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Minutes of 22" GST Council Meeting held on 6 October 2017

The twenty second Meeting of the GST Council (hereinafter referred to as ‘the

Council’) was held on 6 October, 2017 in Vigyan Bhawan, New Delhi under the
Chairpersonship of the Hon’ble Union Finance Minister, Shri Arun Jaitley. 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.
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The following agenda items were listed for discussion in the 22™ Meeting of the
Council: -
Confirmation of the Minutes of 21* GST Council Meeting held on 9 September 2017
Decisions of the GST Implementation Committee (GIC) for information of the
Council
Minutes of 1% Meeting of Group of Ministers (GoM) on IT Challenges in GST
Implementation for information of the Council and discussion on GSTN issues
Note on revenue collected in August and September, 2017 under Goods and Services
Tax (GST) and Compensation paid to States for the period July — August, 2017
Report and Recommendations of the Committee on Exports
Issues for consideration for relief to small taxpayers
i.  Proposal for increasing the aggregate annual turnover threshold under
Composition scheme from Rs.75 lakh (Rs.50 lakh in Special Category States
except Uttarakhand and Jammu & Kashmir) to Rs. one crore; and not taxing
the exempt supplies made by a composition dealer
ii.  Proposal for quarterly filing of returns along with quarterly payment of taxes
by taxpayers having annual turnover up to Rs. 1.5 crore
iii.  Proposal for suspension of application of provisions of sub-section (4) of
section 9 till 31 March, 2018
iv.  Proposal for deciding the date for the operationalization of provisions of
nationwide e-Way bill
Issues recommended by the Fitment Committee for consideration of the GST Council
i.  GST Rate in respect of government works contract services having high
labour content
ii.  Definition of Governmental Authority and GST on Government Grants
iii.  Rate of tax on car leasing, sale of leased cars, sale of old and used cars and
reverse charge mechanism on sale of used/seized vehicles, scrap etc. by
government departments ‘
iv.  GST on renting of motor cab and transport of passengers by motor cab
services
v.  Reduction in rate of tax on some Job Work Services
vi.  Rate of tax on works contract in offshore areas beyond twelve nautical miles
and transportation of natural gas through pipeline
vii.  Reverse charge mechanism for Overseeing Committee of the Reserve Bank of
India (RBI) under GST
viii. Amendment in GST notifications in respect of 5% GST rates on cereals,
pulses and flours etc. put up in unit container and bearing a brand name
ix.  Changes in GST rates on certain goods/clarifications to be issued
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8. Issues recommended by the Law Committee for consideration of the GST Council

.s

iv.

Extension of timelines for filing of FORM GSTR-5A and FORM GST ITC-
01

Amendment of some provisions of CGST Rules, 2017 [relating to invoice
(rule 46, 54 (2), additional instruction in FORM GSTR 4)]

Inclusion of additional items in Notifications No. 32/2017-Central Tax and
No. 8/2017-Integrated Tax

Clarification regarding the due dates for the generation of FORM GSTR-2A
and FORM GSTR-1A for the month of July, 2017

9. Proposal for issuing notifications on cross-empowerment for ensuring single interface
under GST

10. Proposal for deemed ratification of notifications, circulars and orders by the GST
Council

11. Procedure for implementing GIC decisions of urgent nature requiring immediate
implementation

12. Issues carried forward from the 21% GST Council Meeting: -

i
ii.

iii.

iv.

Approach Paper on principles for Fitment post-implementation of GST

Issues listed in Annexure IIB of Agenda item 7 of 21" GST Council Meeting
(List of goods discussed by the Fitment Committee where no change in rate
of tax was proposed)

Issues listed in Annexure III of Agenda item 7 of 21¥ GST Council Meeting
(GST rates on services — Proposals found NOT acceptable by the Fitment
Committee)

List of Acts from the Central and State Governments as per Section 5(4) of
the GST (Compensation to States) Act, 2017

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

i.

iii.

vi.

vii.

Exemption from obtaining registration for persons making inter-State supply
of services whose aggregate turnover is below the threshold limit

Decision on effective date for starting Tax Deduction at Source and Tax
Collection at Source _
Changes in GST rates on certain goods and exemption from IGST in certain
cases

Issue of Annuity being given in Place of Toll Charges to Developers of Public
Infrastructure-exemption thereon

Additional relief to Small Tax Payers - Composition Scheme

GST on development charges collected by Gift City Company Limited for
allotment of land on long term lease (of 30 years or more) to developers for
development of commercial and residential spaces

Additional relief to Small Tax Payers — GTA to unregistered persons

14. Date of the next meeting of the GST Council

3. The Hon’ble Chairperson welcomed the Members of the Council. He stated that
originally this Meeting was proposed to be held through video conferencing but as
various letters and suggestions were received from States and other stake holders, a
regular Meeting was being held. He commenced discussion on the agenda items.
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Discussion on agenda items:

Agenda item 1: Confirmation of the Minutes of the 21* GST Council meeting held on
9 September, 2017

4. The Hon'ble Chairperson requested the Chairman, CBEC to inform regarding
corrections suggested in the draft Minutes of the 21* Meeting of the Council held on 9
September, 2017 (hereinafter referred to as the ‘Minutes’).

4.1, Ms. Vanaja N. Sarna, Chairman, CBEC, informed that four States, namely, Gujarat,
Odisha, Sikkim and Punjab had requested for modification in the Minutes. She invited Shri
Arun Goyal, Additional Secretary, GST Council [AS (GSTC)], to inform regarding the
suggestions for change in the Minutes to the Council.

42.  The AS (GSTC) informed that the State of Gujarat had suggested to suitably add the
following in paragraph 5.3 of the Minutes: ‘Dr. P.D. Vaghela, CCT, Gujarat, stated that the
report of CCTs on CST may be considered by the Council which has recommended that
issuance of Form ‘C’ should be left to the wisdom of the States as no State would like to hurt
the interest of its own tax-payers. In the absence of Entry Tax, the local tax-payers of the
States would suffer as these goods would be brought from other States on Form *C’. Also, the
State revenue from petroleum goods and natural gas would be reduced considerably if this
issue is not resolved even when the definition of goods has been amended and restricted to
five petroleum products, namely, crude oil, petrol, diesel, aviation turbine fuel and natural gas
and alcoholic liquor, in Section 8(3) of the CST Act, other three sectors i.e. telecom, mining
and generation and distribution of electricity or any other form of power has been retained.
This has created a confusion as to whether Form ‘C’ will be required to be issued for this set
of activities also.” The Council agreed to suitably add the version proposed by the CCT,
Gujarat.

4.3.  The AS (GSTC) informed that the State of Gujarat had suggested to replace the
existing sentence in the fourth line from the end of the paragraph 5.13 of the Minutes relating
to the version of the Hon’ble Deputy Chief Minister of Gujarat (‘He added that for new
contracts, the rate of tax could be kept at 18%’) with the following: ‘He added that for new
contracts, the rate of tax could be kept at 12%’. The Council agreed to replace the existing
version with that proposed by the State of Gujarat.

44,  The AS, GSTC stated that the State of Gujarat suggested to add the following in the
beginning of paragraph 5.15 of the Minutes: “CCT Gujarat made it clear that two issues raised
by Gujarat with regard to definition of governmental authority and transfer of budgetary grant
are to be discussed independently of the issue of works contract even when these two issues
have been discussed in relation to works contract also’. The Council agreed to add the version
proposed by the State of Gujarat.

45. The AS, GSTC informed that the State of Gujarat had requested to replace the first
sentence of paragraph 5.22 of the Minutes with the following: ‘CCT Gujarat stated that if a
Government corporation or authority or board was allotted grants by the State government
(for example grant allocated to construct a jail or police line, etc.), such transaction should not
attract GST at the rate of 18%’. The Council agreed to add the version proposed by the State
of Gujarat.
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4.6.  The AS, GSTC informed that the State of Odisha had suggested to replace the version
of the Hon'ble Minister from Odisha recorded in paragraph 33.2(ii) of the Minutes (“The
Hon’ble Minister from Odisha stated that fly ash was a very important commodity and that tax
on it should be Nil’) with the following: ‘Fly Ash caused environmental pollution. There was
no consideration for fly ash. If it was kept in taxable category, e-way bill would be required
for movement/transportation and this would cause harassment. He suggested that Fly ash
should be exempted under GST’. The Council agreed to replace the existing version with that
proposed by the State of Odisha.

4.7.  The AS, GSTC informed that the Government of Sikkim had requested to suitably
insert the following in paragraph 47.9 or 47.10 of the Minutes: ‘Shri Manoj Rai, Joint
Commissioner, Commercial Tax, Sikkim requested GSTN to modify the registration software
application to provide field requiring the applicant to fill in licence details. He said that this
was necessary to make the software compatible with the GST law as Section 22(2) of the
CGST Act, 2017 prescribed that holding of licence was pre-requisite for filing registration
application. He also requested the Council to authorise GSTN to carry out the needful
modification.’ The Council agreed to add the version proposed by the State of Sikkim.

4.8. The AS, GSTC informed that the State of Punjab had requested to amend the version
of the Hon'ble Minister from Punjab recorded in paragraph 31.2 of the Minutes (‘He
suggested that in one Chapter, there should not be more than three rates of tax and that ...)
with the following: ‘He suggested that similar goods should attract same rate and in one
chapter there should not be more than three rates and that...” The Council agreed to add the
version proposed by the State of Punjab.

49.  The AS, GSTC informed that the State of Punjab had requested to add the following
line in paragraph 33(vi) of the Minutes in the statement of the Hon’ble Chairperson: ‘The
Hon'ble Chairperson suggested that the idols made of clay could be exempted from
tax whereas all other idols (except made of precious metals) could be taxed at 12%’. The AS,
GSTC further informed that the State of Punjab had also suggested to replace the Council’s
decision in paragraph 34.1(iv) of the Minutes with the following: ‘Idols other than those made
of clay and precious metals shall be taxed at the rate of 12% and idols made of precious
metals shall be taxed at the rate of 3%. The AS, GSTC informed that the Hon'ble
Chairperson’s version was correctly recorded in paragraph 33(vi) of the Minutes as idols
made of some material like glass and crystal were not proposed to be covered under this
decision. He added that in view of this, the amendments proposed by the State of Punjab in
paragraphs 33(vi) and 34.1(iv) of the Minutes could not be accepted. The Council agreed not
to make amendments in paragraphs 33(vi) and 34.1 (iv) of the Minutes. [

4.10. The Hon'ble Minister from Punjab drew attention to the Council’s decision recorded
in paragraph 7.1 of the Minutes that the issue of Form ‘C’ under the Central Sales Tax (CST)
Act shall be examined further in light of the court decision and requested that this issue should
be examined urgently and issue necessary clarification as another judgment had been
delivered by the Hon’ble Mumbai High Court on this issue. Shri Udai Singh Kumawat, Joint
Secretary, Department of Revenue, (DOR) informed that an amendment proposed in Section
8(3) of the CST Act was presently being examined by the Union Law Ministry and the same
would be issued shortly.
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5. In view of above discussion, for agenda item 1, the Council decided to adopt the
Minutes of the 21" Meeting of the Council with the changes as recorded below:

5.1.  To suitably add the following version in paragraph 5.3 of the Minutes: ‘Dr. P.D.
Vaghela, CCT, Gujarat, stated that the report of CCTs on CST may be considered by the
Council which has recommended that issuance of Form ‘C’ should be left to the wisdom of
the States as no State would like to hurt the interest of its own tax-payers. In the absence of
Entry Tax, the local tax-payers of the States would suffer as these goods would be brought
from other States on Form ‘C’. Also, the State revenue from petroleum goods and natural gas
would be reduced considerably if this issue is not resolved, even when the definition of goods
has been amended and restricted to five petroleum products, namely, crude oil, petrol, diesel,
aviation turbine fuel and natural gas and alcoholic liquor, in Section 8(3) of the CST Act,
other three sectors i.e. telecom, mining and generation and distribution of electricity or any
other form of power have been retained. This has created a confusion as to whether Form ‘C’
will be required to be issued for this set of activities also.’ :

5.2. To replace the existing sentence in the fourth line from the end of paragraph 5.13 of the
Minutes relating to the version of the Hon’ble Deputy Chief Minister of Gujarat with the
following: ‘He added that for new contracts, the rate of tax could be kept at 12%’.

5.3.  To add the following in the beginning of paragraph 5.15 of the Minutes: ‘The CCT,
Gujarat, made it clear that two issues raised by Gujarat with regard to definition of
governmental authority and transfer of budgetary grant are to be discussed independently of
the issue of works contract even when these two issues have been discussed in relation to
works contract also’.

54.  To replace the first sentence of paragraph 5.22 of the Minutes with the following:
‘CCT, Gujarat, stated that if a Government corporation or authority or board was allotted
grants by the State government (for example grant allocated to construct a jail or police line,
etc.), such transaction should not attract GST at the rate of 18%.

5.5.  To replace the version of the Hon'ble Minister from Odisha recorded in paragraph
33.2(ii) of the Minutes with the following: ‘Fly Ash caused environmental pollution. There
was no consideration for fly ash. If it was kept in taxable category, e-Way bill would be
required for movement/transportation and this would cause harassment. He suggested that Fly
ash should be exempted under GST°.

5.6.  To suitably insert the following in paragraph 47.9 or 47.10 of the Minutes: ‘Shri
Manoj Rai, Joint Commissioner, Commercial Tax, Sikkim requested GSTN to modify the
registration software application to provide field requiring the applicant to fill in licence
details. He said that this was necessary to make the software compatible with the GST law as
Section 22(2) of the CGST Act, 2017 prescribed that holding of licence was pre-requisite for
filing registration application. He also requested the Council to authorise GSTN to carry out
the needful modification.’

5.7.  To amend the version of the Hon'ble Minister from Punjab recorded in paragraph 31.2
of the Minutes with the following: ‘He suggested that similar goods should attract same rate
and in one chapter there should not be more than three rates and that...’

Page 5 of 111 /

CHAIRMAN'S
INITIALS




MINUTE BOOK

/T

~

CHAIRMAN’S
INITIALS

Agenda item 2: Decisions of the GST Implementation Committee (GIC) for information
of the Council

6. The Chairman, CBEC invited Shri Upender Gupta, Commissioner, (GST Policy),
CBEC, to make a presentation on the decisions taken by the GST Implementation Committee
(GIC) since the 21" Meeting of the Council held on 9 September, 2017. The presentation
made by the Commissioner (GST Policy), CBEC is at Annexure 3 of the Minutes.

6.1.  In his presentation, the Commissioner (GST Policy), CBEC informed that between
the 21% and the 22™ Meeting of the Council, GIC took some decisions by circulation due to
urgency of the issues and some decisions were taken during the 9" and the 10™ meeting of the
GIC. The decisions related to: (i) Extension of time limit to file FORM GST TRAN-1 under
Rule 120A and Rule 117 of the CGST Rules; (ii) changes in Rates notification relating to
services provided by Advocate to comply with the order of the Hon’ble Delhi High Court; (iii)
allow for amendment of rule 24(4) of CGST Rules for extension of date of application for
cancelation of migrated taxpayers; (iv) minor Changes in FORM GST REG-29 prescribed for
cancellation of registration of migrated person; (v) time limit for submitting the declaration in
FORM GST TRAN-1 under Section 141 and 142 of the CGST Act, 2017 should be the same
as the time limit for submitting the declaration in FORM GST TRAN-1 under Section 140 of
the Act — Rule 118, 119 and 120 proposed to be amended; (vi) extending the facility of
supplying goods or services for export without payment of integrated tax under Letter of
Undertaking in place of bond to all registered persons; and (vii) extension of time limit for
intimation of details of stock on the date preceding the date from which the option for
Composition levy is exercised in FORM GST CMP-03. He also mentioned the related
notification and Order numbers under which these decisions of the GIC had been
implemented.

6.2.  The Hon'ble Minister from West Bengal stated in his written comments that proposals
at serial numbers (i) and (iii) to (vi) were in the interest of small and medium enterprises and
many taxpayers had been raising these issues.

7. For agenda item 2, the Council took note of the decisions of the GIC.

Agenda item 3: Minutes of 1* Meeting of Group of Ministers (GoM) on IT Challenges in
GST Implementation for information of the Council and discussion on GSTN issues

8. The Hon’ble Chairperson invited the Hon’ble Deputy Chief Minister of Bihar, the
Convenor of the GoM, to brief the Council regarding the deliberations of the GoM. The
Hon’ble Deputy Chief Minister of Bihar informed that till date, two meetings of the GoM had
taken place (on 16 September 2017 and 4 October 2017). He stated that about 48 issues had
been identified to be addressed by the GSTN. He informed that timelines had been given for
the development of priority functionality and mostly the timelines, as given, were maintained,
except for delay of about 2-3 days. He further informed that return filing was getting
stabilised and about 13 lakh Returns were filed on 20 September 2017, and in one hour, more
than one lakh Return had been filed. He informed that the GoM had also decided that
technical team from Infosys should be deployed in each State and that Infosys had already
deployed some people but in the next two weeks, this deployment would be beefed up by
deploying more technical persons. He added that the GoM had also asked Infosys to deploy
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separate team for development of Backend Applications for Model 2 States (27 in number) for
which Infosys was developing the backend facility of the tax administration.

8.1. The Hon’ble Chairperson desired to have a briefing about the main IT related
problems being faced by the taxpayers and how these were being addressed. Shri Prakash
Kumar, Chief Executive Officer (CEO), GSTN made a presentation on this issue which is
attached as Annexure 4.

8.2.  In the presentation, the CEO, GSTN, gave an update on the number of Registrations,
Returns, Invoices, daily collection statistics and daily filing status of GSTR-3B. He informed
that as on 4 October 2017, 25.96 lakh new registrations had been approved. As on 5 October
2017, the status of uploading of GSTR-3B Returns was 53.36 lakh for the month of July, 2017
and 45,14 lakh for the month of August, 2017. Further, 34.90 lakh GSTR-1 Returns for the
month of July, 2017 were also uploaded. He informed that 26.74 crore invoices had been
processed and that filing through the GST Suvidha Providers (GSPs) was picking up. The
peak for GSTR-3B for the month of August was 20 September, 2017 and that the System was
able to handle the filing of large number of returns without putting stress on the IT
infrastructure. He informed that a total of 13.76 lakh Returns were filed on 20 September,
2017 in addition to 7.48 lakh payment transactions conducted on the portal that day. He added
that 1.36 lakh Returns were filed in one hour. He also informed that they had increased the
limit for circuit breaker from 60,000 Returns to 80,000 Returns and now to one lakh Returns
concurrent users, which implied that the System could handle one lakh people preparing
Returns, Challans, etc. on the portal simultaneously. He added that last week, they had to
apply circuit breaker once when this limit was breached. As regards tax payment, he informed
that an analysis of payment trends in July, 2017 showed that 95% of the taxes came by 31
August, 2017 and that the Returns filed thereafter did not involve payment of large sums of
tax. He stated that as per their analysis, 41% of Returns were filed with nil tax liability, 45%
of the Returns involved payment through input tax credit (ITC) and Cash and 13.4% paid
taxes only through ITC. He stated that 7,617 taxpayers falling under the tax slab of Rs. one
crore and more (only 0.32% of total taxpayers) accounted for payment of 66.5% of the total
tax collected.

8.3, The CEO, GSTN, also gave a brief update of the GoM review meetings. He stated
that in its first meeting on 16 September 2017, the GoM had identified 48 items for time
bound resolution. He informed that out of these 48 items, 8 were completed and status was
presented to GoM in its second meeting held on 4 October 2017. The list of completed items
are as follows: (i) Placement of Resident Engineers (Interim/Permanent) at 37 locations
(CBEC/States/UTs) - Infosys was advised to replace interim personnel with permanent ones
who are qualified to do this job, in next two weeks; (ii) Sharing of data on the following items
with Model 1 and 2 in csv (comma separated values) format: (a) Enrolment Report-Daily
incremental is being shared after sharing of complete data dump ; (b) New Registration Report
- Daily incremental is being shared after sharing of complete data dump; (¢) Return Filer-
Daily incremental is being shared after sharing of complete data dump; (d) Dealers complete
Address list- Complete data dump (one time) shared for both, migrated as well as newly
registered ones; (¢) GSTR 3B filer-Complete data dump (one time); (iii) Sharing of data with
Model 1 States -the root cause for difference in data reported and records (registration form,
returns etc.) pulled by CBEC/Model | States has been found and corrective action taken; (iv)
Enabling tax payers stuck at submit stage to edit the same and file GSTR-3B (2.2 lakh
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taxpayers); (v) Amendment of core and non-core items of Registration form rolled-out on the
portal; (vi) Tran-1 Filing (Negative Credit issue) resolved for future use. Cases done in past
are being dealt with separately by data fix; (vii) Suo moto Registration rolled-out on the portal
having following functionalities: (a) ID creation, (b) Create Challan and (c) Making Payment;
(viii) Opt-out from Composition scheme rolled-out.

8.4. The CEO, GSTN further stated that out of these 48 items, 4 were in progress with
some delay, namely (a) GSTP Registration Application Processing; (b) TDS/TCS Registration
Application Processing; (¢) Revised TRAN-1 (Reopening Tran 1 to enable submission of
revised TRAN-1); (d) Refund for Export - ICEGATE API (Application Programme
Interface). He added that for 4 items, release dates had been advanced based on directions of
GoM and these are: (a) GST PMT-07: Application for intimating discrepancy relating to
payment; (b) GSTR-3B: Enhancement to enable Preview and Print out/PDF Download; (c)
Revocation of RC (Registration Certificate); (d) Change of Authorised signatory by tax
official. He also informed that the proposed date for roll out of TCS and TDS was from 1
December, 2017 and the filing would start from 1 January, 2018. He further informed that the
GoM had advised the IT Committee of officers to go through all the compiled issues and
present only those issues before the GoM which were not resolved at the level of the
Committee and to also provide a progress report regarding the issues resolved. He informed
that the IT Committee was meeting every week and trying to resolve the issues.

8.5. The Hon'ble Minister from Kerala requested for a hard copy of the presentation.
Dr. Hasmukh Adhia, Secretary to the Council (hereinafter referred to as the ‘Secretary’)
assured that the presentation shall be shared with all the Hon’ble Members (subsequently
circulated to all States). The Hon'ble Minister from Kerala suggested that for Composition
dealers and for taxpayers up to a certain turnover, the provisions of fine and penalty should be
postponed for some time as there had been long delays in the filing of Returns. He added that
small taxpayers were not yet familiar as to how to deal with Returns and accountants were
having a field day. The Hon’ble Chief Minister of Goa supported the proposal for
postponement of fines and penalties for small taxpayers. He observed that taxpayers were
unable to file Returns without their fault and fine and penalty in such a situation was creating
problem. He observed that the System should be such that all taxpayers should be able to file
their Returns on the last date, if they so choose, and that overload on the System should not be
a factor for inability to file Returns. He suggested that until the System stabilised, fine and
penalty should be deferred. The Hon'ble Minister from Odisha stated that there should be a
one-time measure not to impose fine and penalty. The Hon'ble Chairperson observed that if
fine and penalty was deferred for the next six months, then no one would file Returns. He
observed that the sanctity of dates for filing Returns should be maintained. The Hon’ble
Deputy Chief Minister of Bihar suggested that this issue could be decided at a later date.

8.6.  The Secretary informed that late fee was waived for July, 2017 Return but no late fee
waiver was announced for August Return as it could discourage filing of Returns leading to
loss of revenue. He observed that the amount of late fee leviable was not very high. The
Hon’ble Chief Minister of Goa stated that those taxpayers who paid tax in July, 2017 but
could not file their Returns due to glitches in the System should not be penalised for late filing
of the Returns for the month of August, 2017. The Secretary observed that filing of GSTR-3B
was necessary for fund settlement, and therefore, this could not be postponed indefinitely. He
suggested that an additional 10 days’ time could be given for filing Return by those registered
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persons who had no tax liability. The Hon'ble Minister from Punjab stated that late filing of
Returns and consequent late payment of tax attracted 18% interest which a taxpayer was
legally bound to pay. The penalty was only Rs.100 per day of non-filing of Return which was
not much and this should be waived to avoid unrest amongst the taxpayers.

8.7.  The Hon'ble Chairperson observed that GSTN should give a more disaggregated
break up of taxpayers as this would be helpful in formulating policy and procedure. He
observed that 40% Returns involved nil tax and only a few thousand taxpayers paid 65% of
the tax and getting their break up would be helpful. He also observed that bulk of the tax had
been paid by the due date and the tax payment amount after the due date was small, and
therefore, it appeared that late filers paid a very low amount of tax. The Hon'ble Chairperson
further enquired whether the System was capable of taking the load if a large number of
Returns were filed on the last date. The CEO, GSTN stated that this had posed some problem
for Returns filed for the month of July, 2017 but no such problem was faced for filing Returns
for August, 2017. The Hon’ble Chief Minister of Goa contradicted this claim and informed
that in order to have a first-hand experience, he personally sat for Return filing and it took
three hours to get one tax Return filed. Shri A.B. Pandey, Chairman, GSTN, stated that if the
last date for filing Return was 20" of the month and 88 lakh taxpayers were entitled to file
their Returns on the last date and if they tried to do so in the afternoon of that day, it would
create problem for the System. He suggested to have turnover wise staggering for filing
Returns and taxpayers up to a certain turnover could file their Returns by 18" of the month
and the rest by the 20" of the month. The Hon'ble Chairperson observed that as the number of
taxpayers paying large amount of tax was relatively less, such taxpayers, say with annual
turnover above Rs.2 or 3 crore, could be given one date for Return filing, and the taxpayers
below this turnover could be given another date.

8.8.  The Hon'ble Minister from Jammu & Kashmir stated that new categories of taxpayers
should not be introduced in the law. He suggested to do the staggering on the basis of existing
categorisation like exemption threshold of Rs.20 lakh per annum, composition threshold, etc.
The Hon'ble Minister from Karnataka stated that before taking decision on revising the dates
for filing Returns, one should wait for one cycle of GST Return filing to be completed. He
observed that once offline utility was fully operational in the next two weeks, the time spent
by a taxpayer on the System for filing Return could come down from 40 minutes to 5-10
minutes and the throughput of the System would go up substantially. The Secretary stated that
some modification in timelines for filing Returns by small taxpayers was already in the
agenda of this Meeting [Agenda item 6(ii)].

8.9.  The Hon'ble Deputy Chief Minister of Delhi raised three issues. First, he suggested
that GSTN should also look at the capacity of the income tax IT System for accepting the
number of Returns every hour and the load of Return filing that it can withstand on the last
day of the Return filing. Second, he observed that there was no service level agreement with
GSTN for delivery of services in a time bound manner and an action plan for not following
the agreed upon timelines. Third, he observed that Infosys was a vendor of GSTN and
Ministers should deal with GSTN and not its vendors. The Hon’ble Deputy Chief Minister of
Bihar clarified that GoM had held a combined meeting of GSTN and Infosys and it helped to
understand issues better. The Hon'ble Minister from West Bengal stated in his written
comments that the agreed timelines of priority functionalities must be strictly adhered to.
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8.10.  Shri Arvind Subramanian, the Chief Economic Advisor (CEA), Government of India
suggested that GSTN’s data should have distribution by tax and distribution by turnover.

9, For agenda item 3, the Council took note of the presentation of the GSTN and the
recommendations of the GoM in its meeting held on 16 September, 2017.

Agenda item 4: Note on revenue collected in August and September, 2017 under Goods
and Services Tax (GST) and Compensation paid to States for the period Julv-August,
2017

10. The Chairman, CBEC invited the Joint Secretary, DOR, to make a presentation on
this agenda item. The Joint Secretary, DOR, stated that a corrigendum had been circulated in
respect of Table 1 (GST Revenue up to 31.8.2017 for July, 2017 Return period) of the agenda
notes relating to this agenda item as per which the figures for fund transferred under the head
of SGST for July 2017 return period had been revised from Rs. 7,504 crore to Rs. 7,680 crore.
He informed that with this corrigendum, as per Table 1 of the agenda notes, the net revenue
after settlement for CGST was Rs. 18,560 crore, for SGST was Rs. 30,950 crore, for IGST
was Rs. 37,337 crore and for Cess was Rs. 7,216 crore. The total revenue was Rs. 94,063
crore. He stated that the total amount of fund settlement for August-September, 2017 was Rs.
10,977 crore. He further stated that the total revenue collected till 28 September, 2017 was Rs.
92,474 crore and out of this, the total revenue after settlement for CGST was Rs. 20,038.7
crore, SGST was Rs. 32,625 crore, IGST was Rs. 31,966.3 crore and Cess was Rs. 7,844
crore. He further informed that a compensation of Rs. 8,698 crore for the period July-August,
2017 had been provisionally released to the States. He informed that for calculating
compensation amount, they had taken into account the revenue collection of VAT and SGST
for the months of July and August, 2017 and the settlement fund released to States based on
July and August, 2017 Returns. He informed that compensation could not be released to
Arunachal Pradesh as the State had not yet reported the revenue collection in the month of
August, 2017. He stated that revenue figures for the State of Rajasthan were also being further
verified as the revenue collection figure reported by the State was very low.

10.1. The Hon'ble Minister from Assam stated that in order to ensure full transparency; the
Department of Revenue of the Government of India should share the calculation sheet for
compensation to the States. The Hon'ble Minister from Rajasthan stated that compensation for
his State should not have been withheld on account of variation in the figures of revenue as
the law was very clear in this regard. He observed that the Department of Revenue could ask
reasons for variation but there was clear and categorical protection of law for not stopping
compensation. The Joint Secretary, Department of Revenue, informed that the officers from
Rajasthan had informed that they would clarify the issue shortly. The Secretary stated that as
the difference in the revenue figure was high, there was a risk of giving extra compensation of
about Rs.500 crore and hence compensation was withheld for a few days awaiting
clarification from the State. The Hon’ble Chief Minister of Goa stated that there should have
been some release of compensation amount to the State of Rajasthan as it would need to pay
salaries, etc. The Hon'ble Minister from Kerala stated that the grievance of the Hon'ble
Minister from Rajasthan was justified and that if there was over-payment, it could have been
adjusted in the next month after due verification. The Hon'ble Chairperson stated that the
Hon’ble Chief Minister of Rajasthan had spoken to him on the subject and that the
Department of Revenue had requested for some data, which should come in a day or so. The
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Hon’ble Chief Minister of Goa stated that the Centre should have paid an amount which it
deemed to be payable correctly. The Hon'ble Chairperson observed that compensation money
was held in trust and due care and caution is to be taken before releasing it and that a huge fall
in revenue in one month certainly needed a deeper look.

10.2. The Hon'ble Minister from Jammu & Kashmir stated that his State had not yet got
compensation of Rs.330 crore and they had been waiting for the same. The Hon'ble Minister
from Telangana stated that after implementation of GST in July, 2017, compensation amount
could not be based on VAT revenue. The Hon'ble Chairperson stated that the compensation
law provided for taking into account the revenue collection in the month of July, 2017 for
compensation and this was VAT revenue. The Hon'ble Minister from Telangana reiterated
that the VAT revenue should not have been considered for compensation. The Secretary stated
that the residual VAT revenue would come to the States in the next few months and these
receipts would also be taken into account for calculating compensation.

10.3. The Hon'ble Minister from Jammu & Kashmir enquired whether the revenue trend of
the last two months was better off or worse off. The Secretary stated that due to large scale
destocking of goods by dealers in the month of June, 2017, there was very high collection
from VAT in July, 2017 and this lowered the compensation requirement due to which there
was some surplus under the compensation account. He observed that this surplus could be
depleted in the next 2-3 months depending upon the revenue trend. The Hon'ble Chairperson
stated that in the coming months, buoyancy on account of VAT revenue would not be
available and the amount available in the Cess fund was a floating fund which could be used
as per the requirements of compensation. The Hon'ble Minister from West Bengal stated in his
written comments that the downturn in revenue and reduction in the number of Returns filed
for the month of August, 2017 as compared to the month of July, 2017 showed that there were
serious procedural issues and shortcomings in the GSTN framework plaguing the
implementation of GST, thereby adversely affecting the small and medium enterprises and
this precarious situation required serious correction.

10.4.  The CEA stated that there should be transparency in respect of compensation and each
State should know the compensation given to other States including those States which had
surplus revenue. The Secretary pointed out that the Hon'ble Minister from Assam had already
made a similar demand. He added that revenue of the first two months would not show a
reliable trend. The Hon'ble Minister from Punjab requested to share data of tax collection and
compensation of other States to enable States to benchmark with each other. The Hon'ble
Chairperson suggested that a chart showing revenue figure of each State and its compensation
requirement (including the calculation for the same) should be prepared for each State on bi-
monthly basis and shared with all the States while disbursing the compensation amount to the
States. The Council agreed to this suggestion.

10.5. The CEA enquired about the revenue position of the Central Government and the
revenue under IGST. The Secretary stated that the Central Government got a lesser amount
after settlement due to higher utilisation of transitional credit of the Central taxes. He stated
that the revenue to be protected for all the States after projecting a growth rate of 14% per
year on base year revenue of 2015-16 was about Rs. 43,000 crore per month. He added that
IGST accumulation would slowly subside once the goods transferred inter-State on stock
transfer basis were sold in the further retail chain. He added that if it was decided in today’s
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meeting to allow exemption from tax payment on imports and inter-State supplies by using
Advance Authorisation etc., the IGST collection would go down anyway. He further stated
that IGST amount of Rs. 75,000 crore also included the pending IGST refunds on exports. He
added that the future buoyancy in revenue would also be determined after matching the
figures filed in the returns of GSTR-3B and GSTR-3.

10.6. The Hon'ble Deputy Chief Minister of Delhi stated that about Rs. 70,000 crore was
locked in IGST which was not being used. He questioned the need to have IGST and observed
that since GST was a destination based tax, if it was collected properly in the destination
State, there would be no need to collect IGST. He suggested to get rid of IGST as it was not a
destination based tax. The Secretary stated that IGST was an interim mechanism to provide
for transfer of tax to the destination State. The CEA stated that IGST would also be required
as a levy on imports. The Hon'ble Deputy Chief Minister of Delhi observed that in such a
case, IGST could be kept only for imports. The CEA observed that prior to GST, the ratio of
revenue for the Centre and the States was 50:50 and the ratio of August, 2017 collection for
CGST and SGST needed to be examined. The Hon'ble Minister from Kerala stated that the
share of revenue of the Centre and the States pre-GST was 45:55. The Hon'ble Chairperson
observed that compensation related issues of the States of Rajasthan, Sikkim and Jammu &
Kashmir should be resolved at the earliest.

11. For agenda item 4, the Council took note of the GST collection for August and
September, 2017. The Council also agreed that a chart showing revenue figure of each State
and its compensation requirement (including the calculation for the same) shall be prepared on
bi-monthly basis and shared with all the States while disbursing the compensation amount to
the States.

Agenda item 5: Report and Recommendations of the Committee on Exports

12 The Chairman, CBEC, invited Shri Sandeep M. Bhatnagar, Director General,
Directorate General of Export Promotion (DGEP), CBEC and Member Secretary of the
Committee on Exports to brief the Council on the report and the recommendations of the
Committee. DG, DGEP, made a presentation on the report of the Committee on Exports,
which is attached as Annexure 5. He informed that the Committee and its Sub-groups met six
times between 19 September, 2017 and 29 September, 2017. He further informed that there
was wide scale consultations within and outside the Government which included the
Commerce Secretary, CEA, GSTN, Controller General of Accounts (CGA), Principal Chief
Controller of Accounts (Pr. CCA), CBEC and the major Export Promotion Councils, such as
Federation of Indian Export Organizations (FIEO); Gem and Jewellery Export Promotion
Council (GJEPC); Engineering Export Promotion Council (EEPC); Council for Leather
Exports (CLE); Basic Chemicals, Cosmetics & Dyes EPC (CHEMEXIL); Apparel Export
Promotion Council (AEPC); Pharmaceuticals Export Promotion Council (PHARMEXCIL);
and Handicrafts Export Promotion Council (HEPC).

12.1. DG, DGEP, stated that the Committee identified the following major problems being
faced by exporters: (i) Delays in grant of refunds of IGST and input tax credit on goods and
services used in exports; (ii) Working capital blockage for manufacturer exporters including
EOUs due to requirement of upfront payment of GST on inputs/capital goods, and for
merchant exporters due to requirement of upfront payment of GST on finished goods; (iii)

Page 12 of 111




JAYNA BOOK DEPOT

MINUTE BOOK

Increased transaction cost due to requirement of bond/letter of undertaking (LUT) and for
bank guarantee in certain cases; (iv) Reduced usability of duty credit scrips and levy of GST
on their sale-purchase; (v) Levy of GST on bunker fuel supplies to foreign going vessels
eroding competitiveness.

12.2. DG, DGEP, elaborated on the recommendations of the Committee. He stated that for
delay in refund (due to various reasons like non-availability of GSTR-1 for the month of
August, 2017 and subsequent months till the cycle of filing GSTR-1, GSTR-2, GSTR-3 is
completed for previous months and lack of readiness of refund module in GSTN), the
Committee recommended to process refunds manually till such time the System related issues
were resolved. On refund of IGST paid on goods exported outside India, he explained that this
was to be dealt with by Customs Officers. After discussion, all stakeholders were in
agreement that refunds for July, 2017 would begin by 10 October, 2017 and that for August,
2017, would begin by 18 October, 2017. In this direction, the GSTN would make available
electronically to CBEC, Table 6A of GSTR-1 of exporters containing details of zero rated
supplies. He added that refunds for subsequent months shall be dealt in like manner as for
August 2017 till the time the GSTR-1 was made available as per prescribed timelines in
routine. He stated that refund of IGST paid on export of services, supplies to SEZs and refund
of accumulated input tax credit on account of export of goods/services and supplies to SEZs
under Bond/LUT had to be dealt with by jurisdictional Central/State GST officers. With
concurrence of all stakeholders, the Committee had decided certain timelines for dealing with
such refund claims. Thus, by 6 October 2017, the GSTN and the DG Systems, CBEC would
finalize modalities for CBEC to receive all GSTR-1 and all GSTR-3B; by 10 October 2017,
GSTN would make available on the website a new utility form RFD 01A for refund claimant
which would contain a request to debit the credit ledgers for ITC refund being claimed; and by
30 October 2017, GSTN would make available facility in a new form RFD 01B for GST
officers to order re-credit of the amount of refund rejected. He informed that Pr. CCA, CGA,
CAG, Budget Division in the Department of Economic Affairs, Department of Revenue and
State accounting authorities were finalizing the accounting procedure and settlement of funds.
He added that GIC was looking into the cross empowerment of State/Central GST officers for
grant of refunds and developing a Standard Operating Procedure (SOP) for the grant of
refunds manually till such time the Systems related issues were resolved.

12.3. DG, DGEP, further stated that another major problem identified by the Committee
was the working capital blockage for exporters due to (i) discontinuing the facility to use
Advance Authorization (AA), Export Promotion Capital Goods (EPCG) and Export Oriented
Units (EOUs) for duty free procurement of inputs/capital goods for export production (as now
the users of these schemes had to pay IGST on imports and GST on domestic supplies) and
(ii) discontinuing the facility to merchant exporters to procure export goods free of taxes
(earlier permitted under Rule 19 of the Central Excise Rules and Form-H under VAT). He
explained that the Committee had explored two options to address the issue of blockage of
working capital of exporters. Option-1 was to grant exemption from IGST and Cess under
Section 6 of the IGST Act, 2017 read with Section 25 of the Customs Act, 1962 to imports for
exporters availing AA/EPCG/100% EOU schemes. For domestic supply, it was proposed to
notify supplies of goods as deemed exports under Section 147 of the CGST/SGST Acts, 2017,
to allow supply of goods on payment of taxes by the suppliers and thereafter, to allow refund
of tax so paid to supplier by an amendment to Rule 89. The exporter having AA/EPCG or
EOU status would issue Advance Release Order (ARO) in the name of supplier. The existing
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monitoring mechanism for exports under these schemes, which had been in place for many
years would continue. He added that for refund of IGST on inter-State deemed export
supplies, settlement mechanism as well as cross-empowerment of State and Central
Government officers would be required. He further stated that to address the problem of fund
blockage for merchant exporters, it was proposed that supplies of goods to merchant exporters
registered with EPC/Commodity Boards shall be on payment of nominal 1% GST and to
prevent misuse, adequate safeguards shall be provided such as requiring export goods to be
aggregated in export warehouses etc. Option-2 was to create an e-Wallet for exporters and
give a notional credit in advance on the basis of the past export performance. An exporter
could use the balance in e-Wallet to pay tax liability and then adjust the credit against the
refund paid to him. He added that notional credit in e-Wallet was like an advance refund, with
the restriction that this could only be used to pay taxes and would be adjusted against final
payment of refunds. He explained that the credit in e-Wallet could be used for payment of
IGST on imports thus ensuring that there was no additional burden of working capital. As
regards payment of GST on domestic purchases, he explained that the e-Wallet system would
permit transfer of balances from the exporter’s account to his supplier’s account so that GST
could be paid by the supplier on the basis of the amount transferred in his e-Wallet by the
exporter. He reiterated that balance in e-Wallet would be allowed only to pay taxes. He
observed that the working capital requirement in the eco-system would get reduced by the
amount of the notional credit given in the e-Wallets.

12.4. DG, DGEP, further informed that another cause of increased transaction cost
identified by the Committee was the requirement of bond/letter of undertaking (LUT) for all
exports and bank guarantee in certain cases. He stated that the Committee’s recommendation
was to dispense with the requirement of a bond as well as a bank guarantee and prescribe only
a LUT and that this recommendation was endorsed by the GIC and implemented vide
Notification No.37/2017-Central Tax dated 04.10.2017.

12.5. DG, DGERP stated that another problem being faced by the exporters was on account
of reduced re-usability of duty credit scrips as post GST, these scrips could be used only for
payment of Basic Customs Duty. The Committee recommended that for the present, the GST
rate on sale-purchase of duty credit scrips should be reduced from 5% to ‘Nil® and when the
option of e-Wallet was adopted, even MEIS scrip could be deposited in e-Wallet in which
case this concession might not be necessary.

12.6. DG, DGEP. recalled that in its 21* Meeting held on 9 September 2017, the Council
had desired that the Committee should examine the proposals to disallow provisional refund
under Section 54(6) of the CGST/SGST Acts to (a) exporters who obtain registration within 6
months of applying for refunds and (b) exporters who do not furnish returns for 3 consecutive
tax periods preceding the refund application [Agenda item 5(i) of the 21* Council Meeting].
He stated that the Committee recommended that provisional refund should not be denied to
new exporters as the need of the hour was to encourage exports, especially by new exporters,
and also refund was linked to the factum of export which is to be necessarily established. As
regards the proposal at (b), the Committee felt that the proposal was infructuous and need not
be proceeded with as the grant of refund was incumbent on the completion of the return cycle.

12.7. DG, DGEP, further stated that the issue of GST on bunker fuel supplied to foreign
going vessels was discussed by the Committee and it recommended that GST rate on bunker
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fuel may be reduced to 5% for both foreign going vessels and those on coastal run. Explaining
the rationale, he stated that the Committee observed that high rate of GST on bunker fuel
supplied to foreign going vessels was making India less competitive vis a vis neighbouring
countries and oil marketing companies reported that business was shifting to countries like Sri
Lanka. The Committee took a view that the GST rate on bunker fuel should be such that it
encourages coastal shipping at par with foreign going vessels and it also obviates the
administrative problems of monitoring the end use.

12.8. Initiating the discussion on the recommendations of the Committee on Exports, the
Hon'ble Minister from Punjab observed that it was an excellent report and congratulated the
Committee members on their work. On the issue of working capital blockage to exporters, he
suggested that presently Option-1 (allowing tax payment through Advance
Authorisation/EPCG/EOU schemes) could be implemented and Option-2 (e-Wallet) could be
implemented by April, 2018. The Hon'ble Minister from Jammu & Kashmir stated that
Option-1 damaged the basic structure of GST of not giving exemptions which also applied for
duty exemption schemes for North-Eastern States. He stated that the basic structure of GST
should not be tampered with due to operational difficulties which was largely due to delay in
the delivery by the IT vendor. He also expressed an apprehension that the vendor would take a
long time to develop the system of e-Wallet. He cautioned that if a regime of exemptions was
introduced, the GST architecture might collapse. The Hon'ble Minister from Karnataka stated
that problems of exporters were critical and solution must be found but the proposed solutions
were not the answer to the problems of exporters. He supported the view of the Hon'ble
Minister from Jammu & Kashmir and observed that enough compromise had already been
made with the original intent of GST and further compromises should be avoided. He stated
that a regime of exemption would create a very high arbitrage on both sides and once people
got used to it, it would be difficult to get rid of it. He added that e-Wallet was not proposed to
be developed by the original vendor but either by NPCI (National Payments Corporation of
India) or NSDL (National Securities Depository Limited). He suggested to work on the
proposal for e-Wallet and not adopt the exemption route.

12.9. The Hon'ble Minister from Assam stated that the North-Eastern States wanted to
continue with the area based exemption scheme but the decision was to adopt the
reimbursement mode which was accepted in the larger national interest. He observed that e-
Wallet was likely to take about 8 months to develop and the question was how to address the
problem of exporters during the interim period. He emphasised that the need of the hour was
to protect the industry and exports. He suggested to go by the recommendations of the
Committee regarding payment of GST through Advance Authorisation etc. and to give a time
bound deadline for development of e-Wallet within 8-9 months. He stated that without
immediate relief, exporters might not be able to survive as the Government gave only 8%
interest on delayed refund whereas Banks gave loan at more than 9% interest rate. The
Hon'ble Chief Minister of Puducherry stated that there should be no compromise on policy on
account of suffering by one sector as this would lead to a total disarray in policy. He
suggested to have a mechanism by which the Department of Revenue, the Department of
Commerce and the Reserve Bank of India could provide cushion to the exporters to raise
resources. He cautioned against tinkering with the basic policy as this would lead to large
scale dilution in the GST design. The Hon’ble Chief Minister of Goa stated that GST was a
consumption based tax and exporters were not liable to be taxed. They were being brought
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into the system only to avoid revenue leakage, which was a procedural issue. He suggested to
accept Option-1 with a time bound implementation of Option-2.

12.10. The Hon’ble Deputy Chief Minister of Delhi observed that provisions of GST law
were proposed to be tweaked due to the problems of the IT vendor. He enquired regarding the
impact on revenue of 1% tax was levied on merchant exporters. He also enquired whether this
proposal was discussed with the exporters. DG, DGEP explained that the issue was discussed
with the various export associations and their preference was to have an upfront exemption
but once they were explained the GST design, they agreed that 1% tax on supplies to
merchant exporters was the best solution. Shri Khalid A. Anwar, Senior Joint Commissioner,
Commercial Taxes, West Bengal, stated that the Hon'ble Minister from West Bengal had
desired him to convey that exports were in a very bad shape and the Export Promotion
Councils had reported that exports had come down drastically. He stated that as e-Wallet
would take some time to develop, Option-1 proposing an upfront exemption should be
considered. He stated that merchant exporters also enjoyed similar exemption through Form
‘H” under VAT and they should not be discriminated against by charging tax at the rate of 1%
on supplies made to them. The Hon'ble Deputy Chief Minister of Bihar observed that the
officers from the States of Gujarat, Maharashtra, Karnataka, Uttar Pradesh, West Bengal and
Tamil Nadu were members of the Export Committee and the recommendations of the
Committee were unanimous. He stated that the fundamental question was how to save exports
and the proposed exemption was only an interim measure until the scheme of e-Wallet was
implemented. He observed that even if it involved some compromise with the GST design, the
Council should support Option-1 to help exporters.

12.11. The Hon'ble Minister from Telangana stated that a way must be found to help the
exporters. He supported the proposal of the officer from West Bengal to exempt merchant
exporters from tax. The Hon'ble Minister from Punjab stated that non-payment of tax by
exporters was not an exemption but an entitlement. The Hon'ble Chairperson stated that the
exporters were facing problem as they have to block funds upfront and then wait for refund
which would be available only after the exports were made. The Hon’ble Minister from
Jammu & Kashmir stated that more thought could be given on this subject. He stated that one
option could be to give 75% refund on the basis of self-assessed return and do the final
settlement in a period of three years and that the banks could support this procedure. He stated
that Council should not react in a state of panic to the situation of economic downturn for
which GST was not the only factor. He emphasised that he did not object to taking corrective
action for downturn in exports but the methodology could be different. The Hon’ble
Chairperson observed that the Committee had suggested certain interim and some long-term
solutions. DG, DGEP stated that the dialogue was already on with NPCI for development of
e-Wallet and at this stage, a firm time-line might not be available but it would take at least
four months, if not more. The CEA observed that some compromise could tear into the basic
structure of GST. He suggested to have a simpler system of say 1% subsidy or to adopt the
proposal suggested by the Hon’ble Minister from Jammu & Kashmir.

12.12. The Hon’ble Chairperson raised a question whether e-Wallet maintained the integrity
of the GST system. The Hon’ble Minister from Karnataka stated that e-Wallet would maintain
the integrity of the GST system and he fully supported it. He added that the system would be

L used only for payment of tax. He stated that in the interim, some measures could be taken to
help the exporters meet their working capital requirement. The Hon’ble Minister from
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Jammu & Kashmir suggested to give upfront subsidy to exporters. He observed that the
industry in Jammu & Kashmir was in crisis due to removal of area based exemption scheme
and they would demand its restoration if exemption for exports was permitted. He added that
no refund had been given to the industries in Jammu & Kashmir for the last three months and
till now he had been explaining to them that it was a systemic reform, and now they would
again demand upfront exemption. He observed that e-Wallet was virtual currency and the
proposed solution was sectoral in nature and so not desirable. He also expressed worry about
the technology to be used for e-Wallet after the experience with the current vender. The
Deputy Chief Minister of Gujarat desired to know as to how much money was blocked due to
pending refunds on exports. The CEO, GSTN stated that this amount would have to be culled
out from the GSTR-3B returns. The Secretary stated that GSTN might not have full data
because GSTR-1 had been uploaded only till the month of July 2017.

12.13. The Hon’ble Minister from Assam stated that exporters fell into a different category
as they were not required to pay GST on consumption based principle. He, therefore,
supported the proposal to give them exemption in the interim period till the system of
e-Wallet was developed. The Hon’ble Chief Minister of Goa stated that the discussion was
only to find interim solution for exporters who were not making domestic supplies. He
suggested that they should be given the facility of exemption for short period. He also
suggested that tax for supplies to merchant exporters should be kept at 0.1% instead of the
proposed 1%. He warned that without these support measures, the exports might collapse.
Shri Alok Chaturvedi, Director General of Foreign Trade (DGFT) stated that the size of the
problem of funds blockage for the exporters could be gauged from the fact that the revenue
foregone for one year from advance authorization, EOU and EPCG was around Rs. 45,000
crore. He stated that Rs. 28,000 crore of duty foregone was due to advance authorization
scheme, Rs. 9,000 crore was due to EPCG and Rs. 8,000 was due to EOUs scheme. He
emphasised that exporters were facing competition in the international market and they had to
compete against exporters from countries like Bangladesh, Vietnam, Cambodia and
Philippines. He also reminded that Indian exporters faced problems in relation to
infrastructure, lack of flexible labour laws and lack of economies of scale. He stated that the
exporters needed support for the next seven to eight months and the system of e-Wallet could
be developed by then.

12.14. The Hon’ble Minister from Goa stated that exporters were in a different category and
therefore giving exemption to them was not diluting the GST structure. He stated that as per
some media reports, Rs. 67,000 crore of working capital of exporters was blocked and they
would find it very difficult to survive without support. He observed that the various slabs of
tax rate had already created a very negative impact. He observed that it was important to be
practical and not diluting the principle of GST could not be a ground to defer decision on this
issue. He stated that Option 1 was the best available solution to get exporters out of trouble.
He reiterated that tax for supplies to merchant exporters should only be 0.1%. The Hon’ble
Chief Minister of Goa cautioned that once an exporter lost his market, he would not get it
back as the buyer would switch to another supply chain. He recalled that Goa was once the
biggest exporter of iron ore but once it lost its market due to certain reasons, it was not able to
regain it. He suggested that the old system of exemption should be retained for some time.
The Hon’ble Minister from Odisha supported the suggestion of the Hon’ble Chief Minister of
Goa. The Hon’ble Minister from Chhattisgarh stated that export was exempt from tax as GST
was a consumption based tax. He stated that the Committee had given unanimous
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recommendation and the Council should accept Option-1 as an interim measure and move to
Option-2 later. The Hon'ble Minister from West Bengal stated in his written comments that till
e-Wallet was introduced, he favoured the time-tested model of exemption like Section 5(3) of
the Central Sales Tax Act for not only merchant exporters, but also for manufacturing
exporters and EOUs. He further stated that the concern was whether, even after treating the
supplies of domestic suppliers to exporters as deemed exports, they would become eligible for
provisional refund under Section 54(6) which is meant for zero rated supplies. In his opinion,
no discrimination should be made between ‘exports’ and ‘deemed exports’.

12.15. The Hon’ble Minister from Kerala stated that he supported the proposal for temporary
accommodation to exporters. However, there was another important issue of tax on gifts sent
by Non-Resident Indians during festivals etc. and this issue also needed to be taken up. The
Secretary stated that this was already part of another agenda item [13(iii)]. The Hon’ble
Chairperson observed that exporters formed a different category who were not to be taxed and
there was agreement to move to a system of e-Wallet by a particular date. It needed
consideration as to what steps could be taken in the interim period to help the exporters. The
Hon’ble Chief Minister of Puducherry reiterated that a scheme could be worked out jointly by
the Department of Commerce, the Department of Revenue and the Reserve Bank of India. The
Hon’ble Chairperson stated that this would be a long-drawn process and exporters needed to
be given quick relief. The Hon’ble Minister from Haryana suggested to accept Option-1 with
a sunset clause. The Hon’ble Chief Minister of Goa suggested that Option-1 could be kept
operational till 31 March 2018. The Hon’ble Minister from Andhra Pradesh supported Option-
1 at this stage and e-Wallet to be developed at a later date. He also added that the system of
GSTR-1, 2 and 3 should be set right at the earliest. The Hon’ble Minister from Karnataka
stated that it was important to have an idea as to by when e-Wallet system would be up and
running. He expressed an apprehension that if it was too delayed, the exporters would get used
to the exemption route and then it would be difficult to remove it. He observed that the
Committee had placed two options on the table and he supported the option for e-Wallet. The
Secretary stated that ideally, e-Wallet should be with GSTN as it would be a third ledger for
making payment of CGST, SGST and IGST. However, due to the difficulties faced by them,
they might not be able to implement it. He stated that the GSTN had indicated a time-line of
four to six months and the option was to develop e-Wallet in the GSTN system or have a
separate system of e-Wallet with linkage to GSTN. He stated that this would take a minimum
of six months to develop. The Hon’ble Chairperson stated that e-Wallet could be implemented
by 1 April 2018 and till then the old system as proposed in Option-1 could be continued. -

12.16. Shri Tuhin Kanta Pandey, Principal Secretary (Finance), Odisha stated that the system
of e-Wallet should be legally examined as this system involved creating money to pay tax.
The Hon’ble Chairperson stated that this issue could be looked at by officers who were not
associated with drafting of the original Law. He stated that a new Committee of officers
should review the law and propose changes in the CGST/SGST Acts and the IGST Act taking
into account various feedbacks and these proposals could be brought before the Council. The
Secretary stated that during the Budget session of the Parliament, changes in the Law could be
introduced and for this a new Law Review Committee of officers could be constituted in
which the old members of the Law Committee could be called for consultation but decisions
should be taken by the new Law Review Committee. He added that the existing Law
Committee could continue to look into day-to-day operational issues of the GST law and
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rules. The Hon’ble Chairperson observed that the Law Committee of officers should also look
at the technology issues for e-Wallet.

12.17. The Hon’ble Minister from Jammu & Kashmir reiterated that if exemption
mechanism was to be kept for exports till March 2018, then exemption scheme for Special
Category States should also be continued till March 2018. The Hon’ble Chairperson stated
that exporters formed a different category and for them too, exemption would be phased out.
The Senior Joint Commissioner (Commercial Taxes), West Bengal reiterated that supplies to
merchant exporters should not be subject to a tax of 1%. The Hon’ble Minister from
Karnataka raised a question whether the proposed exemption scheme would also apply to
export of services. DGFT clarified that the present scheme of advance authorisation, EPCG,
etc. applied only to goods. The Secretary suggested that no new dispensation should be
created under the GST. The Council agreed to this suggestion. The Secretary suggested that
supplies to merchant exporters could be exempt if the goods were moved immediately to the
port of shipment or to an export warehouse. The Senior Joint Commissioner (Commercial
Taxes), West Bengal stated that in the earlier scheme of Form H under VAT, no tax was paid
when goods were sold to merchant exporter but full tax became payable if goods were not
eventually exported. He stated that a similar procedure should be continued and there should
be no mandatory requirement of directly sending the goods to warehouses for export. The
Secretary stated that input tax credit would not be available if full exemption was given for
supply to merchant exporter. He suggested that a tax of 0.1% could be levied on supplies to
merchant exporters. The Hon’ble Deputy Chief Minister of Delhi supported the proposal to
keep the rate of tax on supplies to merchant exporters at the rate of 0.1%. The Council agreed
to this proposal. The Council also agreed to the other recommendations of the Committee on
Exports.

13. For agenda item 5, the Council approved the following:

(i) Refund of IGST paid on goods exported during July, 2017 shall begin by 10 October,
2017 and those exported during August, 2017 shall begin by 18 October, 2017. Refund for
subsequent months shall be dealt in like manner as for August 2017 till the time GSTR-1 was
made available, GSTN shall make available electronically to CBEC, Table 6A of GSTR-1 of
exporters containing details of zero rated supplies. These refunds shall be dealt with by
Customs Officers.

(ii) For Refund of IGST paid on export of services, supplies to SEZs and refund of
accumulated input tax credit on export of goods/services and those supplied to SEZs under
Bond/LUT, the following timelines were approved: (a) The GSTN and the DG Systems,
CBEC shall finalize modalities for CBEC System to receive GSTR-1 and GSTR-3B from the
GSTN by 6 October 2017; (b) by 10 October 2017, the GSTN would make available on the
website a new utility Form RFD 01A for refund claimant which would contain a request to
debit the credit ledgers for ITC refund being claimed; (c) by 30 October 2017, the GSTN
would make available facility in a new Form RFD 01B for GST officers to order re-credit of
the amount of refund rejected; (d) these refunds would be dealt with by jurisdictional
Central/State GST officers.

(iii)  To grant exemption from IGST, Cess, etc. under Section 6 of the IGST Act, 2017 read
with Section 25 of the Customs Act, 1962 to import of goods for exporters availing the
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schemes of Advance Authorisation/Export Promotion Capital Goods/100% Export Oriented
Units up to 31 March 2018and to continue the existing monitoring schemes for exports.

(iv) To notify domestic supplies of goods made to exporters as deemed exports under
Section 147 of the CGST/SGST Acts, to allow payment of taxes by suppliers and to allow
refund of tax so paid to supplier. An Advance Release Order (ARO) shall be issued in the
name of domestic supplier by exporter having AA/EPCG or EOU status. This scheme shall be
in place up to 31 March 2018.The existing monitoring mechanism for exports to continue.

(v) Supplies of goods to merchant exporters registered with Export Promotion Council/
Commodity Boards shall be on payment of tax at the rate of 0.1% and to prevent misuse,
adequate safeguards shall be provided.

(vi)  To make the e-Wallet scheme for exporters (make available to exporter a notional
credit in advance on the basis of the past export performance) functional by 1 April 2018.

(vii)  GST rate on sale-purchase of duty credit scrips shall be reduced from 5% to Nil for
the present.

(viii)  Exporters who obtain registration within 6 months of applying for refunds shall not be
denied the benefit of provisional refund under Section 54(6) of the CGST/SGST Acts.

(ix) Proposal made in the 21¥ GST Council Meeting that exporters who do not furnish
Returns for 3 consecutive tax periods preceding the refund application shall be denied the
benefit of provisional refund under Section 54(6) of the CGST/SGST Acts is infructuous and
need not be proceeded with.

x) Rate of tax on bunker fuel shall be reduced to 5% for both foreign going vessels and
those on coastal run.

(xi)  To constitute a new Law Review Committee of officers which will propose changes
in the CGST/SGST Acts and the IGST Act taking into account various feedbacks and these
proposals shall be brought before the Council. The existing members of the Law Committee
could be called for consultation but decisions shall be taken by the new Law Committee. The
existing Law Committee shall continue to look into day-to-day operational issues of the GST
law and rules and also look at the technology issues for e-Wallet.

Agenda item 6: Issues for consideration for relief to small taxpavers:

14. The Chairman invited Commissioner (GST Policy), CBEC to make a presentation on
this agenda item. The Commissioner (GST Policy), CBEC stated that these issues were
discussed during the meeting of the officers held on 5 October 2017 and the changes proposed
by them were indicated in red colour in the presentation. The presentation is attached as
Annexure 3. The discussion for each agenda item is recorded below. :
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Agenda Item 6(i): Proposal for increasing the aggregate annual turnover threshold
under Composition scheme from Rs. 75 lakh (Rs. 50 lakh in Special Category States
except Uttarakhand and Jammu & Kashmir) to Rs. 1 crore; and not taxing the exempt
supplies made by a Composition dealer

15. The Commissioner (GST Policy), CBEC stated that it was proposed to increase the
aggregate annual turnover threshold under Composition scheme from the existing Rs. 75 lakh
to Rs. 1 crore. He stated that the limit for the Special Category States could also be discussed
by the Council. The facility of availing such increased limit could be extended to both the
migrated as well as the new tax-payers and would become valid from the first day of the
subsequent month in which the option to migrate to the Composition scheme was exercised.
He added that the increase in the turnover threshold would make it possible for greater
number of taxpayers to come within the Composition fold and avail its facility of easy
compliance and that this was extremely important for the MSME sector. He stated that as per
the data circulated during the 9™ Meeting of the Council (held on 16 January, 2017), there
were about 66 lakh and 74 lakh taxpayers having turnover up to Rs.50 lakh and Rs. one crore
respectively and they contributed around 3% to 4% revenue. Accordingly, he stated that by
making this change, around 4-5 lakh more taxpayers could avail the benefit of the
Composition scheme. He stated that the second proposal under this agenda item was that the
exempted turnover of Composition taxpayers should be nil rated to ensure that tax is collected
on taxable supplies only. He explained that in the current Composition scheme, if a person is
supplying both taxable and exempted supplies, he would need to pay tax on aggregate
turnover of both the supplies. He added that this benefit was not proposed to be extended to
persons engaged in supply of services (restaurants) and that this benefit would be available to
a Composition taxpayer only if he maintained separate accounts for taxable and exempt
supplies. He explained that by taxing exempted supplies under Composition scheme, the
whole purpose of Composition was getting defeated as large number of traders dealt in
relatively large amounts of exempted items (e.g. unbranded wheat, rice, flour etc.) as
compared to taxable items. He added that in the Officers’ meeting held on 5 October 2017, it
was felt that exempt turnover should not be excluded as it would be difficult to maintain
separate records and it could lead to harassment.

15.1. The Hon’ble Chairperson observed that presently about 15 lakh taxpayers had opted
for Composition scheme when the turnover limit for Composition scheme is Rs.75 lakh per
annum and the question was how to encourage more tax payers to opt for this scheme. The
Hon’ble Ministers from Jammu & Kashmir and Kerala suggested that the annual turnover
limit for Composition could be increased to Rs.1.5 crore. The Secretary pointed out that the
provision of Section 10 of the CGST/SGST Acts dealing with Composition scheme had
prescribed annual turnover ceiling of Rs. one crore, and therefore, presently the turnover
threshold could not be raised beyond Rs. one crore. The Hon’ble Chairperson stated that the
new Law Review Committee could look at recommending a higher turnover threshold for the
Composition scheme.

15.2. The Hon’ble Minister from Chhattisgarh stated that after three months of
implementation of GST, his discussions with small taxpayers had revealed large scale
dissatisfaction with procedures under GST amongst Micro, Small and Medium Enterprises
(MSMEs). He stated that MSMEs and cottage industry had suffered setback after introduction
of GST and that while they accounted for large scale employment, barely 5% of total revenue
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came from them. He stated that there was a need for balance between 5% revenue and
employment scenario. In this light, he supported the proposal for increasing the threshold
turnover for Composition taxpayers from Rs.75 lakh per annum to Rs. one crore per annum
and to also exclude the exempt supplies from the calculation of the turnover of the
Composition dealer. The Hon’ble Chief Minister of Goa, the Hon’ble Ministers from Jammu
& Kashmir, Kerala, Odisha, Punjab, Haryana, Madhya Pradesh, Karnataka and Telangana,
and the Senior Joint Commissioner (Commercial Taxes), West Bengal supported the proposal
to increase the turnover threshold of Composition taxpayers from Rs.75 lakh to Rs. one crore
per annum. The Hon’ble Minister from Karnataka added that the Composition rate was not a
lower tax rate but only a mechanism to ease compliance. He observed that the challenge was
how to make the compliance easier for regular taxpayers so as to encourage movement of
Composition taxpayers into the fold of regular taxpayers as Composition scheme was
basically a distortionary intervention.

15.3. The Hon’ble Chief Minister of Puducherry supported the proposal to increase the
annual turnover threshold for Composition from Rs.75 lakh to Rs. one crore and to exclude
the exempted turnover from the taxable turnover. The Hon'ble Minister from Andhra Pradesh
supported the proposal to increase the Composition limit to Rs. one crore. The Hon'ble
Minister from West Bengal stated in his written comments that Composition threshold should
be increased from Rs.75 lakh to Rs. one crore and the exempted supplies should not be taxed.
He stated that the latter could not be done without bringing an amendment to the definition of
the term ‘turnover in a State’ in Section 2(112) as referred to in Section 10(1) of the
CGST/SGST Acts, 2017. He suggested to introduce a bill or an ordinance immediately and
give this amendment retrospective effect (i.e. from 1 July, 2017). He further suggested that
while excluding exempt supplies, only those supplies should be exempted which were exempt
from tax and not those supplies, which were non-taxable under the Act.

15.4. The Hon'ble Minister from Karnataka opposed the proposal to exclude the exempted
supplies from the Composition turnover threshold and warned that this would lead to arbitrage
and exercise of a lot of discretion at the field level. He pointed out that the rate of
Composition had been arrived at after taking into account the supply of exempted goods into
the total basket, and that if this turnover was proposed to be exempted now, then the rate for
Composition taxpayers should also be revisited. He also cautioned that excluding the exempt
turnover would fundamentally change the nature of the Composition scheme.

15.5. The Hon’ble Deputy Chief Minister of Gujarat supported the proposal not to tax the
exempt supplies made by a Composition taxpayer and added that such taxpayers should not be
forced to maintain separate books of accounts. The Hon'ble Deputy Chief Minister of Delhi
stated that exclusion of exempt turnover would lead to inspectors visiting taxpayers to verify
their books of accounts to ascertain the quantum of exempt supplies. The Hon'ble Minister
from Tamil Nadu also expressed an apprehension that taxpayers would find it difficult to
segregate their turnover into taxable and exempt categories and that this would lead to
Inspector Raj. He suggested that tax for Composition dealers could be reduced to less than
one per cent. The Hon'ble Minister from Assam stated that the fear of arbitrage and return of
Inspector Raj was exaggerated. He added that it was not proper to always vilify Inspectors as
the Government was paying them salary and they also did good work in expanding the
taxpayer base and collecting more revenue. He supported the proposal to exclude the value of
exempted goods from the total turnover value for the Composition taxpayers. The Hon'ble
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Minister from Kerala stated that it would have been desirable to extend the limit of
Composition turnover to Rs.1.5 crore if the law so permitted, but in its absence, it would be
better to exclude the exempt turnover, so that the limit of Composition turnover de facto
became Rs.1.5 crore. The Hon'ble Minister from Jammu & Kashmir expressed his reservation
on this proposal as it changed the whole scheme of Composition. He warned that if these
proposals were implemented, it could create severe economic problem and would increase the
need for compensation.

15.6. The Senior Joint Commissioner (Commercial Taxes), West Bengal, stated that
Section 10(1) of the CGST/SGST Acts, 2017 provided that the term aggregate turnover
included exempt turnover, and therefore, change in law would be required to exclude the
exempt supplies from the value of aggregate turnover of the Composition dealer. He added
that it would be very difficult for small taxpayers to maintain two different accounts. The
Secretary stated that exempt supplies would be counted towards aggregate turnover but tax
would only be levied on the taxable turnover and the exempted turnover would not be subject
to tax. The Hon'ble Minister from Assam stated that Composition was a voluntary scheme and
if a taxpayer feared an Inspector Raj, he might not opt for Composition scheme. The Hon'ble
Minister from Jammu & Kashmir stated that if the Act had to be changed regarding
Composition scheme, then it would be desirable to increase the annual turnover threshold to
Rs.1.5 crore rather than to create an exemption for the exempt turnover.

15.7. As regards the turnover limit for Composition taxpayers in the Special Category
States, the Hon’ble Ministers from Uttarakhand and Jammu & Kashmir stated that they would
like to increase the annual turnover threshold for Composition scheme in their States to Rs.
one crore. Shri R. Selvam, Commissioner (Excise and Taxation), Himachal Pradesh stated
that his State would increase the turnover threshold for Composition taxpayers from Rs.50
lakh to Rs.75 lakh. He also stated that his State would like to increase the turnover threshold
for taking registration from Rs.10 lakh to Rs.20 lakh. The Hon’ble Minister from Uttarakhand
expressed that his State would also prefer to increase the turnover threshold for registration
from Rs.10 lakh to Rs.20 lakh. The Hon’ble Chairperson stated that this would not be possible
at this stage because the turnover threshold for registration for the Special Category States
was provided in the Law. The Hon’ble Deputy Chief Minister of Manipur expressed to
increase the turnover threshold for Composition taxpayers from Rs.50 lakh to Rs.75 lakh in
his State. Shri Y. Mhathung Murry, Commissioner of Taxes, Nagaland, Shri Hrisheekesh
Modak, Commissioner (Commercial Taxes), Manipur, Ms. Dipa Basnet, Secretary
(Commercial Taxes), Sikkim and the Principal Secretary (Finance), Tripura also expressed to
increase the turnover threshold for Composition taxpayers from Rs.50 lakh to Rs.75 lakh in
their respective States. The Hon’ble Chairperson suggested that the Council may agree with
the proposal to increase the aggregate annual turnover threshold for eligibility for
Composition scheme from Rs.75 lakh to Rs. one crore for normal States and for the two
Special Category States, namely Jammu & Kashmir and Uttarakhand. The Council agreed to
the suggestion. He further suggested to increase the aggregate annual turnover threshold under
Composition scheme for Special Category States other than Jammu & Kashmir and
Uttarakhand from Rs. 50 lakh to Rs. 75 lakh. He also suggested that the issue regarding
excluding the turnover of exempted goods from the total turnover threshold for levying tax
under the Composition Scheme could be examined by a Group of Ministers to be constituted
by him and they could submit their recommendation in two weeks. The Council agreed to
these suggestions.
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15.8. The Hon’ble Deputy Chief Minister of Delhi stated that increasing the turnover limit

from Rs.75 lakh to Rs. one crore would not be very beneficial as it would cover only a small
number of taxpayers. He stated that he had flagged an issue regarding Composition in the 16"
Meeting of the Council (held on 11 June 2017) and he would like to reiterate the same.
He pointed out that in his State, out of 4.5 lakh registered taxpayers, only 18,000 were in the
Composition scheme. He stated that the coverage of taxpayers under the Composition scheme
was very limited as its benefit was available only to those who made intra-State supplies. He
stated that there was large scale movement of goods between Gurugram and Delhi even by
small dealers and the number of taxpayers making supplies within the State only was very
limited. He proposed that Composition scheme should also be allowed for taxpayers making
inter-State supplies. The Hon’ble Deputy Chief Minister of Bihar supported this proposal and
observed that due to such limitations, only 15 lakh taxpayers had opted for this scheme. He
stated that it was rather odd that under the old VAT Composition scheme, even inward inter-
State purchases were not allowed and that though this was allowed under the GST
Composition scheme, the outward inter-State supplies should also be allowed to make the
Composition scheme more popular. He also suggested that no upward limit of turnover should
be provided for Composition in the GST Law to give flexibility to the Council to increase the
Composition limit as per the requirement. The Hon’ble Minister from Jharkhand supported
the proposal to allow Composition scheme for taxpayers making inter-State supplies.

15.9. The Hon’ble Ministers from Jammu & Kashmir and Andhra Pradesh did not support the
proposal to allow Composition scheme to taxpayers making inter-State outward supplies. The
CCT, Manipur did not support the proposal to allow the benefit of Composition scheme to
taxpayers making outward inter-State supplies and stated that this would go against the
interest of small States. The Principal Secretary (Finance), Tripura also supported this view.
The Hon’ble Minister from Mizoram pointed out that the present agenda was only in respect
of increasing the turnover threshold for Composition scheme and not to relax the provision of
Section 10(2)(c) of the CGST/SGST Acts, 2017, which prohibited Composition taxpayers to
make inter-State outward supplies. The Hon'ble Minister from Assam stated that the North-
Eastern States would lose revenue if benefit of Composition scheme was extended to inter-
State supply of goods as these States mostly got goods from the neighbouring bigger States
like West Bengal and there was hardly any reverse supply from the North-Eastern States to
the bigger neighbouring States. He stated that if such a provision was introduced in the law,
there should be a provision for its review after five years once the scheme of compensation to
the States for loss of revenue came to an end.

15.10. Shri Ritvik Pandey, CCT, Karnataka stated that for supplies made by a normal tax
payer, under destination principle, the tax travels to the consuming State when input tax credit
is utilised by the seller. For Composition tax payers, as tax was not on supplies but on
turnover, no input tax credit was available and therefore taxes paid by Composition taxpayers
would get trapped in the origin State. The Hon’ble Chairperson observed that the destination
State would also gain tax for supplies made by Composition taxpayers located there and
therefore the gains and losses could average out in the long run. He further observed that
small taxpayers in any case paid very small amount of tax. The Hon’ble Chairperson
suggested that the issue whether Composition scheme can be extended to taxpayers making
inter-State outward supplies of goods could also be examined by the proposed Group of
Ministers (GoM). The Council agreed to this suggestion.
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15.11. Shri V.K. Garg, Advisor (Finance), Government of Punjab stated that the Council
could also use the power of exemption vested under Section 11 of the CGST/SGSC Acts to
exempt supplies on the basis of certain conditions without calling it a Composition scheme.
He stated that the Council could use this provision to expand the eligibility of Composition
scheme for inter-State supplies and to also permit supply of services up to a value of say
Rs. one lakh per annum to a Composition taxpayer. The Senior Joint Commissioner
(Commercial Taxes), West Bengal, stated that to allow Composition taxpayers to make inter-
State outward supplies, Section 10 of the CGST/SGST Act, 2017 would need to be amended
rather than to use some other provision of law. He further stated that the aggregate turnover
included exempt supplies and if this was not to be subject to tax under the Composition
scheme, an amendment to Section 10 of the CGST/SGST Acts, 2017 would be required. He
added that the demand of small taxpayers was only to keep the rate of tax low. The Hon'ble
Chairperson observed that Section 10 of the CGST/SGST Acts, 2017 contained a prohibition
regarding inter-State supplies by Composition taxpayers and it was debatable whether this
prohibition could be part of exemption under Section 11 of the CGST/SGST Acts, 2017, as
generally a specific provision of law could not be over-ruled by a general provision. The
Advisor (Finance), Government of Punjab stated that a rate of tax could be specified subject
to certain conditions and this could be worded as a decision of the Council.

15.12. The Hon'ble Minister from Punjab suggested that the exemption limit for services for
the Composition dealers should be Rs.5 lakh. He also suggested to collect tax on maximum
retail price (MRP) in some sectors like telecommunication where taxing supply of vouchers at
each stage was bringing an additional 25 to 30 lakh people with small turnover in the tax net.
The Advisor (Finance), Government of Punjab pointed out that the definition of aggregate
turnover in Section 2(6) of the CGST/SGST Acts included all taxable supplies but excluded
CGST, SGST, etc. He stated that this exclusion did not cover the earlier tax like VAT and as a
result, the aggregate turnover of Composition taxpayers in the first year would be inclusive of
VAT and as a result, their de facto turnover for benefit of Composition scheme in the first
year would continue to be Rs.75 lakh (even when it is increased to Rs. one crore) in the first
year. He suggested to clarify this issue.

15.13. The Hon’ble Deputy Chief Minister of Bihar stated that entities in the MSME (Micro
Small and Medium Enterprises) sector availing the Composition scheme also made supplies to
registered entities and there should be a provision that the registered buyers should be able to
take input tax credit of the purchases made from Composition taxpayers. He suggested that
purchases from Composition taxpayers in MSME sector should be allowed 2% input tax
credit and they should have a simplified one-page return like the Saral Form of Income Tax.
He suggested that a Committee could be formed to simplify the forms and to seek minimal
data. He also suggested that the exemption limit for purchases under reverse charge
mechanism should be increased from Rs. 5,000 to Rs. 15,000. The Hon’ble Deputy Chief
Minister of Gujarat supported the proposal to allow input tax credit on purchases from
Composition taxpayers and observed that in its absence, the registered tax payers were not
buying goods from the small-scale sector. The Hon’ble Minister from Chhattisgarh also
supported this proposal and observed that big industries purchasing from Composition dealers
could not take input tax credit which was a disadvantage for the Composition taxpayers. He
suggested that in the alternative, no tax might be charged on inputs bought by large tax payers
from the Composition taxpayers. The Hon’ble Deputy Chief Minister of Delhi suggested that
input tax credit should be allowed on purchases from Composition taxpayers. The Hon’ble
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Chairperson suggested that the issue whether input tax credit could be made available to
registered persons receiving inward supplies from Composition taxpayers could also be
examined by the proposed Group of Ministers (GoM). The Council agreed to this suggestion.

15.14. The Hon'ble Minister from Kerala stated that no free software had been made
available to small taxpayers as yet. The Hon'ble Minister from Assam suggested that free
software should be available on ‘cloud’ to enable easy download by the taxpayers. The CEO,
GSTN informed that NIC in Bengaluru had developed a free accounting software and given a
demo for the same and that he had requested NIC to make it available countrywide.

15.15. The Hon’ble Deputy Chief Minister of Bihar stated that consumers were still not able
to understand that under GST, hitherto hidden Central Excise duty had become visible. He
suggested that a provision should be introduced that suppliers should quote price as MRP and
CGST and SGST should be mentioned in the invoice after doing the back calculation. He
observed that a large part of opposition to GST would be addressed by this measure. The
Hon'ble Minister from Assam supported this proposal and stated that people had developed a
negative impression of GST because of mention of separate rates for CGST and SGST. The
Hon'ble Minister from Jammu & Kashmir stated that the requirement of declaring MRP and
the GST were two different systems and it would not be possible to reconcile GST with MRP.
He stated that MRP belonged to the pre-GST regime and that the margin of distributors etc.
was taken into account while fixing the MRP. He observed that GST applied at every level of
the retail chain and the perception problem was because a tax of, say 18%, was being charged
on MRP. He suggested that the system of MRP should be abolished in the GST regime. He
added that another concern of the taxpayers was the fear of retrospective inquiry regarding
their turnover in the pre-GST period and suggested that the Council should clarify that
retrospective tax inquiry relating to returns filed during the pre-GST period shall not be
initiated by the Central or State tax administration merely on the basis of returns filed during
the GST period. The Hon'ble Chairperson supported this suggestion. The Council agreed to
this suggestion.

15.16. The Hon'ble Chief Minister of Goa raised another issue regarding HSN Code. He
stated that HSN Code was very confusing for traders due to multiple rate slabs and suggested
that the traders should be exempted from the requirement of declaring HSN Code and that this
should be declared only by manufacturers.

15.17. The Hon'ble Deputy Chief Minister of Gujarat stated that earlier, there was no tax on
textiles and after introduction of GST, goods worth several crore of rupees were lying in
warehouses and transporters were demanding double the charge for transporting such goods.
He stated that the Council should explore some solution to this problem.

15.18. The Hon’ble Minister from Kerala stated that tax rate of 18% on restaurants had
brought a lot of disrepute to GST and it caused additional financial burden to the ordinary
people. He stated that 28% rate of tax on 5-star restaurants was causing large scale shift of
business to Sri Lanka where rate of tax was about 16%. He recalled that the Hon’ble Minister
from Goa had also been consistently raising the issue of high rate of tax on restaurants. He
suggested that there should be a differential rate of tax for air conditioned and non-air-
conditioned restaurants and this would send a message that the Council was responding to the
concerns of people. The Hon’ble Minister from Goa supported this proposal and observed that
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people bad mouthed GST whenever they came out of a restaurant. He suggested that rate of
tax on restaurants should be reduced to 12% as everyone went to restaurants. He added that
Goa was a tourism State where the number of chartered flights had gone up by about 27% but
now tourists were shifting to Dubai, Sri Lanka, Bali etc. The Hon’ble Chairperson observed
that there was an increase of 30% in the export of services sector and hoteliers were adopting
various mechanisms to pay tax in the lower slab of 12% by keeping the room tariff at less than
Rs. 7500/- per night. One such method was to charge for breakfast separately from the room
rent. The Hon’ble Minister from Goa reiterated that rate of tax on restaurants should be
reduced.

15.19. The Hon’ble Minister from Karnataka stated that the provision of splitting the tax rate
for air conditioned and non-air-conditioned parts of the restaurant was a legacy of service tax
regime and should be discontinued. The Hon’ble Chairperson stated that data of tax on
restaurants could be evaluated before having a relook at the rate of tax on restaurants. The
Hon’ble Minister from Karnataka stated that perception about GST was important and for a
restaurant having air conditioned and non-air-conditioned portion, tax should be charged at
the rate of 18% if the bill was raised from the air-conditioned part of the restaurant and 12% if
the bill was raised from the non-air-conditioned part of the restaurant. He stated that this
change would generate a lot of good will for GST amongst the consumers. The Hon’ble
Minister from Goa stated that this meeting should send a message that the Council cared for
the common people. The Hon’ble Ministers from Tamil Nadu and Odisha supported the
proposal made by the Hon’ble Ministers from Kerala and Goa. The Hon’ble Chairperson
suggested that the proposed Group of Ministers tasked to look into the Composition issues
could also examine the rate of tax on restaurants. He stated that a uniform rate of tax of 12%
with input tax credit could cause revenue loss because aerated drinks attracted tax at the rate
of 43% and this could lead to greater compensation requirement for the States. The Hon’ble
Minister from Goa stated that input tax credit could be denied to the restaurant but the rate of
tax should be kept at 12% to give due deference to public perception. The Hon’ble
Chairperson stated that revenue was as important as public perception as the government had
to fulfil several obligations including payment of salaries. The Hon’ble Minister from Kerala
stated that a person going for a cup of tea in a restaurant also had to pay tax at the rate of 18%
which created a very bad image for GST. The Hon’ble Deputy Chief Minister of Delhi stated
that as the annual turnover for Composition had gone up to Rs. 1 crore, its implication on
restaurants could be examined first. The Hon’ble Minister from Kerala stated that the revenue
earned from restaurant was not significant and new registrations for restaurants were minimal.
After further discussion, the Council agreed that the proposed Group of Ministers would also
examine the tax structure of different categories of Restaurants, with a view to their possible
rationalisation/reduction.

Agenda item 6(ii): Proposal for quarterly filing of returns along with quarterly payment
of taxes by taxpayers having annual turnover up to Rs. 1.5 crore

16. The Commissioner (GST Policy), CBEC stated that it was proposed to introduce
quarterly filing of returns (GSTR- 1, 2 & 3) along with quarterly payment of taxes for
taxpayers having annual turnover of up to Rs. 1.5 crore in the previous year. He added that
taxpayers having annual turnover of more than Rs. 1.5 crore would continue to file monthly
returns (GSTR- 1, 2 & 3) and pay monthly tax. He stated that GIC could be authorized to
approve the changes in the CGST/SGST Rules, 2017 required to implement this proposal as
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may be recommended by the Law Committee. He stated that this step would help provide
relief to a large number of taxpayers (around 85% contributing not more than 6% of the total
revenue) from the onerous responsibility of filing monthly returns and would also
substantially reduce the stress on the IT system.

16.1. The Commissioner (GST Policy), CBEC informed that this proposal was discussed in
the meeting of the Officers on 5 October 2017 and several modifications were suggested to
this proposal. The suggested changes were: (i) Option may be given to small taxpayers to file
monthly return; (ii) ITC on purchases from such taxpayers may be permitted monthly;
(iii) GSTR-3B may continue to be filed by all taxpayers for the month of December, 2017 as
announced earlier; (iv) Cycle for July, 2017 returns may be completed by all taxpayers
(including those taxpayers having an annual turnover of up to Rs.1.5 crore in the previous
year) as announced earlier; (v) Dates for August and September, 2017 Return filing may be
announced after seeing experience from July cycle; (vi) Quarterly returns for small taxpayers
may start from quarter starting October, 2017; (vii) Last date for filing of GSTR-4 for the first
quarter may be 15 November, 2017; (viii) Last date for filing of GSTR-6 for July, August and
September, 2017 may also be 15 November, 2017. He stated that this would help GSTN and
all other partners to make necessary changes in software. He added that GSTN had informed
that FORM GSTR-4 and GSTR-6 would be available by 03 November, 2017 and 23 October,
2017 respectively.

16.2. The Hon’ble Minister from Chhattisgarh supported this proposal and suggested to
further enhance the value of turnover of taxpayers eligible to file quarterly return. The
Hon’ble Deputy Chief Minister of Delhi supported the proposal of quarterly return for small
taxpayers. However, he observed that as these taxpayers were also supplying to each other,
this provision could lead to complication and suggested that quarterly return should be
introduced for all taxpayers while tax should be paid monthly. The Secretary stated that the
GST design was such that the tax could not be paid without filing return. The Hon’ble
Minister from Uttarakhand supported the proposal of quarterly return filing for all taxpayers.
The Hon’ble Chief Minister of Goa also suggested that all returns should be filed on quarterly
basis and payment of tax should be done on monthly basis. The Secretary stated that the
proposal to have quarterly return for all taxpayers was discussed during the meeting of the
Officers on 5 October 2017 but several complications were identified. For instance, this would
require continuance of GSTR-3B on monthly basis and would also require tallying the figures
in the returns filed under GSTR-3B and GSTR-3 and demanding tax on any shortfall between
the two. He informed that all this would be a big exercise. He informed that due to these
complications, the experience of States was that no interest could be recovered under the VAT
regime for short payment of tax. The Commissioner (GST Policy), CBEC stated that if return
was made quarterly for all taxpayers, then IGST settlement would also have to be done only
on quarterly basis. The CCT, Karnataka stated that the smaller taxpayers with annual turnover
below Rs.1.5 crore accounted for only 6%-7% of tax collection and hence, their input tax
credit contribution would also be around 6%-7%. Input tax credit matching for such taxpayers
could be postponed to quarterly basis. He added that it would not be advisable to postpone
matching of input tax credit for big taxpayers from monthly to quarterly cycle. The Hon’ble
Ministers from Kerala, Punjab, Haryana, Karnataka, Andhra Pradesh and Odisha supported
the proposal to file quarterly return for taxpayers having annual turnover up to Rs.1.5 crore.
The Hon’ble Deputy Chief Minister of Bihar stated that during the VAT regime, in his State,
return was filed quarterly but tax was paid on monthly basis. He suggested that taxpayers with
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turnover of up to Rs.5 crore should file quarterly return with monthly payment of tax and
taxpayers with turnover above Rs.5 crore should file monthly return. The Hon’ble
Chairperson observed that, as stated by the Hon’ble Minister from Jammu & Kashmir, it
would not be advisable to make too many categories of taxpayers for compliance.

16.3. The Hon’ble Chief Minister of Puducherry stated that the small taxpayers were
finding the return filing to be highly cumbersome and they were forced to employ a person
permanently to submit return. He supported the proposal of filing quarterly return by small
taxpayers but suggested that payment of tax should be done on monthly basis so that the small
taxpayer did not keep the tax collected from the buyer with himself for three months. The
Hon'ble Minister from Telangana supported the proposal. The Hon'ble Minister from Madhya
Pradesh supported the proposal of filing quarterly return for taxpayers with turnover up to
Rs.1.5 crore per annum and suggested that this could be implemented from 1 October, 2017.
The Senior Joint Commissioner (Commercial Taxes), West Bengal supported the proposal of
filing quarterly return for taxpayers with turnover up to Rs.1.5 crore per annum by using the
enabling provision under Section 148 of the CGST/SGST Acts, 2017.

16.4. The Hon’ble Deputy Chief Minister of Delhi stated that this proposal would make the
working of input tax credit more complex as big taxpayers would not be able to take credit of
the taxes paid on purchases from small taxpayers. The Secretary explained that under the Law,
credit could be taken by the big taxpayers upon their own declaration and the matching could
be done subsequently when the small taxpayer filed his quarterly return. The Hon’ble Minister
from Kerala supported the proposal of quarterly return and quarterly tax payment for
taxpayers with turnover up to Rs.1.5 crore. He cautioned that quarterly return should not be
introduced for bigger taxpayers as it would then lead to breakdown of the self-policing
mechanism provided for under GST. The Secretary suggested that the taxpayers with annual
turnover below Rs.1.5 crore may file GSTR-3B only till September, 2017 instead of till
December, 2017 as proposed during the officers meeting held on 5 October, 2017 and from
October, 2017, they could switch to quarterly filing of Returns.

16.5. The Hon'ble Chairperson observed that most of the States supported the proposal of
filing quarterly Returns and quarterly payment of tax by taxpayers having annual turnover up
to Rs.1.5 crore and filing monthly Returns and monthly payment of tax for taxpayers having
annual turnover above Rs.1.5 crore. He suggested that the Council may approve the same. The
Council approved this proposal. The Council also approved the proposals at paragraph 16.1
with the modification that for small taxpayers with annual turnover of less than Rs.1.5 crore, a
view regarding GSTR 3B filing for months beyond September, 2017 could be taken after
evaluating the experience of filing return cycle of GSTR 1, 2 and 3 for the month of July,
2017 (likely to be completed by 10 November, 2017). The CEO, GSTN, stated that this
decision would require changes in software as different categories of taxpayers would file
returns in different cycles and the big taxpayers would always need to add their purchases
from small taxpayers (with annual turnover below Rs.1.5 crore) in their GSTR-2. He stated
that the impact of this change on the other parts of the software would require a thorough
review and the changes in software would take between 8 to 10 weeks to implement. The
Secretary observed that the changes might not be major and only change of dates were to be
made in the software. The Chairman, GSTN, suggested that staggered dates for different
categories of taxpayers should be prescribed for filing of GSTR-1, GSTR-2 and GSTR-3. The
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Secretary stated that the Law Committee could examine this suggestion. The Council agreed
to this suggestion.

Agenda item 6(iii): Proposal for suspension of application of provisions of sub-section (4)

of section 9 till 31March, 2018

17. The Commissioner (GST Policy), CBEC stated that this agenda item proposed
suspension of application of provisions of sub-section (4) of Section 9 till 31 March, 2018. He
added that in the meeting of the officers held on 5 October 2017, it was felt that this would
also be required for section 5(4) of the IGST Act. He explained that the provision had
virtually eliminated the exemption limit provided to the small taxpayers and increased
compliance for larger taxpayers. He added that establishments making small quantity of
taxable supplies but substantial quantity of exempt supplies (e.g. educational and religious
institutions) were adversely affected. He stated that the provision of exempting purchases up
to Rs. 5,000 per day from the purview of this Section was also proving to be difficult to
implement as many entities had several business locations in one State. He also explained that
the Union Law Ministry had suggested to prescribe an end date for suspension. This provision
brought huge compliance burden without commensurate benefits. He stated that the proposed
suspension of this provision would give trade and industry time to acclimatize itself with the
GST system and allow its compliance matrix to get stabilized.

17.1.  The Hon’ble Deputy Chief Minister of Delhi suggested that Section 9(4) of the
CGST/SGST Act should be repealed altogether. The Hon’ble Minister from Jammu &
Kashmir stated that while drafting the GST Law, some provisions were kept in the current
shape on the consideration that any possibility of leakage of revenue could be addressed
through reverse charge mechanism under Section 9(4). He supported the proposal to suspend
this provision up to March, 2018 but not to repeal it. The Hon’ble Deputy Chief Minister of
Bihar stated that there was a strong opposition to this provision in his State and it should be
suspended for a year or two till GST stabilised. The Hon’ble Chairperson stated that the
provision of reverse charge mechanism would check cash transactions. The Hon’ble Chief
Minister of Goa supported the proposal to repeal the provision under Section 9(4) of the
CGST/SGST Acts, 2017 and observed that easier ways should be found to check cash
transactions. He suggested that one alternative mechanism could be to make a voluntary
Composition scheme for micro sector with an annual filing of return and payment of 0.1% tax
on their turnover. He added that such units should remain exempt from the provisions of
Section 9(4) of the CGST/SGST Act. He suggested that the provision of reverse charge
mechanism should be suspended till 31 March 2018 and alternate mechanisms could be
considered during this period. The Hon'ble Minister from Madhya Pradesh suggested not to
implement the reverse charge mechanism. The Hon’ble Minister from Kerala did not support
the proposal to repeal the provisions of Section 9(4) of the CGST/SGST Acts, 2017 and
observed that in its absence, GST would effectively become VAT on the total value of
transaction. He supported the proposal to suspend this provision as a temporary measure. The
Hon'ble Minister from Telangana also supported a temporary suspension of reverse charge
mechanism.

17.2.  The Advisor (Finance), Government of Punjab, stated that reverse charge mechanism
had certainty of levy for goods but its applicability was uncertain in many cases in the
services sector. He gave an example of an unregistered person providing free software to a
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registered recipient on the condition that the recipient would not share it with anyone else.
This amounted to agreeing to not doing something which was also a supply of service by the
unregistered person to the registered person making the latter liable to tax under reverse
charge mechanism. He stated that because of such uncertainties, large taxpayers were shy of
making purchases from smaller taxpayers. The Senior Joint Commissioner (Commercial
Taxes), West Bengal recalled that originally, the reverse charge mechanism under Section
9(4) of the CGST/SGST Acts, 2017 was meant only for Composition taxpayers buying from
unregistered persons but the Council took a considered decision to apply it to all taxable
persons. He pointed out that when small taxpayers raised objection, daily purchases up to Rs.
5,000 from one or more unregistered persons by a registered person had been exempted from
this provision. He suggested to raise this limit to Rs. 10,000 to provide more cushion to the
small and medium enterprises instead of removing the provision of reverse charge
mechanism. The Hon'ble Minister from Andhra Pradesh supported this proposal.

17.3.  The Hon'ble Ministers from Haryana and Assam supported the proposal to suspend
reverse charge mechanism till 31 March, 2018. The Hon'ble Minister from Haryana added that
the basic purpose of this provision was to expand the tax base and the original design of GST
should be maintained. The Commissioner (GST Policy), CBEC stated that this proposal also
applied to suspending the application of reverse charge on Composition taxpayers for
purchases from unregistered persons.

17.4. The Hon'ble Chairperson suggested that keeping in view the discussions, the
provision of reverse charge mechanism under Section 9(4) of the CGST/SGST Acts, 2017 and
Section 5(4) of the IGST Act, 2017 could be suspended till 31 March, 2018 for all categories
of registered persons including Composition taxpayers. In the meantime, the scheme could be
reviewed by the new Law Review Committee constituted to review the changes required in
the law. The Council agreed to this suggestion.

Agenda item 6(iv): Proposal for deciding the date for the operationalization of
provisions of nationwide e-Way bill

18. The Commissioner (GST Policy), CBEC stated that the Council may decide the date
of operationalization of provisions of nationwide e-Way bill. He informed that in the meeting
of the Officers held on 5 October 2017, GSTN was requested to inform about the dates from
which software would be made available. He stated that the taxpayers were already facing
challenges in complying with the existing compliances and overloading them with this
measure might only increase their dissatisfaction with the system. He added that the software
for e-Way bill was likely to take at least one more month to be ready and then it was to be
tested.

18.1. The Hon’ble Minister from Chhattisgarh stated that e-Way bill was a barrier to trade
and it should be dispensed with. The Hon’ble Chief Minister of Goa also suggested not to
have an e-Way bill system as this could lead to different types of problems and would become
like check posts. The Hon’ble Minister from Kerala stated that e-Way bill system was very
important and delay in its implementation was very unfortunate. He stated that as software
had already been developed by NIC in Karnataka and its implementation was held up due to
procurement of hardware, those States could start implementation that already had the
requisite hardware. The Hon’ble Chief Minister of Puducherry stated that e-Way bill should
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be implemented at the earliest possible. The Commissioner (Commercial Taxes), Manipur
also stated that the e-Way bill should be implemented at an early date. The Hon'ble Minister
from Madhya Pradesh stated that e-Way bill should be implemented after the software was
developed. The Hon'ble Minister from Punjab suggested that the e-Way bill should be
implemented from 1 April, 2018 on goods which are prone to evasion. The Senior Joint
Commissioner (Commercial Taxes), West Bengal, stated that e-Way bill system should not be
introduced until the existing glitches in the System relating to registration, return and payment
were successfully addressed. The Hon'ble Minister from Odisha stated that e-Way bill system
should be studied properly before its implementation. The Hon'ble Minister from Haryana
stated that e-Way bill system should be introduced as soon as possible and that his State was
suffering tax evasion in its absence.

18.2. The Hon'ble Minister from Karnataka stated that in their experience, e-Way bill
system reduced harassment. He observed that it was a very simple procedure where supplier
of goods requiring e-Way bill has to register, fill up 6 or 7 mandatory fields and the vehicle
number, and generate an e-Way permit. On being stopped, the transporter only needed to
show e-Way permit which could also be carried on a mobile phone. He stated that as per the
experience in his State, only 2% of e-Way permits were checked and physical examination of
goods was only about 0.2% while rest of the goods moved without any interference from the
tax administration. He observed that e-Way bill system would improve the climate of
compliance without extra exertion by the tax administration and that the system would be
further streamlined after installation of RFID (Radio Frequency Identification). He stated that
this simple mechanism would encourage the taxpayer to comply with the law and this would
also help to expand the tax base. The Hon’ble Deputy Chief Minister of Gujarat stated that the
e-Way bill system was in vogue during the VAT regime also and that while taxpayers should
be extended easier compliance, revenue should also be protected. He added that if
manufacturing States lost revenue, other States would also lose revenue. He emphasised that
e-Way bill system should be introduced at the earliest.

18.3. The Hon'ble Minister from Assam stated that a timeline should be indicated by when
the e-Way bill system would be ready. He observed that e-Way bill system would be a good
instrument to check evasion which was going on in large scale today. The Hon'ble Minister
from Andhra Pradesh stated that national e-Way bill system should be introduced at an early
date. The Hon'ble Deputy Chief Minister of Bihar stated that presently, in his State, e-Way
bill system was required for intra-State movement of goods of value more than Rs.2 lakh and
inter-State movement of goods of value more than Rs. 50,000. He stated that a national e-Way
bill system should be implemented quickly. The CEO, GSTN stated that the hardware for the
e-Way bill system was expected by the end of October, 2017 and the earliest that they could
implement e-Way bill system was from 1 December, 2017. He suggested to introduce the
e-Way bill system from 1 January, 2018 after a month of beta testing. The Hon'ble Minister
from Karnataka suggested to roll out e-Way bill system from one State, and then scale it up to
4-5 States by 1 November, 2017.

18.4. The Hon'ble Chairperson suggested that e-Way bill system could be rolled out from 1
January, 2018 in a staggered manner in State after State and could be implemented across the
country from 1 April, 2018. The Council agreed to this suggestion.

19. For agenda item 6, the Council took the following decisions:
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(i) To increase the aggregate annual turnover threshold for eligibility under the
Composition scheme from Rs. 75 lakh to Rs. one crore for normal States and for two Special
Category States, namely Jammu & Kashmir and Uttarakhand;

(ii) To increase the aggregate annual turnover threshold for eligibility under the
Composition scheme from Rs. 50 lakh to Rs. 75 lakh for Special Category States other than
Jammu & Kashmir and Uttarakhand;

(iii) A Group of Ministers to be constituted by the Hon’ble Chairperson to examine the
following issues and submit its recommendations in two weeks:

(a) whether to exclude the turnover of exempted goods from the total turnover
threshold for levying tax under the Composition Schemes;

(b) whether Composition scheme can be extended to taxpayers making inter-State
outward supplies of goods;

(c) whether input tax credit can be made available to registered persons receiving
inward supplies from Composition taxpayers;

(d) to examine the tax structure of different categories of Restaurants, with a view to
their possible rationalisation/reduction;

(iv) Retrospective tax inquiry relating to returns filed during the pre-GST period shall not
be initiated by the Central or State tax administration merely on the basis of returns filed
during the GST period;

(v) Taxpayers having annual turnover of up to Rs.1.5 crore in the previous year to file
quarterly Returns and make quarterly payment of tax and taxpayers having annual turnover
above Rs.1.5 crore to file monthly returns and make monthly payment of tax as well as the
following:

(a) Option to be given to small taxpayers to file monthly return;

(b) ITC on purchases from such taxpayers to be permitted monthly;

(©) For supplies up to the month of December 2017, GSTR-3B to be continued to
be filed by taxpayers with annual turnover above Rs. 1.5 crore as announced
earlier. For small taxpayers with annual turnover below Rs.1.5 crore, a view
regarding filing of GSTR-3B for months beyond September, 2017 to be taken
after evaluating the experience of filing of return cycle of GSTR-1, GSTR-2
and GSTR-3 for the month of July, 2017 (likely to be completed by 10
November, 2017);

(d) Cycle for July, 2017 returns to be completed by all taxpayers as announced

earlier;

(e) Dates for August and September, 2017 return filing to be announced after
seeing experience from July cycle;

€3] Quarterly returns for small taxpayers to start from quarter starting October,

2017;

(2) Last date for filing of GSTR-4 (for compounding taxpayers) for the first
quarter shall be 15 November, 2017;

(h) Last date for filing of GSTR-6 (for Input Service Distributors) for July,

August and September, 2017 shall also be 15 November, 2017; /
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(vi)  The existing Law Committee to examine the possibility of prescribing staggered dates
for filing GSTR-1, GSTR-2 and GSTR-3 for different categories of taxpayers;

(vii)  To suspend the application of reverse charge mechanism under Section 9(4) of the
CGST/SGST Acts, 2017 and Section 5(4) of the IGST Act, 2017 till 31 March, 2018 for all
categories of registered persons including Composition taxpayers and during this period, the
scheme shall be reviewed by the new Law Review Committee constituted to review the
changes required in the law;

(viii) To roll out e-Way bill system from 1 January, 2018 in a staggered manner in State
after State and to implement it across the country from 1 April, 2018;

(ix) To make similar changes in SGST Act and UTGST Act, wherever required.

Agenda item 7: Issues recommended by the Fitment Committee for consideration of the
GST Council

Agenda item 7(i): GST Rate in respect of government works contract services having
high labour content

20. Introducing this agenda item, Shri Amitabh Kumar, Joint Secretary (TRU-II), CBEC,
stated that some States had requested to levy tax at the rate of 5% on those works contracts
which had predominantly labour component and the material component was less than 25%.
He stated that the details of various kinds of works provided by the Government of Telangana
were examined and it showed that there were broadly eight categories of works contract
services having varying content of labour and materials. While in the category of Irrigation
and CAD (Command Area Development) i.e. canal works, the effective GST rate seemed to
have gone down vis-a-vis the pre-GST rate, the effective GST rate for another category of
Irrigation and CAD (Earth Works) had gone up by about 11% (Component of earth work in
this work contract as reported by Telangana is 95%). In all other categories, namely, Irrigation
and CAD (Electro mechanical Works, Dams and Barrages, Drinking Water Supply Scheme
etc.), the incidence in the GST regime was less than the cumulative incidence of headline and
embedded taxes in pre-GST regime. He further informed that for other categories of works
contract, for instance, irrigation and CAD (dams and barrages), Drinking Water Supply
Scheme/ Mission etc., the effective GST rate appeared to be less than the pre- GST rate and
that for the following category of works, 12% GST rate could lead to a situation of giving
refunds: (a) Roads and Buildings; (b) Road Renewals; (¢) Bridge Works. He further informed
that a communication had been received from the State of Tamil Nadu stating that works
contracts which involved material component less than 25% of the contract value, for
instance, digging of canals, deepening of ponds/lakes/other lake bodies, the rate may be 5%,
provided the work is executed by using own labour but if the labour is supplied by the
manpower supplier, then the GST rate for contracts involving material component less than
25%, should be 12%. He stated that it was proposed that the rate of tax in case of works
contract services involving predominantly earth works (that is, constituting more than 75% of
the value of the works contract) supplied to the Central Government, the State Governments,
local authority or a governmental authority may be reduced to 5%. He added that if the agenda
note for extending the reduced rate on specified works contract services to Central
Government, State Government, local authority or Governmental authority to a “Government
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Entity” [agenda item 7(ii)] was approved, reduced rate on works contract service covered by
this proposal would also be available to Government Entity.

20.1. Initiating the discussion, the Hon'ble Minister from Madhya Pradesh suggested that
high labour content should be defined where the material component was less than 33%. The
Hon'ble Minister from Jammu & Kashmir stated that if material component was kept at 25%
and even if these attracted tax at the rate of 28%, there would be no outgo of refund but
increasing the material component to 33% would lead to a situation of refund. The Secretary
stated that this issue had been carefully considered by the Fitment Committee and the Council
should go by its recommendation.

20.2.  After discussion, the Council agreed that the rate of tax in case of works contract
services involving predominantly earth works (that is, constituting more than 75% of the
value of the works contract) supplied to the Central Government, State Governments, local
authority or a governmental authority shall be reduced to 5%. In view of decision in respect
of agenda item 7(ii), this reduced rate on works contract service would also apply to
Government Entity.

Agenda item 7(ii): Definition of Governmental Authority and GST on Government

Grants

21 Introducing this agenda item, Joint Secretary (TRU-I1), CBEC, recalled that in the 21*
Meeting of the Council (held on 9 September, 2017), the State of Gujarat had pointed out that
the existing definition of Governmental Authority was limited to those authorities which have
been entrusted with the functions of municipality under Article 243W of the Constitution and
that reference to authorities entrusted with the functions assigned to Panchayat under Article
243G of the Constitution was missing. Consequently, the above-mentioned works contract
services provided to a body which has been entrusted with the functions of a Panchayat may
not be able to get the benefit of the lower rate of GST of 12%. He stated that another issue
raised in the 21* Meeting of the Council was that instead of equity of 90%, any authority with
51% or more of Government equity should be considered a Governmental authority. In this
regard, he pointed out that the benefit of tax exemption from the Service Tax regime was
intended for bodies essentially governmental in nature, carrying out sovereign functions, and
having no or little private equity and extending the benefit of tax exemption to
corporations/companies having substantial private equity participation would enrich such
private equity investors at the cost of the Government exchequer. He suggested that the
requirement of 90% or more participation of Government by way of equity or control should
not be diluted. He stated that another issue raised during the 21* Meeting of the Council was
that the Governmental Authority should include all corporations, boards, statutory bodies
which receive budgetary grants as also the SPVs (Special Purpose Vehicles) set up by
Governments for carrying out Government Construction Works. In this regard, he pointed out
that the definition of Governmental Authority, as it exists in Section 2(16) of the IGST Act,
and as proposed to be included in the notifications includes “...Authority or a Board or any
other body ...” Thus, it already covered all corporations, boards, statutory bodies, SPVs which
meet other requirements of the definition and hence no amendment needed to be carried out in
the definition on this count.
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21.1. He further pointed that the words “Central Government, State Government, Union
Territory, local authority” appeared to have been omitted in Serial No.5 of Notification
12/2017-CT (Rate) dated 28.06.2017, and that the corresponding Service Tax exemption
(Notification No. 25/2012-ST, SI. No. 60 dated 20.06.2012) covered services provided by
Central Government, State Government, Union territory, local authority as well as
governmental authority. He informed that the Law Committee had recommended to modify
the Entry at SI. No. 5 of Notification No. 12/2017-CT (Rate) dated 28.06.2017 and
corresponding IGST, UTGST and SGST notifications accordingly.

21.2. He stated that an incidental amendment connected with reduction in GST rate on
specified works contract services was required to be carried out in paragraph 2 of notification
No. 11/2017-CT dated 28.06.2017 and corresponding IGST, UTGST and SGST notifications.
He explained that the said paragraph provides that “ In case of supply of service specified in
column (3) of the entry at item (i) against serial no. 3 of the Table above involving transfer of
property in land or undivided share of land, as the case may be, the value of supply of service
and goods portion in such supply shall be equivalent to the total amount charged for such
supply less the value of land or undivided share of land, as the case may be, and the value of
land or undivided share of land, as the case may be, in such supply shall be deemed to be one
third of the total amount charged for such supply.” The said paragraph referred to only the
service specified at item (i) against serial no. 3 of the Table of the said notification as at the
time of issue of the said notification, only the service specified therein involved transfer of
property in land or undivided share of land. However, subsequently, works contract services
have been specified at other items against SI. No. 3 at GST rate of 12%, which may involve
transfer of property in land or undivided share of land, such as construction of low cost houses
under scheme of affordable housing in partnership or Pradhan Mantri Awas Yojana. In view
of this, it was proposed that provision in paragraph 2 of notification No. 11/2017-CT dated
28.06.2017 may be made applicable to services specified against serial no. 3 at item (i), item
(iv) [sub-item (b), sub-item (c), sub-item (d)], item (v), [sub-item (b), sub-item (c¢) and sub-
item (d)] and item (vi) [sub-item (c)] in column (3) of the Table of the said notification and
item (vi), [sub-item (c)], involving transfer of property in land or undivided share of land.

21.3. The Joint Secretary (TRU-II), CBEC, further suggested to replace the word
“Government” appearing in column (3) of the entry at item (iii) against serial No. 3 of the
Table in Notification No. 11/2017-CT dated 28.06.2017 (as amended by notification No.
20/2017-CT dated 22.08.2017), with the words “Central Government, State Government,
Union Territory”. He pointed out that in the Finance Act, 1994 (which governed Service Tax),
“government” included Central and State Governments and UTs, while in the
CGST/SGST/UTGST Acts, “government” means only the respective government. He
suggested that corresponding IGST, UTGST and SGST notifications may also be amended
accordingly.

21.4. He stated that another issue covered in this agenda item related to GST on
Government grants and informed that the Law Committee had recommended that grants given
by the Central Government, State Government or a local authority to a government entity
which is set up by an Act of Parliament or State Legislature, or established by any government
with ninety per cent or more participation by way of equity or control, may be exempt under
GST law. He informed that as per the proposal received from the Government of Gujarat, the
State Government had set up various Boards/Corporations/Societies/ Institutes to implement
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various schemes of the Government and to carry out functions on its behalf, such as Gujarat
Medical Services Corporation Limited (GMSCL), Gujarat Rural Industries Marketing
Corporation (GRIMCO), Gujarat Municipal Finance Board (GMFB) etc. Government
provided budgetary grants to these entities which in turn carried out allotted functions using
these grants and it could be argued that the transfer was not solely a transfer of money as
Government was expecting the entity to perform certain activities on its behalf, particularly
keeping in view the fact that business was defined in very broad terms in Section 2(17) of the
CGST/SGST Acts. He stated that the recommendations of the Law Committee could be
accepted with certain modifications as highlighted in bold letters below:

(a) Grants given by Central Government, State Government or a local authority
to a “Government Entity” may be exempt under GST. “Government Entity” may be
defined as an authority or a board or any other body including a society, trust,
corporation which is, -

(i) set up by an Act of Parliament or State Legislature, or

(ii) established by any government,

with ninety per cent or more participation by way of equity or control, to carry out a
Sfunction entrusted by the Central Government, State Government or a local
authority”.

21.5. He stated that it was further proposed that the reduced rate of 12% on specified works
contract services supplied to the Central Government, State Government, Union Territory,
Local Authority and Governmental Authority may also be extended to a Government Entity,
where such specified works contract services have been procured by the government entity in
relation to the work entrusted to it by the Central Government, State Government, UT or
Local Authority.

21.6. The Joint Secretary (TRU-II), CBEC, further stated that the Law Committee had
suggested to examine exempting on-going works contract from GST where services were
provided before 30 June, 2017 and bill was issued after 1 July, 2017, i.e. during GST regime.
He stated that the justification for this proposal was the provision of Section 142(11) (b) of the
CGST/SGST Act, 2017 which stated that notwithstanding anything contained in Section 13,
no tax shall be payable on services under this Act to the extent the tax was leviable on the said
services under Chapter V of the Finance Act, 1994. He pointed out that under Service Tax,
point of taxation arose at the time of the earlier of the two events, time of issue of invoice or
receipt of advance; if invoice was not issued within the prescribed time limit, then Point of
Taxation was date of completion of service. Ongoing works contract services is a kind of
continuous service, which was defined in Service Tax law (Point of Taxation Rules) and in
CGST Act. A harmonious construction of these provisions leads to a conclusion that GST
would not be leviable on that portion of an ongoing works contract, where service tax was
leviable in accordance with the then Point of Taxation Rules. He stated that there did not
appear to be any need for any exemption from GST as this is what section 142 (11) (b) of the
CGST sought to achieve.
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21.7. He stated that keeping in mind the above, the following proposals were placed before
the Council:

(I) For definition of Governmental Authority

(i) To amend the definition of Governmental authority in notification 12/2017-
CT and corresponding IGST, UTGST and SGST notifications as under:

“For the purposes of this notification, the expression “Governmental
Authority” means an Authority or a Board or any other body (i) set up by an
Act of Parliament or a State Legislature or (ii) established by any
Government, with 90% or more participation by way of equity or control, to
carry out any function entrusted to a municipality under Article 243 W of the
Constitution or to a Panchayat under Article 243 G of the Constitution.

(ii) The same definition to be also included in the notification No.11/2017-CT
dated 28.06.2017 and corresponding IGST, UTGST and SGST notifications which, as
amended by notification No. 20/2017-CT dated 22.08.2017, prescribes GST rate of
12% on certain works contract services provided to Governmental Authority.

(iii)  Entry at SI. No. 5 of notification No. 12/2017-CT (Rate) dated 28.06.2017
may be amended along the lines of entry at Sl. No. 4 to include services provided by
Central Government, State Government, Union Territory and local authority in
addition to those provided by governmental authority. Corresponding IGST, UTGST
and SGST notifications may also be amended.

(iv)  Provision in paragraph 2 of notification No. 11/2017-CT dated 28.06.2017
may be made applicable to services specified against serial no. 3 at item (i), item (iv)
[sub-item (b), sub-item (c), sub-item (d)], item (v), [sub-item (b), sub-item (c) and
sub-item (d)] and item (vi) [sub-item (c)] in column (3) of the Table of the said
notification and item (vi), [sub-item (c)], involving transfer of property in land or
undivided share of land.

(v) The word “Government” appearing in column (3) of the entry at item (iii)
against serial No. 3 of the Table Notification No. 11/2017-CT dated 28.06.2017 as
amended by notification No. 20/2017-CT dated 22.08.2017, may be replaced with
“Central Government, State Government, Union territory”. Corresponding IGST,
UTGST and SGST notifications may also be amended accordingly.

II. Exemption from GST on Government grants:

(i) Grants given by Central Government, State Government or a local authority
to a “Government Entity” may be exempt under GST. “Government Entity” may be
defined as an authority or a board or any other body including a society, trust,
corporation which is, -

(i) set up by an Act of Parliament or State Legislature, or

(ii) established by any Government,
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with ninety per cent or more participation by way of equity or control, to carry out a
function entrusted by the Central Government, State Government or a local
authority”.

(ii) The reduced rate of 12% on specified works contract services supplied to the
Central Government, State Government, Union Territory, Local Authority and
Governmental Authority may also be extended to a Government Entity, where such
specified works contract services have been procured by the Government Entity in
relation to the work entrusted to it by the Central Government, State Government,
Union Territory or Local Authority.

21.8. The CCT, Gujarat, stated that the supply made by an entity that received the grant
should be exempted but purchases made by such entities should not be exempt from tax. He
gave an example that if an entity was implementing Sarva Shiksha Abhiyan (SSA), the
stationery, slates, etc. purchased by it for distribution free of cost should be purchased on
payment of tax but when they supplied the services under SSA, the service should be
exempted from tax as these were being supplied out of the grant given by the Government. In
this regard, the Joint Secretary (TRU-II), CBEC, suggested the following formulation for
exemption: ‘Supply of service or goods by a Government Entity to Central Government, State
Government, Union territory, local authority or any person specified by Central Government,
State Government, Union Territory or local authority against consideration received from
Central Government, State Government, Union Territory, or local authority, in the form of
grants.” The Hon'ble Minister from Karnataka stated that his State had set up SPVs which
might not be covered under exemption. The Joint Secretary (TRU-II), CBEC, explained that
this would be covered under the definition of ‘Government Entity’. The Hon'ble Minister
from Jharkhand stated that where a works contract had been entered in April, 2017 (i.e. before
GST) but the bill was raised in October, 2017 (i.e. after GST), the contractor was not in a
position to pay tax at the new rate of 12% when his profit was only around 9%. The Secretary
stated that such contracts would need to be renegotiated taking into account the new tax
liability and that a Committee of officers could be constituted for the same. The Hon'ble
Minister from Punjab suggested to exempt on-going works contract from the new rate of tax.
The Secretary stated that big projects like Sardar Sarovar Dam Project was being built
through an SPV and would need to pay tax at the rate of 12% and continuing with old tax rate
would lead to loss of revenue. The Hon'ble Deputy Chief Minister of Delhi questioned as to
why a Governmental authority should have 10% non-Government equity stake as then profit
to this extent would go to a non-Government entity. The Secretary clarified that this provision
existed under the Service Tax and could be continued under GST.

21.9. After further discussion, the Council approved the proposals at paragraph 21.7 and the
formulation for exemption suggested by the Joint Secretary (TRU-II), CBEC, in paragraph
21.8 above.

Agenda item 7(iii): Rate of tax on car leasing, sale of leased cars, sale of old & used cars
and reverse charge mechanism on sale of used /seized vehicles, scrap etc by Government

Departments

22, Introducing this agenda item, the Joint Secretary (TRU-II), CBEC, stated that
references had been received from the car leasing industry seeking various reliefs, like
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exempting CGST for vehicles leased prior to 1 July, 2017 or to fix a lower rate of tax for on-
going leases as compared to new leases. He stated that some other proposals were to increase
the allowed rate of transitional credit of CGST from 40% to 70%; amend rules relating to tax
invoice and to exempt the existing leases and the subsequent sale of motor vehicles from
Compensation Cess. He stated that the ACS and the CCT, Tamil Nadu, had studied this issue
and submitted a report to the Fitment Committee recommending an enabling provision in the
GST law to extend credit of Central Excise Duty paid on the goods purchased prior to 1 July,
2017 and to grant exemption from Cess. He pointed out that the first option suggested by the
CCT, Tamil Nadu, could not be accepted for various reasons, including the fact that car
leasing companies had claimed depreciation of Central Excise Duty paid on cars, which
precluded them from claiming input tax credit for the Central Excise Duty paid. He stated that
the other available option was to exempt old leases from compensation cess but this option
would benefit the larger and bigger cars (more than 4-metre-long and engine capacity more
than 1500 cc) and would not resolve the issue of smaller cars where the incidence of cess was
1%-3%. He, therefore, suggested the alternative that the rate of GST for old leases could be
65% of the applicable GST rate and Compensation Cess. He stated that this approach would
make the additional tax incidence on smaller cars (below 1200 cc and less than 4 metre) lower
as compared to bigger cars (greater than 1500 cc). He stated that as per this proposal, leasing
for small cars (LPG/CNG/Petrol) would attract tax at the rate of 18.85% as against the present
29% and the combined pre-GST incidence of VAT and Service Tax at the rate of 17% (14.5%
+ 2.5%). He added that leasing of diesel cars (below 1500 cc) would attract tax at the rate of
20.15% as against the present 31% and cars with engine capacity of more than 1500 cc would
attract tax at the rate of 31.2% as against the present 48%. He stated that it was also proposed
that the vehicles covered by such leases (i.e. leases of vehicles purchased and leased prior to 1
July, 2017 and registered as commercial vehicles prior to that date or within 15 days of
leasing), when disposed of/sold shall also be taxed at 65% of the applicable GST plus Cess
rate. i

22.1.  He further stated that the Fitment Committee proposed that the rate of tax should be
extended to old private car leasing (leased prior to 1 July 2017) apart from commercial leased
vehicles with a sunset clause of 3 years from the appointed date (i.e, 1 July 2017) for availing
the reduced rate of tax. He stated that another recommendation was that the sale of second
hand vehicles by a registered person who had procured the vehicles prior to 1 July, 2017 and
had not availed the input tax credit of Central Excise Duty, VAT or any other taxes paid on
such vehicles, should also attract tax at the rate of 65% of the applicable GST and Cess rates.
He added that one more recommendation was that sale by way of auction etc. of used
vehicles, seized goods, scrap, etc. by Government Departments should be taxed on reverse
charge basis, at the hands of the buyer, under Section 9(3) of the CGST Act, 2017 so that
Government Departments did not have to take GST registration only for selling old and used
vehicles, seized goods, scrap, etc.

22.2. He stated that keeping the above in view, the following proposals were made for the
consideration of the Council:

(a) Leasing of vehicles purchased and leased prior to 1 July 2017, may be taxed at
65% of the applicable GST plus Cess rate. This reduced rate would be applicable
for a period of 3 years with effect from 1 July 2017;
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(b) the vehicles covered by the above leases (i.e. leases of vehicles purchased and
leased prior to 1 July 2017), when disposed of/sold shall also be taxed at 65% of
the applicable GST plus Cess rate. This reduced rate would be applicable for a
period of 3 years with effect from 1 July 2017;

(c) sale/supply of vehicles by a registered person, who had procured the vehicle prior
to 1 July 2017 and has not availed input tax credit of Central Excise duty, VAT or
any other taxes paid on such vehicles, would be taxed at 65% of the applicable
GST plus Cess rate. This reduced rate would be applicable for a period of 3 years
with effect from 1 July 2017;

(d) sale by way of auction etc. of used vehicles, seized and confiscated goods, scrap
etc. by Central Government, State Government, Union Territory or a local
authority, to any person, to be subjected to GST under reverse charge under
Section 9(3) of the CGST/SGST Act and Section 5(3) of the IGST Act.

22.3. The Hon'ble Minister from Assam supported the proposals made under this agenda
item. The Hon'ble Minister from Karnataka stated that there would be double benefit under
VAT for those who had earlier taken credit of VAT, as they would also be given the benefit of
reduced tax rate. The Secretary stated that it would not be practical to separate the tax rate for
the Centre and the States. The Hon'ble Minister from Karnataka suggested that Central Excise
credit could be extended for such lease agreement. The Joint Secretary (TRU-II), CBEC,
stated that the time period for availing the credit of Central Excise Duty had lapsed. After
further discussion, the Council approved the proposal made at paragraph 22.2 above.

Agenda item 7(iv): GST on renting of motor cab and transport of passengers by motor
cab services

23; Introducing this agenda item, the Joint Secretary (TRU-I), CBEC, stated that presently
under Notification No.11/2017-Central Tax(Rate) dated 28 June, 2017, the rate of tax for
transport of passengers by motor cab, where the cost of fuel was included in the consideration
charged for the services from the recipient, was 5% without input tax credit (ITC) of goods
and services and 12% with full ITC. Similarly, for renting of motor cab where the cost of fuel
is included in the consideration charged from the service recipient, the rate of tax was 5%
without ITC and 12% with ITC. He stated that several representations had been received to
apply these GST rates not only for transport of passengers by motor cab or for renting of
motor cabs but also for maxi cab, tempo traveller, buses, etc. as the same was permitted earlier
under the Service Tax regime. He stated that the Fitment Committee recommended that the
rate of tax of 5% without input tax credit and 12% with input tax credit as presently applied
for transport of passengers by motor cab or for renting of motor cab may also be applied for
service provided by using any other motor vehicle designed to carry passengers.

23.1. He further stated that representations were received that GST rate of 5% without input
tax credit for renting of motor cabs resulted in cascading of taxes and that in renting of cab
business, there was frequent use of renting of cab service provided by one operator to another.
He stated that another representation was that not allowing credit of tax paid to business
entities on renting of cab service was making such entities unwilling to pay GST at the rate of
12% to rent a cab operator. In view of this, he informed that the Fitment Committee had
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recommended that input tax credit for input service in the same line of business i.e. from
another service provider of transporting passengers in any motor vehicle or renting a motor
vehicle, could be allowed at the rate of tax of 5%. It was also recommended that input tax
credit for renting any motor vehicle or transport of passengers by motor vehicles should be
allowed to a person who supplied either of the service — renting of any motor vehicle or
transport of passengers by motor vehicles.

23.2. He stated that another proposal of the Fitment Committee was to replace the word
“or” appearing as a condition in the Notification No.11/2017-CT(Rate) against some serial
numbers allowing GST at the rate of 5% with the word “and” as in other entries so that no
confusion was created as presently it gave an impression that input tax credit of either goods
or services could be taken at the rate of 5%. The relevant condition requiring amendment is as
below:

“Provided credit of input tax charged on goods or services used in supplying the

service has not been taken™.

23.3. After discussion, the Council agreed to the following proposals:

(i) To apply rate of tax of 5% without input tax credit and 12% with input tax
credit as presently applied for transport of passengers by motor cab or for
renting of motor cab to service provided by using any other motor vehicle
designed to carry passengers;

(i) To allow input tax credit for input service in the same line of business i.e.
from another service provider of transporting passengers in any motor vehicle
or renting a motor vehicle, at the rate of tax of 5%;

(iii)  To allow input tax credit for renting any motor vehicle or transport of
passengers by motor vehicles to a person who supplied either of the service —
renting of any motor vehicle or transport of passengers by motor vehicles.

Agenda item 7(v): Reduction in rate of tax on some Job Work Services

24. Introducing this agenda item, the Joint Secretary (TRU-II), CBEC, stated that
representations had been received from various quarters to reduce the rate of tax on job work
in certain services or to rationalise the rates of tax for different types of job work in the same
sector like printing industry.

24.1. He stated that there was a proposal to reduce the rate of tax on job work services on
imitation jewellery, on the ground of maintaining parity in rates in respect of goods and job
work services. He pointed out that the imitation jewellery industry was labour intensive in
nature (employed about 27 lakh work force where 60% were women) and had a high element
of labour cost (about 50% to 55%) of the total cost of imitation jewellery. There was also a
fear that high rate of tax could make exports internationally uncompetitive particularly vis-a-
vis machine made imitation jewellery from China. He added that in imitation jewellery, value
addition was 300% to 400% while real jewellery had value addition of only 10% to 15%. As
18% rate was applicable on the value addition while 3% rate was applicable to the final value,
there was a possibility of credit accumulation. Keeping this in view, in order to bring parity in
the job work rates for imitation jewellery and precious jewellery, the Fitment Committee had
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recommended to apply the rate of tax of 5% on job work services in relation to all products
falling under Chapter 71.

242. He stated that in respect of papad/appalam/bread and other products, it was
represented that papad falling under Heading 1904 was exempt from tax and the production
process of papad entailed job work, being carried by various women groups, which attracted
tax at the rate of 18% and thus increased the cost of papad because no input tax credit could
be availed on it. He informed that similar request had been received from the Government of
West Bengal to reduce the rate of tax on job work services in relation to bread from 18% to
5%. He pointed out that bread (other than pizza bread) was not taxable under GST but other
types of bread like buns, pizza bread, etc. attracted tax in the range of 5% to 18%. He
informed that representations had also been reccived from job workers manufacturing
cattle/poultry feed on job work basis that the recipients of such supplies (suppliers of
cattle/poultry feed) were contesting tax rate of 18% on such job work service as cattle/poultry
feed falls under Chapter 23 and was exempt from tax under GST. He stated that
representations had also been received from job workers in marble industry to reduce the rate
of tax from 18% to 5% and from job workers in umbrella sector to reduce the tax from 12% to
5%. He added that representations were also received from job workers in packing of
processed milk into packets to reduce the rate of tax on job work from 18% to Nil. He further
stated that representations had also been received from job workers in clay bricks

- manufacturing to reduce the tax rate from 18% to 5%.

24.3. He informed that the issue of having the same rate of tax on job work services in
relation to any goods as that on the (same) goods concerned, was discussed but was not found
acceptable because this would lead to large scale classification disputes in job work services
and potential differential in rate of tax on job work services for intermediate goods and final
goods thus leading to problem of lobbying. He stated that the following rates were proposed
by the Fitment Committee:

(i) To prescribe a rate of 5% on job work services in relation to food and food
products falling under Chapters 1 to 22 of the HS Code;
(ii) To prescribe a rate of 5% on job work services in relation to products falling

under Chapter 23 of the HS code except for dog and cat food put up for retail sale
(Chapter Heading 2309 1000);

(iii)  To reduce the rate of tax on job work services in relation to manufacturing of
umbrellas from 18% to 12% as the rate of tax on umbrella was 12%; and

(iv)  To reduce the rate of tax on job work services in relation to manufacturing of clay
bricks falling under Chapter 6900 0010 from 18% to 5% as the rate of tax on sand
and clay bricks (CTH 6901 0010) was 5%.

24.4. He stated that the Fitment Committee did not recommend reduction in the rate of tax
for job work in marble industry as marble blocks and marble slabs attracted tax at the rate of
12% and 28% respectively and reduction in the rate of tax for job work services might lead to
misuse and loss of revenue.

24.5. He stated that the printing industry had represented to reduce the rate of tax on job
work services as the rate of 18% was too high to bear as compared to pre-GST rate and was
disruptive for MSME industry. It was represented that the printing industry had a large range
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of products like books, newspapers, journals, periodicals, children’s pictures, drawing or
colouring books, maps, atlas, brochures, leaflets, cheque books, wedding cards, tickets,
envelopes, non-corrugated paper or paper board, etc. and all these products attracted different
rates of tax ranging from Nil to 18%. It was represented that if part of the entire process was
outsourced, then the treatment or process applied to another person’s goods would be a supply
of service and could have two variants — first where goods belonged to the printer where he is
eligible to avail input tax credit and second where goods were supplied either by the customer
or the principal manufacturer where the printer would not be eligible for input tax credit. He
also pointed out that the job works service of printing of newspapers, books, journals and
periodicals was kept at a concessional rate of tax of 5%. However, in these cases of printing
where only the content was supplied by the publisher and the physical inputs including paper
used for printing belonged to the printer, then the rate of tax was 12% as the rate of tax on
paper was also 12% and prescribing a lower rate on job work would have resulted in refund of
overflow of input tax credit to the printer. He stated that keeping in view various pros and
cons, the Fitment Committee had proposed the following rates of tax:

(a) GST rate on services by way of printing on job work basis or on goods
belonging to others in relation to printing of all goods falling under Chapters 48 and
49, which attract GST at the rate of 5% or Nil may be prescribed at 5%. (Heading
9988);
(b) GST rate on services by way of printing on job work basis or on goods
belonging to others in relation to printing of all goods falling under Chapter 48 and
49, which attract GST at the rate of 12% may be prescribed at 12% (Heading 9988);
(c) GST rate on services by way of printing on job work basis or on goods
belonging to others in relation to printing of goods falling under Chapter 48 and 49,
other than those covered by (a) and (b) above, may continue at 18% (Heading 9988);
(d) GST rate on services by way of printing in relation to printing of all goods
falling under Chapter 48 and 49, which attract GST at the rate of 5% or Nil, where
only content is supplied by the publisher and the physical inputs including paper used
for printing belong to the printer may be prescribed at 12% [(Heading 9989), item (i)
may be amended accordingly]. [It would not result in ITC overflow as most of the
paper, paperboard attracts GST at the rate of 12%. It would also not result in any tax
disadvantage to the printer because a recipient of such supply having in-house
printing would have also suffered incidence of 12% on paper and paperboard];
(e) GST rate on services by way of printing of all goods falling under chapter 48
and 49 which attract GST at the rate of 12%, where only content is supplied by the
publisher and the physical inputs including paper used for printing belong to the
printer, may also be prescribed at 12%. (It would not result in ITC overflow as most
of the paper, paperboard attracts GST at the rate of 12%).
() GST rate on services by way of printing of all goods falling under chapter 48
and 49 which attract GST at the rate of 18% or above, where only content is supplied
by the publisher and the physical inputs including paper used for printing belong to
the printer, may continue at 18%.
(g) It may be clarified that the supply of books, pamphlets, brochures, envelopes,
cartons, boxes, etc. printed with logo, design, name, address or other content supplied
by the recipient of such printed goods, are composite supplies and the question,
whether such supplies constitute supply of goods or services would be determined on
the basis of what constitutes the principal supply. Principal supply has been defined in
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Section 2(90) of the CGST Act as supply of goods or services which constitutes the
predominant element of a composite supply and to which any other supply forming
part of that composite supply is ancillary. In case of printing of books, brochures,
annual reports, leaflets, pamphlets etc., where only content is supplied by the
publisher and the physical inputs including paper used for printing belong to the
printer, supply of printing of the content supplied by the recipient of supply is the
principal supply and therefore such supplies would constitute supply of service falling
under heading 9989 of the scheme of classification of services. In case of supply of
printed envelopes, letter cards, printed boxes, tissues, napkins, wall paper, etc. falling
under chapter 48 and 49, printed with design, logo etc. supplied by the recipient of
goods but made using physical inputs including paper belonging to the printer,
predominant supply is that of goods and the supply of printing of the content supplied
by the recipient of supply is ancillary to the principal supply of goods and therefore
such supplies would constitute supply of goods falling under respective headings of
chapter 48 and 49 of the Customs Tariff.

24.6. The Joint Secretary, (TRU-II), CBEC, further stated that the hand-made carpet
industry of Uttar Pradesh had represented that in pre-GST period, there was no Central Excise
Duty on carpets but post-GST, there was 12% rate of tax on carpets and 5% on job work
relating to manufacturing of carpets. The industry had pointed out that there were 23
processes involved in making of carpets, namely, spinning, weaving, washing and finishing
activities, which were done by job workers and they were mostly poor, unorganized, illiterate
and home based and it would not be possible for them to comply with GST law. Therefore,
hand-made carpet exporters would not be able to claim refund of GST paid on inputs and
services which would lead to increased cost and make Indian products globally uncompetitive.
He pointed out that the entire textile sector had been exempt from Excise Duty when input tax
credit was not availed and under GST, all textiles, whether hand-made or machine-made, were
charged to tax at the rate of 5% or 12%. The job works services in relation to textile items
attracted 5% tax while it was exempted under Service Tax regime and this 5% GST on job-
work was being agitated by the hand-made carpet industry on the ground of increased cost of
the final products thus making the Indian carpets uncompetitive in global market. He stated
that the Fitment Committee had considered these aspects and recommended to continue with
the existing rate of 5% tax on job work services for making of carpets, as applicable to all
textile goods.

24.7. The Hon'ble Minister from West Bengal stated in his written comments that he
supported the reduction of tax on job work on imitation jewellery to 5% and that thousands of
workers from West Bengal were engaged in job work of imitation jewellery. He further added
that in printing industry, the rate of tax of job work for printing on goods belonging to others
in all cases should be reduced to 5% and where only content was supplied by the publisher
and the printer supplied paper etc., the rate of tax on job work should be 12%.

24.8. The Council agreed to the proposals made at paragraph(s) 24.1, 24.3, 24.4, 24.5 and
24.6 above.
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Agenda item 7(vi): Rate of tax on Works Contract in offshore areas bevond twelve
nautical miles and transportation of natural gas through pipeline

25. The Joint Secretary (TRU-II), CBEC, stated that the rate of tax on works contract in
offshore areas beyond 12 nautical miles was 6% during the pre-GST regime and it had now
gone up to 18%. He stated that these works were carried out for E&P (Exploration and
Production) companies whose output - crude oil and natural gas — was not covered under GST
and hence input tax credit for such works was not available. He informed that the GST
Working Group on Oil and Gas sector had expressed concern over this.

25.1. He pointed out that the area beyond 12 nautical miles was beyond the jurisdiction of
States, and therefore, VAT was not applicable on the same and only Service Tax of 6% was
charged. He, therefore, recommended that works contract in offshore areas beyond 12 nautical
miles may be taxed at the rate of 12% instead of 18%.

25.2. He stated that another issue was that during pre-GST regime, transportation of natural
gas through pipeline attracted Service Tax at the rate of 15% with full input tax credit. He
stated that now all forms of natural gas were outside GST. The Sectoral Group on Oil and Gas
had pointed out that transportation of goods by road and rail attracted lower GST rate of 5%
because input tax credit for petrol/diesel was not available and that the case was similar to that
of transportation of natural gas through pipeline as no input tax credit of tax paid on the same
could be availed because natural gas was outside the purview of GST.

25.3. He stated that in view of above, there was justification to reduce the rate of tax on
transportation of natural gas through pipeline from 18% to 12% with input tax credit and to
give an option to tax the same at the rate of 5% without input tax credit. He further pointed
out that input tax credit on pipeline was not admissible under GST law as it amounted to
immovable property under Section 17 of the CGST/SGST Acts, 2017. In view of the above,
he proposed the following:

(i) GST be levied at the rate of 12% on works contract services and associated
services in respect of E&P (Exploration and Production Companies) in respect of
offshore works in the area beyond 12 nautical miles;

(ii)  GST be levied at the rate of 12% with ITC OR 5% without ITC for transportation
of natural gas through pipeline.

25.4. The CCT, Karnataka suggested that the option of 5% rate of tax might not be given.
The Secretary stated that as there was no GST on output, to prevent cascading, this option was
required to be given. The CCT, Karnataka stated that pre-GST also, there was cascading in
this sector. Shri P.K. Jain, DG (Audit), CBEC, stated that the rate of tax for transport service
by road was 5%, and through pipeline, it was 18% and the Government policy was that more
and more transportation should be encouraged through pipeline in view of environmental
concern. The Secretary stated that if the rate of tax was 5% on all modes of transport, then the
same rate of tax should apply on transport service through pipeline. The Hon'ble Minister
from West Bengal stated in his written comments that the rate of tax on transportation of
natural gas should be kept at the same rate like transportation of goods by GTA i.e. 5%
without input tax credit and 12% with input tax credit. The Council agreed to the suggestion
made at paragraph 25.3 above.

Page 46 of 111




MINUTE BOOK

ELED

ll
Bl
(3

i

JAYNA BOOK DEPOT

Agenda Item 7(vii): Reverse charge mechanism for Overseeing Committee of Reserve
Bank of India (RBI) under GST

26. Introducing this agenda item, the Joint Secretary (TRU-II), CBEC, stated that the
Reserve Bank of India has constituted an Overseeing Committee as an advisory body to
advise any banking company on resolution of stressed assets and it (RBI) pays sitting fees and
retainer ship fees to OC members. The RBI has pointed out that the OC members do not have
necessary infrastructure for registering themselves for payment of GST and suggested that the
services provided by OC members could be included under the reverse charge mechanism. He
further pointed out that services by a director of a company or a body corporate to the said
company or body corporate was already under the reverse charge mechanism and the tax
would be paid by the company or the body corporate but the members of OC could not be
considered as directors of the body corporate i.e. the RBI. In view of this, he proposed that the
Council may agree to the request of RBI to include the services provided by OC members to
Reserve Bank of India under the reverse charge mechanism under Section 9(3) of the
CGST/SGST Acts, 2017 and Section 5(3) of the IGST Act. The Council agreed to this
proposal.

Agenda Item 7(viii): Amendment in GST notifications in respect of 5% GST rates on
cereals, pulses and flours, etc. put up in unit container and bearing a brand name

217. Introducing this agenda item, Shri Alok Shukla, Joint Secretary (TRU-I), CBEC,
stated that the Council, in its 21* Meeting held on 9 September, 2017 had recommended that
in respect of 5% rate of tax on cereals, pulses and flours, etc. put up in unit containers and
bearing a registered brand name, the following amendments may be made to the existing
Notifications, so as to provide that: (i) A brand registered as on 15.05.2017 shall be deemed to
be a registered brand for the purposes of levy of 5% GST, irrespective of whether or not such
brand is subsequently deregistered; (ii) A brand registered as on 15.05.2017 under the
Copyright Act, 1957 shall also be treated as a registered brand for the purposes of levy of 5%
GST; (iii) A brand registered as on 15.05.2017 under any law for the time being in force in
any other country shall also be deemed to be a registered brand for the purposes of levy of 5%
GST; and (iv) A mark or name in respect of which actionable claim is available shall be
deemed to be a registered brand name for the purposes of levy of 5% GST.

27.1. He stated that accordingly, Notifications No. 27/2017-Central Tax (Rate), 28/2017-
Central Tax (Rate), 27/2017-Integrated Tax (Rate), 28/2017-Integrated Tax (Rate), 27/2017-
Union Territory Tax (Rate), 28/2017-Union Territory Tax (Rate) and similar notifications
under SGST Acts were issued on 22 September, 2017 giving effect to the recommendations of
the Council.

27.2. He also stated that the said amending notifications also provided that 5% rate of tax
would not apply if the person concerned voluntarily foregoes any actionable claim or
enforceable right on such brand name. The amending notifications provide that the rate of 5%
tax shall apply to such goods if:

put up in unit container and, -

(a) bearing a registered brand name; or
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(b) bearing a brand name on which an actionable claim or enforceable right in a
court of law is available (other than those where any actionable claim or any
enforceable right in respect of such brand name has been voluntarily foregone),
subject to certain conditions.

For this purpose, the phrase “registered brand name” means:

(A) a brand registered as on the 15" May, 2017 under the Trademarks Act, 1999,
irrespective of whether or not the brand is subsequently deregistered,;

(B) a brand registered as on the 15™ May, 2017 under the Copyright Act, 1957;

(C) a brand registered as on the 15" May, 2017 under any law for the time being in force
in any other country.

27.3. Further, it has been provided that for foregoing an actionable claim or enforceable
right on a brand name, -

(a) the person undertaking packing of such goods in unit containers which bear a brand
name shall file an affidavit to that effect with the jurisdictional Commissioner of Central
Tax that he is voluntarily foregoing his actionable claim or enforceable right on such
brand name as defined in Explanation (ii)(a); and

(b) the person undertaking packing of such goods in unit containers which bears a brand
name shall, on each such unit container, clearly print in indelible ink, both in English and
the local language, that in respect of the brand name as defined in Explanation (ii)(a)
printed on the unit containers, he has foregone his actionable claim or enforceable right
voluntarily.

27.4. He stated that the implementation of the decision of the Council required some
drafting changes in the Notifications No.27/2017-Central Tax (Rate), 28/2017-Central Tax
(Rate), 27/2017-Integrated Tax (Rate), 28/2017-Integrated Tax (Rate), 27/2017-Union
Territory Tax (Rate), 28/2017-Union Territory Tax (Rate).

27.5. He stated that in view of this, the aforesaid notifications were being placed before the
Council for ratification. The Council agreed to the proposal and ratified the notifications.

27.6. The Joint Secretary (TRU-I), CBEC further stated that it is possible that the person
having actionable claim or enforceable right on a brand name and the person undertaking
packing of such goods in unit containers are two different persons and in such cases, it would
be necessary to provide that the affidavit (as mentioned in paragraph 27.3 above) is filed by
the person having actionable claim or enforceable right on such brand name and he shall state
the following in the affidavit: (a) He is voluntarily foregoing his actionable claim or
enforceable right on such brand name, and (b) He has authorised the person (undertaking
packing of such goods in unit containers bearing said brand name) to print on such unit
containers in indelible ink, both in English and the local language, that in respect of such
brand name, he (the person owning the brand name) is voluntarily foregoing the actionable
claim or enforceable right on such brand name.

27.7. He requested the Council to approve the above proposal. The Council accordingly
approved the proposal.

Page 48 of 111




jEstd R 519]

JAYNA BOOK DEPOT

MINUTE BOOK

Agenda Item 7(ix): Changes in GST rates on certain goods/clarifications to be issued

28. Introducing this agenda item, the Joint Secretary (TRU-I), CBEC, stated that during
the 21% Meeting of the Council held on 9 September, 2017, the Council had requested the
Fitment Committee to examine two issues — nutritious diet (pusthaahar) distributed under the
Integrated Child Development Scheme (ICDS) and all goods falling under Heading 6802
(other than those of marble and granite or those which attract 12% rate of tax) afresh. He
stated that in addition, the Fitment Committee examined a number of other issues referred to it
by the States of Gujarat, Maharashtra and Uttar Pradesh and the recommendations on these
issues were also presented before the Council for consideration. A record of discussion on
these issues is as below:

28.1. Food preparations put up in unit containers and intended for free distribution to
economically weaker sections of the society under a programme duly approved by the
Central Government or any State Government (Sl. No. 1): The Joint Secretary, TRU-I,
CBEC informed that recommendation of the Fitment Committee was to reduce the rate of tax
on food preparations put up in unit containers and intended for free distribution to
economically weaker sections of the society under a programme duly approved by the Central
Government or any State Government from 18% to 5%, subject to the condition that the
manufacturer of the food preparations produces a certificate from an officer not below the
rank of Deputy Secretary to the concerned State Government or Government of India to the
effect that such food preparations have been distributed free to the economically weaker
sections of the society under a programme duly approved by the Central Government or the
State Government concerned, within five months from the date of clearance of such goods or
within such further period as the jurisdictional Commissioner of GST may allow in this
regard.

28.2. The Hon'ble Deputy Chief Minister of Delhi suggested that the rate of tax on such
products should be kept at Nil. In his written comments, the Hon'ble Minister from West
Bengal also suggested to exempt these products as these were meant for the weaker sections
of the society. The Secretary pointed out that it would be desirable to keep tax at the rate of
5% because there would be tax on inputs like ghee, transport, rent, etc. which could be used
for paying tax at the rate of 5%. The Council agreed to the recommendation of the Fitment
Committee to tax the food preparations put up in unit containers and intended for free
distribution to economically weaker sections of the society under a programme duly approved
by the Central Government or any State Government at the rate of 5% subject to the condition
as mentioned in the paragraph 28.1.

28.3.  All goods falling under heading 6802 (other than those of marble and granite or
those which attract 12% GST)(SL. No. 2): The Fitment Committee had recommended that
tax on all goods falling under Heading 6802 (except those of marble and granite or those
which attract 12% GST) should be reduced from 28% to 18%. However, Statues, statuettes,
pedestals; high or low reliefs, crosses, figures of animals, bowls, vases, cups, cachou boxes,
writing sets, ashtrays, paper weights, artificial fruit and foliage, etc.; other ornamental goods
essentially of stone, falling under 6802, should continue to attract 12% GST.

28.4. The Hon'ble Minister from West Bengal stated in his written comments that the rate
of tax on all goods falling under Chapter Heading 6802 should be reduced from 28% to 18%.
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The Hon'ble Minister from Chhattisgarh stated that the proposed rate of tax of 18% was too
high and due to this, mining work in his State had stopped leading to large scale
unemployment. The Hon'ble Minister from Rajasthan stated that the tax rate of 18% on Napa
stone and Kota stone was too high. The Joint Secretary (TRU-I), CBEC, stated that all
polished tiles, other than marble and granite stones, were proposed to be taxed at the rate of
18%. The Secretary stated that the rate of tax on these goods should not be brought to 12% if
tax on all these goods were to be harmonised. The Hon'ble Minister from Chhattisgarh stated
that rate of tax on fly ash bricks was 12% whereas it was 5% on normal bricks. This did not
send a good message. The Council agreed to the recommendations of the Fitment Committee
in this regard.

28.5. Khakra (SL. No. 5): The Fitment Committee had recommended to reduce the rate of
tax on khakra from 12% to 5% at par with that on rusk, pizza bread, sevivan, and sabudana.
The Senior Joint Commissioner (Taxes), West Bengal, suggested that plain ro#i should also be
kept in the same tax bracket of 5%. The Hon'ble Chairperson agreed to this suggestion. The
Council agreed to tax khakra and plain roti/chapati at the rate of 5%.

28.6. Imposing GST only on the net quantity of superior kerosene oil (SKO) retained
for the manufacture of Linear Alkyl Benzene (LAB) (SI. No. 6): Shri Parag Jain Nainutia,
Special Commissioner of Sales Tax, Maharashtra stated that they had sent written comment
on this proposal pointing out that there were several court cases going on this issue in
Maharashtra and the proposed decision could adversely affect the outcome of the court cases.
He stated that the State of Maharashtra had disallowed this claim and had treated the supply of
SKO in the reverse stream as a separate sale altogether. He pointed out that the Advocate
General of Maharashtra had also given an opinion that return of kerosene after extraction of
N-Paraffin out of the original supply of kerosene would not be legally allowable as sales
returns. The Joint Secretary, TRU-I, CBEC stated that the recommendation of the Fitment
Committee had taken note of this objection and pointed out that if refineries were asked to pay
tax on the whole quantity of SKO supplied to LAB manufacturer, then refineries would have
to reverse a large portion of such credit as the majority of their final products were outside
GST. Keeping in view this recommendation, the Council approved the proposal to issue a
clarification stating that in such cases, GST will be payable only on the net quantity of
superior kerosene oil (SKO) retained for the manufacture of Linear Alkyl Benzene (LAB).

28.7. Staple pin (SI. No. 10): Shri P.K. Mohanty, Consultant (GST), CBEC, suggested to
rationalise tax on all items falling under Chapter Heading 8305 and to subject them to a
uniform rate of tax of 18%. The Council agreed to this suggestion.

28.8. Parts of (a) fixed speed diesel engine of power not exceeding 15 HP, and (b)
submersible pumps: The Hon’ble Deputy Chief Minister of Gujarat stated that a view
needed to be taken regarding the rate of tax on these items. The Secretary stated that these
items were covered under Agenda item 13(iii) circulated in the morning and could be
discussed when that agenda item came up for discussion.

28.9. Real zari (not listed): The CCT, Gujarat suggested to reduce the rate of tax on real

zari (of silver) from 12% to 5% as the rate of tax on saree was 5%. The Council agreed to this
proposal.
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28.10. The Hon’ble Minister from Jammu & Kashmir suggested that the list of goods
attracting tax at the rate of 28% should be trimmed as much as possible. The Hon’ble Minister
from Tamil Nadu stated that the request of his State for reduction in rate of about 50 items is
under consideration by the Fitment Committee and he had highlighted these goods in the
20™ Meeting of the Council (held on 5 August 2017) which included items like packaged
drinking water, fishnet and fishnet twine, wet grinders, dried fish, kadalaimittai, fire crackers,
etc. He suggested that for arriving at pre-GST duty incidence, only the VAT rate where it was
listed in the VAT schedule should be taken and that the residuary rate should not be taken as it
artificially inflated the rate of VAT. He suggested to take average of only the rate of VAT of
the schedules where it was a listed rate. He said that had this approach been followed, their
request for rate reduction on several items would not have been rejected by the Fitment
Committee. He added that since a Sub-Group comprising of officers had been constituted to
study and recommend chapter-wise reduction of tax on goods and it had to submit its report
within 15 days, discussion on the items for consideration before the Fitment Committee
should be deferred till the Sub-Group submitted its report. The Hon'ble Minister from West
Bengal stated in his written comments that the rate of tax on mango sliced dried (HSN 0804)
and singhada dryshould be reduced from 12% to 5%. He also suggested that the rate of tax on
poster colour (HSN 3213) and on modelling paste for children (HSN 3407) should be reduced
from 28% to 18%.

29. For agenda item 7, the Council approved the following:

(i) GST Rate in respect of government works contract services having high labour
content

29.1. To reduce the rate of tax in case of works contract services involving predominantly
earth works (that is, constituting more than 75% of the value of the works contract) supplied
to the Central Government, State Governments, local authority or a governmental authority
from 12% to 5%. This reduced rate shall also apply to Government Entity.

(ii) Definition of Governmental Authority and GST on Government Grants

@D For definition of Governmental Authority

29.2. To amend the definition of Governmental authority in notification 12/2017-CT and
corresponding IGST, UTGST and SGST notifications as under:

“For the purposes of this notification, the expression “Governmental Authority”
means an Authority or a Board or any other body (i) set up by an Act of Parliament or
a State Legislature or (ii) established by any Government, with 90% or more
participation by way of equity or control, to carry out any function entrusted to a
municipality under Article 243 W of the Constitution or to a Panchayat under
Article 243 G of the Constitution.

29.3. The definition of Governmental Authority at paragraph 29.2 above to be also included
in the notification No.11/2017-CT dated 28.06.2017 and corresponding IGST, UTGST and
SGST notifications which, as amended by notification No. 20/2017-CT dated 22.08.2017,
prescribes GST rate of 12% on certain works contract services provided to Governmental
Authority. '
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29.4, Entry at Sl. No. 5 of notification No. 12/2017-CT (Rate) dated 28.06.2017 to be
amended along the lines of entry at Sl. No. 4 to include services provided by Central
Government, State Government, Union Territory and local authority in addition to those
provided by governmental authority. Corresponding IGST, UTGST and SGST notifications to
be also amended.

29.5. Provision in paragraph 2 of Notification No. 11/2017-CT dated 28.06.2017 to be
made applicable to services specified against serial no. 3 at item (i), item (iv) [sub-item (b),
sub-item (¢), sub-item (d)], item (v), [sub-item (b), sub-item (c) and sub-item (d)] and item
(vi) [sub-item (c)] in column (3) of the Table of the said notification and item (vi), [sub-item
(c)], involving transfer of property in land or undivided share of land.

29.6. The word “Government” appearing in column (3) of the entry at item (iii) against
serial No. 3 of the Table Notification No. 11/2017-CT dated 28.06.2017 as amended by
notification No. 20/2017-CT dated 22.08.2017, to be replaced with “Central Government,
State Government, Union territory”. Corresponding IGST, UTGST and SGST notifications to
be also amended accordingly.

IL Exemption from GST on Government grants

29.7. Grants given by Central Government, State Government or a local authority to a
“Government Entity” may be exempt under GST. “Government Entity” may be defined as an
authority or a board or any other body including a society, trust, corporation which is, -

(i) set up by an Act of Parliament or State Legislature, or
(ii) established by any Government,

with ninety per cent or more participation by way of equity or control, to carry out a
function entrusted by the Central Government, State Government or a local
authority”.

29.8. The reduced rate of 12% on specified works contract services supplied to the Central
Government, State Government, Union Territory, Local Authority and Governmental
Authority shall also be extended to a Government Entity, where such specified works contract
services have been procured by the Government Entity in relation to the work entrusted to it
by the Central Government, State Government, Union Territory or Local Authority. Further,
supply of service or goods by a Government Entity to Central Government, State
Government, Union Territory, Local Authority or any person specified by any of these
Governments against consideration received from any of these Governments in the form of
grants shall be exempted from GST.

(iii)  Rate of tax on car leasing, sale of leased cars, sale of old & used cars and reverse
charge mechanism on_ sale of used /seized vehicles, scrap etc by Government

Departments

29.9. Leasing of vehicles purchased and leased prior to | July 2017, to be taxed at 65% of
the applicable GST plus Cess rate. This reduced rate shall be applicable for a period of 3 years
with effect from 1 July 2017.
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29.10. The vehicles covered by the above leases (i.e. leases of vehicles purchased and leased
prior to 1 July 2017), when disposed of/sold shall also be taxed at 65% of the applicable GST
plus Cess rate. This reduced rate shall be applicable for a period of 3 years with effect from 1
July 2017.

29.11. Sale/supply of vehicles by a registered person, who had procured the vehicle prior to
1 July 2017 and has not availed input tax credit of Central Excise duty, VAT or any other
taxes paid on such vehicles, to be taxed at 65% of the applicable GST plus Cess rate. This
reduced rate shall be applicable for a period of 3 years with effect from 1 July 2017;

29.12. Sale by way of auction etc. of used vehicles, seized and confiscated goods, scrap etc.
by Central Government, State Government, Union Territory or a local authority, to any
person, shall be subjected to GST under reverse charge under section 9(3) of the CGST/SGST
Act and Section 5(3) of the IGST Act.

(iv) GST on renting of motor cab and transport of passengers by motor cab services -

29.13. To apply rate of tax of 5% without input tax credit and 12% with input tax credit as
presently applied for transport of passengers by motor cab or for renting of motor cab to
service provided by using any other motor vehicle designed to carry passengers.

29.14. To allow input tax credit for input service in the same line of business i.e. from
another service provider of transporting passengers in any motor vehicle or renting a motor
vehicle, at the rate of tax of 5%.

29.15. To allow input tax credit for renting any motor vehicle or transport of passengers by
motor vehicles to a person who supplied either of the service — renting of any motor vehicle or
transport of passengers by motor vehicles.

) Reduction in rate of tax on some Job Work Services

29.16. Rate of tax on job work services in relation to all products falling under Chapter 71
shall be reduced from 18% to 5%.

29.17. Rate of tax on job work services in relation to food and food products falling under
Chapters 1 to 22 of the HS Code shall be reduced from 18% to 5%.

29.18. Rate of tax on job work services in relation to products falling under Chapter 23 of the
HS code except for dog and cat food put up for retail sale (Chapter Heading 2309 1000) shall
be reduced from 18% to 5%. ;

29.19. Rate of tax on job work services in relation to manufacturing of umbrellas shall be
reduced from 18% to 12%.

29.20. Rate of tax on job work services in relation to manufacturing of clay bricks falling
under Chapter 6900 0010 shall be reduced from 18% to 5%.
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29.21. Rate of tax on services by way of printing on job work basis or on goods belonging to
others in relation to printing of all goods falling under Chapter 48 and 49, which attract tax at
the rate of 5% or Nil shall be reduced from 18% to 5% (Heading 9988).

29.22. Rate of tax on services by way of printing on job work basis or on goods belonging to
others in relation to printing of all goods falling under Chapter 48 and 49, which attract tax at
the rate of 12% shall be reduced from 18% to 12% (Heading 9988).

29.23. Rate of tax on services by way of printing on job work basis or on goods belonging to
others in relation to printing of goods falling under Chapter 48 and 49, other than those
covered by paragraphs 29.21 and 29.22 above shall continue at 18% (Heading 9988).

29.24. Rate of tax on services by way of printing in relation to printing of all goods falling
under Chapters 48 and 49, which attract tax at the rate of 5% or Nil, where only content is
supplied by the publisher and the physical inputs including paper used for printing belong to
the printer shall be reduced from 18% to 12% (Heading 9989).

29.25. Rate of tax on services by way of printing of all goods falling under chapter 48 and 49
which attract tax at the rate of 12%, where only content is supplied by the publisher and the
physical inputs including paper used for printing belong to the printer shall be reduced from
18% to 12%.

29.26. Rate of tax on services by way of printing of all goods falling under chapter 48 and 49
which attract tax at the rate of 18% or above, where only content is supplied by the publisher
and the physical inputs including paper used for printing belong to the printer, shall continue
to be at 18%.

29.27. To issue a clarification that the supply of books, pamphlets, brochures, envelopes,
cartons, boxes etc. printed with logo, design, name, address or other content supplied by the
recipient of such printed goods, are composite supplies and the question, whether such
supplies constitute supply of goods or services would be determined on the basis of what
constitutes the principal supply. Principal supply has been defined in Section 2(90) of the
CGST Act as supply of goods or services which constitutes the predominant element of a
composite supply and to which any other supply forming part of that composite supply is
ancillary. In case of printing of books, brochures, annual reports, leaflets, pamphlets etc.,
where only content is supplied by the publisher and the physical inputs including paper used
for printing belong to the printer, supply of printing of the content supplied by the recipient of
supply is the principal supply and therefore such supplies would constitute supply of service
falling under heading 9989 of the scheme of classification of services. In case of supply of
printed envelopes, letter cards and printed boxes of un-corrugated paper, tissues, napkins,
wall paper etc. falling under chapter 48 and 49, printed with design, logo etc. supplied by the
recipient of goods but made using physical inputs including paper belonging to the printer,
predominant supply is that of goods and the supply of printing of the content supplied by the
recipient of supply is ancillary to the principal supply of goods and therefore such supplies
would constitute supply of goods falling under respective headings of chapter 48 and 49 of
the Customs Tariff.
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(vi)  Rate of tax on Works Contract in offshore areas bevond twelve nautical miles
and transportation of natural gas through pipeline

29.28. Rate of tax on works contract services and associated services in respect of E&P

{Exploration and Production Companies) in respect of offshore works in the area beyond 12
nautical miles shall be reduced from 18% to 12%.

29.29. Rate of tax of services in relation to transportation of natural gas through pipeline
shall be reduced from 18% to 12% with input tax credit OR 5% without input tax credit.

(vii) Reverse charge mechanism for Overseeing Committee of Reserve Bank of India
(RBI) under GST

29.30. Services provided by Overseeing Committee members to the Reserve Bank of India
shall be subject to tax under the reverse charge mechanism under Section 9(3) of the
CGST/SGST Acts, 2017 and Section 5(3) of the IGST Act.

(viii) Amendment in GST notifications in respect of 5% GST rates on _cereals, pulses
and flours, etc. put up in unit container and bearing a brand name

29.31. To ratify the notifications n0.27/2017-Central Tax (Rate), 28/2017-Central Tax
(Rate), 27/2017-Integrated Tax (Rate), 28/2017-Integrated Tax (Rate), 27/2017-Union
Territory Tax (Rate), 28/2017-Union Territory Tax (Rate) including the drafting changes
made therein while implementing the decision of the Council taken during its 21* Meeting
held on 9 September 2017 relating to rate of tax on cereals, pulses and flours etc. put up in
unit container and bearing a registered brand name.

29.32. Where the person having actionable claim or enforceable right on a brand name and
the person undertaking packing of such goods in unit containers are two different persons, it
shall be necessary for the person having actionable claim or enforceable right on such brand
name to file an affidavit (as mentioned in paragraph 27.3 above) stating the following: (a) He
is voluntarily foregoing his actionable claim or enforceable right on such brand name, and (b)
He has authorised the person (undertaking packing of such goods in unit containers bearing
said brand name) to print on such unit containers in indelible ink, both in English and the local
language, that in respect of such brand name, he (the person owning the brand name) is
voluntarily foregoing the actionable claim or enforceable right on such brand name.

(ix)  Changes in GST rates on certain goods/clarifications to be issued

29.33. The Council approved the proposals regarding change in the rates of tax as proposed
by the Fitment Committee in agenda item 7 (ix) with the following changes/additions:

(i) Along with khakra (S1. No. 5), rate of tax on plain roti/chapati to be reduced
from 12% to 5%:;

(ii) To reduce tax on all items falling under Chapter Heading 8305 from 28% to

18%;

(iii)  To reduce rate of tax on real zari from 12% to 5%.
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Agenda item 8: Issues recommended by the Law Committee for consideration of the
GST Council

30. The Commissioner (GST Policy), CBEC made a presentation on the issues covered
under this agenda item and the same are discussed under individual Agenda Items below:

Agenda item 8(i): Extension of timelines for filing of FORM GSTR-5A and FORM GST

ITC-01

30.1. Commissioner (GST Policy), CBEC stated that on the request of the GSTN, it was
recommended by the Law Committee to extend the time limit for furnishing return in Form
GSTR-5A for the month of July, August and September 2017 by persons supplying online
information and database access or retrieval (OIDAR) services from a place outside India to
an unregistered recipient referred to in Section 14 of the IGST Act 2017 and Rule 64 of the
CGST Rules, 2017 was proposed to be extended up to 20November 2017. He further stated
that the Law Committee had also recommended at the request of GSTN to extend the time
limit for filing Form GST ITC-01 [for the purpose of claiming input tax credit under Section
18(1) of the CGST Act, 2017] for the taxpayers who have got registered during the months of
July, August and September 2017 to 31 October 2017. He stated that similar changes would
be required under the SGST Rules. The Council approved the proposals.

Agenda item 8(ii): Amendment of some provisions of CGST Rules, 2017 [relating to
invoice (rule 46, 54 (2), additional instruction in FORM GSTR 4)]

31. The Commissioner (GST Policy), CBEC stated that the Law Committee had
recommended to amend rule 46 so as to provide that in case of B2C supplies, the cumulative
value of goods or services or both liable to tax at a particular rate and total tax thereon on all
such goods or services or both can be shown as a single entry instead of indicating rate of tax
against each item. He stated that another proposal made by the Law Committee on the basis of
representation from trade and industry was that a supplier may issue a single “tax invoice-
cum-bill of supply” where the supplies to an unregistered recipient include both taxable as
well as exempt goods or services. He stated that another recommendation of the Law
Committee was that keeping in view the large number of invoices issued by banking and
insurance companies, sub-rule (2) of Rule 54 of CGST Rules, 2017 could be amended to
provide for issuance of a consolidated invoice or another document for supply of services in a
particular month. He stated that another proposal was to amend instructions for filing return in
FORM GSTR-4 so as to provide that serial No.4A of Table 4 shall not be furnished for July
2017 to December 2017.

31.1. The Hon'ble Minister from West Bengal in his written comments supported the
proposal to allow issuance of ‘invoice cum bill of supply’ in order to facilitate the taxpayer to
issue only one invoice instead of two. The Hon’ble Deputy Chief Minister of Delhi stated that
the first proposal (relating to companies showing cumulative value of items liable to tax at a
particular rate when goods and services are supplied to an unregistered person) should not be
implemented as it would create problem for audit. The Commissioner (GST Policy), CBEC
stated that this was only meant for supplies made to unregistered persons. CCT, Gujarat
clarified that the supplier would give total tax value and the rate for all items which had a
common rate so that the size of the bill could be reduced by giving the details in a summary
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form. The Commissioner (GST Policy), CBEC stated that in big bazaar, etc. invoices for
consumers were running into several pages. The Hon’ble Minister from Assam supported the
proposal. The Hon’ble Deputy Chief Minister of Delhi reiterated that this was not desirable.
The Principal Secretary (Finance), Odisha stated that the machines would have been
programmed on the basis of the existing law. He added that the rates of tax would also need to
be indicated as per the consumer law. Shri Somesh Kumar, Principal Secretary, Telangana
supported the proposal and narrated his own personal experience on how the bills had become
much longer because CGST and SGST rates had to be shown against each item individually.
The Commissioner (GST Policy), CBEC stated that the supplier would write all the items but
show the tax for the consolidated value for goods attracting the same rate. The Hon’ble
Deputy Chief Minister of Delhi stated that such an arrangement could lead to problems in
audit and it would not be clear as to what goods have been supplied at which rate. In view of
difference of opinion, the Council decided to defer this issue. However, the Council approved
the other three proposals made at paragraph 31 above.

Agenda item 8(iii): Inclusion of additional items in Notifications No. 32/2017-Central
Tax and No. 8/2017-Integrated Tax

32. The Commissioner (GST Policy), CBEC stated that casual taxable persons making
taxable supplies of specified handicraft goods and to persons making inter-State taxable
supplies of specified handicraft goods had been given exemption from registration under
Notification No. 32/2017-Central Tax dated 15.09.2017 and Notification No.08/2017-
Integrated Tax dated 14.09.2017. He stated that in view of the request from the State of
Jammu & Kashmir, the Law Committee recommended to add the following additional items
in the abovementioned notifications: (i) Handmade shawls, stoles and scarves (may be added
to Sl.no. 9 of the table in the notification, along with addition of Chapter 61); (ii) Chain stitch;
(iii) Crewel, namda, gabba; (iv) Wicker willow products; (v) Toran; (vi) Articles made of
shola.

32.1. The CCT, Gujarat stated that some more items, namely Terracotta figurines of the
Gora Deyv (tribal horse God); Plaques, inset with mirrors; Handmade blocks for fabric printing
should also be added to the list. The Secretary stated that these additional items should first be
discussed in the Fitment Committee. The Council approved the proposal made under this
Agenda item.

Agenda item 8(iv): Clarification regarding the due dates for the generation of FORM
GSTR-2A and FORM GSTR-1A for the month of July, 2017

33. The Commissioner (GST Policy), CBEC stated that under Notification No.30/2017
dated 11 September, 2017, dates for filing FORM GSTR-1, FORM GSTR-2 and FORM
GSTR-3 for the month of July were extended and the queries were received regarding due
date for generation of FORM GSTR-2A and FORM GSTR-1A in light of the said extension

* of date. He stated that it was proposed to issue a circular clarifying that (i) the due date with

respect to FORM GSTR-2A stands automatically extended since the due dates for furnishing
the details in FORM GSTR-1 and FORM GSTR-2 have been extended. The details filed in
FORM GSTR-1 will be made available to the recipient in FORM GSTR-2A not later than
11 October, 2017 while they are required to furnish the details of their inward supplies in
FORM GSTR-2 not later than 31 October 2017 and (ii) the due date for finalizing of FORM
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GSTR-1A also stands automatically extended when the dates for furnishing the details in
FORM GSTR-1 and FORM GSTR-2 have been extended. Therefore, only after the details
are communicated to the supplier in FORM GSTR-1A, the supplier is required to accept or
reject the details communicated to him from 1 November to 2 November, 2017, and
accordingly, his FORM GSTR-1 shall stand modified.

33.1. He stated that a circular covering this aspect was proposed to be issued by the Central
Government as well as the State Governments and that the draft of the circular was also part
of the Agenda Note. The Council approved the proposal to issue a circular clarifying the
above.

34. For agenda item 8, the Council approved the following:

() Extension of timelines for filing of FORM GSTR-5A and FORM GST ITC-01

34.1. To extend the time limit for furnishing return in Form GSTR-5A for the month of
July, August and September 2017 by persons supplying online information and database
access or retrieval (OIDAR) services from a place outside India to an unregistered recipient
referred to in Section 14 of the IGST Act 2017 and Rule 64 of the CGST Rules, 2017 up to
20November 2017.

34.2. To extend the time limit for filing Form GST ITC-01 (for the purpose of claiming
input tax credit under Section 18(1) of the CGST/SGST Acts) for the taxpayers who have got
registered during the months of July, August and September 2017 to 31 October 2017.

(i) Amendment of some provisions of CGST Rules, 2017 [relating to invoice (rule
46, 54 (2), additional instruction in FORM GSTR 4)|

34.3. To permit a supplier to issue a single “tax invoice-cum-bill of supply” where the
supplies to an unregistered recipient include both taxable as well as exempt goods or services.

34.4. To amend sub-rule (2) of Rule 54 of CGST Rules, 2017 to provide that banking and
insurance companies to issue a consolidated invoice or another document for supply of
services in a particular month.

34.5. To amend instructions for filing return in FORM GSTR-4 so as to provide that serial
No.4A of Table 4 shall not be furnished for July 2017 to December 2017.

(iii) Inclusion of additional items in Notifications No. 32/2017-Central Tax and No.
8/2017-Integrated Tax

34.6. To add the following additional items in the Notifications No. 32/2017-Central Tax
dated 15.09.2017 and No. 08/2017-Integrated Tax dated 14.09.2017: (i) Handmade shawls,
stoles and scarves (to be added to Sl. No. 9 of the table in the notification, along with addition
of Chapter 61); (ii) Chain stitch; (iii) Crewel, namda, gabba; (iv) Wicker willow products; (v)
Toran; (vi) Articles made of shola.
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iv. Clarification regarding the due dates for the generation of FORM GSTR-2A and
FORM GSTR-1A for the month of July, 2017

34.7. A circular to be issued by the Central Government and the State Governments
clarifying the following:

(i) the due date with respect to FORM GSTR-2A stands automatically extended since the
due dates for furnishing the details in FORM GSTR-1 and FORM GSTR-2 have been
extended. The details filed in FORM GSTR-1 will be made available to the recipient in
FORM GSTR-2A not later than 11 October, 2017 while they are required to furnish the
details of their inward supplies in FORM GSTR-2 not later than 31 October 2017, :

(ii) the due date for finalizing of FORM GSTR-1A also stands automatically extended
when the dates for furnishing the details in FORM GSTR-1 and FORM GSTR-2 have been
extended. Therefore, only after the details are communicated to the supplier in FORM GSTR-
1A, the supplier is required to accept or reject the details communicated to him from 1
November to 2 November, 2017, and accordingly, his FORM GSTR-1 shall stand modified.

Agenda item 9: Proposal for issuing notifications on cross-empowerment for ensuring
single interface under GST

35. The Commissioner (GST Policy), CBEC stated that it was proposed to issue
notification on cross-empowerment prepared in accordance with the decisions of the Council
taken during its 9™ Meeting (held on 16 January 2017) and 21% Meeting (held on 9 September
2017). He stated that while there was a broad agreement for cross-empowerment under the
CGST and SGST Acts, there was disagreement on the issue of cross-empowerment under the
IGST Act in relation to the Place of Supply Rules. The Secretary stated that notification of
cross-empowerment was urgently required to enable refund to the taxpayers and this
notification could be issued. He added that due to persistent differences on cross-
empowerment for the Place of Supply Rules issues under IGST, notification regarding cross-
empowerment in respect of other matters could be deferred. He stated that by cross-
empowering States and Central tax officers for giving refund, it would be ensured that only
one officer issued an order of refund for both CGST and SGST. The Council approved the
proposal to issue a notification by the Central Government and the State Governments cross-
empowering officers of the Central and State Government to sanction refund and that an order
of refund passed by an officer of the Central or State Government shall cover both the central
tax and the state tax and a similar notification to be issued under the IGST Act.

35.1. The CCT, Karnataka stated that the Council could also take a decision that till the
division of taxpayers was effected between the Central administration and the State
administrations, an officer of the Central and the State Government was authorised to process
any refund claim filed by an applicant under his jurisdiction. The Secretary stated that division
of taxpayers was likely to be done soon. The CCT, Karnataka stated that a lot of ground work
was still required to be done and data such as turnover details of migrated taxpayers,
removing from it the data of turnover of taxpayers with centralised registration, etc. would
take time and for such period, a taxpayer should be given the freedom to approach any tax
administration for claiming refund. The Secretary stated that this could be permitted subject to
a declaration being given by the applicant that the same refund claim has not been claimed
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from the other administration having jurisdiction over the applicant. The Council agreed to
this suggestion.

36. For agenda item 9, the Council approved the following:

(i) To issue notifications by the Central Government and the State Governments, cross-
empowering officers of the Central and State Governments to sanction refund and that an
order of refund passed by an officer of the Central or State Government shall cover both the
Central tax and the State tax. Similar notification to be issued under the IGST Act by the
Central Government;

(ii) Until the division of taxpayers is effected between the Central and State
administration, an officer of the Central and the State Government was authorised to process
any refund claim filed by an applicant under his jurisdiction subject to a declaration being
given by the applicant that the same refund claim has not been claimed from the other
administration having jurisdiction over the applicant.

Agenda item 10: Proposal for deemed ratification of notifications, circulars and orders
by the GST Council

37 Introducing this Agenda item, the Commissioner (GST Policy), CBEC stated that the
Hon’ble Delhi High Court in its order dated 14 September, 2017 had directed the Central
Government and the Government of NCT (GNCT) Delhi to issue a corrigendum to
Notification No.13/2017-Central Tax (Rate) dated 28.06.2017 and No.10/2017-Integrated Tax
(Rate) dated 28.06.2017 so as to make them fully consistent with the decisions of the Council.
It was contended in the Writ Petition that there was a difference in the press release issued
immediately after the meeting of the Council and the actual notification. The Hon’ble High
Court observed that the wording of the notification at Sl. No.2 of notification No.13/2017—
Central Tax (Rate) dated 28.06.2017 went beyond the recommendations made by the Council
and had directed the Central Government and the GNCT to issue a corrigendum. He stated
that in order to avoid challenges to the legality of the notifications, circulars and orders issued
by the Central Government, it shall be forwarded to the GST Council Secretariat through
email for information and deemed ratification by the GST Council. He further informed that
during the Officers’ meeting held on 5 October 2017, it was suggested that circulars need not
be ratified as they were not to be issued on the recommendations of the Council. Similarly,
only those orders needed to be ratified by the Council which were issued on the
recommendations of the Council. In view of this, he stated that it was proposed to place
before the Council the notifications issued under the CGST Act, CGST Rules [Notification
Nos. 1 to 37 for Central Tax and Notifications Nos. 1 to 30 for Central Tax (Rate)]; IGST Act
[Notification Nos. 1 to 8 for Integrated Tax and Notification Nos. 1 to 31 for Integrated Tax
(Rate)]; UT GST Act [Notification Nos. 1 to 3 for Union Territory Tax and Notification Nos.
1 to 30 for Union Territory Tax (Rate)]; GST (Compensation to States) Act [Notification No.1
for Compensation Cess Notification and Notification Nos. 1 to 5 for Compensation Cess
(Rate)] and Order No. 3 dated 21.09.2017 of the Central Government for their ratification.
The Council ratified these notifications and Order No. 3 dated 21.09.2017 as mentioned above
on deemed basis.
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38. For agenda item 10, the Council ratified Notification Nos. 1 to 37 for Central Tax
and Notifications Nos. 1 to 30 for Central Tax (Rate); Notification Nos. 1 to 8 for Integrated
Tax and Notification Nos. 1 to 31 for Integrated Tax (Rate); Notification Nos. 1 to 3 for
Union Territory Tax and Notification Nos. 1 to 30 for Union Territory Tax (Rate);
Notification No.l for Compensation Cess Notification and Notification Nos. 1 to 5 for
Compensation Cess (Rate) and Order No. 3 dated 21.09.2017 issued by the Central
Government on deemed basis.

Agenda item 11: Procedure for implementing GIC decisions of urgent nature requiring
immediate implementation '

39. The Additional Secretary, GST Council explained that the GST Implementation
Committee (GIC) was formed pursuant to the decision of the Council in its 14™ Meeting held
on 18-19 May 2017 and in the 17" Meeting held on 18 June 2017. The Council approved the
proposal to delegate its powers to GIC on urgent matters. He stated that a working procedure
for the functioning of the GIC was approved and as per this, the decisions taken in GIC shall
be circulated amongst the Council Members and their views/comments sought within two
days. After suitably incorporating comments/views of the Council members, the decision
would be implemented after obtaining the approval of the Hon’ble Chairperson of the Council
and the decisions taken by GIC would be put up for information of the Council in its next
meeting. He explained that on many occasions, it became difficult to follow the procedure as
decided above when important procedural issues were required to be implemented urgently.
He, therefore, proposed that the Council could consider slightly modifying the procedure
outlined above in as much as important and urgent procedural issues approved by GIC may be
implemented with the approval of the Hon’ble Union Finance Minister and the Chairperson of
the GST Council. The same shall be circulated to the States for information and that decisions
taken by the GIC would be put up for information of the Council in its next meeting.
However, procedure laid down above shall be followed for normal GIC matters. He added that
as decided by the Council in its 21% Meeting held on 9 September 2017, recommendations of
the GIC, involving substantive policy issues shall be placed before the Council for approval
before implementation. E

39.1. The Hon’ble Minister from Punjab stated that the decisions of the GIC should be sent
to the States for ratification. The Secretary stated that the GIC decisions were implemented
immediately and if a ratification was required from States, then it would not be possible to
implement GIC decisions urgently. He stated that the decisions of GIC were only procedural
in nature and these could be placed before the Council in the next meeting. The Hon’ble
Minister from Jammu & Kashmir suggested that the decisions of GIC should be placed before
the Council for confirmation. The Secretary stated that the decisions of the GIC should come
before the Council in its Meeting for information only as these would have been implemented
by issuance of necessary notification, circular, etc. with the approval of the Hon'ble Union
Finance Minister and the Chairperson of the Council. The Council approved this proposal.

40. For agenda item 11, the Council approved to modify the procedure of GIC for
important and urgent procedural issues. In cases involving important and urgent procedural
issues, approval accorded by the GIC shall be implemented with the approval of the Hon’ble
Union Finance Minister and the Chairperson of the GST Council and it shall be circulated to
the States for information and the decisions taken by the GIC would be put up for information
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of the Council in its next Meeting. However, procedure as originally approved by the Council
in its 17" Meeting held on 18 June 2017 shall apply for normal GIC matters. Further, as
decided by the Council in its 21* Meeting held on 9 September 2017, recommendations of the
GIC, involving substantive policy issues, shall be placed before the Council for approval
before implementation.

Agenda item 12: Issues carried forward from the 21* GST Council Meeting: -

Agenda item 12(i): Approach Paper on principles for Fitment post-implementation of
GST

41. The Secretary stated that the Approach Paper along with the comments of the States
and responses to the same had been approved by the Fitment Committee and was placed
before the Council for approval. He suggested that the Council could approve the Approach
Paper along with the comments of the States on the Approach Paper and the written responses
to the same. He further suggested that the finalised Approach Paper could have a caveat that
the Council may deviate from the principles laid down in the Approach Paper taking into
account various considerations and circumstances. The Council approved this proposal.

Agenda item 12(ii): Issues listed in Annexure IIB of Agenda item 7 of 21" GST Council
Meeting (List of goods discussed by the Fitment Committee where no change in rate of
tax was proposed)

42. The Hon'ble Minister from West Bengal stated in his written comments that the rates
of tax on following items should be reconsidered: bamboo and cane furniture from 18% to
5%; on basketry items made of bamboo from 12% to 5%; on bio-diesel from 18% to 5% or at
least 12%; and multi-functional printers from 28% to 18%. The Hon’ble Minister from
Jammu & Kashmir suggested that list of goods covered under this agenda item on which
earlier no change in rates of tax was proposed should be reconsidered by the Fitment
Committee on the basis of the principles approved by the Council in the Approach Paper. The
Council agreed to this suggestion.

Agenda item 12(iii): Issues listed in Annexure III of Agenda item 7 of 21* GST Council
Meeting (GST rates on services — Proposals found NOT acceptable by the Fitment

Committee)

43. The Secretary suggested that as decided for Agenda item 12 (ii), the proposals relating
to services listed in Annexure III which was earlier not found acceptable by the Fitment
Committee could also be referred back to the Fitment Committee for reconsideration on the
basis of the principles approved by the Council in the Approach Paper. The Council agreed to
this suggestion.

Agenda item 12(iv): List of Acts from the Central and State Governments as per Section
5(4) of the GST (Compensation to States) Act, 2017

44, Introducing this agenda item, the Joint Secretary, Department of Revenue stated that
in the 21" meeting of the Council held on 9 September, 2017, some States had mentioned that
some Acts listed in the draft notification to be issued under Section 5(4) and 5(6) of the Goods
and Services Tax (Compensation to States) Act 2017 had not been repealed entirely and also
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some Acts which were missing had to be added. He informed that the States were accordingly
requested to send a formal request for suitably revising the said draft notification and that a
total of 12 States viz., Andhra Pradesh, Delhi, Goa, Himachal Pradesh, Maharashtra, Odisha,
Rajasthan, Telangana, Tripura, Uttar Pradesh, Uttarakhand and West Bengal sent requests for
changes in their list of Acts under which taxes had been subsumed. He further mentioned that
the proposed agenda was prepared as per Sections 173 and 174 of the SGST Acts of the
concerned States and on the basis of inputs received from the States and was placed before the
Council for approval. He further mentioned that a corrigendum to the agenda had been
circulated wherein the United Provinces Sales of Motor Spirit Diesel and Alcohol Taxation
Act, 1939 which was mentioned in the Uttar Pradesh SGST Act as taxes being subsumed but
was left out inadvertently, was also proposed to be included in the list of Acts to be subsumed.

44.1.  The Principal Secretary (Finance), Odisha stated that in addition to the Acts listed in
serial no. 21 of the draft notification, one more Act needed to be added in the list of subsumed
Acts for Qdisha, namely, clause (&) of sub-section (1) of section 131 of Odisha Municipal Act,
1950 relating to Advertisement Tax. He requested to add the same to the list at serial number
21 of the draft notification. The CCT, Punjab stated that Water Act was a Central Act which
was not shown to be subsumed and 80% of its revenue came to the States. The Joint
Secretary, Department of Revenue stated that only two Central Government Acts had been
subsumed. The Council approved the draft notification in the agenda note containing the list
of Acts subsumed for different States as per Section 5(4) and Section 5(6) of the GST
(Compensation to States) Act, 2017 along with the addition of clause (e) of sub-section (1) of
section 131 of Qdisha Municipal Act, 1950 relating to Advertisement Tax and the United
Provinces Sales of Motor Spirit Diesel and Alcohol Taxation Act, 1939 of Uttar Pradesh.

45. For agenda item 12, the Council approved the following:

(i) Approach Paper on principles for Fitment post-implementation of GST

45.1.  The Approach Paper along with the comments from the States on the Approach Paper
and the written responses to the same with the caveat that the Council may deviate from the
principles laid down in the Approach Paper taking into account various considerations and
circumstances.

(ii) Issues listed in Annexure IIB of Agenda item 7 of 21* GST Council Meeting (List
of goods discussed by the Fitment Committee where no change in rate of tax was

proposed)

45.2. The list of goods in Annexure IIB on which earlier no change in rates of tax was
proposed shall be reconsidered by the Fitment Committee on the basis of the principles
approved by the Council in the Approach Paper.

(iii)  Issues listed in Annexure III of Agenda item 7 of 21* GST Council Meeting gGST
rates on services — Proposals found NOT acceptable by the Fitment Committee

453. The proposals relating to services listed in Annexure III which was earlier not found
acceptable by the Fitment Committee shall be reconsidered by it on the basis of the principles
approved by the Council in the Approach Paper
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(iv)  List of Acts from the Central and State Governments as per Section 5(4) of the
GST (Compensation to States) Act, 2017

454. The draft notification in the agenda note containing the list of Acts subsumed for
different States as per Section 5(4) of the GST (Compensation to States) Act, 2017 along with
the addition of clause (e) of sub-section (1) of Section 131 of Odisha Municipal Act, 1950
relating to Advertisement Tax and the United Provinces Sales of Motor Spirit Diesel and
Alcohol Taxation Act, 1939 of Uttar Pradesh.

Agenda item 13: Any other agenda item with the permission of the Chairperson

46. After taking the approval of the Hon’ble Chairperson, some additional agenda items along
with detailed agenda notes were circulated in hard copy and by email to the Members before
the commencement of the Council Meeting. These are discussed in the subsequent
paragraphs.

Agenda item 13(i): Exemption from obtaining registration for persons making inter-

State supply of services whose aggregate turnover is below the threshold limit

47. The Commissioner (GST Policy), CBEC stated that the GST Law provided for a
threshold limit of Rs.20 lakh for registration to give relief to small taxpayers. However, under
Section 24, clause (i), registration was made mandatory for persons making inter-State supply
irrespective of the turnover. He stated that due to this, small service providers such as persons
teaching occasionally as a guest faculty in different institutions of the country, services of
mutual fund agents, etc. had come under the ambit of GST. Keeping in view the difficulties of
the small taxpayers, it was proposed to exempt from registration, small service providers,
making inter-State supply of services, up to Rs.20 lakh and up to Rs.10 lakh for Special
Category States other than the State of Jammu & Kashmir. He pointed out that such an
exemption had already been provided to services of job workers.

47.1. The Hon’ble Deputy Chief Minister of Delhi supported this proposal. He further
suggested to repeal the provision of Section 10(2)(c) of the CGST/SGST Act so that inter-
State supplies could also get the benefit of Composition scheme. The Hon’ble Deputy Chief
Minister of Gujarat and the Hon’ble Minister from Jammu & Kashmir also supported this
proposal. The Council approved the proposal contained in this agenda item.

Agenda item 13(ii): Decision on effective date for starting Tax Deduction at Source and

Tax Collection at Source

48. The Commissioner (GST Policy), CBEC informed that the facility for registration for
Tax Deduction at Source (TDS) and Tax Collection at Source (TCS) was not available on the
common portal till date and that the GSTN had informed the Group of Ministers (GoM)
constituted to monitor and resolve IT challenges that the facility for TDS/TCS registration and
processing shall be available on the GSTN portal from 7 October, 2017. He informed that the
trade and industry had been enquiring regarding the effective date from which
deduction/collection of tax would start so that they could prepare themselves accordingly. He
also informed that the amount of TDS/TCS was to be auto-populated in FORM GSTR-2 of
the taxable person on whose account the amount had been deducted or collected. He added
that the process of return filing had not stabilised so far and was likely to take some more
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time. He stated that the Council could decide regarding the date from which
deduction/collection of tax should start in terms of section 51/52 of the CGST/SGST Acts. He
further informed that in the Officers’ meeting of 5 October 2017, it was suggested that the
deduction/collection of tax could start from 1 April 2018. The Council agreed to this
suggestion.

Agenda item 13(iii): Changes in GST rates on certain goods and exemption from IGST
in certain cases

49. Introducing this agenda item, the Joint Secretary (TRU-I), CBEC stated that the
Fitment Committee had met on 5 October 2017 and examined the proposals for change in the
rate of tax on certain goods and exemption from IGST on imports of borna fide gifts up to a
value limit of Rs.3000 through post or air and made recommendations to the Council. The
record of discussion in respect of the issues raised in the Council is recorded as below:

A. Changes in GST rates on certain goods:

Serial No.1: IGST exemption on import of gold by nominated agencies (para 4.41 of the
FTP)

50. The Secretary informed that the Ministry of Commerce had recommended for
exemption from IGST on import of gold by nominated agencies. He stated that small
exporters found it difficult to get gold for jewellery as nominated agencies needed to do a lot
of paper work for exporters and they did not want to go through such hassles. He suggested to
exempt IGST on gold imports made by 36 banks and 6 public sector undertakings mentioned
as nominated agencies in Paragraph 4.41 of the Foreign Trade Policy but to exclude from its
ambit nominated agencies like the Star Trading Houses which are also mentioned as
Nominated Agencies under Paragraph 4.41 of the Foreign Trade Policy. He stated that with
such an exemption, banks would not pay IGST at the time of import and the demand of IGST
would be made at the stage when banks and PSUs supplied gold to any person, including
exporters.

50.1. The CEA observed that the Council had addressed several procedural dimensions of
export but it had not yet touched upon embedded taxes and duty inversion and that the Export
Committee should continue to work on these issues.

50.2. The CCT, Karnataka suggested to charge IGST at the rate of 0.25% instead of
exempting it so that such imports were reflected in the returns of the importers. The Secretary
stated that the rate of gold fluctuated every day but the rate of gold for Customs purposes was
fixed for 15 days and therefore it would be a financial burden on the banks and PSUs to pay
IGST. He added that since the benefit was being extended only to banks and PSUs and not to
Star Trading Houses, the chance of misuse of this exemption was minimal. The Senior Joint
Commissioner (Commercial Taxes), West Bengal supported the proposal. The Council
approved the proposal.

Serial No.2: To reduce GST on manmade filament varn, Spun Yarn and sewing thread

51. The Secretary stated that due to the demand of the Textile sector it was proposed to
reduce the rate of tax on manmade filament yarn, spun yarn and sewing thread from 18% to
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12% though it entailed a loss of revenue of about Rs. 2500 crore. He pointed out that staple
fibre was not covered under this rate reduction and that it would continue to attract tax at the
rate of 18%. The Hon’ble Minister from Rajasthan stated that the issue of inverted duty
structure would continue even with this rate reduction and suggested that the rate of tax
should be brought down to 5%. The Secretary responded that this would lead to a very large-
scale revenue loss and pointed out that even the industry had only demanded reduction in rate
to 12%. He added that this rate reduction would also address the dichotomy being faced
between the integrated units and the power looms. After discussion, the Council agreed to
reduce the rate of tax on manmade filament yarn, spun yarn and sewing thread from 18% to
12%.

Serial No.3: All types of Scrap (Plastic scrap; Paper scrap; Rubber scrap and Hard
Rubber scrap; Glass scrap; Precious metal scrap and Wood scrap)

52. The Joint Secretary (TRU-I) stated that the Fitment Committee had recommended the
rate of tax on various types of scrap which presently attracted tax rates of 18%, 12% and 28%
to 5% for Plastic scrap, Paper scrap (Waste paper), Rubber scrap and Glass scrap. The
Hon’ble Minister from Kerala stated that the municipalities were paying Rs. 10,000 to Rs.
20,000 per load for removing e-waste such as computers, etc. generated in schools, colleges,
ete. and that this should also not be taxed. The Joint Secretary (TRU-I), CBEC, stated that
municipal waste, sewage sludge and clinical waste were already exempt from tax and that the
Council could take a view regarding rate of tax for e-waste. The Hon’ble Minister from Kerala
suggested to tax it at the rate of 5%. The Council agreed to this suggestion.

Serial No.4: Clarification regarding Unstitched Salwar suits

53. The Joint Secretary (TRU-I), CBEC, stated that fabrics are classified under Chapters
50 to 55 and attract tax at the rate of 5% with no refund of unutilised input tax credit. Mere
cutting and packing of fabrics into pieces of different lengths from bundles and thans would
not change the nature of these goods and such pieces of fabrics would continue to be classified
under respective chapter headings as fabrics and attract 5% tax. He stated that the proposal
was to clarify that unstitched salwar suit is a fabric cut from lumps or thans on which value
addition is done with embroidery, handwork, patchwork, etc. and that such pieces of fabrics
would continue to be classified under Chapters 50 to 55 of the First Schedule to the Customs
Tariff Act, 1975 and attract 5% rate of tax. The Council agreed to the suggestions.

Serial No.5: Reference from Finance Minister, Kerala

54, The Joint Secretary (TRU-I), CBEC recalled that in the 6™ Meeting of the Council
(held on 11 December 2016), it was decided to reduce the rate of tax on coir mats and floor
coverings from 12% to 5%. He stated that classification of these products in the relevant entry
of the concerned notification was Chapter heading 5705, though these goods were also
covered under Chapter headings 5702 and 5703. He stated that it was proposed to suitably
amend the relevant notification. The Council agreed to the proposal.
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Serial No.6: To exempt IGST on imports of rigs imported for oil/gas exploration and
production projects under lease

55. The Joint Secretary (TRU-I), CBEC stated that the proposal was to exempt IGST on
imports of rigs and associated goods imported for oil/gas exploration and production projects
under lease subject to certain conditions as listed in the Agenda note. The council agreed to
reduce the IGST on imports of rigs and associated goods imported for oil/gas exploration and
production projects under lease from 5% to Nil subject to the conditions mentioned in the
Agenda note.

Serial No.7: Rate of GST on (a) unbranded Avurvedic, Unani, Siddha, Homeopathy
medicines, whether or not registered; (b) unbranded namkeens (definition of registered
brand name/brand name definition to be the same as in the case of branded cereals,

pulses and flours etc.)

56. The Joint Secretary (TRU-I), CBEC, stated that the rate of tax on unbranded
Ayurvedic, Unani, Siddha, Homeopathy medicines and unbranded namkeens goods was
proposed to be reduced from 12% to 5%. The Hon’ble Minister from Kerala stated that classic
Ayurvedic preparations should be promoted and there should be no distinction between
branded and unbranded ayurvedic medicines. He stated that the products of Kottakal Ayurved
Shala, Coimbatore Ayurved Shala, etc. should also be charged to tax at the rate of 5%. The
Hon’ble Chairperson stated that if no distinction was made between branded and unbranded
Ayurvedic products, products of Dabur/Patanjali, etc. would also attract reduced rate of tax of
5%. The Finance Secretary, Odisha stated that there was a very large market for over the
counter Ayurvedic products and tax rate of 5% only on unbranded Ayurvedic medicines was
reasonable. The Council agreed to the proposal. The Joint Secretary (TRU-I), CBEC, stated
that tax on unbranded namkeen was proposed to be reduced from 12% to 5%. The Council
agreed to the proposal to reduce the rate of tax from 12% to 5% on unbranded Ayurvedic,
Unani, Siddha, Homeopathy medicines and unbranded namkeens.

Serial No.8: To shift the time of supply on advances received against supply of goods to
be made by a dealer whose aggregate turnover in a financial year does not exceed Rs.1.5

crore to issuance of invoice or actual supply of goods if invoice is not issued within
stipulated time

57. The Commissioner (GST Policy), CBEC introduced this agenda item and stated that
this was essentially proposed to ease the compliance burden on small taxpayers. The Hon’ble
Minister from Jammu & Kashmir observed that for advances received by small taxpayers with
turnover of less than Rs. 1.5 crore, there should be no distinction between the treatment for
supply of goods or supply of services. The Secretary stated that in the services sector, there
was an existing provision and it was required as supply of services was intangible in nature
whereas supply of goods was tangible. After discussion, the Council agreed to this proposal.

Serial No.9: Exemption from IGST on medicines supplied free by international agencies
like UNICEF, WHO, Red Cross etc.

58. The Joint Secretary (TRU-I), CBEC stated that the proposal was to exempt IGST on
medicines supplied free by international agencies like UNICEF, WHO, Red Cross etc. which
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currently attract tax at the rate of 12% or 5% in order to make the import less costly for the
international organisations. The Council agreed to the proposal.

Serial No.10: Reduction of tax on parts of Fixed Speed Diesel Engine of power not
exceeding 15SHP and parts of power driven pumps primarily designed for handling
water — centrifugal pumps, deep tube-well turbine pumps, submersible pumps, axial
flow and mixed flow vertical pumps

59. The Secretary stated that the proposal was to reduce tax on parts suitable for use
solely or principally in Fixed Speed Diesel Engines of power not exceeding 15HP and parts
suitable for use solely or principally in power driven pumps primarily designed for handling
water, namely, centrifugal pumps (horizontal and vertical), deep tube-well turbine pumps,
submersible pumps, axial flow and mixed flow vertical pumps from 28% to 18%. The Council
agreed to the proposal.

B. Exemption from IGST on imports of bona fide gifts up to value limit of Rs.3000
through post or air

60. Introducing this agenda item, the Joint Secretary (TRU-I), CBEC stated that it was
proposed to exempt from IGST import of bona fide gifts up to a value limit of Rs.3000
imported through post or air. The Hon’ble Minister from Kerala stated that earlier the value
limit was Rs. 20,000 and that this value limit should be maintained. The Secretary stated that
such a high value limit had led to widespread misuse of this scheme leading to loss of
revenue. He proposed that the value limit could be increased to Rs. 5,000. The Hon’ble
Minister from Jharkhand stated that the value limit should be Rs. 1,000. The Hon’ble
Minister from Goa stated that a large number of Non-Resident Indians were sending gifts and
value threshold of Rs. 20,000 should be considered even at the risk of some misuse. He stated
that genuine transactions should not be punished and that the limit of Rs. 5,000 was very low.
The Hon’ble Minister from Kerala enquired as to what was the total amount of tax collected
on imported gifts. The Joint Secretary (TRU-I), CBEC stated that field level data was not
available as such imports were not yet computerised. He further added that a value limit of Rs.
20,000 would be very high and even mobile phones, high end shoes, etc. would get imported
as gifts. The Hon’ble Minister from Andhra Pradesh supported the proposal to increase the
threshold to Rs. 5,000 per parcel. The Council agreed to exempt IGST on import of bona fide
gifts up to a value of Rs. 5,000 per parcel.

Agenda item 13(iv): Issue of Annuity being given in Place of Toll Charges to Developers
of Public Infrastructure - exemption thereon

61. Introducing this Agenda item, the Joint Secretary (TRU-II), CBEC stated that while
toll is a payment made by the users of road to concessionaires for usage of roads, annuity is an
amount paid by the National Highways Authority of India (NHAI) to concessionaires for
construction of roads in order that the concessionaire did not charge toll for access to a road or
a bridge. In other words, annuity is a consideration for the service provided by
concessionaires to NHAIL He stated that construction of roads was now subject to tax at the
rate of 12% and due to this, there was free flow of input tax credit from EPC (Engineering,
Procurement and Construction) contractor to the concessionaires and thereafter to NHAI He
stated that as a result, tax at the rate of 12% leviable on the service of road construction
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provided by concessionaire to NHAI would be paid partly from the input tax credit available
with them. He stated that the Council may take a view for grant of exemption to annuity paid
by NHAI/State Highways Construction Authority to concessionaires during construction of
roads. He added that access to a road or bridge on payment of toll was already exempt from
tax. The Hon’ble Minister from Haryana suggested to also cover under this provision annuity
paid by State-owned Corporations. After discussion, the Council decided to treat annuity at
par with toll and to exempt from tax, service by way of access to a road or bridge on payment
of annuity.

Agenda item 13(v): Additional relief to Small Tax Payers - Composition Scheme

62. The Commissioner (GST Policy), CBEC, stated that this was an additional relief
proposed to be given under the Composition Scheme. He explained that in the current
Composition Scheme, if a person was engaged in any supply of services other than the supply
of service specified in clause (b) of paragraph 6 of Schedule II (Restaurant Services), he could
not opt for Composition Scheme. He stated that even interest on deposits made in banks is
considered as service (though exempted) and therefore a person receiving interest would be
ineligible for Composition Scheme. He stated that it was proposed to issue an Order under
Section 172 of the CGST/SGST Act (providing for removal of difficulty) to exclude such
services from Section 10 as per the following: (i) Section 10(2)(a) of the CGST/SGST Acts to
be read so as to exclude the services by way of extending deposits, loans or advances in so far
as the consideration is represented by way of interest or discount; (ii) Section 10(1) of
CGST/SGST Acts to be read so as to exclude the interest earned from deposits, loans or
advances from the aggregate turnover. He added that in the absence of such an exemption,
Composition Scheme would be completely unavailable to manufacturers and dealers who
were earning interest from deposits, etc. It was suggested that such dispensation could be
provided for all exempt services and need not be restricted to interest or discount only. The
Council agreed to the proposal. It was also decided by the Council to issue a removal of
difficulty order under Section 172 of the CGST/SGST/UTGST Acts to the effect that if a
person supplies goods and/or services referred to in clause (b) of paragraph 6 of Schedule II of
the said Acts and also supplies any exempt services including services by way of extending
deposits, loans or advances in so far as the consideration is represented by way of interest or
discount, the said person shall not be ineligible for the Composition scheme under Section 10
and in computing his aggregate turnover in order to determine his eligibility for Composition
scheme, value of supply of any exempt services including services by way of extending
deposits, loans or advances in so far as the consideration is represented by way of interest or
discount, shall not be taken into account.

Agenda item 13(vi): GST on development charges collected by Gift City Company
Limited for allotment of land on long term lease (of 30 vears or more) to developers for
development of commercial and residential spaces

63. Introducing this Agenda item, Joint Secretary (TRU-II), CBEC stated that presently
the upfront amount charged by State Industrial Development Corporations/Undertakings
(known as premium, salami, development charges, etc) for long term lease (of 30 years or
more) of industrial plots to industrial units was exempt from GST. Gift City Company
Limited which is developing international financial services centre (IFSC) in Gujarat has
requested for a similar exemption for the amount charged by it for granting development
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rights to developers for construction of commercial and residential spaces in the Domestic
Tariff Area. He stated that the present request was different from the existing exemption in as
much as it covered long term lease of commercial and residential plots and that allotment of
land by authorities such as Delhi Development Authority, Ghaziabad Development Authority,
NOIDA, on long term lease for residential purpose was presently not exempt from tax. He
stated that as Gift City Company was developing the first international financial services
centre in India to aftract international financial business to India which has a lot of potential,
the development rights granted by Gift City Company to developers for construction of
commercial and residential buildings on long term lease of 30 years or more could be
exempted as this would reduce the initial cost of development and encourage them to invest in
the project. He stated that the proposal before the Council was to exempt from tax upfront,
amount (called as premium, salami, development charges or by any other name) payable in
respect of service, by way of granting of long term lease (30 years or more) of industrial plots
or plots for development of infrastructure for financial business, provided by the State
Government Industrial Development Corporations/Undertakings or any other entity having
50% or more ownership of Central Government, State Government, Union Territory to
industrial units or developers in any industrial or financial business area. The Council agreed
to this proposal.

Agenda item 13(vii): Additional relief to Small Tax Pavers — GTA to unregistered
ersons

64. Introducing this Agenda item, the Joint Secretary (TRU-II), CBEC, stated that
services provided by a GTA attracted tax at the rate of 5% without input tax credit under
Reverse Charge Mechanism or 12% with input tax credit under forward charge. He stated that
for specified categories of persons, tax on services provided by a GTA operating under 5%
GST rate scheme was payable by the recipient of the service under Reverse Charge
Mechanism. However, when a GTA provided service to an unregistered person other than the
specified recipients, the GTA is required to pay tax at the rate of 5% under forward charge. He
informed that it had come to light that GTAs were not willing to provide services to an
unregistered person in order to avoid taking registration. He stated that in order to remove
hardship being faced by small unregistered businesses, it was proposed that services provided
by a GTA to an unregistered person including an unregistered casual taxable person, other
than to the following recipients, may be exempted, namely:

(a) Any factory registered under or governed by the Factories Act, 1948(63 of 1948); or
(b) any society registered under the Societies Registration Act, 1860 (21 of 1860) or
under any other law for the time being in force in any part of India; or

(c) any co-operative society established by or under any law; or

(d) any person registered under the Central Goods and Services Tax Act or the
Integrated Goods and Services Tax Act or the State Goods and Services Tax Act or the
Union Territory Goods and Services Tax Act; or

(e) anybody corporate established, by or under any law; or

(f) any partnership firm whether registered or not under any law including association of
persons; or

(g) any casual taxable person.
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64.1. He stated that exemption may be provided in case of services by GTAs operating
under 5% GST rate under Reverse Charge Mechanism and also those paying GST at the rate
of 12% under forward charge as otherwise it would be disadvantageous for GTAs who choose
to come under ITC chain at 12% rate.

65. For agenda item 13, the Council approved the following:

(1) Exemption from obtaining registration for persons making inter-State supply of
services whose aggregate turnover is below the threshold limit

65.1. To exempt from registration, small service providers, providing inter-State supply of
services, up to a turnover of Rs. 20 lakh per annum and up to Rs. 10 lakh per annum for
Special Category States other than the State of Jammu & Kashmir for which the turnover limit
for exemption shall be Rs.20 lakh per annum.

(i) Decision on_effective date for starting Tax Deduction at Source and Tax
Collection at Source

65.2. Deduction/collection of tax in terms of the provisions of Tax Deduction at Source and
Tax Collection at Source under section 51 and 52 of the CGST/SGST Acts respectively shall
start from 1 April 2018.

(iii)  Changes in GST rates on certain goods and exemption from IGST in certain
cases

65.3. The rates of tax proposed under the agenda note with the following modification:

(i) rate of tax on e-waste (SI. No. 3) shall also be 5%;

(ii) IGST on import of bona fide gifts of a value up to Rs. 5,000 per parcel shall
be exempt instead of the originally proposed value of Rs. 3,000 per parcel.

(iv) Issue of Annuity being given in place of Toll Charges to Developers of Public
Infrastructure - exemption thereon

65.4. To exempt from tax, service by way of access to a road or bridge on payment of
annuity,

(v) Additional relief to Small Tax Payers - Composition Scheme

65.5. To issue an Order under Section 172 of the CGST/SGST/UTGST Acts to the effect
that if a person supplies goods and/or services referred to in clause (b) of paragraph 6 of
Schedule II of the said Acts and also supplies any exempt services including services by way
of extending deposits, loans or advances in so far as the consideration is represented by way
of interest or discount, the said person shall not be ineligible for the Composition scheme
under Section 10 and that in computing his aggregate turnover in order to determine his
eligibility for Composition scheme, value of supply of any exempt services including services
by way of extending deposits, loans or advances in so far as the consideration is represented
by way of interest or discount, shall not be taken into account.
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(vi) GST on development charges collected by Gift City Company Limited for
allotment of land on long term lease (of 30 years or more) to developers for development

of commercial and residential spaces

65.6. To exempt from tax upfront, amount (called as premium, salami, development
charges or by any other name) payable in respect of service, by way of granting of long term
lease (30 years or more) of industrial plots or plots for development of infrastructure for
financial business, provided by the State Government Industrial Development
Corporations/Undertakings or any other entity having 50% or more ownership of Central
Government, State Government, Union Territory to (a) industrial units or (b) developers in
any industrial or financial business area.

(vii) Additional relief to Small Tax Payers - GTA to unregistered persons

65.7. To exempt services provided by a GTA to an unregistered person including
unregistered casual taxable person, other than the following recipients, namely:

(a) Any factory registered under or governed by the Factories Act, 1948(63 of 1948); or
(b) any society registered under the Societies Registration Act, 1860 (21 of 1860) or
under any other law for the time being in force in any part of India; or

(c) any co-operative society established by or under any law; or

(d) any person registered under the Central Goods and Services Tax Act or the
Integrated Goods and Services Tax Act or the State Goods and Services Tax Act or the
Union Territory Goods and Services Tax Act; or

(e) any body corporate established, by or under any law; or

(f) any partnership firm whether registered or not under any law including association of
persons; or

(g) any casual taxable person.

Other Issues:

66. The Hon’ble Minister from Tamil Nadu circulated a written speech which was taken on
record. He requested that the working sheet for calculation of composition should be made
available to the State. He also suggested that taxpayers should be subject to one single
authority and that the single authority should either be the State or the Centre which should
administer all the three laws i.e. CGST, SGST and IGST in respect of such taxpayer. He
observed that such an arrangement was in consonance with the larger objective of the new tax
regime. He did not support the proposal to place restriction on cross-empowerment under the
IGST Act in case where place of supply was under dispute. He stated that GIC had requested
Tamil Nadu to prepare a draft note on the matter for detailed discussion in the Council and
that a detailed note had been prepared and sent to the Council Secretariat for circulation
amongst the Members. On the subject of manual refund till GSTN provided an online facility,
he supported the proposal but suggested that a standard operating procedure should be put in
place before actual implementation of this recommendation. On the subject of increasing the
annual turnover threshold under Composition Scheme from Rs.75 lakh to Rs. one crore; to
treat exempt supplies of the aggregate turnover under the Composition Scheme as Nil rated; to
allow filing of returns quarterly in respect of taxpayers having turnover up to Rs.1.5 crore and
to temporarily suspend the provision of reverse charge levy under section 9(4), he stated that

CHAIRMAN’S Page 72 of 111
INITIALS




[Estd§1935]

I.JAYNAI

JAYNA BOOK DEPCT

MINUTE BOOK

while Tamil Nadu always championed the cause of small taxpayers, the legal basis of the
proposal should be studied by the Law Committee and discussed by GIC before a final view is
taken by the Council. He also expressed his apprehension that suspension of reverse charge
mechanism would encourage taxpayers to purchase from unregistered sources thereby
impacting revenue collection. He added that to curb tax evasion, there was a need to
operationalise nation-wide e-way bill. He said that his government supported most of the
proposals of the Fitment Committee but it had reservation in respect of the proposal of car
leasing. He added that levy of GST at the rate of 65% of GST plus Cess would reduce the
share of SGST from the sale of small and medium cars when compared to the earlier VAT at
the rate of 14.5% which accrued to the States. On this account, he did not support this
proposal. He further added that as regards the proposed amendment to expand the definition
of brand name in respect of cereals, pulses and flours, etc. he had consistently advocated to
exempt all food grains irrespective of whether put in unit container or whether branded or not.
He pointed out that this had caused wide-spread resentment and the present proposal to
mandate filing of aftidavit by the person having an actionable claim or enforceable right on
brand name would further aggravate the resentment amongst small retailers who pack and sell
food grains. He stated that as regards the Approach Paper on principles of fitment post-
implementation of GST, his State suggested that tax incidence should be based on the average
of the tax rates actually specified in the various schedules and not to take maximum rate for
residuary items at 14.5% as this artificial increase resulted in placing several goods under 28%
rate slab though they were neither luxury nor sin goods. He stated that for the purpose of
arriving at the weighted average, tax on residuary entries should not be reckoned.

67. The Hon’ble Minister from West Bengal circulated a written note where his views on
various Agenda items were given. They have been incorporated suitably in relation to
discussion under relevant Agenda items. In addition, he has also pointed out that the State
share of Central taxes used to be devolved on the first day of every month but it has recently
been changed to 15" day of every month. He had raised this issue during the 21* Meeting of
the Council held on 9 September, 2017 and the Hon'ble Chairperson had stated that he would
revert on this issue after discussing it with the Expenditure Secretary. He reiterated that the
old time-tested system should be reintroduced; otherwise it would severely upset the cash
management system of the States.

Agenda item 14: Date of the next meeting of the GST Council

68. The Hon’ble Chairperson observed that this was a very fruitful meeting and that a lot
of ground had been covered. He suggested that the next meeting of the Council could be held
on 10 November 2017 in Guwahati. The Council agreed to the suggestion.

69.  The Meeting ended with a vote of thanks to the Chair.

run Jaitley)
Chairperson, GST Coungil
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Annexure 1

List of Hon’ble Ministers who attended the 22" GST Council Meeting on 6 October, 2017

SI. No State/Centre Name of the Minister Charge
1 Govt. of India Shri Arun Jaitley ' Finance Minister
2 Govt. of India Shri S.P. Shukla Minister of State (Finance)
3 |Goa ‘Shri Manohar Parrikar Chief Minister ‘
4 doa Shri MauvinGodinho Minister — Panchayat
5 | Puducherry Shri V. Narayanasamy Chief Minister
6 Bihar Shri Sushil Kumar Modi Deputy Chief Minister
7 | Delhi Shri Manish Sisodia Deputy Chief Minister
8 Gujarat Shri Nitinbhai Patel Deputy Chief Minister
9 | Manipur Shri Y. Joy Kumar Singh Deputy Chief Minister
10 | Assam Dr Himanta Biswa Sarma Finance Minister
11 | Chhattisgarh | Shri Amar Agrawal Minister - Commercial Taxes
12 | Haryana Captéin Abﬁimanyu Minister - Excise and Taxation
13 | Jammu & Kashmir | Dr. Haseeb Drabu Finance Minister
14 | Jharkhand Shri C P Singh Finance Minister
15 | Karnataka Shri Krishna Byre Gowda | Minister — Agriculture
16 I;Ierala Dr. "fhornas Issac Finance Minister
17 | Maharashtra Shri Sudhir Mungantiwar Finance Minister
18 | Madhya Pradesh Shri Jayant Malaiya Finance Minister
19 | Mizoram Shri Lalsawta : Finance Minister =
26 Odisha Shri Shashi Bhusan Behera Minister of Finance & Excise.
21 | Punjab Shri Manpreet Singh Badal | Finance Minister (
22 | Rajasthan Shri Rajpal Singh Shekhawat | Minister — Industries
' Minister for Fisheries and
23 | Tamil Nadu | Shri D Jayakumar personnel & Administrative
' : Reforms
24 | Telangana Shri Etela Rajender Finance Minister
25 | Uttar Pradesh Shri Rajesh Agrawal Finance Minister
26 | Uttarakhand Shri Prakash Pant Finance Minister
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Annexure 2

List of Officials who attended the 22" GST Council Meeting on 6 October, 2017

:Tl(; State/Centre Name of the Officer Charge
1 | Gowt. of Indla | Dr. Hasmukh Adhia Revenue Secretary -
2 | EAC-PM Shri RatanP.Watal Economic Advisory Council
3 | Govt. of Ind:,a . I'pr. Arvmd Subramanian ; Chief Economic Adﬁ&ﬁr
4= Govt. of India Ms Vanéi-a Sarna Chairm.an, CBEC .
5| Govt.of India | Shri M Member (GST), CBEC
6 ” . of India ' Shri R.K. Mahajan . .Member (=BL1;iget), CBEC
7 | Govt. of India | Shri P K Das Member (Customs), CBEC
87 Govt. of ln(‘ii'a Shri B N Sharma Additional Secretary (Dept. of
Revenue)
9 | Govt. of India | Shri P K Mohanty Advisor (GST), CBEC
10 | Govt. of India Shri P.K. Jain DG, Audit, CBEC
11 | Govt. of India | Shri Sandeep M. Bhatnagar | DG, DG-Safeguards, CBEC
12 | Govt. of India i‘;:tuwe diA"’k Vehan | o ncier
13 Goyt. of Indi Shri Aldi?c\ Shukla gjs;ﬁf:cr@tafy (TRiJ} ‘DePt “f
. 14 | Govt. of India Shri Upender Gupta Commissioner (GST), CBEC
.of In Shri Uda,; Singh Kuma Joint Se:crétary, Dept of Revenue
. of India Shri A;x;itabh Kumar i (TRUj; HeptTol

Revenue

Govt. of India | Shri G.D. Lohani Commissioner, CBEC
18 | Govt. of India Shri D.S.Malik DG, Press, Ministry of Finance
19 Gov‘t. of India Ms Sheypi;ali B. Sharan : ADG, Press, MiniStn.,.f( of Finance
20 | Govt. of India | Shri S.K. Rai i};::;’r (LFE); ity ot Some
21 | Govt. of India cctor, i
.‘22 Govt. of India Ms. Aarﬁ Saxena Deputy Secretary, Dept of Revenue
23 | Govt. of India | Shri Pramod Kumar Deputy Secretary, TRU-II
24V ”Govt. of India Shri Pramod Kumar Sharma | OSD, TRU-II
25 | Govt. of India Shri Paras Sankhla OSD to FM
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26 | Govt. of India Shri Nikhil Verma OSD to MoS
27| Govt.ofIndia | ShriN. Gandhi Kumar | OSD (DOR)
28 | Govt. of India Shri Arjun RaghavendraM | OSD (Rev. Sec)
29 | Govt. of India | Ms Ruchi Bisht Under Secretary
30 | Govt. of India Shri Geelani Basha K.S.M Technical Officer, TRU-I
2 Ms Rachna | Technical Officer, TRU
32 | Govt. of India Shri Vishal Pratap Singh Joi.z;t Commissioner, Poiicy wing
33 | Govt. of India Ms Himani Bhayana Joint _Commissioner,_ﬁP':d_Hcy wing
34 | Govt. of India Shri Ravneet Khurana Joint Commissioner, Policy wing
35 | Govt. of India Ms Nisha Gupta Dy. Commissioner-,"lsﬁf y wing
.36 Govt. of itidia Shri Siddhaﬁh Jain Asst. Commissioner, GST Policy
37 | Govt. of India Shri Satvik Dev Asst. Commissioner, GST Policy
38 | Govt. of India Shri Manjunath A. N Asst. Commissioner, GST Policy
39| Govt. of India | Shri Kumar Asim Anand | Asst, Commissioner, GST Policy
40 | Govt. of India Shri Sumit“]=3£1a.tia Asst. Commissioner, GST Policy
41 | GST Council Shri Arun Goyal Additional Secretary
42 | GST Council Shri Shashank Priya Joint Secretary
43 | GST Co_pn(:il Shri Dheeraj Rastogi : Jdi_nt Secretary
44 | GST Council Shri Rajesh Agarwal Additional Commissioner
45 | GST Council | Shri G.S. Sinha Joint Commissioner
46 | GST Council Shri Jagmohan Joint Commissioner
47 | GST Council Shri Rakesh Agarwal Assistant Commissioner
48 | GST Council Shri Rahul Raja Assistant Commissioner
49 | GST Council Shri Mahesh Kumar Assistant Commissioner
50 | GST Council Shri Mukesh Gaur Superintendent
51 | GST Council Shri Sandeep Bhutani | Superintendent
52 | GST Council Shri Shekhar P Khansili Superintendent
53 | GST Council Shri Vipul Sharma Superintendent
54 | GST Coul;cil Shri Umed Singh Rawat Superintendent
55 | GST Council Shri Manoj Kumar Superintendent
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56 | GST Council Shri Amit Soni Inspector
’«%“57 GST Council Shri Anis Alam Ins;ié“ﬁf‘or “‘W
58 GSTN | Shri AB Pan&é;r 32 ‘ Chairman
59 | GSTN Shri Prakash Kumar CEO
GSTN Shri Vashishta Chaudhary SVP(Services)
GSTN | Shri Jagmal Singh VP (Services) e
Andhra Pradesh | Shri D Sambasiva Rao Special Chief Secretary (Revenué)
63 | Andhra Pradesh | Shri J.Syamala Rao Col
64 | Andhra Pradesh | Shri T.RameshBabu Additioﬁal Commissioner V(CT)
65 | Andhra Pradesh | Shri D.Venkateswara Rao 0SD to_ Sﬁé_éi%d CS, Revenie
66 | Assam | .Dr Ravi Kota Principeul..]‘ Sécretary (Financé)
67 | Assam Shri Anurag Goel CCT, Assam
68 | Bihar Smt Sujata Chaturvedi Principal Secretary (CT)

) | Bihar

Shri Arun Kumar Mispra

Addl. Secretary (CT)

Chandigarh Shri Parimal Rai Advisor to Administrator
71 | Chandigarh Shri Sanjeev Madaan ETO
72 | Chhattisgarh Shri Amitabh Jain Principal Secretary (Finance)
73 | Chhattisgarh Ms. Sangeetha P Commissioner, Commercial Taxes
[ s |25 7 P
75 | Delhi Shri S N Sahai Principal Secretary (Finance)
76 | Delhi Shri H. Rajesh Prasad Commissioner (State Tax) 2
77 | Delhi Shri Anand Kumar Tiwari Additional Commissioner (GST)
78 | Goa Shri Dipak M.Bandekar Commissioner, Commercial Taxes
79 | Gujarat Dr. P.D. Vagheiéj“:m Commissioner, Commél_*cial Taxes
80 | Gujarat Shri Sanjeev Kumar Secretary (Economic Affairs)
81 | Haryana Shri Sanjeev. Kaushal Additional Chief Secrefary _
82 | Haryana Ms. A§hima Brar Commissioner (Excise & Taxation)
a3 Haryana | Shri Rajeev Chaudhary . Dy. ETC P
84 i};{:::;;:gal Shri R. Selvam Excise & Taxation Commissioner
85 | Himachal Pradesh | Shri Sanjay Bhardwaj AddLETC
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86 ;I::Cllz‘;gal Shri Rakesh Sharma Dy. ETC

; .87 ml‘_& | Shri Navin Choudhary | Principal Secretary (Finance)

88 f{a;‘]‘l“;f Shri P I Khateeb Commissioner - Commercial Taxes

| 89 | ;mj : Mrs Anoo Malhotra ACCT i

90 Jharkhaﬁd | Shri. K.K. Khandelwal Principal Secretary
ot 'Jh’arkharit;f-;;— : Shri Sanjay Kumar Prasad | Joint Commissioner
92 | Jharkhand Shri Brajesh Kumar STO
93 | Kamataka Shri Ritvik Pandey Commissioner (Commercial Taxes)
94 | Karnataka Shri M.S. Srikar OSD
95 | Kerala Dr. Rajan Khobragade Commissioner (State Tax)
96 | Madhya Pradesh Z?r:;h Rughwendns. SKamar | o/
97 | Madhya Pradesh | Shri Sudip Gupta | Joint Qﬁmmissioner
98 Mahﬁaéhﬁa Shri Parag Jain Nainutia Spl. Commissioner of Sales Tax
99 | Maharash Shri Dhananjay Akhade Joint Commissioner(GST)
100 | Manipur Shri Hrisheekesh Modak Commissioner (Commercial Taxes)
101 | Mizoram Shri VanlaIChhuanga' Secretary, Taxation
102 | Mizoram Shri Hrangthamawia Asst. Commr. of State Taxes

103 | Nagala.nd e Shri Y.Mhathung Murry Commissioner of Taxes
104 Odisﬁa Shri TuhinKanta Pandey Principal Secretary (Finance)

105 | Odisha Shri Saswat Mishra : Commissioner (Commercial Taxes)
106 Odisha‘ Shri Sahadev Sahoo J.C (Commercial Taxes)

107 Pudueherry Dr. V. Candavelou : izgetary (Fi1_1_ance & Com@&rci&l
108 Puducl;erry Shri G. Srinivas Commissioner, Commercial Taxes
109 | Punjab Shri M P Singh ACS (Taxation)

110 | Punjab Shri V K Garg Advisor (Finance)

111 | Punjab Shri V P Singh ETC

112 | Punjab Shri Pawan Garg DETC

113 | Rajasthan | Shri Praveen Gupta Secretary (Finance)
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114 | Rajasthan Shri Alok Gupta Commissioner, Commercial Taxes
115 | Rajasthan Shri Ketan Sharma Joint Commissioner

116 Sikkirrr Ms Dipa Basnet Secretary (Commerc1al Taxes)
117 | sikkim Shri Bikash Diyali

118 | Tamil Nadu Dr C Chandra Mouli
119 | TamilNadu Shnpafgm A _ ;

120 Telangan:;l Shri Seresh Kumar Prmc1pa] Secretary

121 | Telangana Shri Anil Kumar Commissioner, Commercial Taxes
122 | Telangana Shri Laxminarayn Jannu Additional Commissioner ‘

123 | Telangana Shri Kashi Visheshwarrao | Joint Commissioner

124 | Tripura Shri M Nagaraju Prlncipa] Secretary (Flnance)

125 Tripura | Shri Ashin Barman %ﬂ
126 | Uttar Pradesh Shri RK Tiwari

127 | ‘Htiar Pradesh : fj‘;;hrmMukesh S

Shri Vivek Kumar

128 Ut‘tar Pradesh Addltlonal Commissioner (GST)
129 | Uttar Pradesh Shri Mukti Nath Verma Joint Secretary ........
130 | Uttar Pradesh Shri Chandrika Prasad Additional Commissioner (GST)

131 | Uttar Pradesh | Shri J P Singh Asst Commissioner (CT)
132 | Uttar Pradesh Shri Niraj Kumar Maurya Asst. Commissioner V(CT) '
i3 ;Xr;agrakﬁand | Piyush Kumar = ggiii‘:r‘ial e A
134 | Uttarakhand Shri Vipin Chand éggj:l‘;‘;;lal o e

135 | West Bengal Shri Khalid A. Anwar Senior Joint Commissioner
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Annexure 3

Presentation on Decisions taken by GIC and Recommendations of Law Committee

Presentation

for the 22nd
GST Council

gl ke =L U = S e 8 e T R T R T

Agenda L

-

Q Decisions made by GIC

Q Agenda notes for approval of GST Council Meeting
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Decisions of GIC by circulation TR e

* Extension of time limit to file FORM GST TRAN-1 under Rule
120A and Rule 117 of CGST Rules
¥ Order No. 02/2017- GST dated 18.09.2017 and Order No. 3/2017-
GST dated 21.09,2017 issued

* Changes in Rates notification relating to services provided by
Advocate
v Corrigendum dated 25.09.2017 to Notification No. 13/2017-
Central Tax (Rate) dated 28.06.2017 issued

Decisions of the 9t GIC Meeting (1/2) &&%

* Allow for amendment of rule 24(4) of CGST Rules for extension
of date of application for cancelation of migrated taxpayers
* Minor Changes in FORM GST REG — 29 prescribed for
cancellation of registration of migrated person
v Notification No. 36/2017-Central Tax dated 29.09.2017 issucd

* Time limit for submitting the declaration in FORM GST TRAN-1
under section 141 and 142 of the CGST Act, 2017 should be the
same as the time limit for submitting the declaration in FORM
GST TRAN-1 under section 140 of the Act — Rule 118, 119 & 120
proposed to be amended

v' Notification No. 36/2017-Central Tax dated 29.09.2017 issued
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Decisions of the 9" GIC Meeting (2/2) <&«

= Extending the facility of supplying goods or services for export
without payment of integrated tax under Letter of Undertaking in
place of bond to all registered persons
v Notification Ne. 37/2017-Central Tax dated 04.10.2017 issued

= Preparation of draft circular for Manual filing of Refund and
advance ruling applications, documents and Forms by Gujarat
v Under preparation

Decisions of the 10* GIC Meeting L e

&
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= Extension of time limit for intimation of details of stock on the
date preceding the date from which the option for Composition
levy is exercised in FORM GST CMP-03
v Order No. 04/2017- GST dated 29.09.2017 issued

= No extension of time limit for the submission of GSTR 3B fbr the

month of August 2017
v" No action required
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Agenda Note No. 6(i) (1/2) B

Subject: Proposal for increasing the aggregate annual
turnover threshold under Composition scheme

; .a]l as mew tax-payezs and will ﬁe Tie
from the first day of the subsequent mont

~which the option to migrate to the
scheme is exercised.

Agenda Note No. 6(i) (2/2) 7

JAYNA BOOK DEPOT

Subject: Nil Rating of Exempted Turnover for paying tax
under Composition Scheme

S
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Agenda Note No. 13(v) -

Subject: Relief to Composition Service providers who are
earnmg interest on deposnts

since with this pro\nsmn the
« Even interest on depomts made in banks is  composition scheme is completely
~considered as a service (tbo'agh unviable for all ma:m&::tmem and
exempted). Therefore. person receiving  dealers who are earning interest
even interest is mehgible for compus:tmn' from deposits, etc.
scheme. =
oIt is pmmed: to issue removal of
difficulty order w's 172 so as to exclude
. suchservices from section 10.

Agenda Note No. 13(i) e

Subject: Exemption from registration for persons making inter-State
supply of services upto Rs. 20 lakh to any person

P opused( hange

< The ST law provides for a threshold
limit of Bs. 20 lacs. This limit has been

Rdﬁ(’ﬂh}it_‘ { men

CHAIRMAN.
INITIAL

/

given to provide relicf to small taxpayers
from compliance and collection of GST.

But, under Section 24 clause (i)
'r:glstmtmn was made mandatory for

persons  making inter-State supplies

irrespective oft!zl:tfxmovcr
It is proposed that an exemption from

- repistration be provided to small service

pmm&is,p' ) inter-State supply of

services, upto Rs. 20 lacs and (Rs. 10

 lakhs for special category States other
 than the State of Jammu and Kashmit).

. With lhemandﬂo:nglmﬁmc]mse

the purpose of the threshold limit was
defeated where the liability of
compliance and colleetion of GST
started with Rs. 1.

Small mwimmd&& such as guest

ete. hawzcome lmde:rﬂmamblt ofGST
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Agenda Note No. 13(iii)(8) S

-

Subject: To change time of supply in case of advances
received by taxpayers havmg turnover upto Rs. 1.5 crore

Pmpnstd ( h.mge

lj m' have expre difficulties in
: cump!ymgmﬂl this provision.

: roposed that time of supply in case
ceipt osfas:lmcasﬁum date of receipt
uch advance fo date qf issuance of

Agenda Note No. 13(vii) R -

JAYNA BOOK DEPOT

Subject: Exemption to services provided by GTA to
unregistered persons

Rationale/ Reason
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Agenda Note No. 6(ii) (1/2) 2l

Subject: Ease of payment and return filing for taxpayers with
annual turnover up to Rs. 1.5 Crore

Proposed Change | Rationale/ Reason

. Gmmaybemﬂhonmdtoapprovethaebangesmt"ﬁe"
~ CGST / SGST Rules required to implement this
pmpnsalﬂm}rbe meodebytheLaw stem.

Agenda Note No. 6(ii) (2/2) T

CHAIRMAN'S
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~ Proposed Change

nale/ Reason

, n 'moﬁoer’s meeting ‘ -
ﬂmnmay brs given to small mxpaym w ﬁn-; ‘

ﬂﬂ pu:chasm from such taxpaym may betr' e mm{g
7 GSTR-3B may confinte to be filed by all 6l for ‘;mm o
- themonth of December as amnownced earlier. [ TPES B mﬁm‘“‘“ o
¥ Cyele for July, 2017 returns may be umnpie{zd hy : h?m that FORM
~ all taxpavers as announced earlier. e GSTR-4 & GSTR-6
s I}mesmﬁ’cngust&Septembermavbemmmwd = Wimldhewathh}eby

il ering expiestinca fhom Hy vele. | - 03112017 and
rterly returns for small taxpayers “may stagt @
.:ﬂxam quarter starting Octaber, 2017 sl
t date for filing of GSTR~:1 fer ﬁrst q:am'_
be 15112017, cLiier
ast date for ﬁﬁ‘ng of GSTR—&fGr Euiy, Auzasl &'. i
iber may also be 15.11,2017. A
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Agenda Note No. 6(iii) S -

Subject: Proposal for suspension of application of provisions
of sub-section (4) of section 9 till 315t March, 2018

Agenda Note No. 6(iv) -

Subject: Proposal for deciding the date for operationalization
of prsvnsmns of nation\mde E-way bill

ng}a}sed Lhange : : Rationale! Reason
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Agenda Note No. 13(ii) S

Subject: Finalization date for operationalizing of TDS / TCS provisions

Proposed € e = Ratienxale ' R

Agenda Note No. 8(i)

CHAIRM
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® Time limit for furnishing return in FORM GSTR-5A for the
months of July, August and September, 2017 by a person
supplying OIDAR services proposed to be extended to
20.11.2017 from 15.09.2017

= Time limit for filing of FORM GST ITC-01 (for the purpose of
claiming input tax credit under section 18(1) of the CGST Act)
proposed to be extended to 31.10.2017
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Agenda Note No. 8(ii) -

= Proposal to amend Rule 46 so as to provide that
¥ in case of B2C supplies, cumulative value of goods or
services or both liable to tax at a particular rate & total tax
thereon on all such goods or services or both can be shown
¥ a single “invoice-cum-bill of supply” where both taxable as
well as exempted goods or services or both are supplied
= Proposal to amend Rule 54 so as to provide that a banking
company or a financial institution, etc. shall issue a consolidated
invoice or any other document for supply of services in a
particular month
= Proposal to amend instructions for filing return in FORM GSTR-4
so as to provide that serial no. 4A of Table 4 shall not be
furnished for July, 2017 to December, 2017

Agenda Note No. 8(iii) S

= Exemption from registration to casual taxable persons making
taxable supplies and persons making inter-State taxable supplies
of listed handicraft goods was approved in 20" Meeting of GST
Council and relevant notifications were issued
= Following items are proposed to be added:
v" Handmade shawls, stoles and scarves (may be added to Sl.no.
9 of the table in the notification, along with addition of
chapter 61)
¥ Chain stitch
v" Crewel, namda, gabba
¥ Wicker willow products
v Toran
¥" Articles made of shola

I

}7//}
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Agenda Note No. 8(iv) e

-

* Proposal to issue a circular so as to provide :

v Details filed in FORM GSTR-1 by the supplier would be
made available to the recipient in FORM GSTR-2A not later
than 11.10.2017 and the recipient shall furnish the details in
FORM GSTR-2 by 31.10.2017

v’ Details filed in FORM GSTR-2 by the recipient would be
made available to supplier in FORM GSTR-1A who will
accept or reject such details from 01.11.2017 to 02.11.2017
and his FORM GSTR-1 would stand modified accordingly.

Agenda Note No. 9 -

CHAIRMAN’S
INITIALS

Subject: Proposal for issuing notifications on cross -
empowerment for ensuring single interface under GST

Proposal 3 Rationale/ Reason
~ There is a broad agreeme

= cross empowerment umia- the
CGST and SGST Acts If
'empuwazmeut are kep% m
abeyance  for want of
agreement on IGST Act’s cross
empuwmeﬂt the e&rt to

It is pmposed that notifications on cross
] nt whw& %mve been pmpmd mn

increasingly feeling
delay in grant of refund.
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Agenda Note No. 10 (1/2)

* Vide its order dated 14.09.2017, the Hon’ble High Court directed

g}

the Central Government and the GNCT Delhi to issue corrigenda
to Notification No.13/2017 — Central Tax (Rate) dated
28.06.2017 and No. 10/2017-Integrated Tax (Rate) dated
28.06.2017, so as to make them fully consistent with the
decisions of the Council
v It was contended that there was a difference in the press
release issued immediately after the meeting of the Council
and the actual notification
In order to avoid challenges to the legality of the notifications it
is proposed that all the notifications, circulars and orders issued
by the Central Government shall be forwarded to the GST
Council Secretariat, through email, for information and deemed
ratification by the GST Council
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Annexure 4

Presentation on GSTN Issues

 Author: GSTN

Date ;: 6™ Oct 2017

GST System Project
Current Status

_ Registrations

Payments

Returas.

Application for New Registration for
Mormal Taxpayer

tion for New Registration

Online Payments through Internet
Banking and NEFT/ RTGS

Creation and saving of Qutward
Supplies Return in Form GSTR-1

ran Form 1 - Transitional
ITC [/ Stock Statement

Offline Payments-Over the Counter
{Authorised Bank} for amount upto Rs
10,000/-

Viewing of Invoices uploaded by
Supplier in GSTR-2A by Buyer

Tran Form 3 - Credit
distribution

Application of Enrolment for GSTP

Creation and maintenance of Electronic
Cash Ledger

Gfffine Utility for GSTR-1 for
upload of invoices

Application to opt for Composition |
scheme

Creation, saving and filing of
Return form GSTR-3B

Application for Registration of casual
dealer

Filing of Return Forms GSTR-1
and GSTR-2

Application for Amendment of
Registration — for non-core fields

Revocation of rejected application

Pracessing of Registration of
Migrated dealers

Application for New Registration for
TOS

Opt out from composition scheme

CHAIRMAN’S
INITIALS
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New Registration and [

New Registration

igration Stats (as on 4™ Oct’ 2017)

Number of Registration Filed and allocated 15,03,1 g
Number of Registrations = Approved 13,50,142 12,46,775 25,96,917
Number of Registrations— Rejected 85,845 1,92,743 ~ 2,78.588
Applications pending with Tex-officers 53,019 45,081 98,100
Application pendingwith Tax-payer (SCN raised) s 15,196 _ 29,327
MNumber of Tax-payers opted for Compaosition 15,42,143 I

Eimo

"faul[gtdréii IDs }' issued

85,73,268

Total PIDs Activated

ication part— B and fully migrated

72,83,902

Rejectad tirand Total

4,14,38692 1,67,59,551  5,85,56,297

213078  19,82,75,098 57846060  25,63,34,236
e g 27762910 8049  2,77,70,967
Grand Total 571,140  26,74,76,700 7,463,660  34,26,61,500
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Mode of Invoice Upload

2

5,085,548, 797
! ’ » GSP

# Offline
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v Collection St
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Daily Collection: September
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R 3B (August) — Daily Filing Status Gl

GSTR-38 (August) Daily Filing Stats
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Total count of filed GSTR-3B [August): 44,66,995
i §  Femiaf . R
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GSTR 3B (July) — Daily Filing Status

GSTR-3B [luly) - Daily Filing Stats

:::j-' =i

i

o

Total count of filed GSTR-3B {July): 53,20,651
T N e e

GSTR 1 (July) — Daily Filing Status

GSTR-1 Dally Flltng Stats
000

53000

33503 33414 3%y

27905
25218 T 266248 3enqy

21874 =
20784 . BB
'% Eﬁ
] st
9352 ¥ 9535 wl,‘._‘?\
]
§

" PSRN

> "

%, TR

i i I

BE R

& = =al iee
& &

ﬁ
sfﬁ’@’ﬁﬁ‘ Ha&@*“_a

Total count of filed GSTR-1 {July): 34,34,796
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System Stats — Resource Usage

[ GST System employs a "Circuit Breoker” s g precautionary
| megsure to avoid crash due to overload

AN SRSl

Some Statistics

*‘ Areund noon, user load
i raached the preset limit
H of BOK sessions

After aszossing the
system metrlcs the limit
veas taised to 1 Lakh

Even under 1 Lakh load
the resource utilization
was well under control

| Max
| Utilizatic

GSTR3B - JULY 2017 SETOFF THROUGH CASH LEGER
_ SET OFF THROUGH CASH LEDGER [Rs. In Crores)

CeST  |saST  |iGsT CESS TOTAL TAX INTEREST | PE TOTAL
2005274 | 13583.11 20952.30| 24365.33| 646152 6536226 747 0.60 000| 000]65370.34
350247 912.35| 14p8.80| 130371 S 7153) 371348, 274 169 000! 000 353137 4205.94
2355521 | 14495.46 | 22378.19| 2566004| 653305 69075.74| 10.18 229 000 0.00|6908831

R3BJULY 2017 (26™ SEPTEMBER 2017)
- = Couns of Returns
NO. OF R3B FILED |where liability paid
FOR JULY TILL by ITC or by Cash or
26/09/2017 by both

f
NIL Liability |
R_e{turn |
Count |

51,32,480

30,43,464

20,89,016

Paidby ITC/Cash |

Paid by ITC only 6.88 13.41%
Nil Liability Return 20,89 40.71%

S BN S EEmmS T .
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Some Statistics @mg[

s ; y 2017 {Excluding Ces
Total Credit Utilised
Set of Through Cash Ledger (CGST+5GSTHGST)
i Percentage i
e PR Pretey) Count of 38 | Total Cash Paid i o | Countotsp | TotalCredit
. = (Tax paid in (Credit Utilized) Utilised (Rs. In
5) - (Rs. In Crore) paid in cash Crore)
1to 33000 1637769 134401  1.95% 1167540 1311.41
33,0011t066,000 | wargIt] - o 322751 1.78% — 0832802 = T 15838
66,001 to 1 Lakh 121029 982.6 1.42% 189396 1545.66
1105 Lakhs 246359 | _ 5205.87 7.54% 505546]  11280.92]
5 to 10 lakhs 272188  3.94% 102424
10 to 30 Lakhs 4894.74 7.08%| . -T79058 T
30 lakhs to 1Crore 6767.6 9.80% 31784|
Above 1 Crore e b - 45944.01 66.50%| 1493s| 106.6:
TOTAL 2355521 69088.21 100.0% 2423493 125878.83
G W RS e H

Some Statistics @i}v

% of taxpayers unt of }.rﬁl‘ﬂnl of
CGST4S5G5T +1GST Countof  oftotalwho  [Tawpaid [Rs total Taxpaid |
B in Cr} cash I

1344,01 1.95%
1227.51 1.78%
982.6 1.42%

133,001 £ 66,000
66,001 t0 1 Lakh

1 to 5 Lakhs 5205 7.54%

6 to 101akhs 2721.88 3.94

10to 30Lakhs _4894.7 7.08

it fakhs to 1Crone Taxpayers Distribution

SO rtrore EEREE e e ——)
ey b 3 Crov R

5 Lo 20 lnkhs
1107 Lk

BE000 1 ) Lakh

GO0 1840 0.00% J000W 4000E SO0 R0.00% TOODN BILOGWM

% of iapuyers of waal wha pold i = Percantags of toval Yespaid s cah
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Updates of GoM Review Meetings GIN

1. Inthe first meating, on 16" Sep ‘2017, the GoM had identified 48 items for time bound resclution.

2. Out of these 48 items, 8 were completed and status was presented to GoM on 4" Oct '2017. The list of completed
items is given below: .
a) Placement of Resident Engineers {Interim/Permanent) at 37 locations (CBEC/States/UTs). Infosys was advised to
replace interim personnel with permanent ones who are qualified tc do this job, in next two weeks.
b) Sharing of data on the following items with Model 1 and 2 in csv format
i. EnrolmentReport (CBEC and States); Daily incremental is being shared after sharing of complete data dump
iil. New Registration Report (CBEC and States): Daily incremental is being shared after sharing of complete data
dump
fil. Return Filer (CBEC and States) : Dailyincremental is being shared after sharing of complete data dump
iv. Dealers complete Addresslist {CBEC and States): Complete data dump (one time) shared for bath, migrated
as well as newly registered ones.

v. GSTR 3B filer (CBEC and States): Complete data dump (one time)

NN B EEEEE OEmmEE T .

Updates of GoM Review Meetings GIN

¢} Sharing of data with Model 1 States: The root cause for difference in data reported and records (registration form,
returns etc.} pulled by CBEC/Model 1 states has baen found and corrective action taken
d) Enablingtax payers stuck at submit stage to edit the same and file GSTR-3B (2.2 |acs tax payers)
e} Amendment of core and non-core items of Registration form rolied-out on the portal
f) Tran-1 Filing (Negative Credit issue) resalved for future use, Cases done in past are being dealt separately by data
fix.
gl Suo Moto Registration rolled-out on the portal having functionalities given below:
i. 1D creation
ii. CreateChallan
iii. Making Payment

h) Opt-out from Composition scheme rolled-out

IV N Um0 =
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Updates of GoM Review Meetings

of GoM | Vi L . GIN

3. Out of these 48 items, 4 are in progresswith some delay, The list of such items is given below:
a) GSTP Registration application Processing
b) TDS/TCS Registration Application Processing
c} RevisedTranl{Reopsning Tran 1to enabie submission of revised TRAN-1)
d] Refund for Export - (CEGATE &FI
4. For 4items, release dates have been advanced based on directions of GoM, Ths list of such items is given below:
&} GST PMT-O7: Applisationfor intimating discrepancy relating to payment
B] GSTR-38: Enhancement to enable Preview and Print outyPOF Download
c) Revocationof RC

dj Change of Authorised signatory by tax official

5. Otheritems

a} Roll-out of TCS/TDS: Keeping in visw the siatus of development of TC5/TDS moduls and time taken to process the
reglstration application by tax officers, it was felt thatthe roll-outof TCS/TDS should be done fram 13 Dec '2017 sa
thatfiling of the return can be made available from 1% Jen '2018. Since the mismatch logic hasn't been fully
finalized, GSTN was asked to go ahead and deploy the TCS/TDS registration processing and return fling without
creation of mismaich report.GSTR-38; Enhancement to enable Praview and Print out/PDF Download

b} Review of progressby IT committee beforethe meeting of GoM: Keeping in view the technicalities invelved and
the fact the IT committes Is meeting every waek to review tha IT issues, it was declded by GoM that the |T
committes will mesta day or two befores the Golv mesting and review the progress. Ondy tems niot resolved or
requiring attention of Gol will be put up before it
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Updates on Prioritized Functionalities

Agreed Dateof | Actual Date of
# FORM FORM Components/Details Deployment | Deph o Remarks
Solution for 3.5 lakh GSTR3® who have submitted Rosed for 95% cases, rest 5% needs a complex
1 GSTR3B  btnotfiled Hlepld 2:3epdy lutlon, under development
egistration, Migration, and Returns (GSTR38)
2 Mis Reports Data Dump for Model-2 States 22-5ep-17 On-going ports have been shared. Paymentreportis in
oress. ;
3 Registration Amendments of Core fields 22-Sep-17 27-Sep-17
4 Registration :Opl out for Compasitionscheme 22-Sep-17 01-0ct-17
i
Suo Mato Registration and Payment aption by Govt.
5 Registration depariment 29-Sep-17 27-5ep-17
[.‘1) IDcreation, 2) Creata Challan, 3) Making Payment|
N ) 0 AT in progress, target production deployment
6 Registration EGSTP Reglstration Processing 29-Sep-17 date s 18th Oct.
7 Registration i‘rDSJTCSRe.gxstration and Processing 29-Sep-17 AT in progress, target productiondeployment
iin UAT, there are filing issues and being
8 GSTRIA Genaration & Submission/Filing of GSTR- 1A 30-5ep-17 'addressed. Productiondeployment willbe on 5th|
= orkaround (for exports) will be released by 4th
9 Refunds  RefundforExport- ICEGATE API (Partof RFD-01} 30-5ep-17 5 phodtedan.
3
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Updates on Prioritized Functionalities

; Agreed Dataof
# FORM FORM Compaonents/Details e it ETA Status Remarks
A Creation and submission of Returns in Offline " . .
— 10 pifise Utility forGSTR-2 withoutxls download from tool -0t 17 D&-0ct-37 inProgress |UATin progress
11 [GSTRZA G5TR-2A for 15D changes 11-0ct-17 20-0c1-17 | InProgress [Developmentcompleted,

Creation and submission of Returns In Offline

17 Ahne ihiey for GSTR-2 with xls downlvad froem too

11-Oct-17 13-0ct-37 I Progress  Release Testing in progress.

Revised Tranl (Reopening Transition Form 1 ta
enable Multiple Submity

Developmentunder progress. Fxpedted deployment
For Release Testing by 9th Oct

13 {Trani 13-Oct-17 24-Cict-27 i Prograss

i Ga, Bk~ dev completed (RT:. 3rd Oct). 9a, 9b [RT: 6th
16 Trant C5v Utdity for Ba, 65, 7b, Sa, 9 af TRAN-1 13-0ct-17 20-0cl-47 | InProgress Oct). 7h- Release Test ralease 20th Oct.
AT ~ oneweek post Relesse Test release

Grizvance for Payment not reflectingin Cash

15 Pagment Ledger - PAATOF 16-0et-17 13-Cet-57 irs Progress  Developmentunder progress

16 lesTRSA !Ci:zzt’];;:’& Submission of GSTR-5A [OIDAR 17O AT 20-65[2-3.? in Brogress :T;—f:t:;i:;:;agmg ;:;;:@.

17 yveot E’:f&";:; "I If:;::g‘:::g;ﬂ:gs‘:’h'cﬁig"c‘g’; 4| 1706447 | 200647 | inProgress inRelease Testing UAT to startfrom 13th Oct.

18 |GSTRIE EEES‘TG-?! 8- Feature Enhancement 0D Nt started iy gﬁ;:;iﬂ‘mgi:“f;g;:‘;zmw

—
1 FORBE FORN Components/Details Agreed Dateof ETA Status Remarks
Deployment
‘GETR-3B - Enhancement toenable Print THET
19 |GSTR38 st/ POF Downioad 38017 14-0ct-17 InProgress  Development under progress
G ToA e Development under progress. UAT to start
20 [GSTHIA GSTH 1A Offlne utility 18-0a-17 Z £ . In Progress o 13th et
2% |Begietration  Change of suthorized signatory by Tax 130117 14-0c2-1% InPragress  Release Testingin progress,
i
22 [Registration  Registration of Non Resigent Tax Payers 18-0c1-17 180117 InProgress  in Release Test. UAT to start from 10th Oct.
23 [Trani GG API's for Transition Torms 20-0e-17 20-0ct17 InProgress  Development|s in progress.
24 GSTR1 H55TR 1- Enhancernontto enable Preview 26-0et-17
and Print out/POF Download
25 |BSTR2 1G5TR-2 - Enhancementio enable Preview 20-0ct-17 ili be operationaffram 11th Oct.
o iand Print out/PDF Download
7 Mis 1415 Reports for Maocdel-2 States 20-0ct-17 Develapmentln progress, Will be sharedina
staggersd way— first sel by 20™ Ot
28 (GSTRE, GSTR Creatian & Submission of Return farishD 23-0er-17 23-0ct-17 }\ﬁlmse Testing in progress,
B4 GSTR-6 [ View of GSTR-BA [i5D] i
29 GSTR3 iCreation and Submission Of Monthly Return 30-0ct-17 Inder closed group testing.
GSTR=-3
30 Mismatch Creation & DHsplayof Mismatch Report 30-0et-17 Li-Hov-17 InProgress  Developmentin progress.
Report "
4
—

4.
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Updates on Prioritized Functionalities

[ FORM FORM Components/Details : Agreed Date of ETA Status Remarks
| Deployment
31 [Registratiorn Change of jurisdiction by Tax Officer before I 30-0ct-17 30-0ct-17 InProgress  Under Release Testing, Will be delivering
:approval [ rejection I beforethe due date.
32 |Registration [OIDARRegistrationand Processing ! 30-0ct-17 30-Oct-17 InProgress MWorkaround will be provided by this date,
33 [Registration Cancellation and Surrender of Registration 30-0ct-17 30-0ct-17 InProgress  Workaround will be provided for cancellation|
[Certificate by 10th Oct.
34 [Registration Revocationof RC | 30-0¢2-17 30-0et-17 NotStarted  [Develepmentnotstarted
35 [Registration (Grievance Management 30-0ct-17 30017 InProgress [Reiease Testing in progress.
36 " |GSTP Dashboard 30-0ct-17 30-0ct-17 InProgress Developmentunder progress.
37 [Tran2 Transition Form 2 Development i 30-02-17 30-0et-17 InProgress  [Developmentunder progress.
! |
38 GSTR4 Creation & Submission of Quarterly Return | 03-Now-17 03-Nov-17 InProgress  [Ta be released by 15th Oct however
by Compounding TaxpayerGSTR-4 | intimeline is required.
39 [GSTRI11 FFiling of Returns by UIN Holdersfor Inward l 10-Nav-17 10-Now-17 NotStarted Developmentnotstarted
Supplies GSTR-11 |
40 GSTR4 View of GSTR-4A (composition supplies) | 17-Now-17 17-Nowv-17 InProgress  Tobe released by 15th Oct however
| jextension in timeline s required.

E FORM FORM Components/Details Agreed Date of ETA Status § Remarks
Deployment |
41 |GSTRS  [Returnfor non-res'lsenltaxamepersnn T 17-Now-17 17-Nov-17 In F_rt;gress Release testing is in progress i
42 |Refund: funds - Exports WO paymentoftax - part 20-Nov-17 20-Now-17 In Progress ll)uign is in progress.
of RFDO1
43 Refunds Refunds - BO Processing 20-Nov-17 20-Nov-17 InProgress  Designis in progress.
44  Refunds Refunds - Excess Balance in Cash Ledger 01-Dec-17 01-Dec-17 Nat Started Pwebpmem not started
45 |GSTR7 Creation and Submission of TDS Refurn 08-Dec-17 08-Dec-17 Mot Started bmhpmem notstarted
GSTR-7 |
i
46 |GSTR7A View of GSTR-7A(TDS) 08-Dec-17 08-Dec-17 Mot Started bmbpmenl notstarted
i
47 GSTRS Creation & Submission of Return fore- 08-Dec-17 08-Dec-17 Not Started }Jm&opmem not started
Commerce GSTR-B |
48 Refunds Refunds - Exports of Services 08-Dec-17 08-Dec-17 Not Started  Development not started
{
2
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ion Taken Note on remaining items

L Component

———

Status

, Registration

When the reply to the notice issued on registration
application is overdue, an alert should be raised by the
system to the officer

Registration

Specific errors be given on rejection of registration due to
some errors due to datavalidation

| mBI figures and those shared by GSTN are not ma'l'nz'ﬁhnga

Alert is generated when taxpayer does not respond within |
due-date. One more alert will be created as and when |
taxpayer responds within due date

Completed

-"I‘ax paymé;xi bafore GST ;egime and tax payment after (ESTT
regime should be analysed. Data before GST regime should

| Paymemsj
Mechanism for recanciliation should be put In place
| immediataly
‘ Payments
| be pulled from VAT systems.
|
| Settiement

Reconciliation partially resolved and the first time success
rate with Banks has improved, however, the work is In
progress with Banks and RBI to resolve the issue compietely. |
The payment during August month return filing was much
smoother On 19th and 20th Sept 45,460 Crores was paid by
the taxpayers and handled by the system

Request has been made to States but datais yet to be
received from them.,

Settlement relaced issue needs to be fixed on priority

Settlement report was prepared on 26th Sept based on data
as on midnight of 25th Sept and handed over to Department
of Revenue for further processing 1

Action Taken Note on remaining items

Componeant Activity Status

Returns Ensble editing after Submit button and before filing. The Preview has been done for GSTRY, GSTR2, and GSTR38,
preview shoadd be avallable to taxpayers. Preferably, the TRAN-1 is in progress. However, ellminating the Submit
"submir” business process should he changed to “calculate”| change is big design change and the entire solution has to be
or "generate” business process, thought through holistically. Discussion in progress and

timaline not estimated.

Returns Filing of TRAN-1 has been made a pre-condition to filing of | Only if the TRAN-1 has been submitted as entries are made In
Retumn ¥ the TRAN-1 has been opened and submittedbut | the {TC Ledger and the same can be utilized even If TRAN-L1s |
not filed by the taxpayer due to errors or zero data. This not signed and filed and hence the restriction.

SR | should be delinked. ol B - o
Returns | Beta testing of GSTR-1/2/3 should be done quickly. In Progress ;
| Preferable time will be during 215t to 30th of Sept, 2017. i
| Beta version and access to the system should be provided i
| tothe officers for testing feedback. |

Back-Office Functionality to change the authorized signatory by tax in UAT
official to be made available at the arliest,

Others Dummy access to the portal in test environment will be Completed access to Training environment. Access to |
given to states and CBEC so that tax officials can perform Production can’t be given t
some guick test on the new functionalities
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Annexure 5

Report
of the

Committee on Exports

Placed Before the GST Council

22™ Meeting
Delhi
6™ October 2017

Background
* Taking cognizance of the reported difficulties being faced by exporters

past-GST, the Council decided to set up a Committee on Exports in its 21st
Meeting held on 09.09.2017 at Hyderabad.

Mandate

* To examine the issues troubling the export sector post-GST and to
recommend a suitable strategy for helping this sector.

/D

/]
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Constitution of the Committee on Exports

* Hon'ble Finance Minister constituted the Committee on Exports on
12.09.2017 with Revenue Secretary as Its Convenor and the following
officers :

B Ne e & Orga
& vt BK Do, Member Qusboers, CREC ember
ES TEwtar Euu;:;irm Seewval of Foralghi Yade  Sfamb o
4 Sowi Aeun Goyed, Additinral GET Counes Mamber
Sl Sardoon ML Wlﬁ&?& Garsrad, . Mok
Direchorabe Genes E‘w&tﬁumum CHES Seretsey

{ir B0, Vagreds, Comemimsicons of Comevercesd Taues, Mumber
Soveenmant of Bujarat

T Sl Rwlglumﬁawmls;iw;&of foales Taw, Sirbers
L Govsmment of Masacashira i
& Sl Rinvil Rarganae Parlee, Commissioner of Cosrmriad Tans, b

Government of Kamstaks
- Fs. Smarskl Mahapatea

Gmﬂmcn_t nf%tﬁm‘!g =
B Lerl B Badsji iodnt Comrnissioner of Commercial Taxns, Kembar

Ecionar of Co Tamar, Membar

Gowsenmant of Tem Macs
1 Sl Upender Sinn, Comeminsiomer {G5T Poicy], CBEC ;
i 5ol L. oty Srindeny. folest Saermtaey fumtoms ) CREC Specisd invitee 3

Stakeholder Consultations

*  The Committee and its Sub-Groups met 6 times between 19.09.2017 and
29.08.2017,

*  The Committee interacted with stakeholders from both within Government
and outside. Views of Comimerce Secretary, Chief Economic Advisor, CBEC,
GSTN, CGA and Pr. CCA were taken on board.

* The Committee had in-depth discussion with major Export Promotion
Councils (EPC)
©  Federation of Indian Export Organizations [FIEQ]

Gem and Jewellery Export PFromotion Council {GJEPC)

Engineering Export Promotion Council (EEPC}

Council for Leather Exports {CLE}

Basic Chemicals, Cosmetics & Dyes EPC {CHEMEXIL)

Apparel Export Promotion Council {AEPC)

Pharmaceuticals Export Prometion Council (PHARMEXCIL)

Handicrafts Export Promotion Council (HEPC)

(AR = R

o o o Q
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Major Problems of Exporters

3

2

Delays in grant of refunds of IGST and input taxes on exports.

Woaorking capital blockage :

(a) for manufacturer exporters including EOUs due to requirement of
upfront payment of GST on inputs / capital goods, and

(b) for merchant exporters due to requirement of upfront payment of GST
on finished goods.

. Increased transaction cost due to requirement of bond/letter of

undertaking (LUT) and for bank guarantee in certain cases.

Reduced usability of duty credit scrips and levy of GST on their sale-
purchase.

Levy of GST on bunker fuel supplies to foreign going vessels eroding
competitiveness.

Recommendations of the Committee

1. Delay in Refunds

Main reasons for the delay:

o Grant of refunds Is linked to returns (GSTR-1 and GSTR-3/3B), which
are held up for various reasons.

o GSTR-1 which contains transaction level details of export supplies Is
available for July only. It cannot be filed for August and subsequent
months till the cycle of filing GSTR-1, GSTR-2 and GSTR-3 is completed
for previous month - a legal requirement and GSTN is desighed so.

o Refund module is not ready In GSTN.

Recommended Solution:

o Process refunds manually till such time the systems related issues are
resolved.
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1- Refund of IGST paid on goods exported outside India

-

To be dealt with by Customs Officers

By 10.10.2017 - Refunds for July 2017 to begin — Shipping Bill is the
application for refund. GSTR-1 and GSTR-3B is with GSTN and the proof of

export for goods (EGM) Is with Customs - CBEC and GSTNM in association
with Principal CCA and Controller General of Accounts of India [CGA) are
working out modalities to start payment of refunds.

By 18.10.2017 - Refunds for August 2017 to begin - As GSTR-1 cannot be
filed {because cycle of GSTR-1, GSTR-2 and GSTR-3 for previous month(s) is
not compiete], GSTN would make avallable only Table 6a of GS5TR-1 of
exporters with the details of zero rated supplies electronically to CBEC.
Refunds would be processed using GSTR-3B data with the Table 6a data.

Refunds for subsequent months - To be dealt in like manner of August
2017 till the time GSTR-1 is made available.

{a) Refund of IGST paid on export of services / supplies to SEZs

{b) Refund of accumulated credit on export of goods / services /
supplies to SEZs under Bond/LUT

To be dealt with by jurisdictional Central / State G5T officers

By 06.10.2017: GSTN and DG Systems, CBEC to finalize modalities for CBEC
to receive all GSTR-1s and all GSTR-3Bs.

By 10.10.2017: GSTN to make available a new utility form RFD O1A on
website for refund claimant which would contain a request to debit the
credit ledgersfor ITC refund being claimed.

By 30.10.2017: GSTN will make available facility in a new form RFD 018 for
GST officers to order re-credit the amount of refund rejected.

Accounting: Pr. CCA + CGA + CAG + Budget Division + Revenue Hgrs + State
accounting authorities are finalizing the accounting procedure and
settlement of funds.

Cross empawerment: GIC is looking into the cross empowerment of State/
Central GST officers for grant of refunds,

SOP: GIC is developing a SOF for the grant of refunds manually till such

time the systems related issues are resolved. g
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2. Working capital blockage

Q

Pre-GST, the major export promotion schemes viz. Advance
Authorization (AA), EPCG and EOUs allowed duty free procurement of
inputs / capital goods for export production.

Under GST, such supplies are subject to IGST on imports and GST on
domestic sourcing. Thus, funds are blocked for production-refund
cycle of about 6 months.

Pre-GST, merchant exporters procured export goods free of Central
Excise duty (Rule 19 of Central Excise Rules) and VAT (Form-H).

Under GST, tax is to be paid This has created need for additional
working capital as taxes paid get blocked for entire procurement-
export-refund cycle.

*« Recommended solution:

The Committee examined two options to address the issue of blockage of
working capital of exparters.

* OPTION-1:
For exporters availing Advance Authorization (AA) / Export Promotion
Capital Goods (EPCG) / 100% Export Oriented Units (EOU) schemes

I. For imports — Grant exemption from IGST and Cess under Section 6 of IGST
Act, 2017 read with Section 25 of Customs Act, 1962,

Ii- (i} For domestic supply -

b.

Notify supplies as deemed exports u/s 147 of CG5T/SGST Act and allow
refund of tax paid to supplier.

Issue Advance Release Order (ARO) in the name of supplier identified
by exporter having AA / EPCG or EOU status,

Existing monitoring mechanism for exports to continue.

For refund of IGST on inter-state deemed export supplies, settlement
mechanism would be required.

- {ii) For Merchant Exporters (ME) -

a.

b,

Supplies of goods to a ME registered with EPC / Commodity Boards)
shall be on payment of nominal 1% GST.

Adequate safeguards such as requiring export goods to be aggregated
in export warehouses etc. to prevent misuse.

10
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* OPTION-2 : e-Wallet

o Create an e-Wallet for exporters and give a notional crédlt in advance
on the basis of the past export performance,

o Exporter can use the balance in e-Wallet to pay tax liability and then
adjust the credit against the refund paid to him.

o Notional credit in e-Wallet is like an advance refund, with the
restriction that this can only be used to pay taxes and will be adjusted
against final payment of refunds.

o Payment of IGST on Imports: The credit in e-Wallet can be used for
payment of IGST on imports to Government thus ensuring there is no
additional burden of working capital.

o Payment of GST on domastic purchases: GST has to be paid to the
supplier. The e-Wallet system permits a transfer of balances from one
account to other and the balances are allowed only to pay taxes. The
working capital requirement in the eco-system gets reduced by the
amount of the notional credit given in the e-Wallets.

«  Comparison of Option-1and Option-2

ITPraparadness  Exlsting neachanism in customs system 1T platforml needs 1o b built and
wiousd suffice for Import. intagrated with Customs system for
For Doemestic procurement G5TR 1 can Import .

capture  suppbes under Deemed GSTRL has 1o be tweaked to includs

Expor. debits of e-wialfer.
IT platforrn needs 10 be devaloped for 1T platform need 1o be developed for
ARC mechanism. . AR eguivalent mechanlsm.

oo e B e
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3. Increased transaction cost due to requirement of bond/letter

of undertaking (LUT) for all exports and bank guarantee in
certain cases

Pre-GST, service exporters as well as merchant exporters were not
required to execute any bond/LUT except for the exporters registered
with Central Excise. However, Section 16 of IGST Act, 2017 requires
zero rated supplies to be made under bond or LUT, subject to such
conditions, safeguards and procedure as may be prescribed, without
payment of IGST. Thus, statutory requirement Is either bond or LUT
and a Bank guarantee is part of safeguards and conditions.

The Committee’s recommendation was to dispense with the
reguirement of a bond as well as a Bank guarantee and prescribe only
aluT

This recommendation was endorsed by the GIC and implemented vide
Notification No.37/2017-Central Tax, dated 04.10.2017.

. Reduced re-usability of duty credit scrips

Pre-GST, duty credit scrips issued as incentives to exporters by DGFT
could be used for debiting Customs duty as well as Additional Custom
Duty on imports and Central Excise duty and Service Tax on domestic
procurement. However, post GST, these scrips can be used only for Basic
Customs Duty. This has reduced their utility and their sale value has
come down. DGFT suggested that the scrips may be allowed to pay GST,
but this is not found acceptable.

The Committee recommends that GST rate on sale-purchase of duty
credit scrips be reduced from 5% to Nil. When the option of e-Wallet is
adopted, even MEIS scrip can be deposited in e-Wallet in which case this
concession may not be necessary.

Page 110 of 111

13

14




[Estciiigig

LY

JAYNA BOOK DEPOT

MINUTE BOOK

5,

Denlal of provisional refunds

Ch 03.08.2017 Council desired the Committes to examine the proposals

vide Agenda Item 5(i) to disallow provisional refunds to [a) exporters who
obtain registration within 6 months of applying for refunds and (b)

“exporters who do not furnish returns for 3 consecutive tax periods

preceding the refund application,

(&) The Committee is of the view that the need of the hour is to encourage
exports especially by new exporters. Further, refund is linked ta the
factum of export which is to be necessarlly established. Thus, the
Committee recommends that provisional refund should not be denied to

new exporters

(b} The Committee noted that the grant of refund is incumbent on the

completion of the return cycle. Thus, the Committee feit that the proposal
is infructuous and need not be proceed with.

GST on bunker fuel supplied to foreign going vessels

The Committes noted that high rate of GST on bunker fuel supplied to
foreign golng wessels §s making India less competitive viz o viz
neighbouring countries and oil marketing companies report that business
is shifting to countries like 5 Lanks. The Committee was of the view that
the G5T rate on bunker fuel should be such that it encourages coastal
shipping at par with foreign going wvessels and also obwviates the
administrative problems of monitoring the end use.

The Committee recommends that G5T rate on bunker fuel may he reduced
to 5% for both foreign going vessels and those on coastal run.
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