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Implementation of GST
*4, KUMARI SELJA: Will the Minister of FINANCE be pleased to state:

(a) whether Government is proposing to bring Goods and Services Tax (GST)

Bill for legislation in the current session of Parliament, if so, the details thereof;

(b) whether the implementation of new GST will entail considerable loss to the
States, if so, the details thercof;

(c) whether any discussions took place in this regard in the recently held State

Finance Ministers Conference, if so, the details thereof; and

(d) whether some State Governments have requested the Central Government to
compensate the loss that they would incur on implementation of new GST, if so,
the details thereof?

THE MINISTER OF FINANCE (SHRI ARUN JAITLEY): (a) to (d) A Statement
is laid on the Table of the House.

Statement

(a) to (d) The Government has already introduced the Constitution (122nd)
Amendment Bill, 2014 in the Lok Sabha on 19.12.2014 for amending the Constitution
of India to facilitate introduction of Goods and Services Tax (GST) in the country. It
is proposed to take up the same for consideration and passing in the current Budget

session of the Parliament. The salient features of this GST Bill arc as follows:—
(6)] subsuming of various Central and State indirect taxes and levies;

(i)  dispensing with the concept of °‘declared goods of special importance’

under the Constitution;

(iii)) levy of Integrated Goods and Services Tax on inter-State transactions
of goods and services;

(iv) levy of an additional tax on supply of goods, not exceeding one per
cent in the course of inter-State trade or commerce for a period of

two years;

(v)  conferring concurrent power upon Parliament and the State Legislatures

to make laws governing goods and services tax;

(vi) coverage of all goods and services, except alcoholic liquor for human

consumption, for the levy of goods and services tax.
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(vii) Petroleum and petroleum products are constitutionally included in GST,
but will not be subject to the levy of Goods and Services Tax till a
date to be notified on the recommendation of the Goods and Services
Tax Council.

(viii)) compensation to the States for loss of revenue arising on account of
implementation of the Goods and Services Tax for a period which
may extend to five years;

(ix) creation of Goods and Services Tax Council to examine issues relating
to goods and services tax and make recommendations to the Union
and the States on parameters like rates, exemption list and threshold
limits.

GST is expected to improve the generation of the revenue of the States. However,
due to a shift from origin-based to destination-based indirect tax structure, some States
might face drop in revenue in the initial years. To help the States in this transition
period, the Centre has committed to compensate the States for all the losses suffered
by them on account of implementation of GST for a period of five years on a
tapering basis. In the long run, the revenues of all States and Centre are expected
to grow duc to widening of tax base, better tax compliance and enforcement, and
growth in the economy.

In the month of December, 2014 two meetings were held with State Finance
Ministers on 11.12.2014 and 15.12.2014 to resolve the contentious issues hampering
introduction of GST. In terms of broad consensus arrived at in these two meetings,
the Government introduced the Constitution (122nd) Amendment Bill, 2014 in the Lok
Sabha on 19.12.2014 for amending the Constitution of India to facilitate introduction
of Goods and Services Tax (GST) in the country.

KUMARI SELJA: Is it true that for the last five years, the Gujarat Government
was bitterly opposed to GST? What has happened for this change of mind suddenly
that they are strong proponents of GST now? Some States still have strong reservations
about this new Bill. What is the Government doing to address them?

SHRI JAYANT SINHA: Mr. Chairman, Sir, the GST process has been underway
for many years. It was initiated in 2007 during the UPA regime. An empowered
Committee was set up, like it had been done during the promulgation of VAT
Now this Consultative Committee, the Empowered Committee of the State Finance
Ministers has been working through a number of issues. It has been a very good,
a very deliberate and thorough process by which we have managed to resolve many
complicated matters. I would like to assure the House that this is one of the most
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fundamental, if not the most fundamental, reforms, to the taxing powers of the Centre
and the State. We can imagine that when we take on something which is going to
change 50 or 75 per cent of the tax revenues of the State and perhaps 40 to 60
per cent of the tax revenues of the Centre, it will require elaborate consultations.
There will be specific issues that will come up in each State. As for the question
that the hon. Member has asked relating to Gujarat, Sir, Gujarat is a manufacturing
State. GST, you must understand, is a destination tax, not an origin tax. So we
arc moving very much from an origin-based system to a destination-based system.
If you arc a manufacturing State, where most of your tax revenues are generated
because of the manufacturing that is originating from the State, and you move to
a destination-based taxation system, there are going to be big adjustments that you
have to make. In the situation of Gujarat as well, they have also invested massively
in their infrastructure so that they can in fact be the best manufacturing State in
India. So, when you move from one regime to another, they will, naturally, have
issues and concerns. Now, as I said, we have had a consultative, a thorough and a
deliberative process. And through the intervention of the hon. Finance Minister, in
two very important meetings in July and December, these issues, that Gujarat had
brought up, were raised fully. These have been discussed and we have come to a
Resolution on that, in part, by introducing a tax on the supply side as well, which
is a part of what was decided in December. So, through all of these discussions
and deliberations, by being flexible and by understanding of the situation that the
States are facing, we have come to a consensus which, I think, is satisfactory to
all the States. Of course, like, in the case of Gujarat, there were issues relating to
Maharashtra, Punjab and Haryana. These were very specific and particular to those
States. But again, because we have heard through this in a very deliberative,
consultative and a flexible manner, we have been able to resolve all those issucs.

KUMARI SELJA: Sir, I am glad that the Gujarat Government is now on
board. Sir, as per the information provided in the main answer, we understand that
petroleum and petroleum produces are partially or conditionally exempted in the new
GST and the Government, in a spirit of large-heartedness — pardon my pun — has
also exempted alcoholic liquor for human consumption. So, would the hon. Minister
throw some light on the reasons for that?

SHRI JAYANT SINHA: Sir, the pun is pardoned. What we have done is, as
I said before, we have to be flexible in all of these...

PR Feol: IR W IR AU I fHan 2, 91 98 959 =gl 91 @l

sft sga faeen: <Ray, MU TRTT BT HET SoRI & U9 | IR & vy F Aifoai
3TET-3TelT &1 $afely &9 &Y Wg d1 fyaiRe dR W I flexibility <+t =1fdy fas
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g fola o % IR19 & |1 @1 ER0 MY AR & 9T BN H IR & g |
PTH! T I g8 B, SAMIY 84 BX IS B IT flexibility <1 =MRT 3R &7 &t
21 ¥ o & Qv o ue! a9 § . (EE)... 3MTS T BT 3 A fa
...(TFI).... ST 3ATIR] ST UHE el 37Tl Sir, as regards petroleum, as I was
saying carlier, we have to take into account the fact that tax revenues are going to

be significantly impacted for the States. The decision that has been made, after due
deliberations, is that petroleum will be included in the GST Amendment. We are
going to then proceed, through the discussions with the GST Council, and decide,
as and when required or necessary, when the States feel that the transition period
is over, and then there will be GST applied to petroleum as well.

sft e sETe: Al S, g T A S 99 W IMYET 9 &) € fF
SHTATT & AN 8F ¥ sl &1 g dTell 81 @ gid 721 gifll 59 & forg amue fag
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SHY o Y=Y 95 9¢ U1 VAT B9 IgHE § fF 59 9% 59 89 Siwwel ol W
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¢ NaSl 98 Sl § 3mexviiy wew B R fedr arsdr g fe gFl adie
& HIFH ¥ W, d1 98f W 9 €

SHRI TIRUCHI SIVA: Does Tamil Nadu come in that?

sft SEiq faeen: el 9% diead] $1 8, WA B JHAE Ud e 9 ol
I 9T S WRAR off, S vty form e 6 vt o1 w9 fear smom sk S
IR ufcrerd o SUBT &1 ufaerd wF fdHar Tar o, S oY B BT &) off| |rer-wrey
T ft a3 fhar T on f& A w1er W dre §, 9% hn WER I T§ HE WIR
BI A1 AT, S YUY AYPR BT Mo o, e S 8 faan 9 Al |9 3@ 93
fBar &, @i e SHTAe] &1 aF] $1 8, ST Q9 & e 3R Safd & oy agd
SR %, SAfoly 89 A 7 wEl § &6 S it $© a1 €, 89 Si) 4 3R g4t |1
H 9 11000 BRIS BUT GBI UG fHar g1 89 98 o) <, o 6 =i a1
YR B 6 S8 g WRBR STd GY BE B Q! 8, uren] T & 2

DR. ASHOK S. GANGULY: Sir, first of all, through you, I want to compliment
the progress made by GST up till now. But the issue is much more fundamental

If every Bill of such importance and revenue generation is going to seek unanimity,
it becomes very difficult. Therefore, my suggestion is, and maybe hon. Minister is
already following it, that if there is a core GST Bill and if there is a peripheral
issues Bill connected to it, and it is left to the States that if once they accept the
core GST Bill, then, the peripheral issues affecting each one of them might take a
certain time dimension for them to conform to. Then it is likely that such critical
and important Bills which have been sitting on the back burner for such a long
time can be passed more expeditiously. I would request, through you, a response
from the hon. Minister.

SHRI JAYANT SINHA: Mr. Chairman, Sir, I would say that ever since our
Government has taken office, this Bill has not been in the back burner. In fact, it has
been on the front burner. We have taken it up expeditiously and it has moved very
quickly due to the intervention of the hon. Finance Minister, and as I said earlier,
that the process has been consultative, yet flexible. The legislative process moving
forward is that we have to pass a Constitutional (Amendment) Bill. Hopefully, we
will do it in the Budget Session. Then it will go to each of the States which will
then have to approve it. Fifty per cent of the States have to do it. Thereafter,
coming to the hon. Member’s point, there has to be a GST Bill that has to be
passed in cach State. Now obviously the Bill that is passed in each State, taking
into account the circumstances in each State, has to be guided by what the GST
Council is agreeing to on various rates, exemptions, thresholds and so on. So there
will be a process after the Constitutional Amendments are approved by the States
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where that kind of tailoring and customization in each State can be done along with
consultations with the GST Council and that I think will be able to address the very
specific circumstances pertaining to each State.

R &1 § STaey iR e e
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