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File No: 155/22" GSTC Meeting/GST Council/2017
GST Council Secretariat

Room No0.275, North Block, New Delhi
Dated: 29 September, 2017

Notice for the 22" M eeting of the GST Council scheduled on 6 October 2017

The undersigned is directed to refer to the subject cited above and to say that the 22 Meeting of the
GST Council will be held on 6 October 2017 at Hall No 2-3, Vigyan Bhavan, New Delhi. The schedule
of the meeting is asfollows:

e Friday, 6 October 2017 : 10:30 hours onwards

2. In addition, an Officer’s Meeting will be held on 5 October 2017 at Hall No 2-3, Vigyan Bhavan,
New Delhi asfollows:

e Thursday, 5 October 2017 : 15:00 hours onwards

3. The agenda items for the 22™ Meeting of the GST Council will be communicated in due course of
time.

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

-d-
(Dr. Hasmukh Adhia)

Secretary to the Govt. of India and ex-officio Secretary to the GST Council
Tel: 011 23092653

Copy to:

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

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

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

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

5. Chairman, GST Network
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10.
11.
12.

13.
14.

Agenda Itemsfor the 22" Meeting of the GST Council on 6 October 2017

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 specia category States except Uttarakhand and J & K) to Rs.
1 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 upto Rs. 1.5 Crore
iii. Proposal for suspension of application of provisions of sub-section (4) of section 9till 31March,
2018
iv. Proposal for deciding the date for the operationalization of provisions of nationwide e-way bill
I ssues recommended by the Fitment Committee for consideration of the GST Council
i. GST Ratein 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 & 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 milesand Transportation
of natural gas through pipeline
vii. Reverse charge mechanism for Overseeing Committee of 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. Changesin GST rates on certain goods/ clarifications to be issued
I ssues recommended by the Law Committee for consideration of the GST Council
i. Extension of timelines for filing of FORM GSTR-5A and FORM GST ITC-01
ii.  Amendment of some provisions of CGST Rules, 2017 [relating to invoice (rule 46, 54 (2),
additional instruction in FORM GSTR 4)]
iii. Inclusion of additional items in Notifications No. 32/2017-Centra Tax and No. 8/2017-
Integrated Tax (handicraft items)
iv.  Clarification regarding the due dates for the generation of FORM GSTR-2A and FORM GSTR-
1A for the month of July, 2017
Proposal for issuing notifications on cross-empowerment for ensuring single interface under GST
Proposal for deemed ratification of notifications, circulars and orders by the GST Council
Procedure for implementing GIC decisions of urgent nature requiring immediate implementation
Issues carried forward from the 21% GST Council Megting: -
i Approach Paper on principles for Fitment post-implementation of GST
ii. Issues listed in Annexure 11B 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)
iii. Issues listed in Annexure 111 of Agenda item 7 of 21% GST Council Meeting (GST rates on
services — Proposals found NOT acceptable by the Fitment Committee)
iv. List of Acts from the Centra and State Governments as per Section 5(4) of the GST
(Compensation to States) Act, 2017

Any other agenda item with the permission of the Chairperson
Date of the next meeting of the GST Council

Page 4 of 227



TABLE OF CONTENTS

Agenda Agenda ltem Page No.
No.
1 Confirmation of the Minutes of 21% GST Council Meeting held on 9 September 2017 7
Decisions of the GST Implementation Committee (GIC) for information of the
2 Council 79
Minutes of 1% Meeting of Group of Ministers (GoM) on IT Challenges in GST
3 Implementation for information of the Council and discussion on GSTN issues. 82
Note on revenue collected in August and September, 2017 under Goods and Services
4 Tax (GST) and Compensation paid to States for the period July — August, 2017 89
. Report and Recommendations of the Committee on Exports o1
Issues for consideration for relief to small taxpayers
i. Proposa for increasing the aggregate annual turnover threshold
under Composition scheme from Rs. 75 lakh (Rs. 50 lakh in special 111
category States except Uttarakhand and J & K) to Rs. 1 Crore; and
not taxing the exempt supplies made by a composition dealer
6 ii.  Proposal for quarterly filing of returnsalong with quarterly payment
of taxes by taxpayers having annual turnover upto Rs. 1.5 Crore 113
iii.  Proposal for suspension of application of provisions of sub-section 114
(4) of section 9till 31 March, 2018
iv.  Proposal for deciding the date for the operationalization of 116
provisions of nationwide e-way bill
Issues recommended by the Fitment Committee for consideration of the GST
Council
i. GST Rateinrespect of government works contract services having
. 117
high labour content
ii.  Definition of Governmental Authority and GST on Government 119
Grants
iii. Rate of tax on car leasing, sale of leased cars, sdle of old & used
cars and reverse charge mechanism on sale of used /seized vehicles, 124
scrap etc by government departments
iv.  GST on renting of motor cab and transport of passengers by motor 128
7 cab services
v.  Reductionin rate of tax on some Job Work Services 130
vi.  Rate of tax on works contract in offshore Areas beyond twelve 136
nautical miles and Transportation of natural gas through pipeline
vii.  Reverse charge mechanism for Overseeing Committee of Reserve | 137
Bank of India (RBI) under GST
viii.  Amendment in GST natifications in respect of 5% GST rates on
cereals, pulses and flours etc. put up in unit container and bearing a 138
brand name
iX.  Changesin GST rates on certain goods/ clarifications to be issued 140

Page 5 of 227




Issues recommended by the Law Committee for consideration of the GST Council
i. Extension of timelines for filing of FORM GSTR-5A and FORM
GST ITC-01
ii.  Amendment of some provisions of CGST Rules, 2017 [relating to
invoice (rule 46, 54 (2), additional instruction in FORM GSTR 4)]
iii.  Inclusion of additiona items in Notifications No. 32/2017-Central
Tax and No. 8/2017-Integrated Tax (handicraft items)
iv.  Clarification regarding the due dates for the generation of FORM
GSTR-2A and FORM GSTR-1A for the month of July, 2017

147

148

150

151

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

153

10

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

160

11

Procedure for implementing GIC decisions of urgent nature requiring immediate
implementation

162

12

Issues carried forward from the 21% GST Council Mesting: -
i. Approach Paper on principles for Fitment post-implementation of
GST

ii. Issueslisted in Annexure 11B of Agendaitem 7 of 21% GST Council
Meeting (List of goods discussed by the Fitment Committee where
no change in rate of tax was proposed)

iii. Issues listed in Annexure 111 of Agendaitem 7 of 21 GST Council
Mesting (GST rates on services — Proposals found NOT acceptable
by the Fitment Committee)

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

163

177

206

213

13

Any other agendaitem with the permission of the Chairperson

14

Date of the next meeting of the GST Council

Page 6 of 227




Discussion on Agenda Items

Agenda ltem 1: Confirmation of the Minutes of the 21% GST Council M eeting held on 9

September 2017

Draft Minutes of the 21% GST Council M eeting held on 9 September, 2017

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

on 9 September, 2017 in Hotel Novotel, Hyderabad, Telangana, 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 isat Annexure 1. A list of officers of the Centre, the States, the GST Council and
the Goods and Services Tax Network (GSTN) who attended the meeting is at Annexure 2.

2.

The following agenda items were listed for discussion in the 21% Meeting of the Council: —

1. Confirmation of the Minutes of the 20" GST Council Meeting held on 5 August 2017.

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

3. Nomination of Director in the Board of GSTN from Group B (State Governments)

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

5. Issues recommended by the Law Committee for consideration of the GST Council

i.  Notification with respect to sub-section 6 of Section 54 of Central Goods and
Services Tax Act, 2017 (Category of Registered Persons not eligible for refund)
ii.  Extension of date for opting for composition till 30 September, 2017 in respect of
such migrated taxpayers, who have not exercised their option till 16 August, 2017
iii.  Exemption from the requirement of registration to the persons making supplies of
handicraft goodsin different states
iv.  Exemption to ajob-worker making inter-State supply of services to a registered
person from the requirement of obtaining registration under clause (i) of Section
24 of the CGST Act, 2017 and consequential amendments
v.  Notifying the date from which Section 51 of the CGST Act, 2017 shall come into
force as 18.09.2017 and notifying certain persons or category of persons as
deductors under clause (d) of sub-section (1) of Section 51 of the said Act
vi.  Constitution of the Standing Committee, Screening Committees and National Anti-
profiteering Authority (NAA)
vii.  Trandgtional provisions and filing of FORM GST-TRAN-1
viii.  Changesin Central Goods and Service Tax Rules, 2017
6. Approach Paper on Principles for Fitment post implementation of GST
7. Recommendations of the Fitment Committee on goods and services (Outstanding Agenda
Item from 20" GST Council Meeting)
8. Other Recommendations of the Fitment Committee

i.  Alternative approach for GST Rate Structure for Handicrafts
ii.  Compensation Cesson Motor Vehicles
iii.  Exemption from GST on the services provided to both international and domestic
customers by ANTRIX Corporation Limited from levy of GST

Page 7 of 227



iv.  Exemption from GST on the supply of nuclear fuel and heavy water by DAE to
NPCIL
v.  GST onadmission tickets for FIFA Under-17 Football World Cup-2017
9. Any other agenda item with the permission of the Chairperson
10. Date of the next meeting of the GST Council
3. At the start of the meeting, on behalf of the Hon’ble Chief Minister of Telangana, Shri Etela
Rajender, Hon’ble Finance Minister, Telangana, welcomed the Hon’ble Union Finance Minister, the
Union Minister of State for Finance and the Hon’ble Members of the Council and also the officers of
the Central and the State Governments. He informed that the Hon’ble Chief Minister of Telangana had
personally monitored the arrangements for the Council’s meeting and the stay of the delegates. He
added that his State was honoured to host the 21% Meeting of the Council in Telangana.

4. The Hon’ble Chairperson commenced the 21% meeting of the Council. On behalf of all the
Hon’ble Members of the Council, he thanked the Hon’ble Chief Minister of Telangana, Shri K.
Chandrashekar Rao, the Hon’ble Finance Minister of Telangana and his team of officers for the
excellent arrangements made for the meeting. The House endorsed this statement with aloud round of
applause. The Hon’ble Chairperson also thanked the Hon’ble Deputy Chief Minister of Telangana, Md.
Mohamood Ali, for the excellent arrangements. He further stated that Shri Santosh Gangwar, the
erstwhile Hon’ble Minister of State for Revenue has been entrusted other responsibilities in the
Government and welcomed the new Hon’ble Minister of State for Finance, Shri Shiv Pratap Shukla, as
the new Member of the Council. He thereafter commenced discussion on the agenda items.

Discussion on agenda items:

Agendaitem 1: Confirmation of the Minutes of the 20" GST Council meeting held on 5 August,
2017

5. The Hon'ble Chairperson invited comments of the Hon’ble Members on the draft Minutes of
the 20" Meeting of the Council held on 5 August, 2017 (hereinafter referred to as the ‘Minutes’).

51.  The Hon'ble Minister from Punjab stated that in paragraph 15.3 of the Minutes regarding
discussion on changes to Central Sales Tax (CST) Rules, there was a reference that States could work
out a scheme where al States should have a low rate of Vaue Added Tax (VAT) (say 5%) on those
petroleum products which were presently out of GST, when they were used as inputs for manufacture
of any other product. He stated that a uniform decision was required to be taken at an early date as
otherwise interest of some States would get adversely affected. Dr. Hasmukh Adhia, Secretary to the
Council (hereinafter referred to as the ‘Secretary’) stated that the observations recorded in paragraph
15.3 of the Minutes were only suggestions from the Council and this issue would need to be discussed
separately by the Hon’ble Finance Ministers of the States in the Empowered Committee of the State
Finance Ministers or in some other forum.

5.2.  Shri V.K. Garg, Adviser to the Chief Minister of Punjab, stated that the Hon'ble Supreme Court
had delivered a judgment during the pre-GST period that Form ‘C’ could be issued for goods which
were not under CST. He stated that as per the Hon'ble Supreme Court judgment, newspapers were
outside the CST, but the ink for printing of newspapers could be brought into the State under Form ‘C’.
He further explained that the GST goods today stood on the same footing as the newspaper in the pre
GST period. The Hon’ble Supreme Court had said that the meaning of the word ‘goods’ in Section 8 of
the CST Act was that for the first three times when it was used in the definition, it referred to the raw
material but the fourth time, it referred to the output goods and the Hon’ble Court further held that one
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could not deny the use of anything which was within the CST law for making of something which was
outside the CST law. He stated that recently, there had also been ajudgment by the Hon'ble High Court
of Karnataka that Form ‘C’ could be issued for petroleum products for producing goods like el ectricity.
He urged that in order to have a uniform practice, the Central Government should study the judgment,
even though it was an interim one, to examine whether there was a need to amend Section 8(3) of the
CST Act. He further pointed out that unlike other goods which could be moved to the importing State
as stock transfer which would then suffer normal VAT in the importing State, natural gas could not be
transferred to a depot and would be directly supplied to the importing State and thus the entire revenue
would go to the exporting State. He suggested that the same low rate should apply for supply made
outside the State. The Secretary stated that during the last meeting of the Council, the view of the
Central Government was that Form ‘C’ should be allowed to be issued for petroleum products used for
manufacture of other goods. However, during the discussion in the Council, the Hon’ble Members felt
that Form ‘C’ should be limited only for manufacture of petroleum products. He added that it needed
consideration whether acircular should beissued. The Hon'ble Deputy Chief Minister of Gujarat stated
that therewas no need toissue acircular. The Secretary observed that if the judgment of the Hon'ble
Supreme Court was delivered prior to the implementation of GST, its applicability post-GST period
would need to be examined. He stated that the judgment of the Hon'ble High Court of Karnataka, being
a later one, needed to be considered. Shri Ritvik Pandey, Commissioner, Commercial Tax (CCT),
Karnataka, stated that the judgment of the Hon’ble High Court of Karnataka was only an interim order
to permit issue of Form ‘C’ for goods used for manufacture of products other than petroleum products
but the order had a caveat that if the petition was dismissed, the tax would have to be paid at the normal
rate.

53. Dr. P.D. Vaghela, CCT, Gujarat, stated that last time, the discussion was that all States should
ensure that there was no cascading on natural gas and that the States should charge 6% VAT on supplies
where cascading was taking place but this rate need not be applied where input tax credit was being
denied earlier too like natural gas supplied for manufacture of fertilisers or electricity. He added that
discretion should be left with the States as to for which goods, Form ‘C’ could be issued and that the
wisdom of the States should be trusted as no State would harm its own revenue. He suggested to form
asmall group of officers of the Centre and the State Governments to further examine thisissue. The
Secretary stated that in order to ensure that the downstream industry did not suffer, the States would
need to keep alow rate of tax on natural gas used in production of other goods. He stated that either he
or the Additional Secretary, Department of Revenue, would hold ameeting of the officers of the States
to discuss this issue further. The Hon'ble Chairperson observed that for a constructive discussion, the
State of Punjab could make a reference along with the relevant judgments of the Courts. He observed
that the State of Maharashtra had also sent a reference to the Central Government on this issue, and
therefore, the matter would need to be decided quickly. The Hon'ble Deputy Chief Minister of Gujarat
stated that the rate of tax on natural gas had been reduced to 6% in his State in consultation with the
stakeholders in order to remove cascading because of GST. He further stated that his State was aso
examining to reduce the rate of VAT on natural gas for supplies made outside the State.

54.  TheHonble Minister from Odisha stated that his version was not recorded in paragraph 12.5.
of the Minutesrelating to discussion on dry fish. Herequested to add hisfollowing version in paragraph
12.5. of the Minutes: ‘The Hon’ble Minister from Odisha stated that dry fish was consumed by poor
people and it was exempted under Odisha VAT Act. Dry Fish should be exempted under GST’. The
Council agreed to add the version of the Hon'ble Minister from Odishain paragraph 12.5. the Minutes.
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5,5.  TheHonble Minister from Odisha stated that in paragraph 41.4 of the Minutes, it is recorded
that the Hon’ble Minister from Odisha stated that tax on sal and siali leaves and sabai grass should be
exempt astaxing these goods would affect the livelihood of tribals of Mayurbhanj district and suggested
that the Fitment Committee should examine these items. He stated that besides sal, siali leaves and
sabai grass, he had also raised the issue of cups and plates stitched or made of sal, siali leaves and sabai
ropes and also for exempting handicrafts. He requested to replace his version recorded in paragraph
41.4 of the Minutes with the following version: ‘“The Hon’ble Minister from Odisha stated that tax on
sal and siali leaves and cups and plates made thereof and sabai grass and sabai rope should be exempt
as taxing these goods would affect the livelihood of the tribals of Mayurbhanj district and suggested
that the Fitment Committee should examine these items. He further stated that the Finance Department
of the State of Odisha had written a letter to the GST Council requesting to consider exemption of
handicraft goods. He requested that the Fitment Committee should examine to exempt handicraft goods
as poor artisans are engaged in making handicraft articles.” The Council agreed to add the version of
the Hon’ble Minister from Odisha in paragraph 41.4 of the Minutes.

5.6.  TheHon'ble Minister from Goa stated that his version was not recorded correctly in paragraph
41.3. of the Minutes. Hedid not state that a declared tariff was needed and that this position existed in
the servicetax regime. He stated that this version should be replaced with the following: - ‘The Hon'ble
Minister from Goa stated that there was no clarity on charging tax on declared tariff and that tax rate
may be fixed on transaction value on the best available rate of the day.” The Council agreed to replace
the version of the Hon'ble Minister from Goa in paragraph 41.3 of the Minutes.

5.7.  The Hon'ble Minister from Karnataka stated that in paragraph 37.5 of the Minutes, it was
recorded that he had requested that the State officers should also get an opportunity to join the briefing
meeting with the learned Attorney General of India on the subject of Extra Neutral Alcohol and to
convey their views to him. He stated that his version was not correctly recorded and the same should
be replaced by the following version: ‘The Hon’ble Minister from Karnataka suggested that the
Members of the Council should aso get an opportunity to interact with the learned Attorney General of
India on the subject of ExtraNeutral Alcohol and to convey their viewsto him.’

58.  The Hon'ble Deputy Chief Minister of Gujarat stated that he had written a letter dated 7
September, 2017 to the Secretary wherein it was highlighted that though comments given in column 4
against entry No.13 of Annexure | for Agenda item 5, Volume I of 20" Council Meeting relating to
rate of tax on works contract services generally provided to Government was that 12% rate would be
applicableto those services, which were exempt from tax in the earlier Service Tax regime, the Council
after discussing the issue, had recommended to reduce the rate from 18% to 12% with full input tax
credit on al types of works contract services to the Government, local bodies or Governmental
authorities. He pointed out that the said decision of the Council was not recorded accordingly in
paragraph 24 of the Minutes and it was erroneously recorded that the Council approved the
recommendations of the Fitment Committee for the rate of tax on works contract services generally
provided to the Government.

5.9.  The Honble Deputy Chief Minister of Gujarat further pointed out that the Government
notification issued vide N0.20/2017-Central Tax (Rate) did not include composite supply of works
contract as defined in Clause (119) of Section 2 of the CGST/SGST Acts supplied to the Government,
a local authority or a Governmental authority by way of construction, erection, commissioning,
installation, completion, fitting out, repair, maintenance, renovation, or ateration of — (i) a civil
structure or any other original works predominantly for use other than for commerce, industry, or any
other business or profession; (ii) a structure meant predominantly for use as an educational, clinica, art
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or cultural establishment; (iii) a residential complex predominantly meant for self-use or for use of
employees, (iv) aroad, bridge, tunnel, or terminal for road transportation for any purpose (e.g. services
provided for construction of road to BSF for exclusive military use, construction of runway for Air
Force, construction of jetty and allied infrastructure for Navy). He pointed out that the above composite
supply of works contract shall attract a tax rate of 18% instead of 12% which was against the decision
of the Council. He suggested that keeping in view the deliberations in the Council in its 20" Meeting
held on 5 August 2017, the Minutes should be amended accordingly and works contract services
provided to the Government, local bodies or Governmental authorities should be levied to tax at the rate
of 12% instead of 18%.

5.10. TheHon'ble Minister from Karnataka supported the observations of the Hon'ble Deputy Chief
Minister of Gujarat. He observed that building construction like schools, hospitals, etc. wasamajor part
of works contract service. He stated that there was no exclusion mentioned during the discussion in the
Council. He stated that new buildings should not have been left out of the scope of the tax rate of 12%
in view of the Council’s deliberations. He added that it was also important to have clarity regarding the
definition of Government works, as Government sets up specia purpose vehicles for irrigation works,
water works, road works, etc. to speed up the work and to ensure that the allocated funds did not lapse.
He stated that it would be important to have a clear definition of Government works. The Hon'ble
Minister from Maharashtra also supported the observations of the Hon'ble Deputy Chief Minister of
Gujarat and stated that construction of buildings should be added into the scope of 12% tax rate. The
Hon'ble Minister from Andhra Pradesh stated that a heavy pay out of tax was involved in Government
contracts and the financial burden of the States should be lessened by reducing the tax rate.

5.11. The Hon'ble Minister from West Bengal observed that in paragraph 24 of the Minutes,
reference to buildings was |eft out. He added that the Government budgetary grants to Corporations,
statutory bodies and Boards was getting taxed. He suggested that these bodies should be regarded as
part of the Government as otherwise, there would be a heavy burden of tax on the States. He suggested
that the definition of Government should include those bodies which received Government grants. The
Hon'ble Chief Minister of Puducherry stated that the contractors wanted to withdraw from the
Government contracts and suggested that the rate of tax on construction of buildings etc. for the
Government should be 12% and not 18%. He stated that if this was not done, the contractors would
increase the cost of construction. He also expressed support to the suggestion of the Hon'ble Minister
from West Bengal that local bodies and municipal bodies should be included in the definition of
Government.

5.12. The Hon'ble Minister from Uttar Pradesh stated that the rate of tax for construction of
Government building should be reduced from 18% to 12%. He stated that contracts relating to earth
work, etc. should not be taxed. He also supported the proposal that the bodies that execute projects
based on grant of budgetary provision from the Government should be covered within the definition of
State. The Hon'ble Minister from Rgjasthan stated that the rate of tax on labour intensive works like
irrigation should be 5%.

5.13. The Hon'ble Minister from Telangana stated that the Hon’ble Chief Minister of his State had
written to the Hon’ble Union Finance Minister that earlier there was Central Excise exemption for pipes
above 10 cm diameter for drinking water, irrigation and sewerage. He pointed out that the cost of
irrigation projectsin his State was about Rs. 1,800 crore and there would be additional tax burden of
about Rs. 200 crore if the rate of tax was not reduced. He stated that the tax rate on works relating to
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irrigation, sewerage, etc. should be kept at the pre-GST level and the burden of embedded tax could be
shared between the Centre and the States. The Hon'ble Minister from Kerala stated that in the last
Council’s meeting, it was decided that the rate of tax on public works would be reduced to 12% and on
this bas's, they had issued acircular to contractors as to how to work out the cost. He, therefore, urged
that rate of tax on all Government works should be reduced to 12%. He also supported the suggestion
that the term and scope of ‘Government works’ should be expanded. The Hon’ble Deputy Chief
Minister of Gujarat stated that the cost of on-going irrigation worksin his State was to the tune of about
Rs. 12,000 crore and suggested to retain the old tax rate for the old contracts entered into before the
implementation of GST. He added that for new contracts, the rate of tax could be kept at 18%. He
expressed an apprehension that if higher tax rate was kept for on-going projects, the contractors could
give up work and thiswould lead to difficultiesfor the people. The Hon'ble Minister from Maharashtra
supported the proposal to lower the rate of tax on Works Contract for Government buildings.

5.14. The Secretary clarified that in the agenda notes, it was mentioned that the rate of tax should be
12% on those Government works contract where service tax was exempt. He stated that service tax
exemption was not available in relation to works contract for Government buildings. Heinformed that
from 1 March, 2015, service tax exemption for construction of Government buildings was withdrawn
but due to opposition to such withdrawal, the Works Contract entered into prior to 1 March, 2015 were
grandfathered. He explained that if tax on construction of all buildings was kept in the 12% rate dab
including those where there was no service tax exemption, there would be substantial [oss of revenue.
He pointed out that the relevant notification had been issued as per the earlier decision of the Council
and if the Council took a new decision on thisissue, afresh notification could be issued accordingly.

5.15. TheCCT, Gujarat stated that according to the explanation under Clause 16 of Section 2 of the
IGST Act, 2017, ‘Governmental authority’ means an authority or Board or any other body set up by an
Act of Parliament or a State legislature; or established by Government with 90% or more participation
by way of equity or control, to carry out any function entrusted to a municipality under Article 243W
of the Congtitution. He stated that the same definition was provided under Notification N0.12/2017-
Central Tax (Rate) dated 30.06.2017 and the effect of this definition was that it excluded a
Governmental authority from tax exemption which carried out functions of a Panchayat as provided
under Article 243G of the Congtitution. He suggested to modify the definition provided under
Notification 12/2017-Central Tax (Rate) dated 30.06.2017 by explicitly incorporating reference in the
definition of the Governmental authority to Article 243W as well as Article 243G of the Constitution.

5.16. The CCT, Gujarat stated that a second important issue to be addressed was that the transfer of
budgetary grant by the Government to entities like Boards/Corporations/Societies/I nstitutes created by
the State to implement various schemes of the Government and to carry out functions on its behalf
should not be liable to tax. He explained that the transfer of budgetary grants to these entities could be
construed as a consideration as such institutes performed certain activities on behaf of the Government
and Section 2(17) of the IGST and SGST Acts defined the term ‘business’ very broadly to include any
trade, commerce, manufacturing, profession, etc. whether or not for pecuniary benefit. It also included
an activity or a transaction undertaken by the Central Government, State Government or any local
authority in which it is engaged as a public authority. He added that the explanation to Section 15(5)
of the IGST/SGST Act and Section 2(84) of the CGST/SGST Act made it appear that the Government,
Government-owned companies, Corporations, Trusts, Societies, etc. are al so persons as the Government
controlsthem directly or indirectly and because of this, it could be argued that such asupply wastaxable
unless specifically exempted. He stated that such transactions between the Government and the various
Boards/Corporations, etc. set up by the same Government should be declared as neither supply of goods
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nor supply of services under Section 7(2)(b) of the CGST/SGST Act. The Secretary stated that the
Fitment Committee could examine these proposals and its recommendations could be considered by the
Council.

5.17. TheHon'ble Minister from Karnataka expressed support to the suggestion of Gujarat and stated
that some broad principles could be given to the Fitment Committee in this regard, like any project
taken up with the State funding, directly or indirectly. He suggested that the Fitment Committee could
examine the definition. The Hon'ble Chairperson stated that the expanded definition of Government or
State could potentially include all public undertakings which were doing commercia activities. He
observed that this could lead to asituation where a building under construction by Hindustan Petroleum
Corporation or Indian Oil Corporation could also get exemption. He also pointed out that there was a
series of judgments of the Courts laying down as to which bodies would come within the ambit of State
and the general principle was that only such bodies that discharge the sovereign purposes of the State
could be regarded as State. He stated that the definition of Governmental authority should be narrow
as otherwise there could beloss of revenue. He further expressed that the i ssue should be examined by
the Fitment Committee. The Hon'ble Minister from Karnataka concurred that the Governmental bodies
should be only such bodieswhich were entrusted with sovereign functionslike building roads, irrigation
works, etc.

5.18. The Hon'ble Minister from Telangana stated that they had sent written comments that during
the 20" Meeting of the Council, the Hon'ble Chairperson had mentioned that lowering of rate of tax
further to 5% on certain types of Works Contracts and the issue of rate of tax in the case of on-going
works would be examined and taken up in the next meeting of the Council but this assurance of the
Hon'ble Chairperson was not mentioned in the relevant paragraphs, namely, paragraphs 13.7 to 13.13,
of the Minutes. The Hon'ble Chairperson observed that the implication regarding suggestion to reduce
the rate of tax further to 5% needed to be studied by the officers. The Secretary stated that the Works
where labour was pre-dominantly involved, the question was as to what was the material component in
such Works Contracts. The Fitment Committee would need to examineit. He informed that as per the
letter received from the Hon'ble Minister from Telangana, it was stated that the tax on material
component was to the tune of 3% and if the embedded tax of 5% was taken on it, then there would be
input tax of 8% and the rate of 5% would lead to a situation of refund of input tax. He stated that this
needed to be studied by the Fitment Committee.

5.19. TheHon'ble Minister from Kerala observed that contractors were in a state of great confusion
and there was need to give a clear-cut guidance on thisissue in this meeting. The Hon'ble Chairperson
stated that the matter could be taken up in the next meeting after examination by the Fitment Committee.

5.20. TheHon'ble Minister from West Bengal stated that if the definition of Governmental authority
was to be given on the basis of performance of sovereign obligation like irrigation, water works, etc.,
then equity participation by the Government should be taken as 51% instead of 90% and such bodies
should aso be registered with the Registrar of Companies (ROC). He suggested that the externaly
aided projects such as those by the Asian Devel opment Bank or the World Bank should also be covered
under the ambit of Governmental authority. He suggested that a decision in principle could be taken
on these issues in this meeting and details could be worked out later.

5.21. Shri Somesh Kumar, Principa Secretary (Finance), Telangana, stated that for the on-going
Works which commenced prior to the implementation of GST, tax should be exempted and the burden
of embedded tax could be shared between the Centre and the State. He also suggested that the Drawing
and Disbursing Officer (DDO) of the relevant Department that was responsible for the Works Contract
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could certify that only tax paid inputs were used in the construction work. Heinformed that dueto high
rate of tax, al projects had come to a standstill. He also suggested to do a reciprocal audit of
Governmental works i.e. the Central Government officers could audit the Works Contract of the State
Government and vice versa. The Secretary observed that pre-GST, Works Contracts were charged to
5% VAT without input tax credit, and therefore, at this stage, there was no question of exempting the
on-going Works Contract from the GST. The only issue to be examined was that in alabour-oriented
contract, how much material was used and whether the rate of tax for such works could be taken to 5%
by working out the actual incidence of embedded taxes and the headline rate. For that, he asked the
States to submit the component of labour and material (on actual basis) in a works contract which is
labour intensive. He stated that thisissue could be examined by the Fitment Committee. He added that
the second issue to be considered by the Fitment Committee related to the definition of Governmental
authority. He stated that both these issues could be examined by the Fitment Committee instead of
taking an adhoc decision in this meeting of the Council.

5.22. The CCT, Gujarat stated that if a Corporation was granted funds by the State Government to
construct a jail, such Corporation should be regarded as a Governmental authority. He stated that he
had already submitted two agenda points on thisissue for consideration of the Fitment Committee. The
Hon'ble Minister from Punjab observed that in Governmental contracts, work done was shoddy, and
therefore, for future works, no rate reduction should be considered. The Hon'ble Minister from Kerala
observed that while the Fitment Committee could look into the issue of material component in labour
intensive works and the scope of the term Governmental authority, it was important to address the issue
regarding the rate of tax on on-going works for construction of buildings as the States had aready
informed that the rate of tax would be 12%. Shri J. Syamala Rao, Chief Commissioner of Commercial
Tax (CCCT), Andhra Pradesh, stated that the issue relating to execution of Works Contract by
Corporations and Public-Sector Undertakings as well as grants given to them needed to be examined at
the earliest.

5.23. The Hon'ble Chairperson observed that various issues had been raised, such as whether
Governmental authorities should be those which perform sovereign functions; whether the equity
participation or control of the Government in a body should be 90% or 51% for it to be considered as
Government; whether commercial activities of such bodies should be kept out of the expanded scope
of definition of Government and only the sovereign functions should be considered. He stated that all
these issues should be examined by the Fitment Committee and brought up before the Council in its
next meeting. The Hon'ble Minister from West Bengal urged to take an in-principle decision in this
meeting as this would help the officers to come to a conclusion more quickly. The Hon’ble Chairperson
observed that the definition of Governmental authority should be very precise and limited to such bodies
that performed sovereign functions on behalf of the Government and should exclude other State
instrumentalities. He stated that the Fitment Committee should consider this issue and its
recommendation be brought before the Council. The Secretary observed that the term public interest
was a very broad concept. He stated that industrial devel opment was an activity in public interest and
if a public corporation was being used to promote industry, it was a commercia activity and allotment
of land for it was a commercial service. He stated that the definition of Governmental authority should
be limited to the sovereign functions and sovereign grants. The Hon’ble Deputy Chief Minister of
Gujarat stated that the issue needed to be decided urgently and preferably today. The Secretary stated
that it would not be advisable to take adecision in such arushand  suggested that the Council could
authorise the GST Implementation Committee (GIC) to decide on the basis of the recommendations of
the Fitment Committee. He added that no distinction could be made between the existing contracts and
the new ones and that the only point of examination by the Fitment Committee would be the relative
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component of materials vis-a-vislabour in the labour intensive contracts on actual basis which could be
studied by the Fitment Committee and brought before the Council in the next meeting. He added that
in today’s meeting, the Council could take a decision that the rate of tax for Works Contract for
construction of Government buildings shall be 12%. The Hon'ble Chief Minister of Puducherry stated
that the rate of tax for drainage schemes for Government should also be at the rate of 12%. The Hon'ble
Minister from Karnataka expressed that the issues framed by the Secretary reflected the sentiment of
the Council and he expressed support for the same.

5.24. The Hon'ble Minister from West Bengal stated that the issue could be considered by the GIC
after which the Council could consider the issue through video conference. The Hon'ble Chairperson
stated that for arriving at some correct decision, detailed data would need to be worked out. The
Secretary stated that for labour intensive works, there was a need to examine the percentage of materials
used on actua basis and the tax rate on the same.

5.25. The Council agreed that the rate of tax on services provided to the Central Government, State
Government, Union Territory, alocal authority or a Governmental authority (a) by way of construction,
erection, commissioning, installation, completion, fitting out, repair, maintenance, renovation or
alteration of civil structurefor use other than for commerce, industry or any other businessor profession;
(b) a structure meant predominantly for use as an educational, clinical, art or cultural establishment; (c)
aresidential complex predominantly meant for self-use or for use by their employees or other persons
specified in paragraph 3 of Schedule Il of the CGST/SGST Act shall be reduced from 18% to 12%.
The Council further agreed that the issue of definition of a Governmental authority and the rate of tax
on labour intensive works contract would be studied by the Fitment Committee and its
recommendations shall be placed before the Council.

6. In view of above discussion, for agenda item 1, the Council decided to adopt the Minutes of
the 20" meeting of the Council with the changes as recorded below: -

6.1. To replace the version of the Hon’ble Minister from Goa in paragraph 41.3. of the Minutes
with the following: ‘The Hon'ble Minister from Goa stated that there was no clarity on charging tax on
declared tariff and that tax rate may be fixed on transaction value on the best available rate of the day.’

6.2. To add the following version of the Hon’ble Minister from Odisha in paragraph 12.5. of the
Minutes: ‘The Hon’ble Minister from Odisha stated that dry fish was consumed by poor people and it
was exempted under Odisha VAT Act. Dry Fish should be exempted under GST.’

6.3. To replace the version of the Hon’ble Minister from Odisha recorded in paragraph 41.4. of the
Minutes with the following: ‘The Hon’ble Minister from Odisha stated that tax on sal and siali leaves
and cups and plates made thereof and sabai grass and sabai rope should be exempt astaxing these goods
would affect the livelihood of the tribals of Mayurbhanj district and suggested that the Fitment
Committee should examine these items. He further stated that the Finance Department of the State of
Odisha had written a letter to the GST Council requesting to consider exemption of handicraft goods.
He requested that the Fitment Committee should examine to exempt handicraft goods as poor artisans
are engaged in making handicraft articles.’

6.4.  To replace the version of the Hon'ble Minister from Karnataka recorded in paragraph 37.5 of
the Minutes with the following: ‘The Hon’ble Minister from Karnataka suggested that the Members of
the Council should also get an opportunity to interact with the learned Attorney Genera of Indiaon the
subject of Extra Neutral Alcohol and to convey their views to him.’
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7. The Council also decided the following while discussing the Minutes of the 20" Meeting of the
Council:

7.1.  Theissue of Form C under the Central Sales Tax Act shall be examined further in light of the
Court decisions.

7.2.  The rate of tax on services provided to the Central Government, State Government, Union
Territory, a local authority or a Governmental authority (&) by way of construction, erection,
commissioning, instalation, completion, fitting out, repair, maintenance, renovation or ateration of
civil structure for use other than for commerce, industry or any other business or profession; (b) a
structure meant predominantly for use as an educational, clinical, art or cultural establishment; (c) a
residential complex predominantly meant for self-use or for use by their employees or other persons
specified in paragraph 3 of Schedule |11 of the CGST/SGST Act shall be reduced from 18% to 12%.

7.3. The issue of definition of a Governmental authority and the rate of tax on labour intensive
works contract shall be studied by the Fitment Committee and its recommendations shall be placed
before the Council .

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

8. Shri Upender Gupta, Commissioner, (GST Policy Wing), CBEC, made a presentation on the
decisions taken by the GST Implementation Committee (GIC) since the 20" Meeting of the Council
held on 5 August, 2017. The presentation isat Annexure |11 of the Minutes.

8.1. The Hon'ble Minister from West Benga stated that the GIC was taking decisions and
notifications were being issued and then it was being brought before the GST Council on post facto
basis. He stated that some decisions were substantive in nature like the one relating to exemption from
Compensation Cess under Section 9(4) of the CGST Act, 2017 for dealers availing the margin scheme
and the other regarding amendment to the CGST Act, 2017 to provide that the goods moving acrossthe
Line of Control (LOC) from Jammu & Kashmir, was to be declared as deemed export under Section
147 of the CGST Act, 2017 and the goods coming from across the LOC to be charged to CGST and
SGST onreverse charge basis under Section 9(3) of the CGST Act, 2017. He suggested that the Council
could take an in principle decision that the GIC would decide and notify issues which were procedural
in nature. However, for non-procedural issues, GIC would recommend and then the Council would
decide through video conference. He further stated that GIC could consider serious issues relating to
policy, but it should be brought before the Council for discussion and decision. The Hon'ble Chairperson
stated that there could potentially be a grey area as to what was a substantial issue and what was not
substantial in nature. The Hon'ble Minister from Punjab stated that excessive delegation to GIC should
be avoided. The Secretary stated that the purpose of GIC was that for urgent issues where it was not
possible to wait for the Council Meeting, GIC could decide and the decision could be notified. The
Hon’ble Minister from Kerala stated that the Council could decide urgent matters through video
conferencing. The Hon’ble Chairperson suggested that the GIC could decide on issues of routine nature,
but if there was a substantial policy related issue, the Council could decide, either through video
conferencing or by a physical meeting.

8.2.  TheHonble Minister from Kerala stated that the CBEC had issued a circular clarifying that if
there was an air-conditioned room in a restaurant, then the entire billing by the restaurant would have
to be done at the rate of 18% whereasthe rate for non-air-conditioned restaurant was 12% and also food
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from take away counters of such AC restaurant would attract tax at the rate of 18%. He observed that
before issuing such clarification, it should also be considered by the States. The Secretary stated that
such clarifications were normally examined by the Fitment Committee before i ssuance.

9. For agendaitem 2, the Council took note of the decisions of the GIC. It aso approved that the
GIC could decide on procedural issues and for substantial policy related issues, the GIC should send its
recommendations to the Council which could then be decided either through video conference or by a
physical meeting of the Council.

Agendaitem 3: Nomination of Director in theBoard of GSTN from Group B (State Gover nments)

10. Introducing this agenda item, the Secretary stated that previoudy, the Empowered Committee
had been nominating Directors on the Board of Directors of GSTN from State Governments and the
Empowered Committee (EC). After passage of the Congtitution (101) Amendment Act, 2016, as per
Article 279A of the Constitution, GST Council has been making al important GST related
recommendations to the Central and the State Governments. In view of this, it was decided in the 14
Council Meeting held on 18-19 May, 2017: (a) to nominate the Additional Secretary, GST Council
Secretariat as ex-officio Director on the Board of GSTN in place of the erstwhile Member Secretary,
Empowered Committee; and (b) to amend GSTN’s Articles of Association to the effect that all
references to the Empowered Committee of State Finance Ministers may, post Constitutional
amendment, refer to GST Council. (However, decision with regard to (b) above was still under
implementation in GSTN). He added that one Directorship in GSTN had fallen vacant on 27 July, 2017
due to application of the provision under Section 167(1)(b) of the Companies Act, 2013 under which if
aDirector absents himself from all meetings of the Board of Directors held during aperiod of 12 months
with or without seeking leave of absence of the Board, his post of Directorship shall become vacant. He
stated that Shri H.K. Dwivedi, Principal Secretary (Finance), Government of West Bengal, was unable
to attend any of the Board meetings during the 12-month period of his Directorship, and therefore, his
office of Directorship with GSTN had fallen vacant with effect from 27 July, 2017 in terms of Section
167(2)(b) of the Companies Act, 2013. The Secretary suggested that any State interested in becoming
Director onthe Board of GSTN could send nomination in writing to the GST Council by the end of the
day and the Hon'ble Chairperson could then decide on the nomination. The Council agreed to the
suggestion.

11. For agenda item 3, the Council approved the following: -

(1) Henceforth, all nominations by States on the Board of Directors of GSTN shall be made by the
GST Council; and

(i) The Hon'ble Chairperson shall suitably nominate a Director on the Board of Directors of GSTN
on the basis of nominations to be received from the State Governments.

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

12. Introducing this agenda item, the Secretary informed that this issue was discussed in detail
during the meeting of the officers of the Central Government and the State Governments held on 8
September, 2017 in Hyderabad. He informed that written comments on this agendaitem were received
from the States of Himachal Pradesh and Maharashtra. He further informed that during the Officers’
meeting, the States of Uttar Pradesh, Odisha, Andhra Pradesh, Goa and Telangana had also raised the
issue that some of the Acts listed were not repealed by their Statesin entirety but only certain Sections
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were omitted or that some Acts were missing or needed to be added in the proposed notification. He
stated that during the Officers’ meeting, he had advised the States to send in writing, all discrepancies
relating to addition or deletion of the Acts subsumed under the Goods and Services Tax Act. He
proposed that this agendaitem could be deferred in view of the need for further correctionsin the draft
notification.

12.1. TheHon'ble Chief Minister of Puducherry stated that the auditors had excluded certain revenue
from the base year for compensation which was not correct. The Secretary stated that only the eligible
amounts could be considered for compensation and the law in this regard had already been framed. He
suggested that the Acts not included or modified should be forwarded through the Auditor General of
the States to enable suitable modification to the draft notification presented under this agenda item.
After discussion, the Council agreed to defer this agenda item.

13. For agenda item 4, the Council agreed to defer this agendaitem.

Agendaitem 5: | ssuesrecommended by the L aw Committeefor consider ation of the GST Council

14. The Commissioner (GST Policy Wing), CBEC, made a presentation on the issues
recommended by the Law Committee for consideration of the GST Council. The presentation is
attached at Annexur e 3 of the Minutes. Thereafter, adiscussion took place onindividual agendaitems,
which are recorded as below:

Agenda item 5(i): Notification with respect to sub-section 6 of Section 54 of Central Goods and
Services Tax Act, 2017 (Category of registered persons not eligible for refund)

15. The Commissioner (GST Policy Wing), CBEC explained during the presentation that the Law
Committee had recommended that under Section 54(6) of the Central Goods and Services Tax Act,
2017, two categories of suppliers making zero-rated supplies could be notified as not eligible for
sanction of 90% refund on provisional basis within seven days of filing of the refund application. The
first category was any registered person who has been granted registration under the CGST Act/SGST
Act or under the existing law within a period of six months from the date of application for refund and
the second category was any registered person who has not furnished return for three consecutive tax
periods immediately preceding the date of application for refund.

15.1. The Hon'ble Minister from West Bengal stated that while provisional refund of 90% within seven
days could be denied to persons who defaulted in filing returns for three consecutive months but it was
not proper to deny 90% provisiona refund within seven days to those exporters who were registered
under the GST or under the existing law within six months. He stated that severa exporters were start-
up companies and they should be allowed the facility of provisional refund. He pointed out that the
Chief Economic Adviser, in his presentation (which is recorded under agendaitem 9), had dwelt upon
the means to encourage export but this proposal went against this spirit. The Commissioner (GST
Policy Wing), CBEC, explained that this provision was meant to exclude fly by night operators from
availing the benefit of this provision. The Hon'ble Minister from West Bengal observed that the worst
scenario should not be taken as the basis for making law. Shri Arun Mishra, Additional Secretary,
Commercia Taxes, Bihar, stated that as input tax credit was allowed for two months, there was a risk
that some people could claim refund and then vanish. Shri R.K. Tiwari, Additional Chief Secretary
(ACS), Uttar Pradesh, stated that his State agreed to the proposal to deny the provisional refund to
newly registered persons but had reservations regarding denial of provisional refund only to tax payers
who had not filed three consecutive returns. He suggested that this provision should be made more

Page 18 of 227



stringent and the facility of provisional refund should be denied to ataxpayer if he had not filed even
onereturn. The Secretary stated that one-month period for not filing return was too less, and suggested
to keep it as three months. The Additional Secretary, Commercia Taxes, Bihar, stated that for
provisiona refund, the first level of check would be done through the Shipping Bill filed for the
exported consignment and the Return would be the second document for verification. He explained
that if an exporter did not file three returns consecutively, he would be denied the provisional refund
and his refund claim would be considered only after the scrutiny of his return.

15.2. The Hon'ble Minister from Punjab suggested that this issue could be studied by a Committee
on Exports, which the CEA had suggested to constitute in his presentation (which is recorded under
agenda item 9) and the Committee could give its recommendations to the Council. The Hon'ble
Chairperson observed that the Committee on Exports could be congtituted to look at larger issues
relating to exports, and this could consist of officers from the Centre and four to five major exporting
States. The Council authorised the Hon'ble Chairperson to set up such a Committee on Exports
consisting of officers from the Centre and 4-5 major exporting States to look at the issues of export
sector and to recommend to the Council suitable strategy for helping the export sector in the post-GST
scenario. The Secretary informed that the States wanting to be a member of this Committee could send
their nomination in writing. The Hon'ble Minister from Tamil Nadu stated that his State should be
taken as amember of the Committee on Exports. The Council agreed to defer a decision on this agenda
item and to refer thisissue to the Committee on Exports to be constituted by the Hon'ble Chairperson.

16. For agenda item 5(i), the Council approved to defer the decision and to await the
recommendations of the Committee on Exports. The Council also approved to authorise the Hon’ble
Chairperson to set up a Committee on Exports consisting of officers from the Centre and four to five
major exporting States to recommend to the Council suitable strategy for helping the export sector in
the post-GST scenario.

Agendaitem 5(ii): Extension of datefor optingfor Composition till 30 September, 2017 in respect
of such migrated tax payers, who have not exer cised their option till 16 August, 2017

17. The Commissioner (GST Policy Wing), CBEC explained during the presentation that the
Composition scheme for migrated tax payers had closed on 16 August, 2017 and many people could
not register or avail of this scheme. In view of this, it was proposed to extend the date for opting for
Composition scheme for migrated taxpayerstill 30 September, 2017 and to implement it by introducing
Rule 3(1)(A) in the CGST Rules and by also making a small consequential change in Rule 3(5) of the
CGST Rules. He also explained that those who avail of the new deadline would be digible for
Composition benefits from 1 October, 2017. He explained that once the scheme was availed under the
CGST Act, 2017, it would automatically be available under the other Acts, namely SGST Act and
UTGST Act and vice versa. He further informed that during the Officers’ meeting held on 8 September,
2017, it was proposed that the new deadline for availing Composition scheme should aso be allowed
to newly registered tax payers.

17.1. The Hon'ble Minister from West Bengal and the Hon'ble Deputy Chief Minister of Bihar
supported the proposal. The Hon'ble Minister from Punjab observed that the Composition scheme had
not become popular due to some glitches like denial of this scheme to any taxpayer who supplied any
service. The Secretary observed that no changein law could be made at this stage. The Adviser to the
Chief Minister of Punjab suggested that amendments could be made under the clause relating to removal
of difficulties. The Secretary responded that the clause regarding removal of difficulties could not be
used to make changes in the law. After discussion, the Council agreed to the proposal to extend the

Page 19 of 227



date for opting for Composition scheme to 30 September, 2017 and to alow the composition benefits
with effect from 1 October, 2017 for both migrated as well as newly registered tax payers.

18. For agenda item 5(ii), the Council approved to extend the date for opting for Composition
scheme to 30 September, 2017 and to alow the composition benefits with effect from 1 October, 2017
for both migrated as well as newly registered tax payers.

Agenda item 5(iii): Exemption from the requirement of registration to the persons making
supplies of handicr aft goodsin different States

19. During the presentation, the Commissioner (GST Policy Wing), CBEC, explained that thisissue
had primarily been raised by the State of Jammu & Kashmir to address the problem of small artisans of
any State selling handicraft goods in other States and it was proposed to exempt them from the
requirement of registration under Section 24(i) of the CGST Act, 2017 even if they make inter-State
supplies. This exemption would be available for annual turnover of up to Rs. 10 lakh for the Special
Category States (other than the State of Jammu & Kashmir) and up to Rs. 20 lakh for other States with
the condition that their turnover in one month should not be more than Rs. 5 lakh in Special Category
States (other than the State of Jammu & Kashmir) and Rs. 10 lakh in other States. He further added
that such persons shall also be eligible for exemption from the requirement of registration under Section
24(ii) of the CGST Act, 2017 for casual taxable person. To give effect to these exemptions, two
notifications were proposed to beissued. He added that for such persons, PAN and e-way bill shall be
mandatory and they would need to generate e-way bill, irrespective of the value of consignment being
transported. He informed that during the Officers’ meeting held on 8 September, 2017, a few States
had expressed concern that it would reduce the number of registered tax payers.

19.1. The Hon'ble Minister from Jammu & Kashmir stated that this was a very important issue for
his State as about 11 lakh people (almost 10% of the population of the State of Jammu & Kashmir) sold
their products in other States and they were adversely affected due to GST, including high rate of tax.
He suggested that there should be no monthly cap of turnover and that there should be only an annua
turnover cap. The Hon'ble Minister from Madhya Pradesh stated that art galleries were not allowing
display of paintings of small artists until they took GST registration. The Hon'ble Minister from West
Bengal supported the observation of the Hon'ble Minister from Madhya Pradesh and stated that tribal
art, folk art, etc. were very important and artists should not be forced to get registered as they would
then need to employ an accountant for compliance with GST law. The Hon'ble Chief Minister of
Puducherry also supported the proposal of the Hon'ble Minister from West Bengal. The Secretary stated
that painting was part of handicrafts and it would be covered in the decision for exemption for
handicrafts.

19.2. The Hon'ble Deputy Chief Minister of Gujarat stated that Tibetans came to his State during
winter to sell their products like clothes, shawls, etc. and their sale amounted to several lakh of rupees
and that, under this provision, they would stand exempted from tax. The Commissioner (GST Policy
Wing), CBEC, explained that handicraft items would be defined and only peopl e selling such handicraft
items would enjoy the benefit of this exemption from registration. He added that those enjoying the
benefit of this exemption should have PAN and must generate e-way bill. The Hon'ble Deputy Chief
Minister of Bihar observed that a large number of Tibetans came to his State as well to sell woollen
garments and they would not be covered under handicrafts. The Commissioner (GST Policy Wing),
CBEC stated that they would not be covered under handicrafts, and therefore, they would need to be
registered.
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19.3. The ACS, Uttar Pradesh, observed that an exception was being created for artisans of
handicrafts making inter-State sales by exempting them from registration under GST and in future,
similar benefits could be claimed for many other goods (like handloom) thus adversely affecting the
expansion of thetax base. He suggested that registration should be done for as many personsas possible
and compliance burden should be brought down. The Hon'ble Minister from Jammu & Kashmir
responded that this was a very important issue for his State and it should not be objected to by the States
which obtained exemption from tax for items like hawan samigri. The Hon'ble Minister from Tamil
Nadu expressed an apprehension that small artisans might not be able to fulfil the requirements of e-
way bill. The Hon'ble Chairperson observed that the benefit of exemption from registration could be
given to suppliers of handicrafts as tax effect would not be very high but compliance burden would be
high and cumbersome. The Hon'ble Minister from West Bengal supported this suggestion and added
that folk painting should also be added to thelist of handicrafts items to which the Secretary responded
that this was already covered as handicraft. The list of items of handicrafts could be taken from
paragraph 5 of Agenda Item 8(i).

19.4. After discussion, the Council approved the suggestion to exempt from registration the suppliers
of handicrafts with annual turnover of up to Rs. 10 lakh for the Special Category States (other than the
State of Jammu & Kashmir) and up to Rs. 20 lakh for other States making inter-State supply under
Section 24(i) as also making supply as a casual taxable person under Section 24(ii). The Council also
agreed that there shall be no monthly limit of turnover for handicraft suppliers to avail the benefit of
this provision. It was also agreed that the list of handicraft items listed in paragraph 5 of Agenda Item
8(i) shall be taken as abasis for drawing thelist.

20. For agenda item 5(iii), the Council approved the following: (i) to exempt from registration the
suppliers of handicrafts making inter-State supply under Section 24(i) as also making supply asacasua
taxable person under Section 24(ii) if their annual turnover did not exceed Rs. 10 lakh in Specid
Category States (other than the State of Jammu & Kashmir) and Rs. 20 lakh for other States; (ii) there
shall be no monthly limit of turnover for handicraft suppliersto avail the benefit of this provision; (iii)
thelist of handicraft itemslisted in paragraph 5 of Agendaitem 8(i) shall betaken asabasisfor drawing
theligt.

Agenda item 5(iv): Exemption to a job-worker making inter-State supply of services to a
register ed per son from the reqguir ement of obtaining registration under clause (i) of Section 24 of
the CGST Act, 2017 and conseguential amendments

21. The Commissioner (GST Policy Wing), CBEC, during his presentation, explained that as per
the law, ajob worker was liable to take mandatory registration for inter-State supply of services but the
trade community had requested that small job workers with annual turnover of less than Rs. 20 lakh
should be exempted from such mandatory registration. The Law Committee had recommended to
exempt such job workers from registration requirement under Section 24(i) of the CGST Act and the
SGST Acts but the benefit should not be available once he crossed the annual threshold of Rs. 20 lakh
or if he took voluntary registration. He further informed that e-way bill was proposed to be made
mandatory for movement of goods by such job workers, even if the value of their consignment wasless
than Rs. 50,000.

21.1. The Secretary informed that this agendaitem was discussed during the meeting of the Officers

of the Centra Government and the State Governments held on 8 September, 2017 at Hyderabad, and
while some States supported the proposal, othersthought that thiswould lead to reduction in the number
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of registered tax payers. The Hon'ble Minister from Kerala observed that such type of exemption could
lead to tax evasion and cautioned against accepting the recommendation. The Hon'ble Minister from
West Bengal stated that this exemption would be beneficia for job workers of textile and jewellery as
those with turnover below Rs. 20 lakh would not be saddled with compliance burden. The Hon'ble
Deputy Chief Minister of Gujarat observed that this could encourage splitting of turnover by members
of afamily. The Commissioner (GST Policy Wing), CBEC, stated that in every case, the principal
would pay tax on reverse charge basis. The Hon'ble Chairperson echoed the view of the Hon'ble
Minister from West Bengal that relief should be given to persons with small turnover even at the cost
of loss of some taxpayer base.

21.2. Shri Sanjeev Kaushal, ACS, Haryana, stated that a similar demand could come in respect of
goodsaswell. He stated that for movement of goods between Delhi and Gurugram (Gurgaon), splitting
of transactions was easy and cautioned against allowing such an exemption. The Hon'ble Deputy Chief
Minister of Gujarat stated that a distinction should be made between an industrial job work and other
types of job worker. He cautioned that there was alot of movement of goods between Vapi and Mumbai
and such an exemption would lead to large amount of tax evasion. The Commissioner (GST Policy
Wing), CBEC reiterated that even if there was splitting of turnover, tax would be paid on reverse charge
basis and aso reminded that the provisions of e-way bill Rules would apply for movement of such
goods. The Secretary observed that as jewellery, goldsmiths’ and silversmiths’ wares and other articles
under Chapter 71 were excluded from the scheme of e-way hill to ensure security for such consignments
as contents of the package and the truck number could be available to third parties, the job workers for
such goods should not be extended the benefit of exemption from registration for inter-State supply of
services to aregistered person having an annual turnover of less than Rs.20 lakh. The Council agreed
to this suggestion.

21.3. TheHon'ble Deputy Chief Minister of Gujarat stated that presently no checking was being done
at check posts and no one knew the quantum of goods moving across the border. He also informed that
many transporters were charging extraamount for moving the goods without e-way bill. The Secretary
stated that the provisions of State level e-way hill could be tightened. The CCT, Assam, stated that a
lot of non-tax paid goods were coming to his State and sought to know whether anti-evasion action
could be taken on the basis of any information. The Secretary clarified that such an action could be
taken against such tax evaders.

22. For agenda item 5(iv), the Council approved the following: (i) to exempt from registration job
workers making inter-State supply of job work services (except in case of jewellery, goldsmiths’ and
silversmiths’ wares and other articles under Chapter 71) to a registered person and having an annual
turnover of lessthan Rs. 20 lakh for normal States and Rs. 10 lakh for Special Category States; (ii) the
benefit of exemption from registration mentioned in clause (i) shall not be available to those who opt
to take registration voluntarily under Section 25(3) of the CGST Act/SGST Acts, (iii) generating e-way
bill shall be mandatory for movement of goods by such job workers, even if the value of their
consignment is less than Rs. 50,000.

Agenda item 5(v): Notifying the date from which Section 51 of the CGST Act, 2017 shall come
into force as 18.09.2017 and notifying certain persons or category of persons as deductor s under
clause (d) of sub-section (1) of Section 51 of the said Act

23. The Commissioner (GST Policy Wing), CBEC, stated that it was proposed to notify Section 51
of the CGST Act, 2017 with effect from 18.09.2017 to enable registration of tax deductors but actual
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deduction of tax at source (TDS) could start at a later date. He added that the following persons were
proposed to be natified as tax deductors under clause (d) of sub-section (1) of Section 51 of the CGST
Act, 2017: -

() an authority or aboard or any other body —
(i) set up by an Act of Parliament or a State Legidature; or
(ii) established by any Government,
with fifty-one per cent or more participation by way of equity or control, to carry out any
function;
(b) society established by the Central or State Government or a local authority under the
Societies Registration Act, 1960;
(c) public sector undertakings.

23.1. He informed that during the Officers’ meeting held on 8 September, 2017, there was a view
that Section 52 of the CGST Act, 2017 relating to Tax Collection at Source (TCS) should also be
notified but it was pointed out that if Section 52 was notified, then tax collection at source would have
to be started, which might not be feasible immediately. He stated that taking this into account, it was
suggested that registration for TCS could be started by issuing a circular to this effect rather than by
notifying Section 52. The Council agreed to the suggestion to notify Section 51 to start registration for
tax deductors at source but to notify the requirements of tax deduction at source at a later date. The
Council also approved the natification of categories of persons under Section 51(1)(d) of the CGST
Act, 2017 as mentioned in paragraph 23 above who would aso be liable to deduct tax at source. The
Council further agreed to start registration for persons liable to TCS by issuing a circular to this effect
by the respective Governments.

24, For agendaitem 5(v), the Council approved thefollowing: (i) to notify Section 51 of the CGST
Act, 2017, the SGST Acts and the UTGST Acts with effect from 18.09.2017; (ii) actual tax deduction
at source (TDS) to start at adate to be decided later; (iii) to notify under Section 51(1)(d) of the CGST
Act, 2017, the SGST Acts and the UTGST Acts, the categories of persons as mentioned in paragraph
23 above who would be liable to deduct tax at source; (iv) to start registration for personsliableto TCS
by issuing a circular to this effect by the respective Governments.

Agenda item 5(vi): Consgtitution of the Standing Committee, Scr eening Committees and
National Anti-profiteering Authority (NAA)

25. During the presentation, the Commissioner (GST Policy Wing), CBEC, informed that
amendments were proposed to Rule 124(3), 124(4) and 124(5) and Rule 127 of the CGST Rules, 2017.
In Rule 124(3), it was proposed that Technical Members shall get the same salary as admissible to him
in an equivalent Group ‘A’ post in the Government of India and in case of retired officer, his salary
shall befixed asthelast pay drawn as reduced by pension in accordance with the recommendations of
the 7" Pay Commission as accepted by the Government. In sub-rules (4) and (5) of Rule 124, it was
proposed to insert a mechanism to review the performance of the National Anti-profiteering Authority
(NAA) by the Council and also removal of the Chairman/Technical Member on the recommendations
of the Council. In Rule 127, it was proposed that the NAA shall submit a quarterly performance report
to the Council. The Secretary suggested that minimum one year’s experience could be prescribed at
the level of Commissioner to be aMember of the NAA.
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25.1. TheHon'ble Minister from West Bengal suggested not to provide the minimum experience and
to just keep the eigibility at the level of Commissioner. After discussion, the Council approved the
proposed amendment to Rules 124(3), 124(4), 124(5) and 127 of the CGST Rules, 2017, as discussed
above. The Council also agreed that the Technical Members of the NAA shall have at least one year’s
experience as Commissioner.

25.2. The Hon'ble Minister from Keraa stated that Maximum Retail Price (MRP) had not been
reduced on new stocks and it was important to demand that MRP on new stocks should be reduced as
the Anti-profiteering bodies would take some time to get operational. The Secretary stated that this
issue was raised during the last meeting of the Council and the Hon'ble Chairperson had made a public
appeal to reduce the price of fresh stocks. He also explained that State-level complaints relating to
State-level companies would be forwarded to the State-level Screening Committee and multi-State
complaints would be forwarded to the Standing Committee, and thereafter, if needed, after investigation
by the DG (Safeguards), CBEC, these would be placed before the NAA. The Hon'ble Minister from
Kerala observed that there was no reduction in MRP of consumer goods and no serious warning had
been given for reducing the MRP. The Secretary observed that the Anti-profiteering mechanism had
been set up and State-level Screening Committees should start functioning soon.

25.3. TheHon'ble Minister from Goa observed that the ground realities were different than theinitia
euphoria created for GST. He added that the perception was that the traders had benefitted from GST
and not the common people. He observed that this had created a bad name for the Ministers who are
Members of the Council and observed that perception was important and common people should
perceive that benefits of reduction of taxes under the GST regime were being passed on to the
consumers. The Secretary observed that the State-level Committee would need to refer such cases to
the Standing Committee.

25.4. The Hon'ble Deputy Chief Minister of Gujarat and the Hon'ble Minister from Haryana stated
that some guidelines could be issued for the State-level Screening Committees and the Standing
Committee. He further stated that it was important to evolve a combined incidence of taxes (Central
Exciseand VAT, etc.) assuggested by the Hon'ble Deputy Chief Minister of Bihar. The Hon'ble Deputy
Chief Minister of Bihar recalled that during the last meeting of the Council, he had suggested to make
the public aware by listing about 100 important items giving break up of incidence of taxes of Centra
Excise and VAT to show how the tax rates had come down. He also emphasised that there should be
publicity that Central Excise duty was aways part of the price but now it was visible as GST. He
suggested to launch a campaign to educate people on this aspect.

26. For agenda item 5(vi), the Council approved the amendments to Rule 124(3), 124(4), 124(5)
and Rule 127 of the CGST Rules, 2017 as mentioned at paragraph 25 above. It also approved that a
minimum one year’s experience shall be prescribed at the level of Commissioner to be aMember of the
National Anti-profiteering Authority.

Agendaitem 5(vii): Transitional provisions and filing of FORM GST-TRAN-1

27. The Commissioner (GST Policy Wing), CBEC, during his presentation, explained the
provisions of GST TRAN-1 FORM which did not provide for permitting an amendment to the said
FORM and stated that this was proposed to be amended to allow filing arevised GST TRAN-1 once by
inserting a new rule in the CGST Rules, 2017. He added that amendment to GST TRAN-1 was also
proposed to clarify that the heading of Table 5(a) shal include credit flowing from Section 145(9) of
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CGST Act, 2017 and that this issue related only to CGST credit and not to SGST credit. Another
proposed change relating to the CGST credit only was in the heading of Table 7(a) to allow flow of
credit available through Credit Transfer Document (CTD). He further informed that during the
Officers’ meeting held on 8 September, 2017, it was also recommended that filing of GST TRAN-1
should be extended by one monthi.e. till 31 October, 2017 and one revision in TRAN-1 could be done
up to 31 October, 2017. The Additional Secretary (Commercia Tax), Bihar, cautioned against
permitting revision of GST TRAN-1 as CGST credit of Rs. 62,000 crore had already been taken by the
business community. The Secretary observed that as only one revision was being allowed in GST
TRAN-1, there could also be a downward revision of the credit claimed under TRAN-1. The Hon'ble
Minister from West Bengal supported the proposal under this agendaitem.

27.1. The Council approved the proposed changes, namely inserting anew rule in the CGST and the
SGST Rulesto permit one revision of FORM GST TRAN-1; amendment in the heading of Table 5(a)
to include CGST credit flowing from Section 140(9) of the CGST Act, 2017; to slightly modify the
heading of Table 7(a) to allow flow of CGST credit through Transfer Credit Document (CDT); and to
extend the date for filing GST TRAN-1 from 30 September, 2017 to 31 October, 2017 and onerevision
in TRAN- could be done up to 31 October, 2017.

28. For agendaitem 5(vii), the Council approved thefollowing: (i) to insert anew ruleinthe CGST
Rules and the SGST Rules providing for onerevision of FORM GST TRAN-1 upto 31 October, 2017;
(if) To amend heading of Table 5(a) of FORM GST TRAN-1 to include CGST credit flowing from
Section 140(9) of CGST Act, 2017 (required only inthe CGST Act); (iii) To modify the heading of 7(a)
of FORM GST TRAN-1 to alow flow of CGST credit through Transfer Credit Document (CDT)
(required only in CGST Act); (iv) to extend the date for filing GST TRAN-1 from 30 September, 2017
to 31 October, 2017.

Agenda item 5(viii): Changesin Central Goods and Services Tax Rules, 2017

29. During the presentation, the Commissioner (GST Policy Wing), CBEC, explained that this
agenda item was proposed to carry out correction of asmall typographical error in FORM GSTR-4 in
Table 8 to substitute the entry at Table 8B(2) to read as “Inter-State Supplies (Rate-wise)” instead of
“Intra-State Supplies (Rate-wise)” and to insert the following in FORM GST EWB-01: “The details of
bill of entry shall be entered in place of invoice where the consignment pertains to an import”.

30. For agenda item 5(viii), the Council approved the following: (i) to carry out correction of a
small typographical errorin FORM GSTR-4in Table 8§ to substitute the entry at 8B(2) to read as “Inter-
State Supplies (Rate-wise)” instead of “Intra-State Supplies (Rate-wise)”; (ii) to insert the following in
FORM GST EWB-01: “The details of bill of entry shall be entered in place of invoice where the
consignment pertains to an import”.

Agendaitem 6: Approach Paper on Principlesfor Fitment post implementation of GST

31 Introducing this agendaitem, Joint Secretary (TRU-I), CBEC, recalled that in the 20" Council
Meeting held on 5 August 2017, one of the Hon’ble Members had suggested fixation of rates in a more
refined fashion and floor rate could be considered for fixation through amethod of statistical distribution
under a sub-Committee of Hon’ble Ministers. He further stated that the present rate structure was more
or less based on the pre-GST tax incidence and that any future review of the GST rate structure would
be based on the palicy objectives which the Council would seek to achieve from the GST rate structure
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of goods, rather than a mere fitment exercise. He stated that in the above context, the following basic
principles regarding GST rates on goods could be relevant for any future review of rates: -

(1) Toensureafreeflow of ITC, exemptions which break the ITC chain and result in cascading of
input taxes should be kept to a bare minimum.

(2) If any particular State desires to incentivize certain goods of local importance (for dealers with
turnovers beyond the Threshold Exemption and Composition Scheme), it would be desirable
that the same is done using a direct subsidy, rather than exemption from GST or reduction in
GST rate.

(3) AsNil GST on manufactured goods results in negative protection for the domestic goods, and
thus goes against ‘Make in India’ policy, as a rule, no manufactured goods should be fully
exempt from GST.

(4) As concessional GST rate on any goods (lower than the GST rate on inputs for such goods)
resultsin additional cost to domestic suppliers, putting them at adisadvantage vis-a-visimports,
concessional GST rate on goods lower than the GST rate on inputs should be generally
discouraged.

(5) Considering that the present GST rate structure reflects more or lessthe pre-GST tax incidence,
it would be desirableto let the goods prices settle with the present GST rates and seamless flow
of input tax credits. In view of the concerns that the benefit of tax incidence reduction in GST
or alowance of full input tax credit across the value chain is not being passed on to the
consumer, further changesin GST rates on goods, before the prices get settled post introduction
of GST, would not be advisable.

(6) Any further changesin GST rates on goods may be considered only after areasonabletime gap,
say three months. By then post GST priceswill settle down and some reliable commodity wise
value and revenue data will aso be available, which in turn will enable a more meaningful
analysis before considering any change in the rates.

(7) To ensure ameaningful and objective analysis of the costs and benefits of any intervention in
GST rates and with an objective to converge towards a single rate (say 18%) or two rates (12%
and 18%) GST, any further changes in GST rate on goods, based on policy objectives rather
than pre-GST tax incidence on goods, may be considered only after a reasonable time gap, say
three months.

(8) For any further changesin GST rates on goods based on pre-GST tax incidence on goods, the
following procedure may be adopted:

(@) Each State or Centre makes a list of goods where representations have been received
seeking reduction in GST rates.

(b) Each State mentions VAT rates of different States for such goods and the Centre
mentions the Central Excise duty rate for such goods.

(c) Considering the methodology adopted by the Fitment Committee, the pre-GST tax
incidence isworked out.

(d) In case wherethe pre-GST tax incidence does not fall in the bracket as provided by the
GST Council for the present GST rate, the GST rate may be considered for suitable
modification keeping in view the overriding principles of (1) to (5) above.

(9) Inrespect of goods attracting 28% GST, the review may be done after a reasonabl e time gap of
say three months based on the GST data, on the following lines:

(&) Goods which satisfy the following criteria may not be considered for review, namely:

i. Goodsthat yield high revenue;
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ii. Luxury goods;

iii. Goods having negative externality;

iv. Singoods.
(b) Goodswhich satisfy any of the following criteriamay be considered for review subject

to the revenue yardstick, namely: -

i. Goods of mass consumption / public interest;
i. Intermediate goods which are in the nature of B2B supplies,
iii. Goods predominantly manufactured in the unorganised MSME sector;
iv. Export related items.

(c) Based on the above criteria, the Council may consider suitable guidelinesfor review of 28%
rate, with an aim to rationalise rate, with priority to items of consumption by common man and
keeping in view the revenue impact of such changes.

31.1. Starting discussion on this agenda item, Dr. Arvind Subramanian, Chief Economic Adviser
(CEA), Ministry of Finance, stated that he always had reservation regarding the 28% rate slab and he
expected that the rates would be reduced in the range of 12% to 18%. He observed that he was
encouraged by this Paper and it was a good framework to think where the rates of tax could be headed
for in the short and medium term. He suggested that the 28% rate slab should be dimmed down as
much as possible. He aso commended the criteria suggested in the Approach Paper for review of rates.
In order to expand the tax base, he suggested that eectricity, land and real estate should be brought
under GST. He observed that the Hon'ble Chairperson as well asthe Hon'ble Deputy Chief Minister of
Delhi had expressed an interest in bringing these items under GST and this would also help in boosting
exports.

31.2. The Honble Minister from Punjab stated that he whole heartedly supported the Approach
Paper. Heinformed that hisadministration was receiving several delegations from trade, requesting for
rate reductions. He suggested that in one Chapter, there should not be more than three rates of tax and
that while fixing rates of tax, the HSN (Harmonised System of Nomenclature) classification should be
maintained. He stated that his State supported the suggestion to bring electricity, land and rea estate
under GST.

31.3. TheHon'ble Minister from Telangana stated that bidi was made from raw tobacco leaves and
because of increase in the tax rate, prices had gone up and this needed to be taken note of. The Hon’ble
Minister from Kerala observed that the Indian society was complex with ahigh level of inequality. He
added that the present architecture of the GST was to facilitate ease of doing business and at this stage,
it was the best compromise keeping in view the larger considerations of the Society. He stated that one
should first evaluate the revenue earning under GST before planning for mid-term and long-term
changes during six to nine months. He aso suggested that the Council should not rush through
discussion on rates of tax and should devote quality time for the same.

31.4. The Honble Minister from Goa complimented the Approach Paper. He stated that the
suggestion to review the rates after three months could be harmful to a tourist State like his where the
28% rate slab for rooms above Rs. 7,500 per day was causing serious loss of business. He stated that
if these rates were not revised soon, the tourist traffic would get diverted to South East Asian countries
wheretherate of tax was only about 9%. He observed that the present rate of tax was counter-productive
and the States would lose tourists permanently. He added that other than the lower tax rates, the South
East Asian countries had many other facilitiesdattractions to offer like clean beaches and better
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infrastructure. He, therefore, suggested that instead of waiting for three months, the rate of tax on hotel's
should be reduced to 18% now itself since the high rates were actually punitive for the tourists. He
stated that his State was trying to provide better infrastructure to bring in high value tourist traffic

31.5. TheHonble Minister from Rgjasthan stated that the share of tourists coming to India was not
very significant and the high tax rates had further harmed the growth of tourism. He noted that tourism
gave foreign exchange, employment, etc. and suggested that the rate of 18% should be applied to room
tariff up to Rs. 10,000 per day. The Hon'ble Minister from Odisha supported the observations of the
Hon'ble Minister from Goa and stated that the high rates of tax would discourage tourism industry.

31.6. The Hon'ble Minister from Telangana stated that granite, bidi and tendu patta were very
important goods and requested to reduce the tax rates on them.

31.7. The Hon'ble Minister from Jammu & Kashmir stated that the Paper was a good start. He
observed that any rate review should reduce the dispersal of the rate structure. He further stated that
another criteria for rate revision should be whether such reduction would be beneficial for
competitiveness of the product and in this regard, he cited the example of walnuts in Kashmir. He
suggested that the Council should devise atemplate for considering rate review.

31.8. Dr. Shrikant Baldi, Addl. Chief Secretary (Finance), Himachal Pradesh, suggested to have one
tax rate for one product category. He observed that different rates of tax for computer monitors,
footwears and blankets created distortions. He also suggested that differencein the rates of tax between
inputs and outputs of a product should not be very high. He aso stated that it needed to be considered
asto how to improve the MSME (Micro, Small and Medium Enterprises) sector. The Hon'ble Minister
from Kerala suggested that the issue of rate structure for tourism should be discussed as a separate
agendaitem.

31.9. TheHon'ble Minister from Karnataka stated that the Fitment Committee had done a good work
to come up with the Approach Paper but this needed more application of mind and more time to study.
He also cautioned that a direct or tacit acceptance of the Approach Paper could open litigation in the
Courts of law. He stated that if the Council over-ruled the norms approved by it, there could be scope
for litigation on this matter. He suggested that the Fitment Committee could tacitly follow these
principles. He stated that there was also a need to work on rate rationalisation after data on taxes were
received. The Hon'ble Minister from West Bengal stated that the Approach Paper had raised several
issues which needed to be studied and thought about. The Hon'ble Chairperson stated that the larger
revenue trend needed to be looked at in the next two to three months. He added that if tax rates were
reduced, then the Centre and the States would have to be willing to forego the principles of revenue
neutrality. The Hon'ble Deputy Chief Minister of Bihar supported the proposal for reducing the rate of
tax for hotel rooms to 18% and observed that the rate of 28% was very high. He also made a reference
to the case of luxury tax and service tax. The Hon'ble Chairperson stated that for hotel rooms, the rate
of 19% was the net tax and some States had a higher rate of tax.

31.10. The Secretary suggested that the Fitment Committee should not carry out an exercise for
revision of rates until the Approach Paper was finalised except when rate revision is urgently required.
The Hon'ble Deputy Chief Minister of Gujarat stated that the sufferings of industry and rise in
unemployment should also be kept in mind while discussing the rate structure. He pointed out that the
small-scale industry was suffering due to high rates of tax, and therefore, the rate related discussion
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should not be postponed. The Secretary stated that the proposed rates for goods listed for this meeting
could be considered but the subsequent suggestions for any change in the rates should be based on the
agreed Approach Paper. The Hon'ble Minister from Chhattisgarh suggested to add one more principle
in the approach paper, namely, to watch revenue and employment situation for next three months and
see if revenue was low or employment was high or vice versa, and then the rate of tax on that product
could be re-examined. The Hon'ble Minister from Karnataka suggested that the Council should not
bind itself into arigid decision-making body on thisissue and that it should take decisions on the basis
of the Approach Paper or in the light of such other conditions as might be prevailing. He observed that
the Council could take a decision on thisissue. The Council agreed to give more time to the Members
to study the Approach Paper and formulate their response and then take it up for discussion.

32. For agenda item 6, the Council approved to give more time to the Members to study the
Approach Paper and formulate their response and then take it up for discussion in the Council.

Agenda ltem 7: Recommendation of the Fitment Committee on goods and services (Outstanding
Agenda Item from 20" GST Council M eeting)

33. Introducing this agenda item, the Secretary stated that this was a carry-over agenda from the
20™ Council Meeting held on 5 August, 2017 and proposed to discuss the items listed at Annexure |
(List of goods for changein GST rate); Annexure 1A (List of issues relating to goods discussed by the
Fitment Committee where dight changes are proposed); Annexure I1B (List of issues relating to goods
discussed by the Fitment Committee where no change is proposed); Annexure Il (GST Rate on
Services- Proposals found NOT acceptable by the Fitment Committee for consideration of the GST
Council during its 20" Meeting) and Annexure IV (List of musical instruments for specificinclusionin
the exemption list). He recalled that the Council had already taken a decision in its 20" Meeting held
on 5 August, 2017 in respect of goodslisted at Sr. No. 1 (Concentrated milk or milk powder consumed
by distinct persons as per Section 25 (4) for conversion into milk for distribution through dairy
cooperatives), Sr. No. 23 (reduction in rate of tax on specified partsfor tractors), and Sr. No. 30 (Goods
imported for FIFA under 17 Football World Cup) of Annexure I. He further pointed out that proposal
at Sr. No. 8 (Satellite launch services by ANTRIX to international and domestic customers to be
exempted from GST) of Annexure Ill now stood superseded by another agenda item 8(iii) which
specifically dealt with exemption from GST on the services provided to both international and domestic
customers by ANTRIX Corporation Limited from levy of GST. A record of discussion on the specific
items under different Annexesis as below.

Annexure-|

(i) Tamarind dried (Sr.No. 2): The proposa of the Fitment Committee was to reduce the rate of tax
from 12% to 5%. The Hon’ble Minister from Chhattisgarh stated that dried tamarind was not a
processed good as it only involved removal of seeds and pressing the fruits. He added that it was not a
spice and it should be exempted from tax. He added that this product did not yield much revenue and it
was connected to employment in the Bastar region. The Hon’ble Ministers from Maharashtra and
Telanganasupported the proposal of the Hon’ble Minister from Chhattisgarh. The Hon’ble Chairperson
stated that revenue was aso an important consideration while considering the rate proposals. The
Hon’ble Minister from Telangana responded that revenue yield from this good would not be much and
it was consumed by the poorer sections of the society. The Secretary stated that exemption should be
given to limited products and tamarind dried was a processed good and was used as a spice like jeera,
etc. The Hon’ble Minister from Tamil Nadu stated that this was not a processed good and it was only
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dried under sunlight. Shri Anurag Goel, CCT, Assam stated that even if tax on this product was
exempted, its price might not be reduced. After further discussion, the Council agreed not to exempt
the tax on this product, but to reduce the same from 12% to 5% as recommended by the Fitment
Committee.

(ii) All goodsi.e. cereals, put up in unit container and bearing a registered brand name (Sr. No.
3): The Joint Secretary (TRU-I), CBEC, stated that in the 15" Meeting of the Council held on 3 June
2017, it was decided that since branded cereals were a value-added product, they could be taxed at the
rate of 5%. The Council had also taken aview that thistax rate should not apply for all types of branding
but should be restricted to only registered brand names. He added that the legal meaning of the
registered brand names was derived from the Trade Marks Act. He stated that after this provision was
put into place, a process of deregistration of registered brand names of cereals had started. He invited
Shri Rajiv Jalota, CCT, Maharashtra to share the data on deregistration of brand names of cereals. The
CCT Maharashtra informed that as per the data obtained from the office of DG, Patents and Trade
Marks, in May 2017, out of 75 applications for deregistration of Trade Marks, only 15 related to food
grains but this number showed substantial jump in the months of June and July, 2017. In June 2017, out
of 110 applicationsfor deregistration, 90 related to food grainsand in July 2017, out of 150 applications
for deregistration, 125 related to food grains. He stated that in this view, the definition of registered
brand name was proposed to be modified by adding to it 3 conditions as mentioned in the agenda note.
The Hon’ble Chairperson stated that there was aflaw in the original drafting as a Trade Mark need not
be registered. He stated that if a Trade Mark was registered, then the person holding the Trade Mark
could sue for infringement, but if a Trade Mark was well known, the user of the Trade Mark could till
sue for passing off under the common law. He suggested that in addition to the 3 conditions
recommended by the Fitment Committee for amendment in the definition of the registered brand name,
afourth condition could also be added namely, a mark or name in respect of which actionable claimis
available shall be deemed to be aregistered brand name. The Council approved this proposal.

(iii) Roasted Gram (Sr. No. 4): The Fitment Committee recommended to reduce the rate of tax from
12% to 5%. The Hon’ble Minister from Chhattisgarh suggested that roasted gram should be exempted
asthere was no tax on gram and also no tax on the end product of roasted gram, i.e. sattu. He stated that
roasted gram was an intermediate product, it should also be exempt from tax and the revenue yield from
this product would be very low. He added that as this product was supplied inter-State, it would aso
not enjoy the benefit of the threshold exemption of Rs. 20 lakh. He added that exempting this product
from tax would help to generate employment. The Hon’ble Chairperson observed that the suppliers of
roasted gram would be using some inputs which woul d be taxabl e such as mobile phone and they would
be able to claim input tax credit on the same, if the product was taxed at the rate of 5%. After further
discussion, the Council agreed not to exempt the tax on roasted gram, but to reduce the same from 12%
to 5% as recommended by the Fitment Committee.

(iv) Oil Cakes (Sr. No. 7): The Joint Secretary (TRU-I), CBEC stated that the Fitment Committee
proposed to tax oil cakes other than cotton seed oil cakes at 5% and to exempt cotton seed oil cake. He
explained that this proposal was made keeping in view the fact that end use based exemption was
difficult to administer as the supplier would not know the end use of the product. The Council approved
the proposal.

(v) Rubber bands(Sr. No. 11): The Fitment Committee recommended to reduce the tax on this product
from 28% to 18%. The Hon’ble Minister from Kerala stated that these goods were made in tiny
production units and they should be taxed at the rate of 12% instead of 18%. The Council agreed to this
suggestion.
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(vi) Idols made of clay (Sr. No. 17) and Idols made of stone including marble (Sr. No. 18): The
Fitment Committee had recommended to reduce the rate of tax from 28% to 5% for idols made of clay.
However, it refrained from suggesting any lower rate for idols of stone including marble (attracting tax
at the rate of 18%), and left this decision to the Council. Initiating discussion on these products, the
Hon’ble Minister from Maharashtra suggested to exempt idols made of clay as these were used in very
important festival s like Ganesh Utsav and Navratri. The Hon’ble Minister from West Bengal supported
this proposal. The Hon’ble Minister from Rajasthan suggested that idols made of stones should also be
exempted from tax and that they were not taxed anywhere in the world. The Hon’ble Chairperson raised
aquestion regarding taxation of idols of God made of cut glass and crystal. The Hon’ble Minister from
Maharashtra suggested that tax should be levied only on idols of gold and silver. The Hon’ble Minister
from West Bengal suggested to exempt from tax, idols made of clay, stone and marble. The ACS, Uttar
Pradesh suggested that idols made of brass should be exempted from tax. He suggested that idols made
from various non-precious metal should attract same rate of tax. The Hon’ble Minister from Punjab
stated that similar goods should attract similar rate of tax whereas presently, idol s attracted five different
rates of tax. The Advisor to Chief Minister, Punjab stated that majority of idols were made of resin and
it attracted tax at the rate of 28%. The Hon’ble Minister from Madhya Pradesh stated that clay idols
should be exempted from tax as they were immersed in water after the festival. The Secretary stated
that there was a need to distinguish between idols made of precious metals and other types of metal and
the latter could be taxed at one rate. He added that the idols made of clay could be kept at alower rate.
The Hon’ble Minister from West Bengal also suggested to keep one rate of tax for idols made of
precious metals and another rate for idols made of other metals. The Hon’ble Deputy Chief Minister of
Bihar suggested to keep arate of tax for idols made of marble but to exempt idols made of clay. The
Hon’ble Minister from Maharashtra stated that supply of idols should be exempted from tax as temple
was not a place of business. The Hon’ble Chairperson pointed out that cement, electrical fittings etc.
used in construction of temples was also chargeable to tax. The Hon’ble Minister from Odisha observed
that if idols were taxed, the artisans would suffer. CCT, Assam suggested to exempt clay idols but to
tax idols of other materialsastheir inputswould betaxed. The ACS, Uttar Pradesh stated that exempting
idolsfromtax would not hurt the domestic industry aslarge quantities of idolswere al so being imported.
The Hon’ble Minister from West Bengal stated that tax on idols was a ground level issue linked to
political economy and sociology and he had been pleading for its exemption since last three meetings.
The Secretary observed that the turnover of several idol makers was in crores of rupees. He observed
that there could be a ground to exempt idols made of clay but idols made of other materials should be
taxed. He added that this would also help to bring such idol makers under the Income Tax net. The
Hon’ble Minister from Rajasthan stated that only 2% of the idol manufactures had an annual turnover
of more than Rs. 20 lakh. The Hon’ble Chairperson stated that suppliers dealing in high value idols
needed to be taxed whereas the smaller ones would get covered under the threshold exemption of Rs.
20 lakh or the composition threshold of Rs. 75 lakh. The Hon’ble Minister from Punjab suggested that
idols made of clay should be taxed at the rate of 5% and the other idols should be taxed at the rate of
12%. The Hon’ble Deputy Chief Minister of Gujarat suggested that the marble idols should be taxed at
the rate of 5% and clay idols should be exempted from tax. The Hon’ble Chairperson suggested that the
idols made of clay could be exempted from tax whereas idols made of wood, stone (including marble
and granite) and metal (other than those made of precious metals) should be taxed at the rate of 12%.
He suggested that idols made of precious metals should be taxed at the rate of 3%. The Council agreed
to these suggestions.

(vii) Nozzlesfor drip irrigation equipment or sprinklers[mechanical appliances (whether or not
hand operated) for projecting, dispersing or spraying liquidsor powder s]: The Fitment Committee
recommended to reduce the rate of tax from 18% to 12% on this product. The Hon’ble Deputy Chief
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Minister of Gujarat suggested to keep the rate of tax at 5%. The Secretary stated that a 5% tax rate
would lead to asituation of refund due to inverted duty structure. The Council agreed to reduce the rate
of tax from 18% to 12% on nozzlesfor drip irrigation system and nozzles for sprinklers asrecommended
by the Fitment Committee.

(viii) Cotton quilts (Sr. No. 24): The Fitment Committee recommended to reduce the rate of tax from
18% to 12%. The Hon’ble Minister from Rajasthan suggested that cotton quilts (rajai) should be taxed
at par with blankets where tax rate was 5% for blankets with sale value not exceeding Rs. 1000 per
piece and 12% for blankets with sale value exceeding Rs. 1000 per piece. The Council agreed to this
suggestion.

(ix) Worked corals (Sr. No. 25): The Fitment Committee recommended to reduce the rate of tax from
28% to 5%. The Hon’ble Minister from Rajasthan stated that corals were also in the nature of precious
stones and they should be taxed at the rate of 3%. The Joint Secretary (TRU-1), CBEC, stated that tax
rate of 3% was applicable only for goods falling under Chapter 71 of HSN Code namely natural or
cultured pearls, precious or semi-precious stones, precious metals, etc. whereas worked corals was
classifiable under Chapter heading 9601. The Hon’ble Minister from Rajasthan suggested that rate of
tax on worked corals should be kept at par with gems. The Joint Secretary (TRU-I), CBEC, stated that
handicrafts made of shells and corals were excluded from this Chapter heading. The Hon’ble
Chairperson observed that poor people did not buy corals and suggested to keep the rate of tax at 5%.
The Council agreed to reduce the rate on worked corals, (other than articles of corals), from 28% to 5%
as recommended by the Fitment Committee.

(x) Walnuts (New proposal): The Hon’ble Minister from Jammu & Kashmir stated that only his State
produced walnuts and aliberal import regime was destroying walhut production in his State. He stated
that the maximum sale of walnuts took place before Diwali and it was very urgent that the rate of tax
on walnuts (whether or not shelled) should be reduced from 12% to 5%. The Council agreed to the
proposal.

(xi) Parts of diesel submersible engine (New proposal): The Hon’ble Deputy Chief Minister of
Gujarat stated that while the rate of tax on diesel submersible engine was 12%, its spare parts were
taxed at the rate of 28%. He suggested that parts of diesel submersible engine should also be taxed at
the rate of 12%. The Secretary stated that alist of parts exclusively used for diesel submersible engine
could be provided to examine this matter. He stated that spare parts of general use could not be taxed
at the rate of 12% when used in diesel submersible engine as this could lead to misdeclaration and
evasion of duty. He recalled that a similar approach had been followed in respect of tractor parts. The
Council did not take any decision on this proposal.

(xii) In addition, the Council approved all other recommendations of the Fitment Committee contained
in Annexure-| of agendaitem 7 of the 21% Council Meeting.

Annexure-l1A

33.1. The Secretary stated that Annexure-11A of agenda item 7 broadly related to issues where the
Fitment Committee had recommended to issue certain clarifications and suggested that the Council
could approve the recommendations of the Fitment Committee. The Council discussed some of the
itemslisted in Annexure-11A and the discussion is recorded as below.
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(i) Nutritious diet (Pushtaahar) being distributed under the Integrated Child Development
Scheme (Sr. No. 16): The Fitment Committee did not agree to the proposals to reduce tax on these
goods from 18% to Nil on the ground that Pushtaahar distributed under the Integrated Child
Development Scheme (ICDS), was a mixture of proteins, various grains, wheat flour, sugar etc., and
was covered under HSN Code 2106 and not 1901, and attracted 18% GST. The Fitment Committee
suggested to clarify the same through publication under Frequently Asked Question (FAQ). The ACS,
Uttar Pradesh stated that his State suffered from large number of cases of malnutrition of children and
to supplement their diet, including for pregnant women, alarge quantity of nutritious food was supplied
to children and pregnant women under the ICDS and tax on them should be reduced from 18% to at
least 5%, at par with the rate of tax on roasted gram. He stated that the current rate of tax was causing
aloss of Rs. 600 crore to his State. The Secretary suggested that this issue could be again discussed in
the Fitment Committee. The Council agreed to this suggestion.

(i) The Council approved all other recommendations of the Fitment Committee contained in Annexure-
[1A of agendaitem 7 of the 21% Council Meeting.

Annexure-l1B

33.2. The Secretary stated that Annexure-lIB contained a list of goods on which the Fitment
Committee did not agree to the recommendation to reduce the present rate of GST. The Council
discussed some specific products and the record of discussion is as below.

(i) Farshi Paththar (Flooring Stone) (Sr. No. 41): The Fitment Committee did not recommend
reduction of tax on this product from 28% to 5% on the ground that the GST rate of 28% for goods
falling in Chapter 68 was as per pre-GST tax incidence and that it would not be advisable to lower the
tax rate for one set of items, as it would necessitate similar reduction in a large number of similarly
placed items, which would entail substantial revenue loss. The Hon’ble Minister from Chhattisgarh
stated that due to high rate of tax on this product, almost all mines in his State were closed which
employed about fifty thousand labour and it was a very grave issue in his State. He stated that this
product was largely used as a building stone and due to inter-State sales, it was not even dligible for
threshold exemption. He suggested that the rate of tax on this product should be reduced from 28% to
5%. The Hon’ble Minister from Telangana stated that his State faced similar issue in respect of Napa
stones. The Hon’ble Minister from Rajasthan stated that they faced a similar problem in respect of Kota
stones. The Secretary stated that all floor tiles fell into one category and that mosaic tile was even
cheaper than these stones but all flooring tiles were taxed at the rate of 28%. The Hon’ble Minister from
Chhattisgarh stated that fifty thousand workers could not be made unemployed because of a
classification issue and suggested that this product should be given a separate classification. The CCT,
Assam stated that if the rate of tax on stones was reopened, then rate of tax for severa other stoneslike
Kota stone, etc. would need to be revisited and this could adversely affect the revenue interest of the
consuming States. The Hon’ble Minister from Chhattisgarh stated that Farshi Paththar was different
from polished Kota stoneinasmuch asit was an unpolished stone. The Hon’ble Minister from Rajasthan
stated that the buyer segment was the samefor Kota stone and Far shi Paththar. The Principal Secretary,
Finance, Telangana stated that a two-rate structure could be kept for different types of stone based on
their sale price as was done for footwear and apparels. The Hon’ble Chairperson suggested that the
issue could be referred back to the Fitment Committee for examination and to aso examine the revenue
impact of rate reduction.

(ii) Fly Ash (Sr. No. 44): The Fitment Committee did not agree to the proposal of reducing the tax rate
on fly ash from 18% to Nil, on the consideration that manufacturers of fly ash products would get input
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tax credit of tax paid on fly ash and other inputs. It also took note that GST rate on fly ash bricks and
blocks (12%) was lower than the pre-GST tax incidence and that there was no economic justification
for further reduction in rate. The Hon’ble Minister from Odisha stated that fly ash was a very important
commodity and that tax on it should be Nil.

(iii) Carpets and floor coverings of coir (Sr. No. 50): The Fitment Committee did not recommend
reduction of the existing rate of 12% on these products and felt that in order to achieve the larger goa
of asinglerate of GST, it might not be appropriate to tweak GST rates of goods which were dready at
18% or below. The Hon’ble Minister from Kerala stated that while the intention was to tax floor
coverings, carpets, mats and mattings and textiles of rubber at 5%, only HSN codes 5705.00 and
5311.00 were included. He suggested to include HSN codes 5702.20.10, 5702.20.20, 5702.20.90 and
5702.90.20 which appeared to be inadvertently left out. He aso stated that while fixing a tax rate of
coir ropes at 5%, HSN code 5607.90.10 was included but the coir products under 5609.00.10 was
omitted, which should be rectified. He further added that many coir products had become expensive
and there was a need to take decision item by item. The Hon'ble Minister from Karnataka stated that
in the textile sector, there was a huge diversity, there being large firms and very small firms, and there
was a need to take a considered decision in the Council after detailed discussion, instead of taking
summary decision.

(iv) Khadi fabrics, garmentsand made up (Sr. No. 64): The Fitment Committee did not agree to
recommend to reduce the rate of tax on these products from 5%/12% to Nil. The Hon'ble Minister from
Karnataka stated that the suggestion to exempt khadi fabrics from tax should not be rejected summarily.
TheHon'ble Minister from Kerala stated that khadi textiles and approved goods should be exempt from
tax as vulnerable sections of society depended on this segment of goods. The Hon'ble Chairperson
stated that the Council could take a decision on this issue but the challenge was how to define khadi.
The Secretary stated that earlier, all textiles were exempt and the practical difficulty would now be how
to distinguish between khadi fabric and other types of fabrics. He suggested that one way to address
this issue could be to provide that khadi fabrics sold from the outlets authorised by Khadi and Village
Industries Commission (KVIC) would be exempt from tax. He clarified that this proposal should only
be adopted for khadi fabrics and not for khadi garments. The Hon’ble Deputy Chief Minister of Bihar
supported the proposal. The Hon'ble Minister from Karnataka observed that this had the potential of
abuse of power by KVIC but optically the decision was acceptable. The ACS (Finance), Himachal
Pradesh, stated that exemption should not be made seller based as this would mean that when private
persons sold khadi fabrics, no tax exemption shall be available. After discussion, the Council agreed to
the proposal of the Secretary.

(V) Theissueslisted in Annexure |1B could not be discussed in detail by the Council dueto paucity
of time, and it decided to discuss these issues in its next meeting. In this context, the Hon’ble
Chairperson stated that the issues on which the Council, after discussion, did not agree with the
recommendations of the Fitment Committee (as contained in the said Annexure [1B) could be referred
back by the State or the Centre for reconsideration by the Fitment Committee. The Council agreed to
this suggestion.
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Annexure-111

33.3.  This Annexure related to proposals regarding reduction in rate of services which the Fitment
Committee did not find acceptable. Due to paucity of time, this Annexure could not be discussed by the
Council and was deferred to the next meeting of the Council .

Annexure-|V

33.4.  The Secretary explained that indigenous handmade musical instruments are exempt from GST.
However, doubts were being raised whether or not a particular musical instrument was an indigenous
musical instrument. He also explained that the list of musical instruments contained in Annexure IV of
the Agenda Note 7 was provided by the CCT West Bengal, as mentioned in Sr. No. 9 of Annexure-11A.
The Council agreed to the inclusion of thislist as an exhaustive list of indigenous musical instruments,
which if handmade, would be eligible for the existing exemption from tax.

34. In view of the above discussion, for agendaitem 7 relating to recommendation of the Fitment
Committee on goods and services (Outstanding Agenda Item from 20" GST Council Meeting), the
Council took decisions as recorded below.

34.1. For Annexure-l, the Council approved the recommendations of the Fitment Committee with
the following amendments/addition:

(i) All goodsii.e. cereals, put up in unit container and bearing a registered brand name (Sr. No.
3): In addition to the 3 conditions recommended by the Fitment Committee as amendment in the
definition of the registered brand name, a fourth condition shall be added namely, a mark or name in
respect of which actionable claim is available shall be deemed to be a registered brand name.

(ii) Rubber bands (Sr. No. 11): Therate of tax shall be 12%.
(iii) 1dols made of clay (Sr. No. 17): Therate of tax shall be NIL.

(iv) Idolsmade of stoneincluding marble (Sr. No. 18): The rate of tax for idols made of wood, stone
(including marble and granite), and metal (other than those made of precious metals) shall be 12%.
Idols made of precious metals shall be taxed at the rate of 3%.

(v) Cotton quilts (Sr. No. 24): The rate of tax for cotton quilts (rajai) with sale value not exceeding
Rs. 1000 per piece shall be 5% and the rate of tax on cotton quilts (rajai) with sale value exceeding Rs.
1000 per piece shall be 12%.

(vi) Walnuts (New proposal): Therate of tax on walnuts (whether or not shelled) shall be 5%.

34.2. For Annexure-l1A, the Council approved the recommendations of the Fitment Committee
with the following amendments:

(i) Nutritious diet (Pushtaahar) being distributed under the Integrated Child Development
Scheme (Sr. No. 16): The Fitment Committee to again discuss the rate of tax on this product.

34.3. For Annexure-l1B, the Council agreed to exempt khadi fabrics sold through the outlets of
Khadi and Village Industries Commission (KVIC) from tax and also decided to discuss the other
recommendationsin its next meeting. The Council further decided that the i ssues on which the Council,
after discussion, did not agree with the recommendations of the Fitment Committee (as contained in
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Annexure 1IB) could be referred back by the State or Centre for reconsideration by the Fitment
Committee.

34.4.  For Annexure-111, the Council deferred discussion to the next meeting of the Council.

34.5. For Annexure-lV, the Council approved thislist as an exhaustive list of indigenous musical
instruments, which if handmade, shall be eligible for the existing exemption from tax.

Agendaitem 8: OTHER RECOMMENDATIONSOF THE FITMENT COMMITTEE

Agendaitem 8(i): Alternative approach for GST Rate Structurefor Handicr afts

35. Introducing this agenda item, the Joint Secretary (TRU-I), CBEC stated that handicrafts were
exempt under Central Excise as per Notification No.76/1986-CE and Notification No.17/2011-CE but
the articles of jewellery faling under Heading No. 7113 were excluded from this exemption. He
informed that the Hon’ble Supreme Court, in the case of Collector of Central Excise, New Delhi Vs.
Louis Shoppe (12.03.1995) laid down certain criteria to establish whether a particular article merited
classification as ‘handicraft’, like predominantly made by hand, graced with visual appeal in the nature
of ornamentation or inlay work or some similar work. He stated that using such criteriawould lend an
element of subjectivity and would also result in increased interface between administration and tax
payersand in disputes. Heinformed that the website of the Development Commissioner (Handicrafts)
under the Ministry of Textiles, Government of India (http://handicrafts.nic.in) listed out various
categories of goods which are manufactured by craftsmen across the country apart from mechanised
production. He stated that thislist was examined and one possible way to resolve the issue of GST rate
on handicrafts could be to consider alower the rate of tax for goods which were largely made by hand.
He stated that this approach would obviate the need to define ‘handicraft’ per se. He explained that
keeping this approach in view, the rates of tax for certain items were suggested in the agenda notes. He
added that the broad principle adopted was that if the existing rate was 12% or lower, then no change
was recommended; but if the rate was higher than 12%, then, it was recommended to reduce it to 12%.

35.1. Initiating the discussion on this agenda item, the Hon'ble Minister from Karnataka expressed
his agreement to the proposed rate on handicrafts. The Hon'ble Minister from Jammu & Kashmir stated
that the list was not exhaustive and handmade shawls, carpets, etc. were missing. He added that Paper
Mache articles was a unique product of Jammu & Kashmir on which Excise Duty was Nil and it could
not now be taxed at the rate of 12%. The Secretary clarified that shawls aready attracted GST at the
rate of 5% or 12% depending on their sale value and carpets at 12%.

35.2. TheHon'ble Minister from Odisha stated that in Serial No.7 of thelist of items, sabai grass and
its products were not covered. Shri Tuhin Kanta Pandey, Principal Secretary (Finance), Odisha, stated
that during pre-GST period, Central Excise Duty on textiles was NIL and artisans were unregistered
persons, and therefore, their sale at the next level would attract tax on reverse charge basis a the rate of
12% or 18%, which was very high. He stated that there was similar problem with siali leaves and sal
leaves, used in making cups and plates. He expressed that these products would become expensive if
taxed at the rate of 12% or 18%. He suggested to apply the pre-GST incidence of tax for these products
or to exempt them as all handicraft items were exempt from Central Excise earlier. After discussion, it
was agreed that tax on all handicraft products of grass, leaves, reed and fibre including mats, pouches
and wallets would be reduced from 12% to 5%.
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35.3. ThePrincipal Secretary (Finance), Odisha, stated that carved wood products (Chapter Headings
4415, 4416, 4419 and 4420) would get expensive if these were taxed at the rate of 12% or 18% and
suggested that these should be taxed at the rate of 5%. After discussion, it was agreed that asthe earlier
incidence of Central Excise on carved wood productswas 12.5% and VAT was 5% in general, the GST
rate on carved wood products could be kept at 12% for goods faling under Chapter heading 4415 and
4416 (carved wood products like boxes, inlay work cases, casks, etc. and under Chapter 4420 (carved
wood products). It was also agreed to reduce the rate of tax for goods falling under Chapter 4419
(carved wood products — table and kitchenware, etc.) from 18% to 12%.

35.4. The Hon'ble Minister from Kerala stated that the question as to what constituted a ‘handicraft’
remained unresolved. TheHon'ble Chairperson suggested that the tax rate on handicraft items on which
the Fitment Committee had reached consensus, could be approved and for others, wherever the States
made a suggestion in writing, it could be taken up for discussion by the Fitment Committee again. The
Hon'ble Minister from Kerala stated that there was no agreement on products covered under Serial
No.15 (coir products — mats, mattresses, etc. under Chapters 5705 and 9404).

35.5. The Secretary suggested that the rate of tax on glass statues under Chapter Headings 7018 and
9010 need not be reduced from 18% to 12% as glass statues could also be made of crystals. He further
suggested that Paper Mache articles (Chapter Heading 4823) could be taxed at the rate of 5% asit was
an important item for Jammu & Kashmir. The Council agreed to this suggestion. The Council also
agreed that where no change in the rate of tax on a product was proposed by the Fitment Committee
despite recommendation by a State, the States could once again raise the issue of rate of tax on such
products in the Fitment Committee and the Committee should re-examine the same.

36. For agenda item 8(i), the Council approved the change in rate of those goods listed under
agenda item 8(i) where the Fitment Committee had agreed to the proposed change in rate and to aso

reduce the rate for the following goods:

(i) Handicraft products of grass, leaves, reed and fibre including mats, pouches and wallets. To
be taxed at the rate of 5%;

(ii) Carved wood products like boxes, inlay work cases, casks, etc. (Chapter heading 4415 and
4416): To betaxed at the rate of 12%.

(iii) Carved wood productsfalling under Chapter heading 4420: To be taxed at the rate of 12%.

(iv) Carved wood products - table and kitchenwar e, etc. falling under Chapter heading 4419: To
be taxed at the rate of 12%.

(v) Paper Mache articlesfalling under Chapter Heading 4823: To be taxed at the rate of 5%.
(vi) Where no change in the rate of tax on a product was proposed by the Fitment Committee despite
recommendation by a State (including item at Sr. No. 15, namely coir products-mats, mattresses, efc.),

the States could once again raise the issue of rate of tax on such productsin the Fitment Committee and
the Committee shall re-examine the same.
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Agendaitem 8(ii): Compensation Cesson M otor Vehicles

37. The Joint Secretary (TRU-1), CBEC explained this agenda item and stated that based on the
data received from Tamil Nadu regarding the total tax amount, pre- and post-GST, and the total tax
incidence, pre- and post-GST, the reduction in taxes after introduction of GST for different models of
Hyundai was worked out and on this basis, the GST Council, inits 20" Meeting held on 5 August, 2017
recommended increase in the maximum rate of Compensation Cess on motor vehicles falling under
Chapter Heading 8702 and 8703 from 15% to 25%. He stated that the Union Cabinet, in its meeting
held on 30 August, 2017 approved promulgation of an Ordinance to amend the Goods and Services Tax
(Compensation to States) Act, 2017 so as to increase the maximum rate at which Compensation Cess
could be levied from 15% to 25% on motor vehiclesfor transport of not more than 13 personsincluding
the driver falling under Chapter Heading 8702 10, 8702 20, 8702 30 or 8702 90 and motor vehicles
falling under Chapter Heading 8703, and an Ordinance was accordingly promulgated on 2 September,
2017 to amend the Schedule to the Goods and Services (Compensation to States) Act, 2017. He
explained that the variation in pre-GST tax incidence was primarily on account of variation in dealer’s
margin and freight for different makes of motor vehicles and higher the dealer’s margin and freight, the
lower was the tax incidence. He stated that if the rate of Compensation Cess was fixed by taking into
account the highest pre-GST tax incidence, it might result in increase in tax on vehicles with higher
dealer’s margin/freight, and therefore, it might be advisable to consider lower limit of pre-GST tax
incidence for arriving at the rate of Compensation Cess for a particular type of vehicle. He aso
suggested to have a separate rate of Compensation Cess for mid and large segment motor vehicle as
these categories showed a significant variation in pre-GST tax incidence.

37.1. The Hon'ble Chairperson stated that a view needed to be taken whether Cess should also be
increased on small cars. The Hon'ble Minister from Karnataka stated that Cess on small cars need not
be touched if it was reasonably certain that the manufacturers would pass on the benefit to the
consumers.

37.2. The Hon'ble Minister from Tamil Nadu stated that his State was one of the leading States in
automobile sector and Chennai was renowned as the Detroit of India. He stated that alarge number of
ancillary industries were dependent on factories manufacturing motor vehicles. He further stated that
subsequent to introduction of GST, there was reduction in the price of cars of all segments and this had
resulted in revival of the automobile industry, resulting in substantial increase in sale of vehiclesto the
extent of about 20%. He cautioned that any further increase in the Cess would affect the turnover and
would correspondingly reducetax collectionsfromthisvital sector. He, therefore, suggested to exercise
caution against increase in the rate of Cess on cars without examining the price elasticity of demand,
particularly in lower and mid segment of vehicles.

37.3. The Hon'ble Chairperson stated that discussion could commence from the high-end vehicles
and suggested that Sports Utility Vehicles (SUVs) (of length more than 4-metre, engine capacity more
than 1500 cc and ground clearance 170 mm) could be charged to an additional 7% Cess so that the total
Cess became 22% and the total incidence of tax on SUVs became 50%. For large cars (of engine
capacity more than 1500 cc), he suggested that the Cess could be increased by an additiona 5% to bring
the Cessrate to 20% from the earlier 15%. For the mid segment cars (of engine capacity lessthan 1500
cc), he suggested to increase the rate of Compensation Cess by 2% to make it 17% from the existing
15%. He further suggested that there should be no increase in the rate of Cess on small cars (of length
less than 4-metre and engine capacity 1200 cc for petrol and 1500 cc for diesal vehicles). The Council
agreed to this suggestion.
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37.4. The Hon'ble Minister from Jammu & Kashmir suggested that the rate of tax on small cars
should be unified into one single rate and this rate could be kept at 30%. The Hon'ble Chairperson
informed that the difference in the rate of tax on small carswas kept to disincentivise use of diesel cars.

37.5. TheHon'ble Minister from Karnataka suggested that hybrid cars should not be subjected to any
increase in the rate of Cess. The Hon'ble Chairperson agreed to the suggestion. The Secretary stated
that no change in the rate of Cess was aso suggested for motor vehicles for transport of not more than
13 personsincluding the driver, falling under sub-headings 8702 10, 8702 20, 8702 30 or 8702 90. The
Council agreed to this suggestion.

38. For agenda item 8(ii), the Council approved the increase in the rate of Compensation Cess for
the following categories of motor vehicles:

(i) Sports Utility Vehicles (SUVs) (of length more than 4-metre, engine capacity more than 1500 cc
and ground clearance 170 mm): To increase the rate of cess from the present 15% to 22%;

(ii) Large cars (of engine capacity more than 1500 cc): To increase the rate of cess from the present
15% to 20%;

(iif) Mid segment cars (of engine capacity less than 1500 cc): To increase the rate of cess from the
present 15% to 17%;

(iv) No change in the rate of cess for other categories of motor vehicles.

Agenda item 8(iii): Exemption from GST on the services provided to both international and
domestic customersby ANTRIX Corporation Limited from levy of GST

39. Shri Amitabh Kumar, Joint Secretary (TRU-I1), CBEC, introduced this agendaitem and stated
that the Chairman, Space Commission, Department of Space, Government of India, had requested to
exempt satellite launch services provided to both international and domestic customer by ANTRIX
Corporation Limited from levy of GST. He stated that ANTRIX Corporation is a wholly owned
Government of India company under the administrative control of the Department of Space. He stated
that the Department of Space had given a number of justifications for granting this exemption, such as
need of Government support to compete against global pioneers; to earn foreign exchange by bringing
down the cost of launch services through tax exemption; lack of clarity on whether satdllite launch
service constituted export of service; and the fact that ISRO’s Launch Vehicle placed the customer-
satellites in space, which was outside the territory of India and these satellites were being controlled,
monitored and utilised from the customer’s own country after launch. He explained that the primary
guestion was whether the launch service provided by ANTRIX Corporation qualified to be considered
as export of services. He stated that in terms of Section 13(9) of IGST Act, 2017, the place of supply
of satellite launch service by ANTRIX Corporation to international customers would be outside India
and where such supply qualified under Section 2(6) of the IGST Act, 2017, this would constitute as
export of service and shall be zero rated and where satellite service was provided to a person in India,
the place of supply of satellite launch service would be governed by Section 12(8) of the IGST Act,
2017 and would be taxable. He stated that the Fitment Committee had agreed to this understanding and
recommended to issue a clarification on the above lines. The Council agreed to this suggestion.

40. For agenda item 8(iii), the Council approved to clarify as follows: (i) place of supply of
satellite launch services by ANTRIX Corporation Ltd., to international customers would be outside
Indiain terms of Section 13(9) of the IGST Act, 2017 and where such supply meets the requirements
of Section 2(6) of the IGST Act, 2017 and thus constitutes export of service, shall be zero rated; (ii)
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Where satellite launch service is provided to a person in India, the place of supply of satdlite launch
serviceisin Indiaand hence taxable.

Agendaitem 8(iv): Exemption from GST on the supply of nuclear fuel and heavy water by DAE
to NPCIL

41. Introducing thisitem, the Joint Secretary (TRU-I1), CBEC, stated that the Cabinet Secretariat
had forwarded a letter of the Chairman, Atomic Energy Commission and Secretary, Department of
Atomic Energy (DAE), requesting to exempt levy of GST on lease of nuclear fuel and heavy water by
the DAE to NPCIL (Nuclear Power Corporation of IndiaLimited). He stated that the DAE had justified
the proposal for exemption on the ground that the DAE and the NPCIL were related persons as per the
definition of “related persons” in Explanation to Section 15 of the CGST Act, 2017 as one of them,
directly or indirectly, controlled the other. Therefore, supply of goods and services, even if made
without consideration, when made in the course or furtherance of the business, shall attract GST. He
further explained that the DAE, being a Government Department was not a tax payer under the GST
Act, and the NPCIL, being an assessee under the GST Act, would be required to pay GST on reverse
charge basis and file returns under GSTR-1, GSTR-2 and GSTR-3, and therefore, would capture
sensitive details regarding strategic materias used in unsafeguarded reactors, which was a matter of
concern to the DAE. He further stated that in the pre-GST regime, heavy water and nuclear fuel did
not attract Central Excise Duty vide Serid No. 94 of Tariff Notification No.12/2012-CE. He informed
that the Fitment Committee had discussed thisissue on 5 September, 2017 and recommended to exempt
from GST, supply of heavy water and nuclear fuel by the DAE to the NPCIL. The Council agreed to
this proposal.

42. For agenda item 8(iv), the Council approved to exempt from tax supply of heavy water and
nuclear fuels (falling in Chapter 28 of the Customs Tariff Act) by the Department of Atomic Energy to
the Nuclear Power Corporation of India Ltd.

Agenda item 8(v): GST on admission ticketsfor FIFA Under -17 Football World Cup-2017

43. Introducing this agenda item, the Joint Secretary (TRU-I1), CBEC, stated that the Ministry of
Y outh Affairs and Sports (MoY AS) had requested vide their letter dated 17 August, 2017 to exempt
admission tickets for FIFA Under-17 Football World Cup-2017 event from GST. He informed that
MoY AS had furnished the detail s of ticket price structure and had al so stated that the State Governments
of Assam, Goa, Kerala, Maharashtra West Bengal and NCT of Delhi, where the events would be held,
had given guarantee to exempt Entertainment Tax on sale of tickets by the All India Football
Association (AIFA), which isthe host Association. He stated that in view of this, it was obligatory on
the Government of Indiato provide exemption from GST. Heinformed that the i ssue was al so discussed
in the Fitment Committee and one view was that since 3/4™ of the tickets were covered by the existing
exemption from GST as they would be priced a Rs.250 or less, exemption was not warranted.
However, the Fitment Committee, in its meeting held on 5 September, 2017 recommended to exempt
admission to FIFA U-17 Football World Cup-2017 from GST. The Council agreed with the proposal.

44, For agenda item 8(v), the Council approved to exempt from tax, services by way of right to
admission to the events organised under FIFA U-17 World Cup 2017.

Agenda ltem 9: Any other agenda item with the permission of the Chairper son

(i) Discussion on GST Revenues
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45, The Hon'ble Minister from Kerala desired that the GST Council be briefed about position on
the GST revenues collected and the fund settlement done for the month of July, 2017. The Hon'ble
Chairperson requested the Secretary for a briefing on the GST revenues.

45.1. The Secretary stated that for the month of July, 2017, the last date for filing of return was 28
August, 2017. Asper datareceived from GSTN on 29 August, 2017 for taxes collected up to 28 August,
2017, theamount of collection was Rs. 15,033 croreas CGST, Rs. 22,962 crore as SGST and Rs. 48,070
crore as IGST out of which IGST collection on account of import, as per data received from Customs
up to 31 August, 2017 was Rs.21,377 crore. He added that for July 2017, the Compensation Cess
collected was Rs. 7,216 crore. He explained that IGST was an interim tax which is used to discharge
the tax liability of IGST, CGST and SGST and that the GSTN had given the cross-utilisation report of
IGST used for payment of CGST and SGST and vice versa. He informed that the Settlement Order for
IGST had beenissued. Out of Rs. 48,070 crore collected as IGST, the Central Government had got Rs.
3,297 crore as CGST and the States had got Rs. 7,504 crore as SGST. He stated that the total tax
collected by the Central Government as CGST up to 28 August, 2017 was Rs. 18,330 crore and that by
the States was Rs. 30,466 crore. He informed that some returns were randomly cross checked and the
programming logic for cross utilisation of IGST for CGST and SGST and vice versa was found to be
correct.

45.2. The Secretary further informed that based on the State revenue figures of taxes subsumed under
GST for 2015-16, as certified by the State Auditor Generals, and adding a growth rate of 14% per year
for each of the two years upto 2017-18, the total monthly revenue requirement of the States has been
calculated to be Rs. 42,973 crore for the year 2017-18. He informed that al States had recorded
collection of revenue less than the projected collection after taking into account the 14% growth rate.
He stated that for the month of August, 2017, as per GST revenues, there appeared to be a shortfall in
the revenue of the Statesto the tune of around Rs. 12,000 crore. He added that thisfigure did not include
figures from the State of Goa whose certified revenue figures for the year 2015-16 had not yet been
received and requested the Hon’ble Minister from Goa to send the same at the earliest. He observed
that the Compensation Cess already collected would partly take care of the short collection. He stated
that till 28 August 2017, compliance regarding return filing was only about 70% and if more people
filed the tax returns and discharged the tax liability, some more tax would accrue to the Government.
He informed that an additional Rs. 3,000 crore by way of CGST, SGST and IGST had aready been
collected between 28 August to 9 September 2017. He added that the States would also earn VAT
income for the month of August 2017 and the Department of Revenue was collecting the details from
the States. The Hon’ble Chairperson pointed out that tax from Composition taxpayers shall also come.
The Secretary stated that about 10 lakh persons had opted for the Composition scheme and the revenue
from them would also bridge the shortfall. He further explained that it was expected that IGST revenue
would build up in the first month because taxpayers who carried out the transaction of purchase in the
first month would take the credit but use it in the subsequent months when these goods are sold. He
stated that about 21 lakh new registered dealers (including those dealing in textiles) had come into the
tax fold during the month of July and August, 2017 and tax from them was also expected to come in
the next month.

45.3. The Secretary stated that the amount of Central Excise credit claimed in TRAN-1 for CGST
was Rs. 61,856 crore and for SGST was Rs. 4,002 crore. He stated that al the transitional credit might
not be used in the current month and it could be carried forward to the subsequent months. He added
that the Central Government was checking the correctness of the high quantum of CGST credit taken
in TRAN-1. The Hon'ble Chairperson stated that the revenue figure under IGST was creating anillusion
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of high tax collection. He observed that as per the State and Central Government’s Budget Estimate, in
order to break even, the revenue from July should have been about Rs. 91,000 crore. He observed that
presently, only about 73% -74% of returns had been filed and additional tax was expected from the late
return filers as also from the Composition Tax. He aso pointed out that the amount lying in IGST
account in the first month (July) might not be a perpetual problem as the credit would get used in the
coming months. The Hon'ble Minister from Kerala stated that against a projected revenue of Rs. 1,600
crore for his State till July 2017, the actual collection, taking into account the GST revenue, was Rs.
1,250 crore, leading to a shortfall of Rs. 350 crore. He further observed that that the amount lying in
balance in the IGST account could be distributed to the States on the basis of some criteria. The
Secretary stated that one reason for tax collection being low in August, 2017 was large scal e destocking
of goodsin June, 2017 by traders. He observed that the revenue of the States would have been buoyant
in the month of July, 2017.

45.4. The Hon'ble Minister from Jammu & Kashmir enquired whether no State had been able to
collect the revenue that was expected to be collected by them and whether every State would need
compensation. The Secretary stated that prima facie, it appeared to be the case but the final picture
would emerge after adding the VAT revenue. The Hon’ble Chairperson expressed that if the revenue
collection built up on account of tax payment by late return filers and on account of revenue from
composition tax payers, then compensation might not be required for some States. The Secretary
informed that the Settlement Order for IGST utilisation had been passed and sent to the States and the
States could calcul ate the revenue yield after taking into account the growth rate of 14%. The Hon'ble
Minigter from Kerala expressed that they would like to look at the calculation done for the IGST
settlement to understand why a certain percentage of the amount was kept unallocated. The Secretary
explained that IGST was an interim tax and there was no allocation except for the amounts utilised for
payment of CGST and SGST. The Hon'ble Minister from Kerala stated that his State needed to track
the use of IGST by big firms. The Hon'ble Minister from Assam stated that consuming States were
expected to get a larger share of IGST. The CEA stated that at this stage, because of severa one off
factors, it would not be advisable to make a definitive statement regarding which Stateswere losing and
which were gaining revenue. This could be done after 3-4 months after the System had settled down.
He further observed that all States should clearly understand how the IGST settlement was worked out.

455. The Hon'ble Minister from West Bengal stated that the liquidity of States was suffering and
they were required to borrow much more. He observed that the date for devolution of funds from the
Centre to the States had been extended from 1% to 15" of the month and the balance amount of IGST
was also being kept with the Centre. He suggested that in order to address the liquidity problem of the
States, the amount lying in balance under the IGST head needed to be used in some way. The Hon'ble
Minister from Telangana stated that his State suffered a shortfall of Rs.853 crore for the month of July,
2017 and needed support to bridge this shortfall. The ACS (Finance), Uttar Pradesh, observed that large
amount of money was locked under the IGST head and one reason for it could be that returns might not
have been filed in the exporting and the destination States. He suggested to carry out a quick analysis
of the tax payers who had sold the stocks but not filed their returns and the result of thisanaysis could
be shared with the States for further follow up action to make such defaultersfile their return. He aso
suggested to find out an ad hoc mechanism to distribute some part of IGST amongst the States to ease
their Ways and Means situation. The Hon’ble Minister from Rajasthan stated that part of the balance
of about Rs.37,000 crore under the IGST head should go to the Statesto addresstheir liquidity problem.
The Hon'ble Minister from Punjab suggested to use the Canada model to distribute the revenue under
the IGST head pro rata, on the basis of GDP of the States. He observed that his State had suffered a
shortfall of Rs.800 crore and a part of left over IGST should be shared with the States. The Hon'ble
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Minister from Jammu & Kashmir stated that for the first time in three years, there was areal liquidity
crisisin his State. He stated that overdraft facility of the Reserve Bank of India (RBI) was based on
multiples of cash balance and suggested that the IGST balance could be taken as collective cash balance
of all Statesfor higher overdraft facility from the RBI.

45.6. The Hon'ble Minister from Karnataka stated that IGST would be a revolving fund where part
of the money belonged to the Centre and part to the States. He stated that for the States’ share, the
balance IGST could be devolved to them in the same proportion as the ratio of devolution of IGST in
the previous 2-3 months. He observed that this would help ease the fund requirement of States. He
observed that the Centre had al so postponed the date of devolution of funds and keeping all thisin mind,
the revolving nature of IGST could be harnessed. The Hon'ble Chairperson stated that IGST was
someone else’s money lying in trust with the Government for use in the future payment of taxes and as
its custodian, the Government could not distribute it. He observed that as on 28 August, 2017, the net
negative revenue of States was Rs.12,522 crore (after taking into account the 14% growth rate for two
years) and from 28 August to 9 September, 2017, an additional revenue of Rs.3,000 crore had accrued,
and going by the pattern emerging so far, the SGST callection might be higher than that of CGST and
this would reduce the shortfall. He stated that the VAT revenue of the previous month would also
contribute to reducing the shortfall. He added that Rs.7,216 crore had already been collected as
Compensation Cess which, unlike IGST, was available for distribution to the States and expressed the
hope that the overall gap might not be very large. The Secretary stated that another mitigating factor for
the States was that compensation was to be paid on bi-monthly basis, and therefore, the States’ revenue
would be acombination of the revenue of July and August, 2017. He added that asthe revenue of July,
2017 was very buoyant, compensation requirement would be lesser.

45.7. The Hon’ble Deputy Chief Minister of Gujarat stated that in order to strengthen the faith of the
business people in GST, it was necessary to have robust mechanism for refunds, like export refund,
GST refund and the old VAT refund. The Hon'ble Minister from Telangana stated that revenue position
of the States should not become so bad that giving salary to officials also became a chalenge. The
Hon'ble Minister from Rajasthan suggested that Compensation Cess should be distributed on amonthly
basis. The Secretary stated that collection of taxes was not uniform every month as certain factors might
affect revenue collection in amonth. He stated that compensation would be calculated on the basis of
revenue collection of the States for the months of July and August, 2017. The Hon'ble Minister from
Keraa stated that the date of devolution should be changed from 15" to 1% of the month. The Hon'ble
Minister from West Bengal supported this suggestion. The Hon'ble Chairperson stated that this issue
would be looked into by the Expenditure Department of the Union Government.

45.8. TheHon'ble Chief Minister of Puducherry stated that most States were losing from the point of
view of revenue collection. He expressed concern regarding payment of salary to officials. He stated
that as States were not getting adequate revenue, the periodicity of compensation needed to be revisited.
He suggested that some money could be disbursed to the States on the basis of calculation of States so
that they did not face a situation of overdraft. The Hon'ble Minister from West Bengal stated that asthe
Hon'ble Chairperson was aso in charge of the Department of Expenditure, he could take a decision
regarding advancing the date for fund devolution. The Hon'ble Minister from Assam stated that such a
decision could not be taken at this stage and observed that the Hon'ble Chairperson had shown high
sengitivity towardsthe concern of the States. The Hon'ble Chairperson stated that the position regarding
tax collection including VAT would be worked out expeditiousy and compensation would be given
accordingly.
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459. The Principal Secretary (Finance), Odisha, stated that as IGST was released to States in
September, 2017, it would count as receipts for September, 2017. The Secretary stated that for
compensation, the payment was to be counted for August, 2017 only. The Hon'ble Chief Minister of
Puducherry stated that there was a higher revenue collection by Statesin July, 2017 due to the festival
season in the prior month. He stated that compensation should be decided on the basis of revenue for
July, 2017. The Secretary stated that the Compensation law provided that compensation would be paid
on the basis of actual revenue collected from the date of transition, and therefore, the revenue figure for
July and August, 2017 would need to be taken into account. The Hon'ble Chief Minister of Puducherry
stated that the spirit of the Compensation Act should be honoured and that they would not get any
compensation if tax buoyancy of the pre-GST period was also included for calculating the amount of
compensation. He expressed an apprehension that no State would get actual compensation if this
method was adopted. The Hon’ble Chairperson observed that the compensation date was given in the
law itself.

(i) Presentation by the Chief Economic Adviser, Government of India on ‘GST and Exports’

46. The Chief Economic Adviser (CEA) made a presentation on the topic ‘GST and Exports’. He
gave an overview to the Members on the economic background, embedded taxes on exportsin the post-
GST regime and the steps needed to make export competitive and to ensure robust growth in exports.
(Copy of the presentation is attached as Annexur e 4 to the Minutes.)

46.1. The CEA stated that while the GVA (Gross Vaue Addition) and GDP (Gross Domestic
Product) showed upward movement in the financial year 2015-16, these showed a decline from FY
2016-17 onwards. Non-oil export declined sharply inthe first quarter of thefiscal year 2017-18, imports
were picking up and the GDP had also been decelerating for the last six quarters. He stated that the
Central and the State Governments needed to do more to revive the owing economy and slowing
exports and the Council could also play arolein this. He stated that one of the urgent issues that came
up for discussion at the highest level in New Delhi was how to promote exports. He observed that one
way to promote exports was to provide subsidies for exports but these alwaysled to questions regarding
their WTO consistency. So, a better method to promote exports would be to look at how to eiminate
the burden of embedded taxes in exports, which would be a WTO consistent step and would aso make
the Indian exports more competitive internationally.

46.2. The CEA stated that under GST, though exports were zero rated, they were not zero taxed
mainly due to embedded taxes on account of factors like certain inputs, like Petroleum, Electricity and
Stamp Duty falling outside the scope of GST; duty inversion due to input taxes being higher than taxes
on value addition at final stage within GST as in textile and clothing sector; reverse charge especialy
in agriculture; and procedural changesunder GST like upfront payment of IGST onimported machinery
which used to be exempted from duty in the earlier tax regime under the EPCG scheme. He stated that
the residual embedded taxes varied between 1% -7% depending upon the value addition and the tax
structure. He observed that this was quite a hefty amount of embedded tax which made the Indian
exports uncompetitive. He observed that some taxes which were outside GST but were embedded in
exportswere refunded under the Duty Drawback Scheme but the scheme only covered the Central taxes
except for apparel and clothing where State level taxes were also being refunded by the Centre.
However, taxes embedded due to GST like duty inversion did not get any relief under the Duty
Drawback Scheme. He added that according to some calculation done by the industry, there was extra
1%-2% tax on exports due to duty inversion.
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46.3. The CEA suggested certain measures to make exports competitive and to ensure its robust
growth. In the short run, he suggested that the Central Government could provide immediate, though
temporary, relief via the duty drawback scheme, taking into consideration the embedded tax. He
suggested that the Council could & so take short term and medium-term steps to make exports more
competitive. In the short run, the Council could set up a Committee to estimate all embedded taxes both
inside and outside GST in all sectors and how the same could be relieved on all exports and how the
associated burden could be shared between the Centre and the States. In the medium run, the Council
should actively bring eectricity, energy, land and real estate into the GST, which would not only have
other benefits (like transparency, credit flow, better compliance), but would a so reduce embedded taxes
on exports. He also presented statistics of the embedded taxes in exports on account of taxes outside
GST and due to duty inversion, which, depending upon the val ue addition, ranged from 3.2% to 5.9%.

46.4. Members of the Council agreed that a Committee of the officers should be constituted by the
Hon’ble Chairperson which would examine the issues related to exports, specifically the taxes which
were embedded in exports and draw up a mechanism for refund of such taxes. The formal decision on
this agendaitem isrecorded in paragraph 15.2 supra.

(iii) _Presentation on Information Technology (I T)-readiness of GSTN for roll-out of GST

47. The Hon’ble Minister from Karnataka requested to allocate time for discussion on issues
related to GSTN. The Hon'ble Minister from West Bengal supported the suggestion and recalled that
he had earlier suggested to bring out a white paper on IT preparedness. He expressed that collective
thinking was needed to address IT related issues. The Hon’ble Chairperson agreed to the suggestion.
The Secretary invited Shri Prakash Kumar, Chief Executive Officer (CEO) of GSTN to make a
presentation. In his presentation, the CEO, GSTN highlighted the services made avail able on the GST
Portal, statistics of the Registration, Migration, Return filed, etc. as on 7 September, 2017 and
challenges faced and action taken thereon (copy of the presentation is attached as Annexure 5 of the
Minutes).

47.1. The CEO, GSTN, informed that for Registration, the following applications had been made
available on GST Portal for Registration: (i) Application for new registration for normal tax payers; (ii)
Application for new registration for Input Service Distributor; (iii) Application of enrolment for GSTP,
(iv) Application to opt for Composition Scheme; (v) Registration of casual tax payers; (vi) Application
for amendment of registration for non-core fields; (vii) Appeal to revoke registration applications. For
Payments, the following services had been made available on the GST Portal: (i) Online Payments
through Internet Banking and NEFT/ RTGS (with 25 Banks); (ii) Offline Payments-Over the Counter
(Authorised Banks); (iii) Creation and maintenance of Electronic Cash Ledger; (iv) Payment option for
migrated taxpayers who have not filed Part B of enrolment form. As regards Returns, the following
serviceswere available on the GST Portal: (i) Creation and saving of Outward Supplies Returnin Form
GSTR-1; (ii) Viewing of Invoices uploaded by Supplier in GSTR-2A by Buyer (but only 26 lakh
invoicesfiled so far); (iii) Offline Utility for GSTR-1 for upload of invoices; (iv) Creation, Saving, and
Filing of Return Form GSTR-3B; (v) Filing of Return Forms GSTR-1 and GSTR-2. As regards
Trangitional Forms, the following services were available on the GST Portal: (i) Tran Form 1 -
Trangitiona ITC/ Stock Statement; (i) Tran Form 3 - Credit distribution.

47.2. The CEO presented the gtatistics of new registration and migration status as on 7 September
2017 in respect of Centre and State Counts. He informed that 11,30,985 new registrations on Central
side and 10,26,960 on State side were approved, besides 61,50,760 fully migrated registrants. In respect
of status of filing of GSTR-3B, he stated that 45,09,561 returns had been filed as on 7 Sept, 2017 and
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presented the data regarding the frequency of said returns filed on daily basis. In respect of GSTR-1,
the CEO stated that 19,83,342 returns had been filed and further presented frequency of GSTR-1 filed
on daily basis. He elaborated that the peak time for filing GSTR-3B during a day was 11.00 am to
12.00 pm and 6.00 pm to 8.00 pm. He also stated that on the first day of GSTR-1 filing, 50,000 returns
had been filed. He informed that on 5 and 8 September, 2017, there was a problem in accessing GST
Portal because one Bank had filed large number of invoices in format different from that prescribed by
GSTN and many had wrong GSTIN, which led to the glitch. The CEO also gave details of date-wise
payment of tax in the month of August, 2017.

47.3. TheCEO gave abrief overview of some of the challenges faced by them in respect of each of
the modules like registration, payments, returns and transitional forms and action taken by them to
resolve them. He informed that the IT Committee of officers was meeting every week for 2-3 hoursto
discuss the challenges faced and to take remedial action. He informed that some of the problems faced
by the tax payers had aready been fixed and these included: (i) Tax payer’s registration application
stuck in various statuses like “pending for approval” etc.; (ii) A small percentage of taxpayers’ status
shown as “RC cancelled” after filing GSTR-3B and payment of tax; (iii) Non-editable and blank
profiles; (iv) Access denied even after putting correct login credentias; (v) Amount getting debited but
cash ledger not updated; (vi) Track Payment Status giving access denied in some cases; (vii) User filed
return but status shown as submitted for processing; (viii) Tax payer unableto offset liabilitiesin GSTR-
3B return; (ix) Offlinetool not allowing multipleratesfor singleinvoice; (x) Offline tool-JSON file not
being uploaded, showing error, but not exactly reporting the nature of error; (xi) Error occurred while
filing GSTR-3B (xii) System error when accessing Get Taxpayer Detail Page. The CEO, GSTN,
informed that some problems were being worked upon to resol ve them and these included: (a) Taxpayer
unable to file TRAN 1 due to incorrect information given in Registration application which he was
unable to amend subsequently; (b) Fee amount shown in Payment Section of GSTR-3B even if feeand
penalty iswaived; (c) Alert to be provided to the other authority when any ARN (Application Reference
Number) was approved; (d) Alert to be provided when Taxpayer did not respond to show cause notice
within seven days; (e) Transfer of charge where role/charge was to be given back to officer returning
from leave; (f) Capability to revoke role given by State/Centre administration; (g) Tax Officer unable
to view return data of taxpayers.

47.4. In respect of data sharing, the CEO stated that GSTR 3B data was already shared with
CBEC/Model-1 States and that arrangements were being made to enable Model -2 Statesto see the data,
as per their needs. Replying to a query whether Model -2 States could get the datathe way Model-1 did,
he clarified that Model-2 States could also put data provided they developed their APIs, as done by
Model-1 States. In respect of data of GSTR-1, he informed that GSTR 1 API was available in Prod
(production environment) from 1 September, 2017. He stated that reconciliation of payment data shared
in reports and those shared in email was being done with Karnataka State first, and its findings would
be shared with all States.

47.5. The CEO aso presented the future plan of releases as under: (i) Migrated taxpayers processing
- 8 September 2017; (ii) Filing of ISD Return - GSTR-6 and GSTR-6A - 11 September 2017,
Application of Amendment of Core fields - 13 September 2017; (iii) Processing of GSTP Application
- 13 September 2017; (iv) Suo-moto Registration with Payment functionality - 13 September 2017; (v)
Filing of Monthly Return GSTR- 3 - 15 September 2017; (vi) Filing of GSTR-1A -15 September 2017;
(vii) Processing of TDS/TCS - 22 September 2017; (viii) Registration and Processing of NRFT (non-
resident foreign taxpayer) - 22 September 2017; (ix) Opt out from Composition scheme - 22 September
2017; (x) Baance Registration features (Cancellation, revocation & processing of both) - 6 October
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2017; (xi) Creation and display of reports (Settlement, Mismatch) - 6 October 2017; (xii) Return filing
for Composition dealers (GSTR-4) - 6 October 2017; (xiii) Viewing of composition supplies (GSTR-
4A) - 6 October 2017; (xiv) Annua return filing (GSTR-9) - 01 December 2017; (xv) Annual return
filing for Composition (GSTR-9A) - 01 December 2017; (xvi) Submission of final return (GSTR-10) -
01 December 2017; (xvii) Filing of Statement of ITC, cash and tax liability due to transfer of business
GSTR -14 - 01 December 2017.

47.6. The CEO presented the future plan of releases of different modules as under: (i) SRS for
following modules signed-off and development in progress: (a) Transition and ITC; (b) Policy Admin;
(ii) SRS of following modulesin final stage of review and to be signed-off by end of coming week: (a)
Appedl; (b) Advance Ruling; (c) Recovery; (d) DCR (Demand and Collection Register); (€)
Enforcement; (f) Audit and Return Processing; (g) MIS Reports; (h) Assessment and Adjudication; (i)
Prosecution and Compounding.

47.7. The CEO informed that Banks were issuing one invoice for each transaction whereas the law
had given them the flexibility to issue one invoice in a month for a customer. He stated that if Banks
issue one invoice in a month, it would reduce the number of B2B invoices to be fed in the system
(GSTR-1) by the banks, which would help the supplier and buyer and would also reduce the load on
GST Portal. He aso informed that the possibility of staggering of invoice load and return filing needed
to belooked into. The Hon'ble Chairperson enquired whether large taxpayers could be mandated to file
returns during the night alone and the CEQO responded that this could be done, as invoice data could be
uploaded any time by a supplier.

47.8. The Hon'ble Minister from Karnataka stated that a major transition like GST would have
challenges as there was a fundamenta change in the method of tax administration from manual to
automated mode. However, the main issue was responsiveness to the problems faced and the pro-
activeness in solving them. He observed that lack of communication in this regard put the field level
officersin adifficult situation. He expressed the need for proper flow of information as to what were
the problems, what was being resolved and by what date. He observed that there should be better
communication in regard to all these issues. He emphasised that States should have equal access to
information and data on real time basis and they should be able to download information at each level
of adminigtration directly without asking for it from anyone. He proposed that a Group of Ministers
(GoM) should be set up to interface with GSTN and to provide areal -time resolution mechanismon IT
related issues.

47.9. The CEO, GSTN, informed that the State of Karnataka was a Model-1 State and the GSTN
only needed to provide it information on Registration, Return and Payment. He stated that they faced
some technical challenges in exchange of data on registration/return where al of them were not
transferred. The Hon'ble Minister from Karnataka observed that the technical problems should be
corrected at the earliest. The Hon'ble Minister from Kerala supported the proposal to create GoM. The
Hon’ble Deputy Chief Minister of Bihar congratulated GSTN for carrying out one of the world’s biggest
task and suggested that instead of GoM, there could be a group of officersto interface with GSTN. He
informed that taxpayers had reported slow rate of validation and generation of reports on GST Portal.
The taxpayers also had to open multiple windows and needed to refresh the page very frequently. He
also observed that all invoices were not getting imported into the offline utility tool and the missing
invoices were to be tracked and entered manually. He further informed that if the number of invoices
crossed 500 for ataxpayer, then modification of any incorrect entry could not be done online and the
taxpayer needed to download the whole data, find out the missing invoice, correct it offline and then
upload again. He added that Rule 87(4) of the GST Rules, 2017 provided that an unregistered person
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could also get atemporary identification number through the GST Portal for making any payment of
tax etc. and the same needed to be provided for. The CEO, GSTN, stated that the facility of creating
temporary ID had been made available but the challenge was that if one challan was created for
payment, a second challan could not be generated. He further stated that this limitation was being fixed.
He also clarified that the second version of the offline utility had a feature to automatically pinpoint the
missing invoices.

47.10. TheHon'ble Minister from Jammu & Kashmir stated that GSTN had been conveying that things
were aright but there were gapsin delivery. He observed that the work was already being done at the
officers’ level but there was a disconnect at the Council level. He suggested to form a GoM for GSTN
related issues. He aso observed that a sub-committee of Ministers might need to be formed for some
other areas of work too. He observed that there was afear of large scale shortfall in revenue which was
acollective issue of the Centre and the States and the GoM of 3-4 Ministers should be set up.

47.11. The Hon'ble Minister from Haryana expressed satisfaction on the progress of work by GSTN
so far. He stated that there was some anxiety and restlessness regarding what had not been done till
now. He observed that much more could be achieved with the help of the States and expressed the need
for active participation of Ministers and officers. He stated that States needed data available with the
GSTN and the CBEC in order to analyse migration of taxpayers not done, the number of cancellation
of registrations, etc. He also emphasised the need to increase the level of co-ordination between the
officers of the Centre and the States. He stated that in order not to miss the bus, these steps must be
taken in the next month and a half.

47.12. The Secretary observed that the sense of the House was anxiety on IT related issues. The
taxpayers were aso finding the IT situation to be difficult and it was taking almost two hours to file a
return. He stated that firstly one should admit that there was a problem and then give a deadline to fix
the problem to make the IT system work seamlessly. He stated that there was a need to complete the
first cycle of GSTR-1, GSTR-2 and GSTR-3 but keeping in view the experience gained in July, 2017,
a longer time frame could be given for the same. He informed that the issue regarding extension of
dates for different Returns was discussed during the officers’ meeting held on 8 September 2017, and
the following had been agreed upon: (i) To permit filing GSTR-3B for supplies for the months of
August, 2017 to December, 2017; (ii) To extend the date for filing GSTR-1 for the month of July,
2017,which was expiring on 10 September, 2017 (as only 20 lakh returns had been filed so far) to 10
October, 2017 but the last date for filing GSTR-1 for taxpayers with turnover of more than Rs.100 crore
shall be 3 Octaber, 2017 (to give smaller taxpayers more timeto file GSTR-1 without creating a System
overload); (iii) To give another 20 days for filing GSTR-2 in order to alow filling up the missing
invoices auto-populated from GSTR-1 of the supplier and to accordingly extend time for filing GSTR-
2 for the month of July, 2017 from 25 September, 2017 to 31 October, 2017; (iv) To extend the date for
filing GSTR-3 for the month of July, 2017 from 30 September, 2017 to 10 November, 2017; (v) There
shall be no extension of thelast date for filing GSTR-4 for Composition taxpayers (18 October, 2017),
but the feature regarding auto-population of inward suppliesin GSTR-4A and Table 4 of GSTR-4 shall
be deactivated; (vi) To revise the due date for filing GSTR-6 (Return for Input Service Distributor) for
the month of July, 2017 from 8 September, 2017 to 13 October, 2017; (vii) The dates for filing of
GSTR-1, GSTR-2, GSTR-3 and GSTR-6 for the months of August, 2017 onwards would be decided
afterwards on seeing the results.

47.13. The Hon'ble Ministers from Kerala and Punjab supported the proposal for extension of the
dates for various returns. The Hon’ble Deputy Chief Minister of Gujarat enquired regarding the reasons
for delays in developing software by the GSTN. The CEO, GSTN, responded that GST Rules and
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Forms were finalised at alate stage and a fixed time was required thereafter for devel oping and testing
the software. The Hon'ble Minister from Kerala supported the proposed revised deadline for returns
and stated that a lenient view should be taken not only on penalty but also for interest payment as the
delaysin filing returns was due to the software problems. He also supported the proposal of other States
to set up a GoM for GSTN related issues. The Hon'ble Minister from West Bengal also supported the
proposal for creation of a GoM and for extending the deadline for filing various returns. He aso
suggested to have a core group of officers of States to directly interact with GSTN as the officers of
States were not able to work to their full capacity due to absence of data.

47.14. TheHon'ble Minister from Madhya Pradesh suggested that to ameliorate the compliance burden
on small taxpayers, return filing could be made quarterly for taxpayers with annual turnover below
Rs.1.5 crore. The Secretary observed that this would require change in law. He expressed that this
proposal could be explored for taxpayers making only B2C (Business to Consumer) supplies and that
the Law Committee could examineit.

47.15. The Hon'ble Chairperson stated that the Council could agree to the suggestion for the new
timelines for filing the returns suggested by the Secretary (in paragraph 47.12). He also suggested to
constitute a small Group of Ministers consisting of 4-5 Ministers to monitor and resolve the IT
challenges faced in implementation of GST. He also expressed that everyone had equa interest in
revenue, and therefore, there should be an arrangement for unhindered flow of information.

48. In view of the above discussion, the Council approved the following: -
48.1. To permit filing GSTR-3B for supplies for the months of August, 2017 to December, 2017;

48.2. To extend the date for filing GSTR-1 for the month of July, 2017 from 10 September, 2017 to
10 October, 2017 but the last date for filing GSTR-1 for taxpayers with turnover of more than Rs.100
crore shall be 3 October, 2017,

48.3. Toextendtimefor filing GSTR-2 for the month of July, 2017 to 31 October, 2017;
48.4. To extend the date for filing GSTR-3 for the month of July, 2017 to 10 November, 2017;

48.5. No extension of last date for filing GSTR-4 for Composition taxpayers (18 October, 2017) but
the feature in GSTR-4A and Table 4 in GSTR-4 regarding auto-population of inward supplies shall be
deactivated;

48.6. To extend the due date for filing GSTR-6 (Return for Input Service Distributor) to 13 October,
2017;

48.7. Toconstitute asmall Group of Ministers consisting of 4-5 Ministersto monitor and resolve the
IT challenges faced in implementation of GST. The Hon’ble Chairperson shall decide the composition
of this Group.

(iv) Speechescirculated during the M eeting

49.1. The Hon'ble Minister from Tamil Nadu circulated a written speech. In the speech, it was
mentioned that the State of Tamil Nadu broadly agreed with the recommendations of the Law
Committee on the issues being brought up in this meeting. He also urged that the Standing Committee,
Screening Committee and National Anti-profiteering Authority should be duly represented by the State
and qualifications of Membersto the Authority should be so fixed that such representation was possible.
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He also highlighted that as regards the outstanding agenda items from the previous Council meeting,
the Fitment Committee had not considered many genuine demands which he had reiterated in hiswritten
speech during the last meeting of the Council and he reiterated the same during this Meeting of the
Council.

49.2. The Hon'ble Minister from Keraa circulated a written speech. He suggested that the rate of
Composition levy applicable to restaurants should be reduced to 2% asin the case of manufacturers. He
stated that the clarification issued by the Chief Commissioner of Central Tax, Thiruvanathapuram Zone
regarding house boat functioning as atour operator should beissued as an advisory of GST Council for
information. He also suggested to exempt from tax dry fish, aids and implements used by differentially
abled persons, plastic scrap, and IGST on gifts sent by expatriates. He suggested to modify the scope
of ‘puja samagri’ and ‘hawan samagri’ to dso include vibhuti, rosaries, prayer beads, venthingas and
kasuroopam (not made of gold) and robes for holy mass so that they also became exempt from tax. He
also suggested to reduce tax on boards made from rubber wood waste from 28% to 12% and on
ayurvedic medicines from 12% to 5%. He suggested that GSTN should make its System open source
compatible.

49.3. The Hon’ble Chief Minister of Nagaland circulated a written speech. He highlighted some
issues and challenges faced by the State of Nagaland in the process of implementation of GST relating
to migration, new registrations, filing of returns, interest and related penalties and varying rates of tax
onlotteries. He also suggested to share comparative tax incidence on goods and services pre-GST, vis-
a-vis GST rates. He also suggested greater sensitisation and publicity to explain the reasons and
advantages as to why exempted goods and services under the earlier VAT regime had been brought
under GST. Hefurther suggested some measuresto protect small traders like the GSTN portal alowing
them to shift from anormal dealer to the composition scheme.

49.4. The Government of Telanganacirculated abooklet on GST implications on Government Works
contract in which it highlighted the options available for taxation of Government works contract and
gave dataregarding additional burden of tax for the Government if the rate of tax was kept at 12% and
work sheet regarding total value of work of some projects of the State

Agenda ltem 10: Date of the next meeting of the GST Council.

50. After discussion, the Council agreed that the next meeting of the Council would be held in
New Delhi on 24 October, 2017.

51. The Meeting ended with avote of thanks to the Chair.

Page 50 of 227



Annexure l

List of Ministerswho attended the 21% GST Council M eeting on 9" September 2017

S 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 Puducherry Shri V. Narayanasamy Chief Minister

4 Bihar Shri Sushil Kumar Modi Deputy Chief Minister

5 Guijarat Shri Nitinbhai Patel Deputy Chief Minister

6 Andhra Pradesh Shri Y anamala RamaK rishnudu Minister -Finance, Planning,
Commercia Taxes & Legidative
Affairs

7 Assam Dr Himanta Biswa Sarma Hon'ble Finance Minister

8 Chhattisgarh Shri Amar Agrawal Minister - Commercia Taxes

9 Goa Shri Mauvin Godinho Minister - Panchayat

10 Haryana Captain Abhimanyu Minister - Excise and Taxation

11 Jammu & Kashmir | Dr. Haseeb Drabu Finance Minister

12 Karnataka Shri Krishna Byre Gowda Minister - Agriculture

13 Kerala Dr. Thomas Issac Finance Minister

14 Maharashtra Shri Sudhir Mungantiwar Finance Minister

15 Madhya Pradesh Shri Jayant Malaiya Finance Minister

16 Meghalaya Shri Zenith Sangma Minister - Taxation

17 Odisha Shri Shashi Bhusan Behera Minister - Finance & Excise

18 Punjab Shri Manpreet Singh Badal Finance Minister, Punjab

19 Rajasthan Shri Rgjpa Singh Shekhawat Minister - Industries

20 Tamil Nadu Shri D Jayakumar Minister — Fisheries, Personnel &
Administrative Reforms

21 Telangana Shri Etela Rgjender Finance Minister

22 Uttar Pradesh Shri Rgjesh Agrawal Finance Minister

23 West Bengal Dr. Amit Mitra Finance Minister
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Annexure—2

List of Officials who attended the 21% GST Council M eeting on 9" September 2017

SNo State/Centre Name of the Officer Charge
1 | Govt. of India Dr. Hasmukh Adhia Revenue Secretary
2 | Govt. of India Dr. Arvind Subramanian Chief Economic Adviser
3 | Govt. of India Shri Mahender Singh Member (GST), CBEC
4 | Govt. of India Shri RK. Mahgjan Member (Budget), CBEC
5 | Govt. of India Shri B N Sharma ARINET:) SEEEER (RS )
Revenue)
Govt. of India Shri P.K. Jain DG, DG-GST, CBEC
7 | Govt. of India Shri Sandeep M. Bhatnagar | DG, DG-Safeguards, CBEC
8 | Govt. of India Shri P.K. Mohanty Advisor (GST), CBEC
9 | Gowt. of India Shri Alok Shukla Joint Secretary (TRU), Dept of
Revenue
10 | Govt. of India Shri Upender Gupta Commissioner (GST), CBEC
11 | Govt. of India Shri Udai Singh Kumawat Joint Secretary, Dept of Revenue
12 | Govt. of India Shri Amitabh Kumar Joint Secretary (TRU), Dept of
Revenue
13 | Govt. of India Shri G.D. Lohani Commissioner, CBEC
14 | Govt. of India Shri D.S.Malik ADG, Press, Ministry of Finance
15 | Govt. of India Ms. Sheyphali B. Sharan ADG, Press, Ministry of Finance
16 | Govt. of India Shri SK. Rai Director (UT), Ministry of Home
Affairs
17 | Govt. of India Shri G.G. Pai Director, TRU
18 | Govt. of India Shri Reyaz Ahmed Director, TRU
19 | Govt. of India Ms. Aarti Saxena Deputy Secretary, Dept of Revenue
20 | Govt. of India Shri Pramod Kumar Deputy Secretary, TRU-II
21 | Govt. of India Shri Pramod Kumar Sharma | OSD, TRU-I1
22 | Govt. of India Shri Paras Sankhla OSD to FM
23 | Govt. of India Shri Mahesh Tiwari PSto MoS
24 | Govt. of India Shri Geelani Basha K.S.M Technica Officer, TRU-I
25 | Govt. of India Shri Siddharth Jain Assistant Commissioner, GST Policy
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Assistant Commissioner, GST Palicy

26 | Govt. of India Shri Satvik Dev Wing

27 | GST Council Shri Arun Goyal Additional Secretary

28 | GST Council Shri Shashank Priya Joint Secretary

29 | GST Council Shri Dheergj Rastogi Joint Secretary

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

31 | GST Council Shri Rakesh Agarwal Asst.Commissioner

32 | GST Council Shri Kaushik TG Assistant Commissioner

33 | GST Council Shri Rahul Raja Assistant Commi ssioner

34 | GST Council Shri Mahesh Kumar Assistant Commissioner

35 | GST Council Shri Mukesh Gaur Superintendent

36 | GST Council Shri Anis Alam Inspector

37 | GSTN Shri Prakash Kumar CEO

38 | GSTN Shri Vashishta Chaudhary SVP(Services)

39 | GSTN Shri Jagmal Singh VP (Services)

40 Apdaman & Shri Mahesh Kumar Gupta | Joint Commissioner, GST/ ADM
Nicobar

41 | Andhra Pradesh Shri J.Syamala Rao Commissioner (Commercial Taxes)

42 | Andhra Pradesh Shri T.Ramesh Babu Additional Commissioner (CT)

43 | Andhra Pradesh Shri D.Venkateswara Rao OSD to Specia CS, Revenue

44 | Arunachal Pradesh | Shri Anirudh S Singh Special Secretary (Tax & EXcise)

45

Arunachal Pradesh

Shri Tapas Dutta

Asst. Commissioner (Nodal Officer
GST)

46 | Assam Shri Anurag Goel CCT, Assam

47 | Assam Shri Shakeel Saadullah DCCT Assam & i/c GST Cdll
48 | Bihar Ms. Sujata Chaturvedi Principal Secretary (CT)

49 | Bihar Shri Arun Kumar Mishra Addl. Secretary (CT)

50 | Chandigarh Shri Parimal Rai Advisor to Administrator
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51 | Chandigarh Shri Sanjeev Madaan ETO

52 | Chhattisgarh Shri Amitabh Jain Principal Secretary (Finance)

53 | Chhattisgarh Ms. Sangeetha P Commissioner, Commercial Taxes

54 3::: & Nogar Shri Gaurav Singh Rgjawat | Commissioner (GST/VAT)

55 | Daman & Diu Smt Charmi Parekh Deputy Commissioner

56 | Delhi Shri H. Rajesh Prasad Commissioner (State Tax)

57 | Dehi Shri Anand Kumar Tiwari Additional Commissioner (GST)

58 | Goa Shri Dipak M .Bandekar Commissioner, Commercial Taxes

59 | Gujarat Dr. P.D. Vaghela Commissioner, Commercial Taxes

60 | Gujarat Shri Sanjeev Kumar Secretary (Economic Affairs)

61 | Haryana Shri Sanjeev Kaushal Additional Chief Secretary

62 | Haryana Ms. AshimaBrar Commissioner (Excise & Taxation)

63 | Haryana Shri Rgjeev Chaudhary Dy. Exqsg and Taxation
Commissioner

64 | Himachal Pradesh | Dr. Shrikant Baldi Addl. Chief Secretary (Finance)

65 | Himachal Pradesh | Shri R. Selvam Excise & Taxation Commissioner

66 | Himachal Pradesh | Shri Sanjay Bhardwai Addl. Excise and Taxation
Commissioner

67 | Himachal Pradesh | Shri Rakesh Sharma Dy. Excise and Taxation
Commissioner

68 | Jammu & Kashmir | Shri PK Bhat Addl CCT, Tax Planning

69 | Jharkhand Shri. K.K. Khandelwal Principal Secretary

70 | Jharkhand Shri Sanjay Kumar Prasad Joint Commissioner

71 | Karnataka Shri Ritvik Pandey Commissioner (Commercial Taxes)
72 | Karnataka Shri M.S. Srikar OSD

73 | Kerda Dr. Rgjan Khobragade Commissioner (State Tax)

74 | Kerda Shri D.Balamurali Joint Commissioner (State Tax)
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Shri Manoj Kumar

Principal Secretary (Commercial

75 | Madhya Pradesn Shrivastava Taxes)

76 | Madhya Pradesh Zh:g:f aghawendra K umar Commissioner of Commercial Taxes
77 | Madhya Pradesh Shri Sudip Gupta Joint Commissioner

78 | Maharashtra Shri Rgjiv Jalota Commissioner (GST)

79 | Maharashtra Shri Dhananjay Akhade Joint Commissioner(GST)

80 | Manipur Shri Hrisheekesh Modak Commissioner (Commercial Taxes)
81 | Meghaaya Shri L. Khongsit Deputy Commissioner

82 | Mizoram Shri Vanla chhuanga Commissioner & Secretary

83 | Mizoram Shri Hrangthanmawia Asst. Comm of State Taxes

84 | Nagaland Shri Y.Mhathung Murry Commissioner of Taxes

85 | Nagaland Shri Wochamo Odyuo Additional Commissioner

86 | Odisha Shri Tuhin Kanta Pandey Principal Secretary (Finance)

87 | Odisha Shri Saswat Mishra Commissioner (Commercial Taxes)
88 | Odisha Shri Sahadev Sahoo i‘i;‘gommisgoner (Commercial
89 | Puducherry Dr. V. Candavelou 1S'ZCX r)etary (i et Gl L
90 | Puducherry Shri G. Srinivas Commissioner, Commercia Taxes
91 | Punjab Shri V K Garg Advisor (Finance)

92 | Punjab Shri Anurag Agarwal FCT

93 | Punjab V P Singh ETC

94 | Punjab Shri Pawan Garg DETC

95 | Rgjasthan Shri Praveen Gupta Secretary (Finance)

96 | Rgjasthan Shri Alok Gupta Commissioner, Commercial Taxes
97 | Sikkim Shri Manoj Rai Joint Commissioner

98 | Tamil Nadu Shri SK. Prabhakar Principal Secretary (FAC)

99 | Tamil Nadu Shri M A Siddique Commissioner, Commercial Taxes
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100 | Tamil Nadu Shri K. Gnanasekaram Additional Commissioner

101 | Telangana Shri Somesh Kumar Principal Secretary

102 | Telangana Shri Ramakrishna Rao Principal Secretary (Finance)

103 | Telangana Shri Anil Kumar Commissioner, Commercial Taxes

104 | Telangana Shri Laxminarayn Jannu Additional Commissioner

105 | Tripura Dr. Brahmneet Kaur Chief Commissioner (State Tax)

106 | Uttar Pradesh Shri R.K. Tiwari Additional Chief Secretary

107 | Uttar Pradesh Shri Mukesh Kumer Commissioner (Commercia Tax)
Meshram

108 | Uttar Pradesh Shri Mukti Nath Verma Joint Secretary

109 | Uttar Pradesh Shri Vivek Kumar Additional Commissioner (GST)

110 | Uttarakhand Shri Vipin Chand égﬂ:;?;' aIC?;‘XrZSSi oner,

111 | Uttarakhand Shri Yashpal Singh Deputy Commissioner

112 | West Bengal Shri H K Dwivedi Principal Secretary (Finance)

113 | West Bengal Ms. Smaraki Mahapatra Commissioner, Commercial Taxes

114 | West Bengd Shri Khalid A Anwar Senior Joint Commissioner
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Annexure—3

Presentation on Decisons made by GIC & Recommendations of L aw Committee

Presentation

for the 215 GST
Council

L]

Agenda il L

1 Decisions made by GIC

4 Agenda notes for approval of G5T Council Meeting
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Fm
Decisions in GIC Meeting on 16" August 2017 (1/3) R (i

e

« Amendment to Rule 3{4): Extending the time limit to furnish
the details of stock held by migrating taxpayer from sixty to
ninety days

= Amendment to Rule 17{2): Amending the rule for assigning of
UM on the recommendation of the ME&A

« Amendment to Rule 40(1){b): Extension of the time limit for
furnishing the details by a newly registered taxable person for
claiming credit of eligible ITC on the stock available

« Insertion of Rule 444: For restricting the CENVAT credit of CVD
availed at the time of importation of gald dore bar, on the stock
of gold dore bar held on 01/07/2017 or contained in gold or
gold jewellery held in stock on 01/07/2017 made out of such
imported gold dore bar

W

Decisions in GIC Meeting on 16*" August 2017 (2/3) e [

=

« Amendment of Rule 61(5): To provide that the Commissioner
may specify the manner and conditions subject to which the
return shall be furmished in FORM G5TR-3B

« Amendment of Rule B7(2) and B7(3): Allowing OIDAR service
providers to deposit amount in electronic cash ledger through
the EASIEST and SWIFT mode of payment

« Amendment of Rule 103; Prowviding for the Gowvernment to
appoint an officer not below the rank of loint Commissioner as
member of the Authority for Advance Ruling

« Amendment of FORM G5T REG-01: Adding serial no.16 in the
instructions of the said FORM to enable Government
departments to not furnish Bank Account details
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#.wrm
Decisions in GIC Meeting on 16" August 2017 (3/3) R [

e

* Amendment of FORM GST REG-13: Making PAN non-mandatory
for UN erganizations / Diplomatic Missions etc.
* Minor amendments in TRAN 1 form
« Notification No. 22/2017-CT dated 17.08.2017 issued
« Conditions for filing FORM GSTR- 3B : Due to Non-availability of
TRAMN 1 form from GSTM:
« For Mon-TRAN 1 cases - Date of tax payment and filing of
return was 20" August
« For TRAN-1 cases - TRAN 1 to be filed between 215 — 28
August and FORM GSTR- 3B to be filed by 287 August but
tax payment was to be made by 20" August

« Motification Mo, 23/2017-CT dated 17.08.2017 issued

LLal
Decisions in GIC Meeting on 19*" and 25" August 2017 =

=

« GIC dated 19.08.2017
= Extension of filing of FORM GSTR- 3B & date of payment
from 20" August to 25 August 2017
= Naotification No, 24/17-CT dated 21.08.2017 iszued
s GIC dated 25.08.2017
= Simplification of FORM GST ENR-01 to reduce from 14 heads
to 9 heads & requirement of obtaining some details was
omitted
« Amendment in FORM GST TRAN - 02 : Minor corrections
= Maotification Mo, 27/17-CT dated 30.08.2017 |ssued
« Approval of Circular No. 5/5/2017 dated 11.08.2017 -
Clarification on Bonds / LUTs for exporters
« Minor amendment in SGST Rules in Rule 117, 119 of SG5T
Rules
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Decisions in GIC Meeting on 31" Augustand 1" Sept 2017 “ﬁu’fhn

-

« Approval of Circular for clarifying the system-based
reconciliation of information furnished in FORM G5TR- 1 and

FORM GS5TR-2 with the return furnished in FORM G5TR-3B
o Circular No., 77/2017-CT dated 01.09.2017 issued
* Division of Assessee Principles ;

Assesin in @arlier Law Turmover o b fakan for division

For anly VAT registrations Total turmover under YAT
For asseases Bath under VAT & Certral Excise  Total furmover under VAT

Foronly Central Excie [and not VAT Total ftumowver under Central Excise
Servide tax registrathon in one State anly Total furnower under Service Ta
Cerralized Regidration under Serice Tax Toital All India Turmouet urders Serincs
Tal
Bath under VAT and Servics Tax Total of Hon-Overlapping turnower
Decisions in GIC Meeting on 4* Sept 2017 '-#Jﬂ....

=

« Extension of time limit for furnishing details in FORM GSTR-1,
FORM GS5TR-2 and the return in FROM G5TRE-3 for the months of

luly and August, 2017
= Motification Mo, 29/2017-CT dated 05.09.2017 issued

Tuly, 2517 Current | Propased
GSTR-1 1—5" September, 2007 Upta 107 Saptember, 717
GHETT-2 =1 September 2017 11 =25 Sapternber, 2017
GSTR-3 11—15" Spptember, 2007 Upto 30" Soptember, 3017

Aupust, 2017

16—20" September, 2017 Upto 5 Octobes, 2017
21—25" September, 2017 §—10° Dctober, 2007
630" September, 2017 Upte 15™ Octaber, 2017
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Category of Person not eligible for refund {Provisional) --m,

e

» Notification with respect to Section 54 (8) of Central Goods &
Services Act, Z017- For exporters who will not be eligible for
provisional refund [90% / 7 days)

* Person not registered under G5T or existing law for at least
six manths — To exclude fly by night exparters

= Persons who have not furnished three consecutive returns
before date of filing of application of refund — Persons only
filing valid returns to be included

LLal
Extending date of Composition Scheme [

=

= Composition scheme for migrated taxpayer cosed on 18™
August, 2017

« Many people could not register / avail such scheme

* Proposal to extend date for opting for composition scheme by
migrant taxpayers till 30" September, 2017 - Rule 1{1A)
proposed to be introduced & minor change in Rule 3(5)

» Those who avail in the new deadline will avail composition
benefits from 1% October, 2017

« Once scheme is availed in CGST it is automatically available
in other Acts = 5G5T f UTGST and vice versa
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Exemption to supply of Handicraft Goods between two o
states

s |ssue raised by lammu & Kashmir

= Small artisans/traders of another State selling handicraft goods
in a 5tate may be exempted from the reguirement of
registration
= Limit of 10 lacs (Rs 5 lacs In special category States) per maonth
and upto 20 lacs (Rs 10 lacs in special category States) a year —
Proposal:
= Exemption from registration in terms of section 24() even if
making inter-state supplies = Motification to be izssued wnder
section 23(2)
=  Exemption from registration in terms of section 24{ii) far casual

taxable person - Naotification to be issued under section 23{2}

»« PAN and E-way bill to be mandatory & limit of Rs. 50,000/- also
not availabla

Exemption from Registration for Job Worker making inter- e
State supply of job work services

=

» Job worker liable to take mandatory registration for inter-State
supply of services

« Trade had requested that smaller job workers (turnover less
than Rs 20 |acs) be exempted from such mandatory registration

= Proposal to exempt from registration under clause (i) of Section
24 subject to the conditian:

» No exemption if turnover more than Rs. 20 lacs (liable to be
registered u/fs 22) and valuntary registration u/fs 25(3)

=  E-way bill to be mandatory and limit of Rs. 50,000/~ also not
available
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Operationalizing Tax Deduction at Source T

e

« Section 51 proposed to be notifled wef 18.09.2017 to enable
registration of tax deductors

» Actual deduction of TDS to start at a date as may be notified
later

= Persons liable for TDS - specified u/s 51{a), {b) & notified under
{d}
» Category of person proposed to be notified w/s 51(1)(d):

o) an authorty or o boord or any ofher body, 52t up by an Act of Porlioment
or a Stafe Legisioture: or estobished by ony Gevernment, with fifiy-one
per cent. or mone parbicipation by way af equity or controd, fo cormy owt
any function;

o) Lociety estoblished by the Centrol or Sote Government or o Local
Authonity under the Societies Reglstrabion Act, 1960,

¢ public sector undertakings;

Committees for Operationalizing Anti-Profiteering law -'EJ“..%.,T

=

« Standing committee with four members (two from the State of
Haryana, Delhi and two from CBEC) to be notified shortly

» |nformation about constitution of State level Screening
Committees awaited from States

« Amendment in Rules 124{3): Technical member to get same
salary as salary and allowances, as admissible to him in an
eguivalent Group W post in GOL In case of retired officer, his
salary could be fixed as the last pay drawn as reduced by
pEnsion

« Amendment to Rules 124(4) & (5): Mechanism to review the
performance of NAA by the Council and also remowval of
Chairman [ Technical Members on recommendations of the
Council

+ Amendment to Rule 127: Authority to submit gquarterly
performance report to Council
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Lral

Filing of FORM G5T-TRAN-1 e [t

e

= Proposal to allow filing of Revised TRAN 1 once within a period
of three months =Proposal to insert Rule 117(24)
« Amendment in FORM G5T TRAN-1
» Heading of Table 5(a) to include credit flowing from section
140(9) — No provision was available for allowing this credit
earlier —This issue is related to CGST credit only
« Heading of Table 7(a) to allow flow of credit available
through Credit Transfer Document (CTD) — This issue is
related to CG5T credit only

Lral

Other Minor Changes il ey

&

* Typographic error : In FORM G5TR-4, in table &, the entry at
8B(2) reads as "Intra-State Supplies (Rate Wise)®, whereas it
should read as "Inter-5tate Supplies (Rate Wise)" since the entry
at BB(1] already captures the Intra-State Supplies details

* |psertion in FORM G5T EWEB-01 to read as—

"The details of bill of entry sholl be entered in ploce of invoice
where the consignment pertains bo anmpart™
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Annexure—4

GST and Exports

GST and Exports

ST Coawmecl :‘-.!n'.-uring, “'_.'n.h:-r.ll:q:u!
sepremiber ¥, 2017

Arvind Subsamanain

Chief Foonomic Adsiser

LF 3 T I T L3t Aorviid Butinamidiilan, CEA Wedmeaday, BY seppemlicn JN7T

Outline
. Bﬂf:kgruund
* Taxes on CXpOrts n puﬁt-GET n:gimi:

* What GST Council needs to do?

Lo Arvimd Subrmtanien, CEA ‘Wednesday, 1V bepoembser 2017
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Slowing Economy, Slowing Exports

e — VA — P Ligrerh sn Bt ansd Isapoeis [, SMB1A)

O Q1 QloQd QioQl oQlogd Q1 g% Qn gl
A1 JAE1h Ang-1 a1

Promoting Exports

* Providing subsidies: But WT'O inconsistency?

* Eliminating burden of embedded taxes in exports: WTO
consistent

Ll

Lhi. Miwind Subieerianben, CEA
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Exports are zero-rated but are they Zero-

Taxed?

* But taxes ger embedded because of:
* Certain inputs, like Petroleum and Electricity, fall ourside GST

* Duty Inversion —because input taxes are higher than taxes on
value addition at final stage —within GST
= Reverse charges especially involving agriculture

" _IJrnc:;durﬂ] changes um!;r GET like pavment of IE}S']_'_ ol
1 wrted machinery which used to be riul}- ﬁxﬁ:ﬂprﬁ"d irt il
tepime under EPCG scheme

* How much: Depends on value addition and tax structure but
could vary berween 1 percent-7 percent

Relief: Duty Drawback Scheme

* Refund some of the taxes which are out of GST but
embedded in exports but scheme covers only cenrer’s raxes

* Tax embedded because GST like, duty inversion, is not part
of Dury Drawback Scheme

* Difference of np'minn between Government and lndus'rr];
over embedded taxes

Ll

i il Sul e rian b, LA
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Taxation of Exports Under GST

Clothing (spparel and made-up)

Crihgr Sectors

Calsmory Imepct Rifiwe Mleszipes Imgaci Hifirnd Al eceaimes
Chatside ST
Ceatrr Pebrodeorn Embedded Droty Drea beack Embedded ety D hack
Jdak Petmobmm Erzlredded nider sl Embadied %o pebiimd
S Electoety (saump dut? Eashedded nicder Sl Enchedded Mo pefuml

Within G T fiax)
Diyey [mrersion
Fevpre  banms !:F iUy

| ."I::'\-!.I. d w0 :l\.:-. md

Enaledded o el

Fre I.\,II | Mo peguml

Wethin GST [procedun:)

EPCG Eweme

Lploanl Mavmiensl

of LGET by Nia poked

i
W Eg cApiE

L piranr Pavmiend
al [GET ineridsiny Mo ekt
(|

Things to be done to make export competitive
and to ensure robust growth in exports

* Immediate

¥ Central government may provide immediate (temporary)
reliet via the dury drawback scheme

i il Sul e rian b, LA

Ll
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What GST Council Should Dor?

* Short Run

¢ GST councl should set up a committee 10 cxamine how all embedded rases can be

refieved on ALL exprors

¥ Moow the assocmared burden should be shared berween the Cenrer and the Seares.

* Medium-Run

¥ Shoaikd actively bring electricity, energy, and land and real eseate into the GST.

" This will not only have odther benefits {mansparency, credie flom;, betrer compliance),
it will alen reduce embedded taxes on EXports

Eimbedded Taxes in Export on account of

Duty Inversion

Walwe Adelirnn of 1.5%

Valae Addinon of 26X

Valoe Addiion of 3%

Pretmpooe Tax [Premzpoee Tix [Peozpoe  Tix

[npiats wothun GST (18 LELLLT] THOGOL 100000 [HHEH  [IENHE THIEA]
Trpats oursede GST (500 i il fl
Toml Inpurs LN BLLGT N LLLLLY R LLT LY LILLE
Vehie Addaoon ar Foal Srape G 2B0000 G LEELY
Toral vahe of putpor (3% 250000 12500]  SR0000 [RHEH KN JHKN
Doty Trreerann ERIL] il =200

Yo af Funad | ondhe R il A4
Total Embedded Tax m Exports 5500 i 1

¥ af Final Valpe A LT i
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Embedded Taxes in Export on account of
Taxes Outside GST

| Vikee Addition of 13X | Valne Addition of 26X | Valoe Addtion of 3X
Pretazpnee Tax  [Pretxpoee T [Petspme Tax

Inputs within GST {15 { { i
Inpuats cafeade GET {3004 00 150K LLEE L UL I L L E SN0
Tatal [rpute 3000 1s000) 30000 L LE B T UL H=E LY
Vakie Addinon at Final Siage I 2N e LLEY S
Total value of output (T R0 | MO0 305000 45750 34500 1730
Embedded Tox 15750 E575D E5T30

Yo of Frnad 1 alee Tl 47 L7
Total Embedded Tax m FExpars 15750 157540 15750

%o of Final Ve 72 45 4.1

(LG N | B1 R 1 FES PN PR S S

Embedded Taxes in Export on account of
Taxes Outside GST and Duty Inversion

TR I S D Tl e

YVahe-Additon of 1.5% [Vabe Addisonaf 2158 Vaboe Addition of 3% |
Pree s paee lav.  [Premmpoce Toax Prevepace  Tix
1::1:'&-1 s weiches GET [18%E) JILEL LA 18000 HELLLT JECLLT LM 15 0x{H
]::{H.T'F oukle GET (50%) SURH : 150040 S0 8 15000 SUNEH IRIEET
Testal J|.|.|1I|I-= LA FEAN) 13000 AH00 LT KRN
Vahwe Addimod s Faal :;-1.:5;@ 15MKS - 2150030 . EUELE
Tl wudive of outpit (525 AL LA I 47RO| 3N 18] 445000 I2ER0
Diury Lawresson 3280 il 42510
% ) Fwe' |- ialhie Ik i1l A
Frnbedded Tax | S | &) 131K
B ¥ 0 2]
Total Embedded Tax in Bxponts 15250 15000 1501
% af Final Value i 40 32
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Annexure—5

GST System Project Status Update

Services made available on

Gin

GST System Project

Status Update

Author : GSTN
Date : 9 Sep 2017

| dpplcation for Maw
: Rugbration far Normal
| Tanpaer

Oinlires Payments throwgh
britmr et Banking and MEFT)
ATES

Cregtion and saving of Duteard
Suppllva Retuirn o Form @5TR-L

Tran Form 1 - Tramskbanal ITC f
Stk Statermel

Agphoation for Maw
Raghtraticsy 50}

CHE e Py mpnte-Ower the
Cavirted [Authaciied Bank

Wimming of imyoicas uploaded by
Supghar i GETR-1A By Buyed

Tran Earm B - Credif dasrbation |

! Agphkecatian of Earalmeat for
| B&TR

Creation and mensanance ol
Boaoranic Cach Ledger

Ciffina Litlity far @8TR-1 for
wpboad ol Frsaices

| moplication to apt tor
| Comresaiitlion schemsa

Payment opticn far migrassd
Tanperers whio Have nol e
Fan E at enrolment form

Creation, saving, and Fling of
E=lurn lerr GSTH-3A

| Regiration of casusl s
|
| pger

Fitng of Fetrn form G5TR: &
and G3TR-2

| Applcalian Ted Amendiren
| of Beglstratian — for mon core
| Tzkedy

iﬁ.p:.u'- ro Fataehe £o ot B af
i registration appicatons
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New Registration and Migration Stats (as on 7" Sep” 2017)

Mew Registration
| Humber oF Registration Filed and alfocated 1243026 12,581,962
| Humbaer af Registrations — Approved 11,30, 985 10,76, 960
Husmbar af Aegistratiens - Aejacted 52,1598 1,49,817
Mopications perding with Tax-ofScers 7505 48,535
Appication perding with Tae-payer |SCN rased) 16,334 35,250
Humbar af Tax-payen apted for Camposition 10,60, &80

Migrated from previous regime

Dertails Tourt
Tars Provicional s [PICs] ssued BE, 95,194
Tatal PIDs Achbivatod 72,770,013
Total Tax-payemn Filled apolication part — & and fully migrated 61,50, 780

Daily Filing of GSTR 3B (as on 7" Sep’ 2017)

[ e res
il ]
L
B
11,1541 ]
[ ies
LELLEY
A Ir]ll! h-lh
IR o EL]
A
nmamﬁ-”-;;
AT 23 I I I I i ALY e NIBSE g
? l | O
& g g g g g o o # A
]
SIS fﬁfﬁ

Grand Totad {Filod Aeturn] @ 45,049,561
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Daily Filing of GSTR 1 (1% Sep — 7™ Sep” 2017)

arand Totad (Filod Aeturn] : 329,83, 342

Day wise Payment of Tax (August 2017)

14901

Lmad

102§

(im0

IV R T

L3R5

@ [ hn
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mEmn Lt o] L Tdp L 8 LR RELE
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[l

Challenges faced and Action Taken: Registration'Enrolment

Issues Action Taken

Taxpayers' registration application stuck in various stabuses like This has besen fiwed for all
*panding for approval™ or "panding for orders” or “pending for CASES,

processimg”.

Taupayer'sstatus is shown as “RC Cancelled™ after filing GSTR-3Band | This has been fised,
payment of tax

Mon-sditable & Blank Profile: Some taspayers have activated their This has bean fixed
accounton G537 Portal but now entire profile has become Blank and
nor-editable, 5o, he cannot progeed furtber.

Access Denled: Even after putting correct login credentials, many This has been fixed
taspayers facing the error message a5 "Access denied” at the lime of
login.

'Tupwem completed the process and generated the ARN and status This defect has been fxed,
shows approved but didn't receive the welcome mail along-with thair | “Resand Welcoma Mail™ is
GETIN and login credentials. under development.
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Challenges faced and Action Taken: Payment

[ssues Action Taken

Amount getting debited and cash lodger = not being updated

Thiz has haon Fiked

Track Payment Status giving access denied s some cases

This has been fised

Challenges faced and Action Taken: Return Related

Isguies

After successful login Baspayer i unable to see
the services ralated to Retirns functionality -
Return dashboard is mot avallable.

Action Taken

For most of the cases, this defect has been fised,
Thera are few reconds ket with such issue and
being addressed by technical team.

3B retumm

User has filad the return but the status is Fixed
showing submitted for processing
Taxpayer is unable to offset liabilities in G5TR | Fixed

Taxpayer is unable to file TRAN 1 dua to
incorrect infermaton given im reglstration
application and that he is not able to amend in
registration application

Being worked upon

Offline toolis mot allowing multiphe rates for
single invoice

Fimed
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Challenges faced and Action Taken: Return Related

lzaues

Action Taken

Oifline toal = J50N file'is not being uploaded, showing Fixed
error but not exactly reporting the nature of error.

The fee amount is shown in payment section of 3B even | This is coming for users who

payers -Gujarat)

payment amount inother than reverse charge should be
equal to the outstanding lability.” (reported for many tax

if fee and penalty is waived {reported for many tax have submitted between 28th

payers -Gujarat) AuUg ta 1st Sep. Being worked
upom.

Error oocurred while filling G5TR 3-B. Error is "CG5T Fixed

Submission under process

Fixed on &7 night

Challenges faced and Action Taken: API Related

Isguies

Alert nied to be provided Lo other authority when
any ARM is approved,

Adction Takan
Will be available from 95 Sept,

Alert need bo be provided when tay payer dossn't
raspand to SCN within 7 days

Will be avaikable fram 87 Sept.

G5TR 30 data shoring

G5TR 36 data & already shared with
CREC/Model-1 states, Arrangements are
being made to enable Model-2 States as well
to pull the data, as per their needs

GATH 1 Data sharing

GATH 1 APl s available in Prod from 1st Sep.

Recanciliation of Payment data sharaed in reports vs
shared inemall

We are reconciling the data with Karnataka
state first tosee it it's matching with what we
have n our database, We'll share our findings

with all states,
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Challenges faced and Action Taken: Back Office Related

Transfer af charge where role/charge is to he Being warked upon
given back to officer returning from leave,

Capability ko revoke role given by state/centre | Being worked upon
[super)admin
System Error when accessing Get Taxpayver Fixed

Detail Page B o
System Error when accessing Search ARM page | working fine for registration ARN. Fixing
for Returns ARNM is in progress.

Tax officer iz unable to view returns data of Being warked upon

Laxpayers,

Future Releases of Key Functionalities

B™ -Sep-2017 = Migrated txpayers processng
11w -Sep-lﬂl]" *  Flling «f 150 Beturn — GSTA-6 and L5TR 64

: *  Application of Amendment of Core Feids
13th-5ep-2017 = Processing of GSTF Application
Sutrmoto Hepgistration with Payment lunctionaby

15-5ap-2017 * Filing od Manthly Return GSTR-3
= =  Filing of G5TR-14

= - = Processing of TDS/TCS
22™ Sep-2017 *  Hegistation and Procassing of NEFT
= Opt out Iram Compasdion schame
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Future Releases of Key Functionalities

O1-Dee-2017

' Wlewirg of compastion supplies (GETR-14)

= Annual reteen filng {G5TR-5]

= Annug] retuen BN for Composition I:I_"rﬁ"'Fi-iI-fl:l

Sidbmids bon of Tingd feturn HESTR- L0}

" Filing ot SEaTamect oF ITC, chek B tae balnility dos 1o trandtor ot Bugicsdss G5TH-
14

-

= Balanco Aegistration features (Cancallation, revocation & pracassing of bath)
BDct-2017 = Creation dred dopley of reports (Settliement, Mismatch]
= - Refurn Hling tor Compasifion dealars (GETA-A|

Updates on Phase 2 Progress

L. SRS fior fedlowing madules Rave been signad-off and devalepment |5 in progress:

1
i

Transiticen & TC
Folicy admin

Z. SRS of fofiowing modieles are infinal stage of review and will be signed-off by end of coming wesk:

1.

2.
3,
4

5¢
B.
7,
a
4,

Appeal

Advance Ruling

Arcovery

DR

Enforcemant

Audit and Return Processirg
FIS Reparts

Aasessment and Adjudication
Prosecution and Compeunding
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Agenda ltem 2: Decisions of the GST | mplementation Committee (Gl C) for information of the
GST Council

GIC took certain decisions between 9 September 2017 (when the 21% GST Council Mesting
was held) and 5 October 2017. Out of these, due to the urgency involved, certain decisions were taken
after obtaining approval by circulation from the Members of GIC. In addition, 2 Meetings of the GIC
were held - 9" Meeting on 26 September 2017 and 10" Meeting on 28" September 2017. The details of
the decisions taken through Circulation and the Meetings of GIC are given below.

2. Decisions by Circulation — 13 September 2017

21.  Anemail was sent to the members of GIC on 13 September 2017 containing a proposal for
insertion of Rule 120A in lieu of Rule 117(2A) as approved by GST Council on 9 September 2017, to
alow for revison of FORM GST TRAN-1 required to be submitted under therules 117, 118, 119 and
120 of the said rules, which reads as below:

“120A. Every registered person who has submitted a declaration electronically in FORM GST
TRAN-1withinthetime period specified inrule 117, rule 118, rule 119 and rule 120 may revise
such declaration once and submit the revised declaration in FORM GST TRAN-1
electronically on the common portal within the time period specified in the said rules or such
further period as may be extended by the Commissioner in this behalf.”

It was al so proposed to issue an order under section 168 of the CGST Act, 2017 read with rule 120A of
the CGST Rules, 2017, to extend the time period for submitting the declaration in FORM GST TRAN-
1 till 31% October, 2017.

2.2.  GIC members approved the above proposals by email. Accordingly, Notification No. 34/2017
— Central Tax dated 15.09.2017, Order No. 02/2017-GST dated 18.09.2017 and Order No 03/2017-GST
dated 21.09.2017 was issued.

3. Decisions by Circulation — 21 September 2017

3.1. A proposa was sent by email to Membersof GIC on 21 September 2017 regarding Writ Petition
No 5709 of 2017 in the Hon’ble Delhi High Court which challenged, inter alia, Notification No.
13/2017 — Central Tax (Rate) dated 28.06.2017 and corresponding IGST natification and Delhi State
GST Notifications placing legal services under Reverse Charge Mechanism (RCM) on the ground that
they are not in conformity with the decision taken by the GST Council in its 14" Meeting held on 19
May 2017.

3.2.  Inview of the Writ Petition, the GIC agreed to issue acorrigendum to Notification No. 13/2017-
Central Tax (Rate) dated 28.06.2017, Sr. No 2, so as to aign the same with the language used in the
Minutes of the 14" Meeting of the GST Council which read as under:

“Services provided by an individual advocate including a senior advocate or firm of advocates
by way of legal services, directly or indirectly.”

33 It was al so proposed to incorporate the existing definition of “legal services” of the Notification
No 12/2017-Central Tax (Rate) dated 28.06.2017 into Notification No. 13/2017-Central Tax (Rate)
dated 28.06.2017 and in corresponding entriesin IGST, UTGST, and SGST natifications which reads
as under:
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“legal service” means any service provided in relation to advice, consultancy or assistance in
any branch of law, in any manner and includes representational services before any court,
tribunal or authority”

34.  Accordingly, the decision of the GIC has been implemented by the Central Government by
issuing Corrigendum dated 25.09.2017 vide F.N0.336/20/2017-TRU to the notification 13/2017-
Central Tax (Rate) dated 28.06.2017.

4. 9" GIC Meeting — 26 September 2017

4.1. The 9" GIC Meeting was held on 26 September 2017 in which few Members participated
through Video Conference. The agendaitem taken up for discussion and the outcomes of the Meeting
areasfollows:

4.2.  Agendaltem 1 - Cancellation of registration of migrated taxpayers

4.2.1. The following proposal was placed before the GIC for carrying out amendments in CGST
Rules, 2017 and SGST Rules, 2017.

4.2.2. Amendmentswere proposed in sub-rule (4) of rule 24 and for change of heading in FORM GST
REG-29 of the CGST Rules, 2017 from “APPLICATION FOR CANCELLATION OF
PROVISIONAL REGISTRATION” to “APPLICATION FOR CANCELLATION OF
REGISTRATION OF MIGRATED TAX PAYERS” and further, for the words and letters, “Provisional
ID”, the letters “GSTIN” to be substituted to enable cancellation of registrations of taxpayers who have
filed the application in FORM GST REG-26.

4.2.3. It was also mentioned that the Law Committee recommended amendment in rule 24(4) of
CGST Rules, 2017 for extension of due date for applying for cancellation of registration of migrated
taxpayers from 30 September 2017 to 31 October 2017.

4.2.4. The GIC approved the proposal to carry out the said amendments in rule 24(4) and change of
heading in FORM GST REG-29 of the CGST Rules, 2017 and the corresponding amendmentsin SGST
Rules,2017. Accordingly, Notification No. 36/2017 — Central Tax dated 29 September 2017 wasissued.

4.3. Agendaltem 2 - Changesin rules pertaining to transitional provisionsin CGST Rules, 2017.

43.1. Thefollowing proposal was put for carrying out amendmentsin CGST Rules, 2017 and SGST
Rules, 2017.

4.3.2. On the recommendation of the Law Committee, it was proposed that the 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. Further, it was suggested that, heading stating “Revision of declaration made in
FORM GST TRAN-1” for rule 120A may be inserted in the CGST Rules and SGST Rules.

433. The GIC agreed to the proposal to carry out the said amendments in rule pertaining to
transitional provisions of CGST and SGST Rules, 2017. Rules 118, 119 and 120 of the CGST Rules,
2017 were agreed to be amended to state the details required under these rules as “the period specified
in rule 117 or such further period as extended by the Commissioner” instead of “ninety days of the
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appointed day” and insertion of heading for rule 120A as suggested in paragraph 4.3.2 above.
Accordingly, Notification No. 36/2017 — Central Tax dated 29 September 2017 was issued.

4.4.  Agendaltem 3 - Proposal for extending the facility of supplying goods or services for export
without payment of integrated tax under L etter of Undertaking in place of bond to al registered persons.

4.4.1. Onthe recommendation of the Committee on Exports, it was proposed to extend the facility of
supplying goods or services for export without payment of integrated tax under Letter of Undertaking,
under Rule 96A of the CGST Rules, 2017 to all registered persons, subject to certain conditions and
safeguards. Notification No. 16/2017-Central Tax dated 07.07.2017, read with corrigendum dated
10.07.2017 which specifies the conditions for igibility to export without payment of integrated tax
under LUT in place of bond was proposed to be superseded.

4.4.2. The GIC Members agreed to extend the facility of supplying goods or services for export
without payment of integrated tax under Letter of Undertaking in place of bond to al registered persons,
subject to certain prescribed conditions and safeguards.

4.4.3. The GIC approved the proposal contained in the agenda with the following modifications:

i To add the words “for effecting subsequent exports” in paragraph 2(ii) and 2(iii), after
the words “The letter of Undertaking shall cease to be valid...”.

I To add the words “The exporter is at liberty to furnish the bond/LUT before Central
Tax Authority or State Tax Authority till the administrative mechanism for assigning
of taxpayers to respective authority is implemented” at the end of the paragrapha3 (i).

i To add the words “or such officer as authorised under the Acts” at the end of the

paragraph 3(iii).

4.4.4. The Notification and the corresponding Circular is to be issued shortly.

5. 10'"GIC Meeting — 28 September 2017

51. The 10" GIC Meeting was held on 28 September 2017 in which few Members participated
through Video Conference. The agendaitem taken up for discussion and the outcomes of the Meeting
are asfollows:

5.2 Agendaltem 1 - Extension of timelimit 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.

5.2.1. A request for extension of date of filing of GST CMP 03 under rule 3(4) of Composition Rules
issued under CGST, Rules, 2017 by one more one month was received from CEO, GSTN, as
development of GST CMP 03 application was still in progress and yet to be tested. It was proposed that
an order may be issued by the Commissioner to extend the date of filing the FORM GST CMP- 03 by
exercising the power under section 168 of the CGST.

5.2.2 GIC approved the proposal for issuance of an Order by the Commissioner to extend the 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, till 31 October, 2017, under rule 3(4) of the
CGST Rules, 2017 and similar orders were agreed to be issued by Commissioners of the States.
Accordingly, Order No. 04/2017-GST dated 29.09.2017 was issued.
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Agenda ltem 3: Minutes of 1% Meeting of Group of Ministers (GoM) on IT Challengesin GST
I mplementation for information of the Council and discussion on GSTN issues

In pursuance of decision taken in the 21% Meeting of GST council held on 9" September 2017 at
Hyderabad, a Group of Ministers (GoM), was constituted to monitor and resolvethe I T challenges faced
in implementation of GST. The first meeting of GoM was held on September 16, 2017 and the 2™
Meeting of the GoM is scheduled on 4 October 2017.

Minutes of 1% Meeting of GoM

2. The first meeting of GoM was held on September 16, 2017 at Vidhan Soudha, Bengaluru,
Karnataka. The meeting was attended by the following Hon’ble Members of GoM (below) and officers
(Annexure-1)

Sl. | Name Designation Group of Members
No.
1 Hon’ble Shri Sushil Kumar Modi | Deputy Chief Minister, Bihar Convenor of GoM
2 Hon’ble Shri Krishna | Minister of Agriculture, Karnataka | Member, GoM
Byregowda
3 Hon’ble Shri Etela Rajendar Finance Minister, Telangana Member, GoM
3. Hon’ble Shri Amar Agarwal, Minister for Commercial Taxes, Government of Chhattisgarh and

Hon’ble Shri Shashi Bhushan Behera, Finance Minister, Odisha could not attend due to other
responsibilities.

4, The meeting was attended by Revenue Secretary, Gol, and Officersfrom GSTN, Officersfrom
CBEC and States and Infosys. (List of attendeesis kept at Annexure)

Il. The meeting commenced with preliminary remarks by the Convenor and Members of GoM to
set the expectations from GSTN and Infosys as follows:

1. Remarks of Hon’ble Convenor, GoM
a A timetable be prepared for resolution of each issue reported by the stakeholders and
all issuesto be resolved in three months.
b. A technical person from Infosys should be placed in each State for resolving technical
issues faced by States.
c. Infosysto deploy more resources on the project for timely resolution of issues.
d. Infosysto provide separate Teams for development of software of Model 11 States.

2. Remarks of Hon’ble Member, GoM and Minister, Karnataka

a. Infosys to put concrete solutions in place and Taxpayers must feel considerable
improvement in next three months
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b. He suggested to have weekly meetings of Officers and Infosys for early resolution of
issues. Critical issues from the officers meeting should be brought for discussionin the
GoM and the proceedings of GoM should be reported to the Council .

c. Atinitial phase of project, Fortnightly meeting of GoM may be scheduled.

d. State officers may be involved for Helpdesk query resolutions and 50 officers from
each State may be selected for t4his activity.

e. Publicity campaign for GSTR 1 and other important issues. Needs to be conducted for
benefit of taxpayers.

f. He suggested that proper communication mechanism should be in place to
communicate al important fixes to Ministers office.

Remarks of Hon, Member, GoM and Minister Telangana

a He insisted on quick resolution of Taxpayer’s problems.

b. He stressed on need to share the data related to migrated dealers, new registration,

TRAN 01, GSTR3B and GSTRO01 with tax departments. (Model 1, CBEC and Model

2)

The MIS for Model-2 States should be made available on priority.

d. All the issues faced by Taxpayers in regards to Offline tool be fixed on priority and
make Offline Tool 100% usable.

€. The revised GSTR 3B for those who are stuck at ‘Submitted’ stage be allowed.

f. Heaso suggested to deploy modules like core amendment, Opt out etc. quickly.

o

The Issues faced by taxpayers and CBEC/State, Tax Departments as pointed out by Hon’ble

Minsters and Officers are summarised bel ow.

(A)

(B)

©

Migration/Registration

Dataon Migrated taxpayers and new registrations approved by other tax authority should be
shared with the Centre and the states.

Deploy module for Cancellation/Surrender of RC and opt-out for migrated taxpayers who
are not liable to be registered.

Deploy Amendment module.

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

Deployment of TDS/TCS registration modules

Deploy module “Opt-Out from Composition” urgently.

Specific errors should be given on rejection of registration due to some errors in data of
validation failure.

Resolution of problems related to new registration/enrolment promptly

Payment

Option for taxpayer to report payment details (BRN) on the GST portal through PMT-07 be
provided as credit to cash ledger is taking time to update in many cases.

RBI figures and those shared by GSTN are not matching. Mechanism for reconciliation
should be put in place immediately.

Tax payment before GST regime and tax payment after GST regime should be analysed.
Data before GST regime should be pulled from VAT systems.

Settlement related issue needs to be fixed on priority.

Return
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(®)

(B)

o N

10.
11.
12.
13.
14.
15.
16.

Enable editing after Submit button and before filing. The preview should be available to
taxpayers. Preferably, the “submit” business process should be changed to “calculate” or
“generate” business process.

Entries in various registers and ledgers should happen only after return is ‘Furnished’ or
‘Filed’.

Those who are stuck at ‘Submit’ for July-2017 Return should be given option to edit the
same and file the Return.

Filing of TRAN-1 has been made a pre-condition to filing of Return if the TRAN-1 has been
opened and submitted but not filed by the taxpayer dueto errors or zero data. This should be
delinked.

Sometimes response from GST System do not come if data is uploaded using Offline Tool
leading to multiple attempts by the taxpayers.

Beta testing of GSTR-1/2/3 should be done quickly. Preferable time will be during 21% to
30™ of Sept, 2017. Beta version and access to the system should be provided to the officers
for testing feedback.

Architectural process should be shared with all States.

Comparison of VAT data with that of GST should be done for Turnover and revenue
collection.

PDF download of GSTR-3B and other Returns after filing for record of taxpayer.

Quick deployment of application for revision of TRAN-1

Quick deployment of TRAN-2 w.e.f. 1% Oct, 2017.

Timely deployment of GSTR-4 as date of submission is approaching.

Refund processing on priority (work around)

Specify the dates of roll out of the critical applications and monitor its deadlines.

Part Payment under GSTR 3B may be permitted.

Offline tool for GSTR2 should be made available at the earliest.

Helpdesk
Agents need more training so that they can provide solution.
Empowering State Helpdesk by providing material and involving officersin this activity.

Other Matters

API release calendar should be shared with all stakeholdersimmediately

Make the application more user friendly and easy to operate

Team of the officers, GSTN and Infosys shall identify and prepare the list of the critica
applications which are required to be implemented in time-bound manner, for monitoring
and implementation.

Interactive tutorials to be added to GST portal on the available services.

As an interim solution- Infosys to on-board the technical support by end of next week at
every state and CBEC. By end of Oct 2017, competent (with technical and functiona
knowledge) manpower to be replaced with interim members.

Dummy accessto the portal in test environment will be given to states and CBEC so that tax
officials can perform some quick test on the new functionalities.

For theinitial couple of months name of the mismatch report needs to be changed. Label of
this report to be changed.

Data of dealers who have not filed migration form Part B to be shared with all.

After approval/rejection of dealer’s application, tax officials are unable to see the
consolidated details under his jurisdiction. Tax officials should be able to see the complete
list of dealers under his/her jurisdiction.
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10. Functiondlity to change the authorized signatory by tax official to be made available at the
earliest.

1A Hon’ble Convenor asked the team of officers from Central/State Government, GSTN and
Infosys to discuss and prepare timetable for resolution of issues raised as well as for deployment of
modules not made operational so far. The timelines so agreed will be adhered by Infosys and the
same will be reviewed by the GoM in its next meeting to be held in the first week of October 2017.
The agreed timelines of Priority Functionalities discussed in the Meeting of Group of Ministers on
16 September 2017 are attached as Annexure-11.

V. The convenor stressed on resolution of all IT related issues within 3 months.
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Annexure-1
List of Officers present

Dr. Hasmukh Adhia, Revenue Secretary, Government of India

GSTN:
Sl. No. | Name Designation
1 Shri Ajay Bhushan Pandey | Chairman
2 Shri Prakash Kumar CEO
3 Ms. Kgal Singh EVP (Services)
4 Shri Nitin Mishra EV P(Technology)
5 Shri Rajeev Agarwal SVP(OCB)
6 Shri Vashishtha Chaudhary | SVP (Services)
7 Shri Pankgj Dixit SVP (Infrastructure)
8 Shri Bhagwan Patil V P(Services)
9 Shri Bhuvan Joshi V P(Technology)
10 Shri Abhishek Singh AVP (PM)
CBEC:
SI. No. | Name Designation
1 Shri. Y.S.Sherawat DG Systems
2. Shri.Upender Gupta Commissioner, GST Palicy wing
3 Ms. R.Bhagyadevi ADG Systems, Chennai
4. Shri. Baswargj Nalegave ADG, Systems, Bengaluru
States:
Sl. No. | Name Designation
1 Shri Somesh Kumar Principal Secretary, Telangana
2 Shri Ritvik Pandey CCT, Karnataka
3 Shri Rajan Khobragade CCT, Kerada
4 Ms. Sangeeta CCT, Chhattisgarh
5 Shri Arun Mishra Spl. Secretary Commercia Taxes,
Bihar.
Infosys
Sl. | Name Designation
No.
1 Mr. D.N. Prahlad Independent Director
2 Mr. Pravin Rao CEO
3 Mr. Binod Hampapur EVP
4 Mr. C.N. Raghupathi SVP
5 Mr. Renganathan V. R. SVP
6 Mr. P.N. Moorthy AVP (Ddivery Manager)
7 Mr. Venkat Narayan AVP (Principle Architect)
8 Mr. Murali Vasudevan AV P (Release Manager)
9 Ms. Surya Kumari Achal AVP (Test Manager)
10 | Mr. Akhil Gandhi Domain Lead
11 | Mr. Indrasis Dasgupta Program Manager
12 | Mr. Anand Srinivasan Solution Architect
13 | Mr. Amlan Datta Solution Architect
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Annexure-11

Agreed timelines of Priority Functionalities

Agreed Date of

SI.No FORM FORM Components/Details
Deployment
Solution for 3.5 lakh GSTR3B who have
L | GSTR3B | g omitted but ot filed 19-Sep-17
2 Registration | Reports Data Dump for Model-2 States 22-Sep-17
3 Registration | Amendments of Core fields 22-Sep-17
4 Registration | Opt out for Composition 22-Sep-17
5 Registration | Suo Moto Registration 29-Sep-17
6 Registration | GSTP Registration Processing 29-Sep-17
7 Registration | TDS/TCS Registration and Processing 29-Sep-17
8 | GSTR1A (13Aenerat|on & Submission/Filing of GSTR- 30-Sep-17
9 Refunds ICEGATE API 30-Sep-17
Creation and submission of Returnsin
10 | Offline Offline Utility for GSTR-2 - xIs download 06-Oct-17
from offline tool
11 | GSTR2A GSTR-2A for ISD changes 11-Oct-17
. Creation and submission of Returnsin
12| Gifline Offline Utility for GSTR-2 11-Oct-17
Revised Tranl (Reopening Transition Form 1 At
13 | Tranl to enable Multiple Submit) 13-Oct-17
14 | Tranl CSV Utility for 6a, 6b, 7b, 9a, 9b of TRAN-1 13-Oct-17
. . Grievance for Payment not reflecting in Cash
15 | Registration Ledger - - PMTO7 13-Oct-17
Creation & Submission of GSTR-5A
16 | GSTR5A (OIDAR supplies) 17-Oct-17
Application for eligible ITC prior to
17 | ITCO1 registration / withdrawal from compounding 17-Oct-17
scheme ITC 01
18 | GSTR 3B GSTR-3B - Feature Enhancement 15-Oct-17
GSTR-3B - Enhancement to enable Print
19 | GSTR3B out/PDE Download 15-Oct-17
20 | GSTR1A GSTR 1A Offline utility 18-Oct-17
21 | Registration Cha_unge of authorized signatory by Tax 10-Oct-17
Officer
22 | Registration | Non- Resident Tax Payers 18-Oct-17
23 | Tranl G2G API'sfor Transition forms 20-Oct-17
24 | GSTR1 GSTR 1 - Feature enhancement 20-Oct-17
25 | GSTR2 GSTR-2 - Feature enhancement 20-Oct-17
26 | Registration | Modd 2 States: list of reports 20-Oct-17
27 | Registration | MIS Reports for Model-2 States 20-Oct-17
GSTR 6, Creation & Submission of Return for 1ISD
28 | GSTR6A | GSTR-6/ View of GSTR-6A (1SD) 23-Oct-17
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Agreed Date of

SI.No FORM FORM Components/Details
Deployment

Creation and Submission of Monthly Return

29 | GSTR3 GSTR-3 30-Oct-17

Mismatch . . .
30 R Creation & Display of Mismatch Report 30-Oct-17
eport

31 | Registration Change of | qusqlctlon by Tax Officer before 30-Oct-17
approval / rgjection

32 | Regigtration | OIDAR Registration and Processing 30-Oct-17

S Cancellation and Surrender of Registration

33 | Registration Certificate 30-Oct-17

34 | Regigtration | Revocation of RC 30-Oct-17

35 | Regigtration | Grievance Management 30-Oct-17

36 | Registration | GSTP Dashboard 30-Oct-17

37 |Tran2 Transition Form 2 Development 30-Oct-17
Creation & Submission of Quarterly Return

38 | GSTR4 by Compounding Taxpayer GSTR-4 03-Nov-17
Filing of Returns by UIN Holdersfor Inward

39 | GSTR11 Supplies GSTR-11 10-Nov-17

40 | GSTR4 View of GSTR-4A (composition supplies) 17-Nov-17

41 | GSTR5 GSTR-5 17-Nov-17
Refunds - Exports WO payment of tax - part

42 | Refunds of REDOL 20-Nov-17

43 | Refunds Refunds - BO Processing 20-Nov-17

44 | Refunds Refunds - Excess Balance in Cash Ledger 01-Dec-17
Creation and Submission of TDS Return

45 | GSTR7 GSTR.7 08-Dec-17

46 | GSTR7A View of GSTR-7A (TDS) 08-Dec-17
Creation & Submission of Return for e-

47 | GSTR8 Commerce GSTR-8 08-Dec-17

48 | Refunds Refunds - Exports of Services 08-Dec-17
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Agenda Item 4: Note on revenue collected in Auqust and September, 2017 under Goods and
Services Tax (GST) and Compensation paid to Statesfor the period July — August, 2017

1. Revenue collection:
1.1.Table 1 below gives the details of revenue collected as Central goods and services tax
(CGST), State goods and servicestax(SGST) and Integrated goods and servicestax (IGST)
upto 31 August, 2017 and the details of fundstransferred to the Centre and States (including
Union Territories) on account of settlement of funds.

Table 1. GST Revenue upto 31.08.2017(for July 2017 return period)

Rs. Crore
Funds
transferred Net revenue
July due to | after
receipts settlement settlement
CGSsT 15263 3297 18560
SGST 23270 7504 30774
IGST 48314 -10801 37513
Cess 7216 7216
Total 94063

1.2. Table 2 below gives the details of revenue collected as Centra Goods and Services Tax
(CGST), State Goods and Services Tax(SGST) and Integrated Goods and Services Tax
(IGST) upto 28 September, 2017 and the details of funds transferred to the Centre and
States on account of settlement of funds.

Table 2: GST Revenue from 1% September — 28 September, 2017(for August 2017 return
period and balancereturns of July 2017)

Rs. Crore
Funds
transferred Net revenue
August due to | after
receipts settlement settlement
CGST 14958 5080.7 20038.7
SGST 21773 10852 32625
|GST 47899 -15932.7 31966.3
Cess 7844 7844
Total 92474

1.3. Out of 68.2 lakh taxpayers expected to file returns, 52.02 lakh taxpayers have filed GSTR-
3B returns for July 2017 and 41.50 lakh taxpayers have filed August 2017 returns till
28.09.2017.
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Compensation:

2.1. As per section 7 of the Goods and Services tax (Compensation to States) Act, 2017, the
States (including Union Territories with legidatures) have to be compensated for any loss
of revenue arising out of implementation of GST during the “transition period”. The
“transition period” being defined in the Act as a period of five years from the “transition
date” which in turn has been defined in the Act as the date on which the SGST Act of the
concerned State comes into force. Accordingly, as per the provisions of the Act a
compensation amount of Rs. 8698 crore has been provisionaly released to the States as
compensation for the period 1 July, 2017 to 31 August, 2017. Revenue accrued to the States
has been calculated taking into account the revenue from State taxes subsumed into GST
collected in the period 1 July, 2017 to 31 August, 2017, SGST collected in the said period
and the funds transferred to the States on account of settlement done based on July returns
filed upto 28.08.2017.

2.2. All Stateswere requested to provide dataon taxes collected in the month of July and August
2017 from taxes subsumed under GST. For the State of Rgjasthan, the base year revenue
for the year 2015-16 as per figures provided by Accountant General (AG) of the State was
Rs. 17,159 crore. Thisfigure calculated for amonth after projecting an increase of 14% per
annum as per the Compensation Act comes to Rs. 1858 crores. Againg this figure,
Rajasthan has reported a revenue collection figure of only Rs. 1069 collected in the month
of July 2017. The reason for this steep declinein collection of revenuein July 2017 isbeing
ascertained from Rgjasthan since it is at variance with the revenue collection reported by
other States for month of July 2017.

2.3.Compensation to Arunachal Pradesh could not be released as the State did not report
revenue collected in the month of August 2017. The State has been asked to send the same.
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Agenda ltem 5: Report and Recommendations of the Committee on Exports

In the 21st Meeting held on 09.09.2017 at Hyderabad, taking cognizance of the difficulties
being faced by exporters post-GST, the Council decided to constitute a Committee on Exports to
examine the issues troubling the export sector and to recommend a suitable strategy for helping this
sector. The Council also desired the Committee to examine Agenda ltem 5(i) of the Hyderabad meeting,
which proposed the issue of a notification to deny provisiona refunds to specified categories of
exporters viz. those who are newly registered and those who do not file prescribed returns for 3
consecutive tax periods.

2. Members of the Committee: In accordance with the decision of the Council, the Hon’ble
Union Finance Minister and Chairman of the Council congtituted a Committee on Exports on
12.09.2017 with the following members.

Sl.No. Name, Designation & Organization
1 Dr.Hasmukh Adhia, Revenue Secretary Convenor
From Central Government Side
2. Ms. VangiaN. Sarna, Chairperson, CBEC Member
3. Shri P.K. Das, Member Customs, CBEC Member
4, Shri Alok Chaturvedi, Director General, Member
Director Genera of Foreign Trade
5. Shri Arun Goyal, Additional Secretary, Member
GST Council Secretariat
6. Shri Sandeep M. Bhatnagar, Director General, Member- Secretary

Directorate Generd of Export Promotion, CBEC
From State Government Side

7. Dr. P.D. Vaghela, Commissioner of Commercial Taxes, Member
Government of Gujarat

8. Shri Rajiv Jalota, Commissioner of Sales Tax, Member
Government of Maharashtra

0. Shri Ritvik Ranjanam Pandey, Commissioner of Commercial Member
Taxes, Government of Karnataka

10. Shri Mukesh Kumar Meshram, Commissioner of Commercial Member
Taxes, Government of Uttar Pradesh

11. Ms. Smaraki Mahapatra, Commissioner of Commercia Taxes, Member
Government of West Bengal

12. Shri M. Bagji, Joint Commissioner of Commercial Taxes, Member

Government of Tamil Nadu
Co-opted Members

13. Commissioner (GST Policy), CBEC Special Invitee
14. | Joint Secretary (Customs), CBEC Specid Invitee
3. Deliberations of the Committee: The Committee held meetings on 19.09.2017, 20.09.2017

and 29.09.2017. Sub-groups of the Committee met on 23.09.2017, 26.09.2017 and 28.09.2017. These
meetings were attended by various stakeholders including GSTN, DG Systems, CBEC, CAG, CCA,
etc. Initsfirst meeting on 19.09.2017, Secretary, Department of Commerce, Government of India and
Chief Economic Adviser, Government of India were aso present when the Committee met with
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representatives from exporter’s associations and Export Promotion Councils (EPCs) to highlight their
difficulties post GST implementation and suggest the way forward. The following associations/ EPCs
were present:

i. Federation of Indian Export Organizations (FIEO)
ii. Gem and Jewellery Export Promotion Council (GJEPC)
iii. Engineering Export Promotion Council (EEPC)

iv. Council for Leather Exports (CLE)
V. Basic Chemicals, Cosmetics & Dyes Export Promotion Council (CHEMEXIL)
Vi. Apparel Export Promotion Council (AEPC)
Vii. Pharmaceuticals Export Promotion Council (PHARMEXCIL)
viii. Handicrafts Export Promotion Council (HEPC)
4, Issuesidentified by the Committee: After interacting with all concerned and examining the

representations received, the Committee identified the following core issues which need to be
immediately addressed to encourage exports in the GST environment:

@ Delay in grant of refunds of IGST and input taxes on exports;

(b) Working capital blockage for manufacturer exporters including EOUs due to
requirement of upfront payment of GST on inputs and capital goods;

(© Working capital blockage for merchant exporters due to requirement of upfront
payment of GST on finished goods,

(d) Increased transaction cost due to requirement of bond/letter of undertaking (LUT) for
all exports and need for bank guarantee in certain cases; and

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

5. The Committee also examined the issue earlier placed before the Council in its Hyderabad
meeting viz. denial of provisional refundsto specified categories of exporters.

6. Additionally, the Committee noted that levy of GST on bunker fuel supplied to foreign going
vesselsis making Indialess competitive vis a vis neighbouring countries and this required a solution.

7. The Committees’ report: The Committees’ report highlighting the issues constraining the
exporters as well as its recommendations to resolve each of these issues is placed before the Council

for consideration (Attachment as Annexure ). The report also includes recommendations on Agenda
Item 5(i) of the 21 Meeting relating to denial of provisional refundsto specified categories of exporters,
which was specifically referred to the Committee by the Council.

8. Summary of recommendations. The Committee makes the foll owing recommendations for
the consideration of the Council:

8.1 Issue 1: Delayed refunds: While refund of IGST paid on export of goods outside
India is to be handled by Customs (Rule 96 of CGST Act, 2017), other refunds have to be
handled by jurisdictional GST officer of the State or Central Government, as the case may be.
The present delays are on account of difficultiesin filing returns, non-availability of electronic
refund application etc. While GSTR-1 which contains transaction level details of export
supplies is available for the month of July only, this return cannot be filed for August and
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subsequent monthstill the complete cycle of filing GSTR-1, GSTR-2 and GSTR-3is completed
for the previous month. Thisisarequirement of law and GSTN has been designed accordingly.
In the circumstance, the proposed solution is to manually handle the refunds. Accordingly, the
Committee hasin consultation with stakehol ders ensured that:

@ Customs authorities would begin processing refunds of IGST paid on exports madein
July 2017 latest by 10.10.2017.

(b) Customs authorities would begin processing refunds of IGST paid on exports madein
August 2017 from 18.10.2017 on the basis of a utility to be developed by GSTN to
make available Table 6a of GSTR-1.

(© Timeline for processing refunds (of IGST paid on export of services/suppliesto SEZs
and of accumulated credit on export of goods/services/supplies to SEZs under
Bond/LUT) would be fixed after getting inputs from GSTN and resolving of payment
issues by Pr.CCA, CGA etc.

The above solution has been discussed by the GIC also and a SOP for grant of manual refunds
is being prepared.

8.2 Issue 2: Working capital blockage: Holders of Advance Authorizations / EPCG /
100% EOUs earlier procured their inputs/ capital goods etc. meant for export production duty
free but now have to pay GST thereon. Likewise, merchant exporters procured their goods for
export free of Central duties but they now have to pay GST. This has given rise to the problem
of cash blockage, which is presently accentuated by the delay in refunds. However, even after
refunds are provided expeditioudly, this will always remain an issue during the production-
refund cycle which is estimated to be minimum 6 months. The Committee proposes the
following two options for resolving this issue:

8.21 Option-1: Exemption on IGST and Cesson imports+ Deemed export and nominal
GST for suppliesto merchant exporters

(A) For exporters earlier working under Advance Authorization (AA) /  Export
Promotion Capital Goods (EPCG) / 100% EOU schemes

- For procuring imported supply —

Grant exemption from payment of IGST and Cess under Section 6 of IGST Act, 2017
read with Section 25 of the Customs Act, 1962.

I- For procuring domestic inward supply —

a Supplies against (i) AA/ Advance Release Order (ARO) holder, (ii)
EPCG/ARO holder and (iii) EOU/ARO holder shall be notified as deemed
exports w's 147 of CGST/SGST Act and to alow refund of tax paid to the
supplier of deemed export supplies.

b. A mechanism would be put in place whereby the exporter having AA / EPCG
License or EOU status would identify the supplier from whom he would
procure goods and ARO would be issued in the name of supplier.
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C. The existing monitoring mechanism for exports under these schemes would
continue.

d. In case of refund of IGST on such inter-state deemed export supplies,
appropriate settlement mechanism would be required to be put in place.

[Legal position:

Under Section 54(1) of the CGST Act, 2017, any person claiming
refund of any tax paid by him may make an application before expiry of two
years from the relevant date in such form and manner as may be prescribed.
The Explanation to Section 54 explains that refund includes refund of tax on
the supply of goods regarded as deemed exports. As per Explanation (2) to
Section 54, in the case of supply of goods regarded as deemed exports where
arefund of tax paid is available in respect of goods, the time limit of two years
shall run from the date on which the return relating to such deemed exportsis
furnished.

ii. The term “deemed exports™ has been defined under Section 2(39) of
the CGST Act, 2017 as supplies of goods as may be naotified under Section 147
of the said Act. Under Section 147, the Government can, on the
recommendations of the Council, notify certain supplies of goods
manufactured in India as deemed exports, where goods supplied do not leave
India, and payment for such suppliesis received either in Indian rupees or in
convertible foreign exchange.

iii. Presently under Sub-rule 89(1) of the CGST Rules (Refunds), in
respect of supplies regarded as deemed exports, application for refund of taxes
paid on such supplies is required to be filed by the recipient of the deemed
export supplies. This Rule shall be amended to provide that the supplier who
supplied goods to categories (i), (ii) or (iii) asin (a) above, which shall be
regarded as deemed exports, the application for refund shall be filed by the
supplier of deemed export supplies.

iv. Rule 89(2) of the CGST Rules deals with documentary requirements
for claiming refund. Clause (g) provides that in a case where the refund is on
account of deemed exports, the applicant has to furnish a statement containing
the number and date of invoices along with such other evidence as may be
notified in this behalf. No change isrequired in thisregard.]

(B) For Merchant Exporters
a Supplies of goods for exports not requiring further processing to a registered

exporter (registered with Export Promotion Council and Commaodity Boards)
shall be subject to payment of GST on reduced rate of 1% only.
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b. Adeguate safeguards such as requiring the export goods to be aggregated in
identified export warehouses etc. shall need to be put in place to prevent
leakages.

8.22 Option-2: eWallet

8.2.2.1 Ane-Wallet would be created for exporters. A notional credit can be given in
advance in this e-Wallet on the basis of the past export performance of exporters and they can
use the balances in e-Wallet to discharge the tax liability upfront and then adjust the credit
against the refund payable to them. The notional credit in the e-Wallet islike an advance refund,
with the restriction that this amount can only be used for payment of taxes and will get adjusted
against final payment of refunds. The amount of credit in the e-Wallet can be fine-tuned
depending on the ITC accumulation during the period being taken for processing of refunds.
As and when the refunds become prompt, the balances required to be credited in the e-Wallet
can be progressively reduced and ideally there should be no requirement for any such notional
credit.

8.2.2.2 This facility can be easily used for payment of IGST on imports. Depending
on the average IGST payable on imports for exports, the exporter can be given credit in this
wallet. Thiswill ensure that there is no additiona burden of working capital.

8.2.2.3 However, unlike in the case of imports, taxes on domestic purchases has to be
paid to the supplier rather than to the Government and the tax paid by the exporter is only on
the value addition. Therefore, if the e-Wallet system alows a transfer of balances from one
account to other and the balances are alowed for payment of taxes, this problem can be
addressed. In fact, if the e-Wallet balances are allowed to be used only for payment of taxes, it
will, more or less, ensure that recipients transfer the balances only to the extent of taxes. Once
transfer is alowed, the total working capital requirement in the eco-system will get reduced by
the amount of the notional credit given in the e-Wallets.

8.2.2.4 Thebiggest advantage of this system would bethat it is completely transparent
and not amenable to misuse. It does not touch with the overall GST model adopted in the law.
While the seamless flow of credit is not blocked at any stage, in addition, there is no rate
arbitrage created at any stage. Since there is no rate arbitrage created by this model, tax
authorities are not required to check on regular basis, and especially at the time of giving
refunds, whether inputs were actually used for exports or not. All that is required is to have a
direct correlation between the refund payable to the exporter and the time taken in giving such
refunds. One other advantage is that the formula to be adopted would be uniform for all
exporters and would, thus, be fair and without bias. Once thereis aformula, the credits will be
objective and refunds will be seamless without the requirement on part of the exporter to show
what inputs went for exports and what did not.

8.2.2.5 Variousaccounting treatments are possible for this proposed system. However,
since the credit in the e-wallet is like an advance refund, the credit in the wallet can be matched
by an equivalent debit in the “deduct — refund” head under the relevant tax head and a credit in
suspense head in Public Account. Transfer of balance from wallet of one taxpayer to the other
taxpayer need not be accounted by the Government and only needs to be accounted by the e-
Wallet system. Finally, when the balance is used for payment of tax, it can be debited in the e-
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Wallet and credited to the cash ledger/tax head debiting the suspense head in Public Account.
Alternatively, no entry may be made when the notional credit is given. However, when the
taxpayer makes the payment from the e-Wallet, the tax head may be credited with a matching
debit entry in the suspense head in Public Account. This may be set-off when the refund is
actually given adjusting against the credit given in the e-wallet account.

8.2.2.6 Ideally the implementation of e-Wallet system should be kept out of the
purview of GSTN and the credit from e-Wallet system should be one of the mechanisms to
deposit tax into the cash ledger of GST payers. In this regard, agencies like NSDL or,
preferably, NPCI, that are already running a far more sophisticated system would be ideal
candidates for thiskind of system.

8.2.2.7 Looking forward, such a system can work as a mechanism not only for
exporters but can work as an enginefor variousincentives that Governments would liketo give.
This can work a common solution for the problem currently being faced with respect to export
scrips as well and in future, scrips can be issued as credit into the same e-Wallet system, only
difference would be that they would not be rolling in nature.

8.3 Issue 3. Increased transaction cost due to requirement of bond/letter of
undertaking (LUT) for all exports and need for bank guarantee in certain cases. The
Committee noted that in terms of Section 16 of IGST Act, 2017 zero rated supplies can 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 of a bond or LUT and the
requirement of Bank guarantee is part of safeguards and conditions. In contrast in the pre-GST
regime, service exporters as well as merchant exporters were not required to execute any
bond/LUT except for the exportersregistered with Central Excise. Accordingly, the Committee
advises doing away with bond as well bank guarantee and to prescribe only a LUT subject to
certain safeguards. This was examined by the GIC and a notification in this regard is being
issued.

84 Issue 4: 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 the utility of scrips and their sale value has come down. The Committee noted that
the premium on scrips has come down to the disadvantage of exporters. Acknowledging the
importance of encouraging exports, the Committee recommends that the GST rate on sale-
purchase of duty credit scrips be reduced from 5% to Nil. However, if option of e-Wallet is
adopted, even MEIS scrip can be deposited in e-Wallet in which case this concession may not

be necessary.

8.5 Issue5: Denial of provisional refundsto new exporters. The Committee examined
this issue in the context of encouraging exports in the national interest. The Committee
recommends that such new exporters need to be encouraged as a part of the overall strategy to
boost exports. Thus, the Committee recommends that the proposal to deny provisional refunds
to exports who have obtained registration under CGST/SGST/existing law within 6 months of
applying for refunds should not be accepted.

Page 96 of 227



8.6 Issue6: Denial of provisional refundsto exporterswho have not filed returnsfor
3 consecutive tax periods. The Committee noted that the grant of refund is legally linked to
the filing of prescribed GSTR-1 and GSTR-3/3B returns. Also, the filing of these prescribed
returns for aparticular tax period is linked to completing the cycle of filing these returnsin the
previous tax period. Thus, the legal provisions would themselves ensure refund is not given
when tax returns are not filed. Moreover, any negative observation at this juncture would not
be good for exporters. Hence, the proposal is infructuous and the Committee recommends it
may not be proceeded with.

8.7 Issue7: GST rateon bunker fuel supplied toforeign going vessels: The Committee
noted that high rate of GST on bunker fuel supplied to foreign going vessels is making India
less competitive vis a vis its neighbouring countries and it is reported by oil marketing
companies that business is shifting to countries like Sri Lanka. However, any lowering of tax
or exemption on such supply would adversely impact our domestic coastal shipping which also
needs encouragement. Balancing various options including administrative problems in
monitoring end use, the Committee recommends GST rate on bunker fuel be reduced to flat 5%
for both coastal vessels and foreign going vessels.

The Report of the Committee on Exportsis placed before the Council (Annexure-1)
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Annexure-|

Report of the Committee on Exports

S.No. Topic Page No.
1.0 Introduction 1
2.0 Executive summary of recommendations 1
3.0 Deliberations of the Committee 2
4.0 Issuesidentified by the Committee 3
5.0 Delay in refunds under GST 4

55 Refund of IGST paid on export of goods outside India 5
5.6 @ Refund of IGST paid on export of services/ supplies 7
to SEZs
(b) Refund of accumulated credit on export of goods /
services/ supplies to SEZs under Bond/LUT
6.0 Working capital blockage due to payment of GST on inputs / capital 9
goods/ finished goods for export
Option1 | Exemption from IGST and Cess on imports + Deemed 10
export and levy of nominal GST for supplies to merchant
exporters
Option2 | eWallet 12
7.0 Increased transaction cost due to requirement of bond/letter of 14
undertaking for all exports and need for bank guarantee in certain cases
8.0 Reduced re-usability of duty credit scrips 14
9.0 Denial of provisiona refunds to specified categories of exporters 14
10.0 GST on bunker fuel supplied to foreign going vessels 15
Annexure A : Members of the Committee on Exports 16
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3.0

REPORT OF THE COMMITTEE ON EXPORTS

I ntroduction

In the 21st Meeting held on 09.09.2017 at Hyderabad, taking cognizance of the reported
difficulties being faced by exporters post-GST, during discussion on Agenda Item 5(i), the GST
Council decided to constitute a Committee on Exports comprising of officers from Central as
well as State Governments to examine the issues troubling the export sector and to recommend a
suitable strategy for helping this sector. Accordingly, with the approval of the Finance Minister
and Chairman of the GST Council, a Committee on Exports (hereinafter referred to as the
Committee) was constituted on 12.09.2017. The membership of the Committee is indicated at
Annexure A.

Executive summary of recommendations

Refunds of IGST paid on exports made in July 2017 to start from 10.10.2017 by Customs.

Refunds of IGST paid on exports made in August 2017 to start from 15.10.2017 by Customs on
the basis of a utility for Table 6a of GSTR-1 being made available by GSTN.

Other refunds (refund of IGST paid on export of services/supplies to SEZs and refund of
accumulated credit on export of goods/services/supplies to SEZs under bond/LUT) may be
processed manually till the time refund module is made operational by GSTN.

Options of (a) IGST exemptions on imports and deemed export status for domestic supplies or
(b) e-wallet outside GSTN may be considered to mitigate the problem of working capital
blockage due to requirement of payment of GST on inputs and capita goods meant for export
production.

Option to provide (@) reduced rate of GST with adequate safeguardsto prevent |eakages or (b) e-
wallet may be considered to address issue of working capital blockage for merchant exporters
due to requirement of payment of GST on goods procured for exports.

New exporters i.e. those exporters who have obtained registration under CGST/SGST/existing
law within 6 months of applying for refunds should not be denied provisiona refunds.

Proposal to deny provisional refund on account of not filing tax returns for 3 consecutive tax
periods immediately preceding the date of application of refund is infructuous because without
filing of returns, the refund application cannot be processed.

GST rate on sale-purchase of duty credit scrips may be reduced from 5% to 0%, however if option

of e-Wallet is adopted, even MEIS scrip can be deposited in e-Wallet in which case this
concession may not be necessary.

GST rate on bunker fuel supplied to both coastal and foreign going vessels may be reduced to
flat 5%.

Deliber ations of the Committee
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41

4.2

The Committee held meetings on 19.09.2017, 20.09.2017 and 29.09.2017. In itsfirst meeting on
19.09.2017, the Committee invited representatives from exporter’s associations and Export
Promotion Councils (EPCs) to highlight the difficulties, if any, being faced by them post GST
implementation and givetheir suggestions on theway forward. The following associations/ EPCs
were present:

) Federation of Indian Export Organizations (FIEO)

(i) Gem and Jewellery Export Promotion Council (GJEPC)

(iii) Engineering Export Promotion Council (EEPC)

(iv) Council for Leather Exports (CLE)

(v) Basic Chemicals, Cosmetics & Dyes Export Promotion Council (CHEMEXIL)
(vi) Apparel Export Promotion Council (AEPC)

(vii)  Pharmaceuticals Export Promotion Council (PHARMEXCIL)

(viii)  Handicrafts Export Promotion Council (HEPC)

Secretary, Department of Commerce, Government of India and Chief Economic Advisor,
Government of India also attended the meeting and shared their views on the subject.

Sub-groups of the Committee met on 23.09.2017, 26.09.2017 and on 28.09.2017 with various
stakeholders including GSTN, DG Systems, CBEC, CAG, CCA to identify possible solutions

and develop timelines for early grant of refunds to exporters.

| ssues identified by the Committee

After interacting with the associations / EPCs, examining al the representations received on the
subject, and discussions with the Department of Commerce and representatives of the States, the
Committee identified the following core issues being faced by all exporters, which need to be
immediately addressed to encourage exportsin the GST environment:

() Delay in grant of refunds of IGST and input taxes on exports,

(9 Working capital blockage for manufacturer exportersincluding EOUs dueto requirement
of upfront payment of GST on inputs and capita goods;

(h) Working capital blockage for merchant exporters due to requirement of upfront payment
of GST on finished goods;

0] Increased transaction cost due to requirement of bond/letter of undertaking (LUT) for al
exports and need for bank guarantee in certain cases; and

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

The Committee took into account the mandate of the Council that it should examine the proposal
before it as per Agenda Item 5(i) which proposed the issue of a notification with respect to sub-
section 6 of Section 54 of Central Goods and Services Tax Act, 2017 (Category of registered
persons not eligible for refund) with the objective of denying the benefit of provisional refund to
new exporters and to those who do not file returns for 3 consecutive tax periods.
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The Committee further noted that levy of GST on bunker fuel supplies to foreign going vessels
ismaking Indialess competitive vis a viz neighbouring countries.

Delay in refunds under GST

The Committee noted that even after two months since launch of GST, the refunds to exporters
have not begun. Thisis compounding the cash flow problems being face by exporters. Moreover,
since all exports including supplies to Special Economic Zones (SEZs) are zero-rated under
Section 16 of IGST Act, 2017 the grant of refunds attain the top most priority. In this context the
Committee noted that refunds for exports can be categorised as below -

@ Refund of IGST paid on export goods / accumulated Input Tax Credit (ITC) for export
of goods outside India;

(b) Refund of IGST paid on exported services / accumulated Input Tax Credit (ITC) for
export of services outside India; and

(©) Refund of IGST paid/ accumulated Input Tax Credit (ITC) for supply of goods/ services
to SEZs

While refund of IGST paid on export of goods outside Indiais to be handled by Customs (Rule
96 of CGST Act, 2017), other refunds have to be handled by jurisdictional GST officer of the
State or Central Government, as the case may be.

The Committee noted that common reasons why the refunds are held up is that the grant of
refundsis linked to the various returns (GSTR-1 and GSTR-3/3B, which are held up for various
reasons. While GSTR-1 which contains transaction level details of export suppliesis available
for the month of July only, this return cannot be filed for August and subsequent monthstill the
complete cycle of filing GSTR-1, GSTR-2 and GSTR-3 is completed for the previous month.
Thisisaregquirement of law and GSTN has been designed accordingly. Theimplication, as afore
stated, isthat refunds cannot be processed. The Committee al so noted that all refunds for exporter
(except refund of IGST paid on export of goods) are to be handled through GSTN but the refund
module is so far not available on GSTN.

After discussing various options with al concerned including GSTN and noting the systems
related difficulties would take time to resolve, the Committee tasked GSTN with developing a
facility for uploading the relevant table (Table 6a) of GSTR-1 filed by the exporters, which along
with GSTR-3B which is being filed for each month, would suffice for processing of refund
claims. The Committee also felt that in this situation the refunds should be processed manually
till such time the systems related issues are resolved. This matter has been discussed in GST
Implementation Committee (GIC) also.

Refund of IGST paid on export of goods outside | ndia

Rule 96 of CGST Rules, 2017 provide that refund of IGST paid on export goods shall be based
on the shipping hill filed with the Customs system and refund shall

be processed and paid by the Customs officers. The Rules provide that refund of IGST paid on
export goods can be paid on confirmation of export of goods and filing of a valid GSTR-3 or
GSTR-3B.
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The Committee was informed that in July 2017, about 78,000 Shipping Bills involving approx.
9,900 GSTINs have been filed for export of goods on payment of IGST amounting to around Rs.
600 Cr. The Committee noted that GSTR-1 as well as GSTR-3B for July 2017 is available with
GSTN and the proof of export for goods exported in July 2017 is avail able with Customs System
intheform of Export General Manifest (EGM). Thus, thereis no reason that these refunds should
not be processed and paid. The Committee advised Central Board of Excise and Customs (CBEC)
and GSTN to quickly work out modalities for payment of these refunds and start the payment by
10.10.2017 and even earlier if possible. In line with this decision the Committee desired CBEC
and GSTN in association with Principal Chief Controller of Accounts (Pr. CCA) and Controller
Genera of Accounts of India(CGA) to chalk out an action plan to start payment of these refunds
positively by 10.10.2017.

For August 2017 and subsequent months, as GSTR-1 cannot befiled (because the cycle of GSTR-
1, GSTR-2 and GSTR-3 for previous month(s) is not complete), it is not possible to match the
supplies of the month with shipping bills and refund cannot be processed. The solution found was
for GSTN to make available only Table 6a of GSTR-1 of exporters with the details of zero rated
supplies electronically to the CBEC. Once such details are available, refunds can be processed
using GSTR-3B data with the Table 6a data. GSTN informed that they would be in a position to
provide this facility by 15.10.2017. The Committee recommends that refunds for August 2017
and subsequent months be processed accordingly till the time GSTR-1 is made available.

Based on the above broad approach to expediting the sanction of refunds of IGST, the following
timelines were agreed to for various sub-activities that were
identified as being necessary to ensure the flow of refunds latest by 10.10.2017:

A. Refund of IGST paid on export of goodsin July 2017 - To be sanctioned by Customs
Officers- Target date: 10.10.2017

Sl. No. Activity Action Target Date
Owner (Present Status)
1. | DG (Systems) will share with GSTN the | DG Systems, 25.09.2017
details of GSTIN numbers relating to CBEC (Compl eted)
exports made on payment of IGST
2. | GSTN would confirm the number of GSTN 28/29.09.2017
GSTINs who have dso filed GSTR 3B. (Datatestingisin
Then GSTR1 in respect of those entities progress)

who have filed GSTR1 and GST3B both
will be sent to DG Systems, CBEC

3. | ICES will enable scroll sanction of IGST | DG Systems, Before 10.10.2017
refund and scroll generation for cases where CBEC (WIP - likely date
GSTR-1 information matches with shipping 07.10.2017)

bill details. In cases of mismatch between
GSTR-1 and shipping bill, provison for
resolving conflict will be provided in ICES.

4. | Refund payments shall be made through | DG Systems, Before 10.10.2017
PFMS. Message exchange format used for | CBEC and
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RoSL scheme shall be used for IGST | Pr. CCA, (WIP - likely date
refunds also. Moddities for this shall be CBEC 07.10.2017)
finalised between DG Systems, CBEC and
Pr. CCA, CBEC and PFMS.

5. | One centralized DDO would be created to | JS Customs, 29.09.2017
process the payment bills. Further, stepsin CBEC (WIP—JS (Cus) has
this regard are: (1) procurement of digital given the details of
signature, (2) payment authority to DDO, officer to DG-Systems
(3) DDO to be assigned cross empowerment and CCA, CBEC.

(Rule 96), (4 SOP for duties and
responsibilities of DDO.

B. Refund of IGST paid on export of goodsin August 2017 and subsequent months - To
be processed and sanctioned by Customs officers

Sl. No. Activity Action Target Date
Owner (Present Status)
1. Implementation of processes to make GSTN 18.10.2017

available the 6A table of GSTR1 to DG
Systems, CBEC (Customs Team)

2. Once 1 above is done, the process settled for refunds of July exports as per (A)
above will be followed.

@ Refund of IGST paid on export of services/ suppliesto SEZs
(b) Refund of accumulated credit on export of goods/ services/ suppliesto SEZsunder
Bond/LUT

As noted earlier, the refund module is not available on GSTN. The expected timeline for such
module has been indicated by GSTN as end of November 2017. Since refunds cannot be held
back for long, the Committee recommends that refunds should be processed manually after
capturing relevant details electronically to the maximum extent possible. A pre-requisite is the
division of tax payers amongst States and Centre as well as cross-empowerment for purposes of
sanction of refunds

In this connection aroad map has been prepared for initiating manual processing of refund claims
by officers of Centra Government. This will also facilitate manual processing of refund claims
by State officers. The matter has been discussed in GST Implementation Committee dso and a
SOPinthisregard is being developed after which detailed guidelines can be issued in thisregard
by GST Council Secretariat.

The suggested roadmap for the manual processing of the said refund claimsis asfollows:

Refund of accumulated credit for export of goods/ export of services under bond/LUT,
refund of IGST paid on export of services on payment of IGST, refund of
IGST/accumulated ITC on supplies to SEZs - To be processed and sanctioned by
jurisdictional Central / State GST officers
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6.0

6.1

GST officers to sanction refunds

. No. Activity Action Target Date
Owner (Present Status)

1. | GSTN will make availablea utility formon GSTN 10.10.2017
websitefor refund claimant to make request (WIP, form RFD-01
for debiting their credit ledgers without annexuresis
(CGST/IGST/SGST/UTGST/CESS)  for being devel oped)
the refund amount being claimed by them.

2. | GSTN will also make available facility for GSTN 30.10.2017
GST officer to order re-credit in credit
ledgers indicated above for the amount of
refund rejected by him.

3. | GSTN and DG Systems (GST team) will | GSTN & DG 06.10.2017
finalize modalities for exchange of GSTR- Systems, (Data exchange has
1 and bridging gap of GSTR-3B being CBEC started. Compl ete data
received by CBEC GST system from will be available once
GSTN. connectivity issues are

resolved).

4. | ICESteamwill sharedetailsof SBsfiledby | DG Systems, 27.09.2017
GSTIN holders where EGM has been filed CBEC (Completed asfacility to
with GST System. This will enable GST check EGM status of a
officer verify whether EGM filed for Shipping Bill isavailable
exports for which refund is claimed. on ICEGATE website)

5. | GST application to enable processing of | DG Systems, Out of thethree
manual refund application filed by the GST CBEC components required for
supplier.  Timeline for this shal be processing the refund
indicated by GST Team of DG Systems. claimi.e. status of EGM

for the shipping hill,
GSTR-3B and GSTR-1,
first two are resolved and
availability of GSTR-1is
being worked out)

6. | Pr. CCA, CBEC will coordinate with CGA, Pr. CCA, Work in progress.
CAG, Budget Divison and Revenue CBEC
Headquarters to work out an accounting
procedure including settlement of funds
and to bring state accounting authorities on
board in this regard.

7. | Cross empowerment of State and Central GIC Under consideration

Working capital blockage due to payment of GST on inputs/ capital goods/ finished goods

for export
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of Customs (equivalent to Central Excise duty) was exempted on imports while Central Excise
duty was exempted on domestic sourcing. However, under GST, such supplies are subject to
IGST on imports and GST on domestic sourcing. Although exports are zero rated and exporter
can get back refund of taxes paid on inputs, the funds remain blocked for the production-refund
cycle which is estimated to be minimum 6 months.

In regard to the working capital blockage of merchant exporters who procure / aggregate fina
goods for exports, the Committee noted that pre-GST, merchant exporters could procure export
goods duty free under Rule 19 of Central Excise Rulesand Form-H procedure of VAT. However,
under GST, domestic suppliers can only supply on payment of GST to merchant exporter who
hasto then claim refund on exports. This has created need for additional working capital astaxes
need to be paid which get blocked for entire procurement-export-refund cycle.

The Committee recommends that capital blockage for exporters need to be avoided. In this
connection one option isto provide suitable exemption on imports, as was being availed pre-GST
by holders of AA/EPCG/100% EOUs and provide deemed export status for domestic suppliesto
such exporters.

For merchant exporters specificaly, one option was to have them pay minimal duty which does
not block their funds appreciably. This would require adequate safeguards to prevent |eakages.
The advantage of having such a provision would be that the supplier of goods shall be eligible
for refund of input tax credit on account of inverted duty structure.

During discussion, some of the members of States expressed reservation about this as this is
against the basic principle of GST regime of pay first and refund later. It is aso apprehended that
this would need physical controls, break credit chain and create arbitrage opportunities.

An alternative solution to the problem of blocked cash of all exporters that was proposed is to
create an “e-Wallet” facility outside GST system and provide virtual credits to exporters which
can be used by them to discharge their GST liability on inputs. Such credit can be directly used
by exporters to pay IGST on imports and transferred to their suppliers to discharge liability on
domestic supplies. The refunds on exports would be used to recharge the credit account.
However, the Committee could not readily ascertain the technical requirement and timeline to
implement this proposed solution.

The Committee recommends that either of these aforementioned options, which are detailed
below, may be considered.

OPTION-1: Exemption from IGST and Cess on imports + Deemed export and levy of

nominal GST for suppliesto merchant exporters

© For exporters earlier working under Advance Authorization (AA) /  Export
Promotion Capital Goods (EPCG) / 100% EOU schemes

- For procuring imported supply —

Grant exemption from payment of IGST and Cess under Section 6 of IGST Act, 2017
read with Section 25 of the Customs Act, 1962.
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(D)

For procuring domesticinward supply —

a Suppliesagainst (i) AA/ Advance Release Order (ARO) holder, (ii) EPCG/ARO
holder and (iii) EOU/ARO holder shall be naotified as deemed exports u/s 147 of
CGST/SGST Act andto alow refund of tax paid to the supplier of deemed export
supplies.

b. A mechanism would be put in place whereby the exporter having AA / EPCG
License or EOU status would identify the supplier from whom he would procure
goods and ARO would be issued in the name of supplier.

C. The existing monitoring mechanism for exports under these schemes would
continue.
d. In case of refund of IGST on such inter-state deemed export supplies, appropriate

settlement mechanism would be required to be put in place.

[Legal position: Under Section 54(1) of the CGST Act, 2017, any person
claiming refund of any tax paid by him may make an application before expiry of two
years from the relevant date in such form and manner as may be prescribed. The
Explanation to Section 54 explains that refund includes refund of tax on the supply of
goods regarded as deemed exports. As per Explanation (2) to Section 54, in the case of
supply of goods regarded as deemed exports where a refund of tax paid is available in
respect of goods, the time limit of two years shall run from the date on which the return
relating to such deemed exports is furnished.

The term “deemed exports” has been defined under Section 2(39) of the CGST Act, 2017
as supplies of goods as may be notified under Section 147 of the said Act. Under Section
147, the Government can, on the recommendations of the Council, notify certain supplies
of goods manufactured in India as deemed exports, where goods supplied do not leave
India, and payment for such suppliesisreceived either in Indian rupees or in convertible
foreign exchange.

Presently under Sub-rule 89(1) of the CGST Rules (Refunds), in respect of supplies
regarded as deemed exports, application for refund of taxes paid on such supplies is
required to be filed by the recipient of the deemed export supplies. This Rule shall be
amended to provide that the supplier who supplied goods to categories (i), (ii) or (iii) as
in (a) above, which shall be regarded as deemed exports, the application for refund shall
be filed by the supplier of deemed export supplies.

Rule 89(2) of the CGST Rules dealswith documentary requirementsfor claiming refund.
Clause (g) provides that in a case where the refund is on account of deemed exports, the
applicant has to furnish a statement containing the number and date of invoices along
with such other evidence as may be notified in this behalf. No change isrequired in this

regard.]

For Merchant Exporters
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a Supplies of goods for exports not requiring further processing to a registered
exporter (registered with Export Promotion Council and Commodity Boards)
shall be subject to payment of GST on reduced rate of 1% only.

b. Adequate safeguards such as requiring the export goods to be aggregated in
identified export warehouses etc. shall need to be put in place to prevent
leakages.

OPTION-2: e-Wallet

An e-Wallet would be created for exporters. A notional credit can be given in advance in the e-
Wallet of exporters on the basis of their past export performance and the exporters can use the
balances in e-Wallet to discharge the tax liability upfront and then adjust the credit against the
refund payable to him. The notional credit in the e-Wallet is like an advance refund, with the
restriction that this amount can only be used for payment of taxes and will get adjusted against
final payment of refunds. The amount of credit in the e-Wallet can be fine-tuned depending on
the ITC accumulation during the period being taken for processing of refunds. As and when the
refunds become prompt, the balances required to be credited in the e-Wallet can be progressively
reduced and ideally there should be no requirement for any such notional credit.

Thisfacility can be easily used for payment of IGST on imports. Depending on the average IGST
payable on imports for exports, the exporter can be given credit in this wallet. This will ensure
that thereis no additional burden of working capital.

However, unlike in the case of imports, taxes on domestic purchases has to be paid to the supplier
rather than to the Government and the tax paid by the exporter is only on the value addition.
Therefore, if the e-Wallet system allows atransfer of balances from one account to other and the
bal ances are allowed for payment of taxes, this problem can be addressed. In fact, if the e-Wallet
balances are allowed to be used only for payment of taxes, it will, more or less, ensure that
recipients transfer the balances only to the extent of taxes. Once transfer is allowed, the total
working capita requirement in the eco-system will get reduced by the amount of the notional
credit given in the e-Wallets.

The biggest advantage of this system would be that it is completely transparent and not amenable
to misuse. It does not touch with the overall GST model adopted in the law. While the seamless
flow of credit is not blocked at any stage, in addition, there is no rate arbitrage created at any
stage. Since there is no rate arbitrage created by this model, tax authorities are not required to
check on regular basis, an especially at the time of giving refunds, whether inputs were actually
used for exports or not. All that is required is to have a direct correlation between the refund
payable to the exporter and the time taken in giving such refunds. One other advantage is that the
formula to be adopted would be uniform for all exporters and would, thus, be fair and without
bias. Once there is aformula, the credits will be objective and refunds will be seamless without
the requirement on part of the exporter to show what inputs went for exports and what did not.

Various accounting treatments are possible for this proposed system. However, since the credit
in the e-wallet islike an advance refund, the credit in the wallet can be matched by an equivalent
debit in the “deduct — refund” head under the relevant tax head and a credit in suspense head in
Public Account. Transfer of balance from wallet of one taxpayer to the other taxpayer need not
be accounted by the Government and only needsto be accounted by the e-Wallet system. Finally,
when the balance is used for payment of tax, it can be debited in the eWallet and credited to the
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cash ledger/tax head debiting the suspense head in Public Account. Alternatively, no entry may
be made when the notional credit is given. However, when the taxpayer makes the payment from
the e-Wallet, the tax head may be credited with a matching debit entry in the suspense head in
Public Account. This may be set-off when the refund isactually given adjusting against the credit
given in the e-wallet account.

Ideally the implementation of e-Wallet system should be kept out of the purview of GSTN and
the credit from e-Wallet system should be one of the mechanisms to deposit tax into the cash
ledger of GST payers. In this regard, agencies like NSDL or, preferably, NPCI, that are already
running a far more sophisticated system would be ideal candidates for this kind of system.

Looking forward, such a system can work as a mechanism not only for exporters but can work
asan enginefor variousincentivesthat Governmentswould liketo give. This can work acommon
solution for the problem currently being faced with respect to export scrips aswell and in future,
scrips can be issued as credit into the same e-Wallet system, only difference would be that they
would not berolling in nature.

I ncreased transaction cost dueto requirement of bond/letter of undertaking for all exports
and need for bank guaranteein certain cases

Insistence on bond and bank guarantee from exporters not eligible for furnish Letter of
Undertaking (LUT) is leading to increase in transaction cost. In pre-GST regime, service
exporters as well as merchant exporters were not required to execute any bond/LUT except for
the exporters registered with Central Excise.

The Committee noted that in terms of Section 16 of IGST Act, 2017 zero rated supplies can 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 the
requirement of Bank guaranteeis part of safeguards and conditions. Accordingly, the Committee
advises doing away with bond as well bank guarantee and prescribe only LUT subject to certain
safeguards. This suggestion was examined by the GIC and a notification in this regard is being
issued.

Reduced re-usability of duty credit scrips

The Committee noted that pre-GST, duty credit scripsissued asincentivesto exporters by DGFT
could be used for debiting Customs duty as well as Additional Custom Duty on imports and
Central Exciseduty and Service TAX on domestic procurement. However, post GST, these scrips
can be used only for Basic Customs Duty. This has reduced the utility of scrips and their sale
value has come down. DGFT suggested that a solution could be to alow the use of the scripsto
pay GST.

The Committee found that DGFT’s proposal to allow use of scrips to debit GST was not
acceptable. Therefore, the Committee recommends that GST rate on sale-purchase of duty credit
scrips be reduced from 5% to Nil. However. if option of e-Wallet is adopted, even MEIS scrip
can be deposited in e-Wallet in which case this concession may not be necessary

Denial of provisional refundsto specified categories of exporters
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9.2

9.3

10.0

101
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GST Council had in its meeting on 09.09.2017 desired the Committee to examine the proposal
placed before it vide Agenda Item 5(i) to debar (a) new exportersi.e. those exporters who have
obtained registration under CGST/SGST/existing law within 6 months of applying for refunds
and (b) exporters who fail to furnish returns for 3 consecutive tax periodsimmediately preceding
the date of application of refund from the grant of provisiona refund.

The Committee was of the view that with exports already sluggish, the attempt should be to
encourage exports especialy by new exporters of start-ups. Further, in their case too, the refund
is aligned to the factum of export which is necessarily to be established before granting exports.
Thus, the Committee was of the view that denia of provisiona refund to genuine new exporters
would send a wrong message. In conclusion, the Committee recommends that the identified
category of new exporters must not be denied provisional refund.

As regards denial of provisional refund to exporters who fail to furnish returnsfor 3 consecutive
tax periodsimmediately preceding the date of application of refund, one view was that non-filing
of even one return should disqualify the exporter from grant of provisional refund. However, it
was seen that the grant of refund itself envisages the completion of the return cycle so thereisno
need to make a specific exclusion. Moreover, any negative observation at this juncture would not
be good for exporters. Therefore, the Committee recommendsthat this proposal be not proceeded
with.

GST on bunker fuel supplied to foreign going vessals

The Committee noted that high rate of GST on bunker fuel supplied to foreign going vessels
making India less competitive vis a viz its neighbouring countries and it is reported by ail
marketing companies that business is shifting to countrieslike Si Lanka.

The Committee recommends that GST rate on bunker fuel be reduced to flat 5% for all vessels —
whether on foreign run or on costal run. This will encourage costal shipping and would also
obviate the administrative problems of monitoring the end use.

* k%
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Annexure A

M ember s of the Committee on Exports

[Congtituted vide OM F.No0.157/Committee-6/Exports/2017 dated 12.09.2017, as amended]

S.No. Name, Designation & Organization
1. Dr.Hasmukh Adhia, Revenue Secretary Convenor
From Central Government Side
2. Ms. VangjaN. Sarna, Chairperson, CBEC Member
3. Shri P.K. Das, Member Customs, CBEC Member
4, Shri Alok Chaturvedi, Director General, Member
Director General of Foreign Trade
5. Shri Arun Goyal, Additional Secretary, Member
GST Council Secretariat
6. Shri Sandeep M. Bhatnagar, Director General, Member-
Directorate Genera of Export Promotion, CBEC Secretary
From State Government Side
7. Dr. P.D. Vaghela, Commissioner of Commercial Taxes, Member
Government of Gujarat
8. Shri Rajiv Jalota, Commissioner of Sales Tax, Member
Government of Maharashtra
0. Shri Ritvik Ranjanam Pandey, Commissioner of Member
Commercia Taxes, Government of Karnataka
10. Shri Mukesh Kumar Meshram, Commissioner of Member
Commercia Taxes, Government of Uttar Pradesh
11. Ms. Smaraki Mahapatra, Commissioner of Commercial Member
Taxes, Government of West Bengal
12. Shri M. Bagji, Joint Commissioner of Commercial Taxes, Member
Government of Tamil Nadu
Co-opted Members
13. | Commissioner (GST Policy), CBEC Specid Invitee
14. | Joint Secretary (Customs), CBEC Special Invitee
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Agenda Note 6: |ssuesfor consider ation for relief to Small Taxpayers

Agenda ltem 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 J & K)toRs. 1 Crore; and not taxing the exempt supplies made by a composition dealer

A: Increasein turnover Limit

Section 10 of the Central Goods and Services Tax Act, 2017 (CGST Act) contain provisions for
composition scheme under GST. Proviso to sub-section (1) of section 10 provides that the Government
may, by notification, increase the limit of fifty lakh rupees to such higher amount, not exceeding one
crore rupees, as may be recommended by the Council.

2. In the 16" and 17" meeting of the GST Council (hereinafter referred to as 'the Council’) held on
11 June, 2017 and 18 June, 2017 respectively, it was decided that since the rates under the Composition
scheme could not be changed, the annual turnover threshold could be kept at Rs. 75 lakh for all registered
persons eligible for the scheme in all States. Accordingly, Notification No. 8/2017-Central Tax dated 27
June, 2017 was issued increasing the annual turnover threshold for composition scheme to Rs. 75 lakh
from Rs. 50 lakh for all registered persons registered in any State except states of Arunacha Pradesh,
Assam, Manipur, Meghalaya, Mizoram, Nagaland, Sikkim, Tripura and Himachal Pradesh. Thus the
present composition limit is Rs. 50 lakh for persons registered in these nine States and in all other States
including UTsthelimit isRs. 75 lakh.

3. In this regard various representations have been received to increase the vertical ambit of the
scheme by making it available to larger number of taxpayers. As such the Composition Scheme is
primarily to ease compliance burden for small dealers, with turnover above the threshold exemption limit.
It essentially provides for a turnover tax regime for such dealers, with facility for filing of return on
quarterly basis [instead of monthly return by the normal dealers]. So, to increase its expanse vertically it
is proposed that the aggregate annual turnover threshold for availing the compasition scheme may be
increased from the present Rs. 75 lakh to Rs. 1 Crore (the maximum permissible in the CGST Act). The
increase in the turnover threshold will make it possible for greater number of taxpayers to come within
its fold and avail the facility of easy compliance. This will not only reduce the compliance burden on
small scale sector but will also provide some relief to the system on account of overloading due to huge
expanse of taxpayers liable to file monthly returns.

4, There are some tax-payers whose aggregate turnover is above Rs. 75 lakh but below Rs. 1 Crore.
There is a demand from such tax-payers to increase the limit under the composition scheme from a
retrospective date. It may be clarified that, on examination of the provisions of the CGST laws and rules,
it has been found that it would not be possible to provide such benefit from a retrospective date (i.e. from
the 1st of July, 2017). Thiswould require a change in the law, which may not be possible at this point of
time.

5. Therefore, it is further proposed that in order to ensure maximum benefit and reach of such
increased limit, the facility of availing of such increased limit may be extended up to 31/03/2018 by the
Council. This facility may be extended to both the migrated as well as new tax-payers and will become
valid fromthefirst day of the subsequent month in which the option to migrate to the composition scheme
has been exercised by the tax-payer.

6. It is proposed that the Council may approve increasing the aggregate annual turnover threshold
under composition scheme from existing Rs. 75 lakh to Rs. 1 Crore. Also, the Council may discuss
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whether any such increase is to be enabled for those States which presently have aggregate annual
turnover threshold under composition scheme of Rs. 50 lakh.

B: Exclusion of Exempted Turnover

7. It is further submitted that representations have been received to exclude the value of exempt
supplies from the aggregate turnover on which the Composition deal er has to pay afixed percentage in
lieu of tax. The Composition Scheme is primarily to ease compliance burden for small taxpayers, with
turnover above the threshold exemption limit. It essentially provides for a turnover tax regime for such
taxpayers, with facility for filing of return on quarterly basis [instead of monthly return by the normal
taxpayers]. However, the Composition Scheme, in its present form, has the following major limitations:

@ A taxpayer making inter-State supplies cannot opt for the Composition Scheme;

(b) A taxpayer who has opted for the Composition Scheme, shall pay [in lieu of tax payable by him]
an amount equal to 1%, 2.5% or 0.5% of histurnover in State or turnover in aUnion Territory, including
the turnover of exempt supplies made by him;

(@) A Composition taxpayer being a registered taxpayer shall pay tax under reverse charge on
supplies received by him from an unregistered person.

Asaresult, the Composition Levy Scheme has not been as popular as expected, whichinturnislikely to
affect MSME sector adversdly.

8. Thelimitations of the Composition Scheme, as mentioned at 7(a) and 7(c) above, are linked with
the basic structure of the GST. However, the limitation mentioned at 7(b) above [that is a Composition
dealer has to pay amount on his total turnover, including that of exempt supplies], may be addressed
without compromising any such basic features of GST by prescribing nil rate on exempted supplies of
the turnover in a State/UT.

9. The issue was discussed in the Fitment Committee meeting held on 02.10.2017, wherein it was
recommended that Nil rate may be extended to manufacturers and traders only, but not to persons engaged
in supply, by way of or as part of any service or in any other manner whatsoever, of goods, being food or
any other article for human consumption or drink (other than alcoholic liquor for human consumption)
where such supply or service isfor cash, deferred payment or other valuable consideration [restaurants].
The Fitment Committee was of the view that it would not be advisable to extend Nil rate to such persons
[restaurants], as supplies made by the restaurants are treated as supply of services, which istaxed at 12%
or 18%, as the case may be, and as such no supply made by them is exempt [para 6(b) of Schedule Il of
the CGST Act]. Further, it has aso been recommended that the said concession would be subject to the
condition that the composition dealer maintains separate accounts for exempted supplies and taxable
supplies.

10. The proposal at para4, 5, 6 and 9 above are placed for consideration of the Council.
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Agenda ltem 6(ii) — Proposal for quarterly filing of returns along with quarterly payment of taxes
by taxpayer s having annual turnover upto Rs. 1.5 Crore

One of the key sectors of the Indian economy is the Medium and Small-Scale sector (MSME)
that is considered to be its backbone. It is one of the biggest contributors towards the employment
generation in the country and plays a pivotal role in shaping the export performance of the country. Till
now, this sector has been dealt with soft gloves with differential treatment being accorded to it in both
Central Excise and VAT regimes. High threshold for exemption under Central Excise coupled with
quarterly filing of returns under VAT had provided them a cocoon of easy compliance matrix in which
they could thrive. But under GST this protection is not available with no special or differential treatment
being accorded to this sector. It must be realized that small taxpayers do not have the wherewithal to deal
with the compliance matrix that has evolved in GST and to ask them to comply on the similar lines asthe
large taxpayers is proving to be unfair. This one size fit al policy has not worked wonders where the
sample population comprises of heterogeneous groups with different set of capabilities and capacities.

2. One of the key concerns of the MSME sector is regarding the requirement for monthly filing of
returns and that also in a staggered manner spread over a period of 20 days. It is submitted that, ease of
compliance and tax payment mechanism is one of the key barometers of the “Ease of doing Business”.
Filing of returns by the taxpayers is one of the key parameters that determine the perception of the
taxpayer about the compliance mechanism of tax administration. It should not be so complex that the
taxpayers find it very difficult to comply with the onerous requirements of tax compliance. It has been
well experienced and documented that simpler the process of tax compliance, greater is the level of
compliance among the taxpayers. The requirement of filing of monthly returns by the small taxpayers
seems to be an onerous task and would tremendously increase the compliance cost for them. Further the
fact that in GST thereisonly e-filing of the returns, casts a greater burden on the small taxpayers who do
not have the wherewithal to deal with electronic compliance ecosystem. So, there is a heed to look at
other aternativesin order to mitigate the compliance cost for MSMEs.

3. There is a desideratum to introduce quarterly tax returns for such taxpayers aong with quarterly
payment of taxes under GST. This step will go along way in providing relief to the taxpayers from the
onerous responsibility of filing monthly returns. Along with the quarterly return and payment thereis a
crucia requirement that the Input tax credit on account of the purchases made from such small taxpayers
will be available to the recipient on quarterly basis. This will also substantially reduce the stress on IT
system.

4. In order to conceive and implement such a scheme for small taxpayers, Section 148 of the Central
Goods and Services Tax Act, 2017 (CGST Act), would be required to be brought into play. Section 148
provides that, “the Government may, on the recommendations of the Council, and subject to such
conditions and safeguards as may be prescribed, notify certain classes of registered persons, and the
special proceduresto be followed by such persons including those with regard to registration, furnishing
of return, payment of tax and administration of such persons.”

5. It is proposed that the Council may accord in principle approval to the proposal for quarterly
filing of returns (GSTR- 1, 2 & 3) along with quarterly payment of taxes by taxpayers having annual
turnover upto Rs. 1.5 Crore in the previous year. The ITC to the buyers from such taxpayers would aso
be available on quarterly basis. The taxpayers having annua turnover of more than Rs. 1.5 crore would
continueto file monthly returns (GSTR- 1, 2 & 3) along with monthly payment of taxes. Further the GIC
may be authorised to approve the changesin the CGST / SGST Rules required to implement this proposal
as recommended by the Law Committee.
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Agendaltem 6(iii) — Proposal for suspension of application of provisionsof sub-section (4) of section
9till 31March, 2018

The introduction of reverse charge mechanism (RCM) under sub-section (4) of section 9 of the Central
Goods and Services Tax Act, 2017 (CGST Act) has been criticized by trade and industry as one of the
most painful provision of the GST regime. Sub-section (4) of section 9 of the CGST Act provides that,
“the central tax in respect of the supply of taxable goods or services or both by a supplier, who is not
registered, to a registered person shall be paid by such person on reverse charge basis as the recipient
and all the provisions of this Act shall apply to such recipient asif he isthe person liable for paying the
tax in relation to the supply of such goods or services or both”.

2. The complexity associated with this provision is gargantuan as any registered person purchasing
any goods or servicesfrom an unregistered supplier isliableto pay GST on such supply on reverse charge
basis. This not only increases the compliance cost for the registered recipient but, aso indirectly,
negatively impacts the supply of such unregistered supplier. Because of the negative compliance
attributed to such provision the registered recipient is shy of purchasing goods or services from an
unregistered supplier that impactstheir business negatively. Further, the objective of exemption threshold
from the purview of registration and concomitant taxability, which has been provided to small suppliers,
gets defeated on account of this provision. Also, the concept of reverse charge itself is new for large
number of taxpayers and it would be worthwhile to provide them adequate time to adjust to the
requirements of new system.

3. The pains brought with this provision was sought to be reduced by granting exemption, vide
notification no. 8/2017- Central Tax (Rate) dated 28" June, 2017, to intra-state supplies of goods or
services or both received by aregistered person from any unregistered supplier where the aggregate value
of such suppliesfrom any or all the unregistered suppliers does not exceed five thousand rupeesin a day.
Yet another beneficia provision is 2™ proviso to Rule 46 of the CGST Rules, 2017 that provides for
issuance of aconsolidated invoice at the end of month. In spite of these provisions, the trade and industry
has been crying hoarse against this provision.

4, While it is true that this provision is a good step towards increasing the tax base of the country
and formalization of the economy yet it needs to be appreciated that GST itself is avery transformative
and disruptive reform that will take time to stabilize. So, this provision may be considered for re-
introduction subsequently, once the system stabilizes, in order to reap the benefits associated with this
provision.

5. Further, it needs to be appreciated that this provision is leading to various un-intended
consequences which isnot in the interest of the small and medium industry sector. A huge portion of the
Indian economy consists of the small and unorganized sector. Asaresult of thisprovision, thereisamove
of purchases of registered entities away from the unregistered entitiesto the registered entities. Thereason
could betheincreasein compliance cost for theregistered entities. Any bias against the small unregistered
entities would not augur well for the Indian Economy at large. Moreover, this provision is making the
threshold limit irredlevant. Under current provisions, tax is being collected even on those supplies which
are below the exemption limit. Though this is the intent of law, but this is taking away the competitive
edge of the small entities. Sometime might be required by the small entities to come to terms with the
new tax landscape. Another consequence of this provision is that purchases by registered entities like
Educational Ingtitutions / Religious Institutions, the major portion of whose output services are exempt
and whose inputs are mostly from the small entities, comes under the ambit of taxation, as it would fall
under reverse charge under section 9(4) of the CGST Act, 2017.
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6. It is proposed that the Council may approve the proposa for suspension of application of
provisions of sub-section (4) of section 9 till 31% March, 2018 so that the trade and industry getstime to
acclimatize itself with the GST system and its compliance matrix gets stabilized.
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Agenda Item 6(iv) — Proposal for deciding the date for the operationalization of provisions of
nationwide e-way bill

The provisions relating to e-way bill as codified in Rule 138 to Rule 138D of the Central Goods
and Services Tax Rules, 2017 have been notified through Notification No.27 /2017 — Central Tax dated
30™ August, 2017. These provisions would come into force from a date to be notified. The generation of
the e-way bill is completely electronic and the same has to be generated on common portal namely
www.gst.gov.in by the registered person or by unregistered person or by transporter, as the case may be.

2. The working of the porta has been under scrutiny and at present it appears that the focus of the
portal and GSTN should be to smoothen the glitches in the return filing process along with enabling the
availability of various formsthat are required for the smooth implementation of GST. Loading the porta
with the additional burden of generation of e-way hill at this juncture might be counter-productive.
Another aspect that needs to be realized is that the internet penetration in various parts of the country is
not similar and in certain areas the challenge of internet connectivity might be an issue. The introduction
of e-way bill system would require availability of electricity and internet at the time of movement of
goods as they cannot be moved unless an e-way bill is not generated. Besides, the development of the
module as well as its pilot testing is crucial to ascertain its stability and robustness before it is
implemented. Further, the testing of software for nationwide e-way bill being developed by NIC islikely
to take one more month. Besides these, the taxpayers are already facing challenges in complying with the
existent compliance matrix and overloading them with any such measure simultaneously might only
increase their dissatisfaction with the system.

3. Good and Services Tax is considered to be the biggest indirect tax reform that will transform the
Indian economic landscape. Thistectonic shift in the indirect tax system has the potential to boost Indian
economy into a growth trajectory hitherto unprecedented. But alongside being a transformative reform
with disruptive tendencies, taxpayers will take time to familiarize themselves with the compliance
ecosystem of GST.

4. Keeping in view these points, the Council may decide about the date of operationalization of
provisions of nationwide e-way bill.
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Agenda ltem 7: Issuesrecommended by Fitment Committee for consideration of the GST Council

Agendaltem 7 (i) — GST Ratein respect of gover nment wor ks contr act services having high labour
content

Most of the works contract services provided to Government, Governmental Authority etc. attract
12% GST. In the service tax regime, the service component of works-contract services to government,
governmental authority was exempted from service tax. However, there were embedded taxes on inputs,
input services and capital goods, (excise duty, service tax, VAT). Furthermore, most of the States levied
VAT under composition scheme ranging from about 1% to 5%. As thiswas composition scheme, credit
of VAT paid on goods was not allowed.

2. In the initial meetings of Fitment Committee, it was decided to withdraw this service tax
exemption because it was felt that it was not possible to segregate the value of services from goods and
also because Stateslevied VAT on the goods portion. Works contract was subject to both service tax and
VAT inthe pre GST regime as permitted by Article 366 (29A) (b) of the Congtitution. However, under
the GST regime, works contract has been treated as a supply of service under Schedule Il of the GST Act
(Para6(a). It was for this reason that on the recommendation of the Fitment Committee, GST Council
decided to levy GST @ 18% on works contract service provided to Government, local authority and
Governmental authorities. (The cumulative headline and embedded taxes in the pre-GST regime in
respect of works contract service to Government, Governmental Authority etc. was found to be closer to
18% in spite of the service tax exemption.)

3. In the subsequent GST meetings, many of the State Governments felt that levying tax @ 18% on
works contract service supplied to Government etc. was more than the cumulative burden of the headline
taxes and embedded taxes in the pre GST regime. Therefore, it was decided to reduce the rates of GST
on Government works contract to 12% even in respect of those works contract which were not exempted
from service tax as on 30 June, 2017. Subsequently, requests have been made by some States to levy a
tax of 5% on those works contracts where there is predominantly labour component and the material
component is less than 25%. This request was discussed at length in the 21% GST Council Meeting held
in Hyderabad on 9 September 2017. Towards this end, Government of Telangana also circulated a
booklet on GST implications on Government works contracts.

Examination

4, The details of various kinds of works provided by the Telangana State Government have been
examined. There are broadly eight categories of works contract services having varying content of labour
and materials. Whilein the category of Irrigation and CAD i.e. canal works, the effective GST rate seems
to have gone down vis-a-vis the pre GST rate, the effective GST rate for another category of Irrigation &
CAD (Earth Works) has gone up by about 11% [Component of earth work in this work contract as
reported by Telanganais 95%.]. Inall other categories, namely, Irrigation and CAD [Electro mechanical
Works, Dams and Barrages, Drinking Water Supply Scheme etc.), the incidence in the GST regime is
less than the cumulative incidence of headline-and embedded taxesin pre GST regime.

5. Asfar asother categories of works contract are concerned, for instance, irrigation and CAD (dams
and barrages), Drinking Water Supply Scheme/ Mission etc. the effective GST rate appears to be less
than the pre GST rate. In fact, in the following category of works, 12% GST rate may lead to a Situation
to giverefunds: -

a) Roads and Buildings
b) Road Renewals
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c) Bridge Works

6. Furthermore, a communication has been received from 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. However, if thelabour is supplied by the manpower supplier, then the GST rate for contracts
involving material component less than 25%, should be 12%.

7. Analysis of the data submitted by the Government of Telanganarevealsthat even in canal works,
incidence of tax inthe GST regime islessthan what it wasin the pre GST regime and in the case of roads
and buildings, bridge works even the 12% GST rate would merit refund. (Calculation sheet is circulated

separately).

8. The agenda note was circulated to the Fitment Committee by email on 27 September 2017 seeking
comments, if any, by 29 September 2017. No comments have been received in this regard so far.

Proposal

0. In view of the above, it is proposed that 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 Central Government, State Governments, local authority or a governmental authority may be
reduced to 5%. [If the agenda note for extending the reduced rate on specified works contract servicesto
Central Government, State Government, local authority or Governmental authority to a “Government
Entity” is approved, reduced rate on works contract service covered by this proposal would also be
available to Government entity.]
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Agenda ltem 7 (ii) — Definition of Governmental Authority and GST on Gover nment Grants

The issue of works contract services provided to Governmental Authority was raised in the last
GST Council meeting by Gujarat and was al so discussed at length in the Meeting of the 21 GST Council
on 9 September, 2017. The Statesfelt 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. Reference to authorities entrusted with the functions assigned to Panchayat under
Article 243G of the Consgtitution 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%.

2. IGST Act, 2017 has defined the expression Governmental Authority as follows:
“Governmental Authority means an authority or a board or any other body

i) set up by an Act of Parliament or a Sate Legidature or
i) established by any Government,

with ninety per cent. 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.

Thisdefinitionisin respect of non-taxable online recipient of servicesfrom across the border. It has been
defined under Section 2(16) of the IGST Act that “non-taxable online recipient means any Government,
Local Authority, Governmental Authority ..................” Under GST a notification exempting certain
services has been issued wherein Governmental Authority has been given the same meaning as assigned
in the IGST Act [Para 2(zf) of notification No. 12/2017 —Central Tax (Rates).] Another notification
prescribing various rates of services under GST has aso been issued [notification No. 11/2017-Central
Tax (Rates)]. By implication, the same definition of Governmental Authority is applicable in respect of
services provided to works contract services provided to Governmental Authority.

3. Some States raised other issues with regard to definition of Governmental Authority. One of the
States was of the view that there should be no restriction of 90% of equity participation by Government;
any authority with 51% or more Government equity should be considered a Governmental Authority.
Governmental Authority should include all corporations, boards, statutory bodies which receive
budgetary grants. SPV's set up by Governments for carrying out Government Construction Works should
also be covered in the definition of Governmental Authority. The Hon’ble Union Finance Minister
observed that definition of Governmental Authority should be strict and narrow so as to cover entities
which are purely government in nature. Intention is not to exempt goods or services supplied by or to
public sector units, which are expected to pay taxes on their purchases and output. It was decided by the
Council that the issue of definition of Governmental Authority should be examined by the Fitment
Committee to which a recommendation on the issue has been sent by Law Committee.

Recommendation of the Law Committee to Fitment Committee

4. Law Committee has recommended that:
(i) Definition of Governmental Authority in notification No. 12/2017-CT may be amended 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 Gover nment,
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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) Entry at 9. No. 5 of naotification No. 12/2017-CT (Rate) dated 28.06.2017 may be amended along the
lines of entry at S. No. 4 to include services provided by Central Government, State Government, Union
territory and local authority in addition to those provided by governmental authority.

Comments of TRU

5. As has been informed by States that there are bodies/authorities constituted to exclusively carry
out functions entrusted to a Panchayat under Article 243 G of the Constitution, definition of
Governmental Authority in notification No. 12/2017-CT dated 28.06.2017 and corresponding IGST,
UTGST and SGST natifications may be amended as recommended by the Law Committee subject to
vetting by the Union Ministry of Law. The same definition may also be 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.

6. 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 covers al corporations, boards, statutory bodies, SPV's which meet other requirements of the
definition. Therefore, no amendment needs to be carried out in the definition on this count.

7. As regards the proposal to consider al authorities with 51% or more Govt. equity as
Governmental Authority, it needsto be stated that benefit of tax exemptions from the Service Tax regime
has been intended for bodies essentially governmental in nature, carrying out sovereign functions, and
having no or little private equity. Extending 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. Therefore, the requirement of 90% or more participation of Government by way
of equity or control should not be diluted.

8. 9. No. 4 and 5 of notification No. 12/2017-CT (Rate) dated 28.06.2017 presently, read as under:
Sl. Chapter, Description of Services Rate Condition
No. Section, (per cent.)
Heading,
Group or
Service Code
(Tariff)
4 Chapter 99 Services by Centra Government, | Nil Nil
State Government, Union

territory, local authority or
governmental authority by way of
any activity in relation to any
function  entrussed to a
municipality under article 243 W
of the Congtitution.

5 Chapter 99 Services by a governmental | Nil Nil
authority by way of any activity in
relation to any function entrusted
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to a Panchayat under article 243G
of the Congtitution.

8.1 Words “Central Government, State Government, Union territory, local authority” appear to have
been omitted from Sl. No. 5 of the notification inadvertently. Corresponding Service Tax exemption
[Notification No. 25/2012-ST, SlI. No. 60 dated 20.06.2012] covered services provided by Central
Government, State Government, Union territory, local authority aswell as governmental authority. Entry
at 9. No. 5 of notification No. 12/2017-CT (Rate) dated 28.06.2017 and corresponding IGST, UTGST
and SGST notifications may be amended as recommended by the Law committee.

9. An incidental amendment, connected with reduction in GST rate on specified works contract
services, is required to be carried out in para 2 of notification No. 11/2017-CT dated 28.06.2017 and
corresponding IGST, UTGST and SGST notifications. The said para 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 lessthe
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 seria 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 Y ojana. It is proposed that
provision in para 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)], 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.

10. The word “Government” appearing in column (3) of the entry at item (iii) against seria 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”. 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. Corresponding IGST, UTGST and SGST notifications may also be amended accordingly.

. GST on Government Grants

Law Committee has recommended that grants given by Central Government, Siate Gover nment
or alocal authority to a government entity which is set up by an Act of Parliament or State Legidature,
or established by any government with ninety per cent or more participation by way of equity or control,
may be exempt under GST law.

Commentsof TRU

2. It has been stated in the proposal part of the law committee recommendation that “Gover nment
of Gujarat has set up various Boards/ Corporations/ Societiesd Institutes to implement various
schemes of the Government and to carry out functions on its behalf. Examples of such entities
are Gujarat Medical Services Corporation Limited (GMSCL), Gujarat Rural Industries
Marketing Corporation (GRIMCO), Gujarat Municipal Finance Board (GMFB) etc.
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Government provides budgetary grantsto these entitieswhich in turn carry out allotted functions

using these grants.”

“In transfer of budgetary grants by Government to these entities, it can be argued that the
transfer isnot solely a transfer of money as Gover nment is expecting the entity to perform certain
activities on its behalf. It is highlighted that business has been defined in very broad terms in
Section 2(17) of the Acts ibid and includes any trade, commerce, manufacture, profession,
vocation, adventure, wager or any other similar activity, whether or notitisfor pecuniary benefit.
It also includes an activity or transaction undertaken by the Central Government, a Sate
Government or any local authority in which they are engaged as public authorities.”

3. In view of the above, it is clear that grants given by the Central Government, State Government
or alocal authority to a government entity which is set up by an Act of Parliament or State Legidature,
or established by any government with ninety per cent or more participation by way of equity or control,
against certain goods or servicesto be supplied by such entities to the government would be taxable. This
is also the view of the Law Committee and hence the recommendation to exempt supply of such grants.

4, Since the request is to treat grants given to Boards' Corporations Societies/ Ingtitutes etc., as
exempt supply, the recommendation of the Law Committee may be accepted with the following
modifications highlighted in bold.

@ 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 whichis, -

) set up by an Act of Parliament or Sate Legidlature, or

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

5. In addition, it is also proposed that the reduced rate of 12% on specified works contract services
supplied to the Centra 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.

[1. Section 142 (11) (b) of GST Act

It has been stated by the Law Committee that as per section 142 (11) (b) of GST Act,
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. Thus, for on-going works contract, section 13 shall not be applicable in case where
services are provided before 30" June and bill is issued after 1% July, 2017 i.e. in GST regime.
The Fitment committee may examine exempting the same.

Comments of TRU

Under Service Tax, point of taxation arose at the time of the earlier of the 2 events, time of issue
of invoice or receipt of advance; if invoice was not issued within the prescribed time limit, then POT was
date of completion of service. Ongoing works contract services is a kind of continuous service, which
was defined in Service Tax law (POTR) and in CGST Act. A harmonious construction of these provisions
enables us to reach a conclusion that GST would not be leviable on that portion of an ongoing works
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contract, where service tax was leviable in accordance with the then Point of Taxation Rules. There does
not appear to be any need for any exemption from GST. Thisiswhat section 142 (11) (b) of the
CGST seeksto achieve.

Examination by Fitment Committee:

The agenda note with the above proposal s was circul ated to the Fitment Committee by email on 25™
September 2017 seeking comments, if any, by 27 September 2017. Comments have been received from West
Bengal with regard to the agenda point III above. It has been stated that “since there seems to be confusion
and the law committee felt that an exemption is required and the fitment committee feelsit is self-evident, a
clarification should be issued to lay the issue to rest.”

Proposal

l. For definition of Govt. authority:

(i) Definition of Governmental Authority in notification No. 12/2017-CT and corresponding 1GST,
UTGST and SGST noatifications may be amended 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 Legidlature 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 may also be included in the naotification 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 9. No. 5 of notification No. 12/2017-CT (Rate) dated 28.06.2017 may be amended along the
lines of entry at 9. 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 be amended as well.

(iv) provision in para 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)], 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) againgt 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 aso be amended accordingly.

. Exemption from GST on Government grants

(1) 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 whichis, -
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(1) set up by an Act of Parliament or Sate Legidature, or

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

(i) 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.
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Agenda ltem 7 (iii) — Rate of tax on car leasing, sale of leased cars, sale of old & used cars and

r ever se char ge mechanism on sale of used /seized vehicles, scrap etc by gover nment departments

. Issue:

A number of references have been received in the Ministry from the car leasing industry requesting for
the following -

1

CGST rate for ongoing leases for vehicles purchased and leased prior to 1.7.2017 to be fixed at
NIL, or Rate of Tax applicable to ongoing leases be lower compared to new |eases.

Rate of credit allowable with respect to CGST should be increased from 40% to 70% since excise
duty has been discharged at 24-27%, in absence of an invoice. Alternatively, at the end of Rule
1(3)(a)(i) of transitional provisions rules, following proviso should be added:

"Provided that goods lying with customers, given on lease, shall be considered as goods held in
stock of registered person. Further, limitation period of 1 year with respect to date of invoice will
not be applicable in such case."

Rules relating to tax invoice be amended to add "any person €ligible to take ITC" or add name/

address/ GSTIN or UIN of person digible to take ITC.

Amend rules suitably to give effect that |ease rental with respect to existing leases and subsequent
sale of motor vehicle (post termination of lease period) will not be subjected to levy of
Compensation Cess.

B. Justification given by leasing industry:

Leasing was considered deemed sale in Pre-GST regime and charged to State VAT for which ITC
was available. Excise duty was not allowed as ITC since leasing did not attract Service Tax. Thus,
Excise Duty paid on purchase of motor vehicles was a cost for leasing companies. In GST, leasing
will constitute supply of services and taxable at same rate as that on cars including compensation
cessi.e 29%, 31%, 45%, 48% or 50% depending on category of car. For existing leases, vehicles
have suffered excise duty and VAT on input side and were liableto VAT on output side. In GST
they will be liable to GST + Cess without any credit of the excise duty already paid. Thus, there
will be double taxation.

Transition provision for availing ITC [S (140(2)] does not cover this situation since motor vehicles
are capital assets for lessor and in possession of lessee and therefore cannot be said to be held in
stock of registered person. Further purchase invoices do not show Excise Duty separately as dealer
had no obligation to do so earlier.

For motor vehicles, dealers issue invoice addressed primarily to lessee, with leasing company's
name and registration number appearing as well.

Compensation cess is to provide for loss of revenue to the states arising on account of
implementation of GST. Since with respect to leases entered prior to appointed date, the taxable
event has aready happened and company has aready discharged taxes under existing regime,
accordingly it can be construed that thereis no loss to State Govt. on such transactions.

C. Examination:

In the VAT and Service Tax era, car leasing companies were paying only VAT on the lease
instalments. A customer who leased a car had to suffer only VAT on lease amounts and enjoyed
tax advantage compared to a person who bought a car and paid both central excise duty and VAT
(in fact, central excise duty suffered on cars was hidden and not visible to the lessee, as part of
leasing charges). The disparity has been removed under GST. The customers would pay the due
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amount of tax, rightfully due to the exchequer, on car lease instalments due after 1.7.2017. The tax
arbitrage or tax advantage has stopped. Private customers can and should pay the due amount of
tax.

2. As regards the contention of the car leasing companies that cars purchased by them prior to the
appointed day have suffered central excise duty of which they have not been allowed ITC under
the transitional regime, the same are apparently misleading. Had they taken ITC of central excise
duty paid on cars, they would have definitely been able to carry forward such credit under GST
under the existing transitional provisions. They were entitled to take ITC of central excise duty
paid on cars for the purpose of paying service tax on 10% of the lease instalments which was
deemed to be the value of service provided by a car leasing company. However, car leasing
companies instead chose to take depreciation of centra excise duty paid on cars under the Income
Tax law and were thusineligible to take Cenvat credit (under Cenvat Credit Rules).

3. There is no doubt that the customers who lease the car for their persona use or companies who
lease cars for their employees should start paying the amount of tax, due to the exchequer, on car
lease instalments due after 1.7.2017. The tax arbitrage or tax advantage cannot continue for them
in new regime.

4, However, this has disturbed the economic viability of personswho have taken the cars on lease for
using them as commercial vehicles, such as radio taxi drivers who leased cars from Uber and Ola.
They would have to pay a much higher amount of lease instalment post 1.7.2017.

D. Decison of Fitment Committee:

1 The issue was examined by the Fitment Committee in its meeting held on 31 July, 2017.The
proposal beforethe Fitment Committee wasthat in case of vehicles purchased and leased prior to 1.7.2017
and registered as commercial vehicles prior to that date or within 15 days of leasing, Compensation Cess
may be reduced to nil. It was decided in the Fitment Committee that change in cost of leasing of cars by
car companies should be worked out taking into account the benefit of depreciation claimed by car leasing
companies under the Income Tax Act (of central excise duty) and interest earned thereon. ACS and CCT,
Tamil Nadu volunteered to study the issue and submit a report to the fitment committee making suitable
recommendations in this regard so as to ameliorate the additional burden suffered by the car leasing
industry. They recommended the following remedies:

(i) Enabling provision may be made in the GST law to extend credit of excise duty paid on the

goods purchased prior to 30-6-2017.
(i) Exemption may be granted in respect of cess.

2. The first option suggested by CCT, Tamil Nadu may not be possible due to a host of reasons
including, the fact that car leasing companies have claimed depreciation of exciseduty paid on carswhich
precludes them from claiming ITC of such excise duty as per the then existing Cenvat Credit Rules, and
amendments in the GST Act relating to transitional provisions. Therefore, the other available option isto
exempt old leases from compensation cess. However, exemption from cess alone will benefit the larger
and bigger cars (more than 4M long and engine capacity more than 1500 cc) and will not resolve theissue
of smaller cars where the incidence of cessis 1-3%.

3. Different categories of cars while attracting the same rate of GST attract differential rates of
Compensation Cess. The car leasing companies |lease them out for varying lease amounts. If the ongoing
leases are exempted from compensation cess, then it would be more beneficial to bigger and longer cars
with greater engine capacity. If, on the other hand, GST is charged @ 65% of the applicable GST rate
and compensation cess, then the additional tax incidence is much lower in case of smaller cars (below
1200 cc & less than 4m) vis-a-vis bigger cars (greater than 1500 cc). While the increase in incidence of
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smaller cars is nominal (which is also dependent on the value-add by the leasing company), in case of
bigger cars, theincrease is subdued vis-a-vis the current scenario.

4, The implication of the above proposal is that in case of small cars (LPG/CNG/Petral), leasing
will attract tax @ 18.85% as against 29% presently. It may be pointed out that in the pre-GST regime, the
incidence of VAT and Service Tax on an average was 14.5%+1.5%=17%. Leasing of diese cars (below
1500cc) will attract tax @ 20.15% as against 31% presently. Leasing of cars having engine capacity
greater than 1500cc will attract GST @31.2% as against 48% presently.

5. It isalso proposed that the vehicles covered by the above leases (i.e. leases of vehicles purchased
and leased prior to 1.7.2017 and registered as commercial vehicles prior to that date or within 15 days of
leasing), when disposed off/ sold shall also be taxed at 65% of the applicable GST + Cessrate.

6. The agenda note with above proposal was circulated to Fitment Committee by email on 23
September 2017 seeking comments, if any, by 27 September 2017. Moreover, the issue was further discussed
in the meeting of the Fitment Committee on 2-10-2017. The issue whether the proposed rate of tax should
be extended to old private car leasing (leased prior to 1 July 2017) apart from commercial lease vehicles. It
was felt that it should be extended to include private car leasing as well. However, there should be sunset
clause for availing of the reduced rate of tax till 3 yearsfrom the appointed date (i.e, 1 July 2017).

7. Theissue of rate of GST on sale of second hand vehicles by aregistered 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, was also discussed. It was felt that the same GST rate (65% of the applicable
GST + Cessrate) should be applicable as on sale of vehicles by car leasing companies.

8. In this context, the issue of sale by way of auction etc of used vehicles, seized goods, scrap etc, by
government departments, requiring them to take GST registration, was also discussed. The members were
of the view that such sales may be taxed under reverse charge mechanism, at the hands of the buyer under
section 9 (3) of CGST Act.

E. Proposal:

In view of the above, it is proposed that, -

(@) Leasing of vehicles purchased and leased prior to 1 July 2017, may be taxed at 65% of the
applicable GST + Cess rate. This reduced rate would be applicable for a period of 3 years
with effect from 1 July 2017;

(b) the vehicles covered by the above leases (i.e. leases of vehicles purchased and leased prior to
1 July 2017), when disposed off/ sold shall also be taxed at 65% of the applicable GST +
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 + Cessrate. Thisreduced 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 alocal authority, to any person,
to be subjected to GST under reverse charge under section 9 (3) of the CGST Act.
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Agendaltem 7 (iv) - GST on renting of motor cab and transport of passengersby motor cab services
Transport of passengers by motor cab, where the cost of fuel isincluded in the consideration charged
for the services from the recipient, is 5% without ITC of goods and services and 12% with full ITC
[Notification No. 11/17 — Central Tax (Rate) dated 28-06-2017 SI. No. 8 item (vi) refers]. Similarly,
renting of motor cab, where the cost of fuel isincluded in the consideration charged from the service
recipient attracts GST @ 5% without ITC and 12% with ITC [Notification No. 11/17 — Central Tax
(Rate) dated 28-06-2017 SI. No. 10 item (i) refers].

2. A number of representations have been received from several quarters raising the foll owing
issues-

0] The above GST rates applicable for transport of passengers by motor cab or for renting of
motor cab should not be restricted to motor cab aone but to all other transport vehicles such
as maxi cab, tempo traveler, buses etc. It has been stated that motor cab as defined in the
Motor Vehicle Act is a vehicle that can transport up to 6 passengers. Therefore, the term
motor-cab does not include maxi cab which is defined in the Motor Vehicle Act as a vehicle
that may carry more than 6 but not more than 12 passengers excluding the driver. It has been
stated that in the positive list regime of service tax, cab was defined under Section 65 (20) of
the Finance Act to include amotor cab, amaxi cab or any motor vehicle constructed or adopted
to carry more than 12 passengers excluding the driver for hire or reward. It has also been
stated that in the service tax regime, the rate of service tax on renting of motor cab was 6%
and prior to 11-07-2014 this rate was applicable to any motor vehicle designed to carry
passengers. It has been requested by the industry to extend the GST rate prescribed for
transport of passengers by motor cab or for renting a motor cab to transport of passengers by
or renting of a cab as defined in Section 65 (20) of the Finance Act, 1994.

(i) The GST rate of 5% without ITC for renting of motor cab results in cascading of taxes. In
renting a cab business there is frequent use of rent a cab service provided by one operator to
another. In the absence of credit of such input servicesin the same line of business, cascading
of taxestakes place. It has been stated that in the service tax regime, at the service tax rate of
6%, cenvat credit on input services of renting a motor cab was alowed. It has been requested
that credit of input services in the same line of business may be allowed at the GST rate of
5%.

(iii) Presently, credit of rent a cab servicesis not allowed to business entities. Therefore, they are
not willing to pay GST @ 12% to rent a cab operator. It has been requested that ITC of rent
a cab service may be allowed to business entities if the rent a cab operator avails the option of
paying GST at the rate of 12%.

3. The issues have been examined. In the positive list regime of service tax, service tax was levied @
6% on rent acab service. Cab was defined in Section Section 65 (20) of the Finance Act, 1994 as under: -
“Cab” means —

0] A motorcab, or
(i) A maxicab, or

(iii)  Any motor vehicle constructed or adapted to carry more than twelve passengers, excluding the
driver, for hire or reward.
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3.1 In the Negative List regime, with effect from 11.7.2014, renting of amotor cab attracted GST @
6% with credit of input service in the same line of business, i.e. rent a cab service taken from another
operator. However, prior to 11-7-2014, the service which attracted service tax of 6% was renting of any
motor vehicle designed to carry passengers.

3.2 In view of the above, it is proposed that the GST rate of 5% without ITC and 12% with ITC
prescribed for transport of passengers by motor cab or renting of motor cab may be prescribed for such
service provided by using any other motor vehicle designed to carry passengers.

4, Asregards the requests to allow ITC of input service in the same line of business at the GST rate
of 5%, as stated above, in the service tax regime, ITC of such input service in the same line of business
was available at Service Tax rate of 6% for renting of motor cab. However, full Cenvat credit of such
input service was alowed when it was received from a person who paid Service Tax @ 6% and only 40%
of such Cenvat credit was allowed when it was received from a person who paid Service Tax at the full
rate of 15%. Thiswas done apparently to prevent excess credit flowing to arent a cab operator.

4.1 In view of the fact that in the Service Tax regime, the service in question attracted Service Tax
at therate of 6% with ITC of input servicesin the same line of business and the broad principle of carrying
forward the same incidence of tax in the GST as existed in the Service Tax regime, it is proposed that
ITC of the input service in the same line of businessi.e. from another service provider of transporting
passengers in any motor vehicle or renting a motor vehicle, may be allowed at the GST rate of 5%.
Further, ITC of renting of any motor vehicle or transport of passengers by motor vehicle, would be
available to a person who supplies either of the servcies- renting of any motor vehicle or transport of
passengers by motor vehicle.

5 The word “or” appearing in the following condition of notification No. 11/2017-CT (Rate) against
some serial numbers, allowing GST @ 5% may be replaced with the word “and” as in other entries. It has
been stated that the word “or” gives an impression that I TC of either goods or services can be taken at the
GST rate of 5%.

“Provided that credit of input tax charged on goods or services used in supplying the service has not been
taken.”

5. The above proposal has the approval of the Fitment Committee.
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Agenda ltem 7 (v) — Reduction in rate of tax on some Job Work Services

I ssue:
Severa representations have been received seeking reduction in the GST rate on job work, such

i) Request received from Imitation Jewellery Manufacturers Association through Secretary,
Department of Commerce for lowering the GST rate on job work services on imitation jewellery
from 18% to 5% and also to harmonise the tax treatment for job work transactions under Chapter
71 of HS Classification.

i)  Requests received for exempting the GST on job work services of Papad/Appaam falling under
Chapter 1904 of HS Classification.

iii)  Requests received from various quarters for rationalisation of rates of job work servicesin respect
of products of printing industry.

iv)  Request from Eastern UP carpet industry, highlighting 23 processes involved in handmade carpet
industry and in that context, 5% GST charged on job work relating to carpets — making compliance
difficult and increased input costs, which will make Indian carpets uncompetitive.

Examination

2. Inthe GST Law, any treatment or process which is applied to another person’s goods is a supply
of services (Schedule I of the CGST Act). However, in order to qualify asjob work under the GST Law,
the person to whom the goods belong should be aregistered person. Thisis because under the GST Act,
job work means any treatment or process undertaken by a person on goods belonging to another
registered person (Section 2(68) of the CGST Act).

3. The existing tax structure in respect of various categories of job work services and processing of
another person’s goods is as under:

Sl. No. Description Rate
Heading 9988 i) Services by way of job work in relation to: 5%
(Manufacturing a) Printing of newspapers,
serviceson b) Textiles and textile products falling under Chapter 52-63 of HS
physical Classification Code;
inputs(goods) ¢) Cut and polished diamonds; precious and semi-precious stones,
owned by others plain and studded jewellery and gold and other precious metals

falling under Chapter 71
d) Printing of booksincluding Braille books, journals and periodicals
€) Processing of hides, skinsand leather falling under Chapter 41
ii) Services by way of any treatment or process on goods belonging to | 5%
another person in relation to:
a) Printing of newspapers,
b) Printing of books (including Braille books), journas and
periodicals;
iii)Manufacturing services of physical inputs(goods) owned by others, | 18%
other than (i) & (ii) above
Heading 9989 i) Services by way of printing of newspapers, books (including Braille | 12%
books), journals and periodicals, where only content is supplied by the
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publisher and the physical inputs including paper used for printing belong
to the printer

ii) Other manufacturing services; publishing, printing and reproduction | 18%
services, materials recovery services, other than (i) above

4, Imitation Jewellery
Arguments in support of the request to reduce the GST rate on job work services from 18% to

5%. are asgiven below:

a)  Though parity in GST rates of precious metal jewellery and imitation jewellery at 3%; there is
disparity in the rates applicable to job work services pertaining to them;

b)  Labour intensive nature of imitation jewellery industry (employs 27 lakh work force where about
60% are women);

C) 80% of activities in manufacturing process of imitation jewellery are carried out manually, |abour
cost of which isabout 50 to 55 per cent of the total cost of imitation jewellery;

d)  Hugeexport potential of imitation jewellery where job work rate of 18% will increase the cost and
make it uncompetitive particularly vis-avis machine made imitation jewellery from China
(working capital issues);

€e)  Vaue addition of 300% to 400 % in imitation jewellery while real jewellery has value addition of
only 10% to 15 %. As 18% rate is applicable on the value addition while 3% rate is applicable to
the final value, so there is possibility of credit accumulation. (However, this is refundable in
exports).

In view of the justification given by Secretary, Department of Commerce and the Imitation Jewellery

Manufacturers Association, there is perhaps a case for bringing parity in the job work rates for imitation

jewellery and precious jewellery i.e. 5%. Though, there is an argument that whether or not to go for

mechani sation by imitation jewellery manufacturersis determined by whatever is cost-effective. Wemay

apply this 5% rate on job work servicesin relation to all products falling in Chapter 71.

5. Papad/Appalam/ Bread/ Other Products

51 i) It is represented that papad falling under heading 1904 is exempt from GST. However,
the production process of papad entails job work being carried out by various women groups, which
attracts 18% GST which increases the cost of papad, asits ITC cannot be availed. It has been stated that
the job work of converting dough into final product of thin papad is carried out by various women groups
who are mostly unskilled and come from weaker sections of society. It helpsthemto lead adignified and
independent life.

i) In thisregard, it is submitted that a similar request has been received from West Bengal
Government for reducing the GST rate of job work servicesin relation to bread from 18% to 5%. Bread
(other than pizza bread) is aso not taxable in GST. However, other types of bread including buns, pizza
bread etc. attract GST ranging from 5% to 18%.

iii)  Representation also has been received from job workers manufacturing cattle/ poultry
feed on job work basis that the recipients of such supply (suppliers of cattle/poultry feed) are contesting
the GST rate of 18% on such job work service. Cattle/poultry feed falls under chapter 23 and attracts GST
@ nil.

iv)  Representations have aso been received for reducing GST rate on (@) job work in marble
industry from 18% to 5% (b) umbrella and job work in relation to manufacture of umbrellafrom 12% to
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5% (c) job work of packing of processed milk into packets from 18% to nil, (d) job work of clay brick
manufacturing from 18% to 5%.

5.2. The issue of having the same GST rate on job services in respect of any goods, as that on
concerned goods was discussed by Revenue Secretary in the GST Core Committee meeting on
22/09/2017, wherein one view was that the rate of job work services should be the same as that of
underlying goods. It may berecalled that GST on job work servicesis paid only on thejob work charges,
wheresas the supply of goods is paid on the full value of goods. Therefore, by equalling the two rates
theoretically, there will never be credit over hang. The downside of this proposal is that classification
disputes relating to goods would creep into job work services along with its attendant problems. Another
issue is whether the rate of job work services should be the same as that on the intermediate product
manufactured by the job worker or should it be equal to the final product. Depending upon the value
addition involved, business and industry would lobby for different rates giving some justification or the
other. Further, if the major raw material is processed by the job-worker, he will take its ITC and with
low value addition, he will get refund. In order to obviate this problem, it is felt that we may prescribe
5% rate of job work services in relation to food and food products falling under Chapters 1 to 22 of the
HS Code.

53 All goodsfalling under chapter 23 attract GST @ nil/5% except dog and cat food put up for retail
sale (CTH 23091000). We may prescribe GST rate of 5% on job work services in relation to products
falling under Chapters 23 of the HS Code except dog and cat food put up for retail sale (CTH 23091000).

54 GST rate on supply of umbrellais 12% Job work in relation to manufacture of umbrella may be
reduced from 18% to 12%.

55 GST rate on supply of clay bricksfalling CTH 69010010 is 5%. Sand and clay also attract GST
@ 5%. Job work in relation to manufacture of clay bricks falling CTH 69010010 may be reduced from
18% to 5%.

5.6 It may not be advisable to reduce GST rate on job work in marble industry as marble blocks and
marble dabs attract GST @ 12% and 28% respectively. It may lead to misuse and loss of revenue. It will
also not be advisable to reduce GST rate on job work of packing of processed milk into packets as it
would result in refund of ITC overflow on account of GST of 18% payable on plastic packing material
by jobbers.

5.7. It issubmitted that supply of serviceincludes any treatment of processwhich isapplied to another
person’s goods. This is applicable in most VAT jurisdictions and sometimes referred to as toll
manufacturing. However, as brought out earlier, in order to qualify asjob work, the supplier of goods has
to beregistered under the GST Law. Putting atax on jobbersis as fundamental a concept as payment of
tax by aregistered person on supply by every unregistered supplier under Section 9(4) of GST Law; the
objective being that every value addition is duly accounted for. Though, in respect of exempted food
products, even a5% rate of GST may resultin adlight increasein price. The argument sought to be made,
that an outsourced manufacturing increases the tax burden and, therefore, there should be no tax on it,
was equally applicableinthe pre GST regime. For instance, supply of manpower service attracted service
tax while hiring of own manpower having employer-employee relationship did not attract service tax.
Likewise, while service provided by one person to another person attracted service tax, self-service did
not attract service. It isfelt that with alow tax rate of 5% on job work services in relation to food and
food products, the decision to outsource a part of the process of manufacturing would be taken on
efficiency and business considerations. This will also solve the problem of custom milling of rice.
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6. Printing Industry

6.1 Therequest made by the Printing Industry isfor reduction in rates of job work services. Asstated
by them, the rate of 18% istoo high as compared to pre GST incidence of 6% and is disruptive for the
MSME units. Printing Industry has a range of products like books, newspapers, journals, periodicals,
children’s picture, drawing or colouring books, maps, atlas, brochures, |eaflets, cheque books, wedding
cards, tickets, envel ope, non-corrugated paper or paper board etc. They have stated that al these products
attract different rates of GST ranging from NIL to 18%.

6.2 If part of the entire process is outsourced, then the treatment or process applied to another
person’s goods kicks in, which is a supply of service. Here also there can be two variants; firstly, whether
the goods belong to the printer and, therefore, heiseligibleto avail of ITC and secondly, where the goods
are supplied by either the customer or the principal manufacturer, where the printer will not be eligible
for ITC.

6.3 In thisregard, it is further submitted that the job work service of printing of newspapers, books,
journals and periodicals has been kept at a concessional rate of 5% GST. However, in case of printing of
the above, where only content is supplied by the publisher and the physical inputs including paper used
for printing belong to the printer, then GST rate is 12%. The rate was kept at 12% in this case because
supply of paper attracts GST@ 12%. Prescribing a lower rate of 5% would have resulted in refund of
overflow of ITC to the printers.

6.4 In this context, some representations have been received stating that in case printing process is
outsourced to China, then it will escape GST. This does not appear to be correct. If any person (customer
or publisher) outsources printing to an overseas destination, then it would be import of service and would
attract the same rate of GST as applicable to an Indian printer. In addition, the printed materia on their
import will also be liable to applicable IGST. It has also been represented that a banker who prints his
own cheque is not required to pay any GST because cheque falling under HS 4907 is exempted from
GST. However, if the banker gets the cheque printed by another person then 18% GST is applicable.

6.5 It isfelt that one way of resolving this problem is to extend the existing dispensation in respect
of rates of tax for job work services for newspapers, books etc. to al goods falling in Chapters 48 and 49.
Thus, services by way of any treatment or process on goods belonging to another person in relation to
printing of al goods of Chapters 48 and 49 (other than newspapers, books etc) will attract GST of 5%
and services by way of printing of all these goods where only content is supplied by the customer and the
physical inputs used for printing predominantly belong to the printer, may attract GST of 12%. However,
prescribing 5% rate for printing services of printing on goods belonging to another person may lead to a
modus operandi whereby supply of goods attracting GST 12% or higher would also be shown as supply
of job work services by routing supply of input material through the recipient of goods. Similarly
prescribing 12% rate for all printing services where only content is supplied by the publisher and the
physical inputs including paper used for printing belong to the printer would create disputes in case of
thoseitemswhich attract GST @18% or higher- for example, printed envelopes (48171000), letter cards
(48172000) and printed boxes of un-corrugated paper, wall paper, which attract GST @ 18%/28%,
having minimal printing as per design, logo etc. supplied by the recipient of goods but made using
physical inputs belonging to the printer, there would be claims that it is a supply of service attracting
GST @12% and not supply of goods, whereas predominant nature of supply in such casesisthat of goods.

6.6 Therefore, it is proposed that:
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(a) GST rate on services by way of printing on job work basis or on goods belonging to othersin relation
to printing of all goodsfalling under Chapter 48 and 49, which attract GST @ 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 othersin relation
to printing of all goods falling under Chapter 48 and 49 , which attract GST @ 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 othersin 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 @ 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@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 al goods falling under chapter 48 and 49 which attract
GST @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 @12%].

(f) GST rate on services by way of printing of al goods falling under chapter 48 and 49 which attract
GST @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 €tc.
printed with logo, design, name, address or ather content supplied by the recipient of such printed goods,
are composite supplies and the question, whether such supplies congtitute 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 acomposite supply and to which any other supply forming part of that composite
supply isancillary. 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 isthe principal supply
and therefore such supplies would constitute supply of service faling 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 goodsfalling under respective headings of chapter 48 and 49 of the Customs Tariff.

7. Hand-made car pets
7.1  The hand-made carpet industry of UP has represented that in pre-GST there was no excise duty
on carpets. In GST, 12% GST has been imposed on carpets, as well as 5% GST on job-work related to
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manufacturing of carpets. There are 23 processes involved in making of carpets, namely, spinning,
weaving, washing and finishing activities that are done by job workers. Most of the job workers are poor,
unorganised, illiterate and home based, and it has proven impossible for them to create the infrastructure
— logistical, financial and administrative — to comply with the GST requirements. As a result, it will be
impossible for hand-made carpet exporters to claim refund of GST paid on inputs and services, which
will lead to increased costs and will make Indian carpets uncompetitive in global market.

7.2 In this context, it isto state that textiles sector has been exempt from excise [though subject to
condition on non-availment of input tax credit] and in GST all textiles, whether hand-made or machine
made have been charged to 5% or 12% GST. Simultaneoudly, thejob-work servicein respect of all textiles
items now attract 5% GST, whilein earlier regime the same was exempt from service tax. Among others,
it isthis 5% GST on job-work which is agitated by the hand-made carpet industry, on the ground that it
has led to increase in costs which in turn will make Indian carpets un uncompetitive in global market.

8 The above proposals were discussed in the meeting of the Fitment Committee on 2 October 2017.
The Committee approved the proposals at paragraphs 4, 5.2, 5.3, 5.4, 5.5, 5.6 and 6.6. With regard to the
proposal at paragraph 7.3 in respect of job work rate in relation to manufacture of carpets, the Fitment

Committee was of the view that the same may be continued at the existing rate of 5%, as applicableto all
textile goods.

Proposal

In view of the above, the proposals at paragraphs4, 5.2, 5.3, 5.4, 5.5, 5.6 and 6.6 may be accepted.
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Agendaltem 7 (vi) — Rateof Tax on Wor ks Contract in offshore Areas beyond twelve nautical miles
and Transportation of natural gas through pipeline

A. | ssue:

GST rate applicable in respect of works contract in offshore areas beyond 12 nautical miles was
subjected to 6% service tax in pre GST regime. This tax incidence has now gone up to 18%. Further,
these works are carried out for the E& P (Exploration and Production Companies), whose output, crude
oil and natural gas are not covered by GST. Therefore, the ITC of such works contract is not available.
GST Working Group on Oil and Gas Sector has expressed concerns over this.

2. In the pre-GST regime, transportation of natural gasthrough pipeline attracted service tax of 15%
with full ITC. Natural Gas did not attract any excise duty but was subjected to VAT. Now, it is outside
GST. Compressed natural gas on the other hand attracted excise duty and also VAT. Now, all forms of
natural gas are outside GST. The Sectoral Group on Qil and Gas has stated that transportation of goods
by road and rail attract lower GST rate of 5% because I TC of petrol/diesel isnot available. In the instant
case, ITC of GST paid on transportation services of natural gas cannot be availed because natural gasis
outside the purview of GST.

B. Examination

3. Works contract being a composite contract was subjected to both VAT and service tax in pre
GST regime. Thisisas per Article 366 (29 A) of the Constitution. Under the servicetax law, the services
portion in aworks contract was deemed to be 40% which translated to service tax of 6%. However, the
area beyond 12 nautical milesis beyond the jurisdiction of States and therefore VAT was not applicable
on the same. A view was expressed in the meeting that there was no “deemed sale” in the area beyond
12 nautical milesintermsof Article 366 (29 A) and, therefore there was constitutional inability in respect
of leviability of VAT on transfer of property in works contract. On the other hand, under Finance Act,
service tax was applicable on the area beyond 12 nautical miles also. Therefore, service tax should have
been levied on the entire contract value in the areabeyond 12 nautical milesi.e. @ 15%. It was, however,
felt that the actual incidence of tax was only 6% because the goods were exempt from CVD and excise
duty. It was, therefore, felt that GST may be levied @ 12% on works contract servicesin respect of E& P
in respect of offshore worksin the area beyond 12 nautical miles.

4, With regard to transportation of natura gas through pipeling, it was felt that there is a case to
reduce thisto 12% with ITC with an option being given to pay tax @ 5% without ITC. It may berecalled
that credit on tax paid on pipelines is aso not admissible under the GST Law as it may amount to
immovable property. Pipelines laid outside the factory premises are specificaly disallowed vide
explanation to Section 17 of the GST Act.

5. The agenda note was circulated to the Fitment Committee by email on 27 September 2017 seeking
comments, if any, by 29 September 2017. No comments have been received in this regard so far.

C. Proposal
6. In view of the above, it is proposed that —

1. GST belevied a the rate of 12% on works contract services in respect of E& P (Exploration
and Production Companies) in respect of offshore worksin the areabeyond 12 nautical miles.

2. GST belevied at the rate of 12% with ITC OR 5% without ITC for transportation of natural
gas through pipeline.
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Agenda ltem 7 (vii) - Rever se char ge mechanism for Over seeing Committee of Reserve Bank of
India (RBI) under GST

| ssue

RBI has constituted Overseeing Committee (OC) as an advisory body to advise any banking
company on resolution of stressed assets. RBI shall pay sitting fees and retainership fees to OC members.
RBI has stated that OC members shal not be having the necessary infrastructure etc. for registering
themselvesfor payment of GST. Therefore, the services provided by the OC members may beincluded under
the reverse charge mechanism (RCM).

Discussion

2. RBI is a body corporate under the Reserve Bank of India Act, 1934. In GST, the services supplied
by a director of a company or a body corporate to the said company or body corporate is under reverse
charge; the GST is required to be paid by the body corporate or company. Since the members of the OC
cannot be said to be the director of the body corporate that is RBI, their services do not get covered by this

entry.

3. If the sitting fees and retainership fees paid to OC members by RBI islessthan 20 Lakhs per annum,
then the OC members will not be liable to get registered [Section 22(1) of the CGST Act refers]. In such
case, the services provided by OC membersto RBI shall be governed by Section 9(4) of CGST Act and thus
taxed under RCM. However, thiswill not hold truein cases where the sitting fees and retai ner-ship fees paid
to OC members by RBI is more than the threshold limit or where the supply by OC membersto RBI is an
inter-state supply. In these cases, OC members would become liable for registration.

4, The agenda note was circulated to the Fitment Committee by email on 26"Sep 2017 seeking
comments, if any, by 27" Sep 2017. No comments have been received in this regard so far.

Proposal

6. Inview of theabove, GST Council may consider the request of RBI to include the services provided
by OC members to RBI under RCM under section 9(3) of the CGST Act, 2017.
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Agenda ltem 7 (viii) - Amendment in GST naotificationsin respect of 5% GST rateson cereals, pulses
and flour s etc. put up in unit container and bearing a brand name

The GST Council, in its 21% meeting held on 9th September, 2017 at Hyderabad had, inter alia,
recommended that for 5% GST rate on cereals, pulses and flours etc. put up in unit container and bearing
aregistered brand name:

a) A brand registered as on 15.05.2017 under the Trademarks Act, 1999 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.

b) A brand registered as on 15.05.2017 under the Copyright Act, 1957 shall aso be treated as a
registered brand for the purposes of levy of 5% GST.

c) A brandregistered ason 15.05.2017 under any law for thetime beingin forcein any other country
shall aso be deemed to be aregistered brand for the purposes of levy of 5% GST.

d) 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.

2. Accordingly, Notification Nos. 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 Actswereissued giving effect
to the Council’s recommendations relating to changes in GST rates on goods and conditions appended
thereto have been issued on 22nd September, 2017.

3. These changes, interalia, provide that 5% GST will apply to food grains, pulses, flours etc. put
up in unit containers and bearing either ‘a registered brand name’ or ‘a brand name in respect of which
actionable claim or an enforceable right in a court of law’. These changes, in addition aso provide that
5% GST will, however, not apply if the person concerned voluntarily forgoes any actionable claim or
enforceable right on such brand name. In this regard the amending natifications provide that 5% GST
will apply to such goods, if:

“put up in unit container and, -

(a) bearing a registered brand name; or

(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 the conditions asin the ANNEXURE] .
ANNEXURE

For foregoing an actionable claim or enforceable right on a brand name, -
(a) the person undertaking packing of such goodsin 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 hisactionable claim or enforceableright 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 containers, 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.”.

4. As the implementation of the decison of the Council required some drafting changes,
Notification Nos. 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) are placed before the Council for its perusal and approval.
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5. Further, it is possible that the person having an actionable claim or enforceable right on a brand
name and the person undertaking packing of such goods in unit containers are two different persons. In
such a scenario, it would be necessary to provide that the affidavit [as prescribed in the aforesaid
Annexure] is filed by the person having an actionable claim or enforceable right on such brand name,
wherein he shall state that:
a) heisvoluntarily foregoing his actionable claim or enforceable right on such brand name, and
b) he has authorised the person [under taking packing of such goodsin 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 in voluntarily on such brand name.

7. The proposal as contained in para 5 aboveisfor consideration and approval of the Council.
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Agendaltem 7 (ix) - Changesin GST rateson certain goods/ clarificationsto beissued

Post-implementation of GST with effect from 01.07.2017, anumber of representations have been
received from various stakeholders regarding GST rates on various good and services. References were
also received from Ministers, Ministries and Secretaries and other officers of Centre and State.

2. The fitment Committee had examined these representations and made recommendations for
changes GST rate on certain goods, which were examined in the Council in its 21% Meeting held on 9
September, 2017 and recommended changesin GST rates on a number of goods, which have since been
notified on 22 September, 2017. The Council, while examining the issues where the Fitment Committee
had not recommended any change in GST rate and directed that two of these issues may be examined
afresh by the Fitment Committee.

3. The Fitment Committee met on 2 October, 2917 and examined these two issues. It also examined
a number of issues referred to it by the States of Gujarat, Maharashtra and UP, and made the
recommendations as summarised in the table bel ow:

S. Description HSN | Present | Recommend Comments of the Fitment
No. GST ed GST rate Committee
Rate
1 Food 19 18% 5% 1. Additional Chief Secretary, Uttar

Pradesh has stated that his State
suffers from large number of cases

preparationsput | or 21
up in unit

containers and
intended for
free
distribution to
economicaly
weaker sections
of the society
under a
programme
duly approved
by the Centra
Government or
any State
Government.

of malnutrition of children and to
supplement their diet, including for
pregnant women, a large quantity
of nutritious food was supplied
under Integrated Child
Development Scheme [ICDS] and
tax on them should be reduced from
18% to at least 5%, that is at par
with that on roasted gram.
Additional cost on account of GST
on such goods has put additional
financial burden of about Rs. 600
crore on them.

In last GST Council meeting it was
decided that this issue could be
again discussed in the Fitment
Committee.

Earlier in Central Excise there was
an exemption for 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 Centrd
Government or any @ State
Government.

This exemption was subject to
condition that the manufacturer of
the food preparations produces a
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certificate from an officer not
below the rank of the Deputy
Secretary to the Government of
India or not below the rank of the
Deputy Secretary to the State
Government concerned 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 Centrd
Government or the  State
Government concerned, within five
months from the date of clearance
of such goods or within such further
period as the Deputy Commissioner
of Central Excise or the Assistant
Commissioner of Central Excise, as
the case may be, having jurisdiction
may allow in thisregard.

The Fitment Committee
recommends that GST rate on food
preparations put up in unit
containers and intended for free
distribution to  economicaly
weaker sections of the society under
a programme duly approved by
the Centra Government or any
State Government may be reduced
to 5%, subject to condition similar

to as mentioned at 4 above.

All goods
faling  under
heading 6802
[other than

those of marble
and granite or

those which
attract 12%
GST]

6802

28%

18%

All goods faling under 6802
[except 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] attract 28% GST.

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 attract 12%
GST.

Chhattisgarh, Telangana and
Raasthan have recommended
reduction in GST rate on polished
farshi pattar, kota stone, napa stone
etc. from 28%.
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10.

In this context, in the last GST
Council meeting, the Hon’ble
Minister from Chhattisgarh stated
that due to high rate of tax almost
all mines in his state were closed
which employed about 50000
labour and it was avery graveissue
in his state; this product waslargely
used as a building stone and due to
inter-State sales, it was not even
eligible for threshold exemption;
the GST rate on this product should
be reduced from 28% to 5%.

The Hon’ble Minister from
Telangana had also stated in the
same meeting that his State faced
similar issue in respect of Napa
stones.

The Hon’ble Minister from
Rajasthan stated that they faced a
similar problem in respect of Kota
stones.

In this regard, the Secretary to the
Council had stated that al floor
tiles fell into one category and that
mosaic tile was even cheaper than
these stones but al flooring tiles
were taxed at the rate of 28%.

The Hon’ble Chairperson of the
Council had then suggested that the
issue could be referred back to the
Fitment Committee for
examination and to also examine
the revenue impact of rate
reduction.

As polished marble and granite fall
under a separate class [than other
polished sone], the Fitment
Committee recommends reduction
in GST rate on al goods falling
under 6802 [except those of marble
and granite] from 28% to 18%.
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
essentialy of stone, faling under
6802, will continue to attract 12%
GST.

Mangoes dliced
dried

0804

12%

5%

NP

Mango flour is taxable @ 5%.
Fitment Committee examined the
GST rate on Mangoes diced dried
and recommended for reduction
from 12% to 5%.
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Singhada dried

0813

12%

5%

The GST rate on Singhada dried is
5%, S. No. 29 of the Schedule | to
the Notification No. 1/2017-
Central Tax [rate].

The correct classification for
singhadais 0813.

We may, accordingly, correct the
classification for singhada dried to
0813.

Khakra

1905
or
2106

12%

5%

A

Khakhrais like spiced dry chapatti.
GST on khakhra may be reduced to
5%, at par with that on rusk, pizza
bread, Seviyan, sabudana.

Imposing GST
only on the net
quantity of
superior

kerosene  ail
[SKQ] retained
for the
manufacture of
Linear  Alkyl
Benzene [LAB]

2710

18%

18%

LAB manufacturers [like Nirmal
receive superior Kkerosene oil
[SKQ] from Indian Qil Corporation
(10C) through a dedicated pipeline.
On an average about 15% to 17% of
the total quantity of SKO received
from IOC is retained and balance
guantity ranging from 83%-85% is
returned back to 10C. The retained
SKO is used for extraction of
Normal Paraffin, which is used in
manufacturing of LAB.

Pre-GST, as per the Excise Trade
Notice of 2nd December 1997,
excise duty was paid on provisiona
basis on the average quantity of
SK O consumed by Nirmaand at the
end of the month, on reconciliation
of actua quantity retained by
Nirma Ltd. actual excise duty was
paid.

Similarly, under the Gujarat Vaue
Added Tax, 2003, a specific Rule
was enacted, which provided that
where SKO is received for use in
manufacture of LAB, the balance
guantity of SKO is returned back
then it would be treated as goods
returned.

Thus, pre-GST IOCL used to
invoice only for the net quantity
consumed by Nirma.

In GST, since the consideration is
paid only for the quantity of SKO
retained by the LAB manufacturer,
GST may be liable to be paid only
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on such quantity. A clarification
may be issued to this effect.

Tamil Nadu is already following
such asystemin GST.

However, Maharashtra is of the
view that in their VAT law, the
entire quantity supplied by refinery
to LAB manufacturers was treated
assold and VAT was chargeable on
it. Similarly, the LAB manufacturer
was liable to pay VAT on returned
guantity of SKO. They have Court
cases pending on thisissue. If such
aclarificationisissued it may affect
their pending cases.

However, if refineries are asked to
pay GST onwhole quantity of SKO
supplied to LAB manufacturer
[who in turn will take ITC of such
GST, and utilise the same for
paying GST on quantity of SKO
returned by him] when the
refineries will take ITC of such
GST paid on returned SKO, alarge
portion of that will have to be
reversed by the refinery [as
majority of their final products now
are outside GST].

Poster Colour 3213 | 28% 18% GST rate on poster colour may be
reduced to 18%.
They are aso used by students.
Itemslike pencils, crayons, pastels,
drawing charcols [9608, 9609]
which attract 12% GST.
Modelling paste | 3407 | 28% 18% GST rate on modelling paste for
for children children amusement may be
amusement reduced to 18%.
Other goods faling under heading
3407 are already at 18%.
Duty credit | 4907 5% Nil Pre-GST such scrips could be used
scrips for paying Customs Duty,

Additional Duty of Customs
[CVD], Centrd Excise Duty or
Service Tax.

After introduction of GST, such
scrips can be utilised for paying
only Basic Customs Duty, as
Additional Duty of Customs
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[CVD], Centrd Excise Duty or
Service Tax have been subsumedin
GST.

However, if the proposa for
creating e-wallet for exporter [as
suggested by the Export Group] is
accepted, there may be no need to
reduce GST on duty credit scrip.

10

Staple pin

8305

28%

18%

Staplers [8472] attract 12% GST,
while staples [in strips] are at 28%.
GST rate on staples may thus be
reduced to 18%.

11

Pain Shaft
Bearing

8483

28%

18%

GST rate on ball bearings, roller
bearings and parts falling under
8482 attract 18% GST.

GST rate on plain shift bearing may
be reduced to 18%, that is at par
with other bearings.

12

Parts of

a) fixed speed
diesel
engine of
power not
exceeding
12HP, and

b) submersibe
pumps

73,
84,

73,
74,
84,
85

18% or
28%

Industry has requested for
reduction in GST rate for fixed
speed diesel engine of power not
exceeding 12HP and submersible
pumps from 18%/12% to 12%,
mainly on the ground that such
engines and submersible pumps
attract 12% GST.

Specified parts[for exclusiveusein
tractors] have been kept at 18%, as
tractors attract 12% GST.

It is contended that higher GST rate
on such parts would put additional
tax burden on farmers, which
largely use these engine and
submersible pumps.

The Fitment Committee examined
the list of parts submitted with the
proposal, and decided that the same
may bereferred to 11T Madras with
a request to examine the same and
point out pats which are
exclusively used in such fixed
speed diesel engines or submersible
pumps, which may then be
considered for reduction in GST
rate to 18%.

13

Biomass
briquettes

Any

chap
ter

18%

5%

Bio-mass briquettes and pellets
made up of cered of straw and
husks [classifiable under 1213 00
0Q] attract Nil GST.

Wood pellets [classifiable under
4401] attract 5% GST.

Briquettes made from ground-nut
shells, caster shells, cotton stalk,
coriander stak, cumin stak,
bagasse (sugarcane waste), mustard
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seeds stalk and stems including
branches of various cereals and
other agricultural-waste product
may be prescribed 5% GST rate.

4. The above recommendations of the Fitment Committee are for consideration of the GST Council.
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Agenda ltem 8: Issuesrecommended by the Law Committeefor consideration of the GST Council

Agenda ltem 8(i) — Extension of timelines for filing of FORM GSTR — 5A and FORM GST ITC —
01

Vide notification No. 25/2017 - Centra Tax, dated 28.08.2017, the time limit for
furnishing the return in FORM GSTR-5A for the month of July, 2017, by a person supplying online
information and database access or retrieval servicesfrom aplace outside Indiato anon-taxable online
recipient referred to in section 14 of the Integrated Goods and Services Tax Act, 2017 and rule 64 of
the Central Goods and Services Tax Rules, 2017, was extended to 15.09.2017.

2. On the basis of request received in thisregard from GSTN, the Law Committee, in its meeting
held on 19" and 20" September, 2017, has agreed and proposed that the time limit for furnishing the
return in FORM GSTR-5A for the months of July, August and September, 2017 should be extended
upto 20" November, 2017.

3. Further, the Law Committee also agreed with the request of GSTN that the time limit for filing
of FORM GST I TC-01(for the purpose of claiming input tax credit under section 18(1) of the CGST
Act) for thetaxpayers, who have got registered during the months of July, August and September, 2017
should be extended upto 31% October, 2017.

4, Pari materiachanges would also be required to be carried out in the respective SGST Rules, 2017.

5. Accordingly, in principle approval of the GST Council is sought for the extension of the time
period as detailed in paragraphs 2 and 3 above.
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Agenda ltem 8(ii) — Amendment of some provisions of CGST Rules, 2017 [relating to invoice (rule

46, 54 (2), additional instruction in FORM GSTR 4)]

The Law Committee in its meeting held on 19" and 20" September 2017 has proposed that the
following amendments be made to the CGST Rules, 2017:

a) Changesto addresstheissuesin invoicing related to supplies of retail sector

Representation has been received from the trade and industry regarding certain issues being

faced by them in relation to the issuance of invoices, especially at the retail level.

(i)

One of the issue raised in the representation by Retailers Association of India was that
capturing of GST rates for each article and providing tax details in each retail invoice is
cumbersome and infructuous asthese are not relevant for end customerswho are concerned
with net sale price. The matter was examined by the Law Committee and it was
recommended that the request of the Association may not be accepted as the consumer has
the right to know the tax rate being charged for each goods or service that is being
purchased by him. However, the supplier may not indicate the rate of tax against each item
and he can show the cumulative value of items liable to tax at a particular rate and the tax
on al such itemsin theinvoice. Accordingly, it is proposed to insert the following proviso
in rule 46 of the CGST Rules, 2017 to provide that where the supplier is supplying the
goods or services to an unregistered person, he may show the cumulative value of items
liableto tax at a particular rate and the tax on al such itemsin the invoice.

Pr oposed pr oviso:

“Provided also that where a registered person is supplying goods or services or both to an

(i)

unregistered person, he may, show the cumul ative value of goods or services or both liable
to tax at a particular rate and the total tax on all such goods or services in the invoice.”
Another issue raised in the representation was that articles falling under the tax rate of 0%
are classified as exempt in the GST law. Thereis arequirement that separate tax invoices
are to be issued for the sale of exempted goods. Hence, if someone buys goods like loose
grocery which areliable to tax @ 0%, a separate invoiceis required to beissued. Thiswill
require issuance of one additiona bill for a single sale. This issue was aso examined by
the Law Committee and it was recommended that the rules do not prescribe the format in
which the invoice or bill of supply isrequired to beissued. The rules merely prescribe the
contents of the two documents. The supplier may issue a “tax invoice-cum-bill of supply”
for all such supplies (both taxable and non-taxable) since all the contents of the bill of
supply areincluded in the tax invoice. Accordingly, the following sub-rule (2) is proposed
to beinserted in rule 46 of the CGST Rules, 2017 so as to provide that where the supplier
is supplying the goods or services, both taxable and exempt, to an unregistered person, he
may issue a single “invoice-cum-bill of supply” for all such supplies.

Proposed sub-rule:

“(2) Notwithstanding anything contained in rule 49, where a registered person is supplying,

both taxable as well as exempted goods or services or both, to an unregistered person, he

»»

may issue a single “invoice-cum-bill of supply” for all such supplies.

b) Consolidated invoice by banking and insurance companies (Rule 54 (2))

Due to the large number of invoicesissued in the case of banking and insurance companies, it is
proposed to amend sub-rule (2) of rule 54 to read as follows:

(2) Where the supplier of taxable service is an insurer or a banking company or a financial
ingtitution, including a non-banking financial company, the said supplier shall issue a
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consolidated tax invoice or any other document in lieu thereof, by whatever name called, for
the supply of services made during a month at the end of the month, whether issued or made
available, physically or electronically whether or not serially numbered, and whether or not
containing the address of the recipient of taxable service but containing other information as
mentioned under rule 46.

c) Addition ininstructionsto FORM GSTR-4

As the due date for filing FORM GSTR-1 has been extended, the FORM GSTR-4 which is
auto-drafted will not be available on the common portal. Accordingly, after instruction no. 9 to FORM
GSTR-4, anew instruction is proposed to be added which would read as follows:

“10. For the tax period July, 2017 to December, 2017, serial 44 of Table 4 shall not be furnished.”
2. Pari materiachangeswould a so be required to be carried out in the respective SGST Rules, 2017.

3. Accordingly, approval of the GST Council is sought to carry out the said amendmentsin rules 46
and 54(4) and FORM GSTR-4 of the CGST Rules, 2017.
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Agenda Item 8(iii) — Inclusion of additional itemsin Notifications No. 32/2017 — Central Tax and
No. 8/2017 — Integrated Tax (handicr aft items)

Notification No. 32/2017-Central Tax, dated 15.09.2017 and Notification No. 8/2017-Integrated
Tax, dated 14.09.2017 were issued by the Centra Government for granting exemption from registration
to casual taxable persons making taxable supplies of handicraft goods and persons making inter-State
taxable supplies of handicraft goods respectively.

2. The Law Committee proposed in its meeting held on 19" and 20™ September, 2017 that in view
of the request received from the State of Jammu and Kashmir, the following items shall be added to the
items notified vide the above notifications:

0] Handmade shawls, stoles and scarves (may be added to Sl.no. 9 of thetablein the notification,
along with addition of chapter 61)

(i) Chain titch

(ii)  Crewel, namda, gabba

(iv)  Wicker willow products

(V) Toran

(vi)  Articlesmade of shola

3. Pari materia changes would have to be carried out by the State governments in the notification
under SGST Acts, wherein exemption from registration was granted to casual taxable persons making
taxable supplies of handicraft goods.

4. Accordingly, in principle approval of the GST Council is sought for the inclusion of the
aforementioned items in the above-mentioned exemption notifications.
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Agenda ltem 8(iv) — Clarification regarding the due datesfor the gener ation of FORM GSTR — 2A
and FORM GSTR — 1A for the month of July, 2017.

Reference is invited to notification No. 30/2017 dated 11" September 2017, whereby the dates
for filing FORM GSTR-1, FORM GSTR-2 and FORM GSTR-3 for the month of July, 2017 were
extended. Queries have been received regarding the due dates for the generation of FORM GSTR-2A
and FORM GSTR-1A inlight of the said extension of dates.

2. Therefore, it is proposed that a circular beissued in thisregard clarifying that —

() the due date with respect to FORM GSTR-2A stands automatically extended since the due
datesfor furnishing the detailsin FORM GSTR-1 and FORM GST R-2 have been extended.
Thedetailsfiledin FORM GSTR-1will be made availableto therecipientin FORM GSTR-
2A not later than the 11™ of October, 2017 while they are required to furnish the details of
their inward suppliesin FORM GSTR-2 not later than the 31% of October, 2017.

(b) theduedatefor finaizing of FORM GSTR-1A also stands automatically extended when the
datesfor furnishing the detailsin FORM GSTR-1 and FORM GST R-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 the 1% of
November to the 2™ of November, 2017, and accordingly, his FORM GSTR-1 shall stand
modified.

3. Thecircular shall also be issued by the States.

4. Accordingly, approva of the GST Council is sought for issuing the circular (draft enclosed —
Annexurel).
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Annexurel
Circular No./ /2017 - GST

F. No. 349/ /2017-GST
Government of India
Ministry of Finance
Department of Revenue
Central Board of Excise and Customs

New Delhi, dated 2017

Sub — Deemed extension of duedate of FORM GSTR-2A and FORM GSTR-1A, in accor dancewith
the extension of due datefor filing FORM GSTR-1 and GSTR-2 respectively — reg.

Please refer to Notification No. 30/2017 dated 11™ September 2017, whereby the dates for filing
FORM GSTR-1, FORM GSTR-2 and FORM GSTR-3 for the month of July, 2017 were extended.
Queries have been received regarding the due dates for the generation of FORM GSTR-2A and FORM
GSTR-1A in light of the said extension of dates. Therefore, in exercise of the powers conferred by sub-
section (1) of section 168 of the Central Goods and Services Tax Act, 2017 (hereinafter referred to as ‘the
Act’), for the purpose of uniformity in the implementation of the Act, the following is clarified:

2. Sub-section (1) of section 37 of the Act read with sub-rule (3) of rule 59 of the CGST Rules,
2017 (hereinafter referred to as ‘the Rules’) provides for the details filed in FORM GSTR-1 by the
supplier being made availableto the registered recipientin FORM GSTR-2A after the due date for filing
of FORM GSTR-1. Further sub-rule (1) of rule 60 of the said Rules provides that the details
communicated in FORM GSTR-2A shall be verified, validated, modified or del eted by the recipient and
on the basis of such modification, the recipient shall furnish the details of their inward supply in FORM
GSTR-2. Further, sub-section (2) of section 38 of the Act read with sub-rule (1) of rule 60 of the Rules
provides for furnishing of FORM GSTR-2 after the 10" but before the 15" of the month succeeding the
tax period.

3. Sincethe due datesfor furnishing the detailsin FORM GSTR-1 and FORM GSTR-2 have been
extended, it is hereby clarified that the due date with respect to FORM GSTR-2A stands automatically
extended. The detailsfiled in FORM GSTR-1 will be made available to the recipient in FORM GSTR-
2A not later than the 11'" of October, 2017 while they are required to furnish the details of their inward
suppliesin FORM GSTR-2 not later than the 31% of October, 2017.

4, Similarly, sub-section (3) of section 38 of the Act read with sub-rule (4) of rule 59 of the Rules
provides for the communication of the details in FORM GSTR-2 finalized by the recipient to the
concerned supplier through FORM GSTR-1A. Further, sub-section (2) of section 37 of the Act read with
sub-rule (4) of rule 59 of the Rules provides that once these details are communicated to the supplier in
FORM GSTR-1A, the supplier shal either accept or reject the details so communicated to him on or
before the 17™" day of the month succeeding the tax period but not before the 15 day, and accordingly,
FORM GSTR-1 shall stand modified.

5. Inthisregard, itishereby clarified that when the datesfor furnishingthedetailsin FORM GSTR-
1 and FORM GSTR-2 have been extended, the due date for finalising of FORM GSTR-1A also stands
automatically 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 the 1% of
November to the 2™ of November, 2017, and accordingly, his FORM GSTR-1 shall stand modified.

6. It isrequested that suitable trade notices may be issued to publicize the contents of this Circular.
7. Difficulty, if any, inimplementation of the above instructions may please be brought to the notice
of the Board. Hindi version would follow.

Commissioner (GST)
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Agenda Note 9: Proposal for issuing notifications on cr oss-empower ment for ensuring single
interface under GST

GST Council in its 9" and 21% meetings held on 16 January, 2017 and 9 September, 2017 had
recommended the broad principles to be followed for division of taxpayers between Central tax
administration and State tax administration to ensure single interface. These principles were
communicated by GST Council Secretariat vide its Circular No. 01/2017 issued under F.No. 166/Cross
Empowerment/GSTC/2017 dated 20 September, 2017 enumerating the guidelines for division of
taxpayers’ base between the Centre and States to ensure single interface. It was requested therein that the
State Level Committees comprising Commissioner Commercial Taxes (CCTs) of respective States (State
GST officers) and Jurisdictional Central Tax Chief Commissioners/Commissioners could take necessary
stepsfor division of taxpayersin each State keeping in view these principles. The State-level Committees
were also authorized to take supplementary decisions to implement the decision of the GST Council,
keeping in view the broad principles decided by the GST Council. It was also informed that suitable
notifications regarding cross-empowerment of State and Central Tax officers under CGST/IGST and
SGST Actsrespectively were being issued separately.

2. The natifications on cross empowerment under the CGST Act, the SGST Act and the IGST Act
along with the supplementary instructions, as suggested by the Single Interface Committee in itsinterim
report, was placed before the GIC for approval in its 10" meeting on 28 September, 2017. The proposed
notification on cross empowerment under the IGST Act creates exception for cross empowerment in cases
where place of supply is under dispute as per the decision of the GST Council. The States, however
contended that the issue of place of supply should be referred to the Council and that all three cross-
empowerment notifications under CGST, SGST and IGST Acts may be taken together in the next GST
Council Meeting.

3. It is submitted that thereis abroad agreement on cross empowerment under the CGST and SGST
Acts. If notifications on cross empowerment are kept in abeyance for want of agreement on IGST Act’s
cross empowerment, the effort to ensure single interface would be in vain. Taxpayers are increasingly
feeling the heat of delay in grant of refund. If they are required to approach both Central and State Tax
Authorities for refund of unutilized input tax credit for exports, it would further accentuate their
grievances.

4, Therefore, it is proposed that notifications on cross empowerment, which have been prepared in
accordance with the recommendations of the Council, be approved.
5. Thethree notifications at (Annexure-1) for the consideration and approval of the Council.
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(Annexure-1)
[To be published in the Gazette of I ndia, Extraordinary, Part |1, Section 3, Sub-section (i)]

Government of India
Ministry of Finance
Department of Revenue
Central Board of Excise and Customs

Notification No..... /2017 — Central Tax
New Delhi, the .... September, 2017

G.S.R....(E).- In exercise of the powers conferred by section 6 of the Central Goods and Services Tax
Act, 2017 (12 of 2017) (hereinafter referred to as the “CGST Act”), on the recommendations of the
Council, the Central Government hereby specifies that the officers appointed under the respective State
Goods and Services Tax Act, 2017 or the Union Territory Goods and Service Tax Act (14 of 2017),
(hereinafter collectively referred to as “the said Acts”) who are authorized to be the proper officers for
the purposes of the said Acts (hereinafter referred to as “the said officers”) by the Commissioner of the
said Acts, shall perform all or any of the duties and functions assigned to them, from time to time, as
detailed in column (B) of the Schedule below, subject to the conditions specified in the corresponding
entry in column (C) of the said Schedule;-

SCHEDULE
Sl. No. Duty or function or scope of authority or Conditions
power
(A) (B) (C)
1. All proceedings with respect to a registered | Jurisdiction in respect of the sad
person, excluding those referred in Sl. No. 2, 3, | registered person has been assigned to the
4 and 5 of this Schedule. said officers for the specified period, in
accordance with the recommendations of
the Council .
(i) dl consequentiad  proceedings
including appeals arising from such
proceedings.
2. Inspection, search, seizure or any other | Such proceedings have not been initiated
proceedings under section 67 of the CGST | by the proper officer of central tax within
Actor intelligence-based enforcement action | one year from the date on which the said
against any person including all consequentia | proceedings are initiated by the said
or incidental proceedings including appeals | officers.
arising from such proceedings.
Explanation. -For the purposes of this
clause, the period of one year shal be
counted from the date of initiation of the
said proceedings as specified in the
format for intimation of such
proceedings.
3. Detention, seizure and release of goods and | No such proceedings have been initiated
conveyances in transit under section 129 of the | in respect of the said goods by the proper
CGST Act or confiscation of goods or | officer of central tax.

Page 154 of 227




conveyances and levy of penalty under section
130 of the CGST Act against any person and all
consequential  or incidental  proceedings
including appeals arising from such
proceedings.

All proceedings against a supplier or recipient
of goods or services or both, who has remained
un-registered although liable to be registered.

No such proceedings have been initiated
in respect of such person by the proper
officer of central tax.

Any proceedings arising out of Chapter XX of
the CGST Act.

Except the issues related to or arising out
of transitional provisions of the CGST
Act.

Explanation 1: Assignment of registered persons refers to the distribution of registered persons between
the central and state tax administrations, for exercising all administrative controls regarding enforcement
of the provisions of the CGST Act, in such proportions and following such methods, as the Council may
decide from time to time.

Explanation 2: With respect to Sl. No. 2, 3 & 4 of the said Schedule, information regarding intimation of
proceedings in the format specified below should be furnished by the Commissioner to the jurisdictional
Commissioner of the respective State Goods and Service Tax Act or the Union Territory Goods and
Services Tax Act on the common portal or manually with due acknowledgement till such time the facility
for uploading the said information is not available on the common portal.

Format for intimation of proceedings

Serial GSTIN Date of initiation of proceedings | Subject matter under | Period under
No. No. investigation investigation
(to be specified such as
registration/valuation/cla
ssification)
1) (2 3 4) ©)
2. This notification shall come in force with effect from -----
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Notification No..... /2017 —State Tax

. September, 2017

G.S.R....(E).-In exercise of the powers conferred by sub-section (1) of section 6 of the <State> Goods
and Services Tax Act, 2017 ( --- of 2017) (hereinafter referred to as “<State>GST Act”), and on the

recommendations of the Council, the Government of

hereby specifies that the officers appointed

under the Central Goods and Services Tax Act, 2017 (12 of 2017) (hereinafter referred to as the “CGST
Act”)who are authorized to be the proper officers for the purposes of the CGST Act (hereinafter referred
to as “the said officers”)by the Commissioner in the Board, shall perform all or any of the duties and
functions assigned to them, from time to time, as detailed in column (B) of the Schedule below, subject
to the conditions specified in the corresponding entry in column (C) of the said Schedule;-

SCHEDULE

Sl. No.

Duty or function or authority or scope of
authority or power

Conditions

(A)

(B)

(C)

1.

All proceedings with respect to a registered
person, excluding those referred in SI. No 2, 3,
4 and 5 of this Schedule.

Jurisdiction in respect of the sad
registered person has been assigned to the
said officers for the specified period in
accordance with the recommendations of
the Council .

(i) dl consequentiad  proceedings
including appeals arising from such
proceedings.

Inspection, search, seizure or any other
proceeding under section 67 of the <State>GST
Actor intelligence-based enforcement action
against any person including all consequentia
or incidental proceedings including appeas
arising from such proceedings.

Such proceedings have not been initiated
by the proper officer of the <State>GST
Act within one year from the date on
which the said proceedings are initiated
by the said officers.

Explanation. -For the purposes of this
clause, the period of one year shal be
counted from the date of initiation of the
said proceedings as specified in the
format for intimation of -such
proceedings.

Detention, seizure and release of goods and
conveyances in transit under section 129 of the
<State>GST Actor of confiscation of goods or
conveyances and levy of penalty under section
130 of the <State>GST Act against any person
and all consequential or incidenta proceedings
including appeds arisng from such
proceedings.

No such proceedings have been initiated
in respect of the said goods by the proper
officer of <State> GST Act.

All proceedings against a supplier or recipient
of goods or services or both, who has remained
unregistered athough liable to be registered.

No such proceeding has been initiated in
respect of such person by the proper
officer of <State>GST Act.

Any proceedings arising out of Chapter XX of
the <State>GST Act.

Except the issues related to or arising out
of transitiona provisons of the
<State>GST Act.
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Explanation 1: Assignment of registered persons refers to the distribution of registered persons between
the central and state tax administrations, for exercising all administrative controls regarding enforcement
of the provisions of the SGST Act, in such proportions and following such methods, as the Council may
decide from timeto time.

Explanation 2: With respect to SI. No. 2,3 & 4 of the said Schedule, information regarding intimation of
proceedings in the format specified below should be furnished by the Commissioner to the jurisdictional
Commissioner of the Central Goods and Services Tax Act on the common portal or manually with due
acknowledgment till such time the facility for uploading the said information is not available on the
common portal.

Format for intimation of proceedings

Serial GSTIN Date of initiation of proceedings | Subject matter under | Period under
No. No. investigation investigation
(to be specified such as
registration/valuation/cla
ssification)

1) 2 ©) (4) ©)

2. This notification shall come in force with effect from -----
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[To bepublished in the Gazette of India, Extraordinary, Part |1, Section 3, Sub-section (i)]

Government of India
Ministry of Finance
Department of Revenue
Central Board of Excise and Customs

Notification No..... /2017 —Integrated Tax

New Delhi, the .... September, 2017

G.S.R....(E).-In exercise of the powers conferred by section 4 of the Integrated Goods and Services Tax
Act, 2017 (13 of 2017) (hereinafter referred to as the “IGST Act”), on the recommendations of the
Council, the Central Government hereby specifies that the officers appointed under the respective State
Goods and Services Tax Act, 2017 or the Union Territory Goods and Services Tax Act (14 of 2017),
(hereinafter collectively referred to as “the said Acts”), and who are authorized to be the proper officers
for the purposes of the said Acts(hereinafter referred to as “the said officers”) by the Commissioner of
the said Acts, shall exercise their powers except in respect of the following purposes, namely:-
a) any disputed issues requiring determination of place of supply under Chapter V of
the IGST Act;
b) where one of the states involved in an Inter-State transaction requests that the case
be adjudicated by the officer appointed under section 3 of the IGST Act;
c) refund of IGST paid on export of goods other than the supply of goods to SEZ unit
or SEZ supplier;
d) any other purpose that is recommended by the Council from time to time:
2. The said officers shall perform the duties and functions assigned to them, from time to time, as detailed
in column (B) of the Schedule below, subject to the conditions specified in the corresponding entry in
column (C) of the said Schedule; -

SCHEDULE
Duty or function or scope of authority or
power

SI. No. Conditions

(A) (B)
1. All  proceedings with respect to registered
persons, excluding those referred at SI. No. 2, 3,
4 and 5 of this Schedule.

©

Jurisdiction in respect of the said
registered person has been assigned to
the said officersfor the specified period
in accordance with the
recommendations of the Council.

(i) al consequentia proceedings
including appeds arisng from such
proceedings.

Such proceedings have not been

2. Inspection, search, seizure or any other

proceedings under section 67 of the Central
Goods and Services Tax Act, 2017 as made
applicable to the Integrated Tax vide section 20
of the IGST Act or intelligence-based
enforcement action against any person including
all consequential or incidental proceedings
including appeal's arising from such proceedings.

initiated by the proper officer of central
tax within one year from the date on
which said proceedings are initiated by
the said officers.

Explanation. -For the purposes of this
clause, the period of one year shal be
counted from the date of initiation of
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the said proceedings as specified in the
format for intimation of such
proceedings.

Detention, seizure and release of goods and
conveyances in transit under section 129 of the
Central Goods and Services Tax Act, 2017 or of
confiscation of goods or conveyances and levy of
penalty under section 130 of the Central Goods
and Services Tax Act, 2017 made applicable to
the integrated tax vide section 20 of the IGST
Act, against any person and all consequentia or
incidental proceedings including appeal arising
from such proceedings.

No such proceedings have been
initiated in respect of the said goods by
the proper officer of the central tax.

All proceedings against a supplier or recipient of
goods or services or both, who has remained un-
registered, although liable to be registered.

No such proceedings have been
initiated in respect of such person by the
proper officer of the central tax.

Any proceedingsarising out of Chapter XX of the
Central Goods and Services Tax Act, 2017 made
applicableto the integrated tax vide section 20 of
the IGST Act.

Except the issues related to or arising
out of transitiona provisions of the
Central Goods and Services Tax Act,
2017.

Explanation 1: Assignment of registered persons refers to the distribution of registered persons between
the central and state tax administrations, for exercising all administrative controls regarding enforcement
of the provisions of the IGST Act, in such proportions and following such methods, as the Council may
decide from time to time.

Explanation 2: With respect to SI. No. 2, 3& 4 of the said Schedule, information regarding intimation of
proceedings in the format specified below should be furnished by the Commissioner to the jurisdictional
Commissioner of the respective State Goods and Services Tax Act or the Union Territory Goods and
Services Tax Act on the common portal or manually with due acknowledgment till such time the facility
for uploading the said information is not available on the common portal:

Format for intimation of enforcement actions

Sl GSTIN | Date of initiation of | Subject matter under investigation Period
No. No. proceedings (to be  gpecified such  as| under
registration/val uation/classification) investigatio
n
1) 2 ©) 4 ©)
2. This notification shall comein force with effect from -----
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Agenda ltem 10: Proposal for deemed ratification of notifications, circulars and orders by the
GST Council

In the Writ Petition filed before the Hon’ble Delhi High Court challenging the levy of GST on
legal services through reverse charge, one of the contentions of the petitioner was that the SI. No. 2 of
notification No. 13/2017-Central Tax (Rate) dated 28.06.2017 was not in consonance with the
decisions/recommendations of the GST Council, as was uploaded on the website of CBEC
(www.cbec.gov.in) after its 14" Meeting. The petitioner also argued that, since the words “on the
recommendations of the Council” do not appear in the notification No. 5/2017-Central Tax dated
28.06.2017, it appearsthat there was no recommendation of the GST Council for the Central Government
to issue such a notification whereby the category of persons who are only engaged in making supplies of
taxable goods or services or both, thetotal tax on which isliableto be paid on reverse charge basis by the
recipient, were exempted from registration.

2. The Hon’ble High Court in its order dated 18.07.2017 posed a question to the GST Council
Secretariat as to whether “the recommendations of the GST Council could be modified, clarified, amended
etc by a notification/notice/circular of ‘press release’ and, if so, by whom?”. Vide its order dated
14.09.2017, the Hon’ble High Court observed that the wording in the above referred notification goes
beyond the recommendations made by the GST Council and accordingly, directed the Central
Government and the GNCT Delhi to issue corrigenda to notification N0.13/2017 — Central Tax (Rate)
dated 28th June, 2017 and No. 10/2017-Integrated Tax (Rate) dated 28.06.2017, so asto make them fully
consistent with the decisions of the Council .

3. This observation was made by the Court in spite of the argument made by the Central
Government’s counsel that there is aclear disclaimer posted on the website stating that “the information
is being uploaded immediately after the GST Council’s decision and it will be subject to further vetting
during which the list may undergo some changes. The decisions of the GST Council are being
communicated for general information and will be given effect to through gazette notifications which
shall have force of law”. The Court did not accept the contention of the Central Government that there
may be differences in the wordings of the recommendations placed in the public domain (in the form of
press release or document uploaded on the official website of CBEC) after the GST Council Mesetings
and the final wordings appearing in the Gazette notifications which are issued only after legal vetting by
the Union Law Ministry.

4. Therefore, it isfelt that in order to avoid challenges to the legality of the notifications issued by
the Central/State Governments on the grounds of inconsistency with the GST Council recommendations
and as dll notifications, circulars and orders are issued with the approval of the competent authority, itis
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.

5. Accordingly, the following notifications, circulars and ordersissued till date under the GST laws
by the Centra Government, as available on www.cbec.gov.in are placed before the Council for
information and deemed ratification: -

Act/Rules Type Notification Nos.
CGST Act/CGST Rules Central Tax 1to 36

Central Tax (Rate) 1to29
IGST Act Integrated Tax 1to8
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Act/Rules Type Notification Nos.
Integrated Tax (Rate) 1t0 30

UTGST Act Union territory Tax 1to3
Union territory Tax (Rate) 1t029

GST (Compensation to | Compensation Cess Natification 1

States) Act Compensation Cess (Rate) Notification lto5

Circulars Under the CGST Act lto7
Under the IGST Act 1
Under the (Compensation to States) Act 1

Orders Under CGST Act lto4

6. The GST Council may grant deemed ratification to the notifications, circulars and orders listed

above.
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Agendaltem 11: Procedurefor implementing Gl C decisions of urgent naturerequiringimmediate
implementation

1 The GST Implementation Committee (GIC) was formed pursuant to the decision of the GST
Council inits 14" Meeting held on 18-19 May 2017 as part of a 3-tier decision making body consisting
of the Office of the Revenue Secretary, the GST Implementation Committee and eight (8) Standing
Committees.

2. In the 17" GST Council Meeting held on 18 June 2017, the Council approved the proposal to
del egate powers to GIC to decide on urgent matters. A working procedure for the functioning of the GIC
was approved as per which the decisions taken in GIC would be circulated amongst the Council members
and their views/comments sought within 2 days. After suitably incorporating comments/views of the
Council members, the decision would be implemented after obtaining the approval of the Chairperson of
the Council. The decisions taken by GIC would be put up for information of the Council in the next
Council Mesting.

3. It is seen that on many occasions, it becomes difficult to follow the decided procedure as
mentioned at paragraph 2 where important procedural issues are required to be implemented urgently.

4, Therefore, it is proposed to dightly modify the procedure mentioned at paragraph 2 above.
Accordingly, it is proposed that important and urgent procedural issues, approved by GIC, may be
implemented with the approval of the Hon’ble Union Finance Minister and Chairperson of the GST
Council. The same shall be circulated to States for information. The decisions taken by the GIC would be
put up for information of the Council in the next Council Meeting. However, procedure laid down in
paragraph 2 shall be followed for normal GIC matters.

5. Further asdecided in the 21% GST Council Meeting held on 9 September 2017, recommendations
of the GIC, involving substantive policy issues shall be placed beforethe GST Council for approval before
implementation.

6. The proposal at paragraph 4 is placed before the GST Council for consideration.
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Agenda ltem 12: Issues carried forward from the 21% GST Council Meeting

In the 21% GST Council Meeting held on 9 September 2017, it was decided to discuss the
following issuesin the next (i.e. 22" GST Council Meeting

Agenda ltem 12(i) — Approach paper on principlesfor Fitment post-implementation of GST.

Tofacilitate systematic review of GST rates on goods, an approach paper, on principlesof review
of GST rates post implementation of GST, was circulated for consideration of the Council in its 21%
Meeting held on 9" September, 2017. A copy of the same is attached herewith as Annexurel.

2. During the discussions in the Council meeting on 9™ September, 2017, some of the Member of
the Council had mentioned that they required some more time to study in detail the approach paper. The
Council after detailed deliberation on the issue, decided to give more time to the Members to study the
Approach Paper and formulate their response and then take it up for discussion in the Council.

3. Since then, comments from the Five States, namely, Punjab, Uttarakhand, Himachal, Uttar

Pradesh and Haryana have been received, which are summarised in Annexure | to this agendaitem and
are submitted for the consideration of the Council.
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Annexurel

The GST Council in its 4th Meeting (held on 3-4 November, 2016) had set the following guiding
principlesin respect of bands of rates of GST and GST Compensation mechanism to be followed by the
Fitment Committee, namely: -
(i)  Thereshall be acategory of goods which shall be exempt from GST and this will include items
like food grains;

(i)  There shall be alow band of tax rate of 5% and would generally cover goods which presently
attract combined tax rate of Central Excise and VAT (including cascading on account of these
two taxes) between 3% and less than 9%. Such goods are normally consumed by the vulnerable
sections of the society or have high impact on inflation;

(iii)  Thereshall beastandard tax rate of 12% and would generaly cover goods which presently attract
combined tax rate of Central Exciseand VAT (including cascading on account of these two taxes)
between 9% and less than 15%;

(iv)  Thereshall be another standard tax rate of 18% and would generally cover goods which presently
attract combined tax rate of Central Excise and VAT between 15% and less than 21% (including
cascading on account of these two taxes);

(v)  Thereshal beahigher band of tax rate of 28% and would generally cover goods which presently
attract combined tax rate of Central Excise and VAT equal to or more than 21% (including
cascading on account of these two taxes);

11 The Council aso recommended that a Committee of officers of Central Government and State
Governments shall carry out an exercise of fitment of goods in various slabs, namely, exempted category,
lower rate, the two standard rates and the higher rate on the basis of the principles enumerated at S. No.
(i) to (v) above, which are indicative and not fixed rules. The Council also recommended that for fitment
in the slab rates of 12% and 18%, the Committee of officers shall take into account the current economic
and social redlities. The Council also recommended that the Committee of officers shall also examine as
to what items presently attracting a combined VAT and Central Excise tax incidence of 28% or above
could be put into 18% rate dlab taking into account the present context in which goods earlier considered
as luxuries are now largely used by all segments of society.

2. Accordingly, the Fitment Committee consisting of the Central Government and 10 State
Governments met on three occasions (for atotal of six days) and finalised its recommendations on GST
rate structure, taking into account the pre-GST tax incidence on account of Central Excise, Service Tax
and VAT (including cascading on account of these taxes) as well as embedded taxes and the incidence of
CST, Octroi, Entry Tax, etc. In certain cases, the Committee had recommended lower GST rates, vis-a
vis pre-GST tax incidence (including embedded taxes) taking into consideration:

(@) the current economic and social redlities;

(b) ensuring moderate tax incidence on items of common use; and

(c) ensuring standard GST rate of 18% for intermediates and capital goods.
In respect of the rates of Compensation Cess, the Committee was largely guided by the pre-GST tax
incidence.

3. Pre-GST changesin GST rate structure:

31 Based on the recommendations of the Fitment Committee, the GST Council deliberated upon the
rate structure for goods [including the list of exemptions and rates of Compensation Cesg] in its 14™
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Meeting held on 18" and 19" May, 2017. Certain decisions regarding the rate structure on textiles,
branded cereals, flour and pulses, puja samagri, etc. were taken in the 15" Council Meeting held on 3
June, 2017.

3.2 Further, as decided by the GST Council in its Meeting held on 3 June, 2017, the Fitment
Committee met on the 7" and 8" June, 2017 to examine the representations received consequent to
declaration of the GST rates as approved by the GST Council in its 14" Meeting held in Srinagar on 18"
and 19" May, 2017. During the aforesaid meeting, GST rate related representations received by the
Central Government and/or State Governments were examined by the Fitment Committee, generally with
reference to the pre-GST tax incidence [estimated on the basis of present excise duty / embedded excise
duty, VAT rates/ weighted average VAT rates (provided by the Fitment Committee members during the
meeting), cascading on account of VAT on excise duty, CST, octroi, entry tax, etc.]. Based on the pre-
GST tax incidence so estimated and as per the mandate of the Fitment Committee stipulated by the GST
Council, the Fitment Committee made certain recommendations for changes in the rate structure which
had been decided by the GST Council inits earlier meetings. The GST Council deliberated and approved
the recommendations of the Fitment Committee in its 16™ Meeting held on 11™ June, 2017.

3.3 Certain changes in the rate structure were again recommended by the GST Council in its 17™
Meeting held on 18" June, 2017 [dried singhada, makhana, all types of jaggery, including date jaggery
and Neera including date and palm Neera], and in its 18th Meeting held on 30.06.2017 [fertilisers from
12% to 5%).

4, Post-implementation of GST examination for changesin GST rate structur e:

4.1 Post-introduction of GST with effect from 01.07.2017 anumber of representations were received
from various stakeholders regarding GST rates on various good and services. References were also
received from Ministers, Ministries and Secretaries and other officers of Centre and State. All the
references were duly broad-sheeted, and alist of issuesflagged for discussion by the Fitment Committee
in its meeting on 25" July, 2017 was circulated to the members of the Fitment Committee.

4.1 Further, broadsheet of references received from Ministers, Ministries and Secretaries and other
officers were also circulated to the members of the Fitment Committee for discussion in its meeting on
31% July and 1% August, 2017.

4.2 In addition, issues flagged by various States namely, Nagaland, Haryana, Telangana,
Chhattisgarh, Kerala, Puducherry, AndhraPradesh, Rgjasthan, West Bengal, Gujarat, Maharashtra, Tamil
Nadu, Karnataka and Uttar Pradesh were compiled by West Bengal and circulated in the Fitment
Committee, along with comments to facilitate discussion on issues listed therein.

4.3 The Fitment Committee met on 25.07.2017, 31.07.2017 and 01.08.2017 and discussed in detall
on the issues flagged in aforesaid broadsheets, and finalised its recommendations regarding changes in
the GST rates on certain goods. Based on the same, a detailed agenda note with the following two
Annexures was circulated for consideration of the Council in its meeting on 5" August, 2017:

(1) Annexurel containing certain recommendations for change in the GST rates of certain goods.
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(2) Annexurell containing alist of goods where the Fitment Committee had not recommended any
change or had suggested that suitable FAQ may be issued to clarify the doubts relating to
classification and rate of goods.

4.4 The GST Council in its 20" meeting held on 05.08.2017 considered the aforesaid
recommendations of the Fitment Committee. However, taking note of the fact that the time avail able was
not sufficient for discussion on the proposals for changesin GST rates of goods as recommended by the
Fitment Committee, the GST Council deferred the discussion on the proposas on goods to the next
meeting of the Council, except the proposal regarding GST rate on tractor parts. During the meeting Shri
R.K. Tiwari, Additional Chief Secretary (Finance), Uttar Pradesh, suggested that in order to take amore
considered view on thetax rate related proposal's, details such as (i) Pre-GST incidence of tax (ii) Estimate
of likely revenue loss due to proposed reduction in tax rate (iii) Detailed minutes of the Fitment
Committee should be shared in advance. The Hon’ble Minister from Assam also stated that States should
get a chance to know how much revenue was being lost by the States on account of a proposal for tax
reduction in acommodity, which isalso important for the Central Government as such revenue losswould
need to be compensated by the Central Government. In this context, the Hon’ble Minister from Jammu
& Kashmir stated that there should be some rationa basis for recommending rates of tax; the Fitment
Committee’s recommendations had been ad hoc and advised against responding to pressures for rate
reduction; the comments in respect of items like Saree Fall (S. No.15 of Annexure | of Agenda Notes,
Volume-1) that it is like a fabric used to ensure proper fall in Sarees” and Custard powder (S.No.5 of
Annexure | of Agenda Notes, Volume-1) that it is “used by lower and middle income families” did not
appear rational. He also stated that puja samagri, hawan samagri, etc. were appearing frequently as
proposals for rate reduction. He suggested that fixation of rates should be attempted in a more refined
fashion and floor rate could be considered for fixation through a method of statistical distribution under
a Sub-Committee of Hon’ble Ministers.

5. Way forward:

51 From the above, it may be seen that the Fitment Committee has aready deliberated and examined
two tranches of representations, one after announcement of GST rates and before implementation of GST,
and the other after implementation of GST. While the changes in the GST rates recommended by the
Fitment Committee in the first tranche were largely with reference to the calculation of pre-GST tax
incidence with changes in the GST rates on grounds of common use and rationalisation being an
exception, the changesin the GST rates recommended by the Fitment Committee in second tranche were
largely with on the grounds of items of common use and rationalisation of rates and changesin GST rates
with reference to the incorrect calculation of pre-GST tax incidence being an exception.

52 Therefore, as aninference, it appears that the present GST rate structure more or less reflects the
pre-GST tax incidence on most of the goods, and any future review of the GST rate structure will, thus,
be as per the perspective of policy objectives which the GST Council seeksto achieve from the GST rate
structure of goods, rather than a mere fitment exercise.

53 In the above context, the following basic principlesregarding GST rates on goods may be rel evant
for any future review of rates:

a) TheGST regime envisagesacommon market allowing for afreeflow of ITC, thereby eliminating

cascading of input taxes. Therefore, exemptions which break the ITC chain and result in

cascading of input taxes should be kept to a bare minimum. In any case, the threshold exemption
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b)

d)

f)

0)

h)

limit of Rs.20 lakh and the threshold turnover of Rs.75 lakh for the Composition Scheme under
the GST regime should take care of the compliance issues for small tax payers and tax incidence
on goods supplied by them.
Goods of local importance were exempt from VAT in various States. However, goods of local
importance in one State may not be so in other States. In any case, such exemptions will not be
in tune with GST, with underlining principle of One Nation One Tax. Further, the concerns of
small dealers of such goods will in any case be taken care of by the Threshold Exemption and
Composition Scheme. That being so, if any particular State desires to incentivize certain goods
of local importance [for dealers with turnovers beyond the Threshold Exemption and
Composition Scheme], it would be desirable that the same is done using a direct subsidy, rather
than exemption from GST or reduction in GST rate.
As per the National Treatment principle of WTO, imported and locally-produced goods should
be treated equally. Nil GST on any goods, thus, results in Nil IGST on imports of such goods
[thereby zero-rating imports] while similar domestic goods continue to bear the input taxes
cascaded into their cost. Thus, Nil GST on any goods results in negative protection for the
domestic goods, and goes against ‘Make in India’ policy. Thus, as a rule no manufactured goods
shall be fully exempt from GST.
Inasimilar way, concessional GST rate on any goods [lower than the GST rate on inputsfor such
goods] may result in accumulated/unutilised input tax credit. Though the GST law provides for
refund of such unutilised ITC [unless otherwise blocked, as in case of fabrics], the same has its
associated financial and administrative costs, and adds to the compliance burden for domestic
dedlers, putting them at a disadvantage vis-a-visimports. Fertilizers and agarbattis are some such
examples.
Considering that the present GST rate structure reflects more or less the pre-GST tax incidence,
it would be desirable to let the goods prices settle with the present GST rates and seamless flow
of input tax credits. Already, there are concernsthat the benefit of tax incidence reductionin GST
or allowing full input tax credit across the value chain is not being passed on to the consumer. In
such a situation, further changes in GST rates on goods, before the post GST introduction prices
get settled, would not be advisable.
Hence, any further changes in GST rates on goods may be considered only after a reasonable
time gap, say three months. By then post GST prices will settle down and some reliable
commodity wise value and revenue data will also be available, which in turn will enable a more
meaningful analysis before considering any change in the rates.
If the objective isto ultimately converge towards asingle [say 18%] or two rates [12% and 18%]
GST, it would be appropriate not to alter any rate which is at or below 18% GST. Any changein
the GST rate on such goods will be against such long-term objective of a single rate/two rates
GST.
In respect of goods attracting 28% GST, the review may be done after a reasonable time gap of
say three months based on the GST data, on the following lines:
a.  Goods which satisfy the following criteria may not be considered for review, namely: -
i. Goodsthat yield high revenue;

ii. Luxury goods;

iii. Goods having negative externality;

iv. Singoods.
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b. Goods which satisfy any of the following criteria may be considered for review subject
to the revenue yardstick, namely: -
i. Goods of mass consumption / public interest;
ii. Intermediate goods which are in the nature of B2B supplies
iii. Goods predominantly manufactured in the unorganised MSME sector;
iv. Export related items.
Based on the criteria, suitable guidelinesfor review of 28% GST rate may be formul ated,
with an aim to rationalise rates, with priority for items of consumption by common man
and keeping in view the revenue impact of such changes.
6. Further, it has been observed that States are forwarding a huge number of representations,
generally without any prior examination of the issues involved and without any recommendation from
their side. It would be advisable that before forwarding any representation relating to rate changes, the
State concerned does a preliminary analysis of theissue involved based on the principlesto be enunciated
by the GST Council and then forward the same with their recommendations along with supporting data,
such as pre-GST tax incidence, estimated market size of goods concerned, estimated revenue loss on
account of proposed change.

7. In the above background, it isfelt that the way forward could be that the GST Council lays down
the following principles:
(10) To ensure a free flow of ITC, exemptions which break the ITC chain and result in
cascading of input taxes should be kept to a bare minimum.
(11 If any particular State desires to incentivize certain goods of local importance[for dealers

with turnovers beyond the Threshold Exemption and Composition Scheme], it would be desirable
that the sameis done using adirect subsidy, rather than exemption from GST or reductionin GST
rate.

(12 AsNil GST on manufactured goods results in negative protection for the domestic goods,
and thus goes against ‘Make in India’ policy, as a rule, no manufactured goods shall be fully
exempt from GST.

(13) As concessional GST rate on any goods [lower than the GST rate on inputs for such
goods] results in additional costs to domestic dealers, putting them at a disadvantage vis-a-vis
imports, concessional GST on goods lower than the GST rate on inputs should be generaly
discouraged.

(14 Considering that the present GST rate structure reflects more or less the pre-GST tax
incidence, it would be desirable to let the goods prices settle with the present GST rates and
seamless flow of input tax credits. In view of the concerns that the benefit of tax incidence
reduction in GST or alowance of full input tax credit across the value chain is not being passed
on to the consumer, further changes in GST rates on goods, before the prices get settled post
introduction of GST, would not be advisable.

(15) Any further changes in GST rates on goods may be considered only after a reasonable
time gap, say three months. By then post GST prices will settle down and some reliable
commodity wise value and revenue data will also be available, which in turn will enable a more
meaningful analysis before considering any change in the rates.

(16) Thus, to ensure a meaningful and objective analysis of the costs and benefits of any
intervention in GST rates and with an objective to converge towards a single [say 18%] or two
rates [12% and 18%] GST, any further changesin GST rates on goods based on policy objectives
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rather than pre-GST tax incidence on goods may be considered only after a reasonable time gap,
say three months.

17 However, for any further changesin GST rates on goods based on pre-GST tax incidence
on goods, the following procedure may be adopted:

(@) Each State or Centre makes a list of goods where representations have been received
seeking reduction in GST rates.

(b) Each State mentions VAT rates of different States for such goods and the Centre
mentions the central excise duty rate for such goods.

(c) Considering the methodology adopted by the Fitment Committee, the pre-GST tax
incidence is worked out.

(d) In case where the pre-GST tax incidence does not fall in the bracket as provided by the
GST Council for the present GST rate, the GST rate may be considered for suitable
modification keeping in view the overriding principles of (1) to (5) above.

(18) Further, in respect of goods attracting 28% GST, the review may be done after a
reasonabl e time gap of say three months based on the GST data, on the following lines:

(@) Goods which satisfy the following criteria may not be considered for review, namely: -

i. Goodsthat yield high revenue;

ii. Luxury goods;
iii. Goods having negative externality;
iv. Singoods.

(b) Goods which satisfy any of the following criteria may be considered for review subject

to the revenue yardstick, namely: -
i. Goods of mass consumption / public interest;

ii. Intermediate goods which are in the nature of B2B supplies;

iii. Goods predominantly manufactured in the unorganised MSME sector;

iv. Export related items.
Based on the above criteria, the Council may consider suitable guide lines for review of 28%
GST rate, with an aim to rationalise rates, with priority for items of consumption by common
man and keeping in view the revenue impact of such changes.
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Annexurell

Approach Paper-Suggestion from States

Name of Suggestionsfrom State Comments
State
1. Punjab Asfar as possible the tax rate should match the pre-GST levels of taxation. This has been the

Goods that were pre-dominantly being supplied against C-Form i.e. 2%,
should be equalled to the new taxation accordingly. For example, coal that
was supplied for the generation of the Electricity could be procured at the
Central Exciserate of 2% and CST 2 %.

3. Suppliers that face competition from imports should invariably be taxed.

Simultaneously, the burden of cascading should be eliminated in such sectors
to encourage “Make in India’ e.g. textiles.

Number of exemptions should be minimized and largely confined to goods
and servicesthat are meant pre-dominantly for B2C use. Exemptions of B2B
nature should be restricted to only such areas where the burdens of taxes
should not be passed on to the ultimate consumer and only in cases where
their further taxation at B2C level is already exempt or outside the GST.

Similar goods should be taxed at same rates.

The practice of extreme differentiations creates market distortions by opening
up avenues for manipulation and tax evasion. For example: The tax rates of
transportations of goods across various means of transportations today suffer
differential taxation. Likewise, the tax rates for instant coffee and roasted

principle behind the
fitment exercise.

GST rate on cod is 5%,
which is much lower than
the pre-GST tax
incidence. As regards
other intermediates, they
are generdly a 18%.
Finished  consumption
goods for trading in any
case would have suffered
VAT in the recipient
State, over and above 2%
CST.

May be agreed for items
attracting 18% or higher
GST rate. For other
goods, where
exceptionally lower rates
are to be prescribed,
eimination of cascading
may result in refund of
tax paid a previous
stages. GST being avalue
added tax, acute
inversions should be
avoided.

It is true that exemptions
a intermediate stage
result in cascading of
taxes, and thus be
avoided. Exemption for
goods of final
consumption would also
result in cascading of
taxes and put domestic
goods at a disadvantage
vis-a-visimports.

May be agreed.

May be agreed.
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10.

beans and tea have wide variation in tax rates, cashew nuts and almonds have
tax rates of 5% and 12% respectively.

Goodsthat have little tax credits, making use of agriculture or mining goods,
should be subjected to relative moderate taxation. This becomes even more
pronounced where the same goods can be produced in organised as well as
unorganized sectors. Thetypica examples of such productswould bein area
such as plywood, marbles and tiles.

HSN should be followed strictly of tax rates. The practice of loca
descriptions should be avoided. Any assumption made, on grounds of
extreme public interest should be properly explained. For example, the
distinction between “Prasadam” and sweets should be properly explained.

The no. of tax rates for a Chapter should not exceed more than three. The no.
of tax rates at more than 4 digits should, as far as possible, be aways one or
at the most two. At present thereare up to fiverateseven at 5 digitsand higher
levels.

Tax rates across goods and services should also be harmonized. For example,
transportation of patient to the hospital vs. tax rate on ambulance, health
services vs. medical equipment.

7. Present tax rates are based
on pre-GST tax. Further,
deciding rates based on
portion of industry being
unorganised sector would
be very subjective.

8. Wemay agree.

9. Wemay agree.

10. In  the long run,
harmonisation of rate,
even across goods and
services  would be
advisable.

2. Himachal
Pradesh

To ensure a free flow of ITC, exemptions which break the ITC chain and
result in cascading of input taxes should be kept to a bare minimum.

If any particular State desiresto incentivize certain goods of local importance
[for deders with turnovers beyond the Threshold Exemption and
Composition Scheme], it would be desirable that the same is done using a
direct subsidy, rather than exemption from GST or reduction in GST rate.
As Nil GST on manufactured goods results in negative protection for the
domestic goods, and thus goes against ‘Make in India’ policy, as a rule, no
manufactured goods shall be fully exempt from GST.

As concessional GST rate on any goods [lower than the GST rate on inputs
for such goods] resultsin additional coststo domestic dealers, putting them
at a disadvantage vis-a-vis imports, concessional GST on goods lower than
the GST rate on inputs should be generally discouraged.

Considering that the present GST rate structure reflects more or less the pre-
GST tax incidence, it would be desirable to let the goods prices settle with
the present GST rates and seamless flow of input tax credits. In view of the
concerns that the benefit of tax incidence reduction in GST or alowance of
full input tax credit across the value chain is not being passed on to the
consumer, further changes in GST rates on goods, before the prices get
settled post introduction of GST, would not be advisable.

Any further changes in GST rates on goods may be considered only after a
reasonable time gap, say three months. By then post GST prices will settle
down and some reliable commodity wise value and revenue datawill also be
available, which in turn will enable a more meaningful analysis before
considering any changein the rates.

They have agreed to al other
points in the approach paper,
except point no 6 and 7, where
they have suggested that for
any further changes may be
considered only after 6
months. The expression three
months may be changed to six
months, as three monthsistoo
smal a time to draw any
reasonable inference in a
scenario wherein GSTR 1 for
the month of July will befiled
by 10" October.
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0.

Thus, to ensure ameaningful and objective anaysis of the costs and benefits
of any intervention in GST rates and with an objective to converge towards
asingle [say 18%] or two rates [12% and 18%] GST, any further changesin
GST rates on goods based on policy objectives rather than pre GST tax
incidence on goods may be considered only after a reasonable time gap, say
three months.

However, for any further changesin GST rates on goods based on pre-GST
tax incidence on goods, the following procedure may be adopted:

a) Each State or Centre makes a list of goods where representations
have been received seeking reduction in GST rates.

b) Each State mentions VAT rates of different States for such goods
and the Centre mentions the central excise duty rate for such goods.

c) Considering the methodology adopted by the Fitment Committee,
the pre-GST tax incidence is worked out.

d) Incasewherethe pre-GST tax incidence does not fall in the bracket
as provided by the GST Council for the present GST rate, the GST
rate may be considered for suitable modification keeping in view
the overriding principles of (1) to (5) above.

Further, in respect of goods attracting 28% GST, the review may be done
after a reasonable time gap of say three months based on the GST data, on
the following lines:
@ Goods which satisfy the following criteria may not be
considered for review, namely: -
i Goods that yield high revenue;
ii. Luxury goods,
iii. Goods having negative externality;
iv. Sin goods.
(b) Goods which satisfy any of the following criteriamay be
considered for review subject to the revenue yardstick, namely: -
i Goods of mass consumption / public interest;
ii. Intermediate goods which are in the nature of B2B
supplies;
iii. Goods predominantly manufactured in the unorganised
MSME sector;
iv. Export related items.
Based on the above criteria, the Council may consider suitable guide lines
for review of 28% GST rate, with an aim to rationalise rates, with priority
for items of consumption by common man and keeping in view the revenue
impact of such changes.

3.
Uttarakhand

Normally any changein the rate of tax of any GOODS or SERVICES should
be made effective from the first date of a Quarter i.e. 1st January, 1st April,
1st July or 1st October.

If there is any urgency, the change may be made effective from the first date
of the month.

Only inan exceptiona case, the change may be made effective from any other
date of the month.

Advertisements must be published in al National and Local dailies acrossthe
country Before the date, on which the change in the rate of tax isto be made
effective.

The proformafor the advertisement may be as below.

No.

Goody | HS Present rate of tax Tax rate w.e.f. ...... Remarks
Service | Code (if any)

CGST | SGST | IGST | CGST | SGST | IGST

We may agree.
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4. Uttar
Pradesh

Exemption for goods of local importance- If any State wantsto exempt goods
of local importance, then instead of exempting it or reducing tax rate on it for
whole of the country, it would be advisable to extend such goods through
budgetary support. Similarly, if the Centra Government wants to extend
Some concession on any goods or services on account of its plan, area, fiscal
policy, export promotion or international obligations, then the same also may
be extended through budgetary support, and not through exemptions.

If any manufactured goods are exempt from GST, then it results in negative
protection for domestic industry and goes against Makein Indiapolicy. Thus,
generally, no manufactured goods should be fully exempted from GST.

GST rate on any goods, which is lower than the rate on its inputs, should
generally be discouraged.

GST rates along with Compensation cess is the maximum at present. In
future, the GST rate structure gradually needs to be reduced to one or two
slabs. Exempted goods list may be confined to most essential goods only.
Most of the goods may be kept at 12% or 18%. This will also improve
compliance, and such a dispensation would be in the interest of dealers as
well as the Govemment. Only luxury goods and sin goods may be kept at
28%. This can be achieved in stages. In this process exempted goods, goods
at 5% may be brought to 12% and 28% rated goods may be brought to 18%
lists.

Instead of exemption form tax, the registration and return filing can be
simplified for small trade and industry. This would increase tax collections
and entire value chain will come in the tax net.

There is a need to systematically adopt HSN code needs to Indian needs.
Similar goods should in the same rate list. At present, similar goods or goods
for similar use are in different lists. This creates confusion.

Vaue based GST rates, such as 5% on footwear of retail sale price upto Rs.
500 per pair and adifferent tax rate for foot wear of value above that; 5% for
garments upto sale value of Rs. 1000 and 12% above that sale value. This not
only resultsin tax evasion, but also resultsin increased compliance burdenin
terms of detailed record keeping. Thisincreases tendency of mis-declaration
by the dealers both to the consumers and the Government.

The practice of monthly revision of rates by the GST Council, based on the
recommendations of the Fitment Committee, need to be stopped. This may
be done only twice in ayear, in January and July. This will check lobbying
by the trade and industry, and baseless publicity in media.

On the lines of exemption from GST on services provided by the Central
Government institutions, services provided by the State Government
institutions should a so be exempted from GST on similar principles.

May be agreed except in
case of international
obligations, wherein the
agreed exemptions will
have to be extended.

This in one of the
criterion, in the approach
paper. May be agreed.

May be agreed.

This could be the future
road map for the rate
structure, keeping in view
the interest of common
man and revenue yield.

May be agreed.

May be agreed.

May be agreed.

May be agreed.

Services by way of
collections of
contribution under any
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pension Scheme of State
Government is exempt.

b) Services by Centra
Government or State
Government in relation to
any activity under Article
243W/243G are exempt.

c) Services where the total
premium is paid by the
Central Government or
State Government under
any insurance scheme is
exempt.

d) Services provided to
Centrd Government,
State Government under
training programme of
which the total
expenditure is borne by
the concerned
Government is exempt.

e) Decision hasalready been
taken by the Council that
if there are any services
received by the State
Government, where total
expenditure is not borne
by the concerned
government, then it will
be examined and put up
by the GST Council
Secretariat to the Council .

Haryana
(Generd
Comments)

1. It istrue that the laying out of principles may cut down the incessant
request for change of rate of tax. The GST implementation is still at a
very nascent stage where more proactive approach and quick decision
making is required. Certain anomalies exist in the present rate structure
and keep coming to notice which aso needs to be responded quickly. So
the approval of these principles may be put on hold at |east for some more
time. For example, the rate of tax on tractor parts in higher than tractors,
rate of tax on some agriculture implements is higher than these
implements etc.

It will take some more timeto fully understand the impact of rate of tax under

GST on trade and industry. We will have to respond to the shift in trade and

industry. It again calls for more flexibility.

The collective wisdom of GST council in deciding the appropriate rates of

tax in accordance with its understanding of the situation should not be

undermined. The formal approval of the principles may sometimes prove to
be hindrance in dealing with new emerging scenarios. The economy has
always been evolving and changing. Many unforeseen situation will arise. So

The suggestion to have
certain principles for fixation
of rate has been made by the
Council. Appropriate
flexibility can be provided for
following these principles in
order to avoid the kind of
problems aluded to in these
comments.
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it is better to give more flexibility to GST council to deal with various
situations and not to bind it in the iron jacket of principles.
The formal approval of principles will definitely be used by various
stakeholders to their advantages in the court of law wherein litigation will
rise and decisions may be put on hold by courts.
Any decision in respect of rate of tax will create aright to seek change in rate of
taxes by the similarly placed sectors on the basi s principles which may ultimately
become difficult to handle and explain.

Haryana
(Point wise
Comments)

The principle of restricting exemptions to bare minimum for ITC to flow
seamlessy has been broadly followed, the best example is taxing of textile. The
decisions to bring new sectors in the ambit of GST should aso be based on its
tractability and cost benefit ratio. Nevertheless, the interests of poor and common
people should be paramount.

The  suggestion  merits

consideration

States interact with trade and industry with greater proximity so have to respond
more quickly. The economy keeps changing and new scenarios keep emerging.
Many atimes, certain sectors will need government hel ping hands to sustain and
states may not be in a position to support by DBT. So a blanket ban may not be
put on the requests of states to ask for relief to certain sectors. GST council can
aways consider their requests and take an appropriate view of facts and
circumstances. It istrue that rate of tax should not result into negative protection
of industry and thisfactor should be kept in mind whilefixing the rates. However,
the blanket ban may not be practical.

Council
further

may discuss this

In genera the rate of tax on an item should not be less than its input. However,
there are many such cases whererate of tax on anitemislessthan itsinputs. Such
cases are coming to naotice. The rates of tax on all items have not been specified
and default rule is applicable to such items. Some items fall in more than one
categoriesand lead to complications. So fixing of ratesof itemslessthanitsinputs
should be discouraged.

Merits consideration

The principle that there should not be any change in rate of rate for some time has
its own pitfals. Certain anomalies are being reported. There may be some other
important issues of evasion, prices, revenue etc which need to be rectified
quickly. Like, cess rates were revised on motor vehicles recently. However, in
most other cases, the rate of taxes should be reviewed after some gap.

A gap of three to six months
can be considered for not
making changes to the rates
except for items which are of
urgent or essential nature

The review of rate of tax should be less frequent and should be on the basis of
certain facts. The interests of revenue, growth in trade and industry, changing
€conomic scenarios, evasion, anomalies, the interests of poor and common men,
practicability should aways be paramount while fixing the rates. There should
not be blanket ban on review of rate of taxes on goods in 18% dab or less. A
situation may arise where the principle may become a hurdlein taking arighteous
decision

Merits consideration

Withregardto principlesfor review of goodsin 28% slab, generally the principles
are good but an exception cannot be ruled out

Can be agreed
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So, the approval of principles may be kept on hold for some more time. The
principles should be framed, if to be framed, in such away that the flexibility to
respond to new situation and unforeseen circumstances is not lost. The right and
freedom of the Council to decide as per its wisdom and assessment should not be
undermined. It is not misused by vested interests to their advantages in the court
of law

The suggestion to have
certain principles for fixation
of rate has been made by the
Council. Appropriate
flexibility can be provided for
following these principles in
order to avoid the kind of
problems aluded to in these
comments.
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Agendaltem 12(ii) — | ssueslisted in AnnexurellB of the Agendaitem 7 of 21% GST Council M eeting
(List of goods discussed by the Fitment Committee where no changein rate of tax was pr oposed)

In the 21 Meeting of the GST Council, the issues listed in Annexure-11B Agendaitem 7 of 21%
GST Council Mesting could not be discussed in detail by the Council due to paucity of time, and the

Council decided to discuss these issues in its next Meeting (i.e. 22™) of the GST Council. The same is
listed as Annexure-11B below.
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Annexure-l1B

List of Issues Discussed by Fitment Committee — No changes proposed

SI.No | HSCode | Goods Present | Requested Remar ks/Reasoning Comments of the Fitment Committee
R GST GST rate
rate

1 9403 Bamboo 18% Not Since bamboo products are | 1. Fitment Committee had aready

furniture specified among the few recommended rate reduction from
commercially viable 28% [as per pre-GST tax incidence]
commodities actually to 18%, which has since been
manufactured in the North- recommended by the GST Council
east states due to readily also.
available good quality raw | 2. Further, reduction may not be
meaterial, the sector will be justified.

2. 9403 Cane 28% Not badly affected unlessthetax | 1. No change.
furniture specified rates are reduced.

3. 4602 | Basketry 12% Not Therefore, cane furniture | 1. Fitment Committee had aready
items specified falling under heading 9403 recommended rate reduction from
made of may also be considered to be 18% [as per pre-GST tax incidence]
bamboo kept a 18% to avoid to 12%, which has since been

disputes. recommended by the GST Council
also.
2. Further, reduction may not be
justified.
3. Nochange.
4, 8432, Agricultu 12% 0 or 5% Tax on agriculture | 1. GST rate of 12% is as per pre-GST
8433 re implements would increase tax incidence.
Impleme the input cost of agriculture | 2. The GST rate on these implements
nts and this cost is not was discussed at length in GST
power accounted for in the Council meeting, after which it
driven- Minimum Support Price recommended 12% GST rate on
8432 & (MSP) announced by the them.
8433 Government for agricultural | 3. Will not be advisable to change the

products from time to time.
Power driven agriculture
implements including
thrashers, harvesters, Power
driven sprayers and drip
irrigation, equipments,
tractor, disc  ploughs,
agricultural, horticultural,
forestry and poultry
machinery, machines for
cleaning, salting, grading,
seed, grain etc. have been
placed in 12% dlab.

These items were exempted
in the State of Haryana
under VAT.

During pre-GST regime,
these items were placed in
chapter—84 of Centra
Excise Tariff and were
exempted under Central
Excise.

These are agricultural input
items and levy of tax
including embedded tax
should not increase.

rate.

4. Inorder to achieve the larger goal of
a single rate GST, it may not be
appropriate to tweak GST rates of
goods which are aready at 18% or
below.
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5. Chapter | Scientific 12%, 12% Most of the scientific Most of the instruments are at 18%,

90 Instrume 18%, apparatus and instruments which corresponds to 5% VAT and
nts 28% have been placed in the slab 12.5% ED.

of 18% and 28% under For other items, the rates have been

GST. fixed as per the pre-GST tax

The apparatus like incidence.

Mi Croscopes, direction No change

finding Ccompasses,

hydrographic instruments,

balances, length measuring

instruments like rod and

tapes, micro meters, clippers

are placed in the dab of

28%.

Machinesand appliancesfor

testing the hardness

strength, elasticity property

of material etc., hydrometer,

thermometer, pyrometers,

barometers, hygrometers,

polarimeters,

refractometers,

spectrometers, instruments

for checking viscosity,

instrument  for  surface

tension, checking the

quantities of heat, sound or

heat, instruments  for

detecting adpha, Dbeta,

gamma, X-Ray etc. are

placed under the 18%

category.

6. 9017 20 | Other 12% - The  organization has Present GST rate is as per pre-GST

drawing, submitted that there are tax incidence.
marking- 4000 unitsin Ambala out of Further, lower rate will result in
out or which 2000 are registered in refund of input taxes, with its
mathema VAT accounting for an associated financial and
tical annual turnover of about administrative costs, which will
calculati 1500 crores. ultimately put the domestic goods at
ng The levy of VAT on these a disadvantage vis-avis imports.
instrume itemswas 5.25%. Further, if the refund of unutilised
nts: Most of the supplies from ITC were to be blocked, it would put

this industry are to Schools domestic goods at a much higher

and Educationa disadvantage vis-&-visimports.

Ingtitutions. No economic justification for change

7. 901720 | Drawing 12% - Most of these instruments inrate.

10 and and appliances are being In order to achieve the larger goa of
marking- manufactured by small scale a single rate GST, it may not be
out industries, so excise is not appropriate to tweak GST rates of
instrume leviable. The present rates goods which are already at 18% or
nts of 18% and, in particular below.

8. 901820 | Mathema 12% - 28%, are seemingly high, so

20 tical it is proposed that the
calculati Fitment Committee may be
ng requested to place al these
instrume itemsin the dab of 12%.
nts

9. 9017 20 | Pantogra 12% -

30 ph

10. 901720 | Other 12% -
90
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11.

4412

Plywood
and Ply-
board

28%

18%

The plywood/ply-board has
been placed under the dab
of 28% inthe GST.

The association has
submitted that most of the
plywood manufacturing
units fall under micro-small
and medium enterprises
segment having turnover of
lessthan 4 Cr.

Moreover, excise duty was
not leviable on the units
having turnover of upto
15Cr.

So, most of the ply,
manufactured by  the
plywood industry, did not
attract the excise duty.

So the rate of 28% on
plywood has enhanced the
actua levy on plywood
exorbitantly, and requested
for parity with sun mica
which is @18%.

Present GST rate is as per pre-GST
tax incidence.

The GST rate on plywood has been
discussed at length in GST Council
meeting, after which it recommended
28% GST rate on them.

It wasin this context, that the Council
recommended increase in
composition scheme turnover limit
from Rs. 50 lakh to Rs. 75 lakh,
instead of considering rate reduction
individual items, claimed to be
manufactured by SSI units in pre-
GST regime.

Changing GST rate on one item, on
these grounds would necessitate
similar view to be taken for a number
of other goods.

Reduction from 28% to 18% [by
10%)] on al such goods would entail
huger revenue loss.

No justification for changing the rate.

12.

2516

Granite
Raw
Blocks

12%

5%

13.

6802

Granite
Finished
Products

28%

12%

The Graniteunitsinthe state
are mostly below Rs. 1.5
Crores turnover and hence
were exempted from Excise
duty.

Most of the units do inter-
state trade and sales on CST
of 2%.

The high rate of taxation
will make the granite un-
competitive and so the
industry will suffer whichis
very labour intensive.

Present GST rate is as per pre-GST
tax incidence.

The GST rate on granite and marble
has been discussed at length in GST
Council meeting, after which it
recommended 28% GST rate on
them.

In the context of items attracting 28%
GST [where the concerns were raised
that substantial quantity of these
goods were manufactured by SS|
units, which were exempt from
excise duty] the Council
recommended increase in
composition scheme turnover limit
from Rs. 50 lakh to Rs. 75 lakh,
instead of considering rate reduction
individual items, claimed to be
manufactured by SSI units in pre-
GST regime.

Changing GST rate on one item, on
these grounds would necessitate
similar view to be taken for anumber
of other goods.

Reduction from 28% to 18% [by
10%] on all such goods would entail
huger revenue loss.

No justification for change the rate.

14.

2403

Beedis

28%

Nil

At present, beedi are
exempted from taxation but
5% islevied on beedi / tendu
leaves under the Value
added tax (VAT).

However, there is a Central
Exciseduty at therate of Rs.
16 per thousand beedis
(handmade) and Rs. 23 per
thousand beedis (machine

Present GST rate is as per pre-GST
tax incidence.

The GST rate on bidis was discussed
in great detail in GST Council
meeting, after which it recommended
28% GST rate on them.

Bidis are demerit goods, and there is
no justification for having GST rate
lower than pre-GST tax incidence on
them.
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made) and beedi / tendu
leaves are exempted.

The high rate of taxation
may result in fall in demand
of beedis.

Consequently this will have
a detrimental effect on this
industry  with  possible
closure of many of these
units thereby pushing lakhs
of rural poor woman out of
employment.

Bidi making is a huge
cottage industry providing
self-employment to many
women in Telangana State
and bidi leaves arethe major
components for making
bidis

The GST rate on tendu leaves was
discussed in great detail in GST
Council meeting, after which it
recommended 18% GST rate on
them.

Tendu leaves are only used for
making bidis [a demerit goods]
which attracts 28% GST.

No judtification for lowering the rate
on tendu leaves.

In the proposed GST tax
rates ignores the magnitude
and relevance of vision
correction requirements in
Indiaand itsimplications on
overall health care,
education and the economy.
Vison Aids and alied
products are required for
every age group a
affordable price.

So many multiple slabs for
different optical products is
very complicated in GST
System

Fitment Committee has examined in
detail the pre-GST tax incidence on
optical aid products and accordingly
recommended GST rates on them,
which were also recommended by the
Council .

Spectacles are at 12% GST. ITC on
tax paid onitsinputswill be available
to the dealers.

No justification for suggested rate
rationalisation.

In order to achieve the larger goa of
a single rate GST, it may not be
appropriate to tweak GST rates of
goods which are aready at 18% or
below.

Low cost footwear such as
plastic moulded footwear
and hawai footwear are used
by the weaker sections of
the society.

Telanganastate having 2500
small scale manufactures in
old city with 3000 small
scae  manufactures in
adjacent localities.

It is to ensure that these
cottage  industries  not
affected with high GST rate.

GST rate on footwear was discussed
in great detail by the GST council.
The present GST rates are, in fact,
lower than the pre-GST tax
incidences.

Rs. 500 per pair limit for 5% is aso
higher than the value limit for Nil or
lower ED /nil or lower VAT.
Increasing value limit will reduce
IGST on imported footwear and put
domestic footwear at a disadvantage,
as domestic footwear manufacturers
will have to clam refund of
unutilised ITC [inputs for footwear
being generally at 18%)], which has
its associated financia  and
administrative costs.

In order to achieve the larger goal of
a single rate GST, it may not be
appropriate to tweak GST rates of
goods which are already at 18% or
below.

15. 1404 Tendu 18% 5%
leaves
16. 1404 Bidi Leaf Nil
17. Chapter | Vision 12% 12%
90 Aids and 18%
alied 28%
optical
products
a al
lenses
b.
Frames
spectacle
cases
18. Chapter | Footwear Upto Upto
64 500/- 5% | 1500/- 5%
19. Chapter Other- Other-
64 18% 18%
20. 2302 Rice bran 5% Nil

This is a by-product of rice
milling industry, where the
main product rice is
exempted.

Rice bran isan oil bearing substance.
All oil seedsand edible vegetable oils
are also at 5%.

Edible ail industry will get ITC.
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21. 1103 Rava/ 5%if, Nil Thisisaby-product of flour GST rate for edible products [put up
suji put upin milling industry where the in unit containers and bearing a
unit main products of Atta and registered brand name] was
container Rava are exempted. discussed in great detail by the
and Council.
bearing a Will not advisable to make an
registere exception for one item.
d brand In order to achieve the larger goal of
name a single rate GST, it may not be
otherwis appropriate to tweak GST rates of
e Nil goods which are aready at 18% or
below.
22. Chapter | IT 18% 12% The IT industry is the major ITC of tax paid inputs will be
84 products industry  propelling  the availableto the IT industry.
economy of the country and No justification for over
providing huge employment rationalisation.
to skilled persons In order to achieve the larger goal of
a single rate GST, it may not be
appropriate to tweak GST rates of
goods which are aready at 18% or
below.
23. 25150r | Farshi 5% or 5% There is difference of GST rate of 28% for goods falling in
6802 Paththar 28% opinion on rate of GST on chapter 68 is as per pre-GST tax
(Flooring Farshi  Paththar.  Farshi incidence.
Stone) Paththar is a kind of Will not be advisableto lower ratefor
24. 2515 Calcareo 5% calcareous stone which is one st of items, as it would
us made from Lime stone. necessitate similar reduction in a
building It is used by lower or lower large number of similarly placed
stone, middle class. It is used like items, which would entail substantial
Kota Kota stone. revenue | 0ss.
stone It should be put up in lower
(2515) dab of 5% with a specific
25. 6810 Flag 28% entry.
stone
26. Chapter | Fly-Ash 18% Nil Under Chhattisgarh VAT Manufacturers of fly ash products get
26 both bricks and fly ash ITC of tax paid on fly ash and other
27. 6815 Fly-Ash 12% Nil bricks were exempted. inputs.
bricks Fly-ash isa pollutant. GST rate on fly ash bricks and blocks
To prevent pollution by fly- [12%] is lower than the pre-GST tax
ash its use should be incidence.
encouraged and therefore No economic justification for further
both Fly-ash and fly-ash reduction in rate.
bricks should be exempted In order to achieve the larger goa of
from GST. a single rate GST, it may not be
appropriate to tweak GST rates of
goods which are already at 18% or
below.
28. 3826 Bio- 18% Nil or 5% Under Chhattisgarh VAT it Pre-GST bio-diesel attracted 6%
diesel/Bi was tax-free. Either it excise duty, weighted average VAT
o-fuel should be tax-free or should 10.05% and CST, Octroi etc. of

be put in lower dab of 5%.
It is produced from
Vegetable oils, both edible
and non-edible on which
rate of GST is 5%.

To encourage production of
bio-fuel it should be kept in
lower slab of 5%.

2.5%.

The 18% GST rate is thus as per the
pre-GST tax incidence.

Further, tax rate wise, bio-diesel isat
a huge advantage vis a vis diesel on
which the total ED and VAT
incidence is about 100%.

No economic justification for change
in GST rate on bio-diesal.

In order to achieve the larger goa of
a single rate GST, it may not be
appropriate to tweak GST rates of
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goods which are aready at 18% or
below.

29. 1517 V egetabl 5% - 1. Blended vegetable oils fall | 1. Blended vegetable oils are aso at
e blended under heading 1517 and 5%.
edible ail attract 5% GST.

30. 0305 Dried- 5% Nil 1. Under VAT regime it was | 1. Generaly, only the unprocessed
fish exempted and was produced edible products are at Nil.

by local fishermen having | 2. Processed edible items are at
not much revenue 5%/12%/18% in general .
significance. 3. Benefit of threshold exemption and
2. Therearenoinputsindried Composition scheme can be availed
fish. by eligible dealers.
4. Will not be advisable to change.

3L 6810 Hollow 28% 12% 1. It is made from cement, | 1. Building materials are in general at
bricks, crushed granite stones and 28%.
cement sand and is done on smal | 2. May not be advisable to disturb that.
paver scale basis in our State and | 3. Manufacturers of cement paver
tilesand is a substitute for bricks blocks will be €ligible for ITC,
prefab used in construction. including that on cement, which
frames 2. ltistaxedat 5% during VAT attracts 28% GST.
for period. It is eco-friendlier.
windows
/ doors
etc.

32. 5702.10 | Carpets 12% 12% 1. Higher tax incidence on | 1. Coir products [9404] are a 12%
and floor these types of products will GST.
covering adversely affect the sale of | 2.  Coir mattresses[9404] are 18% GST.
sof coir these productsinamarketin | 3. Coir mats, matting and floor covering

which the competition with [5705] are at 5% GST.
the alternative products are | 4. Apprehensions of 12% rate affecting
very high. market may not be well founded.
2. Similar commodity likejute | 5. In order to achieve the larger goa of
product istaxed at 12%. a single rate GST, it may not be
3. Therefore, coir products appropriate to tweak GST rates of
also may be taxed at 12%. goods which are already at 18% or
below.

33. 9404 Mattress 28% 1. Rubberised coir mettresses are at
es of 28% GST, as per the pre-GST tax
rubberise incidence [ED 125% and VAT
d coir 14.5%, CST, Octroi 2.5%.]

34. - Mass - Nil Mass Wine “2204” | 1. Wineisnot liableto GST.

Wine manufactured under Excise
Rules of the State.

35. 3915 Plastic 18% Nil 1. For incentivise recycling of | 1. Plastic scrap attracts 18% GST, at par

Scrap this products, the rate of tax with the virgin plastic.
may be exempted. 2. Inany case, ITC of GST paid will be
2. Municipal waste, sewage available to user industry.
dudge, clinical waste is
presently exempted.
3. But it would not include
separated plastic waste and
scrap.
4. This would attract tax of
18%.
5. Hence, it needs to be
exempted.

36. 4421 Match 12% 5% 1. Therate may bereducedto | 1. 12% GST rate on match splintsis as
splints 5% otherwise  cottage per pre-GST tax incidence.

industry in Kerala will be | 2. User industry would get ITC.
wiped out. 3. Nochange
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37.

Chapter
30

Classic
Ayurvedi
c
preparati
ons and
Medicine
s
prepared
under the
formulae
prescribe
din
classic
ayurvedi
C texts

12%

5%

Indigenous and traditional
medicinal system is to be
promoted.

Ayurveda sector is aso
identified as the main
driving force of tourism in
our State.

Hence the tax may be
reduced to 5%.

12% GST rate on ayurvedic
medicines is as per the pre-GST tax
incidence [ED 2% w/o ITC or 6%
with ITC, 5% VAT and 2.5% CST,
Ovtroti etc.]

Pre<GST more than 60% of
ayurvedic medicines were paying
excise duty at 6%.

In order to achieve the larger goa of
a single rate GST, it may not be
appropriate to tweak GST rates of
goods which are aready at 18% or
below.

No change

38.

3604
3605

Firework
sand
Matches

28%,
18%

18%, 5%

These units are highly
labour intensive, with nearly
70% of the cost incurred
towards wages of
employees.

The input tax credit can be
claimed also, is very less as
compared to other
industries.

Further, these high tax rates
would lead to import of
fireworks from China,
which would kill the native
industry, rendering lakhs of
families unemployed and
resulting in  loss of
livelihoods.

To save the local industry
and livelihood of lakhs of
families, dependent of these
units, the rates may be kept
at 18% on fireworks and 5%
on matches.

Present GST rate is as per pre-GST
tax incidence.

In the context of items attracting 28%
GST [where the concerns were raised
that substantial quantity of these
goods were manufactured by SSI
units, which were exempt from
excise duty] the Council
recommended increase in
composition scheme turnover limit
from Rs. 50 lakh to Rs. 75 lakh,
instead of considering rate reduction
individual items, claimed to be
manufactured by SSI units in pre-
GST regime.

Changing GST rate on one item, on
these grounds would necessitate
similar view to be taken for anumber
of other goods.

Reduction from 28% to 18% [by
10%)] on al such goods would entail
huger revenue loss.

No change

39.

5608

Fishing

12%

5%

Fishing twine, ropes and
fishing nets were exempted
from VAT in most States.
This increased tax burden
under GST would
significantly increase the
operational costs.

Nearly 25% of the
population of the Union
Territory of Puducherry are
dependent upon fishing for
their livelihoods.
Therefore, to protect the
livelihood of fisherman the
tax incidence on fishing
twine, ropes and fishing
nets, may be taxed @ 5%.
The request was earlier
placed before the Council
by Goa & Tamil Nadu.

Fishnets are made of nylon which
attracts 18% GST.

Fishnets are at 12% GST.

Even with 50% value addition the
ITC would be sufficient to pay GST
on fishnets, which will then flow as
ITCintrading chain.

Lower than 12% rate would convert
all manufacturers of fishnets into
refund seekers, which has its
associated financial and
administrative costs.

Further lowering of GST rate would,
thus, put domestic goods a a
disadvantage vis-a-visimports.

In order to achieve the larger goa of
a single rate GST, it may not be
appropriate to tweak GST rates of
goods which are already at 18% or
below.

40.

Chapter
94

Furniture

28%

Wooden
unbranded
12%,

The furniture sector has
been deeply impacted dueto
huge increase in the tax
rates.

Present GST rate is as per pre-GST
tax incidence.

In the context of items attracting 28%
GST [where the concerns were raised
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Plastic
18%

The total tax incidence in
VAT regime on the wooden
furniture was 10%, un-
branded steel furniture was
5% and plastic furniture was
17.5%.

The present tax incidence is
28% in respect of al the
three categories of furniture.
This has resulted in steep
increase in prices of these
goods.

This furniture is primarily
manufactured by tiny and
small-scale industries,
which provide employment
to thousands of skilled
labour viz., carpenter, fitters
and welders.

To make the furniture
locally competitive and to
protect the employment of
these workers, the tax on
wooden and unbranded steel
furniture may be fixed at
12% and on plastic furniture
@ 18%.

that substantial quantity of these
goods were manufactured by SS
units, which were exempt from
excise duty] the Council
recommended increase in
composition scheme turnover limit
from Rs. 50 lakh to Rs. 75 lakh,
instead of considering rate reduction
individual items, claimed to be
manufactured by SSI units in pre-
GST regime.

Changing GST rate on one item, on
these grounds would necessitate
similar view to be taken for anumber
of other goods.

Reduction from 28% to 18% [by
10%] on all such goods would entail
huger revenue loss.

No change.

41.

Chapter
65

Helmets

18%

5%

Helmets are considered as
an essential safety gear for
protection from head injury.
To encourage people to use
helmets, the U.T of
Puducherry has given total
exemption to helmets from
levy of VAT.

Considering the importance
of helmets and to keep the
cost of helmets affordable,
helmets may be placed in
the 5% slab.

Even 18% GST rate is lower than
pre-GST tax incidence of about 28%.
GST rate on helmets was discussed
specifically in the Council, and
taking into consideration that users of
helmet can bear the tax, the rate of
18% was decided.

All inputs of helmets are at 18%, and
reduction to 12% may result in their
manufacturers seeking refund of
unutilised ITC, with associated
financial and administrative costs.

In order to achieve the larger goa of
a single rate GST, it may not be
appropriate to tweak GST rates of
goods which are already at 18% or
below.

No change.

42.

2515 or
6802

Napa
Slabs or
tiles

5%/
28%

This is a commodity
consumed only by lower
income group people in
house hold sector.

Further, it is ascertained that
the Kota dab stone,
(Rajasthan) which is of
same category of lime stone
is kept under 5% category
(2515).

Other calcareous monumental or
building stone of an apparent specific
gravity of 2.5 or more, and alabaster,
whether or not roughly trimmed or
merely cut, by sawing or otherwise,
into blocks or dabs of a rectangular
(including sguare) shape falling
under heading 2515 attract 5% GST.
Thus, Napa stones, whether or not
roughly trimmed or merely cut, by
sawing or othenvise, into blocks or
dabs of a rectangular (including
square) shape falling under heading
2515 attract 5% GST.

Napa tiles, however, fall under
heading 6802 and attract 28% GST.
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43. 8701 Tractors 12% 5% These are mostly used in | 1. 12% GST rate is as per present tax
farming activity. incidence [embedded excise duty of
The higher tax burden will more than 5%, VAT 5% and CST,
affect farmers. Octroi, etc. 2.5%.
Hence tax may be reduced | 2. 12% rate itself has created problem
to 5%. of duty inversions, which is yet to be
resolved.
3. Nochange
44, 52 Cotton 5% Nil In VAT regime it was | 1. Khadi yarn attracts Nil GST.
hank exempted but under GST it | 2. Nil GST results in breaking of ITC
yarn istaxable @ 5%. chain and cascading of upstream
This is mostly used by the taxes.
Handloom weavers. 3. Khadi yan sector is aready
Levying tax on hank yarn O complaining of such cascading.
will adversely affect the | 4. Inany case, ITC of tax paid on hank
weaving community. yarn will be available to the weaver.
Hence Cotton Hank Yarn | 5. No Change
may be exempted from tax.
45, Chapters | Textiles 5% Nil But under GST, 5% rate is | 1. Nil GST results in breaking of ITC
50to 63 fixed which will affect the chain and cascading of upstream
common man adversely. taxes.
Further Handloom weavers | 2. Khadi yarn sector is already
will be adversely affected complaining of such cascading.
due to levy of tax on| 3. Nil GST aso puts domestic
handloom cloth. manufacturers at a disadvantage vis-
Therefore, textiles may be avisimports.
exempted from tax under | 4. No change
GST.
46. Chapter | Khadi 5% Nil Pre-GST khadi fabrics and | 1. Nil GST results in breaking of ITC
50t0 63 | fabrics, 5%/12% khadi garments and made- chain and cascading of upstream
garments up were exempt from excise taxes.
and duty aswell asVAT. 2. Khadi yarn sector is aready
made-up complaining of such cascading.

3. Nil GST adso puts domestic
manufacturers at a disadvantage vis-
avisimports.

4. No change

47. 2516 Granite 28% Tax to be These are mostly in SSI | 1. Inthe context of itemsattracting 28%
Slabs reduced category and providing GST [where the concerns were raised
employment directly or that substantial quantity of these
indirectly to 5 lakh peoplein goods were manufactured by SSI
Andhra Pradesh. units, which were exempt from
The commodity islevied tax excise duty] the Council
at highest dlab of 28%. The recommended increase in
rate of tax may be reduced. composition scheme turnover limit
from Rs. 50 lakh to Rs. 75 lakh,
instead of considering rate reduction
individual items, clamed to be
manufactured by SSI units in pre-
GST regime.

2. Changing GST rate on one item, on
these grounds would necessitate
similar view to be taken for a number
of other goods.

3. Nochange.

48. Chapter | Hybrid GST Cessto be These cars are environment | 1. Detailed note has been circulated to
87 Cars 28% + reduced to friendly and reguired to be States on thisissue.
Cess 3% encouraged. 2. No change.
15%. But GST is levied not only

at highest rate of 28%, but
cessisalso levied at 15% on
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par with other costly luxury
cars.

This is againgt the
Government  policy  of
Green environment.
Therefore, the Cess may be
removed or reduced to 3%.
To encourage people to
purchase these Hybrid cars.

49,

6802

Marble
and
Granite
slabs and
tiles

28%

18% for
Marble and
Granite
(other than
blocks) of
VaueRs
100/ soft
and 28%
for higher
values

There is about 22 - 40%
value addition in Indian
marbles from block to slab
and 5 - 15% for imported
marbles.

High value addition with
28% GST would cause
hardship to industry.

Present GST rate is as per pre-GST
tax incidence.

In the context of items attracting 28%
GST [where the concerns were raised
that substantial quantity of these
goods were manufactured by SS|
units, which were exempt from
excise duty] the Council
recommended increase in
composition scheme turnover limit
from Rs. 50 lakh to Rs. 75 lakh,
instead of considering rate reduction
individual items, claimed to be
manufactured by SSI units in pre-
GST regime.

Changing GST rate on one item, on
these grounds would necessitate
similar view to be taken for a number
of other goods.

Reduction from 28% to 18% [by
10%] on all such goods would entail
huger revenue loss.

Ragjasthan strongly pleaded for
lowering the GST rates.

No change.

50.

2517,
6807

Marble
powder
and chips

Not
coloured
5%,
Coloured
28%

Nil or 5%

Presently (pre-GST) tax free.

Heading 2517 includes granules,
chippings and powder of stones
heading 2515 or 2516 (other than
artificially coloured) and attracts 5%
GST.

Heading 6802 includes artificialy
coloured granules, chippings and
powder of marble or of other natural
stones (including slate) (e.g., for shop
window displays) and attracts 28%
GST.

A view may be taken to avoid
disputes.

No changein rate

51.

Chapter
54 or 55

Yarn or
manmad
efibre

18%

5%

GST rate on manmade fibre-
18%, manmade yarn-18%
and job work related to
textile 5% with no
accumulated I TC.

The rate structure has
created differentiation
between integrated units
which manufacture fabric
from fibre and small units
which manufacture fabric
from yarn, since they have
to pay tax on higher amount
at the time of purchase of

18% GST rate for synthetic or
manmade fibre is based on the pre-
GST tax incidence, excise duty
12.5% and VAT rate of 5% and CST,
octroi etc. 2.5%.

Raw materials for manmade fibres
are chemicals, which also attract 18%
GST.

Reduction in GST rate to 5% will
result in thousands of crore of refund
to MMF manufacturers. Otherwise,
they would be at a disadvantage vis-
avisimports.

No change.
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yarn (due to value addition
on spinning of fibre)

52. 8203 Hand 18% Nil 18% tax on these items will Hand tools, such as spades, shovels,
Tools make the products made by mattocks, picks, hoes, forks and
small entrepreneur rakes; axes, hill hooks and similar
unviable; it will be difficult hewing tools; secateurs and pruners
for them to survive. of any kind; scythes, sickles, hay
User of hand tools will not knives, hedge shears, timber wedges
be liable to be registered so and other tools of a kind used in
ITC chain will not develop. agriculture, horticulture or forestry
falling under 8201 attracts Nil GST.
Files, rasps, pliers (including cutting
pliers), pincers, tweezers, metal
cutting shears, pipe cutters, bolt
croppers, perforating punches and
similar hand tools fall under heading
8203 and attract 18% GST.
The magor raw materials for these
toolsare at 18% GST.
Any reduction in GST rate on these
goods will lead to ITC accumulation
and refund.
Threshold exemption and
composition scheme will be available
to small dealers.
In order to achieve the larger goa of
a single rate GST, it may not be
appropriate to tweak GST rates of
goods which are aready at 18% or
below.
No change.

53. 1404 M ehendi 5% if 5% Mehendi leaves are GST As per HSN explanatory notes, raw
Powder HSN exempted. vegetable materials of a kind used
and 1404 Leaves are crushed to primarily in dyeing or tanning, either
Mehendi powder and paste is used for directly or in the preparation of
Paste designing palm of women dyeing or tanning extracts, untreated,

across al communities. cleaned, dried, ground or powdered
No significant value (whether or not compressed),
addition in the process of including henna, fall under heading
crushing, items are aso 1404, and will attract 5% GST.
excise exempted.

54. Any Fabric 5% Nil Cloth has been historically GST rate of 5% is as per pre-GST tax

Chapter exempted from VAT in all incidence.
States. Nil GST will put domestic industry at
Dedlers of fabric are not a disadvantage.
used to comply with tax No change
system.
Large number of persons is
employed.
It is requested to consider
exemption.
55. Any Handicra | Applicab 5% Handicraft has not been Matter has already been deliberated
Chapter | ft lerate anywhere indicating in the at length in the GST Council meeting

GST natification.

In most of the States,
handmade furniture of cane,
bamboo, wood etc. are
either tax freeor inlower tax
slab and also export industry
will not be able to sustain
the heat of higher rate in

held on 03.06.2017.

Thereisno justification to reopen the
issue.

No change.
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GST as it is a labour
intensive  sector where
employees, artisans from
remote cluster of States
operate.
Handicraft/Handmade
furniture may be kept at
lower rate of 5%.

56. 0101 Rajastha 12% Nil Horses are in 12% dab | 1. A distinction cannot be made
ni Horses while no other livestock is between imported horses and
within the ambit of GST. domestically bred horses for the
The Marwari Horsed are purposes of levy of IGST as this will
renowned over the world for not be WTO compliant.
their beauty, poise and No change
endurance.
The commendable work of a
few breeders has saved the
rare indigenous breed from
being extinct.
We dtrongly request a
digtinction between
indigenous Horse breeds
and imported breeds used in
racing and exempt the
former from GST.

57. 3915 Waste 18% 5% Earlier taxed @ 5.5%. Margin schemeisavailableto dealers
Items Collected by poor vendors of old and used goods.

(empty from door to door who are No change.
bottle, not registered with Central
broken Excise so total burden on
glass, thisitem is 5.5% as Central
plastic Exciseis not applicable.
waste, May be fixed at 5%.
HDPE
bags)

58. 58 0or 59 | Processe 12% 5% VAT was @ 55% for The GST rate of 12% isapplicableto
d Wool machine made Wool felt. all goodsfalling under chapter 58 and
Felt For handmade NAMADA it 59.

(NAMA was exempted. No change.

DA) Felt and Felt Products were
also free from Excise.
Manufacturing Units
achieved excellence in
product quality and 60%
product is exported.
There are aso a lot of
ecological benefits in the
process of manufacturing
which facilitates
agricultural productivity.
Approx. 200 houses of Tonk
and Jaipur District have
their source of livelihood on
this activity.
Rate may befixed at 5%.

59. 2106 Compou 28% Lower rate 1. GST rate is as per the pre-GST tax
nd incidence.
preparati 2. Nochange.
onsfor
making
non-
alcoholic
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beverage

s, having
same
HSN:
2106

60. 2106 Churan 28% 1. Churnafor pan appearsto be Food preparations not elsewhere
and classified under Chapter specified or included falling under
Churan 2106 leviable to 28% GST. heading 2106 attract 28% GST.

Goli 2. Other churna/churan Threshold exemption and
(tasteful appears to be leviable to Composition will be available to the
churan 18% GST under Sr.No0.453 MSME dedlers.

powder, [goods of any chapter]

churan Schedule V1.

goli ,

khatha

mitha)

are not

classified

inany

tax dab

in GST.

61. 2106 Khakhar 12% 1. Khakhara and Khichia may Classification of Khakhra and GST
aand be classified under Chapter rate has been clarified by way of
Khichia Heading 210690 leviable to FAQ.

12% GST.

2. The sad chapter head
contains  description  of
goods viz. "Namkeens,
bhujia, mixture, chabena
and Similar edible
preparations in ready for
consumption form."

62. 2308 "Vegetab Nil The request may be considered Heading 2308 has been mentioned in
le as not mentioning these items in the Nil schedule.
materials Nil rate would attract residual Therefore, all goods of 2308 attract
and GST rate. Nil GST.
vegetable
waste,
vegetable
residues
and by
products,
whether
or notin
the form
of pellets
of akind
usedin
animal
feeding
not
elsewher
e
specified
or
included”
isnot
shown
under
‘Nil' Rate

63. 210690 | Sweetme 5% When supplied in restaurant, | 1. GST rate applicable to restaurant
ats what will be the rate? service will apply.
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2105

Kulfi

18%

Sweetmeats are taxed @ 5%
having HSN Code: 2106 90
[SI. No. 101 of Sch: I.]

Ice creams are taxed @ 18%
having HSN Code: 2105 00
00 [vide SI. No. 22 Ssch 1]
HSN Code 2105 00 00
denotes Ice cream and other
edible ice, whether or not
containing cocoa.

By nature, Kulfi is neither
ice cream nor ice. It is a
dairy dessert made of milk
blended with sweetening
agents, nuts, flavouring
substances & essence.
Currently, it may be
interpreted as goods under
generd rate, i.e., 18%, [vide
Sl. No. 453 Schedule [11].
But this may be in
contradiction  with  ice-
cream, manufactured
through machines, with
brand names, which are
taxed at the same rate.

1

It has been clarified that kulfi falls
under heading 2105 and attracts 18%
GST.

65.

1902

Macaroni
| Pastal
Noodles

18%

5%

Vermicelli is taxed @ 5%,
Macaroni/ Pasta/ Noodles
are taxed @ 18% and Papad
@ 0%.

There should be uniform tax
rate for all these products as
they are manufactured
through the same set of
machines and equipment.

The tax rates on these goods are as
per the pre-GST tax incidence.

66.

4819

What is
therate
on
Folding
cartons,
boxes
and
cases, of
non-
corrugate
d paper
or
paperboa
rd?

Cartons,
boxes
and cases
of
corrugate
d paper
or paper
board
attract
12%
GST.

18%

Description of Goods under
the broad head 4819 reads as
“Cartons, Boxes, Cases,
Bags And Other Packing
Containers, Of  Paper,
Paperboard, Cellulose
Wadding Or Webs Of
Cellulose Fibres, Box Files,
Letter Trays, And Similar
Articles, Of Paper Or
Paperboard of akind used in
offices, shops or the like”,
but in the notification the
description as given in
481910 has been included,
resulting in confusion as to
whether then entire goods
covered under 4 digit HSN
will be covered or not.

Folding cartons, boxes and cases, of
non-corrugated paper or paperboard
faling under heading 4819 attract
18% GST under residua entry.

FAQ clarifiesthe same.
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67. 4008 19 | Micro 18% 5% Pre- GST central excise was Blocks of microcellular rubber
10 Cellular Nil and VAT was 5%. [intermediate product] for use in the
shest They should have been manufacture of footwear attracted
placed at 5% and not 18%. Nil excise duty.
However, microcellular sheets of
rubber attracted 12.5% excise duty.
Therefore, GST rate is as per pre-
GST tax incidence.
In order to achieve the larger goal of
a single rate GST, it may not be
appropriate to tweak GST rates of
goods which are aready at 18% or
below.

68. 8483 Housing 28% 18% Earlier incidence VAT rate on these products was
/ Blocks, 5%+12.5%. 14.5% in general and excise duty was
Sleeves, Should have been at 18% 12.5%.

Locating and not 28% The GST rate of 28% is, thus, as per
Ring the pre-GST tax incidence.
No change.
69. 8484 Oil sedls 28% 18% Earlier incidence VAT rate on these products was
5%+12.5%. 14.5% in general and excise duty was
Should have been at 18 and 12.5%.
not 28% The GST rate is as per the pre-GST
tax incidence.
No change.

70. 5605 Real Jari 12% 3% Jari kasab is tax free under Real jari kasab falling under 5605.
Kasab VAT & Exciselaw 5% rate is applicable only to
(Thread) Real Jari Kasab is being imitation jari kasab, also falling

made from gold, silver, pure under 5605.
silk and cotton yarn. Real jari kasab will thus attract 12%
In GST, real jari kasab GST.
covered under the heading
no. 5605 of chapter.
56 classified as a metalized
yarn and taxable @ 12%.
Basic raw material of real
jari kasab are gold, silver
(taxable @3%) pure silk &
cotton yarn (taxable @5%).
Lower tax rate on raw-
material & higher rate on
finished goods will
considerably increase the
price of real jari kasab.
The product was tax free
under previous act &
becoming taxable under
GST.
Because real jari is
basically made from gold,
silver and pure silk, it
should be covered under
chapter No. 71 of Gold,
silver & diamond & taxable
@3 %.
71. 5809, Embroid 5% 3% In GST, Embroidery articles Classification is as per HSN and
5810 ery made from gold, silver & therefore, cannot be changed.
articles real jari are covered under Rate of 3% is applicable only to
made heading no. 5809 & 5810 of goods of Chapter 71.
from chapter 58 and so is taxable No change.
gold, @ 5%.
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silver &

2. Considering that  the

real jari embroidery articles are
made from gold & silver, it
should be excluded from
chapter 58 and cover under
Chapter 71 and so may be
made taxable @ 3%.
72. 2401 Tobacco 5% - 1. As pe the current trade Already clarified by FAQ that for
Leaves practice in Gujarat, traders GST rate of 5%, tobacco leaves
(khali  owners) purchase means leaves of tobacco as such or
tobacco from farmers. broken tobacco leaves or tobacco
2. Such purchased tobacco is leaves stems.
in the form of either leaves
or in form of pieces of
leaves along with stem.
3. The tobacco in the form of
leaves or pieces of leaves
purchased from farmers is
classifiable under Chapter
heading 2401.
4. May be claified that
tobacco in the form of
leaves or pieces of leaves
fals under heading 2401
and attracts 5% GST.
73. 0804 Wet 12% - 1. There are doubts about the Matter clarified by FAQ that wet
dates classification and GST rate dates attract 12% GST.
of wet dates.
2. May be clarified.
74, 2106 Namkeen 12% 5% 1. More than 6% - 6 States In order to achieve the larger goa of
, Bhujias, (Assam, Karnataka, AP, a single rate GST, it may not be
Farsan, Chandigarh, Goa, appropriate to tweak GST rates of
Potato Nagaland. goods which are aready at 18% or
chips etc. 0 to 6% - 27 States below.
(Input Tax Credit - hardly
any, asitisagro based)
75. 7321 Kerosene 12% All types | Schedule I, entry 183, Heading GST rate is as per pre-GST tax
stoves be covered | 7321 incidence.
inone In order to achieve the larger goa of
category a single rate GST, it may not be
only. appropriate to tweak GST rates of
goods which are aready at 18% or
below.
76. 7321 Qil 12% - Excise exemption / VAT at Kerosene oil pressure stoves are at
pressure lower rate 12% GST.
stoves Present GST rate is as per pre-GST
tax incidence, embedded excise
duty, VAT and CST, Octroi etc.
77. 9405 Hurrican 12% - Schedule. 11, Entry 225, Heading GST rate is as per pre-GST tax
e 9405 incidence.
lanterns, In order to achieve the larger goa of
kerosene a single rate GST, it may not be
lanterns appropriate to tweak GST rates of
goods which are aready at 18% or
below.
78. 7321 LPG 18% - Schedulelll, Entry 235, Heading GST rate is as per pre-GST tax
Stoves 7321 incidence.

In order to achieve the larger goa of
a single rate GST, it may not be
appropriate to tweak GST rates of
goods which are aready at 18% or
below.
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79. 9615 Hair Pin 12% 3% Gujarat, Rajasthan, UP, Delhi, GST rate is as per pre-GST tax
Under WB - Tax free, Maharashtra - incidence.
imitation | 12%, Other states - 5% In order to achieve the larger goal of
jewellery a single rate GST, it may not be
appropriate to tweak GST rates of
goods which are already at 18% or
below.
80. Chapter | Anti D- 12% Samemay | 1. Excise Duty — 6%, VAT — Specified drugs at 5% GST were
30 Drug be 6%. The identified by the Ministry of Health
Rhoclane included in Drug — prevents a woman & Family Welfare after stakeholder
-to thelist of from forming antibodies consultations and based on the
prevent — ‘Life that would attack RBCs of recommendations of a Standing
hac Saving Thesis +ve baby in future Committee.
ASVS Drugs’ pregnancy. It would not be advisable to suo moto
(used to 2. Such antibodies may make add other formulationsin the list.
treat the baby anaemic and if
snake serve cancer baby to die.
bite), 3. Central Excise Duty — NIL,
Berirab VAT - 0to 6%.
(used to
treat
rabies
caused
by
animal
bite, dog,
cat, etc. ,
Thymoga
m (used
in organ
transplan
t cases)
81. Chapter | Ecofresh 28% - Eco friendly, manufactured out GST rate is as per pre-GST tax
44 Board of FMCG products packing incidence.
material by recycling method.
82. Chapter | Xtronics 12% Exemptas | () Mammography - breast Specified drugs and medical devices
90 Imaging ‘Life cancer detection, (i) at 5% GST were identified by the
Systems saving Orthoplantomography — ora Ministry of Health & Family Welfare
medical cancer detention after stakeholder consultations and
units’ based on the recommendations of a
Standing Committee.
It would not be advisable to suo moto
add other formulationsin the list.
83. Any Pyrolysis 18% 5% Used in green Technology for GST rate is as per pre-GST tax
Chapter | Qil (Green converting plastic waste into incidence.
Technolog | fuel. - VAT - 6% In order to achieve the larger goa of
y) a single rate GST, it may not be
appropriate to tweak GST rates of
goods which are aready at 18% or
below.
84. 6601 Umbrella 12% 5% 1. VAT - 0 to 6%, Centra GST rate is as per pre-GST tax
Excise duty — 6%. incidence.
2. Most of the manufacturing In order to achieve the larger goa of
were below 1.5 cr. MSMEs. a single rate GST, it may not be
3. GST: Schedule IlI, Entry appropriate to tweak GST rates of
172, Head 6601 goods which are already at 18% or
below.
85. 9608 Writing 12%, May be 1. All pens upto Rs. 200/-. GST rate is as per pre-GST tax
instrume 18% keptin - Central Excise Duty - Upto incidence.
nts 5% below 6%, VAT 5%. It will not be advisable to have value
Rs. 200/-,- | 2. GST: Schedule 1, Chapter based rates for too many goods.

232, Head 9608 - 12%.
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12% above
Rs. 200/

Schedule 111, Chapter 447,
Head 9608 - 18%

In order to achieve the larger goa of
a single rate GST, it may not be
appropriate to tweak GST rates of
goods which are already at 18% or
below.

86.

Chapter
50, 51,
52,54 or
55, asthe
case may
be

Paithani
saree

5%

Nil

historical
being

To  exempt
Paithani  sarees
handloom.

Policy call may be taken
aong with other such
similar products.

=

All sarees are at 5%.

Nil rate results in cascading of taxes
and adds to costs.

No change.

87.

2201

Packaged
Drinking
Water

18%

Water sold
in small
pouches
and refill

cans with
20 Ltr
capacity
may be
placed in
“Nil” rate
category

Water, including natural or
artificia mineral water and
aerated water, not
containing added sugar or
other sweetening matter nor
flavoured are taxable at
18%.

Water in smal plastic
pouches and water supplied
in refill cans (bubble top)
with 20 Ltr capacity are
commonly used by common
public daily and since the
supplies were from MSME
units, they were not
subjected to central excise
earlier, and the combined
incidence of tax was as
below: Ave. VAT 10%, CE
0%, Combined incidence of
tax 10%.

It is also to be noted that
chemicals wused in the
process of water constitute
less than 10% and use of
plastic containers constitute
another 5% of the cost
production and the
remaining 85% belongs to
other non-taxable category
like electricity, labour and
other maintenance charges
and thus, the manufacturer
isleft with lessITC.

Due to the increase in tax,
the water suppliers have
increased the price of water
supplied in 20 Ltr refill cans
from Rs30/- to Rs.35-
Rs.38/-. This  sudden
increasein price by Rs.5/- to
Rs.8/- has created
dissatisfaction among the
public.

Pre-GST tax incidence was more
than 28%.

Asagainst this, the GST rateis 18%.
The matter was deliberated at length
in the Fitment Committee as well as
the GST Council and it was decided
to maintain the rate at 18%.

No change.

88.

1905

Biscuits

18%

Biscuits
with value
above
Rs.100/-
per kg may
be taxed at
18% and

Biscuits are being taxed at
18% without any distinction
between biscuits made by
Micro, Small and Medium
Enterprises and big
corporates like ITC and
Britannia

Present GST rate is as per pre-GST
tax incidence.

GST rate for biscuits was discussed
in great detail by the Council.

Will not advisable to make any
change.
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biscuits
with value
lessthan
Rs.100/-
per kg may
be reduced
to 5% as
followed in
the case of
garments
and
footwear

In the pre-GST period,
biscuit with a price above
Rs.100/- per kg alone were
subjected to Central Excise
duty a 6% and below
Rs.100/- no Central excise
duty was levied. Earlier,
Biscuits manufactured by
Micro, Small and Medium
Enterprises were subjected
to lower rate at 5% under the
un-branded category.

The combined incidence of
tax on biscuitsis as follows:
Biscuits with price above
Rs.100/-per kg ED - 6%,
VAT-14.5%, combined
incidence - 20.5%.

Biscuits with price below
Rs.100/-per kg ED 0%,
VAT-5% , combined
incidence - 5%.

Sugar and packing material
alone are taxable purchases
eligible for ITC which
constitutes hardly 15% of
the cost of production. The
man input Maida and
labour charges (directly
employed) constitute the
remaining 85% of the input
cost and not eligiblefor ITC
since these are exempted
from levy.

Biscuits with low price are
mainly consumed by rura
and common people.

Asthe taxable person opting
for  composite  scheme
cannot claim ITC for the
input and collect tax from
the buyer, naturally the tax
on purchases would be
added to the cost of
production and the buyer
would indirectly pay the
hidden cogt, the Store/outlet
through which the products
are supplied would insist
small scale manufacturer to
issue tax invoice to claim
ITC. Therefore, the
argument that small-scale
manufacturer may opt for
composition would not hold
good.

In order to achieve the larger goa of
a single rate GST, it may not be
appropriate to tweak GST rates of
goods which are already at 18% or
below.

No change.

89.

8509

Wet
Grinders

28%

18%

It is a common household
appliance used primarily for
making dough required for
the preparation of idlies and
dosas which are the staple
food of South Indians. Our

Present GST rate is as per pre-GST
tax incidence.

Will not advisable to make any
change.

No change.
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late CM had distributed wet
grinders free of cost to
women in the State to ease
them from their domestic
chores.

Wet grinder manufactured
in Coimbatore has acquired
“Geographical  Indication
No.25” which is an honour
to our country.

Wet grinders are exported to
other countries and all the
inputs are “made in India”
and no imported materials
are used.

Electricdl  motor,  ball
bearings and Steel drums
are the main inputs which
are taxable at 18%.

The entire wet grinder
manufacturers are  from
Small and Medium Scae
Industries with less than
Rs.1.50 crore turnover per
annum and hence, they were
earlier out of the purview of
Central Excise.

The combined incidence of
tax wasasbelow: Ave. VAT
14.5%, CE 0%, Combined
incidence of tax 14.5%.
Asthe taxable person opting
for composite scheme
cannot claim ITC for the
input and collect tax from
the buyer, naturally the tax
on purchases would be
added to the cost of
production and the buyer
would indirectly pay the
hidden cost, the Store/outlet
through which the products
are supplied would insist
small scale manufacturer to
issue tax invoice to claim
ITC. Therefore, the
argument that small-scale
manufacturer may opt for
composition would not hold

good.
90. 8423 Weighin 28% 18% Electric or  electronic Present GST rate is as per pre-GST
g weighing machinery tax incidence.
Machine (excluding balances of a Will not advisable to make any
S sengitivity of 5 centigrams change.
or better), including weight No change.

operated  counting  or
checking machines;
weighing machine weights
of all kinds are taxable at
28%.

90% of the manufacturers
are from small and medium
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scale industries and they
were exempted from Central
excise because the
manufacturing value was
less than Rs.1.50 crore.

The combined incidence of
tax before GST was 14.5%
i.e. VAT 14.5%, CE 0%.
Fixing rate based on excise
paid by the corporate
manufacturer  affects the
smal and medium scale
industry.

Asthe taxable person opting
for composite scheme
cannot claim ITC for the
input and collect tax from
the buyer, naturally the tax
on purchases would be
added to the cost of
production and the buyer
would indirectly pay the
hidden cogt, the Store/outlet
through which the products
are supplied would insist
small scale manufacturer to
issue tax invoice to claim
ITC. Therefore, the
argument that small scale
manufacturer may opt for
composition would not hold
good.

91.

8414

Compres
sors

28%

18%

Compressor istaxed at 28%.
200 small industries and 600
tiny industries are engaged
in the manufacture of Air-
compressor in Tamil Nadu.
It gives employment to
10000 workers.
Air-compressor was sold as
industrial inputs under VAT
in all States under the lower
tax rate of 5%.

The combined incidence of
tax before GST was 17.5%
[12.5% ED and 5% VAT].
Asthe taxable person opting
for composite scheme
cannot claim ITC for the
input and collect tax from
the buyer, naturally the tax
on purchases would be
added to the cost of
production and the buyer
would indirectly pay the
hidden cogt, the Store/outlet
through which the products
are supplied would insist
small scale manufacturer to
issue tax invoice to clam
ITC. Therefore, the
argument that small-scale

Present GST rate is as per pre-GST
tax incidence based on VAT rates
provided by the Fitment Committee.
Only a few States had lower VAT
rates on COMpressors.

No change.
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manufacturer may opt for
composition would not hold
good.

Compressors are also used
in the pumps for drawing
water from deep wells and
bore wells for use by
agriculture and domestic
purpose due to depletion of
ground water

92. 1106 Sago 5% Nil Sago being a food product | 1. GST rate is as per pre-GST tax
consumed by the common incidence.
man should be NIL rated. 2. No change.

93. 3915 Re- 18% 12% Plastic granules ae | 1. GST rate is as per pre-GST tax
cycled produced by recycling the incidence.
plastic waste and disposed plastics | 2. Inamulti stage tax like GST, it may

by tiny and small-scale not be possible to ascertain whether
industries. the granules are of recycled plastic or
The recycling of waste and virgin plastic.

disposed plastics saves the | 3. Will be prone to misuse and difficult
environment. to administer.

Since the poor people are | 4. In order to achieve the larger goal of
engaged in collection of a single rate GST, it may not be
waste plastics, fixing tax appropriate to tweak GST rates of
rate on par with virgin goods which are already at 18% or
plastics manufactured by below.

corporates would affect | 5. No change.

their livelihood.

Since recycled plastics are

produced by tiny and small-

scale industries were not

subjected to any excise duty

because of low value of

manufacture  and  the

average VAT was 12.5%,

the combined incidence of

tax before GST was 12.5%

[0 ED and 12.5% VAT].

In view of the above, rate of

tax on recycled plastic may

be reduced to 12% from

18%.

94. 8703 Goods 18% 5% Various goods used by | 1. GST rate is as per pre-GST tax
used by differently abled personsare incidence.
differentl at a lower rate of 5%. The | 2. Nil GST resultsin cascading, adds to
y abled remaining goods used by costs of domestic goods and puts
persons them may also be brought them at a dis-advantage vis-avis
(Cars) down to 5%. imports.

3. Direct subsidy is a better option than
giving tax incentives.
4. No change.

95. 8711 Motor 28% + 28% The cess leviable on Motor | 1. The matter was discussed by the GST
Cycles 3% Cess cycles with engine capacity Council and Cess rates has been was
with of more than 350 cc has to fixed based on the recommendations
engine be reconsidered for the of the GST Council.
capacity reason that Motor Cycles | 2. 3% rate is not too high for high
more with engine capacity from engine capacity bikes.
than 350 350 cc to 500 cc are neither
and upto luxury nor demerit goods.

500 cc The motor cycles with

engine capacity upto 500 cc
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ae used manly for
commuting purpose only.
Further, Royal Enfield isthe
only Indian Company which
make vehicles with more
than 350 cc and thusit fulfils
the ambition of our PM’s
“Make in India” initiative.

96.

8448,
8487

Textile
Machiner
y parts

18%

5%

Textile Machinery parts are
taxed at 18%.

Textiles related job work,
yarn and fabrics are being
taxed at 5% under GST and
18% of levy on textle
machinery shall result in
accumulation of working
capital due to inverse rate
structure.

98% of the textile
machinery  manufacturers
were not subjected to
Central Excise duty.

They were earlier granted
concessional rate of 5%
under VAT.

In view of the above, the
rate of tax on Textile
Machinery parts may be
taxed at 5% on par with the
rate of tax applicable to
other textile products.

GST rate is as per pre-GST tax
incidence.

Most raw materials such as iron or
stedl, etc. attract 18%.

Reduction to 5% will lead to
accumulation of ITC and refund.

It will also make import competitive
vis-a-vis domestic manufacture.

In order to achieve the larger goal of
a single rate GST, it may not be
appropriate to tweak GST rates of
goods which are aready at 18% or
below.

97.

2403

Chewing
Tobacco

28% +
Cess

28%

Unmanufactured  tobacco;
tobacco refuse [other than
tobacco leaves] taxable at
28%.

Chewing tobacco is falling
under this category and this
one of the agricultura
produce and different from
other tobacco products like
pan masala, gutkha and
jarda.

This has to be categorized
along with beedi, for which
compensation cess has not
been levied.

Hence, the chewing tobacco
without  involving any
process may aso be
exempted from
Compensation cess.

GST rate is as per pre-GST tax
incidence.

Being demerit goods, there is no
justification to reduce tax incidence
on these goods.

98.

28

Bleach
liquid

18%

5%

Bleach liquid i.e., Calcium
Hypochloriteisan inorganic
chemical, to be taxed at
18%.

Textiles related job work,
yarn and fabrics are being
taxed at 5% under GST and
18% of levy on textile
machinery shall result in
accumulation of working

All goods falling under Chapter 28
being in the nature of intermediates,
in general attract 18% GST.

The GST rate is as per the pre-GST
tax incidence.
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capital due to inverse rate
structure.

This is mainly used for the
purpose of bleaching of
textiles

It was exempted from tax
under earlier VAT.
Considering that bleach
liquid is mainly used in
textileindustry, therate may
be reduced to 5% on par
with rate applicable to
service  and  products
relating to textiles.

99. 2106 Chutney 18% 12% Currently classified under The GST rate is as per the pre-GST

powder miscellaneous edible tax incidence.
preparations and attracts No change.
18% rate.
Itislike amasalathat is not
used for cooking but is used
along with food like pickle.
100. 2001 Pickle 12% 5% Pickle— VAT is 5% and we GST rate on picklesis as per the pre-
need to confirm if Centra GST tax incidence.
Exciseis 6%. No change.
Same trestment can be
given to Chutney powder
above.

101. 8443 Multi- 28% 18% Multi  fiction printers-all GST rate is as per the pre-GST tax
function printers enjoy concessional incidence based on VAT rates
printers ratein VAT. provided by the members of Fitment

Therefore, thereisno reason Committee.
why it should bein GST. No change.
Today MFPs are sold more
than printers and standalone
printers are getting
restricted to speciaised
ones.
Like monitors, this also hits
only individua buyers.
102. Chapter | Biodiesel 18% Nil Presently these are taxed at GST rate on capital goods is as per
38,84 0r |,the the rate of 18% under GST. the pre-GST tax incidence.

85 machiner Encouraging the use of Any reduction in GST rate on capital
yusedin biodiesel is very beneficial goods will lead to ITC accumulation
the from the environmenta and refund.
productio perspective. Bio-diesdl a 18% GST has
n of Therefore, it  will be substantial tax advantage over diesel
biodiesel advisable to be consider which bears about 100% tax.
and exemption for Biodiesal, the No change.
machines machinery used in the
that run production of biodiesel and
on machines that run on
biodiesel biodiesdl.

103. Any Pooja 18%, Nil These objects are used for All raw materials for bells or arti

Chapter | bells, 28% worship by the genera daan attract 18% GST.
Arti- public. Present rates are as per pre-GST
daan and Under GST, they aretaxable rates.
6-inch at the rate of 12 %. Fitment Committee has decided that
idols Considering the religious idols of clay may be kept at 5%.

sentiments of people.
Also, pan-India turnover of
theseitemsis very low.

No change for other items.
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Therefore, there will be no
adverse effect on revenue
due to these considered for
tax exemption.

104. Any Goods Applicab 50% Families of about 11 lakh The GST Council has already
Chapter | supplied lerate exemption employees of the State discussed in detail and decided to
by the goods Government benefit from extend concession only to CSD and
State supplied. this. not to extend any concession to
Employe In the VAT regime, it was Central Police Organisation or other
e exempted, but due to tax organisations.
Welfare incidence in GST, the value This will lead to similar demands
Corporati of the commodities was from various such organisations.
on, instantaneously  increased Direct budgetary support will be
similar to by the State Employee better than tax incentive.
the CSD Welfare Corporation, which
canteens resulted in evident
dissatisfaction among the
state empl oyees.
Therefore, it  will  be
advisable to provide 50%
tax exemption to the goods
supplied by State Employee
Welfare Corporation similar
to the CSD canteens.
105. 9619 Sanitary 12% Nil The rate of tax on sanitary Sanitary napkins are classifiable
pads, pads, napkins etc. has been under heading 9619. In pre-GST era,
napkins kept at 12% under GST. sanitary napkins attracted 6% excise

Sanitary Pads, Napkins are
made available to the rural
women under Nationa
Rural Health Mission and its
entire expenditure is borne
by the State and Central
Government.

Therefore, in public interest,
it will be appropriate to
make the  Unbranded
Sanitary Napkins tax free.

duty and 5% VAT. Thus, in the pre-
GST era the total tax incidence
[including tax incidence on account
of CST, Octroi and VAT] on sanitary
napkins was more than 12%.
As against that, the GST rate on
sanitary napkinsis 12%.
Major raw materials for manufacture
of sanitary napkins and applicable
GST rates on them are as under:

a) 18% GST rate

0 Super  Absorbent
Polymer

o Poly Ethylene Film

o Glue

o LLDPE 50 GSM -
Packing Cover
b) 12% GST rate

o Thermo Bonded
Non-woven

0 Release Paper

o  Wood Pulp

In GST, raw materids for
manufacture of sanitary napkins
attract 18% of 12% rate. Thus, even
with 12% GST on sanitary napkins,
the GST rate structure from them will
be inverted, leading to possible
accumulation of input tax credit.

Though, the GST law provides for
refund of such accumulated input tax
credit, there are associated financial
costs with such refunds, putting
domestically manufactured napkins
at disadvantage vis-avis imports
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coming a 12% IGST, with no such
additional financial costs on account
of fund blockage.

If the GST rate on sanitary napkins
were to be reduced from 12% to 5%,
it will further accentuate the tax
inversion and result in even higher
accumulated ITC, with
correspondingly higher finical costs,
putting domestic manufacturers at
even greater dis-advantage vis-a-vis
imports.

Reducing the GST rate on sanitary
napkins to Nil, will in fact result in
complete denial of the input tax
credit to their domestic
manufacturers while simultaneously
zero-rating imports. This will saddle
domestic manufacturers of sanitary
napkins at a huge disadvantage vis-&
visimports.

An PIL has been filed before Hon’ble
High Court of Delhi, which has fixed
the matter in November, 2017 for
hearing, and directed the counter
affidavit to be filed within 4 weeks.
Matter, therefore, sub-judice at
present.

106. 57 Handma 12% 5% The handmade  carpet MSME can avail composition
de industry runs as a cottage scheme where limit has been
Carpets industry in Varanasi and its increased from Rs 50 Lakh to Rs 75
and Dari adjoining  districts  and Lakh

provides employment to GST rate is as per the pre-GST tax
millions of people. incidence.
Currently it is in Schedule

6% from entry number 142

to 146, taxable at the rate of

12%.

Therewas no taxation on the

carpets till now; and

keeping taxation at 12%,

this cottage industry will

have a massive anomalous

effect and the employment

of lakhs of people will be

affected.

Therefore, it should be kept

in Schedule 2.5%, so that

tax rate may be 5%.

107. 28/31 | Gypsum, 5%, Nil According to the decision of Zinc sulphate falling under Chapter
zinc 12%, 5% the GST Council, the rate of 28isa12%.
sulphate, tax on Gypsum is 5% while Chemical fertilisers falling under
bio- on Zinc Sulphate it is 12% Chapter 31 are at 5%.
fertiliser (entry no. -56). Bio fertilisers / Organic fertilisers
and And branded bio fertiliser unbranded are at Nil.
organic and organic manure (entry No further concession can be
manure no. -182) have also been extended to fertilisers.

kept at tax rate 5%.

While in the meeting of
GST Council on
30.06.2017, the rate of tax
on chemical fertilizer was

All inputs to these fertilisers are at
18%.
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reduced from 12 to 5
percent.

The above items are aso
used by the farmers as
compost and it will not be
advisable to put any tax
liability on these items.
Therefore, the GST Council
is reguested to reconsider
the tax rate on theseitems, it
would be appropriate to be

considered for tax
exemption.
108. 96 Handma 28% 5%/ 12% Under GST dl types of Present GST rate is as per pre-GST
de furniture are kept under tax tax incidence.
furniture rate of 28%. In the context of items attracting 28%
Wooden furniture usually is GST [where the concerns were raised
handmade employing that substantial quantity of these
unorganized artisans. goods were manufactured by SSI
Wood carving was kept tax units, which were exempt from
free under VAT regime. excise  duty] the Council
Wooden handmade recommended increase in
furniture employs skills of composition scheme turnover limit
small craftsmen and it is from Rs. 50 lakh to Rs. 75 lakh,
used mostly by middle class instead of considering rate reduction
families. individual items, clamed to be
Therefore, it would be manufactured by SSI units in pre-
appropriate to have a tax GST regime.
rate of 5% or 12%. Changing GST rate on one item, on
these grounds would necessitate
similar view to be taken for a number
of other goods.
Reduction from 28% to 18% [by
10%)] on al such goods would entail
huger revenue loss.
109. 14 Kattha 18% 5% In GST Kattha has been kept GST rate is as per the pre-GST tax
under 18% tax rate, incidence.
whereas, under the VAT Act No change.
it wastaxable at therate of 5
%.
Therefore, reduction in the
rate of tax on Kattha is
reguested.
110. 8701, Ood & 12%/ - Applicable GST rate on different
8702, used 28% segments of vehicle will apply.
8703 etc. | vehicles, Margin schemeisavailableto dealers
sold by of old and used vehicles.
leasing No change.
compani
es, GTA
111. Any Handicra | Applicab Nil J&K has pointed out the The issue has been referred to the
Chapter | fts lerates difficulty faced by small Law Committee, as per the

dealers of handcrafts who
travel interstate and sell
their goods.

They have stated that such
dealers will find it very
difficult to take multiple
registrations.
Note sent
attached.

by J&K is

discussions in the Fitment

Committee.
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4. A detaled note on
handicraft is also attached.

112. 9024 Soil 18% - 1. Soil testing equipment | 1. Mostinputsattract 18% GST.
testing attracts 18% GST. 2. Present rate is as per pre-GST tax
equipme 2. Excise duty on soil testing incidence.
nts equipment was 12.5%. 3. Nochange.

113. 8703 Fuel cell 28% + 28% 1. Request is to provide a| 1. Nochange.
vehicles 15% lower GST

Cess rate/Compensation Cess for
fuel cell vehicles.

114. 3808 Bio- 18% - 1. Bio-stimulants being in the nature of
stimulant plant growth regulators fall under
S heading 3808 and attract 18% GST.

2. In pre-GST regime, bio-stimulants
attracted 12.5% excise duty, 14.5%
VAT, 2.5% incidence on account of
CST, octroi, entry tax, etc. besides
service tax incidence on post-
removal services.
3. These are used in small proportions
as compared to fertilisers.
4. Their inputs are mainly chemicals
which attract 18% GST.
5. No change.
115. 3926 High 28% 18% 1. ltisclassifiedunder heading | 1. No change.
Density 3926 and attracts 28% GST,
Poly which is as per pre-GST tax
ethylene/ incidence.
poly 2. VAT was assumed at
propylen 14.5%.
efabrics 3. However, PP/HDPE

granules, strips and finished
goods, like tarpaulin, are at
18%.
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Agenda Item 6(iii) — Issues listed in Annexure |11 of Agenda item 7 of 21% GST Council Meeting
(GST rateson services— Proposals found NOT acceptable by the Fitment Committee)

Theissueslisted in Annexure-111 of the Agendaitem 7 of 21% GST Council Meeting could not

be discussed due to paucity of time. As decided by the Hon’ble Chairperson of the Council, the above
agendaislisted as Annexure-111 as below.
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Annexurelll

GST Rateon Services - Proposalsfound NOT acceptable by Fitment Committeefor GST Council

M eeting on 5" August 2017

al Indian languages may be

culture.

Sl.No. | Proposal Justification for Proposal Recommendations of Fitment Committee
1 GST rate on admission to | In some states, entertainment tax is | May not be accepted (TN argued in favor of
amusement parks may be | exempt for school children. Also, since | accepting the proposal).
reduced from 28% to 12- | the entertainment sector doesn't have | Weighted average incidence of entertainment tax in
18%. any raw material to consume, ITC isin | amusement parks comes to about 17%. If we add to this
the range of 2.5-3% incidence of service tax @ 15%, the total incidence of
entertainment tax and service tax was about 32%, which
in the GST regime has come down to 28%. In addition,
ITC of goods and input serviceswhich was not available
pre-GST would now be available.
2 GST rate may be reduced | Industry will be impacted negatively | May not be accepted (Rajasthan argued in favor of
for hotels. with high rates. accepting the proposal).
Pre-GST tax incidence on renting of roomsin hotelswas
more than 28%
[ST @ 9% with ITC of input services only +
embedded VAT on inputs and capital goods = 10.8%
(27%*40%)+ Luxury tax @ 9% (all India weighted
average incidence)].
Rates under GST are lower: Nil (for rooms having
declared tariff of < Rs.1000/- per day), 12% (for rooms
having declared tariff of Rs 1000 or more but less than
Rs. 2500 per day), 18% (for rooms having declared tariff
of Rs 2500 or more but less than Rs. 7500 per day) to
28% (for rooms having declared tariff of Rs 7500 or
more). Further, full ITC is available to hotels at these
rates. Rates were decided after extensive deliberations
inthe GSTC.
3 GST rate may be reduced | Multiple dabs for restaurants are very | May not be accepted
for restaurants. Also, there | complicated. GST rates are high. Tax incidence on services provided by restaurants has
should be only two gone down under GST. Any more reduction will impact
categories - star and non- revenue adversely.
Star.
GST rate on non-star should
be 5%.
GST rate on supply of food
and drinks in restaurants
without ar conditioning
should be brought down to
5%. Similarly, distinction
should be made between
AC restaurants serving
liguor and other AC
restaurants that do not serve
liquor. Ordinary  AC
restaurants that do not serve
liquor should be taxed at
12% instead of 18%.
4 Live stage performances in | For promotion of Indian arts and | May not be accepted.
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SI.No.

Proposal

Jugtification for Proposal

Recommendations of Fitment Committee

exempted from GST and
limit for exemption in S.
No. 80 may be increased
from Rs 250 to Rs 500.

The reduction in admission ticket threshold from Rs.
500 to Rs. 250 for exemption had earlier been
recommended by Fitment Committee and approved by
GST Council. The rates should be alowed to stabilize
for the time being. Regarding exemption, Services by an
artist by way of a performance in folk or classical art
forms of- (a) music, or (b) dance, or (c) theatre have
been completely exempted from GST if the
consideration charged for such performance is not more
than one lakh and fifty thousand rupees.

Tirumala Tirupathi
Devsthanam (TTD), Hindu
Temple Boards and
religious organisations may
be exempted from obtaining
registration and payment of
GST on several services
provided by TDD to the
devotees such as providing
accommodation for stay and
performance of marriages,
religious sevas like
Abhishekam, Kalyanam etc.
for nominal fees.

These are not business activities.

May not be accepted.

Conduct of any religious ceremony isexempt from GST.
Renting of precincts of a religious place, owned or
managed by an entity registered as a charitable or
religious trust under section 12AA of the Income-tax
Act or a trust or an ingtitution registered under sub-
clause (v) of clause (23C) of section 10 of the Income-
tax Act or a body or an authority covered under clause
(23BBA) of section 10 of the Income-tax Act is also
exempt below threshold limits as under: (i) renting of
rooms - Rs. 1000/- per day;(ii) renting of premises,
community halls, kalyanmandapam or open area, and
the like — Rs. 10,000/- per day; (iii) renting of shops or
other spaces for business or commerce — Rs. 10,000/-
per month.

Further, prasadam supplied by al religious places
(temple, mosque, church, dargah, gurudwara, etc.) are
exempt from GST.

In addition, all religious trusts having turnover of upto
Rs 20 Lakh (Rs. 10 Lakh in special category states) are
exempt from GST, irrespective of the amounts charged
by them for the above services. The above provisions
are applicable to religious places of al religions.

GST rate on movies should
be 12-18%. GST rates on
exhibition of regional films
may be reduced.

Increase in tax rate leads to increase in
piracy. There was no entertainment tax
on regiona films

May not be accepted.

Weighted average of entertainment tax on admission to
cinema, based on GSDP data, was 30%. Further ITC of
tax paid on goods and input services were not available,
taking the effectiveincidence to ahigher level. ITC now
being freely available, effective rate of GST is lower
than 28%. Further, to address the issue of regional
cinema, rate has already been reduced to 18% in where
price of admission ticket is Rs. 100 or less and it was
decided by the GSTC that states may promote regional
cinema by grant. It is not possible to accede to the
request made in the GST regime asit would severely hit
the CGST revenue.

WB has come up with a subsidy scheme. Fitment
Committee felt that other States could also evolve
similar subsidy scheme.

GST rate on admission to
racecourse and services

High rate has led to high evasion and
new rates are more than double.

May not be accepted.
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Sl.No. | Proposal Jugtification for Proposal Recommendations of Fitment Committee
provided by race course Entry to race course was previously taxed at 44% (15%
should be 18%. ST + 29% weighted average entertainment tax). Rates

have thus reduced by 16% and have not increased.

8 Satellite launch services by | Due to increasing competition and | May not be accepted.
Antrix to international and | reduced costs in international launch | The service was taxable under service tax aso.
domestic customers may be | services market, Antrix is losing its | Exemption will block ITC of Antrix.
exempted from GST. competitive edge. This segment is
earning foreign exchange and has
potential to grow further. Place of
supply of satellite launch services by
Antrix to international customerswould
be the location where the services are
actualy performed, i.e., Indiain view of
section 13(3) (a) [services in respect of
goods required to be made available by
the recipient of serviceto the supplier of
service]. Such services will accordingly
atract GST and will aso not be
considered as export of services[section
2(6) of IGST Act]. In order to ensure
that the satellite launch services
provided by India remain competitive,
such services provided to a person
located outside India may be exempted
from IGST.
9 Accommodation in house | House boats are unique in the sense that | May not be accepted.
boats needs to be at alower | 30% of the operating expenses pertain | It was decided not to make any special dispensation for
GST rate. to diesel which is utilized for | house boats. They may charge GST as applicable and
movement, electricity, AC etc. whichis | pass on the burden of embedded tax on diesal to
anon- GST commodity for which there | customers as part of price.
will beno ITC.
10 Hotd & Travel Trade | 1. Geographica inaccessibility May not be accepted.
Services in Ladakh may be | 2. High transportation cost States may devise suitable State specific schemes. Area
brought under composition based exemptions or specia provisions for composition
levy scheme. levy would create complications and shall be counter-
productive.
11 1. Clarification sought for | Leather goods industry works on a | May not be accepted.
the applicability of | narrow margin and is considerably | Most finished goods of leather are at 28% and finished
GST @ 5% on al job | dependent on skilled labour through | leather is at 12% for which the job work charges are
work  services in | contract manufacturing and job work. | liableto 5% GST.
relation to manufacture | High rates will significantly impact the
of al leather goods. industry, block working capital of
2. GST of  contract | manufacturer/ exporter, hamper
manufacturing may be | production and raise end product price
reduced from 18% to | leading to huge loss of business.
5% for leather goods
industry
12 Exemption limit provided to May not be accepted.
Cooperative Housing RWA shall not be required to pay GST on monthly

Societiesisfor alimit of Rs.
5000/. This should be
increased.

subscription/ contribution charged from its members if
such subscription is less than Rs. 5000 per member.
Most of the residential cooperative housing societies
would be covered by this threshold exemption. Under
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Sl.No.

Proposal

Jugtification for Proposal

Recommendations of Fitment Committee

GST, the tax burden on RWAs will be lower for the
reason that they would now be entitled to ITC in respect
of taxes paid by them on capital goods (generators,
water pumps, lawn furniture etc.), goods (taps, pipes,
other sanitary/hardware fillings etc.) and input services
such asrepair and maintenance services. ITC of Centra
Excise and VAT paid on goods and capital goods was
not available in the pre-GST period and these were a
cost to the RWA.

13

Exemption may be given to
services provided by way of
construction, erection,
commissioning,
installation, completion,
fitting, repair, maintenance,
renovation or alteration of
building owned by entity
registered under section
12AA of the Income Tax
Act, 1961 and meant
predominantly for religious
use by general public.

May not be accepted.

Exemption was available only for the services portion of
the works contract and not goods part. Fitment
Committeefelt that it would not be practical to segregate
the goods and services portion in order to continue
service tax exemption and therefore recommended that
al such works contract services may be taxed at 18%
with full ITC. The recommendation was accepted by the
GST Council. Further, conduct of all religious activities
is exempt from GST.

14

CETP (Common Effluent
Treatment Plant) operators
may be exempted from GST

18% GST would make the service
provided by CETPs costly and
uncompetitive.

May not be accepted.

CETP servicesare B2B servicesand GST paid on CETP
serviceswould be availableto recipientsas 1 TC and thus
not represent additional cost. On the other hand,
exempting CETPs from GST will lead to blocking of
ITC and consequent increase in their cost. It was also
observed that Bulk Drug Manufacturers Association had
requested for withdrawal of exemption from service tax
on CETP services as the exemption blocks ITC. The
proposal was not agreed to.

15

Services to the educational

ingtitutions (other
educational ingtitutions
such as colleges and

universities) by way of
transportation of students,
faculties and staff; catering
including mid-day meals etc
may be exempted.

Exemption for services provided to an
educational institution by way of
transportation of students, faculties and
staff; catering including mid-day meals
etc. is limited to the educational
institutions  providing  pre-school
education and education up to higher
secondary school and equivalent.
Services provided to dl other
educational institutions should also be
exempted accordingly.

May not be accepted.
The exemption did not exist under servicetax and would
adversely affect revenue.

16

Consultancy service and
arrange airborne  survey
facilities  provided by
Remote Sensing
Application Centre Uttar
Pradesh.

This Serviceis provided to Government
Departments  only  through  the
Application Centre controlled by the
State Government. Thisis necessary for
Projects and Schemes for building roads
and irrigation projects. Similar to these
services the following Services of the
Central Government have been
exempted by the decision of the GST
Council : Taxable services,

May not be accepted.
Even services provided by ISRO attract GST; it would
not be possible to carve out exemption for RSAC of UP.
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provided or to be provided, by a
Technology Business Incubator (TBI)
or a Science and Technology
Entrepreneurship Park (STEP)
recognized by the National Science and
Technology Entrepreneurship
Development Board (NSTEDB) of the
Department of Science and Technology,
Government of India or bio-incubators
recognized by the Biotechnology
Industry Research Assistance Council,
under Department of Biotechnology,
Government of India;

17

Services of digitisation of
land records and other
Government records and
documents may be
exempted from GST.

These services are being provided with
the aim of digitization of land records of
citizens. The financial burden of these
services is borne entirely by the State
Government. Similar to these services
the following Services of the Centra
Government have been exempted by the
decison of the GST Council:
Services provided by Government or a
local authority by way of issuance of
passport, visa, driving license, birth
certificate or death certificate.

May not be accepted.
[However, services provided by Government or a local
authority to an individual are exempt.]

18

Services provided by Uttar
Pradesh Kaushal Vikas
Mission may be exempted
from GST.

These Services are being provided by
the State Government to provide
employment opportunities to the
unemployed youth. The financial
burden of these services is borne
entirdly by the State Government.
Similar to these services the Services of
the Central Government have been
exempted by the decision of the GST
Council .

Services provided to the Central Government, State
Government, Union territory administration under any
training programme for which total expenditureisborne
by the Centra Government, State Government, Union
territory administration, is exempt under notification
No. 12/2017-CT Sl No. 72.

[All proposals for exemption with respect to training
where 100% expenditure is not borne by the Govt. are
to be sent to Council ]

May not be accepted.

19

Services  provided by
organising Tag Mahotsav
and Lucknow Mahotsav and
such other Mahotsav by
Government  of  Uttar
Pradesh may be exempted.

The objective of this Mahotsava is to
keep the people of the state connected
with their cultura heritage. It is
organized by the State government to
encourage the spread of folk and
cultural heritage. There is no objective
of profit associated with this festival.
Thus, it is requested to exempt these
services.

May not be accepted.
Exemption isavailableif entry fee is upto Rs.250.

20

Job  work through
manual labour of the
following activities
may be considered
under reverse charge
mechanism and MSME
units engaged for these
job work processes

Turnover of household job
worker/labourer doing manual job work
would be below threshold. But the
aggregators agents and MSMEs who
aggregate work of such job workersand
provide services to the principa
supplier of saree/dress material would
be more than Rs. 20 lakhs and they

May not be accepted.

Job workers having annual turnover below Rs 20 lakh
(Rs. 10 lakh in case of special category States) are
exempt from registration. Further, whether the job-
worker isrequired to pay tax or the principal is required
to do so, should be governed in terms of the provisions
of the Act and no special dispensation be carved out.
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Sl.No. | Proposal Jugtification for Proposal Recommendations of Fitment Committee
may be exempted from | would be required to register. Number
GST registration: - of such aggregators agents is very
a. Cutting, mending, | large, around 20000.1t would be easier
folding, packing for tax administration also if liability to
b. Stitching or | pay GST is placed on principa supplier

attaching borders,
falls, tikkies, glass
beads, stones buttas

of saree/dress material under RCM.

c. Embroidery
d. Charak & Roll
press
21 Job work on printing should | 95% of printing fraternity falls under | May not be accepted.
continue to be exempted. If | SSI with turnover < 1.5 Cr and had no | GST on supply of job work services in relation to
itisto betaxed, for booksit | excise duty liability earlier. Now both | printing of newspapers, books, journals and periodicals
should be 5% and for others, | SSI and big units will have same tax | has been fixed at 5% in view of the fact that GST
with turnover more than 20 | treatment which will be detrimental for | applicable on selling of space for advertisement in print
Lakhs, 18%. | small units. mediais 5% and GST on supply of booksis NIL.
Printing press should be
charged:
1. 5% for turnover <
15Cr
2. 12% with turnover
up to 50 Cr
18% with turnover > 50
Cr
22 GST rate on job work | Bread (Other than Pizza Bread) is not | May not be accepted.

services in relation to bread
may be reduced to 5%

taxable in GST. However, if it is
manufactured through ajob worker then
rate of job work is 18%.

This effectively amounts to partia zero rating of
exempted products. Zero rating is done only for exports.
Agreeing to this demand will lead to all exempted
products seeking similar benefits for inputs and input
Sservices.

Further, apart from plain bread, every other type of
bread, including buns, pizza bread etc. attract GST at
rates ranging from 5% to 18%. Therefore, accepting the
proposal many lead to evasion and disputes.
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Agenda ltem 6(iv) — List of Actsfrom the Central and State Gover nments as per Section 5(4) and
5(6) of the Goods and Services Tax (Compensation to States) Act, 2017

In the 21% GST Council meeting held on 9 September, 2017, during the discussion on Agenda
Item No. 4 on the draft notification to be issued under sections 5(4) and 5(6) of the Goods and Services
Tax (Compensation to States) Act, 2017, some States mentioned that some Acts listed in the draft
Notification had not been repealed entirely or that some Acts were missing and had to be added.

2. Therefore, States were requested to send a formal request for suitably revising the said draft
notification. A total of 12 States (Andhra Pradesh, Delhi, Goa, Himachal Pradesh, Maharashtra, Odisha,
Rajasthan, Telangana, Tripura, Uttar Pradesh, Uttarakhand and West Bengal) sent requests for changes
intheir list of Acts vide which taxes have been subsumed.

3. The Draft notification (Annexure-l below) for notifying the Acts of the Centra and State
Governments as per Sections 5(4) and 5(6) of the Goods and Services Tax (Compensation to States) Act,
2017, incorporating the changes indicated by the States mentioned above, is placed before the Council
for approval.

4, It is also mentioned that in certain cases, it was found that the list of Acts to be subsumed, as
furnished by the concerned AGs, was not reflecting the Acts amended or repeal ed as per sections 173 and
174 of the SGST Acts of the concerned States. In such cases, revisions have been made reflecting
provisions of sections 173 and 174 of the SGST Acts.
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Annexure-|

Extraordinary]

GOVERNMENT OF INDIA
MINISTRY OF FINANCE

(Department of Revenue)

Tobepublished in Part I, Section 3, Sub-section (i) of the Official Gazette of India,

Notification No. /2017 — Goods and Services Tax Compensation

New Delhi, the

October 2017
,Saka 1939

G.S.R.....(E).— Inexercise of the powers conferred by sub-sections (4) and (6) of Section 5 of the Goods
and Services Tax (Compensation to States) Act, 2017 (15 of 2017), the Central Government hereby
notifies the following Acts of the Central Government and State Governments under which the specified
taxes are being subsumed into the goods and services tax:

Acts of Central Gover nment:

1. The Central Saes Tax Act, 1956
2. Duties of Excise on Medicinal & Toilet preparations levied under the erstwhile article 268 of the

Constitution

Acts of State Gover nments:

1. AndhraPradesh

SI.No Type of Tax Act vide which imposed
Value Added Tax or any other tax levied by the concerned
State under the erstwhile entry 54 of List-11 (State List) of the |
1 Seventh Schedule to the Constitution, net of exclusions under I Andhra Pradesh VAT Act 2005
clause 5(1) of the GST Compensation Bill
. . . _ ii.  Andhra Pradesh Entertainments
Taxes on luxuries, including taxes on entertainments, Tax Act, 1939
amusements, betting and gambling or any other tax levied by | jji. Andhra Pradesh Horse Racing
2 the concerned State under the erstwhile entry 62 of List-I and Betting Tax Regulation 1358
(State List) of the Seventh Schedul e to the Constitution, net of F
exclusions under clause 5(1) of the GST Compensation Bill | 1V- ﬁn;jfllrg8F;rad$h Tax on Luxuries
ct,
v. AndhraPradesh Tax on Entry of
Entry tax, octroi, local body tax or any other tax levied by the Xlgtolrg\éghicleﬁ into Local Areas
3 concerned State under the erstwhile entry 52 of List-1l (State | . ’
List) of the Seventh Schedule to the ConZtitution ( vi. The Andhra Praquh Tax on
Entry of Goodsinto Local Areas
Act, 2001
Any cess or surcharge or fee leviable under entry 66 read with
4 entries 52, 54, 55 and 62 of List-11 of the Seventh Scheduleto | vii. Andhra Pradesh Rural
the Constitution by the State Government, net of exclusions Development Act 1996
under clause 5(1) of the GST Compensation Bill
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Taxes on advertisement or any other tax levied by the
concerned State under the erstwhile entry 55 of List-11 (State
List) of the Seventh Schedule to the Constitution

viii. Section 14 of The Andhra

Pradesh Municipal Corporations
Act, 1994 — Advertisement tax
Section 114 of The Andhra
Pradesh Municipalities Act, 1965
— Advertisement tax

Section 63 of The Andhra
Pradesh Panchayat Raj Act, 1994
— Advertisement tax

2. Arunachal Pradesh

Sl.No. Type of Tax Act vide which imposed
Value Added Tax or any other tax levied by the concerned
1 State under the erstwhile entry 54 of List-11 (StateList) of the | i.  Arunachal Pradesh Goods Tax
Seventh Schedule to the Constitution, net of exclusions under Act, 2005
clause 5(1) of the GST Compensation Bill
Entry tax, octroi, local body tax or any other tax levied by the |
2 concerned State under the erstwhile entry 52 of List-11 (State . géggachal Pradesh Entry Tax Act
List) of the Seventh Schedule to the Constitution
Taxes on advertisement or any other tax levied by the | jji. Clause (f) of sub-section (1) of
3 concerned State under the erstwhile entry 55 of List-11 (State Section 129 of the Arunachal
List) of the Seventh Schedule to the Constitution Pradesh Municipal Act, 2007
3. Assam
Sl.No. Type of Tax Act vide which imposed
Value Added Tax or any other tax levied by the concerned
1 State under the erstwhile entry 54 of List-11 (State List) of the | i,  The Assam Value Added Tax
Seventh Schedule to the Constitution, net of exclusions under Act, 2003
clause 5(1) of the GST Compensation Bill
Taxes on luxuries, including taxes on entertainments, | ;; The Assam Amusements &
amusements, betting and gambling or any other tax levied by Betting Tax Act, 1939
2 the concerned State under the erstwhile entry 62 of List-Il | iii. The Assam Tax on Luxuries
(State List) of the Seventh Schedule to the Constitution, net (Hotels & Lodging Houses and
of exclusions under clause 5(1) of the GST Compensation Bill Hospitals) Act, 1989
Entry tax, octroi, local body tax or any other tax levied by the | V- The Assam Entry Tax Act, 2008
3 concerned State under the erstwhile entry 52 of List-Il (State v. d ause (i) of sub-secn_on (2).O.f
List) of the Seventh Schedule to the Constitution section 1-44 of Gauhati Municipd
Corporation Act, 1971
Any cess or surcharge or fee leviable under entry 66 read with |
, | entries52,54,55 and 62 of List-Il of the Seventh Scheduleto | Vi ;nhde sAeﬁ:;%\g 'O”fr':qa:tnftulgﬁ:]rg
the Congtitution by the State Government, net of exclusions Act, 2009 P
under clause 5(1) of the GST Compensation Bill
Taxes on advertisement or any other tax levied by the | vjj. Clause (d) of Sub-section (1) of
5 concerned State under the erstwhile entry 55 of List-Il (State section 144 of Gauhati Municipal
List) of the Seventh Schedule to the Constitution Corporation Act, 1971
4. Bihar
| S.No. | Type of Tax Act vide which imposed
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Value Added Tax or any other tax levied by the concerned
State under the erstwhile entry 54 of List-11 (State List) of the

The Bihar Value Added Tax Act,

1 Seventh Schedule to the Constitution, net of exclusions under 2005
clause 5(1) of the GST Compensation Bill
Taxes on luxuries, including taxes on entertainments, | ;i  The Bihar Entertainment Tax
amusements, betting and gambling or any other tax levied by Act, 1948
2 the concerned State under the erstwhile entry 62 of List-1l | iii. The Bihar Taxation on Luxuries
(State List) of the Seventh Schedule to the Constitution, net in Hotels Act, 1988
of exclusionsunder clause 5(1) of the GST Compensation Bill
Entry tax, octroi, local body tax or any other tax levied by the | V- The Bihar Tax on Entry of Goods
3 concerned State under the erstwhile entry 52 of List-l1 (State g%sl‘u?nciiﬁ;e%ss];ogr Sale therain
List) of the Seventh Schedule to the Constitution Act, 1993 '
Taxes on advertisement or any other tax levied by the | v. TheBihar Advertisement Tax
4 concerned State under the erstwhile entry 55 of List-Il (State Act, 2007
List) of the Seventh Schedule to the Constitution
5. Chhattisgarh
Sl.No. Type of Tax Act vide which imposed
Value Added Tax or any other tax levied by the concerned
1 State under the erstwhile entry 54 of List-1l (State List) of the | j.  The Chhattisgarh Value Added
Seventh Schedul e to the Constitution, net of exclusions under Tax Act, 2005
clause 5(1) of the GST Compensation Bill
Taxes on luxuries, including taxes on entertainments, | ;- Chhattisgarh Entertainments
amusements, betting and gambling or any other tax levied by Duty & Advertisements Tax Act,
2 the concerned State under the erstwhile entry 62 of List-I 1936
(State List) of the Seventh Schedule to the Constitution, net | iii. Chhattisgarh Luxury Tax Act,
of exclusions under clause 5(1) of the GST Compensation Bill 1988
Entry tax, octroi, local body tax or any other tax levied by the
3 concerned State under the erstwhile entry 52 of List-I1 (State | iv. Chhattisgarh Entry Tax Act, 1976
List) of the Seventh Schedule to the Constitution
6. Ddhi
Sl.No. Type of Tax Act vide which imposed
Vaue Added Tax or any other tax levied by the concerned
1 State under the erstwhile entry 54 of List-11 (State List) of the | i,  The Delhi Value Added Tax Act,
Seventh Schedule to the Constitution, net of exclusions under 2004
clause 5(1) of the GST Compensation Bill
Taxes on luxuries, including taxes on entertainments,
amusements, betting and gambling or any other tax levied by | 1i-  The Delhi Entertainment and
2 the concerned State under the erstwhile entry 62 of List-ll i ?ﬁéllgglﬁﬁ'gxcgnlfﬁguries Act
(State List) of the Seventh Schedule to the Constitution, net ' 1996 '
of exclusionsunder clause 5(1) of the GST Compensation Bill
iv. Clause (d) of sub-section (1) of
section 113, section 142, clause
(c) of sub-section (1) of section
Taxes on advertisement or any other tax levied by the 153, sub-section (1) of section
3 concerned State under the erstwhile entry 55 of List-11 (State _}_‘?é ?)neldr:irlﬁﬂigr;iiglhgdol:fo?famion
List) of the Seventh Schedule to the Constitution Act, 1957
v. Clause (d) of sub-section (1) of

Section 60 of The New Delhi
Municipal Council Act, 1994
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7. Goa

Sl.No. Type of Tax Act vide which imposed
Value Added Tax or any other tax levied by the concerned
1 State under the erstwhile entry 54 of List-11 (State List) of the | i,  The Goa Vaue Added Tax Act,
Seventh Schedule to the Constitution, net of exclusions under 2005.
clause 5(1) of the GST Compensation Bill
Taxes on luxuries, including taxes on entertainments,
amusements, betting and gambling or any other tax levied by | 1i-  The Goa Entertainment Tax Act,
2 the concerned State under the erstwhile entry 62 of List-11 i #?124GoaTax on Luxuries Act
(State List) of the Seventh Schedule to the Constitution, net ' 1988 '
of exclusions under clause 5(1) of the GST Compensation Bill
iv. The GoaTax on Entry of Goods
Act, 2000
Entry tax, octroi, local body tax or any other tax levied by the | v, Clause (n) of sub-section (3) of
3 concerned State under the erstwhile entry 52 of List-1l (State section 153 of The Goa
List) of the Seventh Schedule to the Constitution Panchayat Raj Act, 1994
vi. Clause (i) of section 104 of The
Goa Municipalities Act, 1968
vii. Clause (c) of sub-section (3) of
Taxes on advertisement or any other tax levied by the section 153 of The Goa
4 concerned State under the erstwhile entry 55 of List-1l (State | ... Panchayat Raj Act, 19.94
List) of the Seventh Schedule to the Constitution viii. I ase (d) of sub-section (1) of
section 101 of The Goa
Municipalities Act, 1968
8. Gujarat
Sl.No. Type of Tax Act vide which imposed
Value Added Tax or any other tax levied by the concerned
1 State under the erstwhile entry 54 of List-11 (State List) of the | i,  The Gujarat Value Added Tax
Seventh Schedule to the Constitution, net of exclusions under Act, 2003
clause 5(1) of the GST Compensation Bill
Taxes on luxuries, including taxes on entertainments, | ;; The Gujarat Entertainments Tax
amusements, betting and gambling or any other tax levied by Act, 1977
2 the concerned State under the erstwhile entry 62 of List-1l | iii. The Gujarat Tax on Luxuries
(State List) of the Seventh Schedule to the Constitution, net (Hotels and Lodging Houses)
of exclusions under clause 5(1) of the GST Compensation Bill Act, 1977
Entry tax, octroi, local body tax or any other tax levied by the | jy, The Gujarat Tax on Entry of
3 concerned State under the erstwhile entry 52 of List-11 (State Specified Goods into Local Areas
List) of the Seventh Schedule to the Constitution Act, 2001
9. Haryana
Sl.No. Type of Tax Act vide which imposed
Value Added Tax or any other tax levied by the concerned
1 State under the erstwhile entry 54 of List-11 (State List) of the | .  The Haryana Vaue Added Tax
Seventh Schedule to the Constitution, net of exclusions under Act, 2003
clause 5(1) of the GST Compensation Bill
Taxes on luxuries, including taxes on entertainments,
amusements, betting and gambling or any other tax levied by | 1i-  The Punjab Entertainment Duty
2 the concerned State under the erstwhile entry 62 of List-ll i éﬁ; Iﬂi\krs)?anaTax on Luxuries
(State List) of the Seventh Schedule to the Constitution, net ' Act, 2007
of exclusionsunder clause 5(1) of the GST Compensation Bill
Entry tax, octroi, local body tax or any other tax levied by the |
3 concerned State under the erstwhile entry 52 of List-11 (State lv. The Haryana Tax on Entry of

List) of the Seventh Schedule to the Constitution

Goodsinto Local Area Act, 2008
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Taxes on advertisement or any other tax levied by the | V- Clause(i) of sub-section (1) of
4* concerned State under the erstwhile entry 55 of List-11 (State section 83 anq section 121 Of. the
List) of the Seventh Schedule to the Constitution Haryana Municipal Corporation
Act, 1994
10. Himachal Pradesh
Sl.No. Type of Tax Act vide which imposed
Value Added Tax or any other tax levied by the concerned
1 State under the erstwhile entry 54 of List-11 (State List) of the | i.  The Himachal Pradesh Vaue
Seventh Schedul e to the Constitution, net of exclusions under Added Tax Act 2005
clause 5(1) of the GST Compensation Bill
ii. TheHimachal Pradesh
. . . . Entertainments Tax
Taxes on luxuries, including taxes on entertainments, (Cinematograph Shows) Act,
amusements, betting and gambling or any other tax levied by 1968
2 the concerned State under the erstwhile entry 62 of List-1l | iii. The Himachal Pradesh
(State List) of the Seventh Schedule to the Constitution, net Entertainments Duty Act, 1968
of exclusions under clause 5(1) of the GST Compensation Bill | V- The Himachal Pradesh Tax on
Luxuries (in Hotels and Lodging
Houses) Act, 1979
Entry tax, octroi, local body tax or any other tax levied by the | . The Himachal Pradesh Tax on
3 concerned State under the erstwhile entry 52 of List-11 (State Entry of Goods into Local Area
List) of the Seventh Schedule to the Constitution Act, 2010
11. Jammu & Kashmir
SI.No. Type of Tax Act vide which imposed
i. TheJammu and Kashmir Value
- Added Tax Act, 2005
1 Value Added Tax and Sales Tax on Services i TheJammu & Kashmir General
Sales Tax Act, 1962
iii. The Jammu and Kashmir
Entertainment Tax
2 Entertainment Tax (lcsi6nzematographi ¢ Shows) Act,
iv. The Jammu and Kashmir
Entertainments Duty Act, 2016
v. TheJammu and Kashmir Entry of
3 | EntryTax Goods Act, 2000 ’
vi. The Jammu and Kashmir General
4 Surcharge on Sales Tax Sales Tax Act, 1962
vii. Clause (ix) of sub-section (1) of
5 Advertisement Tax section 66 of the Jammu and

Kashmir Municipal Act, 2000

12. Jharkhand

Sl.No. Type of Tax Act vide which imposed

Value Added Tax or any other tax levied by the concerned

1 State under the erstwhile entry 54 of List-11 (State List) of the | i, The Jharkhand Vaue Added Tax
Seventh Schedule to the Constitution, net of exclusions under Act, 2005
clause 5(1) of the GST Compensation Bill
Taxes on luxuries, including taxes on entertainments,
amusements, betting and gambling or any other tax levied by | 1i- Jharkhand Entertainment Tax

2 the concerned State under the erstwhile entry 62 of List-11 Act, 2012

(State List) of the Seventh Schedule to the Constitution, net
of exclusions under clause 5(1) of the GST Compensation Bill

Jharkhand Taxation on Luxuries
in Hotel Act, 2011
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Entry tax, octroi, local body tax or any other tax levied by the

Jharkhand Entry Tax Act on

3 concerned State under the erstwhile entry 52 of List-1l (State consumption or use of goods Act,
List) of the Seventh Schedule to the Consgtitution 2011
Taxes on advertissment or any other tax levied by the )
4 concerned State under the erstwhile entry 55 of List-1l (State V- ihark;;lng Advertisement Tax
List) of the Seventh Schedule to the Constitution ct,
13. Karnataka
Sl.No. Type of Tax Act vide which imposed
Value Added Tax or any other tax levied by the concerned | i The Karnataka Value Added Tax
1 State under the erstwhile entry 54 of List-11 (State List) of the Act, 2003
Seventh Schedule to the Constitution, net of exclusionsunder | ii. The Karnataka Sales Tax Act,
clause 5(1) of the GST Compensation Bill 1957
iii. The Karnataka Entertainments
Taxes on luxuries, including taxes on entertainments, Tax Act, 1958
amusements, betting and gambling or any other tax levied by | IV- The Mysore Betting Tax Act,
2 the concerned State under the erstwhile entry 62 of List-11 v %?ézKarnat aka Tax on Luxuries
(State List) of the Seventh Schedule to the Congtitution, net | Act, 1979
of exclusions under clause 5(1) of the GST Compensation Bill | i, The Karnataka Tax on Lotteries
Act, 2004
Entry tax, octroi, local body tax or any other tax levied by the | Vii- The Karnataka Tax on Entry of
3 concerned State under the erstwhile entry 52 of List-11 (State viii _IG_P?S(?(S a?ncatut, all<217§peci al Entry Tax
List) of the Seventh Schedule to the Constitution ' Act, 2002
14. Kerala
Sl.No. Type of Tax Act vide which imposed
Vaue Added Tax or any other tax levied by the concerned
1 State under the erstwhile entry 54 of List-11 (State List) of the | i, KeralaValue Added Tax Act,
Seventh Schedule to the Constitution, net of exclusions under 2003
clause 5(1) of the GST Compensation Bill
Taxes on luxuries, including taxes on entertainments,
amusements, betting and gambling or any other tax levied by | jj, Kerala Tax on Paper Lotteries
2 the concerned State under the erstwhile entry 62 of List-11 Act 2005
(State List) of the Seventh Schedule to the Congtitution, net | iii. KeralaTax on Luxuries Act 1976
of exclusions under clause 5(1) of the GST Compensation Bill
Entry tax, octroi, local body tax or any other tax levied by the |
3 concerned State under the erstwhile entry 52 of List-1l (State V. _K;—:rall_a Talaonn En;\rytogg(;(iods
List) of the Seventh Schedule to the Constitution nto Local Areas A,
Taxes on advertisement or any other tax levied by the | V- Section 271 of the Kerala
4 concerned State under the erstwhile entry 55 of List-1l (State vi. hsﬂegglg:]p;lc;st)yo?tdhellizf aa
List) of the Seventh Schedule to the Constitution Panchayathi Raj Act 1994
vii. Essential Necessities Cess
introduced by section 10 of
Any cess or surcharge or fee leviable under entry 66 read with Kerala Finance Act, 2011
entries 52, 54, 55 and 62 of List-11 of the Seventh Scheduleto | Vill- Mangalyanidhi Cess introduced
5 - . by section 11 of Kerala Finance
the Congtitution by the State Government, net of exclusions Act, 2011
under clause 5(1) of the GST Compensation Bill ix. Section 3(1A) and 3(1AA) of

Kerala surcharge on Taxes Act
1957
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15. Madhya Pradesh

Sl.No. Type of Tax Act vide which imposed
Value Added Tax or any other tax levied by the concerned

1 State under the erstwhile entry 54 of List-11 (State List) of the | i,  The Madhya Pradesh VAT Act,
Seventh Schedule to the Constitution, net of exclusions under 2002
clause 5(1) of the GST Compensation Bill
Taxes on luxuries, including taxes on entertainments,
amusements, betting and gambling or any other tax levied by | ji, The Madhya Pradesh Vilasita,

2 the concerned State under the erstwhile entry 62 of List-11 Manoranjan, Amod Evam
(State List) of the Seventh Schedule to the Constitution, net Vigyapan Kar Adhiniyam, 2011
of exclusions under clause 5(1) of the GST Compensation Bill
Entry tax, octroi, local body tax or any other tax levied by the | jji. Madhya Pradesh Sthaniya

3 concerned State under the erstwhile entry 52 of List-11 (State KshetraMe Mal Ke Pravesh Par
List) of the Seventh Schedule to the Constitution Kar Adhiniyam, 1976

16. Maharashtra

Sl.No.

Type of Tax

Act vide which imposed

Vaue Added Tax or any other tax levied by the concerned
State under the erstwhile entry 54 of List-11 (State List) of the
Seventh Schedule to the Constitution, net of exclusions under
clause 5(1) of the GST Compensation Bill

The Maharashtra Value Added
Tax, 2002

The Maharashtra Purchase Tax
on Sugarcane Act, 1962

iii. The Maharashtra Forest

Development (Tax on sale of
Forest Produce by Government or
Forest Development Corporation)
Act, 1983

Taxes on luxuries, including taxes on entertainments,
amusements, betting and gambling or any other tax levied by
the concerned State under the erstwhile entry 62 of List-ll
(State List) of the Seventh Schedule to the Constitution, net
of exclusions under clause 5(1) of the GST Compensation Bill

Vi.

Vii.

The Maharashtra Entertainment
Duty Tax Act, 1923

The Maharashtra Tax on Lottery
Act, 2006

The Maharashtra Betting Tax
Act, 1925

The Maharashtra Tax on
Luxuries Act, 1987

Entry tax, octroi, local body tax or any other tax levied by the
concerned State under the erstwhile entry 52 of List-1l (State
List) of the Seventh Schedule to the Constitution

viii.

Xi.

The Maharashtra Tax on Entry of
Goodsinto Local Area Act, 2002
Sub-section 4 of Section 139 of
The Mumbai Municipal
Corporation Act, 1888

Clauses (a), (aa) and (aaa) of sub-
section 2 of Section 127 of The
Maharashtra Municipal
Corporation Act, 1949

The Maharashtra Tax on Entry of
Motor Vehiclesinto Local Areas
Act, 1987

Taxes on advertisement or any other tax levied by the
concerned State under the erstwhile entry 55 of List-1l (State
List) of the Seventh Schedule to the Constitution

Xii.

Xiii.

Xiv.

The Maharashtra Advertisements
Tax Act, 1967

Sub-section 3 of Section 139 of
The Mumbai Municipal
Corporation Act, 1888

Clauses (d) of sub-section 2 of
Section 127 of The Maharashtra
Municipa Corporation Act, 1949

17. Manipur

| S.No. |

Type of Tax

Act vide which imposed
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Value Added Tax or any other tax levied by the concerned
1 State under the erstwhile entry 54 of List-11 (State List) of the | i, Manipur Vaue Added Tax Act,
Seventh Schedule to the Constitution, net of exclusions under 2004
clause 5(1) of the GST Compensation Bill
Taxes on luxuries, including taxes on entertainments, | ii. The Assam Amusement and
amusements, betting and gambling or any other tax levied by Betting Tax Act, 1936 (as
2 the concerned State under the erstwhile entry 62 of List-11 i {e')geenhﬁ?;ig)ulr\ATa;pgr?Luxury
(State L|§t) of the Seventh Schedule to the Consntutl'on, n.et (Hotel & Lodging Houses) Act,
of exclusions under clause 5(1) of the GST Compensation Bill 2000
Entry tax, octroi, local body tax or any other tax levied by the | jv. Clause (c) of sub-section (1) of
3 concerned State under the erstwhile entry 52 of List-1l (State section 75 of The Manipur
List) of the Seventh Schedule to the Constitution Municipalities Act, 1994
Taxes on advertisement or any other tax levied by the | v, Clause (i) of sub-section (1) of
4 concerned State under the erstwhile entry 55 of List-1l (State section 75 of The Manipur
List) of the Seventh Schedule to the Constitution Municipalities Act, 1994
18. Meghalaya
SI.No. Type of Tax Act vide which imposed
i. TheMeghalayaVaue Added
Vaue Added Tax or any other tax levied by the concerned | Tax, 2003
1 State under the erstwhile entry 54 of List-11 (State List) of the | - gﬂnzglt’]:ltgl?ausril ﬁc?cfqu:;iriorlngluugi g
Seventh Schedule to the Constltutlgn, ngt of exclusions under motor spirit Taxation Act, except
clause 5(1) of the GST Compensation Bill in respect of goods kept outside
the ambit of GST
Taxes on luxuries, including taxes on entertainments, iii. The Meghalaya Amusement and
amusements, betting and gambling or any other tax levied by Betting Tax Act
2 the concerned State under the erstwhile entry 62 of List-Il | iv. The Meghalaya Tax on Luxuries
(State List) of the Seventh Schedule to the Constitution, net (Hotels and Lodging Houses)
of exclusions under clause 5(1) of the GST Compensation Bill Act, 1991
Any cessor surcharge or fee |leviable under entry 66 read with |, The Meghalaya Cement Cess
3 entries 52, 54, 55 and 62 of List-11 of the Seventh Schedule to Act, 2010
the Congtitution by the State Government, net of exclusions | vi. The Meghaaya Clinker Cess Act,
under clause 5(1) of the GST Compensation Bill 2015
19. Mizoram
SI.No. Type of Tax Act vide which imposed
) i. TheMizoram Value Added Tax
Value Added Tax or any other tax levied by the concerned Act, 2005
1 State under the erstwhile entry 54 of List-11 (State List) of the | ji. The Mizoram (Sales of Petroleum
Seventh Schedule to the Constitution, net of exclusions under and Petroleum Products, including
clause 5(1) of the GST Compensation Bill Motor Spirit and L ubricants)
Taxation Act, 1973
Taxes on luxuries, including taxes on entertainments,
amusements, betting and gambling or any other tax levied by | ) )
2 the concerned State under the erstwhile entry 62 of List-11 . Zh? l\g/l(;igram Entertainment Tax
(State List) of the Seventh Schedule to the Constitution, net <
of exclusions under clause 5(1) of the GST Compensation Bill
Entry tax, octroi, local body tax or any other tax levied by the | )
3 concerned State under the erstwhile entry 52 of List-1l (State V. ;ngM Izoram Eniry Tax Adt,
List) of the Seventh Schedule to the Constitution
20. Nagaland
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Sl.No. Type of Tax Act vide which imposed
i. TheNagaland Value Added Tax
. Act, 2005
Vaue Added Tax or any other tax levied by the concerned | i  The Nagaland Sales of Petroleum
1 State under the erstwhile entry 54 of List-11 (State List) of the and its products including Motor
Seventh Schedule to the Constitution, net of exclusions under Spirit and Lubricants etc.,
clause 5(1) of the GST Compensation Bill Taxation Act, 1967 except in
respect of goods kept outside the
ambit of GST
Taxes on luxuries, including taxes on entertainments,
amusements, betting and gambling or any other tax levied by |
2 the concerned State under the erstwhile entry 62 of List-11 . th nggland Amusements Tax
(State List) of the Seventh Schedule to the Constitution, net “
of exclusions under clause 5(1) of the GST Compensation Bill
Entry tax, octroi, local body tax or any other tax levied by the |
3 concerned State under the erstwhile entry 52 of List-1l (State V. 1_8163 Nagaland Entry Tax Act,
List) of the Seventh Schedule to the Constitution
21. Odisha
Sl.No. Type of Tax Act vide which imposed
i. TheOdishaVaue Added Tax
Value Added Tax or any other tax levied by the concerned |~ Act 2004
L State under the erstwhile entry 54 of List-I1 (State List) of the | " g:g;@';?;?;eﬁgﬁgegt (Tex
Seventh Schedule to the Constitution, net of exclusions under Government or O%i ha Forést
clause 5(1) of the GST Compensation Bill Development Corporation) Act,
2003
Taxes on luxuries, including taxes on entertainments,
amusements, betting and gambling or any other tax levied by | iii. The Odisha Entertainment Tax
2 the concerned State under the erstwhile entry 62 of List-ll i\ '_?_ﬁé ZC()JgiSshaLuxury Tax Act
(State List) of the Seventh Schedule to the Constitution, net ' 1995 ’
of exclusions under clause 5(1) of the GST Compensation Bill
Entry tax, octroi, local body tax or any other tax levied by the
3 concerned State under the erstwhile entry 52 of List-1l (State | v. The Odisha Entry Tax Act, 1999
List) of the Seventh Schedule to the Constitution
Taxes on advertisement or any other tax levied by the | vi. Section 242 of the Odisha
4 concerned State under the erstwhile entry 55 of List-1l (State Municipa Corporation Act, 2003

List) of the Seventh Schedule to the Constitution

— Advertisement Tax

22. Puducherry

Sl.No. Type of Tax Act vide which imposed

Value Added Tax or any other tax levied by the concerned

1 State under the erstwhile entry 54 of List-II (State List) of the | i, The Puducherry Value Added
Seventh Schedule to the Constitution, net of exclusions under Tax Act, 2007
clause 5(1) of the GST Compensation Bill
Taxes on advertissment or any other tax levied by the | Hi- Sub-clause(iii) in clause (a) of

2 concerned State under the erstwhile entry 55 of List-11 (State ?g:ﬁgﬂgﬁéﬁ;ﬂﬁgg&ﬁ;ﬁ
List) of the Seventh Schedule to the Constitution Act, 1973
Any cess or surcharge or fee leviable under entry 66 read with |

3 entries 52, 54, 55 and 62 of List-11 of the Seventh Scheduleto | '!'" 'II;heelTuduchetrry igarcar;ec
the Constitution by the State Government, net of exclusions Ag 132?% andLevyor Les
under clause 5(1) of the GST Compensation Bill ’

23. Punjab
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Sl.No. Type of Tax Act vide which imposed
Value Added Tax or any other tax levied by the concerned
1 State under the erstwhile entry 54 of List-11 (State List) of the | i,  The Punjab Value Added Tax
Seventh Schedule to the Constitution, net of exclusions under Act, 2005
clause 5(1) of the GST Compensation Bill
ii. The Punjab Entertainment Duty
. . . . Act, 1955
Taxes on luxuries, including taxes on entertainments, iii. The Punjab Tax on Lotteries Act,
amusements, betting and gambling or any other tax levied by 2005
2 the concerned State under the erstwhile entry 62 of List-Il | iv. The Punjab Entertainments Tax
(State List) of the Seventh Schedule to the Constitution, net (Cinematograph Shows) Act,
of exclusionsunder clause 5(1) of the GST Compensation Bill 1954
v. The Punjab Tax on Luxuries Act,
2009
vi. The Punjab Tax on Entry of
Goodsinto Local AreaTax Act,
Entry tax, octroi, local body tax or any other tax levied by the 2000
3 concerned State under the erstwhile entry 52 of List-1l (State | vii. Clause (b) in sub-section (1) of
List) of the Seventh Schedule to the Constitution section 90 and section 113 of The
Punjab Municipa Corporation
Act, 1976
Taxes on advertisement or any other tax levied by the | vjji. Clause (d) in sub-section (1) of
4 concerned State under the erstwhile entry 55 of List-l (State section 90 of The Punjab
List) of the Seventh Schedule to the Constitution Municipa Corporation Act, 1976
Any cess or surcharge or fee leviable under entry 66 read with | )
entries 52, 54, 55 and 62 of List-11 of the Seventh Scheduleto | 1X- The Punjab Infrastructure
5 (Development & Regulation),

the Congtitution by the State Government, net of exclusions
under clause 5(1) of the GST Compensation Bill

Act, 2002

With respect to the contribution from VAT to Punjab Municipal Fund (PMF) and Punjab Municipal Infrastructure
Development Fund (PMIDF) excluded by the AG as the same was not credited to the Consolidated Fund, the
Finance Department, Government of Punjab shall be treated as the certifying authority.

24. Rajasthan

Sl.No.

Type of Tax

Act vide which imposed

Value Added Tax or any other tax levied by the concerned
State under the erstwhile entry 54 of List-11 (State List) of the
Seventh Schedule to the Constitution, net of exclusions under
clause 5(1) of the GST Compensation Bill

The Rgjasthan Value Added Tax
Act, 2003

Taxes on luxuries, including taxes on entertainments,
amusements, betting and gambling or any other tax levied by
the concerned State under the erstwhile entry 62 of List-11
(State List) of the Seventh Schedule to the Constitution, net
of exclusions under clause 5(1) of the GST Compensation Bill

The Rajasthan Entertainments and
Advertisements Tax Act, 1957

iii. The Rajasthan Tax on Luxuries

(in Hotels and Lodging Houses)
Act, 1990

The Rajasthan Tax on Luxuries
(Tobacco and its Products) Act,
1994

Entry tax, octroi, local body tax or any other tax levied by the
concerned State under the erstwhile entry 52 of List-1l (State
List) of the Seventh Schedule to the Constitution

Vi.

Vil.

The Rgjasthan Tax on Entry of
Goodsinto Local Areas Act, 1999
The Rgjasthan Tax on Entry of
Motor Vehicles into Local Areas
Act, 1988

Clause (b) of sub-section (1) of the
section 65 of the Rgasthan
Panchayati Rgj Act, 1994, as it
existed before the passage of the
Rajasthan Goods and Services
Tax Act, 2017.
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viii. Clause (e) of sub-section (1) of
Taxes on advertissment or any other tax levied by the section 102 of the Rajasthan
4 concerned State under the erstwhile entry 55 of List-1l (State gﬂx?ggpgle'fg?: tﬁgf) 200?3’ o?sthlé
List) of the Seventh Schedule to the Constitution Rajasthan Goods and gServices
Tax Act, 2017.
Any cessor surcharge or feeleviable under entry 66 read with |
entries 52, 54, 55 and 62 of List-11 of the Seventh Scheduleto | X Chapter X1 (Infrastructure
S the Congtitution by the State Government, net of exclusions Development  Cess)  of  the
y 1L et Rajasthan Finance Act, 2014
under clause 5(1) of the GST Compensation Bill
25. Sikkim
Sl.No. Type of Tax Act vide which imposed
Value Added Tax or any other tax levied by the concerned | o
1 State under the erstwhile entry 54 of List-11 (State List) of the | ' Egte ggcl)(ém Value Added Tax
Seventh Schedule to the Constltutlgn, nejt of exclusions under Sikkim Sales Tax Act, 1983
clause 5(1) of the GST Compensation Bill
Any cess or surcharge or feeleviable under entry 66 read with | ii.  The Sikkim Ecology Fund &
) entries 52, 54, 55 and 62 of List-11 of the Seventh Scheduleto | . grll(vkllron_lrpent Cestsl A}C;;OOSt
the Congtitution by the State Government, net of exclusions - 'm fransport Tnirasiructure
: , Development Fund (STIDF) Act,
under clause 5(1) of the GST Compensation Bill 2004
26. Tamil Nadu
Sl.No. Type of Tax Act vide which imposed
Vaue Added Tax or any other tax levied by the concerned
1 State under the erstwhile entry 54 of List-11 (State List) of the | |,  The Tamil Nadu Value Added
Seventh Schedule to the Constitution, net of exclusions under Tax Act, 2006
clause 5(1) of the GST Compensation Bill
Taxes on luxuries, including taxes on entertainments, | ii. The Tamil Nadu Entertainments
amusements, betting and gambling or any other tax levied by | T@xAct, 1939 .
2 the concerned State under the erstwhile entry 62 of List-ll . Igggam'l Nadu Betting Tax Adt,
(State L|_St) of the Seventh Schedule to the Consntutl_on, ngt iv. The Tamil Nadu Tax on Luxuries
of exclusions under clause 5(1) of the GST Compensation Bill Act, 1981
v. TheTamil Nadu Tax on Entry of
Motor Vehiclesinto Local Areas
_ ) Act, 1990
Entry tax, octroi, local body tax or any other tax levied by the | vj.  The Tamil Nadu Tax on Entry of
3 concerned State under the erstwhile entry 52 of List-1l (State Goods into Local Areas Act,
List) of the Seventh Schedule to the Constitution 2001
vii. Clause (f) of section 98 of the
Chennai City Municipa
Corporation Act, 1919
viii. Section 129-A of the Chennai
City Municipal Corporation Act,
1919
ix. Clause (dd) in section 78 of the
Tamil Nadu District
Taxes on advertisement or any other tax levied by the Municipalities Act, 1920
4 concerned State under the erstwhile entry 55 of List-1l (State X. Sect_|on 157 and Clause (e) n
List) of the Seventh Schedule to the Constitti section 115 of the Madurai City
ist) of the Seven uleto the Lonstitution Municipa Corporation Act, 1971
xi. Clause (e) in section 117 of the
Coimbatore City Municipal
Corporation Act, 1981
xii. Section 172-A of the Tamil Nadu

Panchayats Act, 1994
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xiii. The Tamil Nadu Advertisement
Tax Act, 1983
Any cessor surcharge or fee leviable under entry 66 read with
5 entries 52, 54, 55 and 62 of List-11 of the Seventh Scheduleto | xjv. Tamil Nadu Sugar Cane Cess
the Congtitution by the State Government, net of exclusions (Validation) Act, 1963
under clause 5(1) of the GST Compensation Bill
27. Telangana
Sl.No. Type of Tax Act vide which imposed
Value Added Tax or any other tax levied by the concerned
1 State under the erstwhile entry 54 of List-1l (State List) of the | i,  The Telangana Value Added Tax
Seventh Schedule to the Constitution, net of exclusions under Act, 2005
clause 5(1) of the GST Compensation Bill
Taxes on luxuries, including taxes on entertainments, | ii. The Telangana Entertainments
amusements, betting and gambling or any other tax leviedby | ~ T@xAct,1939 _
2 the concerned State under the erstwhile entry 62 of List-II . 'égngeI?_ngagaH?;tse Ramilgsggfand
(State List) of the Seventh Schedule to the Constitution, net iV, Thel-lr-lgl anag)](an:%'l;x g?]nfluxuri s
of exclusions under clause 5(1) of the GST Compensation Bill Act, 1987
v. TheTelangana Tax on Entry of
Entry tax, octroi, local body tax or any other tax levied by the Motor Vehiclesinto Local Areas
3 concerned State under the erstwhile entry 52 of List-1l (State | . Act, 1996
List) of the Seventh Schedule to the Constitution vi. The Telangana Tax on Entry of
Goodsinto Local Areas Act,
2001
vii. Section 14 of the Telangana
Municipal Corporations Act,
1994
Taxes on advertissment or any other tax levied by the | Viii. Clause (f) of Sub section (1) of
4 concerned State under the erstwhile entry 55 of List-11 (State sect|9r)197 of the Hyderabad
List) of the Seventh Schedule to the Constitution ; M unict pal Corporations Act,1955
iX. Section 114 of the Telangana
Municipalities Act, 1965
X. Section 63 of the Telangana
Panchayat Raj Act, 1994
Any cess or surcharge or feeleviable under entry 66 read with
5 entries 52, 54, 55 and 62 of List-11 of the Seventh Scheduleto | xj. The Telangana Rural
the Congtitution by the State Government, net of exclusions Development Act,1996
under clause 5(1) of the GST Compensation Bill
28. Tripura
Sl.No. Type of Tax Act vide which imposed
Value Added Tax or any other tax levied by the concerned
1 State under the erstwhile entry 54 of List-11 (State List) of the | i,  The Tripura Value Added Tax
Seventh Schedule to the Constitution, net of exclusions under Act, 2004
clause 5(1) of the GST Compensation Bill
Taxes on luxuries, including taxes on entertainments, | ;; The Tripura Entertainment Tax
amusements, betting and gambling or any other tax levied by Act, 1997
2 the concerned State under the erstwhile entry 62 of List-Il | jii. The TripuraTax on Luxuriesin
(State List) of the Seventh Schedule to the Constitution, net Hotels and Lodging Houses Act,
of exclusions under clause 5(1) of the GST Compensation Bill 1990
iv. Clause (j) in sub-section (1) of
Entry tax, octroi, local body tax or any other tax levied by the section 192 of the Tripura
3 concerned State under the erstwhile entry 52 of List-11 (State Municipal Act, 1994
List) of the Seventh Schedule to the Constitution V. Section 206 of the Tripura
Municipa Act, 1994
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vi. Clause (b) in sub-section (1) of
Taxes on advertisement or any other tax levied by the section 192 of the Tripura
4 concerned State under the erstwhile entry 55 of List-1l (State Municipal Act, 1994
List) of the Seventh Schedule to the Constitution vii. Section 197 of the Tripura
Municipa Act, 1994
29. Uttar Pradesh
Sl.No. Type of Tax Act vide which imposed
i. TheUttar Pradesh Value Added
Vaue Added Tax or any other tax levied by the concerned | Tax Act, 2008
1 State under the erstwhile entry 54 of List-11 (State List) of the | '!- Ill]uercl:Jrg:re ?:Sihcﬂ%%r (l:ane
Seventh Schedule to the Constltutlgn, ngt of exclusions under iii. Chapter 11 of The U’ttar Pradesh
clause 5(1) of the GST Compensation Bill Taxation and Land Revenue
Laws Act, 1975
Taxes on luxuries, including taxes on entertainments,
amusements, betting and gambling or any other tax levied by | V- The Uttar Pradesh Entertainment
2 the concerned State under the erstwhile entry 62 of List-ll and Betting Tax Act, 1979
. - v. The Uttar Pradesh Tax on
(State List) of the Seventh Schedule to the Constitution, net Luxuries Act, 1995
of exclusions under clause 5(1) of the GST Compensation Bill
Entry tax, octroi, local body tax or any other tax levied by the | i The Uttar Pradesh Tax on Entry
3 concerned State under the erstwhile entry 52 of List-1l (State of Goods into Local Areas Act,
List) of the Seventh Schedule to the Constitution 2007
vii. The Uttar Pradesh
Advertisements Tax Act, 1981
viii. Clause (h) of sub-section (2) of
Taxes on advertisement or any other tax levied by the section 172 and section 192 and
4 concerned State under the erstwhile entry 55 of List-1l (State 193 of The Uttar Pradesh
List) of the Seventh Schedule to the Constitution Municipa Corporation Act, 1959
ix. Clause (vii) of sub section (2) of
section 128 of The Uttar Pradesh
Municipalities Act, 1916
30. Uttarakhand
Sl.No. Type of Tax Act vide which imposed
Value Added Tax or any other tax levied by the concerned
1 State under the erstwhile entry 54 of List-11 (State List) of the | |,  The Uttarakhand Value Added
Seventh Schedule to the Constitution, net of exclusions under Tax Act, 2005
clause 5(1) of the GST Compensation Bill
ii. The Uttarakhand Entertainment
. . i . and Betting Tax Act, 1979
Taxes on luxuries, including taxes on entertainments, | iii The Uttarakhand Cinema
amusements, betting and gambling or any other tax levied by (Regulation) Act, 1955
2 the concerned State under the erstwhile entry 62 of List-Il | iv. Chapter Il (Section 2 to 13) of
(State List) of the Seventh Schedule to the Constitution, net The Uttarakhand (Uttar Pradesh
of exclusions under clause 5(1) of the GST Compensation Bill Taxation and Land Revenue
Laws Act, 1975) Adaptation and
Modifications Order, 2002
Entry tax, octroi, local body tax or any other tax levied by the | . The Uttarakhand Tax on Entry of
3 concerned State under the erstwhile entry 52 of List-1l (State Goodsinto Local Areas Act,
List) of the Seventh Schedule to the Constitution 2008
Any Cessor surcharge or feeleviable under entry 66 read with
entries 52, 54, 55 and 62 of List-1l of the Seventh Scheduleto | .
4 vi. The Uttarakhand Cess Act, 2015

the Congtitution by the State Government, net of exclusions
under clause 5(1) of the GST Compensation Bill
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vii. Section 192 and sub-section 2(h)
of Section 172 of The
Taxes on advertisement or any other tax levied by the Uttarakhand (The Uttar Pradesh
5 concerned State under the erstwhile entry 55 of List-1l (State gﬂggg)cfgla;;%%rzr']gn Act,
List) of the Seventh Schedule to the Constitution Modification Order, 2002
viii. The Uttarakhand Advertisements
Tax Act, 1981
31. West Bengal
Sl.No. Type of Tax Act vide which imposed
Value Added Tax or any other tax levied by the concerned | i The\West Bengal Value Added
1 State under the erstwhile entry 54 of List-11 (State List) of the Tax Act, 2003
Seventh Schedule to the Constitution, net of exclusionsunder | ii. The West Bengal Sales Tax Act,
clause 5(1) of the GST Compensation Bill 1994
) ) ! . iii. The Bengal Amusements Tax
Taxes on luxuries, including taxes on entertainments, Act, 1922
amusements, betting and gambling or any other tax levied by | jy. The West Bengal Entertainment-
2 the concerned State under the erstwhile entry 62 of List-lI cum-Amusement Tax Act 1982
(State List) of the Seventh Schedule to the Congtitution, net | v. The West Bengal Entertainments
of exclusions under clause 5(1) of the GST Compensation Bill and Luxuries (Hotels &
Restaurants) Tax Act, 1972
Entry tax, octroi, local body tax or any other tax levied by the | vj. The West Bengal Tax on Entry of
3 concerned State under the erstwhile entry 52 of List-1l (State Goods into Local Areas Act,
List) of the Seventh Schedule to the Constitution 2012
Note:

With respect to Advertisement Tax collected by local bodiesin States, for which the AG of the concerned
State has no data, the Finance Department, of the respective State Government shall be treated as the
certifying authority for the amount of the revenue collected for the purposes of estimation of base year
revenue under the Goods and Services Tax (Compensation to States) Act, 2017.

[F. No. S$-31011/03/2014- SO(ST)- Part 1]

(Mahendra Nath)
Under Secretary to the Government of India
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