
. A 
I 

1-
0 a.. 
w 
0 
~ 

0 
0 
ro 
-4: z 

MINUTE BOOK 

Minutes of the 32"d GST Council Meeting held on lOth January 2019 

The thirty second Meeting of the Goods and Services Tax Council (hereinafter 

referred to as ' the Council ' ) was held on lOth January, 2019 at Vigyan Bhawan, New Delhi, 

under the Chairpersonship of the Hon'ble Union Finance Minister, Shri Arun Jaitley 

(hereinafter referred to as the Chairperson). A list of the Hon'ble Members of the Council 

who attended the meeting is at Annexure 1. A list of officers of the Centre, the States, the 

GST Council and the Goods and Services Tax Network (GSTN) who attended the meeting is 
at Annexure 2. 

2. The following agenda items were listed for discussion in the 32"d Meeting of the 
Council: 

1. Confirmation of the Minutes of 3 P 1 GST Council Meeting held on 22"d December, 

2 . 

3. 

4. 
5. 

2018 

Deemed ratification by the GST Council of Notifications, Circulars and Orders issued 

by the Central Government 

Decisions of the GST Implementation Committee (GIC) for information of the 

Council 

Interim Report ofGoM (Group of Minister) on MSMEs 

Issues recommended by the Fitrnent Committee for the consideration of the GST 
Council 

1. Proposal for boosting real estate ·sector under GST regime by providing a 

composition scheme for residential construction units 

n . Proposal regarding rationalisation of GST rates on Lottery 

m. Request by CAPSI (Central Association of Private Security Industry) to bring 

the entire security services sector including body corporate under RCM 
(Reverse Charge Mechanism) 

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

1. Notification of provisions of the CGST (Amendment) Act, 2018; UTGST 

(Amendment) Act, 2018, the GST (Compensation to States) Amendment Act, 
2018 and the IGST (Amendment) Act, 2018 

11. Consequential amendments in notifications issued earlier in light of bringing 

into force the provisions of the CGST (Amendment) Act, 2018; the UTGST 

(Amendment) Act, 2018; the GST (Compensation to States) Amendment Act, 
2018 and the IGST (Amendment) Act, 2018 

iii. Consequential amendments in Circulars and Orders issued earlier in light of 

bringing into force the provisions of the CGST (Amendment) Act, 20 18; the 

UTGST (Amendment) Act, 2018; the GST (Compensation to States) 

(Amendment) Act, 2018 and the IGST (Amendment) Act, 2018 
tv. Proposal for amendment in CGST Rules, 2017 

7. Review of Revenue position 

8. Allowing ITGRC (IT Grievance Redressal Committee) to consider non-technical 
issues (errors apparent on the face of record) 

9. Use of RFID (Radio-frequency Identification) data for strengthening enforcement of 
e-Way bill system under GST 

10. Quarterly Report of the NAA (National Anti-profiteering Authority) for the quarter 

October to December 2018 for the information of the GST Council 
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11. Report of GoM on Revenue Mobilisation 

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

13. Date of the next meeting of the GST Council 

Preliminary discussion 

3. The Hon'ble Chairperson welcomed everyone to the 32nd Meeting of the Council. He 

informed that three new Members had joined the Council, namely, Shri T.S. Singh Deo, Shri 

Priyavrat Singh and Shri Shanti Kumar Dhariwal, Hon'ble Ministers from Chhattisgarh, 

Madhya Pradesh and Rajasthan respectively. By way of introduction for the newly joined 

Members, he stated that the Council was a new experiment on co-operative federalism, which 

met from time to time. He added that he was confident that the three new Members would 

contribute positively to the working of the Council. 

3 .1. Before taking up discussion on the Agenda items, Shri Y anamala Ramakrishnudu, 

Hon'ble Minister from Andhra Pradesh raised an issue that Agenda fixation for the Council 

Meeting should be in consultation with the States and observed that Agenda of the States was 

not appearing in the meeting. He added that alternatively, information on the Agenda items 

should be shared in advance with the States. Dr. A.B. Pandey, Union Revenue Secretary and 

Secretary to the Council (hereinafter referred to as the Secretary), stated that some of the 

Agenda items, like Agenda item !(Confirmation of the Minutes of the 3Pt Meeting), Agenda 

item 2 (Deemed ratification of Notifications, Circulars and Orders issued by the Central 

Government) and Agenda item 7 (Review of Revenue position) were routine agenda items. 

Agenda items 5(i) (Proposal for boosting real estate sector under GST regime by providing a 

composition scheme for residential construction units), 5(ii) (Proposal regarding 

rationalisation of GST rates on Lottery), 8 (Allowing ITGRC to consi<,ier non-technical 

issues), and 11 (Report of GoM on Revenue Mobilisation) were placed before the Council in 

pursuance of the decision of the last Council Meeting to discuss these issues in a combined 

meeting of the Fitment Committee and the Law Committee or in the GoM and place the 

recommendations in the next meeting of the Council. He added that the only new substantive 

agenda was Agenda item 9 (Use of RFID data for strengthening enforcement of e-Way bill 

system under GST) which was discussed during the Officers meeting held on 9th January, 

2019 and the Council would be apprised about its deliberations when this Agenda item can1e 

up for discussion. 

3.2. The Hon'ble Chairperson observed that there should be a procedure by which any 

pressing issue raised by a State may be brought before the Council. He stated that the Hon'ble 

Minister of a State could write to him or the Finance Secretary of the State concerned could 

write to the Union Revenue Secretary. The Hon'ble Minister from Andhra Pradesh stated that 
they had written to the Council on certain issues and they would write again on those issues. 

Many of these issues related to fitment of rates, which needed to be considered in either way 

but they had not been brought before the Council. Shri Manish Sisodia, Hon'ble Deputy Chief 

Minister of Delhi, stated that there should be a practice to circulate the list of Agenda items 

forwarded by the States to the Council Secretariat every month or during the meeting of the 

Council even if these were not part of the Agenda. 

3.3. The Hon'ble Chairperson observed that many times, the Hon'ble Members had raised 

issues orally during the Council Meeting and he always allowed them to be raised. Most of 

these issues related to rates and these were mostly referred to the Fitment Committee for 
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consideration. He observed that most of the issues, raised by the Hon'ble Minister from 

Andhra Pradesh also related to rates and as a test case, it needed to be verified whether or not 

all these issues had gone to the Fitment Committee for consideration. 

3.4. Shri V. Narayanasamy, Hon 'ble Chief Minister of Puducherry, stated that during the 

last Meeting of the Council, he had raised the issue of IGST settlement for the financial year 
2017-2018 and it was decided that the Finance Secretaries of Puducherry and Delhi would 

meet the Union Revenue Secretary to fmd a solution. He urged that a decision on this issue 

was required to be taken early and requested intervention of the Hon'ble Chairperson in tlus 

regard. The Hon'ble Chairperson observed that the Secretary may discuss tllis issue with 

Puducherry and Delhi at the earliest possible. 

3.5. The Hon'ble Deputy Chief Minister of Delhi stated that the amount lying in the IGST 

account should be settled by 31st March, 2019 and suggested that the Council could take a 

decision to tllis effect. He observed that in the absence of such a decision, the amount would 

be in the Consolidated Fund of India by default and then it would get devolved to the States to 

the exclusion oftl1e UTs ofDelhi"and Puducherry. He further stated that ifthe money went to 

the Consolidated Fund of India · after the IGST amount had been settled fmally, then the 

problem associated with devolution for his State would not arise. The Hon'ble Chairperson 

observed that practically it was unlikely that the IGST amount could be kept as nil as 

collections and refunds would happen right till end of March. Hence, some amount would 

always remain un-apportioned. The Secretary stated that in March, 2019 also, some IGST 

amount would come into the Consolidated Fund of India and refunds would be given, and the 

Government would come to know about the exact amount lying in the Consolidated Fund of 
India only at the end of March, 2019. He further stated that they were taking legal opinion as 

to whether the unsettled IGST amount could be kept in the Consolidated Fund of India and 
whether it was devolvable. He added that tllis issue was also under discussion with the 

accounting authorities of the Central Government before taking appropriate decision. 

3.6. The Hon'ble Chairperson observed that since the two Union Territories with 

legislature were not getting any money through devolution, their request to keep only a 

minimal amount under the IGST head would need to be examined. The Hon'ble Deputy Chief 
Minister of Delhi stated that an in-principle decision should be taken now that Union of India 

should keep only a minimal amount under the IGST head as this might be the last meeting of 

the Council during ilie current financial year. Dr. T.V. Somanathan, Commissioner, State TaJc, 

Tamil Nadu, stated that the Government of Tamil Nadu held ilie same view as that of the 

Hon'ble Deputy Chief Minister of Delhi and the practice of ad hoc settlement should continue 

in March, 2019 and no money should lie in ilie IGST account at the end of March, 2019. The 

Hon'ble Chairperson observed that as mentioned by the Secretary, tllis would need further 

examination . 

3.7. After these preliminary discussions, the Hon'ble Chairperson invited the Secretary to 

take up the Agenda items for discussion. 
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A~enda Item 1: Confirmation of the Minutes of 31't GST Council Meeting held on 22"d 

December, 2018 

4. The Secretary stated that during the Officers meeting held on 9th January, 2019, no 
comments were received on the Minutes of the 31st GST Council Meeting held on 22nct 

December, 2018. The Hon'ble Chairperson stated that alternatively, if a Member found that he 

had been inaccurately quoted, then the correction to his version could be forwarded to the 
Secretary in writing and appropriate corrections could be made. He invited comments, if any, 
from the Members. Shri Manpreet Singh Badal, Hon'ble Minister from Punjab, stated that 
they had suggested some editorial corrections in writing, which should be taken on record. 
The following corrections were suggested: 

(i) In paragraph 12.7 of the Minutes, to make corrections in the last three sentences as 
follows (the suggested additions are underlined in italics and suggested deletions are in strike 
through mode): 'He explained that the service providers like Pavtm in respect of telecom 

services provided bv BSNL and MTNL were accounting a large portion of taxes dues to his 
State, to their head offices in NOIDA based on the address of the suppliers and not ofthe 

subscribers. He suggested that a special group should be constituted to look at the possible 

State-wise distortions and suggest ways for augmentation of revenue and particularly the 
revenue which had not been reaching the destination States. He further suggested that rate 
rationalization should be looked at keeping in mind July, 2022 and not mMav. ~ 2019.' 

(ii) In paragraph 12.19 of the Minutes, to make corrections in the last two sentences as 
follows (the suggested changes are underlined and in italics and suggested deletions are in 
strike through mode): 'On Service Tax, he stated that earlier, g_ large part of Service Tax was 
levied on B2B payment supplies i.e. between the stages of manufacture and retail like renting 
of immovable properties, C&F agent, business auxiliary service, business support service, 
advertisement, etc. and the revenue from them was going to be chardleliz:ed cannibalized in 
GST, being a levv on the final price. He stated that as per his estimate, the net revenue from 
Service Tax was supposed to be around Rs.70,000 crore depending upon the exemption 

threshold.' 

(iii) In paragraph 12.20 of the Minutes, to make corrections in the first six sentences as 
follows (the suggested changes are in italics and underlined and suggested deletions are in 
strike through mode): 'The Advisor (Financial Resources), Punjab, further stated that dttfl.Rg 
the pre at the time GST period (2008 15) design was first conceived around 2008. the rate of 
State VAT was originally· standard rated @12.,24% and GS+- merit rate was 4% but the rates 
varied rose subsequently among the across the States as some States started levying 10% 
surcharge, some raised tax rates etc. So, GST v•as roHed out. At the time GST was ushered. M 
most States had a tax VAT rate of 13.5%-14% on a cascaded value, which included Central 

Excise duty, in addition to CST of2% plus the tax of input tax credit reversals o(4% on stock 
transfers. Thus, his estimate was that most of the States had a prevalent tax VAT rate of 18% 
at the higher end which had now become 9% (as SGST) and VAT rate of 6% (together with 

similar cascading)_ had become 2.5% or 6% SGST at the most. This had an impact on the 
revenue front. He stated that Punjab_l primary had two fold problem, nrunely Pt~rehase TaR 
ftftti-was the mismatch between ratio of Punjab 's share of GDP in the country's GDP aRti 
when compared with Puniab 's GST reven>le vis-a-vis country's total GST revenue. He added 
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that share of Punjab in the country's GDP was 2.8% but its share of GST revenue was only 
2.4%. This automatically neutralized all tactors such as Purchase Tax. ' 

4.1. The Council approved the changes to the Minutes as proposed above. No other 

Member made any comments on the Minutes of the 31'1 GST Council Meeting. 

5. For Agenda item 1, the Council decided to adopt the Minutes of the 3 p t Meeting of 
GST Council with changes as recorded in paragraph 4 above . 

A~enda Item 2: Deemed ratification by the GST Council of Notifications, Circulars and 
Orders issued by the Central Government 

6. The Secretary informed that during the Officers meeting held on 91h January, 2019, a 

presentation was made on this _Agenda item (attached as Annexure 3 to the Minutes) 
informing about the Notification~; Circulars and Orders issued under the GST Laws by the 

Central Government after 22nd December, 2018 (date of the 3 P1 GST Council Meeting) and 
till 2nd January, 2019, which were required to be ratified by the Council. He informed that the 

officers did not raise any issues and proposed that the Council may ratify the Notifications, 

Circulars and Orders. The Council agreed to the same. 

7. For Agenda item 2, the Council approved the deemed ratification of the following 

Notifications, Circulars and Orders issued by the Central Government after 22nd December, 
2018 (date of the 31'1 GST Council Meeting), till 2nd January, 2019, which are available on the 

website: www.cbic.gov.in : 

Act/Rules Type Notification/Circular/Order Nos. 

CGST Act/CGST Central Tax 67 to 78 of2018 

Rules Central Tax (Rate) 24 to 30 of2018 

IGST Act 
Integrated Tax 4 of2018 

Integrated Tax (Rate) 25 to 31 of2018 

UTGST Act Union Territory tax (Rate) 24 to 30 of2018 

Circulars Under the CGST Act 
76 to 81 of2018 and 

82 to 86 of2019 

ROD Orders Under the CGST Act 2 to 4 of20 18 

7 .1. The Notifications, Circulars and Orders issued by the States, which are pari materia 

with the above Notifications, Circulars and Orders, were also deemed to have been ratified. 

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

of the Council 

8. Introducing this Agenda item, the Secretary stated that the GST hnplementation 
Committee (GIC) took one decjsion between 22nd December, 2018 (when the 3 p t GST 

Council Meeting was held), and 2nd January, 2019 (before the 32nd Council Meeting). The ~"~MAN'S 
decision related to a provisional settlement on ad hoc basis of IGST amount to the tune of /'iNiTIALS 
Rs.l8,000 crore between the Centre and the States. The GIC had agreed to the proposal to/~-----
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settle this additional IGST amount, 50% to the Centre and 50% to the States, on ad hoc basis. 
He stated that this Agenda item was discussed during the Officers meeting held on 9th January, 
2019 (presentation on the issue attached as Annexure 3 to the Minutes) and there were no 
comments from the Officers. He stated that this Agenda item wp.s placed before the Council 
for information. 

9. For Agenda item 3, the Council took note of the decision taken by the GIC between 
22nd December, 2018 (when the 31"t GST Council Meeting was held), and 2nd January, 2019. 

Agenda Item 4: Interim Report of GoM (Group of Ministers) on MSMEs 

10. Introducing this Agenda item, the Secretary stated that during the last meeting of the 
Council, certain issues relating to MSME sector were referred to the Group of Minister (GoM) 
on MSME. He informed that a meeting of the GoM on MSME was held on 6th January, 2019. 
The GoM made certain recommendations, which were placed before the Council for 
consideration. He invited Shri Manish Kumar Sinha, Joint Secretary, TRU-ll to make a 
presentation on the recommendations. The Joint Secretary, TRU-ll made a presentation on the 
five recommendations made by the GoM on MSME (attached as Annexure 4 to the Minutes). 
A record of discussion with respect to each of the recommendations of the GoM is as below: 

(I) Increase of limit of annual turnover for Composition scheme to Rs .1.5 crore with 
effect from 1st April. 2019 

10.1. The Joint Secretary, TRU-ll stated that during the 23rct Meeting of the Council held on 
1Oth November, 2017, it was decided to raise the annual turnover threshold for eligibility of 
taxpayers under the Composition scheme to Rs.l.5 crore from the existing Rs.l.O crore. In the 
last meeting of the Council, it was decided that all amendments to the CGST Act, 2017 and 
the SGST Acts, 2017 (which also includes this amendment) shall come into effect from 1st 
February, 2019. The GoM proposed that the increase in annual turnover threshold from 
Composition could be implemented with effect from 1st April, 2019 since the Composition 
taxpayers were filing quarterly return and the new threshold could be applied from the 
beginning of the quarter after coming into force of the new law from pt February, 2019 i.e. 
with effect from pt April, 2019. He added that this decision would give relief to 
manufacturers who were exempt from payment of Central Excise duty up to an annual 
turnover ofRs.l.5 crore during the pre-GST era. He stated that the annual revenue implication 
of this decision for all taxes put together was likely to be around Rs.742 crore . 

10.2. On an inquiry from the Hon'ble Chairperson regarding the number of persons who 
would avail the benefit of this scheme, the Joint Secretary, TRU-ll stated that about one lakh 
new taxpayers were likely to take benefit of the increase in annual turnover threshold under 
the Composition scheme from Rs. l.O crore to Rs.1.5 crore. 

10.3. Shri Krishna Byre Gowda, Hon'ble Minister from Kamataka, stated that from the 
figures indicated in the presentation, it appeared that when the annual turnover threshold for 
availing the Composition scheme was Rs.l.O crore, only 22% of the eligible taxpayers had 
availed the Composition scheme. He further stated that the proposed increase in the annual 
turnover threshold for Composition taxpayers now being made was meant to address the 
grievance of the MSME sector. However, as only 22% of the eligible taxpayers had availed 
this Scheme, it was clear that this facility was not relieving the sufferings of the bulk of the 
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MSME units. He added that their suffering was more due to compliance burden and not 
composition or regular rate of tax. He added that the proposed increase in the annual turnover 
threshold might not solve the problem of the small taxpayers. He stated that while he was not 
opposed to this proposal, he wanted to put this perspective before the Council. 

1 0.4. The Hon'ble Chairperson stated that the compliance issues were also being simplified. 
He observed that even where taxpayers were exempted from GST because their annual 
turnover was less than Rs.20 lakh, many were still taking registration for reasons like 
remaining within i_nput tax credit chain and to make inter-State supplies. He stated that the 
proposed increase of Composition threshold would provide a window to those taxpayers who 
wanted to make supplies within the State and did not want to face too much of compliance 
burden. The Hon'ble Minister from Karnataka stated that business people wanted to continue 
in the supply chain but they also wanted easing of compliance requirements. He observed that 
the new return system had been deferred to P1 July, 2019 and the present measures might not 
cater to their needs. Shri Sushi! Kumar Modi, Hon'ble Deputy Chief Minister of Bihar, stated 
that to ease the compliance requirements, the return filing by Composition taxpayers would 
become annual with quarterly payment of tax. The Hon'ble Chairperson suggested that the 
Council may agree to notify to increase the limit of annual turnover for Composition 
taxpayers from Rs. 1.0 crore to Rs.1.5 crore for goods from P1 April, 2019. The Council 
agreed to this proposal. 

(II) Simplification under Composition scheme by way of quarterly payment with annual 
return 

10.5. Introducing this proposal, the Joint Secretary, TRU-ll stated that it was proposed to 
make compliance burden for Composition taxpayers simpler as they only needed to pay 1% 
tax on their turnover and hence the only relevant information required was their turnover 
declaration. It was proposed to continue with the system of collecting minimal details from 
Composition taxpayers while making quarterly payment of tax and they could file their return 
annually. He stated that the Law Committee and the Fitment Committee had agreed to this 
proposal in their joint meeting held on 41

h January, 2019. He stated that a tax payment 
declaration would be designed by the Law Committee with details necessary for compliance 
verification and the FORM GSTR-4 would be suitably amended. 

10.6. The Hon'ble Chairperson stated that it was a positive step forward and additional steps 
for simplification could be worked out in due course. The Hon'ble Minister from Karnataka 
reiterated that businesses wanted to stay in the tax chain as there were benefits for the same 
and as such there was a need to simplify compliance requirements. The Hon'ble Chairperson 
stated that the organised sector of business was, by and large, at ease with the GST system, 
but the small businessmen were finding it burdensome. Therefore, the smaller businesses may 
require to be offered multiple avenues of simplified system to reduce the compliance burden 
on them. He suggested that the Council could agree to this recommendation of GoM. The 
Council agreed to the same. ! 

10.7. The Council agreed to the proposal to simplify the Composition scheme by providing 
for quarterly payment of tax and filing of only one return in a year with effect from 1st April/ 
2019. The Law Committee to design a tax payment declaration with details necessary fof 
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compliance verification and also to suitably amend the FORM GSTR-4 and to place it before 
the Council. 

(TIT) Increasing threshold exemption for suppliers of goods 

1 0.8. The Joint Secretary, TRU-ll introduced the third recommendation of GaM regarding 
increasing exemption threshold for supplier of goods for registration up to Rs .75 lakh. He 
informed that during the joint meeting of the Law Committee and the Fitment Committee held 
on 4111 January, 2019, the following two alternatives were suggested: (i) to raise the annual 
threshold exemption uniformly for goods_ and services to Rs.40 lakh; or (ii) to raise the annual 
threshold exemption for goods to Rs.40 lakh and a special composition scheme be provided 
for services between Rs. 20 lakh and Rs 40 lakh at the rate of 8% of GST. He added that for 
Special Category States, the preliminary view was to raise the limit uniformly to Rs.20 lakh. 
However, a separate decision was needed to be taken for the Special Category States after 
discussing the issue with them. He stated that the joint meeting of the Law Committee and the 
Fitment Committee held on 4th January, 2019 had also discussed the merits and demerits of 
the proposal for increasing the annual turnover threshold limit for registration. 

10.9. The merits of the proposal were: (i) it would reduce the economic cost to the small 
traders and the money so saved could be invested in the economy leading to multiplier effect; 
(ii) there would be buoyancy of reporting in the economy as presently, it was observed that 
there was crowding of reporting around the existing threshold of Rs.20 lakh; (iii) the revenue 

implication would also be minimal as the exemption for higher threshold would largely be 
availed by those making Business to Consumer (B2C) transactions within the State; and (iv) 
this would help in better administration as a higher threshold would ensure that Tax 
Administration would not waste energy on non-productive taxpayers, etc. Cet1ain demerits 
were also outlined, such as: (i) loss of revenue; (ii) higher opportunity for splitting of units 
and suppressing the turnover threshold and under-reporting of B2C supplies as considerable 
economic activity may take place below the threshold. 

10.10. The Joint Secretary, TRU-ll further stated that the GoM went through the various 
options and also looked at the data. It took note of the fact that even with the existing annual 
turnover threshold of Rs.20 lakh, several taxpayers whose turnover was below this limit, had 
taken registration and the same trend was expected when the annual turnover threshold for 
registration was further increased. He stated that going by the past experience, it was 
estimated that revenue foregone from regular taxpayers would be theoretically about 50% of 
the total revenue and similarly, the number of taxpayers who would go out of the GST net 
would be theoretically about 50% of the total number of taxpayers. Taking these presumptions 
into consideration in favor of the revenue, he stated that in the worst-case scenario, the total 
annual revenue that could be impacted would be about Rs.5 ,225 crore if the annual turnover 
threshold for registration for supplier of goods was increased to Rs. 40 lakh; it would be 
Rs.6,450 crore and 9,200 crore respectively if the annual turnover threshold for registration 
for supplier of goods was raised to Rs.50 lakh and Rs.75 lakh respectively. The total number 
of taxpayers expected to go out of the GST net would be about 20,64,000 if the annual 
turnover threshold was increased to Rs.40 lakh; the number would be about 21 ,9 1,000 and 
23,81,000 if the threshold was increased to Rs.50 lakh and Rs.75 lakh respectively. 
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10.11 . The Joint Secretal)', TRU-ll further stated that the fundamental argument for raising 

the threshold was that it would free the business of its expenditure which went into 

compliance. He informed that the taxpayers with turnover up to Rs. 60 lakh were usually 

paying only around Rs. 5000 annually as tax but their compliance cost was Rs. 15,000 toRs . 

......--.,_ 20,000 per annum. He added that if the threshold was raised, more than the revenue, the 

money saved by the taxpayer on compliance would rotate in the economy and give a fillip to 
the smaller businesses. He stated that there was a tendency of crowding of reporting of 

turnover around the threshold. Therefore, it was likely to see betterment in reporting of 

turnover if the threshold was increased. He stated that this was likely to be availed only by 

B2C taxpayers and not by anyone who wished to be a part of input tax credit chain. He stated 

that there were demerits of increasing the threshold as well. The first being loss of revenue. 

The second could be an increase'd opportunity of splitting of the units and B2C declaration 

would be an issue as well but overall the economy would be benefitted in terms of better 

administration etc., if the turnover threshold was increased. 

10.12. Joint Secretal)', TRU-ll informed that during the GaM deliberations, the general 

consensus was in favor of raising the threshold but while discussing the issue, three different 

sets of views were expressed. The first view was that increasing the exemption lin1it for GST 

was against the principle of widening the tax base and it was observed that reducing the rates 

of tax and the tax base simultaneously was not desirable. The second view point was that 

although the proposal would be highly beneficial to economically developed centres of the 

countl)' (like Delhi), it would be rather skewed for those States where the majority of 

taxpayers were below the proposed threshold and, in this context, it was suggested that State
wise data of munber of taxpayers becoming eligible for exemption should be made available. 

He added that they had compiled ' the data and any State desirous of looking at the data could 

request for it separately. He stated that a third view was that under the Central Excise regime, 

most of the MSMEs below the annual turnover of Rs .l.5 crore were exempt from taking 

registration and they needed to be facilitated . He stated that in view of the differing opinion, 

the GoM had taken a view that the annual turnover threshold for payment of tax by suppliers 

of goods needed to be raised but a final decision could be taken by the Council. He added that 

the threshold limit of services should not be raised because in services, there was considerable 

revenue involvement even at the lower threshold base. He further stated that the operational 

details for differential thresholds for goods and services could be worked out by the Law 
Committee. He stated that the implementation of the proposal might require amendment in the 

GST Law but alternatively, it could be done by the exemption notification as well. 

10.13 . Starting the discussion on this issue, the Hon'ble Minister from Kerala observed that 

the Council had already agreed to raise the annual turnover threshold for Composition 

taxpayers to Rs.l.5 crore, charge Ia reduced tax and had simplified the compliance burden by 
deciding to take only one return in a year from them. As the compliance cost for MSMEs had 

been taken care of fully, there was no need to increase the annual turnover threshold for 

registration as this would undern1ine the architecture of GST. He observed that the broad 

philosophy of GST is to keep the ta.,'( rate low and to widen the tax base. In order to maintain 

self-policing nature of GST, inpu~ tax credit should be available at each stage of transaction. If 

about 20-23 lakh taxpayers went out of the GST net due to increase in the annual turnover 

threshold for registration, this would compromise the efficiency of GST. He further stated 

that in addition to direct loss of revenue, there would be indirect loss of revenue as increased 
6 turnover threshold for registration would give incentive to the suppliers to suppress their 
CL 
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turnover. He added that the GoM did not consider to raise the registration threshold to an 
annual turnover of Rs.75 lakh. There was a suggestion to raise the annual turnover threshold 
to Rs.40 lakh and the Hon'ble Deputy Chief Minister of Bihar suggested to raise the annual 
turnover threshold to Rs.50 lakh. He stated that in the presentation, it was proposed to 
increase the threshold to Rs.75 lakh, which was not acceptable. 

10.14. The Hon'ble Deputy Chief Minister of Delhi recalled that when the issue of annual 
turnover threshold for registration was first discussed in the Empowered Committee, in many 
States, the annual turnover threshold for registration was Rs. 5 lakh during the VAT regime. 
He stated that Delhi could agree to increase the annual turnover threshold to Rs.40 lakh but 
those States which earlier had an annual turnover threshold of Rs.5 lakh also needed to 
express their views. The Hon'ble Chairperson enquired whether the suggestion was to have 
differential criteria for different States. The Hon'ble Deputy Chief Minister of Delhi 
responded that it was important to listen to the views of other States. 

10.15. The Hon'ble Chief Minister of Puducherry stated that one was slowly going against 
the principles of GST. He stated that GST was meant to make the tax base broader. In VAT 
regime, there was a certain turnover threshold and in GST, the annual turnover threshold was 
fixed higher at Rs.20 lakh and now the proposal was to increase it to Rs.75 lakh. He expressed 
apprehension against this proposal and stated that GST was in its initial stages. One should 
not attempt to wriggle out of the situation of a complicated procedure for return filing through 
other methods, like increasing the annual turnover threshold. for registration. The solution for 
the people facing complication in return filing was to simplify the return filing system and not 
to increase the annual turnover threshold for registration. He stated that while Delhi might not 
face a problem in increasing the threshold, there would be problem for smaller States like 
theirs . He added that his State was already suffering a severe revenue shortfall because the 
revenue coming from the consumers of the adjoining States had gone due to equalization of 

rates of tax across the States under GST. He suggested that the Council should wait for some 
time before thinking of increasing the annual turnover threshold for registration and take a call 
once the revenue position had stabilized. He stated that increasing the annual turnover 
threshold for registration would lead to splitting of units and ,large-scale tax evasion. 

10.16. Shri Mauvin Godinho, Hon'ble Minister from Goa, stated that while he would have 
normally welcomed the decision of raising the turnover threshold for registration, but the 
State of Goa would serve as a classic example for deciding on the particular agenda. He stated 
that if the annual turnover threshold for registration was increased from Rs.20 Iakh to Rs.50 
lakh, his State would suffer a revenue loss to the extent of 30% and if the registration 
threshold was increased to Rs.75 lakh, his State would suffer a revenue loss of 40%. He stated 
that while discussing this issue, needs of smaller States should also be kept in mind, 
particularly those like Goa, which was not a Special Category State. He observed that after 
five years, there would be no compensation. He added that time was not ripe to increase the 
annual turnover threshold for registration and suggested that the system should be allowed to 
stabilize before any changes were made . 

10.17. Shri T.S. Singh Deo, Hon'ble Minister from Chhattisgarh, stated that the revenue loss 
projection for his State in 2022 was to the tune ofRs.3,628 crore and this loss would climb up 
to Rs.5,225 crore if the annual t\.~mover threshold for registration was increased to Rs.40 lakh 
and to Rs .9,200 crore if the annual turnover threshold for registration was increased to Rs .75 
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lakh. He observed that his State could not bear any further loss in revenue. He added that if 
relaxations in compliance requirement worked out, then there was no need to take a hurried 
decision on increasing the annual turnover threshold for registration. The Hon'ble Minister 

from Andhra Pradesh supported the concerns expressed by other States. He stated that his 
State would suffer a loss of Rs.500 crore if the annual turnover threshold for registration was 
increased to Rs.75 lakh. He stated that such loss could only be met by imposing Cess on a few 
additional commodities and then distribute it amongst the States. He suggested that decision 

on this issue should be deferred. 

10.18. Shri Priyavrat Singh, Hon'ble Minister from Madhya Pradesh, stated that increasing 
the annual turnover threshold for .registration to Rs.75 lakh would lead to a big revenue loss. 
He suggested to settle for an annual turnover threshold of Rs.40 lakh. Shri Manoj Rai, 
Additional Commissioner (State Tax), Sikkim, stated that his State had recently passed the 
SGST (Amendment) Act, 2018 to raise the annual turnover threshold for registration to Rs.20 
lakh which was yet to be implemented and he requested the Council to allow the Special 

Category States to stay at the threshold limit ofRs 20 lakh. 

10.19. The Hon'ble Deputy Chief Minister of Bihar stated that his State was of the opinion 
that the threshold limit could be raised to Rs 40 lakh but he suggested that the annual turnover 
threshold for registration could be raised to Rs.50 lakh as the difference in revenue and the 
number of taxpayers as a result of raising the threshold from Rs.40 lakh to Rs.50 lakh was not 
very high. He observed that the background for the suggestion to increase the annual turnover 
threshold for registration was based on the erstwhile Excise Duty structure under which 
manufacturers up to an annual turnover of Rs.1.5 crore were exempted from Central Excise 
Duty. He added that the small manufacturers were most affected, and therefore, increasing the 
annual turnover threshold for registration to Rs.40 lakh or Rs.50 lakh would not result in 
significant revenue loss but would take out a large number of taxpayers from the GST net. He 
added that for Goa and other smaller States, one could think of a separate scheme. He further 
stated that even if the annual turnover threshold was increased, aU the taxpayers covered 
within the new threshold might not go out of the tax net as many would like to continue with 
their registration for availing input tax credit, etc. and only 50% of the taxpayers were likely 
to go out of the tax net. He, therefore, suggested to raise the annual turnover threshold for 

registration to either Rs.40 lakh or Rs.50 lakh. 

1 0.20. The Hon'ble Minister from Kerala stated that even in GoM, the proposal was to raise 
the threshold limit toRs 40 lakh. The Hon 'ble Deputy Chief Minister of Bihar suggested to 
increase the annual turnover threshold to Rs.50 lakh but the proposal placed before the 
Council was for Rs.75 lakh. He strongly objected to such a tweaking in the agenda notes for 
optics vis-a-vis the discussion that' took place in the GoM. 

I 0.21. Shri S.P. Shukla, Hon' ble Union Minister of State (Finance) and the Chairman of the 
GoM on MSMEs stated that the Fitment Committee had recommended an annual turnover 
threshold of Rs.40 lakh for registration. GoM on MSME had recommended the threshold to 
be between Rs. 40 to Rs.50 lakh. The Hon'ble Deputy Chief Minister of Bihar added that the ~ 
turnover threshold ofRs.75 lakh was also discussed in the GoM, but it was felt that this was ____J 
very high. He further stated that the Hon'ble Deputy Chief Minister of Delhi had suggested the ~ 
annual turnover threshold figure ofRs.40 lakh and finally the GoM agreed to a figure ofRs.50.- C~~:~~~~·s 
lakh. 
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l 0.22. Shri Nitinbhai Patel, Hon'ble Deputy Chief Minister of Gujarat stated that the States 

were assured of compensation for revenue loss for five years . The States could look at the 
revenue loss after 2022 as till then, 14% growth in revenue was assured to the States. He, 
therefore, suggested that the annual turnover threshold for registration could be increased to 
Rs.40 lakh or Rs.50 lakh. 

10.23. Shri Manpreet Singh Badal, Hon'ble Minister from Punjab, stated that he seconded 
the observations of the Hon'ble Minister from Kerala and stated that the Council must 
maintain a gold standard of procedure, which should always be above board. He stated that his V 
State had a large number of MSMEs and it was likely to lose 60% of revenue if the annual 
turnover threshold for registration was raised to Rs.75 lakh. He observed that most of the 
taxpayers would obtain two registrations - one for intra-State supply and the other for inter-
State supply. He added that tax evasion through bill-to-ship-to mechanism would increase and 

only large taxpayers would be left in the tax net. He added that the world over, distinction 
between goods and services was blurring. For example, in Europe, tyres were also sold as a 
service in terms of the number of kilometers of travel. He stated that if the annual turnover 
threshold for registration for goods was to be raised to Rs.40 lakh, there should also be a 
provision in law to allow supply of services by such units up to 10% of the value of turnover 
of goods. He also suggested to create certain safeguards, like there should be only one PAN 
card for every registered taxpayer. He also suggested that there should be a negative list of 
goods, like pan masala, tobacco, ice cream, etc., which need not be given the benefit of 
increased turnover threshold for registration. He further cautioned that any increase in the 
turnover threshold for GST registration could also affect income tax collection. He added that 
if the annual turnover threshold had to be increased, then the Council should also have a re-
took at the distribution of taxpayers between the Centre and the States, as a large number of 
small taxpayers would go out of the tax net. 

1 0.24. Capt. Abhimanyu, Hon'ble Minister from Haryana appreciated the work done by the 
GoM on MSMEs and lauded its recommendations. He suggested that the annual turnover 
threshold for registration could be increased to Rs.50 lakh, though his State was ready to 
adopt even a higher threshold. The Hon'ble Chief Minister ofPuducheny stated that as several 
States had expressed differing views on the issue and no consensus was emerging, the States 
should be given an option to choose the threshold. He· added that the fundamental principle of 
GST relating to registration should not be diluted. The Hon'ble Minister from Goa suggested 
that the annual turnover threshold for registration for bigger States could be Rs.40 lakh and 

for smaller States, it could be Rs.20 lakh. Shri Shanti Kumar Dhariwal, Hon'ble Minister from 
Rajasthan, supported the statement of the Hon'ble Minister from Punjab regarding loss of 
revenue and stated that they also stood to Jose about Rs.450 crore if the annual turnover 
threshold for registration was increased to Rs. 75 lakh. He also expressed the fear that there 
would be revenue Joss because of splitting of businesses. 

10.25. The Hon'ble Minister from Karnataka stated that every decision should not be looked 
at in isolation. Every individual decision of the Council involved loss of revenue of a few 
hundred crore rupees and in his estimation, if revenue loss due to the decisions of only last 
three to four meetings were added together, the total loss of revenue could go up to about 
Rs.20,000 crore annually. He suggested that the cumulative figure of loss of revenue due to 
decisions of the Council from November, 2018 onwards :should be placed before the Council. 
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The Hon'ble Chairperson observed that this was a good proposal and the Council could agree 
to this. The Council agreed to the same. 

I 0.26. The Hon'ble Minister from Karnataka stated that during the last meeting of the 
..-..,. Council, he had expressed serious concern about revenue shortfall. He also reminded that it 

was not the Central Government that was giving compensation but it was coming from Cess, 
which was contributed by every State and the Council was the owner of the revenue collected 
from Cess. Hence, compensation was not coming from the Centre but from the mechanism 
devised by the Council and was being redistributed among the States. He was very concerned 
about revenue situation after 2022. He added that while his State could agree to the proposal 
to increase the annual turnover threshold for registration to Rs.40 lakh, the views of the 
Hon'ble Members from Kerala, Puducherry, Goa, Chhattisgarh, Madhya Pradesh and Andhra 
Pradesh who had expressed their concern on this issue, should be respected. He added that one 
needed to remind oneself that the idea behind GST was to broaden the tax base, but the 
Central Government seemed to be now going away from this position. 
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10.27. Dr. Himanta Biswa Sanna, Hon'ble Minister from Assam, stated that though his State 
was a Special Category State, he was mindful that during the Central Excise regime, the 
annual turnover threshold for registration was Rs. 1.5 crore and smaJI units were suffering 
under GST regime. He observed that employment was key to everything. He added that 
initially the bigger States wanted registration threshold to be Rs.40 lakh so that MSMEs did 
not suffer adversely but the decision was to keep it at Rs. I 0 lakh and Rs. 20 lakh and in the 
process, the MSME had suffered losses because in the Central Excise regime, their exemption 
threshold was Rs. 1.5 crore. He added that this aspect should be considered with a view to 
ameliorate the adverse impact of GST on MSME Sector to boost the employment 
opportunities. In view of this, he! suggested that the annual turnover limit for registration of 
MSMEs in GST could be kept at least half of the original limit under Central Excise. He 
stated that although his State was a Special Category State, in order to support the MSMEs, he 
would go by the view of the Council. He further stated that in 2022, the Council would have 
the power to relook at the registration threshold and the rate structure. Presently, the States 
were getting compensation with an annual growth. rate of 14%, and therefore, this was the 
time to support the traders and the MSMEs. He added that Assam could go with the Council's 
decision of an annual turnover threshold for registration up to Rs.50 lakh, even though it was 
a Special Category State. 

10.28. Shri Somesh Kumar, Principal Secretary (Finance), Telangana stated that earlier, the 
annual turnover threshold for registration in his State was Rs. 7.5 lakh. He stated that in his 
State, about 50,000 taxpayers were below annual turnover of Rs. 75 lakh and contributed 
about Rs.l300 crore of tax every year. He stated that apart from the direct loss of tax on 
account of this decision, there was also the issue of indirect loss of tax because of splitting of 
turnover etc. and the decision to increase the threshold upto Rs. 75 Iakh would give impetus to 
such evasion and losses. He added that it was premature to increase the annual turnover 
threshold for registration. He suggested that an option could be given to the States to choose 
their annual turnover threshold limit for registration. He also suggested to have some 

stated that there should be a system so that persons in the tax net should not be able to jump v 
. . '_:--'"?' ./ CHAIRMAN'S 

out of the net. He suggested that etther the proposal to mcrease the annual turnover threshetcr INITIALS 

for registration could be deferred or the choice could be left to the discretion of the State 
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concerned. The Hon'ble Chairperson invited other States to state their preference regarding the 
annual turnover threshold for registration. 

10.29. Shri Sudhir Mungantiwar, Hon'ble Minister from Maharashtra, stated that he could 
agree to increase the annual turnover threshold for registration to Rs.40 lakb or Rs.50 lakh. I 

Ms. Smaraki Mahapatra, CCT, West Bengal stated that the Hon'ble Minister from West 
Bengal had asked to convey that their State was in favor of rais ing the annual turnover 
threshold to Rs. 50 lakh. Shri Anirudh S. Singh, Commissioner (Tax & Excise), Arunachal 
Pradesh, stated that the annual turnover threshold for registration for Special Category States 
should be kept at Rs.20 lakh whereas for other States, it could be Rs.40 lakb. Shri Jagdish 
Chander Sharma, Principal Secretary (E&T), Himachal Pradesh, stated that his State wou ld 
prefer to retain the threshold limit of Rs.20 lakb. He added that the procedure to asce1tain the 
annual turnover of the taxpayer should be well thought of and should be part of an in-built 
system. He suggested to take up the exercise of determining the annual tumover threshold for 
registration at the beginning of every financial year i.e. in April and this could be made a part 
of law. ........... 

1 0.30. Shri Vanlal Chhuanga, Commissioner & Secretary (Taxation), Mizoram, stated that 

presently the States of Mizoram, Manipur, Nagaland and Meghalaya had an annual turnover 
threshold of Rs.l 0 lakh for registration and they would find it difficult to move to the 
threshold of Rs.20 lakh. He added that there were aspects other than revenue involved in "'-' 
taking a decision for increasing the threshold. He explained that there were great disparities 
amongst the districts in his State and while for a few districts, they could go for increasing the 
annual turnover threshold for registration to Rs.20 lakh, in many far-flung districts, this would 
lead to closing down the offices of the Tax Department. He stated that the earlier Government 
had taken a view of keeping the annual turnover threshold for registration at Rs.l 0 lakh and 
the new Government was yet to take a view on this issue. Shri Leonard Khongsit, Joint 
Commissioner (State Tax), Meghalaya, stated that recently, they had taken a decision to 
increase the annual turnover threshold for registration to Rs.20 lakh and that they would like 
to continue with this limit. 

10.31. Shri Prakash Pant, Hon'ble Minister from Uttarakhand, stated that the Council had 
earlier decided to raise the threshold limit for registration from Rs. 10 lakh to Rs. 20 lakh for '-"" 
some Special Category States. He added that rais ing the registration threshold further toRs. 
40 lakh or Rs. 50 lakh would benefit the small taxpayers and this should also be co-related 
with the proposed increase in threshold for Composition scheme to an annual turnover of 
Rs.l.S crore. Shri Rajesh Agarwal, the Hon 'ble Minister from Uttar Pradesh stated that if the 
annual turnover threshold for registration was increased to Rs.75 lakh, then a large number of 

taxpayers in his State wou_ld go out of the tax net. However, he supported the proposal to 
increase the turnover threshold to Rs.40 lakh or Rs.SO lakh. 

~ 
10.32. The Hon'ble Chairperson stated that the general consensus seemed to be to increase 
the annual turnover threshold for registration to around Rs.40 lakh or Rs.SO lakh. One also 
needed to take into account the suggestion of the Hon'ble Minister from Punjab that the 
proposed threshold for registration should be accompanied with a negative list of goods. He \,...r' 

CHAIRN AN'S 
enquired whether this aspect had been examined. The Joint Secretary, TRU-11 stated that such 

INITI.t LS 
a scheme would be difficult to implement because a shopkeeper woul d be selling s in items as 

well as other items. Shri V.K. Garg, Advisor (Financial Resources) to Hon' ble Chief Minister 
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of Punjab, stated that in Europe, certain safeguards had been built-in. For instance, the benefit 

of a flat rate of tax was extended only to individuals and not to a Company Act registered 

entity such as partnership firms, LLPs, private limited companies, etc. as otherwise, one 
person could take benefit through multiple companies. Secondly, certain evasion-prone 
commodities and commodities that did not have much input tax credit, like agro based goods, 
or goods on which no input tax credit had been allowed for some reason were kept out of 
exemption threshold. He added that the global model was to have higher threshold for 
registration but very few exemptions. He stated that cun·ently there was a long list of 

exemptions and if the annual turnover threshold for registration was to be increased, then the 

list of exemptions would also need to be reviewed. For example, exemption to prasad may 
need to be reviewed because most halwais would be below this annual turnover threshold 
limit ofRs.SO lakh. He added that certain items, where the rate of tax was high and which had 

a very high value addition, such ·as pan masala, gutka, aerated beverages, air conditioners, 
etc., should not be given the benefit of higher threshold at the manufacturers' level as 
otherwise a very huge amount of value addition would go out of the tax chain. 

10.33. The Hon'ble Chairperson enquired whether, as a general proposition, could all items 
on which cess was levied, be kept out of the proposed increase in the annual turnover 

threshold for registration. The Joint Secretary, TRU-ll responded that this would be very 

difficult to implement because a shopkeeper sold cold drinks along with other items and it 

would be administratively difficult to monitor their turnover on individual items and would 

also be discretionary. He added that 90% of the registrants belonged to the category of sole 
proprietorship or partnership fums and in most cases, the annual turnover was above Rs.50 
lakh. The Hon'ble Chairperson observed that the benefit of higher annual turnover threshold 
for registration could be given to individual or partnership firms but it need not be given to 
multiple entities on the same PAN. Manufacturers of some sensitive items like pan masala, 
etc. could be kept out of such a scheme. He suggested that the Law Committee could work out 
a formulation on these issues. The Council agreed to these suggestions. 
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crore. If the annual turnover threshold for registration was raised to Rs.50 lakh, then the 
maximum total number oftaxpayers likely to go out of the tax net would be 21,91,000 and the 

maximum revenue loss would be Rs.6,450 crore and if the annual turnover threshold was 
increased to Rs.75 lakh, the total number of taxpayers going out of the tax net would be 
23 ,81 ,000 and the revenue loss would be about Rs.9,200 crore. He explained that these were 
conservative estimates where the revenue foregone and the taxpayers getting relief had been 

taken as 50% of the total numbers likely to be affected by the proposed increase in annual 
tumover threshold for registration. This was based as per the previous experience and also 

going by the fact that many businesses would be doing inter-State trade. He added that the 
revenue loss was not likely to be more than Rs.5,000 toRs. 6,000 crore if the annual turnover 

threshold for registration was up to Rs.40 lakh or Rs.50 lakh. The Hon'ble Minister from 

Kerala stated that discussion on revenue loss should also take into account other causes of 

revenue loss such as splitting the businesses by suppressing the value of turnover of the unit. 

I 0.36. The Hon'ble Chairperson stated that the discussion had broadly brought to light the 
various shades of opinion in the Council. The smaller States expressed that for registration 
under GST, they had recently moved from the annual turnover threshold of Rs. 10 lakh to 

Rs.20 lakh and they were reluctant to move any further. The other Members, in general, had 

expressed an opinion not to consider increasing the annual turnover threshold for registration u 
to Rs.75 lakh. He added that the general opinion was to consider increasing the annual 

turnover threshold for registration in the range of Rs.40 lakh to Rs.50 lakh. He observed that 
the suggestion of the Hon'ble Minister from Punjab regarding exclusion of some commodities 

from the benefit of higher threshold needed deeper consideration. He added that the Hon'ble 
Minister from Kerala had raised the issue regarding the risk of splitting of units and the need 
for working on some guidelines to avoid splitting. The Hon'ble Chief Minister of Puducherry 

suggested to give an option to the States regarding the annual turnover threshold for 
registration that they may like to maintain. The Hon'ble Minister from Kerala also observed 

that consensus could be arrived at Rs.40 lakh. North-Eastern States largely preferred a choice 
to be given to them regarding the threshold for registration. Assam and Jammu & Kashmir, 
which are Special Category States, expressed to go along with the threshold fixed at the 
national level. 

10.3 7. The Hon'ble Chairperson further stated that three broad points emerged - one was an 

agreement to double the annual turnover threshold for registration to Rs.40 lakh; second was 
to give an option to the Special Category States, Goa and Puducherry to remain at Rs.20 lakh 

threshold; and third was that the date of implementation for the new threshold for registration 
could be P1 April, 2019. He further suggested that the Law Committee could work out the 

guidelines as to how to avoid splitting of businesses and also the category of goods to be 
excluded from availing the benefit of the enhanced turnover for registration for goods. He 
fu1ther stated that the representatives from Kerala and Punjab should attend the Law 

Committee meeting during discussion on these issues. 

1 0.38. The Hon'ble Minister from Chhattisgarh stated that he did not agree with the proposal 

as there was no consensus in the House. He stated that the decision was being taken in a hurry 

whereas more thinking was needed on the subject. The Hon'ble Minister from Kerala stated 
that the States should be given an option to opt out of the proposed increase in annual turnover 
threshold for registration as the compliance burden on small taxpayers would go down 

substantially with the decision of the Council to increase the annual turnover threshold for 
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Composition to Rs.l.S crore along with a facility for Composition taxpayers to file only an 
annual return. 

1 0.39. The Hon'ble Chairperson observed that the whole concept of GST would suffer if an 
option was given to States to choose their annual turnover threshold for registration . He stated 
that perhaps an exception could be made for smaller States. The Joint Secretary, TRU-IT stated 
that if there were too many exceptions, it would make it very complex to calculate the annual 
turnover threshold at all-India level. Shri Ritvik Pandey, Joint Secretary, DoR, stated that the 
Constitution had made a special provision for Special Category States in Article 279A(4)(g) 
but it was a moot question whether any differentiation could be made for other States and this 
would need to be examined legally. The Hon'ble ChiefMinister ofPuducherry stated that this 
was not a Special Category State issue. The Hon'ble Minister from Chhattisgarh stated that no 
taxpayers had asked for increase in annual turnover threshold for registration in his State. 

10.40. The Hon'ble Deputy Chief Minister of Bihar suggested that two options could be 
given to the States, namely, to either remain at the annual turnover threshold for registration at 
Rs.20 lakh or to go up to Rs.40 lakh. The Hon'ble Chairperson observed that the 
Constitutional provision permitted fixation of thresholds under Article 279A(4)(d) and the 
annual turnover threshold for registration could be kept at Rs.20 lakh and Rs.40 lakh with the 
States having an option to opt for either one of the two. The Hon'ble Deputy Chief Minister of 
Gujarat stated that if an option was proposed to be given, then the annual turnover threshold 
for registration could be fixed at Rs.50 lakh. The Hon'ble Minister from Chhattisgarh stated 
that States could be given an option to keep their annual turnover threshold for registration at 
any level, namely, Rs.20 lakh, Rs.40 lakh or Rs.SO lakh. The Hon'ble Chairperson stated that 
the threshold could not be kept so variable. The Hon'ble Minister from Goa stated that the 
States could be allowed two annual turnover thresholds for registration, namely Rs.20 lakh or 
Rs.40 lakh. The Hon'ble Minister from Assam suggested to make the second turnover 
threshold as Rs.50 lakh. 

10.41. Shri Upender Gupta, Principal Commissioner (GST Policy Wing), CBIC, stated that 
if a taxpayer had businesses in more than one State, it would become difficult to calculate the 
threshold. The Secretary stated that if there were differential thresholds, then it could lead to 
other complications and, in future, demand could also crop up to allow different rates of tax 
for different States. 

10.42. The Hon'ble Minister from Goa reiterated that two annual turnover thresholds could 
be provided, namely, Rs.20 lakh and Rs.40 lakh so as to ensure that the GST architecture of 
the States was not disturbed. The Hon'ble Deputy Chief Minister of Delhi stated that a choice 
could be given to the States as to ,which threshold to adopt. The Hon'ble Chairperson enquired 
whether the State of Goa was ready to accept the annual turnover threshold of Rs.40 Iakh for 
his State. The Hon'ble Minister from Goa stated that if the Council so decided, then they 
would join the consensus even if it meant loss of revenue to Goa. The Hon'ble Chairperson 

stated that this left only the other small Union territory of Puducherry which was unwilling to ~ 
increase the threshold. The Hon'ble Minister from Uttarakhand stated that his State was a 
Special Category State and an increase in annual turnover threshold to Rs.40 lakh would 
affect 41 ,817 taxpayers. He stated that if the threshold was proposed to be kept at Rs.40 lakh, ~ 
then sin goods should be kept out' of this threshold. The Hon'ble Chairperson stated that it wa~ CHAIRMAN'S 

d . bl fi II th . f . . . th INITIALS es1ra e to o ow e past practtce o not g1vmg any optiOn to e States . 
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10.43. The Hon'ble Minister from Kerala supported the proposal that the States be given an 
option to keep the annual tumover threshold for registration at Rs.20 lakh or Rs.40 lakh. He 

stated that this would not affect inter-State taxation. The Hon'ble Minister from Goa stated 
that although he had been pleading for an annual turnover threshold for registration of Rs.20 
lakh, it would not be desirable to take State specific decision and decision should be taken for 
the country as a whole. The Hon'ble Minister from Kerala stated that differentiation was 
already permitted for Special Category States and there was nothing wrong in recognizing the 
diversity between the States. The Hon'ble Minister from Goa stated that this would alter the 
very architecture of GST. 

10.44. The Hon'ble Minister from Assam once again urged to fix the annual turnover 
threshold for registration at Rs.50 lakh and cautioned that if it was not done now, demands 
would again come to raise the annual tumover limit for registration. The Hon'ble Deputy 

Chief Minister of Bihar stated that they had recommended an annual tumover threshold for 
Composition for services at Rs.50 lakh and had noted that the number of taxpayers likely to be 
affected by adopting this threshold was not very high. The Hon'ble Deputy Chief Minister of 
Delhi stated that as observed by the Hon'ble Minister fi;om Kerala, having a differential 
threshold would not affect inter-State trade and, therefore, urged that the States should be 
allowed to decide the annual tumover tlu·eshold for registration at Rs.20 lakh or Rs.40 lakh. 
The Joint Secretary, DoR, stated that this would lead to a problem where the same person was 
registered in two different States and the annual tumover in two States was different and it 
would need to be determined whether he was required to be registered in both the States. The 

Hon'ble Deputy Chief Minister of Delhi stated that this was already provided for in the case of 
Special Category States and the situation would be handled in the same way as was being 
done now. 

10.45. The Secretary reiterated that State-wise distinction could lead to many more demands 
for State specific dispensations except those for Special Category States. He suggested to have 
only one annual turnover threshold for registration for non-Special Category States. The 
Hon'ble Deputy Chief Minister of Delhi stated that, almost 90% of traders fell in the category 
of annual turnover between Rs.20 lakh and Rs.1.5 crore, where the administration of taxpayer 
was with the State Government. If the annual tumover threshold for registration was raised to 
Rs.40 lakh, a large number of traders would go out of the tax net of the State administration 
and the same would be the situation for Composition taxpayers. The Hon'ble Chairperson 
observed that taxpayers with annual turnover of more than Rs.1.5 crore were equally 
distributed between the Centre and the States and bulk of revenue came from this segment. 
Taxpayers below this annual turnover were largely an additional load ·on the tax 
administration. 

10.46. The Hon'ble Minister from Assam supported the suggestion to have two annual 
turnover thresholds for registration . He stated that his State had originally opted for the annual 
turnover threshold of Rs. I 0 lakh as a Special Category State, but due to public pressure, they 
later decided to adopt the annual tumover threshold ofRs.20 lakh. He expressed a hope that a 
similar situation would prevail in future if two annual turnover thresholds for registration were 
allowed for non-Special Category States. The Hon'ble Chief Minister of Puducherry stated 
that the experience suggested that even the Special Category States now wanted to come to 
higher thre:1hold of R.s. 20 lakh. Similarly, in the in:1tant case also, :1ituation would 
automatically evolve in future. The Hon'ble Chairperson observed that even taxpayers in the 
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exempted category were taking registration. The Hon'ble Minister from Punjab stated that the 
Council could observe for the next year or two as to how the new system operated. The 
Hon'ble Minister from Chhattisgarh reiterated that decision was being taken in a very hurried 
manner. The Hon'ble Chairperson stated that the issue had been deliberated in detail and that a 
decision would only be taken by consensus. The Hon'ble Minister from Goa stated that his 
State was ready to adopt the annual turnover threshold of Rs.40 lakh. The Hon'ble Deputy 
Chief Minister of Bihar reiterated the suggestion to go for two options for annual turnover 
threshold for registration, namely, Rs.20 lakh and Rs.40 lakh with an option to the States to 
choose either of them. The Hon'ble Minister from Karnataka stated that he preferred two 
annual turnover thresholds, namely Rs.20 lakh and Rs.40 lakh. 

10.47. The Hon'ble Minister from Rajasthan stated that total revenue implication of the 
decisions taken so far in recent times should be analysed first and then the matter be 
considered further. 1n the written speech circulated by the Han 'ble Minister from Tamil Nadu, 
it was requested that the States should be given adequate time to examine the pros and cons of 
the recommendations of the GoM as there could be revenue implications in increasing the 
annual turnover threshold limit for supplier of goods and in providing for composition scheme 
for small service providers. 

1 0.48. The Hon'ble Chairperson stated that the consensus seemed to be to have two annual 
turnover thresholds for registration, namely Rs.20 lakh and Rs.40 lakh, with an option to the 
States to choose the higher threshold. He suggested that the Council could adopt this decision. 
The Commissioner, State Tax, Tamil Nadu, stated that while adopting this decision, it should 
also be taken note of that the Council' s decision was guided by the consideration that this 
would not affect the inter-State trade. The Hon'ble Chairperson stated that this could be part of 
the decision also. The Council agreed to this suggestion. The Commissioner, State Tax, Tamil 
Nadu further stated that a time limit should be given to the States to opt for the higher 
threshold. The Hon'ble Chairperson suggested that preferably one week's time could be given 
to the States to convey their decision regarding the annual turnover threshold that they would 

like to adopt for registration. The Council agreed to this suggestion. 

10.49. The Joint Secretary, TRU-ll stated that the Council also needed to decide the annual 
turnover threshold for Composition scheme for Special Category States. The Hon'ble 
Chairperson stated that this threshold was already Rs.75 lakh, except for Uttarakhand and 
Jammu & Kashmir. The annual turnover threshold for Composition for States ·other than the 
Special Category States was being raised from Rs.l.O crore to Rs.l.S crore. The Hon'ble 
Minister from Assam stated that his State would like to adopt the annual turnover threshold of 
Rs.l.5 crore for the Composition scheme. The Hon'ble Chairperson observed that the 
Composition threshold for Special Category States need not be disturbed at this stage and 
suggested that only those States, which wanted to increase this turnover threshold to Rs.1.5 
crore could inform the GST Council Secretariat in writing, preferably within a week's time. 
The Council agreed to this suggestion as also to the other proposals, in the agenda note. The 
Advisor to Governor of Jammu & Kashmir stated that his State would also adopt the annual 
turnover threshold of Rs.l.5 crore for Composition. The Hon'ble Chairperson stated that this 
should be communicated by the State in writing to the GST Council Secretariat. 
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(IV) Composition scheme for small service providers 

1 0.50. The Joint Secretary, TRU-IT made a presentation on this proposal. He stated that this 
issue was examined in detail in the joint meeting of the Law Committee and the Fitment 
Committee held on 4th January, 2019 and it recommended to introduce a Composition scheme 
for services up to an annual turnover of Rs.50 lakh and to have a tax rate of 8% (4% CGST 
and 4% SGST). He further stated that this proposal was discussed by the GoM and they had 
proposed that while they agreed to the suggestion of annual turnover threshold of Rs.50 lakh, 
they recommended the rate of tax to be 5%. He added that it was felt that those taxpayers who 
were not eligible for Composition Scheme for goods, should have a scheme to avail 
composition for services between annual turnover thresholds of Rs. 20 lakh to Rs. 50 lakh, 
while the threshold for registration for supplier of services would remain at Rs. 20 lakh. He 
further stated that if a 5% rate of tax was applied under Composition scheme for services, the 
revenue loss would be in the range of Rs.5,000 crore (Rs.2,500 crore of CGST and Rs.2,500 
crore of SGST), on the assumption that 50% of taxpayers would still stay in the input tax 
credit chain. He further stated that this scheme was proposed to be applied for those who 
either supplied pure services or made mixed supplies of goods and services. Hence, it would 
be a residual category of Composition scheme for those who were ineligible to avail the 
benefit of Composition Scheme for goods up to an annual turnover of Rs. 1.5 crore. 

1 0.51. The Hon'ble Chairperson requested the Joint Secretary, TRU-ll to present data 
regarding the number of taxpayers and amount of revenue involved if a Composition scheme 
was introduced for small service providers. The Joint Secretary, TRU-ll drew attention to the 
relevant slide in the presentation and informed that the total number of taxpayers I ikely to be 
covered by the benefit of Composition scheme for small service providers up to an annual 
turnover of Rs.50 lakh would be about 33,23 ,766, who paid tax in cash to the tune of about 
Rs.37,046 crore. He added that these numbers would also have mixed suppliers. The effective 
rate of tax collection in terms of cash to turnover would be in the range of7-7.5%. Hence the 
originally proposed rate was 8%. He stated that despite a Composition scheme, some 
categories of service providers, like contractors and professionals, were likely to continue in 
the tax chain because of the input tax credit involved. However, small local service providers, 
like beauticians, plumbers, etc. were likely to move out of the tax chain. He stated that at 5% 
tax rate, the revenue loss would be about Rs.4,500 crore. He added that the GoM took into 
account these considerations and then suggested the rate of tax as 5%. The Hon'ble 
Chairperson wondered as to how many pure service providers would be covered under this 
scheme. The Joint Secretary, TRU-ll stated that with the available data, it would appear that 
the traders constituted much larger percentage and service providers and manufacturers 
constituted about 25% only. However, he added that it would be difficult to identify the pure 
service providers. Therefore, the numbers were arrived at by taking out the numbers of traders 
and manufacturers. He also added that the changes could be made operational from 1st April 
2019, and till amendment in law was made, these changes could be effected by notifying 
exemption from tax as well as exemption from registration. 

10.52. The Hon'ble Chairperson invited comments of Members on the proposal. The Hon'ble 
Minister from Chhattisgarh raised a question as to why the rate of tax was proposed to be 
fixed at 5%. The Hon'ble Chairperson observed that this rate was proposed keeping in view 
the revenue consideration and the incentive for compliance. The Hon'ble Minister from 
Chhattisgarh observed that the estimated revenue loss for their State at 5% tax would be more 
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than Rs.50 crore and they wanted to keep the rate of tax at 8%. The Hon'ble Minister from 
Karnataka stated that keeping in view the observations of the Hon'ble Minister from 
Chhattisgarh and the recommendation of the Officers, he suggested to keep the revenue 

neutral rate (RNR) of 8% so that everyone was at ease with the new Composition scheme. The 

Hon'ble Minister from Kerala stated that the RNR was 7%, and therefore, 8% was marginally 
positive and he would be happy to support this rate. The Hon'ble Minister from Kamataka 
added that the past experience had been that the benefit of tax reduction was not being passed 
on to the public, and therefore, it was not desirable to give any extra benefit to the taxpayers. 

10.53. The Hon'ble Deputy Chief Minister of Bihar stated that the tax rate of 7% to 8% for 
Composition on services was very high and the difference in rate from the proposed rate was 

only about 1.7% without much loss in revenue. He suggested that a lower tax rate should be 
adopted. He stated that the GoM had considered that to start with, a lower rate of tax be 

applied for service providers under the Composition scheme and had unanimously 

recommended the rate of 5%. The Hon'ble Chairperson enquired regarding the view of the 
Officers on this subject during the meeting on 9th January 2019. The Secretary stated that 
since the recommendation was from the GoM and the decision of the GoM was unanimous, 
the Officers did not analyse it further. He further stated that while taking a decision in the 
Council, it needed to be remembered that lower rate of tax would help in higher revenue 
realization. It was important to make this scheme attractive, and therefore, one need not stick 
to Revenue Neutral Rate (RNR). He also pointed out that the rate of Composition tax for 

restaurants was also 5%. 

10.54. The Hon'ble Deputy Chief Minister of Delhi stated that the rate of Composition tax 

for goods suppliers was 1% and a Composition tax rate of 8% for services suppliers would 

make the difference between the two very huge. He further stated that it was important to 
incentivize taxpayers in the services sector to adopt the Composition scheme. The Hon'ble 
Minister from Kerala stated that the Composition scheme for services was being adopted for 

the first time. He added that there was no such scheme even under the Service Tax regime and 
therefore a higher rate could be adopted so that there was no loss in revenue. The Hon'ble 

Chairperson stated that the experience in GST was that response from Service Tax was much 
below expectation, and therefore, •there was a need to get them into the habit of paying the tax. 
The Hon'ble Minister from Chhattisgarh stated that the Composition limit could be set at an 
annual turnover ofRs.40 lakh and the rate of tax could then be kept at 5%. 

10.55. The Joint Secretary, TRU-ll stated that in goods, the RNR was 2% but tax rate was 
kept at 1% and keeping a tax rate of 8% in services sector would be harsh. He added that the 

scheme was not only for pure service suppliers but also for those who were making mixed 
supply of goods and services. 

10.56. The Hon'ble Minister from Chhattisgarh stated that if the tax rates were reduced, the 
Centre would need to continue to compensate the States. The Hon'ble Minister from 

Karnataka requested that the GST Council Secretariat should place before the Council the 
cases where revenue and compliance had increased on account of reduction in tax rates. The ~ 
Council should know as to in which cases the trade had reciprocated the trade friendly - - \ 

decisions. The Hon'ble Chairperson stated that in the first year of GST, the response to the I ... u ~ 

Composition scheme for goods for traders and manufacturers was not encouraging but the ~:~·~~N'S 
h d · d · th d d · . l 1. ........- INITIALS response a Improve m e secon year an m pure services, present y comp 1ance was not 
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encouraging as a lot of them were in informal sector, and therefore, there was a need to 
encourage them to come into the GST net. He stated that one proposal was to keep the tax rate 

for Composition on services slightly higher than the RNR. He requested the Members to give 
tl1eir views on tllls proposal. 

10.57. The Hon'ble Minister from Goa stated that the annual turnover threshold of Rs.50 
lakh and the tax rate of 5% was appropriate as there was need to bring the services providers 
in the tax net. He added that the global experience was that lowering the rate of tax led to 
higher compliance. The Hon'ble Ministers from Maharashtra, Andhra Pradesh, Tamil Nadu, 
Uttarakhand and the Hon'ble Deputy Chief Minister of Gujarat also supported the proposal to 
keep the annual turnover threshold at Rs.50 lakh and the rate of tax at 5%. The Hon'ble 
Minister from Rajasthan stated that the rate of tax should not be less than 8% as services 
sector had very few inputs and value addition in this sector was very high. 

10.58. The Advisor (Financial Resources), Punjab, stated that the rate of tax on goods had 
been brought down over a period of time and now painters, plywood manufacturers, etc. were 
paying a lesser rate of tax on their input purchases as compared to the original 28%. He 
further stated that in the instant case, the calculation of re;yenue loss was notional and one 
needed to look at other changes taking place in tl1e economy today, such as service providers 
suffering lower taxes due to reduction in tax rates on tl1eir input goods. He added that all these 
concessions (of fixing 5% rate of tax) would create havoc to revenue and suggested to keep 
the rate of tax at 8%, He added that the input tax credit would never be 10% and where the 
available input tax credit was less, the taxpayer would never opt for Composition scheme. He 
added that retail services (B2C), like hair dressers, cable operators, dry cleaners, etc. in which 
there was a high margin, a lower rate of tax would have implication on revenue. The Hon'ble 
Minister from Karnataka stated that a very reasoned argument had been presented by the State 
of Punjab to keep the tax rate at 8% and it should be respected. Shri G.D. Lohani, Joint 
Secretary, TRU-I stated that while fixing the tax rate for composition, one should also keep in 
mind that the composition taxpayer would be paying the tax on his full turnover including the 
exempted supplies, and also the threshold exemption i.e. Rs 20 lakh, was available to him. 

10.59. The Principal Secretary (E&T), Himachal Pradesh, stated that his State was already 
suffering revenue loss of 35% and the revenue yield from service sector was quite low. He, 
therefore, suggested to keep the rate of tax at 7%. The Hon'ble Minister from Chhattisgarh 
reiterated that if the annual turnover threshold was to be kept at Rs.50 lakh, then the rate of tax 
should be 8%, but if the threshold was fixed at Rs.40 lakh, then the rate of tax could be 7%. 

10.60. The Hon'ble Chairperson stated that there should be a balance between considerations 
of not losing too much revenue and to incentivize the service sector where compliance till 
now was not very high. He stated that if the rate of tax was kept at 6%-7%, it would be in the 
range of RNR and if the rate of tax was kept higher than RNR the Composition scheme for 
services would be a non-starter. The Hon'ble Minister from Kamataka stated that the Council 
had already extended the benefit of procedural simplification. The Hon'ble Minister from 
Chhattisgarh reiterated that the rate of tax should be kept at 7% with annual turnover threshold 
at Rs.40 lakh. The Hon'ble Minister from PUnjab observed that those who opted for 
Composition scheme, did not necessarily opt for paying lower taxes but to ease the burden of 
compliance for them. 
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10.61. The Hon'ble Chairperson suggested that a residual category of Composition scheme 
for services (including those making a mixed supply of goods and services) could be 
introduced in the GST Law, and the annual turnover threshold in the preceding financial year 
for this Composition scheme could be fixed at Rs.50 lakh and the rate of tax could be 6% 
(3%CGST+3%SGST). The Council agreed to this suggestion as also the other proposals in the 
agenda note. 

(V) Provision offree Accounting and Billing Software to small taxpayers by GSTN 

10.62. Shri Prakash Kumar, Chief Executive Officer (CEO), Goods and Services Tax 
Network (GSTN) made a presentation on this Agenda item (attached as Annexure 5 to the 
Minutes). He stated that the then Finance Secretary had tasked the GSTN to explore the 
possibility of providing free accounting and billing software to small taxpayers, with annual 
turnover upto Rs.1.5 crore. He stated that after rigorous selection process involving national 
level Expression of Interest (Eol), evaluation by external tech experts and panel of expe11s 
from ICAI (Institute of Chartered Accountants of India), they have identified seven companies 
out of 43 companies, which had submitted the Expression of Interest to provide software for 
tax compliance purposes under GST. This software would enable a taxpayer to generate 

invoices, take stock of purchases, auto-prepare FORMS GSTR-1, GSTR-3B, GSTR-4, GSTR-
9, etc. and also prepare balance sheet, profit and loss account, etc. He stated that all the 
selected companies have agreed to provide basic version of software covering above 
mentioned functionalities free of cost to taxpayers having annual turnover upto Rs 1.5 crore. 
He flll1her stated that the software was proposed to be introduced in a staggered manner from 
JS1 February, 2019, starting with two States and adding more in a phased manner with an aim 
to cover all States in two to thlee months. The Secretary stated that through a rigorous 
process, GSTN had worked to provide accounting and billing software to small taxpayers free 
of cost by enlisting service providers. This would be avai lable to those having an annual 
turnover of up to Rs.1.5 crore. 

10.63. The Hon'ble Minister from Kerala stated that there should also be a scheme to provide 
free computers to small taxpayers. The Secretary stated that over a period of time, it was 
planned to allow generation of invoices on mobile applications. The Hon'ble Minister from 
Uttar Pradesh suggested that the free accounting software should be connected to thee-Way 
bill system. The Secretary stated that ultimately, it would also get connected. The CEO, 
GSTN, stated that this was not presently planned but this could be done eventually. The 
Secretary suggested that the present proposal of GSTN could be agreed to. The Council 
agreed to the same. 

11. For Agenda item 4, the Council approved the following in relation to the 5 issues 

discussed under this head: 

(I) Increase of limit of annual turnover for Composition scheme to Rs.1.5 crore with effect 
from P1 April. 2019 

11.1. To notify the increase in annual turnover for Composition scheme for goods toRs. 1.5 
crore from 1'1 April, 2019; 
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(II) Simplification under Composition scheme by way of quarterlv payment with annual 
return 

11.2. Taxpayers under Composition scheme for goods to make quarterly payment of tax 
and to file only one return in a year. The Law Committee to design a tax payment declaration 

with details necessary for compliance verification and to also suitably amend the FORM 
GSTR-4 and to place it before the Council; 

11.3. The changes to be made operational from 1st April, 20 19; 

(ill) Increasing threshold exemption for suppliers of goods 

11.4. In GST Law, the States shall have an option to adopt one of the two annual turnover 

thresholds for registration for suppliers of goods, namely Rs.20 lakh or Rs.40 lakh; 

11 .5. Benefit of higher annual threshold for registration of Rs. 40 lakh not to be given to 

J 

u 

entities to which an individual with the same PAN is associated; to manufacturers of some 1 -.... 

sensitive items like pan mas ala, etc.; to allow supply of services to the extent of 10% of 
turnover; to find means to avoid splitting; and the Law Committee to work out a formulation 

on these issues (which should have participation from the States of Kerala and Punjab) and 
present it before the Council; 

11.6. The changes to be made operational from I st April2019; 

11.7. Till amendment in law is made to give effect to this change, the scheme to be made 
operational by notifying exemptions from tax and registration; 

11.8. Council took note that it had agreed to have an option of two annual turnover 
thresholds for registration to suppliers of goods only on the consideration that it would not /" 

affect the inter-State trade; 

11.9. The States to convey their decision regarding the applicable annual turnover threshold 
for registration preferably within a week's time; 

11.10. For the Special Category States, to retain the existing annual turnover of Rs. 7 5 lakh 

for Composition scheme for goods but those Special Category States desirous of increasing 

their turnover threshold for Composition scheme to Rs.1 .5 crore, to inform the GST Council 
Secretariat in writing, preferably within a week's time; 

11.11. GST Council Secretariat to place before the Council the cumulative figure of loss of 
revenue due to decisions of the Council from November, 2018 till date; 

(N) Composition scheme for small service providers 

11.12. To have a residual category of Composition scheme under the GST Law for service 
suppliers (including those making a mixed supply of goods and services) i.e. for those who are 

not eligible for present composition scheme, and for this Composition scheme, the annual 
turnover threshold in the preceding financial year shall be Rs.50 lakh and the rate of tax shall 

be 6% (3%CGST+3%SGST); 
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11.13. The changes to be made operational from P 1 April 20 19; 

11.14. Till amendment in law is made, the scheme to be made operational through a 

notification; 

(V) Provision of free Accounting and Billing Software to small taxpayers by GSTN 

11.15. GSTN to operationalize the scheme of providing free accounting and billing software 

to small taxpayers, with annual turnover up to Rs. 1.5 crore, in a staggered manner from P1 

February 2019 onwards and to cover small taxpayers in all States in two to three months. 

Agenda Item 5: Issues recommended by the Fitment Committee for consideration of 
GST Council: 

Agenda Item 5(i): Proposal for boosting Real Estate Sector under GST regime by 
providing a Composition Scheme for construction of Residential Units 

12. The Secretary invited Joint Secretary, TRU-ll, to explain the proposals under this 
agenda item. The Joint Secretary, TRU-ll, made a presentation which is attached as 

Annexure 6 to the Minutes. He stated that for the past few years, the Real Estate sector had 
been performing far below the potential than what it could contribute to the economy and 

revenue. To address the situation, the current proposal had been brought before the Council 
which might lead to substantial benefit to buyers and slight gains in revenue also. The 
proposal, he informed, was based on the representations received from the Confederation of 
Real Estate Developers Association of India (CREDAI), Ministry of Housing and Urban 
Affairs and Maharashtra RERA regarding various aspects relating to the sector. The proposal 
was to levy a flat rate of GST @ 5% (akin to composition scheme) without Input Tax Credit 
(hereinafter referred as ITC) for under-construction flats before the occupation certificate was 
issued. He futther informed that CREDAI had slightly modified their demand subsequent to 

their first proposal by stating that either the GST rate @ 5% or @ 8% with ITC would be 

appropriate. However, both the proposed tax rates would lead to inverted GST rate structure 
in the sector leading to refund. The proposal was initially brought in the 31 51 Council Meeting 
where considering its importance, it was referred to the Law Committee and the Fitment 
Committee for consideration jointly and the instant proposal was based on the 
recommendations arising out of such a joint meeting. 

12.1. Explaining the proposal, Joint Secretary, TRU-H further stated that: 

a. the proposal was prepared keeping in mind the buyers' perception that GST rate was 
high and the benefit ofiTC was also not being passed on by the builders; 

b. the sector was not in good health and that it was suffering from cash flow problems on 
account of credit overhang which was aggravated by tax payment to be done on 
intermediate services such as Transfer of Development rights; 

c. the actual tax payment data of the sector was analyzed and it was found that the total 

cash payment from the sector was less than 5%; ~ 
d. during the discussions in the Fitment Committee, it was brought out that the impact of / 

proposed tax on lower end flats might lead to price rise; hence, GST @ 3% was ~ , 
proposed on the Affordable Housing category, which were proposed to be defined~ CHAIRMAN S 
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(with population of 10 lakh and above) in the big cities and up to Rs.30 lakh in the 
smaller cities would be covered under the Affordable Housing category; 

e. due to levying of flat tax rate without input tax credit as proposed, the backward credit 
chain would be broken. Therefore, it was proposed that 80% or more purchases of 
Input Services and Capital Goods should be from the registered GST suppliers. 
Further, where a builder was found to have purchased less than 80% Inputs, Input 
Services and Capital Goods from Unregistered Dealers, in that case tax under reverse 
charge mechanism would be recoverable from him on the amount which was less than 
80%@ 12% instead of the applicable tax rates on the individual item; \w) 

f. since the final product was proposed to be taxable@ 5%, it was proposed to exempt 
intermediate services such as Transfer of Development Rights, Development Rights 
m cases of Joint Development Agreements (IDA). However, the Transfer of 
Development Rights and similar rights in Joint Development Agreements would be 
taxable for the portion of the residential properties which were sold after the issue of 
completion certificate by adjusting the point of taxation. 

12.2. The joint meeting of the Fitment Committee and the Law Committee, while 
considering the proposal, had identified certain benefits as well as the drawbacks of the 
proposal which were also listed in the Agenda and placed before the Council. He concluded 
that if the above proposal was accepted by the Council, the details such as definition of 
' Residential Property' , 'Commercial Propetiy', 'Transfer of Development Rights', 
'transitional issues' vis-a-vis credit lying in the ledger of the builder pertaining to inputs, input 
services, etc. lying unused with the builder would be worked out by the Fitment Committee. 

12.3. The Hon'ble Deputy Chief Minister of Delhi sought clarification on the treatment of 
mixed projects involving part commercial and part residential development. Joint Secretary, 
TRU-II explained that it would be dealt with in a manner similar to a situation in GST where a 
manufacturer manufactured not only taxable but also exempt goods using common inputs and 
input services. In such cases, the input tax credit pertaining to the production of exempt goods 
was liable to be reversed and for this, an elaborate procedure for calculation was provided 
under the GST Rules. 

12.4. The Han 'ble Deputy Chief Minister of Gujarat sought further clarification that in his 
State, it was common to have construction with first two floors being commercial and floors 
above it being residential. The Secretary explained that the commercial property would be 
taxed at the tax rate applicable to the commercial property and the Fitment Committee would 
appropriately define the residential and commercial property. Joint Secretary, TRU-ll added 
that there were various methods to identify the nature of property such as declaration of type 
of property in the registration documents, definition of residential property in the local 
municipal laws, definition under the allied acts such as Income Tax Act etc. which would also 
be explored by the Fitment Committee before arriving at a proper definition under the GST 
Act. The Hon'ble Deputy Chief Minister of Gujarat further enquired whether the tax would 
be applicable on the selling price. The Secretary explained that in case of a big building with 
some floors commercial and some floors residential, the commercial floors would attract the 
tax rate applicable to commercial flats whereas the tax rate of 5% or 3% as the case may be, 
would be attracted on remaining residential floors with no proportionate lTC. The Joint 
Secretary TRU-ll clarified during discussions later that tax would be charged on the full sale 
pnce. 
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12.5. The Hon' ble Minister from Kerala stated that earlier one-third abatement from selling 

price was given before applying GST rate in case the cost of land was included in the overall 

value, whereas in this proposal, a flat tax at the rate of 5% was proposed on the entire 

consideration for the sale of the flat. Thus, it seemed to be in the nature of taxing the 

immovable property under GST and hence legally not sustainable . Thus, he enquired that 

since Stamp Duty was imposed · on the sale of immovable property which was a taxation 

subject of the States, whether the proposed tax @ 5% would have any impact on the Stamp 

Duty legislations across the country. The Joint Secretary, TRU-ll replied that it was not 

proposed to affect the Stamp Duty legislations in any manner, as sale of property was not 

covered under GST. Similar position existed in the earlier Service Tax regime where Stamp 

Duty and Service Tax legislations operated parallelly. 

12.6. The Hon'ble Chairman summarized the proposal and the challenges faced by the 

sector. He stated that there was a slowdown in the sector which impacted creation of 

employment in the . economy and consequently affected the allied sectors such as steel, 

cement, paints and other construction items. It, therefore, impacted the availability of 

inventory in the market and ultimately the tax revenue. He added that the principal reasons 

identified for this situation were: 

a. The monetary situation relating to credit and liquidity in the sector created by the 

crisis in NBFC (Non-Banking Financial Company) sector which had stopped lending 

due to their own survival issues. It was manageable by taking care of monetary and 

liquidity situations. 

b. Sale of built up residential/commercial property was out of GST whereas sale of 

property under construction where the buyer pays in stages was taxed @ 18% giving 

the one-third abatement for the land component which effectively came to 12% tax 

rate . The flat buyers were under the impression that if they bought completed 

property, they would be saving this 12% tax and only paying Stamp Duty and hence 

waiting for the property to be completed. Since the buyers had stopped buying under 

construction property, th~ money supply to the sector had stopped and projects were 
not getting completed. 

c. It was also a fact that builder paid tax at the rate of 28% on cement, 18% on majority 

of other input items and 12% on some other materials and the combined lTC available 

to him for payment of h'is output tax came to 8-9%. Eventual tax burden on him 

would be 12% minus the lTC available to him. However, the unscrupulous builders 

were not passing the benefit of input tax credit to the potential buyers by reducing the 

base rates but were recovering the entire 12% in cash from the buyers. 

12.7. The Hon'ble Chairperson added that a question arose as to how to resolve the issue 

and to come out of the logjam. The proposed solution was to fix the GST rate at 5% for 

nom1al/luxury flats and at 3% for the affordable category flats, and at the same time, to 

impose the condition of buying 80% of Inputs and Input Services from the registered dealers 

to prevent the input items going out of GST chain. Thus, the entire situation in the real estate 

sector where the unscrupulous builders were not passing the input tax credit benefit to the 
buyers would be eliminated. 

12.8. The Hon 'ble Minister from Chhattisgarh stated that there was no doubt that th~:~~// CHAIRMAN'S 
estate sector was stressed and it had been assured in the current proposal that there wa/ INITIALS 
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revenue loss. As per his tmderstanding, for a Rs.l5 lakh prpperty, after one-third abatement 

for land component, the cost would come to Rs.lO lakh and @ 12%, the tax worked out to 

Rs .l.2lakh. The Hon'ble Chairman clarified that Rs .lO lakh flat would come under affordable 
category, where the tax rate was 8% and thus the tax payable would be Rs.80,000 and not 

Rs.l.2 lakh. The Hon'ble Minister from Chhattisgarh continued that at the moment, in the 

affordable segment, the entire Rs.80,000 would be recovered from the ITC and no extra tax 

payment in cash was required. However, if the tax was computed as per the current proposal, 
then for Rs.l5 lakh property, the ta,x component would work out to Rs.75,000 which was to be 

paid in cash and hence the buyer had to bear the burden of e"'tra Rs.75,000 tax. Similarly, he 
gave the example of a high value property of say Rs.3 crore; where after abatement, the value 
of the property would be Rs.2 crore and the tax payable would be Rs.36 lakh, out of which 
Rs.25 - 28 lakh would be the ITC benefit and the potential buyer would have to pay about 

Rs .8 lakh in cash. Thus, as per the current proposal, if one imposed tax @ 5% on it without 

ITC, the tax incidence would increase by approximately Rs.1 0 lakh in cash. Thus, in both the 
cases, i.e. affordable category and luxury category, there would be increase in tax incidence 

which would be ultimately borne by the consumer. 

12.9. The Secretary explained that in real estate sector, the tax rate was 12% on normal 
property and with ITC available, the builder was to pay cash to the extent of 4%. However, 
this was one sector where not only the evasion of ta,x was there, but at the same time, input 
cost was being inflated by way of purchasing bills. Thus, ,a situation existed where neither 

one was getting any tax nor was the consumer getting any benefit as he was charged tax 
@12%/ 8% on the invoice depending on the type of property he was purchasing. Thus, the 

situation was similar to restaurants and by having GST rate of 5% or 3% as proposed in the 
Agenda, the consumer would see only the above ta,x rates on invoice which would be 
substantially lower. The safeguard of 80% purchases from the registered dealers would 
maintain the credit chain. 

12.10. The Hon'ble Chairman further explained that the present tax structure was 8% on the 
affordable category and 12% on the normal or luxury category and both were covered by ITC 
benefit, which was to the tune of roughly 8% as per his interaction with the builders. An 
honest builder would show on the invoice that he was reducing the base price by 8% and 
thereafter imposing tax of 8% or 12% as the case may be. The problem was that the builders 
were not operating fairly and the buyers were scared away from the sector instead of actually 

appreciating the benefits of GST. Thus, the unfair trade practice was to make a profit of 8% 
by not giving the benefit ofiTC to the customers and charging full tax from them. 

12.11. The Hon'ble Minister from Punjab stated that the foundation of GST was to reward 

the honest taxpayers who remained in the credit chain and punish the unscrupulous traders 
who operated by purchasing the goods and services without bills. The current proposal before 
the Council seemed to be alien to the spirit of GST. He (urther stated that as the Hon'ble 

Minister from Kerala pointed out, GST was a self-policing tax where if any tax was missed at 
one stage, it would be recovered at the next stage. However, the Council departed from this 
principle in the past in the case of Restaurants primarily because they were in MSME sector 
and the ITCs in the sector was very low. However Real Estate Sector was the major sector of 
the economy contributing 10% of GDP and at the san1e time, a major generator of black 
money and therefore, this kind of pitfall had to be avoided. He reminded ofthe famous speech 

of the President of United States of America, late John F Kennedy and stated that the history 

Page 28 of 92 



f--
0 
0.. 
LU 
D 
::<: 
0 
0 
(IJ 

<{ 
z 

MINUTE BOOK 

would judge us whether we were men of courage and it was not just the courage to stand up 
against the enemy but the real courage lay in standing up against friends and family, when it 

was required. Thus, the instant moment required courage to resist public pressure and private 
greed. He stated that if the current proposal was so good, then entire GST tariff should be 
brought down to 5% without lTC but with the present kind of proposal, all sorts of evasion, 
over valuation, under valuation, etc. would follow. He added that in view of Constitutional 
validity issues involved vis-a-vis issue regarding sale of property, it would be proper to refer 

the matter to a GoM who could go through the proposal in detail. 

12.12. The Hon'ble Minister from Kamataka stated that he needed a clarification as to 
whether the proposed tax@ 5% was payable on full value or on the value after adjusting I 
abatement for land component. If the proposal was to tax on the full value, then land would 

be getting taxed under GST. The current tax rate of 12% which had been arrived at after one
third abatement should not become basis for this situation where tax was proposed to be 
levied on full value rather than the abated value of sale. 

12.13. The Hon'ble Chairperson enquired from Joint Secretary, TRU-ll that if the proposal 
for taxing at the rate of 3% or 5% on the sale value of property was adopted, the question was 
whether it included the value of l_and. · The Joint Secretary, TRU-ll stated that tax rate would 

be charged on the full value of the flat including the land value and that the proposed tax rate 
of 3% or 5% might lead to marginal increase in the ta....: on the builder which would be borne 

by the buyer ultimately. The Hon'ble Chairperson observed that if it was so, why such a 
decision should be taken, as unethical conduct of ·developers could be dealt with by use of 
Anti-profiteering proceedings or ·through redressal under RERA proceedings. He observed 
that this proposal, instead of effectively reining in the builders, might increase the incidence of 
tax on the consumer which could be counter-productive. 

12.14. The Hon'ble Minister from Karnataka submitted that studies available in the public 
domain showed that the incidence of tax on the high-end houses would come down while on 

the affordable category, it would go up . DG, Anti-profiteering submitted that there were about 
30 complaints under investigation with the DG, Anti-profiteering in case of builders and they 
were going through the input, output and the other records of the builders to establish whether 

or not the benefit of ITC had been passed on. The Hon 'ble Chairperson observed that 
addressing the problem by way of Anti-profiteering mechanism or through RERA mechanism 
would be better. Otherwise, with" the remedy that had been proposed, a situation could arise 
where consumer would be worse off than living with the problem itself. 

12.15. The Hon'ble Deputy Chief Minister of Delhi stated that it was better to refer the issue 
to a Group of Ministers as suggested by the Hon'ble Minister from Punjab. The Hon'ble 
Deputy Chief Minister of Bihar stated that a day before, in the Times of India, a story on real 

estate appeared which showed that the prices of affordable houses would go up with the 
proposed levy while the high-end flats would be cheaper. The Hon 'ble Chairperson responded 
that there was another lobby of builders who were likely to be badly affected by the proposed 

method of taxation and hence were lobbying through newspapers by intentionally inserting 
such reports. The Hon'ble Minister.from Goa supported the proposal and stated that the 
present ta......: rate of 18% was dissuading the buyers from buying flats under construction and 
hence the issue was required to be addressed. 
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12.16. The Hon'ble Chairperson proposed that a seven-member Group of Ministers could be 
formed to consider all aspects of the problem and to propose a solution. The Council agreed 
to this proposal. 

13. For Agenda item 5(i), the Council agreed to constitute a 7 Member Group of 
Ministers (GoM) to study the issues for boosting Real Estate Sector under GST regime. 

Agenda Item 5(ii): Rationalisation of GST rates on Lottery 

14. Joint Secretary, TRU-ll, introduced the agenda and explained that at present, GST 
rate on lottery run by State government was 12% and GST rate on lottery authorized by State 
Governments was 28%. However, this differential was being misused by the trade and 
majority of them were paying tax @12%. He further explained that the proposal was for 
rationalisation of GST rates on Lottery by increasing tax rate on State run lotteries to 28 % 
from the present 12%. Further, if the GST rate was increased to 28% from 12%, it would lead 
to revenue gain of approximately Rs. 1250 crore. He added that the details are contained in 
agenda for removing the differential tax rates for lotteries which are as follows: -

1. There was only one type of lottery allowed in the States i.e. the one which conforms 
to the provisions of Section 4 of the Lotteries Regulations Act, 1998. Discrimination 
in GST rates was leading to reduction of sales especially in major States of 
Maharashtra and Punjab. 

n. It was beyond comprehension as to how two different rates of GST could be fixed on 
same product when sold in the State itself and when sold in the other States, which 
was against the provisions of the Competition Act, 2012. Discrimination did not exist 
in any other category of products. 

111. The huge variation of 16% between two rates helped the larger States to exploit 
customers as smaller States could not compete with them. High differential rates 
encouraged non-compliance by small business. 

IV. Hon'ble Calcutta High Court in a judgement dated 10.10.2018 in the case of M/s 
Teesta Distributor vs Uol had upheld the prevailing rate structure. Even then, the 
product being a sin I de-merit good, needed to be taxed at rates higher than 12%. The 
high differential in tax rate also led to malpractice of attempting to avail tax rate of 
12% by mis-representation. 

14.1. The Hon'ble Minister from Karnataka stated that from the proposal it was not clear as 
to from where it had originated. He further stated that as had been pointed out by the Hon 'ble 
Minister from Andhra Pradesh, a number of proposals were sent by the States to the GST 
Council/Fitrnent Committee which were not finding mention in the final agenda circulated 
before the meeting. He, therefore, stated that there was a need to evolve a process of dealing 
with such representations, else States might lose interest and feel that on the one hand, they 
had lost autonomy in GST while on the other, they were also not being adequately heard. The 
Hon 'ble Minister from Kerala supported this point and stated that in the October 2018 
Meeting of the Council held at New Delhi, a phenomenon of bringing the agenda directly 
before the Council and by-passing the Fitrnent Committee was observed. In the last Council 
Meeting also, the agenda on Lotteries was brought without being circulated prior to the 
meeting. This should be curtailed as they eroded the faith in the system. The Hon' ble 
Minister from Tamil Nadu, in his printed speech circulated during the Council meeting also 
reiterated the pending demands on fitrnent from his State. 
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14.2. The Hon'ble Chairman stated that it was not correct to say that States were not being 
heard in the Council and there was a set precedent in the Council that all tl1e decisions were 

taken by consensus and wherever differing views emerged, the matter was referred to a Group 

of Ministers and that he would try to reinforce the tradition further during the conduct of 

Council Meetings. The Hon'ble Minister from Karnataka stated that he apologised for the 

statement that the States were not being heard. Instead, what he wanted to convey was that 
State's issues were not being properly addressed and not that they were not being heard in the 

Council. 

14.3. The Hon'ble Chairperson explained the issue further and stated that when the rates on 

lottery were fixed by the Council at the time of GST implementation, the issue was 

tl10roughly examined and a two-tier rate structure was adopted. One was lotteries run by State 

Governments, like Kerala model, where GST was fixed @ 12%. Thus, Kerala ran its own 

lottery, not allowing any other private lotteries in the State and it was taxable @ 12% and they 
used the profit earned out of this lottery system for social welfare and health care scheme. 

Second model was a purely private party run model which attracted GST@ 28%. In addition, 

there was a third hybrid model where lotteries were run in the name of the State but were 

effectively private lotteries, i.e. it carried only authorisation by State Governments. In that 

model, the State took some fixed amount based on some percentage, whereas the whole 

operation was private thereafter and was misdeclared so as to pay tax @ 12%. Despite the 

higher rate of GST being applicable to these lottery owners, there was low GST collection 

because of this hybrid structure which was leading to evasion of ta,'<.es. Taxation of this model 

needed to be addressed and it should be taxed @ 28% GST. 

14 .4. The Hon'ble Minister from Kerala stated that majority of States had banned the 
lottery, and, therefore, they did not have any direct stake or interest in the instant agenda. 

However, States, particularly North Eastern States and 5 other major States, viz . Maharashtra, 

Punjab, West Bengal, Kerala and Goa who were running lotteries had a stake on the issue. 
One would agree that lottery was not a desirable activity as it had an element of gambling, but 

it could be allowed only for the purposes of revenue generation. Government of India had 

promulgated a Central Lottery Act to ensure one did not undertake measures which would 

make lottery addictive, such as the number of draws that lottery could have, the number of 

digits in the lottery, price system, etc. Secondly, objective of Central Law was that the 
benefits would go directly into public service and for that purpose, it was provided in the law 

that Government had to print the lottery tickets. Further, all revenues from lottery would go 

directly to the State treasury and all-inclusive expenditure for it would be paid out of State 

treasury. Now, there were models of some States, particularly North Eastern States which did 

not directly run lottery but had put middle men in return of payment of a percentage or lump

sum amount as small as Rs.l 0 crore, i.e . they had the right to sell the lottery and once they got 

the rights, they behaved as if they were law unto themselves, breaking each and every law 

related to the issue. He further stated that various CAG reports regarding lottery of Sikkim, 

Mizoram and other States, had pointed out the facts stated by him leading to various other 

political and social issues. He continued that due to certain reasons, State of Kerala was the 

most lottery savvy place and therefore, this was a Rs.l5,000 crore market with more than 

Rs.1200 crore profit which everyone would like to penetrate. To control that, Kerala had 

introduced a law on gambling (being a State subject) and had also put a fee on registration and 

every draw with lots of regulations for lottery in the State. However, due to GST, Kerala's law 

5 on gambling was nullified and not applicable thereafter. GST Council, during initial elaborate 
a. 
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discussions, understood these circumstances and decided that a State which was directly 

running the lottery had to pay GST @ 12% arid any middleman/contractor run lottery would 

attract 28% GST. Punjab, Maharashtra, Goa or any other State which were running lottery 

directly were liable for tax rate of 12% within the State and contractors should not point out 
that all lottery supply should be ta,-xed @ 28%. 

14.5. The Hon'ble Chairperson stated that on this issue, one would not have too many 

conflicting views to the situation where States were merely a name lender; but the question 

was how one could ensure that 28% GST was charged on such private players. Thus, for this 

purpose, one needed to have some strict guidelines. 

14.6. The Hon'ble Minister from Kerala stated that Council took the decision which was 

challenged in the Hon'ble Kolkata High Court which held that Council had legally the right to 

take such a decision. Thus, to take benefit, other States may also avoid middlemen and run the 

lottery by themselves. Kerala Government could provide the technical support to other States 
who wanted it. 

14.7. The Hon' ble Minister from Assam stated that North Eastern States have lottery 

system, but they lacked proper infrastructure to run it by State machinery and that is why they 

ran it through somebody else as authorised outsourced agency. The Hon'ble Minister from 

Kerala stated that private players who had to pay ta,-x at the rate of 28% were not finding it 

attractive enough to compete with Kerala model. Therefore, such players were campaigning to 

remove this differential rate and adopt uniform rates for lottery across the cotmtry for their 

personal gains and accessing market in other States. This issue did not concern the majority of 

States but it was a serious concern for States where lottery operated. One should not upset the 

present system, allow it to continue and asked as to what was the rationale for changing the 
present structure. He stated that Kerala would help create a structure for smaller States or pay 

the amount that was paid by these private players to those States acting as their agent in 

lottery distribution but they should avoid giving lottery to these middlemen and upset the 

order in the society. 

14.8. The Hon'ble Minister from Assam stated that before introduction ofGST, Kerala had 
demanded 28% GST on lottery universally from GST Council but now Kerala wanted 12% 

for their lottery. He further stated that as to who was running the lottery should not matter for 

tl1e purpose of tax rate. Since North-Eastern States were unable to operate lottery on their 

own, hence were suffering heavily. Further, when North Eastern States would float the tender 

for running the lottery, desirous States might participate as outsource partner, and they would 

give rights to the party who would offer maximum rate/price. However, differential rates in 

the same commodity was against GST principle and North Eastern States' lottery tickets were 

not being sold because of higher ta,-x outside the State. Kerala was having 22% growth in the 
lottery revenue, but North Eastern States were suffering and one should not condemn the 

outsourcing model per se which was being adopted by North Eastern States. 

14.9. The Secretary stated that the existing two rates, 12% and 28%, were leading to a lot of 

distortions and tax evasion. If one analyses the revenue vis-a-vis where these lotteries were 

conducted and where the lottery tickets were sold, the average revenue should be towards 

28% rate but the real scenario was that average revenue collection was closer to 12% rate. It 

showed that lotteries were being shown as run in States but tickets were sold secretly outside 
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States and because of two tax rates, a lot of litigations were also taking place. This being a sin 
item, needed to be discouraged and therefore, 28% rate should be imposed on the lottery as 
was the original proposal in the past. However, it was decided in the Council that there 
should be some distinction between State operated lottery and private lottery but there was 
now requirement of a uniform rate to plug the revenue leakage and distortions. 

14.10. The Hon'ble Minister from Kerala stated that lottery was not a normal commodity 

and one should question as to whether it was like any other commodity for which a freedom 
of trade all over India under GST regime had to be given. Lottery was not a normal 
commodity and that was why central law on lottery existed which had prohibited the 
middlemen running lottery at othe'r places. CAG report clearly indicated that some middlemen 
from some States were running it in an inappropriate way. Therefore, the proposal could not 
be accepted. 

14.11. The Hon'ble Minister from Punjab stated that differential rate in lottery was contested 

by lottery group/associations till the Hon'ble Supreme Court, but present rate structure of 12% 
.- and 28% had been upheld even by the apex court and it was clear that State run lottery attracts 

12% GST whereas State authorised privately run lottery would attract 28% GST. 

14.12. The Hon'ble Minister from Assam stated that the argument of differential tax rates 
was not proper, and it was like punishing North Eastern States for inability to do certain 
things. On one commodity two rates should not exist and it was not waiTanted. 

14.13. Shri Manoj Rai, Additional Commissioner, State Tax, Sikkim stated that a lot of 
misreporting was happening regarding "inter-State operations of lottery and that it was more in 
case of online lotteries. Further, can-ying lottery tickets to neighbouring States was not a big 
task as tickets could be transported easily. He supported the proposal of uniform GST 
structure to avoid misreporting. Shri Anirudh S. Singh, Commissioner, State Tax, Arunachal 
Pradesh also stated that misrepresentation and misreporting was rampant, especially in on line 
lottery and was leading to revenue leakage. 

14.14. The Hon'ble Chief Minister of Puducherry stated that this issue had already been 
deliberated earlier in the Council, and the Council took a conscious decision that State-run 
lottery would be taxed @ 12% and State authorized lottery run by private persons would be 
taxed @ 28%. Till now, the system was running smoothly and issues of tax evasion, 
distortion, diversion which were coming up did not prevent any State to run their own lottery. 
The issues arose when the State authorised somebody else to run the lottery on their behalf, 
and they wanted to sell tickets in another State apart from their own State. If any particular 
State government wanted to run it, the infrastructure, mechanism required was not so huge 
and they could easily replicate it. Similarly, some States had taken a principled decision that 
they did not want lottery at all. Now when the States were not prevented from running the 
lottery to get the advantage of tax, why to compare both. If some people were authorised to 
run the lottery, not directly connected to the State government, paying certain royalty to the 

government and running the lottery; there could be a different rate slab for these lotteries. It . ~ 
had stood the test of law and the Apex Court had declared that no North Eastern State was 
punished by these two different rate slabs. The present system was running smoothly, and 
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14.15. The Hon'ble Minister from Assam stated that North Eastern States were lacking 
resources and should not be compared with other States such as Punjab or Kerala and for their 
inability to develop a system, they should not be punished. There were various challenges in 
running a government mechanism for lottery vis a vis North East States wh ich needed to be 
addressed and they needed special consideration. 

14.1 6. The Hon'ble Minister from Goa stated that Goa had lottery in the State but was losing 
revenue because there was no rationalization in rates for lottery. Kerala was selling lottery 
outside the State and other States were losing because of twin GST rates. Thus, all should rise, 
think for the country, and suggest best practices and way forward, i.e. ways to plug revenue 
leakages. He added that in the Council, one should talk about streamlining the revenue and 
better working of Tax administration . One had to look to fix leakage in revenue and as to why 
all taxpayers were not coming in the system, evading GST and needed suggestions on these 
real issues. He added that discussion should be in the spirit of having a truly functional GST. 

14.17. The Hon'ble Deputy Chief Minister of Delhi suggested that if the Council agreed, the 
issue could be discussed later, and it may be referred to ,a GoM for detailed examination. 
Commissioner, State Tax, West Bengal suggested that all the States who run lottery might be 
members of this GoM as other States were actually not affected. 

14.18. The Hon'ble Chairperson observed that in a large group like Council, one might not 

be able to discuss all aspects of the issue. He added that during the discussion, several issues 
were discussed such as what was the significance of different tax rates on lottery, why one 
needed a uniform rate on different types of lottery systems, and what the challenges were. It 
was also felt that the matter pertained to only few States including many North East States. 
Hence, the issue required a wider consultation with all lottery States. Therefore, he suggested 
that a GoM could be constituted on this subject in which States like Kerala, North Eastern 
States might be given representation and one representative be taken from amongst non
lottery States. Further, the existing Committee of Officers constituted in the past may provide 
assistance to this GoM. The Council agreed to the suggestion. 

15. For Agenda item 5(ii), the Council decided to form a Group of Ministers (GoM) on 
Lottery in which States dealing in lottery such as Kerala, Maharashtra, Goa, some North 
Eastern States along with one representative State from non-lottery States to examine aspects 
like the disparity in rates of lottery, case of private enrichment at the cost of State, tax evasion 
aspects, etc. 

Agenda Item 5(iii): Request by CAPS! (Central Association of Private Security 
Industry) to bring the entire security services sector including body corporate under 
RCM (Reverse Charge Mechanism) 

16. The Secretary briefed the Council about the request of CAPSI to bring the entire 
Security Services sector including the body corporates under Reverse Charge Mechanism 
(RCM) mode of tax payment on the ground of it being a major employment creator and 
maintaining law and order. They had also stated in their representation that due to delayed 
payments from the clients, the security industry was forced to pay GST out of borrowed funds 
before the actual receipt of payments from the clients. The matter had been taken up in the 
31st Col.lncil meeting on their earlier representation and a Notification 29 of 2018 dated 
31.12.2018 (Sl. No.l4 of the Notification) had been issued which provided that the security 
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services provided by any person other than a body corporate to a registered person except 

Government Departments who had taken registration for TDS and entities registered for 

Composition scheme had been put under RCM. He further informed that the matter was 

discussed in the Officers' meeting a day before and the view taken was that no further change 
was required. The Secretary suggested that in view of the discussion in the Officers' meeting, 
the recommendation of the TRU to reject the request of the CAPS I to bring the entire Private 

Security Service sector including body corporates under RCM may be agreed to. The Council 

agreed to the proposal. 

17. For Agenda item S(iii), the Council decided not to agree to the request of CAPS! 
(Central Association of Private Security Industry) to bring the entire security services sector 

including body corporate under RCM (Reverse Charge Mechanism). 

Agenda Item 6: Issues recommended by the Law Committee for the consideration of the 
GST Council 

• .-... Agenda Item 6(i): Notification of provisions of the CGST (Amendment) Act, 2018; 
UTGST (Amendment) Act, 2018 and the GST (Compensation to States) Amendment 

Act, 2018 and the IGST (Amendment) Act, 2018 
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18. The Secretary invited the Principal Commissioner (GST Policy Wing), CBIC, to 
make a presentation on this Agenda item. The Principal Commissioner (GST Policy Wing), 
CBIC, made a presentation (attached as Annexure 3 to the Minutes). He explained that the 
Council, in its 31st Meeting held on 22"d December, 20 18 had recommended that the 
Amendment Acts of the CGST Act, the UTGST Act, the GST (Compensation to States) Act 
and the IGST Act, were to be brought into force with effect from JS' February, 2019. The Law 

Committee examined the provisions of all the GST (Amendment) Acts, 2018 in conjunction 

with the CGST Act, 2017, the SGST Acts, 2017, etc. and proposed to bring into force all the 
provisions of the four GST (Amendment) Acts with effect from 1"1 February, 2019 except the 
provisions contained in Sections 8(b), 17, 18 and 20(a) of the CGST (Amendment) Act, 2018 
for the time being. These were proposed to be notified later as they related to the new return 

system which was proposed to be rolled out from I st July 2019, and therefore, these were to be 
notified along with the new return system. 

18.1. He further stated that Section 28(b )(i) and Section 28( c )(i) of the CGST 
(Amendment) Act, 2018 was proposed not to be notified as it related to Section 140 of the 
CGST Act, dealing with transitional arrangement for input tax credit for which a circular 

would be issued by the Central Government to clarify the issue and that no such similar 
provision was there in the respective SGST (Amendment) Acts. He stated that the 

corresponding amendments to the SGST Act of the respective States would also be notified 
with effect from P1 February, 2019. He requested the Council to approve the proposal to 
notify the provisions of the CGST (Amendment) Act, 2018; the UTGST (Amendment) Act, 
2018, the GST (Compensation to States) Amendment Act, 2018 and the IGST (Amendment) 

Act, 20 18 except the provisions contained in Sections 8(b), 17, 18, 20(a), 28(b)(i) and 28(c)(i) ~ 
of the CGST Act, 2018. The States would be required to notify amendments to the enabling ~ 
provisions of the SGST (Amend~ent) Acts, except the provisions corresponding to Sections ~ 
8(b), 17, 18, 20(a), 28(b)(i) and 28(c)(i) of the CGST (Amendment) Act, 2018. The__........ CHAIRMAN'S 

INITIALS 
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Amendments shall be issued after due vetting of the notifications by the Union Ministry of 

Law. The Council approved the proposal. 

19. For Agenda item 6(i), the Council approved to notify the provisions of the CGST 
(Amendment) Act, 2018; the UTGST (Amendment) Act, 2018, the GST (Compensation to 
States) Amendment Act, 2018 and the IGST (Amendment) Act, 2018 except the provisions 
contained in Sections 8(b), 17, 18, 20(a), 28(b)(i) and 28(c)(i) of the CGST (Amendment) Act, 
2018. The States shall also be required to notify amendments to the enabling provisions ofthe 
SGST (Amendment) Acts, except the provisions corresponding to Sections 8(b), 17, 18, 20(a), U 
28(b)(i) and 28(c)(i) ofthe CGST (Amendment) Act, 2018. 

Agenda Item 6(ii): Consequential amendments in notifications issued earlier in light of 
bringing into force the provisions of the CGST (Amendment) Act, 2018; the UTGST 
(Amendment) Act, 2018; the GST (Compensation to States) Amendment Act, 2018 and 
the IGST (Amendment) Act, 2018 

20. Introducing this Agenda item, the Principal Commissioner (GST Policy Wing), CBIC, 
stated that certain notifications would need to be issued pertaining to the Notifications on the 
Amendment Acts of the CGST Act, the UTGST Act, the GST (Compensation to States) Act 
and the IGST Act. The details of the amendments to be carried out were contained m U 
Annexure A to Agenda notes for Agenda Item 6(ii). The Council agreed to the proposal. 

21. For Agenda item 6(ii), the Council approved to carry out amendments to the 
Notifications as contained in Annexure A to Agenda Item 6(ii) and to also amend the 
conesponding Notifications issued by the States (except Notification No.02/2017-Central Tax 
dated 191h June, 20 17). Notifications carrying out these amendments shall be issued after due 
vetting by the Union Ministry of Law. 

Agenda Item 6(iii): Consequential amendments in Circulars and Orders issued earlier in 
light of bringing into force the provisions of the CGST (Amendment) Act, 2018; the 
UTGST (Amendment) Act, 2018; the GST (Compensation to States) (Amendment) Act, 
2018 and the IGST (Amendment) Act, 2018 

22. Introducing this Agenda item, the Principal Commissioner (GST Policy Wing), CBIC, 
stated that certain consequential amendments were required to be carried out in Circulars and 
Orders issued earlier in the light of bringing into force the CGST (Amendment) Act, 2018; the 
UTGST (Amendment) Act, 2018; the GST (Compensation to States) (Amendment) Act, 2018 
and the IGST (Amendment) Act, 2018. He stated that similar amendments would be required 
to be carried out in the Circulars and Orders issued by the States. He further stated that the 
Law Committee had examined those Circulars and Orders issued under the CGST Act, 2017 
and the IGST Act, 201 7 in conjunction with the provisions of the GST Amendment Acts and 
proposed to amend certain Circulars and Orders, as contained in the Agenda notes of Item 
6(iii). He further stated that the Law Committee also recommended to rescind the Removal of 
Difficulty Order No.Ol /2017-Central Tax dated 13th October, 2017 issued to remove 
difficulties in implementing provisions of Composition scheme. In its place, the Law 
Committee had recommended to issue a new Removal of Difficulty Order to provide for 
extension of the beneficial condition detailed below for all Composition taxpayers: 

Page 36 of92 

u 

u 



fa 
a_ 

UJ 
0 
::.:: 
0 
0 
<D 

~ 

MINUTE BOOK 

"that for computing the aggregate turnover in order to determine eligibility for 
composition scheme, value of supply of exempt services by way of extending 
deposits, loans or advances in so far as the consideration is represented by way 

of interest or discount shall not be taken into account." 

22.1. He sought the approval of the Council for the above proposal. The Council. approved 
the same. 

23. For Agenda item 6(iii), the Council approved the proposed amendments to the list of 
Circulars and Orders issued earlier as per Annexure A of Agenda notes to Agenda item 6(iii) 
and to also rescind the Removal of Difficulty Order No.01/2017-Central Tax dated 13th 
October, 2017 and to issue a new Removal of Difficulty Order providing for extension of the 
following beneficial condition for all Composition dealers: 

"that for computing the aggregate turnover in order to determine eligibility for composition 
scheme, value of supply of exempt services by way of extending deposits, loans or advances 
in so far as the consideration is represented by way of interest or discount shall not be taken 
into account." 

23.1. The Removal of Difficulty Order shall be issued in consultation with the Union 
Ministry of Law. The States shall also issue similar Circulars and Orders as well as Removal 
of Difficulty Order. 

Agenda Item 6(iv): Proposal for amendment in CGST Rules, 2017 

24. The Principal Commissioner (GST Policy Wing), CBIC, stated that the Law 
Committee in its meeting held on 3rd and 4th January, 2019 had recommended minor 
amendments in the CGST Rules, 2017 to ease the process of refunds and to extend the date of 
examination for GST Practitioners. He explained the proposed changes in the Rules and 
suggested that the Council could approve the proposed changes, as contained in the notes of 
Agenda Item 6(iv). The Council agreed to the same. It also agreed that pari materia changes 
would be carried out in the SGST Rules. 

25. For Agenda item 6(iv), the Council approved the proposals as contained in the Table 
below the notes of Agenda item 6(iv). The Council also approved that suitable notifications 
shall be issued after due vetting by the Union Ministry of Law and that pari materia changes 
shall be carried out in the SGST Rules. 

Agenda Item 7: Review of Revenue Position 

26. Secretary, stated that the revenue position had been discussed by the Council in its 
31st meeting about three weeks back and since then not much had changed. Accordingly, if 
the Council agreed, the revenue position may be discussed in the next Council meeting. The 
Council agreed to the proposal and agreed to consider the revenue position in the next Council 
meeting. 

27. For Agenda item 7, the Council agreed to consider the revenue position in the next 
Meeting of the Council. 
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A~enda Item 8: Allowin~ ITGRC (IT Grievance Redressal Committee} to consider non-
technical issues (errors apparent on the face of record) 

28. Introducing this Agenda item, the Secretary stated that the IT Grievance Redressal 
Committee (ITGRC) was set up with the approval of the Council during its 261h Meeting held 
on 10111 March, 2018. The mandate of ITGRC was to address IT related issues or IT glitches 
where owing to glitches in GSTN, relief was needed to be given to a section of taxpayers, 
such as allowing filing of any Form or Retum prescribed in law or amending any Form or 
Return that had already been filed. The GSTN received various references through nodal u 
officers and Writ Petitions filed in the Hon'ble High Courts where non-technical issues were 
involved and the ITGRC could not recommend those cases as it was not empowered to take 
any decision on those issues that did not fall in the category of technical glitches. He further 
explained that since there was no appeal mechanism for filing Forms TRAN-1/TRAN-2 under 

GST law, hence more and more taxpayers were approaching various Hon'ble High Courts for 
consideration and obtaining favourable orders and in some cases, Hon'ble High Courts had 
given specific directions to take up the cases as per the Grievance Redressal Mechanism. The -.. 
ITGRC recommended to refer the issue to the Council to empower it to consider and decide 
cases for extending the benefit of allowing filing of any Form or Return prescribed in law or 
amending any Form or Return already filed for bona fide non-technical mistakes of the 
taxpayers. He stated that this Agenda item was discussed in the Law Committee and the 0 formulation recommended by the Law Committee was discussed in the meeting of the 
Officers held on 91h January, 2019. During the Officers meeting, it was agreed to expand the 

mandate of the ITGRC to consider cases of non-technical glitches but in a very limited 
manner. 

28.1. The formulation agreed upon during the Officers meeting held on 9th January, 2019 
was presented by the Principal Commissioner (GST Policy Wing), CBIC (attached as 
Annexure 3 to the Minutes). He stated that the ITGRC shall consider on merits, the specific 

' 
cases as covered under the orders of the Hon'ble High Court of Madras and by any other 
Hon'ble High Court as sent by any State or Central authority, to the GST Council Secretariat 
by 3 1'1 January, 2019. The ITGRC shall consider the listed cases (as informed by States I 
Centre before 31 st January, 20 19) where the following conditions are satisfied: -

I. TRAN-1, including revision thereof, has been filed on or before 27th December, 2017 
and there is an error apparent on the face of the record (such cases of error apparent 
on the face of the record will not cover instances where there is a mistake like wrong 
entry of an amount e.g. Rs.lO,OOO/- entered for Rs.l,OO,OOO/-); and 

11. The case should be recommended to the ITGRC through GSTN by the concemed 
jurisdictional Commissioner or an officer authorised by him in this behalf (in case of 
credit of Central taxes/duties, by the Central authorities and in the case of credit of I 

State taxes, by the State authorities, notwithstanding the fact that the taxpayer is 

c; allotted to the Central or the State authority). 

28.2. The Secretary informed that the above formulation was agreed upon during the 
Officers meeting held on 91

h January, 2019 and proposed that the Council could also approve 

-
CHAIRM/N's 

the same. The Council agreed to the proposal. 

INITIAl 5 
29. For Agenda item 8, the Council approved to extend the scope of ITGRC to also 

. 
I 

consider on merits, the specific cases as covered under the orders of the Hon 'ble High Court 
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of Madras and by any other Hon 'ble High Court as sent by any State or Central authority, to 
the GST Council Secretariat by 31'1 January, 20 19. 

29.1. The ITGRC shall consider the listed cases (as informed by States I Centre before 3P1 

January, 2019) where the following conditions are satisfied: 

1. TRAN-1, including revision thereof, has been filed on or before 27th December, 2017 

and there is an error apparent on the face of the record (such cases of error apparent 

on the face of the record will not cover instances where the there is a mistake like 

wrong entry of an arnmmt e.g. Rs. lO,OOO/- entered for Rs.1,00,000/-); and 

11. The case has been recommended to the ITGRC through GSTN by the concerned 

jurisdictional Commissioner or an officer authorised by him in this behalf (in case of 

credit of Central taxes/duties, by the Central authorities and in the case of credit of 

State taxes, the State authorities, notwithstanding the fact that the taxpayer is allotted 

to the Central or the State authority) . 

A~:enda Item 9: Use of RFID (Radio-frequency Identification) data for strengthenin~: 

enforcement of e-Way Bill system under GST 

30. The Secretary informed that during the Officers Meeting held on 9th January, 2019, 

the Agenda item was discussed and a presentation was made on this Agenda item (attached as 
Annexure 7 to the Minutes) and several issues arising out of reports of GSTN and Member 

(Budget), CBIC and recommendations were identified such as adoption of FA STag, legal 

requirements thereof and inter-operability of existing systems, etc. The officers were 

unanimous in implementing Stage-1, where data was used for passive Risk-based intervention 

as suggested in the proposal at the earliest. As regards Stage-TI where data was proposed for 

active real time intervention, they raised the issue that while implementing it, one should 

preserve the good attributes of GST and avoid return to the permanent static check posts 

system. 

30.1. The Hon'ble Minister from Tamil Nadu in his written speech relating to the agenda 

stated that his State was opposed to the recommendations contained in agenda of adopting 

Option-II (i.e. Stage-II) for stoppage and checking of vehicles in real time near the toll plaza 

where RFID reader was located. It was further stated that it would pave the way for creation 
of check post in a new nomenclature with all attendant problems negating the benefits of 

GST. Further, the RFID technology should be implemented after due consultation with all 

stakeholders, adequate training and awareness to the Industries, failure free testing and 

piloting the same with stakeholder. 

30.2. Secretary stated that it was felt that the issue required a wider consultation with some 

other stakeholders who were not part of the exercise so far. Accordingly, it was recommended 

to fom1 a Committee of Officers from Centre, States and GSTN to deliberate and suggest on 

following Terms of Reference (ToR): 

1. Building an inter-operable robust system and examme the feasibility and 

advantages of existing system versus. use ofF ASTag Data; 

u . Conduct stakeholders' consultation; 

111. Identify legal requirements, if any. 
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30.3. The Secretary suggested that the Council may approve the recommendations as above 
ofthe Officers' meeting of 9th January 2019. The Council agreed to the same. 

31. For Agenda item 9, Council agreed to the suggestion to form a Committee of 
Officers with following ToR: 

a. Building an inter-operable robust system and examine the feasibility and advantages 
of existing system vs. use ofF A STag Data; 

b. Conduct stakeholders' consultation; 
c. Identify legal requirements, if any. 

Agenda Item 10: Quarterly Report of the NAA (National Anti-profiteering Authority) 
for the quarter October to December 2018 for the information of the GST Council 

32. The Secretary informed the GST Council that Rule 1l27(iv) of the CGST Rules 2017 
mandated the NAA to furnish a performance report to the Council and accordingly the NAA 
had forvvarded Performance Report for the quarter ending 31.12.2018. 

32.1. The salient features of the report were as per the agenda and the presentation made 
(attached as Annexure 8 to the Minutes), i.e. during the period from 01.10.2018 to 
31.12.2018, 41 investigation reports were received by the NAA from the Directorate General 
of Anti-Profiteering (DGAP) while they already had 29 investigation reports pending as on 
30.09.2018 forwarded by the DGAP. During this period, out of these 70 investigation reports, 
NAA had passed orders in 20 cases which were all unanimous. Profiteering was established 
in 6 cases involving anti-profiteering an1ount of Rs .542.59 crores. Major among these were 
the case of M/s. Hindustan Unilever Limited and M/s. Hardcastle Restaurants Private Limited 
involving profiteering amount of Rs.534.890 crore and Rs.7.59 crore respectively. 
Profiteering was not established in remaining 14 cases . Thus, as on 01.01.2019, 37 
investigation reports were pending disposal with the NAA while 13 cases were referred back 
to the DGAP for further investigation. 

32.2. In the written speech circulated by the Hon'ble Minister from Tamil Nadu, he 
reiterated his stand taken earlier that the amount lying with the NAA should be shared 
between the Centre and the States. 

33. For Agenda item 10, the Council took note ofthe facts reported by the National Anti
profiteering Authority (NAA) in its report for the quarter 1"1 October 2018 to 3 1"1 October 
2018. 

Agenda Item 11: Report of the GoM on Revenue Mobilisation 

34. Introducing the Agenda, the Joint Secretary (DoR) stated that the Group of Ministers 
(GaM) held two meetings to discuss the following Terms of Reference: 

1. Whether the mechanism of funding to the States through National Disaster 
Response Fund (NDRF) is sufficient in case of natural calamities and disaster; 

11 . Whether there should also be a supplementary mechanism for funding natural 

calamities and disasters through GST, and if so, whether it should be through 
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additional cess or tax, and whether such levy should be State specific or across the 
country; 

The circumstances in which a State shall become entitled to get funding over and 
above the funds obtained through NDRF mechanism; 

Whether it is permissible under the relevant provisions of Constitution and the 
GST law to create an omnibus GST Disaster Relief Fund for natural calamities or 
whether resources can be raised only for a specific event qualifying as natural 
calamity or disaster; 

v. If a GST Disaster Relief Fund is created, what should be the mechanism for its 
collection, accountal and disbursement, including whether such disbursement 
should only be for a major natural calamity/disaster and the criteria thereof; 

vt. What changes in law, if any would be needed to create a GST Disaster Relief 
Fund. 

34.1. After detailed deliberations, a questionnaire had been made and sent to all the States 
seeking their views/suggestions on the following points: 

1. Which of the following would be better and convenient mechanism to support the 
State in case of Natural Calamity or disaster; 

a) Increase in the borrowing limits of State 

b) Tweaking ofNDRF Norms 

c) States specific disaster cess 

11. Whether increase in GST rate or levy of cess would be a better mechanism to 
raise resources for supporting a State in case of natural calamities. 

HI. Whether increase in GST rate or increase of tax on non-GST goods would be 
better for mobilization of revenue in case of Natural Calamity. 

iv. In case of State Specific disaster cess, such cess should be levied on all items or 
only on luxury goods over all GST (CGST/IGST/UTGST) or only on SGST. 

v. What would be the amount of revenue mobilized due to increase of 0.25% or 
0.5% in SGST rate as suggested by Kerala Govt? Whether it would be sufficient 
for meeting the requirement on account of relief and rehabilitation? 

vi. Mechanism for raising of resources for disaster management within the 
framework of Disaster Management Act, 2005 and how it should be dovetailed 
with the recommendations of Finance Commission. 

34.2. The suggestions received from the States as well as Officers were considered and the 
following were recommended by the GoM: 
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i. The NDRF norms should be considered for revision after due consultation with 
State Governments. 

11. The Council might consider allowing levy of a cess on intra-State supply of goods 
and services within the State of Kerala at a rate not exceeding 1% for a period not 
exceeding two years. 

111. Regarding FRBM limits of fiscal deficit, GoM felt that for the purposes of 
reconstruction after the initial impact of natural calamities, Central Government 
might consider allowing States to incur a fiscal deficit higher than the FRBM 
without impacting their ongoing development programmes. GoM felt that this 
could either be done by excluding the reconstruction expenditure outside the 
FRBM limits or by providing additional borrowings over and above the FRBM 
target over a specified number of years. 

34.3. The Hon'ble Chairperson asked the Minister from Kerala as to whether the above 

recommendations were acceptable to him to which he agreed. The Hon' ble Ministers from 
Assam and Goa also supported the recommendations of the GoM. The Hon'ble Deputy Chief 
Minister of Delhi stated that the recommendation (i) and (iii) had nothing to do with the GST 
while recommendation (ii) pertained to GST which was acceptable. The Hon'ble Minister 
from Kerala stated that though this may not be part ofGST Council's mandate but it needed to 
be understood that for rebuilding after a natural disaster. funds were required which the 
Government of India allows through borrowing from external agencies. He added that the 
Government of India should permit external borrowing as a means of additional resource 
mobilisation. The Hon'ble Chairperson stated that this suggestion was out of direct scope of 
the GST Council, but the recommendations of the GoM would be taken up with the 
Government of India separately. He further suggested that the recommendations of the GoM 
may be approved by the Council. The Council agreed to the same. 

35. For Agenda item 11, the Counci l approved the recommendations of GoM on 
Revenue Mobilisation, as mentioned at paragraph 34.2 and the action proposed at paragraph 
34.3 above. 

Agenda Item 12: Any other agenda item with the permission ofthe Chairperson 

\.. 
36. No issues were discussed under this agenda item. 

36.1. The Hon' ble Minister from Tamil Nadu circulated a written speech during the 
Meeting of the Council. The extracts of the speech relating to the relevant agenda items have 
been recorded as part of the discussion on those agenda items. In addition to that, he drew 
attention of the Council Members to the decision of the Council taken in the 31 51 Meeting held 
on 22"d December 2018 regarding the implementation of the GST Amendment Act, 2018 from 
P' February, 2019. He stated that the State of Tamil Nadu was broadly in agreement with 
those recommendations wherein it was proposed to notify the provisions relating to new 
returns at a later date and also for consequential changes proposed in the 
Notifications/Circulars/Order and Rules. 
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36.2. The Hon'ble Minister from Uttar Pradesh stated that Dry Singhara was used by 

Sadhu-Sant, Kalpvasis and general public during Kumbh and other religious ceremonies 
during fast. Hence the State of Uttar Pradesh had requested time and again to exempt Dry 
Singhara from GST. He further stated that the present tax rate of 18% on handmade soap was 

quite high. He added that handmade soap was manufactured by small scale industries and by 
labour in the unorganized sector and that it was used by poor people in rural areas. Hence 
handmade soap should also be exempted from GST. The Hon'ble Chairperson observed that 
these requests should be examined by the Fitment Committee. 

Agenda Item 13: Date of the next meeting of the GST Council 

37. This agenda item could n0t be taken up for discussion 

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

Chairpe 
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Annexure 1 

List of Ministers who attended the 32nd GST Council Meetin2 on lOth January 2019 

Sl 
No State/Centre 

1 Govt of India 

2 Govt of India 

3 Andhra Pradesh 

4 Assam 

5 Bihar 

6 Chattisgarh 

7 Delhi 

8 Goa 

9 Gujarat 

10 Haryana 

11 Jharkhand 

12 Kamataka 

13 Kerala 

14 Madhya Pradesh 

15 Maharashtra 

16 Nagaland 

17 Puducherry 

18 Punjab 

19 Rajasthan 

20 Tamil Nadu 

21 Tripura 

22 U ttarakhand 

23 Uttar Pradesh 

24 Jan1mu & Kashmir* 

Name of Hon'ble Minister 

Shri Arun Jaitley 

Shri S.P. Shukla 

Shri Y anamala 
Ran1akrishnudu 

Dr Himanta Biswa Sarma 

Shri Sushil Kumar Modi 

Shri T.S. Singh Deo 

Shri Manish Sisodia 

Shri Mauvin Godinho 

Shri Nitinbhai Patel 

Capt. Abhimanyu 

Shri C.P. Singh 

Shri Krishna Byre Gowda 

Dr. Thomas T M Isaac 

Shri Priyavrat Singh 

Shri Sudhir Munganti·war 

Shri Metsubo Jamir 

Shri V. Narayanasamy 

Shri Manpreet Singh Badal 

Shri Shanti Kumar Dhariwal 

Shri D. Jayakumar 

Shri Jishnu Dev Varma 

Shri Prakash Pant 

Shri Rajesh Agarwal 

Shri K K Sharma 

Charge 

Union Finance Minister 

Minister of State (Finance) 

Minister of Finance, Planning, 
CT and Legislative Affairs 

Finance Minister 

Deputy Chief Minister 

Minister for Commercial Taxes 

Deputy Chief Minister 

Minister for Panchayat 

Deputy Chief Minister 

Excise & Taxation Minister 

Minister - Department of Urban 
Development, Housing and 
Transport 

Minister for Rural Development, 
Law and Parliamentary Affairs 

Finance Minister 

Minister (Energy) 

Finance Minister 

Minister, Urban Development 
and Municipal Affairs 

Chief Minister 

Finance Minister 

Minister for Local Self 
Government, Urban 
Development and Housing, Law 
& Legal affairs and 
Parliamentary affairs 
Minister for Fisheries and 
Personnel & Administrative 
Reforms 

Deputy Chief Minister 

Finance Minister 

Finance Minister 

Advisor to Governor (1/c 
Finance) 

Note* - The representative from Jammu & Kashmir attended the Meeting on behalf of the Hon'ble 
Governor of Jammu & Kashmir. The matter regarding exact status of the Advisor to the Governor in the 
GST Council was under consideration in consultation with the Union Ministry of Law. 
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Annexure 2 

List of Officials who attended the 32nd GST Council Meeting on 101
h January 2019 

State/Centre Name of the Officer Charge 

Govt. oflndia Dr. A B Pandey Revenue Secretary 

Govt. ofindia 
Dr. Krishnamurthy 

Chief Economic Adviser 
Subramanian 

Govt. of India Shri Pranab Kumar Das Chairman, CBIC 

Govt. of India Dr. John Joseph Member (Budget), CBIC 

Govt. of India Ms. Ameeta Suri Member (GST), CBIC 

Govt. of India Dr. Rajeev Ranjan Special Secretary, GST Council 

Govt. ofindia Shri J P S Chawla Pr. CCA 

Govt. of India Shri Manoj Sethi CCA 

Govt. of India Shri P.K. Mohanty Adviser (GST), CBIC 

Govt. of India Shri P.K. Jain Pr. DG, DG-Audit, CBIC 

Govt. oflndia 
Shri Sandeep M 

Pr. DG, DG Systems, CBIC 
Bhatnagar 

Govt. of India Shri G.D. Lohani Joint Secretary, TRU-1, DoR 

Govt. of India Shri Manish Kumar Sinha Joint Secretary, TRU-II, DoR 

Govt. of India Shri Ritvik Pandey Joint Secretary, DoR 

Govt. of India Shri Upender Gupta Pr. Commissioner (GST), CBIC 

Govt. of India Shri Yogendra Garg Pr. ADG, GST, CBIC 

Govt. oflndia Sbri S.K. Rehman ADG, GST, CBIC 

Govt. of India Shri D.S. Malik DG(M&C) 

Govt. of India Shri Rajesh Malhotra ADG(M&C) 

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

Govt. of India Shri Pramod Kumar Deputy Secretary, TRU-ll, DoR 

Govt. of India Shri N Gandhi Kumar Deputy Secretary, DoR 

Govt. ofindia Shri Amaresh Kumar Joint Comm., GST Policy Wing 

Govt. of India Shri Ravneet Khurana Joint Comm., GST Policy Wing 

Govt. oflndia Shri Susanta Mishra Technical Officer, TRU-ll, DoR 

Govt. oflndia Shri Harsh Singh Technical Officer, TRU-ll, DoR 

Govt. oflndia Shri Shashikant Mehta OSD, TRU-ll, DoR 

Govt. of India Shri Siddharth Jain Dy. Comm., GST Policy Wing 

Govt. of lnd ia Shri Vikash Kumar Dy. Comm., GST Policy Wing 

Govt. of India Ms. Meghaa Gupta Asst. Comm., GST Policy Wing 

Govt. of India Shri Achin Garg Asst. Comm., GST Policy Wing 

Govt. ofTndia Shri Paras Sankhla OSD to Union Minister 

Govt. oflndia Shri Nik.hil Varma OSD to MoS (Finance) 

Govt. of India Shri Mahesh Tiwari PS to MoS 

) Govt. oflndia 
Shri Debashis 

OSD to Finance Secretary 
Chakraborty 

Govt. of India Shri Anurag Sehgal OSD to Chairman, CBIC ~IRMAN'S 
Govt. of India Shri ViKash Shukla Media Advisor toRS / INITIALS 
Govt. ofindia Shri Nagendra Goel Adviser, CBIC 
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39 Govt. of India Ms Bhagyadevi Technical Member, NAA 

40 Govt. of India Shri AK Goel Secretary, NAA 

41 Govt. oflndia Shri Dev Kumar Rajwani OSD to Chairman, NAA 

42 Govt. of India Dr Sumit Garg Dy. Commissioner, TPRU 

43 Govt. of India Shri Shekhar Kumar Dy. Commissioner, TPRU 

44 GST Council Shri Shashank Priya Joint Secretary 

45 GST Council Shri Dheeraj Rastogi Joint Secretary 

46 GST Council Shri Rajesh Agarwal Director 

47 GST Council Shri G.S. Sinha Director 

48 GST Council Shri Jagmohan Director 

49 GST Council Sh.ri Arjun Meena Under Secretary 

50 GST Council Shri Rakesh Agarwal Under Secretary 

51 GST Council Shri Rahul Raja Under Secretary 

52 GSTCouncil Shri Mahesh Singarapu Under Secretary 

53 GSTCouncil Shri Debashish Dutta Under Secretary 

54 GST Council Shri Mukesh Gaur Superintendent 

55 GST Council Shri Rajeev Mirchia Superintendent 

56 GSTCouncil Shri Sandeep Bhutani Superintendent 

57 GST Council Shri Vipul Sharma Superintendent 

58 GST Council Shri Sarib Sahran Superintendent 

59 GST Council Shri Amit Soni Superintendent 

60 GST Council Shri Anis Alam Superintendent 

61 GST Council 
Shri Dipendra Kumar 

Superintendent 
Singh 

62 GSTCouncil Shri Sunil Kumar Superintendent 

63 GST Council Ms Sangeeta Dalal Inspector 

64 GSTN Shri Prakash Kumar CEO 

65 GSTN Ms Kajal Singh EVP (Services) 

66 GSTN Shri Jagmal Singh VP(Services) 

67 Govt. ofTndia Shri C K Jain ADG, Audit 

68 Govt. of India Shri Kishori Lal 
Pr. Commissioner, Chandigarh Zone, 
CBIC: 

69 Govt. of India Shri Pramod Kumar Pr. Commissioner, Delhi Zone, CBIC 

70 Govt oflndia Shri Pradeep Kumar Goel Pr. Commissioner, Meerut Zone, CBIC 

71 Govt of India 
Shri Neerav Kumar 

Commissioner, Bhopal Zone, CBIC 
Mallick 

72 Govt of India Shri G.V. Krishna Rao 
Chief Commissioner, Bengaluru Zone, 
CBIC 

73 Govt. of India Shri R.C. Sankhla Commissioner, Lucknow Zone, CBIC 

rv-~ 
74 Govt. of India Shri S. Kannan Commissioner, Chennai Zone, CBIC 

'\ 75 Govt. oflndia Shri Vijay Mohan Jain Commissioner, Panchkula Zone, CBIC 

76 Govt. of India Shri Virender Chaudhary Pr. Commissioner, Vadodara Zone, CBIC 

77 Govt. oflndia Shri P.K. Singh Commissioner, Jaipur Zone, CBIC 

CHAIRMAN'S 78 Govt. of India Shri Milind Gawai Commissioner, Pune Zone, CBIC 
· INITIALS 79 Govt. of India Shri Srinivas Mandalika Pr. Commissioner, Hyderabad Zone, CBIC 
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11 2 

Govt. oflndia 

Govt. of India 

Andhra 
Pradesh 
Andhra 
Pradesh 

Arunachal 
Pradesh 

Arunachal 
Pradesh 

Assam 

Bihar 

Bihar 

Bihar 

Chhattisgarh 

Chhattisgarh 

Chhattisgarh 

Delhi 

Delhi 

Delhi 

Goa 

Gujarat 

Gujarat 

Gujarat 

Haryana 

Haryana 

Himachal 
Pradesh 

Himachal 
Pradesh 

Himachal 
Pradesh 

Jammu & 
Kashmir 

Jammu & 
Kashmir 

Jharkhand 

Jharkhand 

Jharkhand 

Kama taka 

Kerala 

Madhya 
Pradesh 

MINUTE BOOK 

Shri Sadhu Narasimha Jt. Commissioner, Vishakhapatnam Zone, 
Reddy CBIC 

Shri Nitin Anand Commissioner, Ranchi Zone, CBIC 

Dr D.Sambasiva Rao Special Chief Secretary, Revenue 

Shri T Ramesh Babu Commissioner, State Tax 

Shri Satya Gopal Chief Secretary 

Shri Anirudh S Singh Commissioner (Tax & Excise) 

Shri Anurag Goel Commissioner, CT 

Dr Pratima Commissioner and Secretary, CTD 

Shri Arun Kumar Mishra Additional Secretary, CTD 

Shri Ajitabh Mishra Jt. Commissioner, CTD 

Smt Sangeetha P Commissioner, CT 

Shri S. L. Agarwal Special Commissioner 

Man ish Mishra Dy. Commissioner 

Ms. Renu Sharma Pr. Secretary (Finance) 

Shri H. Rajesh Prasad Commissioner, State Tax 

Shri Rajesh Goel Additional Commissioner, State Tax 

Shri Dipak Bandekar Commissioner, CT 

Shri Arvind Agarwal Add!. Chief Secretary, Finance Dept. 

Shri Ajay Kumar Special Commissioner, State Tax 

Shri Riddhesh Raval Dy. Commissioner, State Tax 

Shri Sanjeev Kaushal Add! Chief Secretary, E & T Dept 

Shri Vijay Kumar Singh Addl. Commissioner, E & T Dept 

Shri Jagdish Chander 
Principal Secretary (E&T) 

Sharma 

Shri Rajeev Sharma Commissioner of State Tax and Excise 

Shri Rakesh Sharma Joint Corum., State Tax & Excise 

Shri Navin K. Choudhary Pr. Secretary, Finance Dept. 

Shri P K Bhatt Commissioner, CT 

Shri Prashant Kumar Secretary & CCT 

Shri Ajay Kumar Sinha Add!. Commissioner of State Taxes 

Shri Brajesh Kumar State Tax officer 

Shri Ravi Prasad Jt. Commissioner, CT 

Smt Tinku Biswal CCT 0-) 
Shri Pawan Kumar 
Sharma 

Commissioner, CT ~RMAN'S 
TIALS 

/ 
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113 
Madhya 

Shri A vi nash Lavania Addl. Commissioner 
Pradesh 

114 
Madhya 

Shri Sudip Gupta Jt. Commissioner, CT 
Pradesh 

115 Maharashtra Shri Rajiv Jalota Commissioner, State Tax 

116 Maharashtra Shri Sudhir Rathod PS to Minister 

117 Manipur Shri Y Indra Kumar Asst. Commissioner, CT 

118 Meghalaya Shri Leonard Khongsit Jt. Commissioner, CT 

119 Meghalaya Shri Kitbokson War Asst., Commissioner, CT 

120 Mizoram Shri V anlal Chhuanga Commissioner & Secretary (Taxation) 

121 Mizoram Shri R Zosiarnliana Jt. Commissioner, State Tax 

122 Nagaland Ms. Kalash Jyoti Pr. Resident Commissioner 

123 Nagai and Shri Kesonyu Yhome Commissioner, CT 

124 Odisha Shri Saswat Mishra Commissioner, CT 

125 Odisha Shri Sahadev Sahoo Addl. Commissioner, CT 

126 Puducherry Shri L Kumar Commissioner (ST) 

127 Punjab Shri M. P Singh 
Add!. Chief Secretary-cum-Financial 
Commissioner (Taxation) 

128 Punjab Shri V. K. Garg Advi.sor (Financial Resources) to CM 

129 Punjab Shri Vivek Pratap Singh Excise & Taxation Commissioner 

130 Punjab Shri Pawan Garg Dy. Commissioner 

131 Rajasthan Dr. Prithvi Raj Secretary Finance (Revenue) 

132 Rajasthan Dr. Preetam B Yaswant Commissioner, State Tax 

133 Rajasthan Shri Ketan Sharma Addf. Commissioner, GST, State Tax 

134 Sikkim Shri Manoj Rai Addl. Commissioner, State Tax 

135 Tamil Nadu Dr. T.V Somanathan ACS/CCT 

136 Tamil Nadu Shri C Palani Jt. Commissioner (Taxation) 

137 Telangana Shri Somesh Kumar Pr. Secretary (Finance) 

138 Telangana Shri Anil Kumar Commissioner of State Tax 
139 Te1angana Shri Laxminarayan Jannu Addl. Commissioner, State Tax 

140 Tripura Shri Sudip Bhowmik Dy Commissioner, State Tax 

141 Tripura Shri Badal Baidya Superintendent of State Tax 

142 Uttar Pradesh Shri Alok Sinha ACS, CT 

143 Uttar Pradesh Shri C. P. Mishra Joint Commissioner, CT 

144 Uttar Pradesh Shri San jay Pathak Joint Commissioner, CT 

145 Uttarakhand Ms. Sowjanya Commissioner, State Tax 

146 Uttarakhand Shri Piyush Kumar Addl. Commissioner State Tax 

147 Uttarakhand Shri Roshan Lal Dy. Comm., State Tax 

148 West Bengal Ms. Smaraki Mahapatra Commissioner, CT 

149 West Bengal Shri Khalid A Anwar Senior Joint Commissioner, CT 

CHAIRMAN') 
INITIALS 
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Annexure3 

( 32nd Meeting of GST Council ) 
~---------------------------------- ---------~ 

I 

Deetned racification & ]ssues for consid eration 

Agenda 

• Agenda No. 2 - Deemed R:i!!tificatinn of ~ntificat1on / 

issued post 3-1st i\·lccting of CST Council 

~NATION __ '!""AAX 
-.MARKeT 

Circulars 

• Agenda Nu. 3- Dc~isions r ::~: k en by G l C post 3·1•t ;\{cering of CST 

Cou nci l 

Agenda No~ 6(i) - i)Jotification uf provisions of GST .La\v 

Amendmem Acts 

• l\genda No. 6(u) - Consequem1a1 amend ments w not.lfic:;uions 

issued ea-rlier 

• Agenda Nv. 6(Hi) - Consequential amendments to cin;ulan; & 

orders issued earl ier 

• Agenda N o . 6(iv) - Proposnl for ch::tnMCS in Rules 

• Agenda No. S - Fxp<JJnsion of scope of TT-GRC 
l 
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Agenda No.2 (1/1) 
• Ratification of follow·ing notifications, drcula_rs & orders issued 

post 31EH meeting (dated 22.tl<l D·ecember, 2018) of GST Council: 

Act/Ru1es Type 
Notification I Circul~r { 

I OrderNos. · 

CGST ~ct/CGST 

RUles 
' 
' ! 

IGSTAct 
I 
I 

I 

lJTQSTAct 

Circu.~a.n; 
i 

' 
RO~Orders 

Central r~ 

Centt:ll Tax (Rate) 

lnt<"grlit~d Tax 

Iutegr:aced Ta.~ (Race) 

t 111011 territm:r T<lX (Rat<:) 

Under the CGST Act 

U11der the CGST .-\.ct 

.Agenda No. 3 (1/1) 
Decision by Circulation (27.12.2018) 

6.., to 78 or 2018 

24 co 30 of 2018 

4o£201S 

25 w 31 of 2018 

24 to 3() o£ 2018 

- 6 to 81 of2018 & 

82. to 86 of 2018 

2 to 4of20l8 

• Provisional settlen1ent of ano ther Rs. 18,000 crore, 50°;;) to 
Centre and 30~1.-, to States 

vl'( )rder ?\ln. F. ~o. S J40l1./2. J./20lR ST I OuR dated 
2k.l2.2( ll H i~~lH?d 
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... N.O.TlON 
'P':.A)( 

Agenda No.6 (i) (1/1) 
MA.RK.ET 

Notification of provisions of the GST A_mendment Acts 

• i\n1endment to CTGST i\ct) IGST Act, GST 
(Con1pensarjon to States 1\ct) to be notified w.e. f. 
01.02.2019 

• J\n1endn1ent to CGST 1\ct to be notified w.e.f. 01.02.2019, 

except: 

~ pro\risions contained in sect ion 8{b), 17, 18 & 20(a) - to 
be notified at a later date 

¥"provisions contained in section 28(b)(i) and 2R(c) (i) -
not to be not~fied 

• (ortcsponding amendment to SGST Acts o f the .-c~ptccivc 
States ~rould be no tified accordingly \v.e.f. 01.02.2019 ' . . 

Ag,enda No.6 (ii) (1/4) 
Consequential amendtnents in notifications issued 
earlier in light of bringing into force the provisions of 
the GST Amendment Acts 

• An1endtn en t also to be done by States 

• B nociHcat io.ns require atncndmcnt::::, out of which 

../ S. No. 1 ~ Notificat]on No. 02/2017- CT dared 
19.06.2017 not required to be carried out by States 

.,/ S. No. 3- Notitlcation No. 57./2017-CT dated 
15.11.2017 to be atncnded after nc'.v return S\' S tern i~ 

• ,! 

implemented 

../ S. No. 5, 6 & 7 - An1endn1ents to notifications. issued 
under Integrated Tax not required to be carried out by 
States 

(j 
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Agenda No.6 (ii) (2/4) 
Details of ConsequentiaJ amendtnetus in notifications 

SI. No. 

1 

) .. 

4 

N otiiication No. 

02./ 201- - CT d<ncd 

19 06.2.01 -

08 /"201 - -CT d;~. t~d 

2- 06 2(11- (ilfi1('1ldC'd YldC" 

tloci±mCil tion ~ o_ 4 6 / 2{1 L l 
s- ./201- - CT dat{'"d 

15 11 2.01-

65i 20L --CTt:hted 

i 5.1 L:!O L-

Amendments 

N ot.ific~tion ncC'd~ to lx rc-.,l.igncd '\"t-.ith the Ru]{'" 

- of the CGST Rul{"s 

To b·c tin~bz{"d 9 ftc-! 1lC''\"i." retnm sy~tem d{'"F.ign .is 

hro~ttght mto force 

S ta !C'S. It nee-ds to rc-a d rts - 'S t;~. tc- or r 1U01l 

Eerrjtory- u~ ~lCC'Otd.HlC~ ,~·idl sub-s~tion ~ l) of 1 

section 22 of the:' ~ atd .. 1.ct ~ rC'~~<d .. ,.1th dF~~t1Se (.i.i.i) 

of d1e Expkt.nfttion w d1-at sectior~' 

7 

Agenda No.6 (ii) (3/4) 
... NATION 

.-.'!"'....,.,.Ax 
~,..!ARKET 

Details of Consequential amend1nents in notifications 

Sl. No. 

) 

(j 

Notitic<ltion No. 

o-/201--IT~ date-d 
14 ()9 201-

10/ 201- -IT, &Hed 

l 3.l 0.:20 l ':' 

I' Am.end!ments l 
P.ro•-lso {b} to be: runc-nded <<agamst sc:ngl l 
nvmb·cr 5 m thc- Atmcsnrc- to fl.Jle 1 JS" 

~c{"d~ to h-e mnc-ndcd for the spN'i<ll {'::ttegor:;

Sta tc-s . I t n.c:c-ds to reo,, d as - 'St~tC' or r tuon 

r.erritorr ir~ ;,lCCor&Hlce '.x-idl sub-section ·:·l ·) of . . ' 
s-cctlon 22 of thC' ~ ;ud ..:\.c:t ~ re-ad 'l.Vith d i!J\1!;(" (ill) 

I 

I 

09/'201 --lT (R) ,, ~ ~mcndc-d S. ::.:o 10D ofT3hle ofth.is not.ific;~;uoni~ to bc-

h~- 42/ 201 - - IT (R) , rescinded 
----~----~----
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Agenda No.6 (ii) (4/4) 
Details of Consequential amendments in notifications 

Sl. No. Notification No. J Amendments 

8 

08/ 201 -- CT (R), d~ t~d I 

~- 06 zm- :cJs illmcndc-d '.-ide 

no tification :.:o . .38/ 20 l -

CT (R), 10 /1018-CT (R), 

l 2/ 2U l8- CT I'R.~· & . ' ' 

To lx- rcsc.i.nd~c:i 

Agenda No.6 (iii) (1/6) 
.-NATION 
':"""= AX 

MARKET 

Consequential amendments 1n Circulars and Orders 
issued earlier m. light of bringing into force the 
provisions of the GST Atncndnlent Acts 

• 9 Citcu]ats .require.: am c.:n d rncrtts, o ut o f wh ich 

../ S. No. 1, 3 & 4 - ·circulars to be revisited / rescinded 
afn:r nc\v return sygrcm is i1nplcm c.:n tcd 

v'S. No. 9 - i\1nendn1ent to Circular issued under 
In tegrated Tax not requjred to be carried out by States 

• A1nended Circulars to be issued on 01.02.2019. Sin1ilar 
circulars to be issued bY States 

' 

'/ 
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Agenda No. 6 (iii) (2/6). 
;fi_NA110N 

. · _.:!"".;fA); 
~MARKET 

Details of Consequential arnend•nents in Circulars 

S1. No. Circular No. Amendmen.ts. 

To be- r~YjSttc-d / r~snnd~d fl ft~r tb~ n-e-~_,_- r~tnm 

L ':'r/.201- &~red CH.n9 . .:!0 l - s~-~t,~m .i!.> b1:o~tght mto force as FOR.J.\1 GSTR-

3 

S/ 8/~0 1- tlued 04.l 0.:20 L-

L 5/ l5 / :!0 l - &lced 

1) 6 _ L L20L-

2 h~H- b-een kepc i.u -3!be-v.~nce 

P-:1rs. :2(k} co be j].Jllended uJ ord-er w ~1llm'T 

-:1c-cepmnce ofLCT for supply of s.etTices to .:I Ll~' 

count0· for ~.-d-uch p ~ ~-m('llt 1s t"('('c-h-~d :\S pe-r 

RBI gnidefu~e~ (by in~erring the ·word~ 'or in 

Indi;~;n rnp{'~S .... ..-hcr~n:·r p-c':ml.m('d by th-c' 

Res.en:e Bt~Llk ofhldi~~ f) 

~;rstem is brought .imo force . '-· 

11 

Agenda No-.6 (iii) (3/6) 
Details of Consequential atnendments in Circulars 

SL. No. J 
2(J/ :!.(J/ 21.) l-: da~ro 

291.! . .?() 1-
To 1x- re'. :!:jt~d / resc~nd~d af~er th-e Ltew te::tU'J.l s~·st~m is 

bJ.mtgn~ UlW tOH'e 
1. Amen-rlmem· le(}Lllred m pniil .? •o replace the tm1e or' one 

:·~:u /} ~-ear~ :o 1ead as "\'ii'il.i5J the time period specari-erl 

lll5R.1: tJClll l .:l.y" 

2. Sim~-u ~nendme11: rea_1Lirffi in P•~m 3 to H:place the time of 

one yeil.L/ J;:-ea1~ m 1ead il5 "'O,';.itrun the tJ.me peurxt spenr1ed 
3S/ L2/2ul8. da:-NI. in =~cio!1 L4.3 .. 

.?6 03 . .:!0 18 3. :\m.endmc:-!1~ xegn3rcd in par2 6.l to p10;·ide for men:io n.ing 

-;Iu·eshold hnu• or' Staies who a1e ~pt(lill o (egory bnt haYe 
op:ro fo1· a t!ue~.hold limit o f fu.. l(l laki1s (p1es.entJ~.- only J 
& K is m.~J.Ulouecl the1el1l) 

4 . P 2ra 9.-l(i} and '9 .6.containi~lg reference to se<:bon 9 0:4 ) of th e 

CGST An· nreis iO be 1emowd 
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Agenda No.6 (iii) (4/6) 
_.NA11PN 
.: AX 

MARET 

Details of Consequential amendments in Circu] ars 

Sl. No. 

6 

s 

Circ u];tr No, +---------------+----------

-J.l / l5/20l8 dat~ 
(i) 

13 {14,2(118 

l . 

pa1a 2(k) 
1!0\TOS - -J.11 pata 

).I ov {19 -t o:t. Pi' L'il 

Re-con·n: ,·.ide fORM DRC-03 & FORM DRC-07 -also 

5S/ )~/ 2018 daie::l. needs to be mtft.tlOa)ed ul tbe .rir<ulilf 

C4.09.20 1 S "· Pw,·i sio~ ot re";t'Is-al of :ransitional crecli~ d1roug~l 

FORM GSTR·3B neerls \0 l;oe ff?\~~s~t 

St l$!)E!l.$lOO il ~ me-1H~Omled in Sff tlOwl 21A of CG ST Acl needs .-o 
69/ ..J.J./10LS da~.ffi be mentiom·d •:by -:~n1end!ng ps1a L 1 ~o me~)~OJ1 tllat reg5::tJ:acion 

::?6 l0.2(H8 m~~· be snspenrLe>::t. ;Hl<l nohce~ mar not l.>f i~~nefL wiuJe 

p:wce~ sing applicatio.m fo.r su::.pemio~l oi re_gj~.ti:>tion) 
~----~--------------~--- -~---· 

Agenda No.6 (iii) (~/6) 
Details of Consequential amendments in Circulars 

SL. No. 
Tb.is needs. to be res.<:"inderl iu \"'ie'i.'i· of :h~ a.me~dm~ut (section 

32 of he CGST (Amendmem) ...\('i, Z018) pmposed m St"heclnle 

1 

9 OJ./01/ 20tS-1GST III of th~ CGST Act. 2{11' which decla1e:s. suppl~· of 

Sl. No. RoD Ortier No. 

~·areh~1nse<L goorls t«.) i'lny pt-lSOll betor~ clea1i111lre fot' home 
consmnption as ndt~er supply of goods no1 supply of set;;i.ces . ..: 

'= 
A1nendme-tlts 

T!us. ne-eds :o be resc;nded 1n ,-i~w of the amendm~nt (section :) 

01/ 201--Ceu~rrtl of the CGS T rAnl€1l<lme•l() A('~, 2{1 1&) p1opos.erl 111 5~cnon 10 
Ta~: dated of the CG$T _-\ct. l{) I - making chang~s :o L'le Composi~ion 

1.3.10.201- scheme. dJ rl1cnltlt>S r:egA1ding ,,_.hidl were 111'mo' en by the S:lld 
r-e.tnonl of d;n knltyorder. 

\ 1,. ..... ~RMAN'S 
~ INITIALS 
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.Agenda No.6 (iii) (6/6) 
.~ATION 

A'Y. 
MARKET 

Consequential amendtnents in Circulars and Orders 
issued earlier in light of bringing into force the 
provisions of the GST Antendment Acts 

·• Removal of difficulty ()rder No. 01/2017-Ccntral Tax 
dated 13.10.2017 to be rescinded. and fresh Removal of 
difficulty CJrdcr to be issued for extension of the beneficial . 
condition detailed below for an cornposicion taxpayers: 

,/ tbat for tW'lljJttti~·~g the '{ljgt"e.}j,iJ!e ftt11'10f!e1" in ordt~r to . dden11inf! 

eligibility jot· COJ11Josition sdJf~Jm~, t-•alm~ of suj>jJD' qf exe?l!J'f 

sen•ti"tJ l!Y U1ft_}' q,l e.xtendiug deposits; ioans or adr't1nces i11 so far 
as tbe roruideratio11 t~~" represtwted b)' JJ1tt_JI q( ittterrst or rlis(ot:snt 
sba/i not be takN: into t1tYOimf. 

Ag·~enda No~ . 6 (iv) (1/1) 
Arnendmnent in CGST Rules, 2017 
• Second provisio to Rule 83(3): 

15 

~NATION 
.-I'AA'Y. 
--MARKET 

¥period of clearing_ the exan1ination by c;sTP n1.ay be 
extended to 31 .12.::?.019 

• Sub-clause (1) of Clause (2) of Ru]e 89: 
-/ mke declaration that no tax has been collected on such 

transaction (ron1 the supplier prodding goods or services to 
the S~Z Umt or Dev~loper only, so as ro reduce the overall 
delay 1n the process of refunds 

• Declaration under Rwe 89(2)(!) in FORld RFD-01A~ 

./Con se que.n tial ro. above chan ~e in Rule 8 9 _ Sin1ilar change~ 
to be earned out 1n FOJU..1 RFD-01 as well 

• Sub-Rule (2) & (3) of Rule 91 and sub-rule (4) ofRuJle 92: 

v'To allo'?-r fot· re\:-alidaqon a~d to align provisions ~f (~(;ST 
Rules wtth Rule 145 ot Rece1pt & Payments Rules~ 198~-:t 
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Agenda No. 8 (1/2) 
.. NAllON 

_ _ .,....A'AX 
...._MARKET 

Expansion of scope of IT- GRC 

• Presently scope is limited to deal \vith Issues ans1ng o ut of 

technical glitches 

• Hon'ble High Court of l\Ltdras has o rdered _) specific cases of 

n on-techn]cal nantre of Tan1il ~ adu to b e considered o n merit 

by the IT -GRC~ as detailed belo\v: 

~Aa 

V"Bb 

./(~ .c 

• List of similar cases wol~ld be sn1t by all the States I Central 
atlthorities to GST Col~ neil Secretariat by 31/01/2019 

17 

Agenda No. 8 (2/2) _ 
~NAllON 

- ...... .JlA)( 
._.MARK>ET 

Expansion of scope of IT- GRC 
• ln the cases so receh·ed from States I Centre~ IT-GRC may 

follow d1e follo\ving method: -

v'TRA.0: -1. including revision thereof, has been ftled on or 
before 27m .Qecember, 2017 and there js an e rror apparent 
on the face ot the record (such cases o f error apparent on 
~:he face o f the record will not cover insmnces \Vh ere the 
there is a mistake like wrong t:ntry o~ an amount e.g. 
Rs.l 0,000/- entered fot' Rs.l ,OO,CJOO/ -)~and 

V"The <.:ase should be recommended to the IT -G RC through 
GST~ by the concerned jurisdictional Con1missioner or an 
officer authorised b\' him in this behalf (in case of credit of 
cenrral taxes/ ducies: b,· the Central authorities and in the 
case of credit of State taxes, the State authorities, 
notwithstanding the fact that the taxpa\'er is allotted to the 
Central or [he ~tate authority) ~ 

Ul ~ 
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Annexure 4 

Agenda Item 4: Interim Report of 
GaM (Group of Minister) for 
MSMEs 

Agenda in brief: 
Increase of limit of turnover for composition scheme to Rs. 1.5 

crore w.e.f. 01.04.2019; 

Simplification under composition scheme by way of quarterly 
payment with annual return; 

I h. Increasing threshold exemption for suppliers of goods; 

Composition scheme for small service providers; 

V Provision of free Accounting and Billing Software to small 
taxpayers by GSTN. 
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I. Increase of litni t of tutnover for composition schetne 
to Rs. 1.5 crore w.e.f. 01.04.2019 

...J Background: GST Council in its 23rd meeting held on 10th November, 2017, 
had decided that eligibility for composition shall be increased to Rs.l.S 
crore per annum . 

..JAm ended CGST Act, 2017 shall become effective from 1st Feb, 2019 . 

..J The decision to raise eligibility for the composition scheme for goods 
may be given effect f rom 1st of April, 2019 . 

....JThe decision would be a re lief to the manufacturers who were exempt 
from payment of Central Excise duty upto Rs 1.5 Cr . 

...JThe revenue implication of this decision for all taxes put together is likely 
to be much less than Rs 1000 cr per year approximated at Rs 65 Cr per 
month. 

~·. I ; • . • : . . . •. • • • .. • ) .;.· ·.; :·~ 

iRegu lar 
0 t o 1 Crore 

Composition 

1 to 1.5 Cr 

25 

48 

13.5 (22% of 2 and 3 

together) 

4.5 

(5) 

1,07,300 3168 

7,57,500 17185 

2,40,000 (24% of 2 2400 

and 3) 
3, 76,800 6800 

(5154+1646) 
Likely to Join - 90,432 1646 changes to 

Composition 1 904 

Like ly Revenue Loss which wou ld help the manufacturers/traders 742 
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I. Recon11nendation of GoM for MSME 

The GoM recommended to increase the limit of annual turnover for 
composition scheme to Rs 1.5 crore with effect from 01st April 2019. 

II. Simplification of con1pliancc for taxpayers under 
composition schcn1c 

Recommendation by joint meeting of Law Committee and Fitment 
Committee held on 04.01.19 · 

The proposal to pay tax on quarterly basis and filing of annual returns 
with quarterly payment along with declaration /statements was 
agreed. 
Payment declaration to be designed with details necessary for 
compliance verification. 

Annual GSTR-4 to be suitably amended to this effect. 
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The GoM recommended to simplify composition scheme by providing 
for quarterly payment of tax (along with suitable declaration 
statement) and filing of annual return. 

~---, ~ -----~---""---~------------...~~ 

I . 1 

III. Increasing threshold exen1ption for goods suppliers 

,. The Council desired that GOM on MSME examine the proposal to 
increase the threshold for exemption from registration for supply of 
goods upto Rs 75 lakhs. 

, The joint meeting of Law and Fitment Committee examined the issue in 
detail on 4th Jan, 2019 and has suggested following further alternatives:-

!. To raise the threshold exemption uniformly for goods and services to 
Rs 40 lakhs, 

II To raise threshold exemption for goods to Rs 40 lakhs, and for Special 
Category States the preliminary view was to raise the limit to Rs 20 
lakhs, however separate decision needed to be taken for Special 
Category States after discussion with them. 
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as SO% !taken as 50o/o 
of number in 

of revenue) the slab) 

(4) (5) (6) 

870 10,93,000 1,600 5,33,000 2.470 16,26,000 

1,725 13;3$,000 3;500 7,29,000 5,225 20,64,000 

2.,050 13,95,000 4AOO 7,96,000 6.450 21,91,000 

2,600 14,63.000 6.600 9,18,000 9,200 23,81,000 

2\ lerits ad\'anccd 111 tin-our of the propo'>al · 
Economic co~l 11nd ~Iultiplin ~ff('ct: The rc\enue earned from ~mall taxpa) er:. ~~ not 
comml'n<.Unltc w11h comphancc coq 111 GST{f or a tumoYcr of R<> 60 lakh<> the awrage tax paYment 
per month'" about R., 5000 - \\'bile the comph;mce co<.t would he '\lglllficantlv h1ghcr) ·n1e money 
freed 1)\' lowenng the comph:mce burden would add to the economY h\' way of mulupher cl1~ct; 

Buoyancy of reporting in the eco nomy: The taxpa\'er-. who arc '>howmg lower turno\'eT at pre'>ent 
ma) be induced to -,hO\\ an iJl(:n:ao,c in turno\ er :\!> there I" crowding of reporting around the 
tlm~-.hold . 

Limltl.'d to intra-Stah.· B2C : A\·ailed b~ dealer~ doing 132(' tran!>action~ \\·ithin the State and 
therefore the revenue unphcatwn would not be much 

Better administration: Thr..:shold should he h1gh <.o that wx admm1<,trat10n doe-; not wao;tc cncrgv 
on JWn-productt ,.c taxpaYer\ 

Ot'rnt' rih of rai~ing thre!>hold. 

• Los~ of rcnmue . Higher thrc.,hold would lead to IO!.'> of rt'\ enue and al~o IO'>!. of data rt•lating to 
\:COnomic acti\ it~. 

• Splitt ing · H1gher thre-.hold ot1~r., lugh..:r opportumtY to <.uppre'>~ thc threshold bY <;phttmg 

• B2C reporting reduction · There would be a tcndcnc\· to under-report 8 2(' -;upphco:; "" 
con!>idl·rabh.: eronom1c acti\ it) can take plan: bdo\\ the thrc~hold. 

~ ' 

~-~ t~ \ ~: : . .":_. ',. -'. :#~:~~ :<~··: -~ : .. ~ ~---~-- ~~ .. ; ~- ... ;~~:. ~ ,~~. " - 0 ~ :~ .) ; Lo 

0 

• ~ i . t2 • • •• 
0 i 0 
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III. Discussion in GoM for MSME. 
,. Three different st reams of opinions were expressed. 

, 1 A view was expressed t hat increasing the exempt ion limit was against the pr inciple of 
GST of having wide tax base. 

r Redudng r<:1t e and base simult<meously i~ not advisable. 

, Exemption limit during the VAT reel me in mo~t of the States was even lower at Rs 10 lakh . 

.... GST should be given time to stabil ize . 

..- The tendency of businesses t o split before hitting the threshold limit was. also pointed out. 

,.The compliance burden on the composition taxpayers would be drasticaHy reduced as the limit 
fo r composition scheme would be increased. 

III. Discussion in GoM for MSME 

,. 2 Another view emerged that although the proposal would be highly beneficial to 
economically developed centres of the country, it would be rather skewed for those States 
where majority of the taxpayers are below the raised threshold limits. 

,. It was suggested that State-wise data of taxpayers who would become eligible should be 
available . 

....- The information loss about economic activity that would be coupled with the proposal 
also got discussed as an area of concern. 

,. After taking into consideration the revenue losses at various thresholds, at present 
threshold should be raised toRs 40 to 50 lakh. 

~MAN'S 
\../"" INITIALS 

Page 63 of 92 

~ L_ ____________________________________________________________________________ L_ __________ __ 



CHAIRMAN'S 
INITIALS 

MINUTE BOOK 

Ill. Discussion in GoM for MSME 
, 3 An alternative view was expre>>ed in light of the background of the proposal, t hat 
most of the MSMEs having turnover below Rs 1.5 crore under t he Central Excise regime 
were exempt f rom taking registration and they needed to be facilitated. 

, It was also noted tha t high compliance burden on the smal l tax payers yielded negative economic 
returns . 

... The revenue earned from small taxpayers is not commensurate wit h compliance cost in GST (for a 
turnover of Rs. 60 lakh the average tax payment per month is about Rs.SOOO/- while the 
compliance cost would be signi ficantly higher). 

,.. The money freed by lowering the compliance burden would add to the economy by way o f 
multiplier erfecL 

, Accordingly, a view was expressed that the annual turnover threshold should be raised to Rs 75 

lakh as the benefits of raising the limits are considerable for the economy. 

III. Rcconuncndation of GoM for MSME 
Following recommendations were made by GoM after due deliberation: 

The armual turnover thre~hold lirnit for payment of tax for supplier of good~ needs to be- raised; however, 
the f inal decision on new tnres l1old, ~C~ is ing it from Rs 20 lakh to a level upto Rs 75 lakh, may be taken by 
the GST Council. 

The threshold limit for goods should be ra ised and not for services as considerable b;:~se of service 
provider~ 1s at lower level of turnover. The cone ems of compliance for small ~ervice providers IS proposed 
to be addressed through a composition scheme sepi!rately being recommended. 

Operational deta il ~ for differential threshold limits for goods and services to be worked out by the Law 
Committee. 

" Ti ll amendment In law is made to give effect to thl5 c:han~e, the ~cheme may be made operational by 
notifying exemptions from tax as well as exemption from registr<ltion, ,. 

" The scheme may be made operational from the 1 '1 of April, 2019. 

v ~or Special Category Stales, view may be taken 10 the Council after due consultation with these State~. 
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III. Threshold exemption limit and Composition limit to be 
decided in consultation \Vith Specia1 Category States 

r Present posit ion: 

Rs 10 lakhs 

'Rs 20 lakhs 

Rs 75 1akhs 

Rs 1 Crore 

M<:~nipur, Meghalaya, M izoram, Nagaland (suggested Rs 20 lakhs for 
goods supplier) 

Arunachal Pradesh, Assam, Sikkim, Tripura, Himachal Pradesh, 
Uttarakhand (after law amendment) and Jammu & Kashmir 

Arunachal Pradesh, Assam, Manipur, Meghalaya, Mizoram, Nagaland, 
Sikkim, Tripura, Himachal Pradesh 

Uttarakhand and Jammu & Kashmir 

IV Composition schen1e for small service providers 

r The j oint meeting of Law and Fit ment Committee examined the 
issue in deta il on 4 th Jan, 2019 had suggested the following as one of 

"\ the alternatives :-

b 
n_ 

w 
0 
:.:: 
0 
0 
co 
~ z 

r to introduce a composition scheme for serv ices upto an annual turnover of 
Rs 50 lakh; 

r with tax rate of 8% (4% CGST +4% SGST), keeping the registration thresho ld 
for services unchanged. 
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(2) (3} (4) {5) (6) (7) 

25,88,534 2,04,797 33,861 15,433 16.5 7.5 

29,13,872 3,18,696 49,998 23,107 15.7 7.3 

I 

31,47,078 4,35,136 66J.153 30,352 15.2 7.0 

33,23,766 5,56,840 81,949 37,046 14.7 6.7 

AT 5% COMPOSITION TAX RATE FOR SERVICES, REVENUE LOSS WOU 
'BE AROUND RS 5000 CR. 

IV Discussion in GoM for MSME 

,. The GoM noted that the tax rate of 8% was high as in restaurant a rate of 5% has bee 
prescribed. 

, As far as revenue loss due to a rate of 5% is concerned, many service providers are likely t 
remain in the input tax credit chain. 

,. Therefore, the revenue loss would be less than Rs 5000 crore annually, if SO% of taxpaye 
stay in the input tax credit chain . 

... Composition scheme for services needs amendment in law and till such time it may b 
made operational through a rate notification. 

, Also, to address the issue of mixed suppliers of goods and services, composition sche e 
for services should be available as a residual scheme. 
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TV. Recotn1nendation of GoM for MSME 

, Following recommendations were made by GoM after due deliberation: 
There should be a composition scheme made available for services w ith a tax rate of 
5% (2.5% CGST +2.5% SGST), to be applicable to service providers upto an annual 
turnover of Rs SO lakhs. 

i . The scheme shall be available to both service providers as well suppliers of goods and 
services, who are not eligible for the presently available composition scheme for 
goods. 

i i Till amendment in law is made, the scheme has to be made operational by notifying a 
rate ot 5% without input tax credit as has been done in the case of restau rants. 

1\ The scheme may be made operational from the 1st of April, 2019. 

---------~---r~_._.___~~- -~~ ~ 

: : ; 19 

V Provision of free Accounting and Billing Software to 
snrnll taxpayers by GST 

The features of the software under development are as below: 
t Product with all features is offered free of cost to small tax payers. 
1. No liability of GSTN. 
1 1 Allow portability of data from one product to another. 
i·.; Allow purging of data, if tax payer demands . 
. , Product may have Silver/Gold/Platinum packages which can be costed, but basic version 

remains f ree. 
vi. Provision not to misuse tax payers' data 
.,. , .Auto preparation ofthe relevant return would be done by the software viz GSTR 1 or 38, 4, 

9 etc. 
1,j i Business will also get inventory management, Profit & loss accounting, ba lance sheet 

preparation, income tax calculation, etc as basic features (free) 
1" Easy to use software -both cloud and on-premise options available. 

~-.---~-----· ~.__, 

. . ! . 10 
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V Recommendation of GoM for MSME 

Following recommendations were made by GoM after due deliberation: 

1. The software may be rolled out in a staggered manner, State-wise, similar 
to e-Way Bill. 

11 Planned rollout may be made from the first week of February, 2019. 

-._____,..___,........,. 
I . 11 I . 
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Annexure 5 

Free Accounting & Billing 
Software to Small Taxpaye 

(Annual T.O. <1.5 Cr) 

Presentation to GoM 
on MSME 

-----
Need and Purpose for Free Accounting & Billing Software 

' 

• Demand from small taxpayers 

• The dependence on technology made them apprehensive 

• The then Revenue Secretary asked GSTN to explore the 
possibil ity of providing a free accounting and billing software t o 
small tax payers 

• Small tax payers were defined to be those with annual turnover 
of< INR 1.5 crores 
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Expression of Interest Floated by GSTN 

• Objectives of Eo I 
• A free utility t hat would provide an electronic platform that would 

digitalize their day-to-day business needs e.g. inventory management, 
accounting, billing, etc. 

<Sill 

• The taxpayers would be offered ready to use and mature products f rom 
established and professiona l product companies. 

• The utility would seamlessly offer the option of return filing, to enable 
compliance to GST. 

• Alleviate the compliance burden of the business and taxpayers through 
a software. 

·The utility would be chosen so as to be business friend ly so that semi
lit erate businesses could also use it to remain compliant. 

Methodology of Selection 

• Financial Pre qualification criteria for bidders: 
• Paid up capital of at least INR 2 cro res 
• Average turnover of at least 5 Crores during last 3 financia l years {2014-

15, 2015-16, 2016-17} 

• Technical qua:lification cr iteria 
• Demonstrate all the basic feature set of the accounting and billing 

software 
• Infrastructure of free bidder shou ld support the tax payers base. 

• Bidder should be able to provide support to the user through voice I 
mail I chat . 

• The product should be a mature offering by an established financial 
technology company. 
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Required Feature Set in Free Version , 
-- - -

Ful'ldlonaUt!es ' ! 
~ . ! . ,. 

i 

I Sy5tem sno!.l ld have 3o;;Ce$S for Singfe User 
Sy:~ote-m shou ld b~ in £ngll:~:h and have all Item Units . Financial Years Fa·ellity 

Supplier, Customers M;~ster Directory with " II the required ffeld 

I Sale/ Pu·~chase, Ca~h Bankledgat 

Sho !.lid be able to Print invo i~;es and ledger 

! Should hav·e easy migration of data from one acco. unt lng & b illing software to other accounting& b ill ing 

software 
Item (SKU) Search - Search Item by BarCode, Short Code or by Description. 

l
item m astenvlth HSN code, description, Unit of measu re IUoM}, price, tanate etc. 

Taxatio D- Automatic'a lo;;ulation otTaxe5 (GST) payable. Rate of tax mu5t be editable in the item master 

Charge~ · lndudes othar charges in the bi ll. 

• cancelling/Voiding- Sales Bi II ~;an be cancelled any time berore submission 

I Se.arch Bill from hlstorv· By customer,. date or bill number. Min 3 month period for search. For archival, 
period will be 5 years. Goods retum f~cil ity I Sy~tem should b I! ab le ro issue/display Credit note Deb It not~ i ll'lci ud I ng pMding & Replacement Notes 

Required Feature Set in Free Version 

• Funrllonalitles 1 

Supplfer Selectfon ·Enter purcha~ bill either b\' Supplier or Cash Purchase. Manage supplier master. 

Genera<ion -of pllrchas.e order i.lnd·maintenance of pur,haoe r·egi$ter 
Linking of suppliers invoice with Purchase Order 

Automated inventory 11pdate ba~is. purchase 
Taxation- Automated c.alculatlon of GST payable per Purchase Order. 

Search purchas.e- ilysupplier, date and bill number, it al~ ~hould show supplier Wise .Min 3 month period for 
search, For archival, period wil l be S years. 
Generate Profit and Loss. and Ba Ia ll«l ~heet 

~le$/ Purchase Regi$ter Report - Detaiied, Oay wise, Item wise Month wis.e, Quarter for the period 1;elected. 
Saltls I Pur~hase recervable and payable Report 
St()l;k Report ,Return History Report 
Cash and bank book 

Svstemshoul:d be able to export report5 ~nd alt datil to Ex~;e i/PDf or any other format as required for returns. 
Generate outward supply return like GSTil3 n, GSTR·l ,GSTR·4, GSTR 9 or any other returns as th-e case may be 
G!i!nerating rni&match report between downloaded GSTR2.A and LQC.al pur.;ha~e regi.ster to help prepare GSTRl.. 
Creat~ mtsma tch report based on GSTR·2A down loaded from GST porta I and Pureha se t~gl$t~r mafi'lt~lned b.y 
the $VStem and then o;;reate GSTR-2. 
Create draft Annual Return b.as.ed on monthly/quarter!·; return~ filed. 
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Steps of Evaluation of Bids to Eo I 
-- - -- ----- -

1. Summary of Bids 

Total Number of bids r~Xeived as response to Eol 43 

Bids th"t met the financial pre-qualification as spelt out in Eo I and that were evaluated 38 

Bidders that did not respond 1 

Bids and solutions that were found to be suitable for empanelment 18 

2. The 18 selected bidders asked Jf they were ready to offer thei r products free of cost, w ithout any 
liability of GSTN. Consent provided only by 14. 

3. Only 13 companies appeared for evaluation with their products (out of 14 who provided consent}. 
Sparr Across IT Ltd did not come for evaluatiorr 

4. Chartered Accountants team from ICAJ invited to independently evaluate the 13 offered products for features, 
Ease. of use, compliance to GST, billing, invoicing, return filing feature.s, inventory management, etc. 

5. Finally recommended: 7 

Free offering of Product 

Bidders who Agreed to provide basic version free of cost 
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Bodhtree Consult ing 

1 Limited 
Shalibhadra Finance 

2 Umlted 
Plicew<~terhouse Coopers 

3 Private Ltd 
ally (India) Priva te 

4 Umited 
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Salient Features : 

• Product with all features is offered free of cost to small tax payers . 
.. No liability of GSTN. 

• Allow portability of data from one product to another. 
• Allow purging of data, if tax payer demands. 
• Product may have Silver/Gold/Platinum packages which can be costed, 

but basic version remains free. 
• Do not misuse tax payers' data 
• Auto preparation of the relevant return would be done by the software 

viz GSTR 1 or 3B, 4, 9 etc 
• Business w ill also get ihventory management~ Profit & Loss accounting~ 

balance sheet preparation, income tax calculation, etc as basic features 
(free) 

• Easy to use software - both cloud and on-premise options available 

Planned Rollout Dates · 

• Staggered Rollout, State-wise, similar toe-Way Bill 

• Planned rollout is first week of Feb 2019 
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Annexure 6 

Proposals to boost real estate sector 
32nd GST Council Meeting 

l Oth January, 2019 

l.,roposaJ 1: 
To levy 5°/u rate of GST witl1out lTC on residential proper~· 
''here no completion ce-rtificate is issued · 

• Suggestions receh·ed from CREDAl, MahaRERA and lVloHUA to 
le\) ' GST of )~'o without lTC. 

• Perception among propert;t' b~1yer is that the transition from serv ice 
t.:'lX to GST regime has resulted ta."\ rise. 

• It is a serious. issue of perceprion! Builders are also nor passing rhe 
henefit of lTC 

• The sector is not in good health and there are c.ash flow problems. 

"There is a problem of mput tax cr·edit overhang \vhich becomes cost 

Page 74 of92 



b 
IL w 
0 
~ 
0 
0 
ll) 

<( 
z 

MINUTE BOOK 

R~cap of 3P1 GST Council meeting 

• The proposal Vl.ras discussed at 31 s( GST Council meeting, held 
on 22nd December~ 20 18. 

• GST Council had referred the maHer to Joint Lmv and Fi tn11ent 
Committee for re-examination. 

• During examination, tax payment details of top builders across 
India \Vas analyzed. 

• RBI 's Priority Sedor Lending guidelines was also examined for 
aligning the concessional rate of US T on various atrordable 
housing schemes. 

Exist ing t~t.t structure 

• In pre· GST regime 4.5"!'o Sen·ice Tax was Lened and 1 - 5°·o VAT \Vas leY1ed 
m many States. 

• 1° o (Deliu. Gurgaon. Mwnba1. Cbeunai) 
I s~.ll (Bangalol'e) 

• Both indusn·y aud tax admirustratlon have expelience of snnilar compositlou 
sd1eme under \'AT (llld ST 

U"iiGST 

Construction of tces!deutinl 
flats/ buildin~ 

• Pradha11 :\iautl'i Awns YoJru.Ia (P:lo.to\ Y)~ 
i. In-situ ~·.elopttl.ellt ofexlstmg: slruns ush~ 
il. B.e:neliCllllfY 1oM ulid.Jvldl.ll!d llo~ 
iii. AJTordnbl; Ho!J'Sin@: in P~p 
i>.• Credit t..inJ,."c:d S11b~id;r Sd!emc 

• Low-cosl hou:>e5 up to a C..'U)let ate.."t of 60 
!Jquare meter~ having m6:a5otructure statu!io 

• Sin~le residentmlruuts 
• Erstwhile schemes of ll\ 'NURMI RAY 

• All the abm·e affordable housmg schemes ha\'e dtfterent carpet m·e.a lu:mug 
t an~es f1om 30 s.qm to 200 sqm 
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l_,roposaJ 

l, G ST mte' of 54l.o \vithout ITC may be pl"e'.scribed for con.-sU1Ld ion of aU hm1~5 
illd{1din~ lhe a:t1"'o.•rd(lble hotL<:>ing under v::u-iou .. <:> .;;cheme:s, 

A1l0the1 Sll~~estiOil 1!:. • 

" GST @ 3% without ITC may be pie.Sr.."1'!bed fot· houses h~vut.!_! cost upto Rs. 41 5 lakh 
{ i:u metros haVJI)~ populaho11 101aldl5 and above) and upto Rs. JO la.l.::hs in oth~· 
area. And . GST if: 5~o tor houses havmg ...-:osi more tbml Rs. 45 !aldlS in metlos 
{and Rs. 30 lakJas tor other rue~s. 

C.oostrurtioo of bousl!'".s.l £1.1ts bt a r~~tial C()Lnplex ..,.·ben:: 
~~ 8.moOILnt cbar~d fr-om ~ ln1yer for ~be ])0111:5-e, excluwn·~ 

smmp duty. hl Iltetropo~iHUl centro:s (wid:i popu!ati-ou of ren 
1...-!kll and abon) is up to Rs. 45 l.1khs aDd ,at otbe1r centres 
upto Rs. 30 lakh: 
lttllltmellt or t.-.lis!l!ng nrolttffl! 
Existin~ projoec:~ 1mde:t vru io\1$ s~b~m~s Qf Gr.:we.nunem at 
present attr.lctiu~ GST rf:J &~ wberc the ogrecrucut to s,ale 

l~s l>een si~e.:i befooe htFebnJ.aL;', l0 19~ 

J% WJ~bout lTC. (Et'fixtn·e 
1ate after liJrd d4ducti(m 
tQ'i.'o'ftfd'& \'Ml:J.e etfUu.ld} 

3% W!tbouf lTC. (Ef'fo!dJn 
1:tte a.ft'lll' VY4 d.-~ducti-on 

tO\"\-&'ds t•~lue of laJ1d). 
pl"0'5J)-.'"Cti,;cl~· 

C.oostructiou of bouses/ flats iu a rc-sideutJal complex. other 5% 1A'iltbout n c (Etlb:~tiVC 
TJ)!U) (1) and (.2) alxwe. rate aflet~ 1i3rd d-eduction 

to'Mirds t'Mlle of 11tud) 

Key safeguards and transition 

• h1pms. Capital ~oods tUld Iuput sen·i,es upw 80(J·o othet tbau TDR (or 
similar riglns) slwll be pnrd1ased from a GST registered supplier ouly 

• Pun:ha.s.es. procm·ed fi:om unregistered persons belo·w 80?.-o. GS T at the 
applicable rate {or rate of 1:21) ·<~) on RCM basis shall be paid iu casb without 
any inputt.ax credit. 

• Defuution of re·s1dentiaL property 

• lTC n·eat1nent of mixed proJects (residential and cmmnel"cml) 

• lilR cf!lculmion for feYetsal of credit. 

Transition: issue-s:-
• Credits in ledger relatable to goods or sen:mces in store or work in progress. or 

-c-onsumed in consuuctiou of resideutiftl flat$ sball be reqni1·ed to be re\'ersed:' 
lapsed. 
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Suppleme-ntary propos~al: 
To ex~mpt transfe1· of de\·e]opm~nt ofdghls (TDR)~ d~v~lopment rights in 
a Joint D~Yelopment Agreement o1· simi1ar rights 

• It is a service by the land owner to the developer/ budder of d1e 
property. 

• At present 18~Vo GST is leviable on Transfer of development 
right developtnent rights in a JDA. GST paid on them is 
<.~vai lable as ITC. Thus~ at present it is a wash 1Tansaction. 

• It is proposed to exempt OS T on TDR/ develop1nent rights in a 
JDA on construction of residential property that are booked for 
.sale before i!':i;SUe of completion certificate to address the 
problem of cash tlow. 

• Credi.il overhang and associ.ated cos't gels removed which leads 
to economic efficiency in the sector. 

Rccon1mcndation of the .I oint La"\\' and Fitnunt ( 'onnnittcc 
meeting on 04.01.19 

The 1::>-::;u~ was. dis.<Cus.sed n1 detrul along w!th data analysis pt'e~e.~led by vru Jous Scac es 

Tbc CoJrulu11~c not~ followmg o.d•;.:mto.g::s 
of The :PJ o-posal: 
CJ It ~ •• •••ll r1i~'-~ rl• ~'- r;n. "tnu·l tUf' for 

r.esJdeJLtkll lwuses. partkul.m·L)• from 111~ 
COIJ5lU!!lCrs" persp~tl'\'C: 

r.::J It ; JI I(I I"I'"HI'"~ rtll· l' lllllt• J' It 111"1111\t'l' t}Wtt 
bui.Ld.er~ il~e uot pl\..,;.,btg tbe beuefit of 
lTC to the ctLstomers: 

0 it pro•nde-s bE-tter perc('ptaon (optLcs) 
of tJ~ 111Te oft:IX1!1i<Jo O.ll l'ea l e;,.t~te: 

Q It will ~ rl llUip to purcba:-o~ of fi:U\ a:s 
the bu~·ers at pr~ot BTC dissuaded by 
the lt::adtim~ mte of GST. 

CJ Pmblem"' of" i:ftteL11Wdi;l1e tax like TDR 
~et > addJ e>Yed 

F oUm\·ing cmLC-ems w~r~ express~ m t1L:: 
C'~JJnminee: 

CJ It ''~Jl Lead to prrn· t·1-. ofJe~idemi~l ~<:tOol. 
pani<;:ul~d:_.· iu tbe Low~r <;:o..,r ~$:LtleLlt. b1 ,.'te\\' 

of tile fa<:t that tbe J).l eseut r~x Pit>'LU~JLt in 
c.1sh !5 le:;;s tbo.o ~% of tho:: gross \'B.lu~ wllil:: 
lLl tbe H-T)' higb end s::gl:llO::JLt tlterc mo.y be a 

l'';ld~ L<: tio.LL ill price:,: 
CJ Tl~~e m••rrnl cu• h•t•ur -hi•· by i:JLllodu.cjJl~ tJw 

ela~L;,.e of Lllio.i:uu1LU of 800~ pu1eba!)e fi.'OLU 
rcg1stcr~ taXJX1)'~rs 1.5 not as strong ,,s 
me.i.ntammg tbc ilttcgnty of credit flow: 

CJ To brin~ n.-;•1 f'~l;•1~'" iut n c" I wilL 1equue a 
jonn~~· i:J~ e:L:a<:tl~· tile oppo-:-ire du ection: 

...l <"nmJ~h•uw•· of compo)ire J))Ojects 
lTeridcotlal p lus commm:t R.l.) would b~comc 
d1ftlcult. 

In view of the above. the Joint Commjtfee recommended that the matter be decided 
in the CourJ.til. 
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Oecision before GST Council are:-

I. To levy 5>~~.-o mte of GST v.d.thout lTC on residential pmperty where n o 
completion ce11i6cate has. been is. sued for c ons.tl"'llction of all hou c;.es _ 

A.nother suggestion is . 

' GST @ 3% \vir bout JTC mf!y be prescribed for houses b~w:ing ~m.t uptn 1{,_ 

4~ lakh (111 metros. haYmg population l 0lald1s and above) and upto Rs.. 30 
lakhs. io othel' mea. And, GST @) 5(1, 1) fot' bou.i>es hflvin~ <:('1-S.l nmn· tl'mn 1{ .. _ 

4~ lakh~t. 1u metros. (aud Rs.. 30 lakh s. for othel' areas) . 

") Key s,11 feguflJd of SO·~ ~ pnt'dla.s.e from re~is.rered s.uppliel' and tax on RCI'vl 
basis. ou purcbases les.s rhnn tl:u.es.hl'~ld limit may be appro...-ed. 

3 . To exempt transfer of development nghts (TDR)_ developmeut nghts m 
.IDA Ol' any otbel' similal' ri~t for l.'es.ideutial pro·perties 

-

Decision before GST CounciJ are:-

4. The scbesne \vonld be co.:npnlsory for Lesidential.,; ons.trncriou fol' \vbich 
completion celiilicate ts not issued_ 

5. Thi~ pt'Ofl'()S.£11 sh8 U he implemeuted fi'L)m 1 ~r Fe bt'ltcuy. 2 n 19 ll s pet tbe 
detailing doo~ by the Fiunem Committee 

v; 
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\ 

Page 78 of92 



b 
a_ 
w 
0 
~ 

0 
0 
a:l 
<( 
z 

MINUTE BOOK 

Annexure 7 

Use of RFID Data for Strengthening enforcement of 

e-WB System under GST 

A report by GSTN 

PPT Prepared by GSTN and GST Council Sectt. 

Backgr,ound: Committees and Task Force on the issue 
Task Force on seamless road transport connectivity: 121h Meeting of GSTC 

• Officers from different ministries and State Govt: Chairman Sh. Arun Goyal, Special 
Secretary, GSTC 

Relevant Terms of Reference · 

• To examine the possibility of integrating the e·Way Bill system with the VAAHAN of MoRTH 
• To recommend data sharing protocols with agencies and a uniform risk=assessment 

strategy 

Recommendations of the Task Force (Tabled in 18th Meet,ing of GSTC on 21.07.2018) 

• Real-time updating of data by all RTOs in VAHAN database 
• VAHAN DB could be integrated with eWay bill DB 

• e-Way bill to be generated only if veh icle fit to play as per VAHAN database 
• State permits, National permits fees· integrated with Annual Fitness Certificate 
• Recommendations for future: 

• MoRTI-1 to m<Jno <.~te fitment of GPS b<!seel Vehicle Tracking System (VTS) devices 
• In GST Acts - a provision to ca iHot-informatlon from NIC and the GPS service providers 
• GSTN t o establish a control cent re to track the movement and give inform<Jtion on re<JI ·time basi~ 
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Background: Committees and Tas_k Force on the issue 212 

Committee Headed by Dr John Joseph, Member LBIC on Integration of: 
• FAST·ag program (NHAI) with e·Way Bill 

• LOB program (DMIDC) w ith E·seal of CBIC & FAST·ag program 

• Committee co-opted officers from NHAI, I HMCL, NPCI, GSTN, NIC and DMIDC 

Relevant Recommendations 
• Use of FASTag and sharing of data by NPCI with E-Way Bil l system as FASTag: 

• More than 25% penetration of toll collection (In value) In just 18 months 

• Infrastructure- already pre~ent at the major NH toll plazas and in progress on other Highways 

• uniformity and lnteroperability 

• Advantage to St ate tax/ Central tax Authorities 
• Savings on creating a parallel RFID infrastructure. 

• FASTag data merged with e·WB data - could generate alerts for probable violations of GST 

• Removal of operational inefficiencies 

• Inter-Ministerial Committee (IMC) duly aided by technical experts required to come up 
with a comprehensive implementable road map. 

RFID: in Electronic Toll Collection System 

~ -· 

_ ___. RFIO Based System 
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RFI D based e-Toll Systems 

RFID Tag 
• Unique number 
• Does not have vehicle number 

• mounted on windscreen 

N PCI DB- table of Tag Number and Vehicle number is kept fore-toll 

On a toll Plaza, RFID readers read unique id number of tag 

Unique RFID tag number- shared with server (like NPCI of e-toll) 

Server deducts appropriate amount from linked wallet/ account 

How RFID data could be used byE-Way Bill System 

I e-toll 
I. Reader reads data on RFIDTag 
• Shares it with Central Server 
• Deducts toll from linked account 
• Transmit data to e-WB server 

• RFID Tag, 
• Vehicle RC No, 
• Direction of movement etc. 

J 

r 
e-Way Bill Server 

• Receives Data from e-Toll Centra l 
Server 

• RI=IDTagNo 
• Vehicle RC No. and movement 

• Compares it with eWB Data Base 
• Whether e-WB Issued or not 
• Retrieve the linked Invoice details 

~fl 
• Generate Report 

-------, r- Strengthen ing of enforcement 

1
stage 1· Passive Risk based use of data 

( !age 2- Active -Real time I nterv_e:i=-
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Stage 1- Passive Risk based use of data for enforcement 

Generation of Risk Based Reports 

Suggested Risk Parameters: 

• Commercial Vehicles crossing the Toll Plaza/border without EWB; 

" EWB generated but 
• No inter state movement of vehicle 

• e-way bill cancelled while crossing the border 

• e-way bill rejected by consignees while crossing the border 

• Crossing border more than once 

• Generated against vehicle but no inter-state movement during the life of the EWB; 

• EWB Rule 138(9) - e-way bi ll not to be cancelled if it has been verified 

• ODC EWBs veri'fication through weight in the weigh-in-motion systems 

• Use these reports for Survey and Anti evasion cases 

Stage 2- Active use of data for enforcement 

Generation of Reat Time Alerts 

Separate intervent ion team located downstream {distance of 200 - 300 meters) 

Risk based vehicles detai ls to be forwarded to intervent ion t eam 

Infrastructure Requirements: 
• Computer system of GST department for receiving RFID data from RFID Server 

• Readers witn Internet connectivity b/w e·Toll system and e-WB system 

• GST Computer to make a call t o eWB Server and seek detai ls of invoices linked to tne EWB 

• Inf rast ructure for ident ification, detention, checking and parking 

• System requirements for NIC - no. of cal ls made to e-WB Server 

Scenario of usage of information: 
• EWB is Invalid/expired/cancelled and other scenarios as suggested at previous slide 

• EWB is valid but tagged to sensitive commodity for which decision has been taken by department 

• Random check 

(No one has t his t ype of system so far) 
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R~IO Reader Is connected to Facili tat ion C!!ntre wh•ch 
Pulls records of e-Wav Bill connected with the RC of Truck 
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- - -- - - - -

Current Status: Existing Systems in States 
Karnataka · 

• 41 RFID readers installed and integrate • SPV - Maharashtra Sorder Check Posts • Proof of Concept (PoC) in itiated for 
the· data in the Mobile M<magement Netwol'k Limited ~MBCPNL) formed to capturing data on NH and ~torlng 11 11'1 

build ~nd operate Z4 modernized ar~d centro! Server 
Syst~m (MMS) of U.P. Gov~mment. 

mtegrated border check posts. • aim to explore use of unmanned RFIO 
• The MMS contains detaHs of frequent • Participating Deptt Oepatt of reader to monitor movemeflt of 

defaulters Transport, Depart of Sales Tax ar~d vehicles, 
RFIO and MMS data to throw up the Oepatt of State Excise- • Focus on the movement of vehtcle on 

instances where lnteM!ntton req utred • 18 out of 24 border checlo:. ports roads where no toll booths/ check posts 

by tile MobileSql•<~d. 
funct ional & R~IOs dlstt~buted free • find challenges •n Installing and 

• MBCPNL shares data th rough API with managing unmanned RFIO reade rs 
• 150 mobile vans NIC ilS part of pilot project. • PoC now extended to 4 ~trategic 
• Ttme gap of 4·5 days in gett<ng eWB • NlChasdeveloped report~->Jva1lable on locations, and reports being generated 

data . Her~ce using it for risk profiling of the dash boord for the use of the officers 
entities based on RFID i.'lnd eWB data • No permanent flyu'lg $Quads and· API integtatlorl with the tenttal ~erver 

i emphasizes on use of technology in i> underway 
compar son. optimal way for risk profilir~gof entities. Llm•tation: Real ttme intervention not 

Limitation: lnter·operablhty· RI'IO readers l. -1 t' R 1 " fo t d f •m• a 10n: ea .. me en r.;emen planne as o yet. 
in>talled Ciln read and ret<;~ in FAST-ag data tn terventlon not planned. Advantage: Data for passiVe risk profiting 

but not vice-versa Advant<~ge: Data can be used for passive of entities based on eW6 data as well as 
Advantag~: Real time er\fortement fl$k profthng of en tities based on EWB data RFID system. Can be upgrad!l;d for real 
anterventlon planned. timP intPr'\tP.ntinn 

NPCIIntegrated vs Standalone State System 

NHAI/ NIC 

• At 440+ Toll locations 

• More than 35 lakh tags issued 

• Due diligence done by NHAI 

• Can be integrated with E-Way Bill 
System & GST System (tech options 
worked out) 

• GST System do not have to invest 

I· 
1 .• 

Enable near real time sharing of 
info of National Highway vehicle 
movement withe-way bi ll system 

Standalone by States 

• May lead to non-interoperable 
system 

States will have to invest in 
complete infra 

• Reinventing the wheel 

• Uniformity in GST Lost 

- ---------
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- -

GSTN Recommendation 

Fact: MoRTH has notified RFID as Mandatory on all Commercial Vehicles (CV) 
manufactured after 01.12.2017 

Recommendations requiring approval: 

• To make it mandatory under GST Laws: CV mfd prior to 1/12/ 2017 to have RFID Tags 

• Integration of FASTag-IHMCL -NPCI system with e-WB System 

• Design and operate System in 2 stages: 

• In it iate with Stage 1 (Passive Risk based operations based on analytica l reports) 

• Graduate to Stage 2 (Active real time intervention based on live data analytics) 

• Making FAST~ Tag of NHAI/NCP/ as the RFJD Tag under GST; 

• NPCI may be directed to re-examine the cost of Togs and revise it downwards. 

Considering the security aspect NPCI-NIC-GST System connectivity be established 
over MPLS leased lines 

- -

Issues arising out of GSTN Recommendation 

Requires Inter ministry operations 

Adoption of FASTag 
• Timeline 
• Legal requirements 

Existing non-uniformity in e-WB exemptions 
• 13 States e-WB exemptions beyond recommendations of GSTC 
• Enforcement issues 

Uniformity 

Inter-operability of existing systems 
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Data that will be shared by NPCI to EWBS/GST System 

Data will be shared through A Pis 

Note: Weigh in Motion data will be :;hared subsequently, when the systems have been installed 

NPCI- NIC Integration APis 

• EWBS to get the Toll crossing transactions in real time. (NPCI 
will send bulk transaction data as and when needed). 

• The summary reports to be generated of the transactions 
grouped by toll plaza i.e. count of transactions at each and 
every toll plaza. 

• NPCI will update the Toll plaza and TAG id data periodically 

• Masters to be given ab-initio 

• Connectivity to be provided by NPCI over NPCINet. 
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• RFID tag is mounted on the vehicle's windscreen. 

• As the vehicle reaches the toll plazat a unique identification number 

that is embedded on the tag is read by roadside RFlD reader. 

• In one type of system, the amount pre-fed in the tag gets deducted and 

the boom barrier opens. 

• ln another case, the unique number of tag is sent to a central computer 

(RFID Server). 

• Applicable toll amount is deducted from a prepaid account that is 

linked to that particular Tag. 

• As the vehicle reaches the toll plaza, the unique identification 
number of the tag is read by RFID reader. 

• The Unique number of RFIO tag is shared with Central server 

• If e-toll of NHAI is used then their server (run by NPCI) will share the 
RFID and connected Vehicle data with e-way bill Server 

• E-way Bill Server will then retrieve e-way bill details (whether 
issued, live and commodity details etc.) 

• The data retrieved by EWB System could be used in two ways: 
./ Offline 

·--./- Online-----------------------------~ 
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Stage -1 (Passive Offline Operation) 

• The e-way bill system will generate various reports for the officers of 
the tax departments: 

• EWB generated against veh icle but no inter-state movement takes place during 
life of the EWB; 

• EWB generated but while crossing the border, e·way bill validity expired ore
way bill was cancelled ore-way bill was rejected by Consignees; 

• Commercial Vehicles crossing the Toll Plaza (border) without EWB; 
• Vehicle having EWB but crossing border more than once before expiry of 

valid ity period on same EWB. 
(Maharashtra and Karnataka have run this on pilot basis) 

The EWB rules 138(9) provides that an e-way bill cannot be cancelled if it has been 
verified in t ransit in accordance with the provisions of rule B8B. RFID data may also 
be considered as verification of the movement of goods and disallow the cancellation 
of EWBs whose movement is ascertained from RFID data received by EWB System. 

Option-2 (Online) 

• Like speed checking by traffic police 
• The enforcement team located 200 mtrs downstream can get info 

about a commercial vehicle passing the RFID reader whether it is 
having valid e-way bill or not. 

• Stop those vehicle which are not having eway bill 

• In case eway bill is valid, they can seek invoice details. 

(No one has this type of system so far) 
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Pre-requisites for this Option 
·• Need readers to be installed and connectivity till the place 

where enforcement team will be located (This is like radar 
based speed checking system of traffic police). 

• There should be enough space for trucks to park when they 
are stopped. 

·• Mechanism to stop one truck out of many. 

• NIC needs to know how many que·ries will be made from all 
such RFID reader points at any time. This is required to 
design the system to handle online query coming from RFID 
System. 

• UP'ssystemisifii·U~-•-

Readers installed by UP 

The reader:s au: 
irtstoi/INJ over each 
/Qne. 

They qr.e able to 
detect the vehicle 
itt o 45 degtee cor~e 

Muftlp/e readers 
are instq/Jed with 
over/qp. 
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Parameters 

Whether vehicle can be stopped and checked in real t ime near No 

the toll plaza where RFID reade r is located 

Option-1 Option-2 

Yes 

Availability of checking team at Toll Plaz.a to stop the vehicle Not Required. Analysis will Required, 200 to 300 

be dofle a t the b<ttl<end m~ dowMtream 

Retrieval of EWB data from EWB System based on Vehiele RC No 

number tagged to RFIO in real t ime 

Internet connectivity at Toll Plaz.a 

Computer system and software for retrieving the EWB data 

from EWB System 

Availability of parking space downstr4i!am t he toll plaza for 

stopping the vehid es for checking 

Yes 

No -

No 

Separat·e IT Infrastructure at EWB System to handle lakhs of No 

queries coming to it with vehicle number from to ll plaza to 

retrieve EWB data 

NPCIIntegrated EWB System 

RFID TAG Standard 

• As approved by MaRTH 

• FAST-Tag of N HAl 

• Make it mandatory under GST law 

Yes 

Yes 

Yes 

Yes 

Yes 

• Exchange of weight from NHAI system to check misuse of EWB for oversize 
cargo 

j What to avoid 

1

• Disparate systems 

NHAI has launched FASTags thru petrol pumps fm 7u' Jan 2019 to extend the reach and 
make it w idely available. 
They have also discovered price of RFID Tags which is much lower than earlier price 
d iscovered by NPCI and Banks 
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UP State RFID System- capture by NPCI is not possible 

Sta tes who hove set up the RFID 
svstems ore not integrated with 

the NPCI system and hence ore 
unable to get vehicle number, or 
vehfde location 

alone State wise 

systems. 

UP State RFID 
System 

This RFIO is not a FASTag, 
since lt does n ot can{orm 

to GO/gazette no tification 

Proposed RFID based System- To integrate with EWBS & GST System 

NPCI cnr1blt!slo associate an RFID 

,1'"-...(--y- y -·\ 

4 TN.02A XXYY 5 ) , 

To on actual vehicle. 

RFID Bas~d Sy~tem N;=:CJI ~ ~- EWayBiii Sy~-.<; 
Time : 20mins ~( 

Mobile Enforcement ... 
by S!ali.'S and C('nf('r 

- ··-~ -...... ...... 

1 ~1 
1.. ~ 1 

to pass lnfa to EW85 '\....._ ' 

GST SY$t em 

Prepare reparrs, 
A.nolytics for 
States 
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Annexure 8 

Quarterly Report of the NAA for the Q.E. December 2018 

• Rule U7(iv) · requires NAA to furnish a performa nce report t o the Council 

• 301" Meeting of the GST Council {28.09.2018) • Ch•irrnan ~Ms•·-e 1" Report 

• znd Report QE 31.12.2018, 
08 and ~resh re-ceipt 
Dispo~al 

CB 

Details of disposal 

:70 ca~es 
:33 cases 
:37 c:as.es 

i\i'os: ··~"· ~ Amount {in liS tr) 
cases where proflteerlhg:establlshed >:'~'· .. , . .c·, .. :·;p ;'.s::~;:_' ,:y-:-:"{'?4259 

Cases where profiteering not ~s~al>li.shed ;t{:Cc' ,:-' ' ':f .,''f~4?1{. (iJ'}.~"(S'Nlt YJ·< ::. '~ 
'cases referred 'back to:DGAP ~ -- ". _, I i3 i . Nil . 

• Major cases-

• M/s Hindustan Unllever Limited (Rs. 534.89 Crl 
• M/s Hardcastle Restaurants Private Limited ( Rs. 7.59 Cr) . 

Other Activities of NAA 

• NAA organized 3 Zonal meetings on Anti-profiteering 

• Varanasi on 23·d November, at 

• Cochin on 21-22. December 

• Mumbai on 281~ December, 2018. 

All headed by the Chairman NAA wherein the Central and State GST officers were present. 

• Chairman attended: 

• Interact ive sessions on GST Anti-profiteering w as ·organized by Cll at Mumbai on 4th October, 2018 

• 15th Annual India Ta>c Workshop 2018 organized by Cl1 at Goa (24- 25 Oct, 2018} 

• 156 complaints received via different media and appropriate action taken thereon 

2 Email 44 

~ Phvs.ic:.al (by p.ost} 13 

4 l.oca I d rcle {An online porta I for com plaints and other consumer issues.l 16 
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