612900
13 | Govt. of Bihar E-019 161290 1612900
14 | Govt. of Nagaland E-020 161290 1612900
15 | Govt. of Himachal Pradesh E-021 161290 1612900
16 | Union Territory of Puducherry E-022 161290 1612900
17 | Govt. of Mizoram E-023 161290 1612900
18 | Govt. of Uttarakhand E-024 161290 1612900
19 | Govt. of Haryana E-025 161290 1612900
20 | Govt. of Assam E-026 161290 1612900
21 | Govt. of Goa E-027 161290 1612900
22 | Govt. of Kerala E-028 161290 1612900
23 | Govt. of Manipur E-029 161290 1612900
24 | Govt. of Tripura E-030 161290 1612900
25 | Govt. of West Bengal E-031 161290 1612900
26 | Govt. of Delhi E-032 161290 1612900
27 | Govt. of Jharkhand E-033 161290 1612900
28 | Govt. of Uttar Pradesh E-034 161290 1612900
29 | Govt. of Chhattisgarh E-035 161290 1612900
30 | Govt. of Madhya Pradesh E-036 161290 1612900
31 | Govt. of Arunachal Pradesh E-037 161290 1612900
32 | Govt. of Telangana 161290 1612900
Total 10000000 100000000

* The State of Maharashtra has been given additionally 10 shares extra.
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Agenda Item 7: Incentivising Digital Payments in GST regime (carry forward item from the
25th Council Meeting)

To incentivise digital transaction, it is proposed to provide a concession of 2% in GST rate on
B2C supplies, for which payment is made through digital mode [1% each from applicable CGST and
SGST rates, if the applicable GST rate is 3% or more] subject to a ceiling of Rs. 100 per transaction.
This effectively means that applied rate of GST for such transactions will be 2% lower than the otherwise
applicable GST rate, though subject to a ceiling of Rs. 100 per transaction for such incentive. This
scheme, however, would not be available to registered persons paying tax under the composition
scheme.

2. With this incentive, consumer will be offered two prices; one with normal GST rates for
purchases made through cash payment and the other with 2% lower GST rate for digital payments. As
a result, the consumer will see visible benefits of making payments [for supplies received by him]
through digital mode, in terms of reduction in tax amount payable.

3. For example, if the GST rate applicable to supply a particular goods/service is 18%, then B2C
supply of such goods, where payment made through digital mode will be 16%, subject to a maximum
GST concession of Rs. 100 per transactions.

INMustration:

Value of goods/service= Rs 5000
Tax payable if payment made in cash = Rs 900 [18% of Rs. 5000]
Tax payable if payment made digitally = Rs 800 [16% of Rs. 5000]
Upfront tax incentive to the customer = Rs 100.

Estimated revenue implication [based on information provided by MeitY]

4, In 2016-17, the number of digital transactions was 1076 crore. Average value per transaction
(based on debit and credit card transaction) was Rs 1833. Out of this, transactions below Rs 1000 were
16%, between Rs 1000 and Rs 2000 were 14%, and above Rs 2000 were 70%.

4.1. In 2017-18, the estimated number of digital transaction for the financial year is 1800 crore. Till
October 2017 this number was 1000 crore.

4.2. Based on these numbers (taking annual number of digital transaction as 1800 crore), the revenue
implication of the proposal is estimated to be as follows:

Tax relief (2%)
Taking Average size (Rs) 1500 1800
% of transaction getting
benefit Tax Implication (Rs Crore)
20% 10800 12960
30% 16200 19440
40% 21600 25920
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5. The loss in tax revenue may however be recovered to certain extent through better compliance.
It would further encourage digital payment and consumer would seek these services from merchants.

6. This proposal was discussed by the Fitment Committee on 30 October, 2017, but the Committee
could not arrive at consensus on the issue.

7. It is proposed that the Council may accord in principle approval to this proposal. Further the
GIC may be authorised to approve the changes in the CGST/SGST/UTGST Rules, as recommended by
the Law Committee, in order to implement this proposal.

sksksk
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ADDENDUM TO AGENDA NOTE

Briefly stated, with an objective to incentivise digital transactions, an Agenda Note was circulated
for consideration by the GST Council in its 23" Meeting (held on 10.11.2017). The said Agenda Note
proposed for providing a concession of 2% in GST rate (where the GST rate was 3% or more) on B2C
supplies, for which payment is made through digital mode (1% each from applicable CGST and SGST
rates, if the applicable GST rate is 3% or more) subject to a ceiling of Rs. 100 per transaction, interalia,
on the following grounds:

(a) With this incentive, consumer will be offered two prices; one with normal GST rates for
purchases made through cash payment and the other with 2% lower GST rate for digital
payments.

(b) The consumer will see visible benefits of making payments (for supplies received by him)
through digital mode, in terms of reduction in tax amount payable.

The said Agenda Note also stated that this concession would not be available to supplies made by
registered persons paying tax under the Composition Scheme.

2. The Agenda Note sought in principle approval of the Council for the above proposal, along with
authorisation to the GST Implementation Committee (GIC) to approve changes in the
CGST/SGST/UTGST Rules necessary for implementing this proposal.

3. Taking the annual number of digital transaction as 1800 crore (which included all modes of
digital transactions), the revenue implication of the proposal was estimated as under:
Tax relief (2%)
Taking average transaction size (Rs) 1500 1800
% of transaction getting benefit Tax Implication (Rs Crore)
20% 10800 12960
30% 16200 19440
40% 21600 25920
4. However, due to paucity of time the said Agenda Note was not discussed by the GST Council

in its 23" meeting (held on 10.11.2017) and in 25™ meeting (held on 18.01.2018).

5. As mentioned above, concession of 2% in GST rate on B2C supplies, apart from providing
visible upfront benefits of making digital payments and thereby incentivising digital payment, will also
result in-

a) better compliance;

b) gradual formalisation of economy; and

¢) reduction in cash transaction vis-a-vis GDP

6. Meanwhile, the full year granular data, mode wise, on digital payments for 2017-18 was
obtained from MeitY and the details are as under:

S. Modes Volume (17-18) | Value (17-18)
No. [in Cr] [In Lakh Cr]
1 |NACH (National Automated Clearing House) 237 9.7
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2 [IMPS (Immediate Payment Service) 101 8.9

3 |UPI + BHIM+USSD [Unified Payments Interface, 92 1.1
Bharat Interface for Money, Unstructured Supplementary
Service Data)

4 |RuPay (POS) 46 0.5

5 |RuPay (eCom) 20 0.2

6 |AEPS Total (Aadhaar Enabled Payment System) 98 0.3

7 [BBPS (Bharat Bill Payment System) 3 0.0

8 |NETC (National Electronic Toll Collection) 13 0.0
Sub Total ( Source : NPCI) 610 20.7

9 [Debit Card ( excluding RuPay) 262 3.9

10 [Credit Card 138 4.5

11 NEFT 189 175.1

12 M-Wallet 301 1.1

13 RTGS 12 1500.9

14 |PPC 44 0.3
Sub Total ( RBI) 946 1686

15 |Closed Loop 111 0.02

16 |Internet Banking 143 99.3

17 |Mobile Banking 62 2.7

18 |Others 120 21.5
Sub Total ( BANK) 325 123.5
Total 1992 1830

Source: MeitY
7. Payment modes namely, RTGS, NEFT, IMPS (Immediate Payment Service), NACH (National

Automated Clearing House), NETC (National Electronic Toll Collection) and Closed Loop may not in
general be used for procuring goods and services. While, the remaining modes, namely,
UPI/BHIM/USSD, RuPay, AEPS, BBPS, Debit Card, Credit Card, m-wallet, PPC, internet banking,
mobile banking and other banking modes are generally used for procuring taxable goods and services.
The volume and value of transactions for these modes and average size of transactions is as below:

Without internet banking | With internet banking and
and other transactions [S. | other transactions [S. No. 18
No. 18 of the Table above] | of the Table above]
Total no of transactions 1066 crore 1329 crore
Value of transactions (Rs.) 14.6 lakh crore 135.4 lakh crore
Average size of transaction (Rs.) 1400 10158
8. Based on above numbers, the revenue implication of the proposal [taking the average size of
the transaction as Rs. 900, Rs, 1200 and Rs. 1400] is re-estimated as under:
Tax relief (2%)
Taking Average size on which concession is 900 1200 1400
allowed (Rs)

A. Without internet banking and other transactions
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[No. of transactions being 1066 crore]

% of transaction getting benefit Tax Implication (Rs Crore)
20% 3838 5117 5970
30% 5756 7675 8954
40% 7675 10,234 11,939

B. With internet banking and other transactions
[No. of transactions being 1329 crore]

% of transaction getting benefit Tax Implication (Rs Crore)
20% 4784 6379 7442
30% 7177 9569 11,164
40% 9569 12,758 14,885

*Formula for revenue implication = No. of transactions X % of transaction getting benefit X Ticket Size
X 2/ 100

However, the above revenue implication may vary, as the RTGS, NEFT, IMPS and NACH modes of
digital payments may occasionally, be used for payment for procuring taxable goods and services.

9. In the above background, the Council may consider providing a concession of 2% in GST rate
[where the GST rate was 3% or more] on B2C supplies, for which payment is made through digital
mode [1% each from applicable CGST and SGST rates, if the applicable GST rate is 3% or more] subject
to a ceiling of Rs. 100 per transaction. This concession would, however, not be available to supplies
made by registered persons paying tax under the Composition Scheme.

10. The exact modalities for providing the concession of 2% in GST would be finalized along with
the new GST return. The proposed concession in GST will be made effective from when the new GST
return will be introduced.
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Agenda Item 8: Imposition of Cess on Sugar under GST and reduction of GST rate on Ethanol

The Department of Food and Public Distribution, Ministry of Consumer Affairs, Food & Public
Distribution has recommended levy of a cess over and above 5% GST on sugar to create and maintain
a separate fund for the purpose of Government intervention in the interest of farmers and consumers.

2.1 Prior to introduction of GST, a cess was levied and collected under the Sugar Cess Act, 1982,
as duty of excise, for the purpose of the Sugar Development Fund (SDF). Applicable rates of the cess
and revenue collection therefrom, during last five financial years, were as under:

Financial Year Sugar Cess

Rate/quintal Amount (Rs Crore)
2013-14 24 565
2014-15 24 565
2015-16 24/124! 1008
2016-17 124 2881

2.2 The Sugar Development Fund Act, 1982 provided it shall be applied for:
a) making loans for:
(1) facilitating the rehabilitation and modernization of any sugar factory and
development of sugarcane in its area;
(ii)  bagasse co-generation power projects;
(iii))  for production of ethanol
b) making grants for the purpose of research aimed at development of sugar industry;
c) defraying expenditure for the purposes of building up buffer stock of sugar with a view of
stabilising price of sugar;
d) defraying expenditure to a sugar factory on internal transport and freight charges on export
shipment of sugar with a view to promoting its export;
e) defraying expenditure for the purpose of financial assistance to sugar factories towards interest
on loans in terms of any scheme approved by the Government;
f) defraying any other expenditure for the purpose of the Act.

2.3 Through Taxation Laws Amendment Act, 2017 various cesses including sugar cess [being a
duty of excise on manufacture, which is subsumed in GST] were abolished with effect from 1% July
2017.

2.4 Thus, at present no separate fund is available which can be utilised for effecting interventions
for the welfare of the sector in general and farmers in particular.

3.1 Nature of Sugar Industry in India: It is estimated that sugar industry affects rural livelihood
of about 50 million sugarcane farmers and around 5 lakh workers employed directly in sugar mills. It
also provides additional indirect employment in various ancillary activities relating to transport, trade
servicing of machinery and supply of agriculture inputs.

I'Rate of cess increased from Rs. 24 per quintal to Rs. 124 per quintal, with effect from 1 February,
2016
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3.2 India is the second largest producer of sugar in the world, after Brazil. Further, India is also the
largest consumer of sugar. The present annual turnover of the Indian sugar industry is about Rs.80,000
crores. As on 31.07.2017, there are 732 installed sugar factories in the country, with production capacity
of about 339 lakh MT of sugar. The capacity is roughly distributed equally between private sector units
and cooperative sector units.

33 The Sugar industry has the following peculiar characteristics:

a) The price of their main raw material, that is, sugarcane is fixed by the Centre/State, while
the price of their final product, that is, sugar is market determined dependent on domestic
and international demand and supply situation;

b) The industry has cyclic nature, with extreme shortage of sugarcane/sugar and extreme over
supply sugarcane/sugar year after year.

34 The Centre fixes Fair and Remunerative Price (FRP) on Sugarcane at which sugarcane is to be
purchased by sugar mills farmers. FRP is decided on the recommendations of the Commission for
Agricultural Costs and Prices (CACP), and after consulting the State Governments and associations of
sugar industry. It assures margins to farmers, irrespective of the fact whether sugar mills generate profit
or not and is not dependent on the performance of any individual sugar mill.

3.5 Besides the FRP, the States of Punjab, Haryana, Uttarakhand, Uttar Pradesh and Tamil Nadu
have been announcing State Advised Price (SAP) of sugarcane, which is generally higher than the FRP.
FRP and SAP for sugarcane for the last five sugar seasons were as under:

2013-14 | 2014-15 | 2015-16 | 2016-17 | 2017-18
[Rs. Per Quintal]
FRP 210 220 230 230 255
SAP
Uttar Pradesh 280 280 280 305 315
Mabharashtra - - - 237.5 -
Punjab 285 285 285 290 300
Haryana 295 305 305 315 325
AP 260 - 236-240 - -
Karnataka 250 250 230-262.5 230-305 -
Tamil Nadu 265 265 285 275 285
Uttrakhand 285 280 280 307 316
Source: DoFPD and agricorp.gov.in
3.6 Production and the general prevailing prices of sugar (at factory), and retail price of sugar over
the years has been as follows:
Sugar Season Production of sugar | Range of Ex- Mill Prices Range of Retail
(in lakh MTs) ( Rs./ quintal) Prices (Rs./Kg)
2013-14 246 2420-3300 31.00-36.00
2014-15 285 2050-2860 29.35-35.87
2015-16 251 2350-3500 30.55-41.00
2016-17 202 3394-3712 40.76-43.48
2017-18 305 3570-2800 43.00-42.00
*Source: DoFPD
3.7 As on 31% January, 2018, canes dues owed by sugar mills to farmers were about Rs 19000 crore,

as against Rs 9,500 crore a year earlier, largely on account of oversupply and consequential subdued
factory gate sugar prices.

3.8 Ethanol is made from molasses, a byproduct emerging during the process of manufacture of
sugar. It is used for three purposes, namely, for manufacturing alcoholic liquor for human consumption,
as input for manufacture of chemicals and in other industry and for blending with petrol. It is a renewable
and clean fuel. At present ethanol attracts GST @ 18%. However, the other bio-fuel, namely bio-diesel,
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attracts 12% GST. That being so, there may be a case for reducing GST rate on ethanol so as to bring it
at par with that on bio-diesel. Such reduction will also improve liquidity with the sugar mills, and in
turn help them clear sugarcane arrears.

4.1 In the above background, the following proposals are placed before the Council:

a) Imposition of cess at a rate not exceeding Rs. 3 per Kg. on supply of sugar [over and above 5%
GST], collections from which will be utilised for interventions for the welfare of the sector in
general and farmers in particular, keeping in view of the extreme cyclic nature of industry; and

b) Reduction in GST rate on ethanol from present 18% to 12%.

4.2 Estimated revenue collection from proposed cess will be about Rs. 6700 Crore in a year (at Rs.
3 per Kg.), which will be used to create a fund, which will enable the Central Government for making
prompt interventions to protect the interests of farmers, in view of the extreme cyclic nature of industry.
To avoid complexities of multi stage cess, the proposed cess could be a single point cess, imposed only
on supply of sugar from sugar mills. This cess will apply on imports of sugar also. However, all other
domestic supplies of sugar, beyond the factory gate, will be exempt from the proposed cess.

4.3 Estimated revenue loss, on account of reduction in GST rate from 18% to 12% on ethanol, will
be about Rs. 350 Crore in a year.

5. In view of the above, the Council may consider:

a) Imposition of cess at a rate not exceeding Rs. 3 per Kg. on supply of sugar [over and above 5%
GST], collections from which will be utilised for interventions for the welfare of the sector in
general and farmers in particular, keeping in view of the extreme cyclic nature of industry. The
Council may also authorise the Central Government to fix effective rate of cess within the
proposed limit. Further, to avoid complexities of multi stage cess, the proposed cess could be a
single point cess, imposed only on supply of sugar from sugar mills. This cess will apply on
imports of sugar also. However, all other domestic supplies of sugar, beyond the factory gate,
will be exempt from the proposed cess.

b) Reduction of GST rate on ethanol from present 18% to 12%.
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Agenda Item 9: New System of Returns Filing

Background: The return design committee had made presentation from time to time on its
return design before the GOM. An alternative design was presented by the IT team on return design.
The two designs were similar in many respect but on the issue of provisional credit and on the issue of
reversal of input tax credit on default in payment of tax by the seller there were differences in the two
models. Both designs were presented before the GST Council in its 26™ meeting wherein it authorized
the GOM on IT under chairmanship of Shri Sushil Kumar Modi to consider both the models and come
up with one model for approval before the GST Council. Further consultations were held with trade on
24™ of April, 2018 on the two models and also principles for a possible fusion model was presented to
the trade. The GOM after taking due inputs from the trade and due deliberations directed that the
principles of fusion model be presented before GST Council and approval for the same taken.

2. Proposal: The key attributes of the fusion model of the return are listed in paragraph 3 which
may kindly be approved by the GST Council where after it would be forwarded to the Law Committee.
Further detailing including designing of the return form and drafting of the law based on these approved
principles would be carried out by the Law Committee.

3. Key features for design of new return shall be as follows -

3.1. Monthly Return: All taxpayers excluding a few exceptions like composition dealer shall file
one monthly return. Return filing dates shall be staggered based on the turnover of the registered person.
It is proposed that invoices for supply in a month be uploaded by 10™ of the next month and large
taxpayers may be directed to file return by 20™ of the next month whereas the smaller taxpayers shall be
given option to file return by 25™ of the next month. Taxpayers who have no output tax liability and no
input tax credit in any quarter of the financial year shall be given facility to file one NIL return for the
entire quarter.

3.2 Unidirectional Flow of document: For availing credit an invoice uploaded by the seller shall
be the valid document. There shall be no to and fro movement of invoice data and stepwise collation of
data like in GSTR-1-> GSTR-2A-> GSTR-2-> GSTR-1A->GSTR-3 process.

3.3 Continuous upload and viewing of invoices: Supplier shall be allowed to upload the invoices
continuously anytime during the month and the recipient of the supply would also be able to
continuously see the uploaded invoice.

34 Transition: There will be a three stage transition period in the process of the new return design
getting fully implemented. In stage one, the present system of filing of return GSTR 3B and GSTR 1
shall continue. As GSTR 2 and GSTR 3 are suspended, appropriate mechanism to close the assessment
cycle would be worked out for this stage. In stage two, GSTR 3B would continue and new return design
would also come into operation. Provisional credit would continue to be available during this stage
through GSTR 3B. GSTR 1 would stand withdrawn in the second stage. Information in relation to credit
on missing invoice and rejected invoice may be collected during this stage and an option created in law
to impose a fees on availing provisional input tax credit on missing invoices. This option would be
exercised, if the provisional credit does not come down over a period of time which is necessary for
completing the transition. In stage three, GSTR 3B would be withdrawn and also the facility for
provisional credit would get withdrawn. The only return in operation thereafter would be the new return
thus completing the transition. It is expected that stage two would not last for a period longer than six
months. The details of the transition on above lines would be worked out in consultation with IT team
and law committee.
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3.5. No provisional credit after the transition period: It may be noted that there shall be no
concept of provisional credit after the transition period is over and new return design gets fully
operational. Input tax credit would be available only on the seller uploaded invoices.

3.6. No system based credit matching: There shall be no system based matching of input tax credit
meaning that there shall be any need to upload both sales and purchase invoice by every dealer which is
matched at the backend by the IT system. Acceptance of B2B invoice by the buyer on being uploaded
by the seller shall form key feature ensuring that credit flow is based on invoices which represent agreed
supply between the buyer and supplier. To simplify acceptance of invoices by the buyer, concept of
deemed acceptance may also be introduced in the design.

3.7. Simplicity of Return design: Summary of outwards supplies and inward supplies akin to GSTR
3B shall constitute the main return. Annexure of invoices for outward supplies and inward supplies
attracting reverse charge shall get populated/validated in the return. Taxpayer shall be given simple
interface to upload the invoices. On filling the additional information required, if any, the return shall
get generated on the IT system or on an offline tool to be provided.

3.8. Partial payment of tax: Partial payment of tax shall be allowed for B2C transaction but not for
B2B transaction. In case no return is filed after uploading of the invoices by the seller, the uploaded
invoices shall be treated as self admitted liability and recovery made without going through the process
of detailed adjudication. As the decision on partial payment shall have implication on both IT design
and law, final decision would be taken after due consultation with the IT team and law committee during
the detailing exercise on the return.

3.9. HSN: B2B invoice shall be uniformly generated at the line item level with atleast four digit of
HSN declared for the same. This shall apply to all the taxpayers making B2B supply irrespective of the
turnover.

3.10. Automatic reversal of credit: There shall not be any automatic reversal of input tax credit as
it increases the IT design complexity and legally may be difficult to sustain. Recover of tax not paid or
the reversal of input tax credit, as the case may be, shall be carried out in terms of clause (k) and (1).

3.11. Recovery from seller and reversal of input tax credit in exceptions: Misuse of input tax
credit due to default in payment of tax by the seller shall be controlled primarily by recovery of tax from
the seller however reversal of credit from buyer shall also be an option available with the revenue
authorities to address situations like missing dealer, closer of business by supplier or supplier not having
adequate assets etc. The reversal of credit from the seller shall be through a due process prescribed in
the rules.

3.12. Preventive measures for controlling input tax credit: To prevent misuse of input tax credit
facility, adequate legal safeguards and IT facility shall be designed to block uploading of invoices in the
subsequent month by a newly registered entity which has defaulted in paying taxes above a threshold
limit. This would limit the possible damage and risk to the revenue. Similarly, safeguards would be built
by blocking the upload of invoices for the existing units when they default in payment of tax above a
threshold. Appropriate analytical tools would be built to identify high risk dealers, high risky defaulting
dealers etc., and flag the same to the tax authorities for initiating compliance verification.

3.13.  Content of the return: Return shall be simplified by reducing the content/information required
to be filled in the return. It is suggested that the contents be examined in various categories such as —
information needed for calculating monthly liability, information needed for final settlement which can
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be part of Annual Return, information needed for Audit and Assessment which can again be part of the
Annual return, information which need not be collected and any new information which may needed to
be collected due to new policy decisions.

ek
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Addendum to Agenda Item 8: Imposition of Cess on Sugar under GST and reduction of GST
rate on Ethanol

1. An agenda note for consideration in the 27th GST Council meeting to be held on 4th May, 2018 was
circulated amongst the States proposing reduction in GST rates on ethanol from 18% to 12%.

2. During the discussions in the officer’s meeting held before the GST Council meeting, some states
had expressed reservations to the proposal for reduction of GST rates on ethanol on the ground that it
would benefit the distilleries by reducing tax burden on alcoholic liquor for human consumption.

3. In this context, it is proposed that the GST rates may be reduced from 18% to 12% only on the ethanol
supplied to Oil Marketing Companies for blending with petrol. Though, this will be an end used based
concession, the probability of its misuse will be minimal, keeping in view that the recipient of such
ethanol are the Public Sector Undertaking Oil Marketing Companies.
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