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SHRI SASIKANTH SENTHIL (TIRUVALLUR): Hon. Chairman Sir, the Health Security
Se National Security Cess Bill is named in such a way that nobody can object to it as
there can be no objection to health security or national security. But the devil lies in
the details. We also had a lot of discussions and many of us were discussing about
this Bill and it is going to serve its purpose. When we read this Bill, I was very
curious to see what kind of national security and health security mentioned in the
Bill and it is given in sub-clause (7) of Section 3 in which the purpose is completely
delegated.

The Central Government may specify such activities, schemes and programmes for
national security or as the case may be for public health as may be prescribed. So,
there is no clarity about what national security scheme is and what health security
sheme is. This has to come through delegated legislation.

Secondly, if we see what kind of items the cess is laid on there is a provision in
Clause 34. In Schedule 1, there is pan masala. Along with that, there is also a
provision for the Government to add any more goods and that any more goods is
through a notification. That is not going to come under Parliamentary control. In



Clause 34(2), it says that every notification issued under this sub-section shall come
to the Parliament as soon as possible. Now, what is this as soon as possible?

Sir, the point I am trying to make in this Bill is the cess, which is a complete blank
cheque being asked from the Parliament. There is no clarity in this Bill. There is so
much of delegated legislation. Any product could be added through a notification
and any changes could be through subsequent delegated legislations.

I also want to seek one clarification. In the last Bill, when I was talking about the
Bill, I think, in the reply, hon. Finance Minister has taken my name multiple times
regarding my statement on the floor of the House about the compensation cess
being extended for three years due to Central Government owned loans.

My intention was very clear. There is a context to this. When there was a shortfall,
the Centre asked the State to take a loan. Non-BJP States said we will not take the
loan and for that, the Centre had to take a loan. So, it is Centres own loan. It is a
fact stated by hon. Finance Minister. I again reiterate the fact if there is any change
in that. So, I was not mentioning any unrelated loans. It will be very childish for me
to say such things. So, I want to reiterate this fact also.

In this entire Bill, there are sections which are so harsh. If you see the penalties and
criminalization, they are five years and after that, there is a presumption of
culpability and culpable mental state. Previously I saw this clause in PMLA. Why
such harsh penalties are there in this Bill? Is this the Ease of Doing Business? This
cess is also on the machines. It is not on the production. Anybody who owns the
machine will automatically be a taxable person. It is the capacity to tax which is a
bad thing.

6THE MINISTER OF FINANCE; AND MINISTER OF CORPORATE AFFAIRS
(SHRIMATI NIRMALA SITHARAMAN): Thank you very much, Sir.

There were 35 hon. Members who spoke on this Bill. I think, 30 of them spoke
yesterday and five of them have spoken now. Sir, by normal course I would have
gone back to say a few words about how we have introduced this Bill and so on.
But, I understand from Members that there is Private Members' Bill time, and as
much as possible, if I can reduce my response, I will try to do it. I will, therefore,
avoid going back to talking about what exactly I said yesterday at the time of
introduction, and give more importance to responding to the hon. Members. It
may appear as if I am abruptly beginning my reply but in order to accommodate
the request for Private Members' Bill time, I will start with the responses. I do not



want to do injustice to any Member who has raised any issue, and, therefore, I will
focus on that rather than going back to talking about the Bill and its objective and
purpose. Some of the questions, which hon. Members have raised, I will try to
address them as well in my reply.

So, I am not going back and talk about the purpose of the Bill; it is a cess and not a
duty; I am not going into that. But, I will have to, of course, speak on the aims of
the Bill. The cess, which gets collected, a part of it will be spent on public health,
and the other part of it will go for defence related purposes. Of course, there are
Members who have spoken about it as well. So, I am giving a clarification.

The issue of public health is a State subject whereas national defence is a Central
subject. It is very clearly defined in the Seventh Schedule of the Constitution. So, in
this day and age, where credible defence capabilities are absolutely critical for
national defence, we need to raise resources to buffer the defence requirements.
Also, the modern conflicts are dominated by precision weapons, autonomous
systems, space assets and cyber operations. They are becoming capital intensive.
They are becoming such in nature that unless you periodically update the
technology, they are not even ready for a modern-day warfare.

From the ramparts of the Red Fort, hon. Prime Minister had said about Mission
Sudarshan Chakra, which means, building a wall of security around the country's
key locations. So, now the warfare is not just in the borders, but key locations will
also have to be protected. Industrial and public sector undertakings are all heavily
invested in, and we need to protect them. The enemy should not be given any
chance to penetrate. If the enemy does, our Sudarshan Chakra will destroy them.
That is the capability we want to bring in.

Sir, you must be aware that during Operation Sindoor, how our three Forces
worked together using signals, drones and all kinds of digital technological
advances that we have. We had neutralised the targets without our troops even
crossing the border.

With our active role, there was no civilian casualty here and across the border. The
humanitarian line was also very clear. This is actually the reality of modern warfare.
Technology is so advanced that you need to constantly keep updating it. Tech-
driven precision was displayed during Operation Sindoor. Precision is the key word
in which we need to invest, for which we need resources and we need to
understand that it does not come cheap. Therefore, more resources towards



specific objective of strengthening defence will have to be made and cesses are
normally those taxes which come with specific objectives stated upfront. That is
why, cess is being levied. Therefore, this offers us a feasible mechanism to
strengthen both citizen's health and military preparedness.

Now, what is citizen's health? Public health is the State subject, and if money is
being provided for public health, it obviously goes to the States in order that they
are able to help people stop using these harmful demerit goods or building
awareness or supplementing their medical requirement and so on. That is the
purpose, intent and also the way in which this cess is being levied and will be used.
We are only taxing the demerit goods. This cess is not for anything else. The
incidence of this tax is going to remain the same, largely as it is prevailing now.

When I explained the point about excise duty earlier, I explained as to what is the
World Health Organisation's affordability index in using items like cigarettes. They
are far below the global benchmark, and therefore, we have to increase it so that it
does not become affordable for people who are using these demerit goods.

Sir, I want to have a word on the scale of the tax reform. Now, I heard the hon.
Members saying that this Government has become so desperate that it wants to
raise taxes through such cesses and levy a tax on pan masala, and that too levy tax
on pan masala for defence. Have you become so desperate? I just want to respond
to them. It is the duty of any Finance Minister to raise revenue so that various
competing demands are met. But, here is the Government which has already given
away its fiscal space in very many ways within one year of coming in power. Sir, I do
not want to do any comparison, particularly, having achieved this kind of a level
with the hon. Prime Minister's guidance. Absurd levels of income tax prevailed in
this country. There was 95 per cent tax on income. My comparison with that will be
absurd. It is because within one year, we gave a huge reduction in income tax. The
previous number was Rs. 7 lakh and probably with all the other deductions, it
would have come to Rs. 7.76 lakh. The people earning up to Rs. 7.76 lakh had
nothing to pay as income tax. There were a lot of speculations, saying we will
probably go up to Rs. 8 lakh or Rs. 10 lakh. We went up to Rs. 12 lakh. Today,
people probably do not have to pay tax on income of Rs. 12.26 lakh. That is on the
one hand.

On the other hand, in the same year, with the approval of the GST Council, I am
grateful and I will never miss an opportunity to thank all the members of the GST
Council, which agreed for a sweeping change in the GST, we could make items



meant for common man cheaper. No item was excused across the board. Every
Member in the GST Council came together to agree for it.

So, that income tax, with no tax till Rs. 12 lakh income, actually has left Rs. 1 lakh
crore in the hands of our people. That is a fiscal space I had. I could have made
sure that taxes were collected even to that extent. No! That Rs. 1 lakh crore is now
in people's hands.

So, at no point in India's history, 1947 onwards, within one year, both direct and
indirect taxes have been reduced at this substantial level. I am happy to stand here
to say that I had the fullest guidance and support of the hon. Prime Minister that
we were able to do it. Now, at this time, when we are bringing a cess on a demerit
good, after having given income tax reduction and after having reduced the GST,
we are bringing tax on a demerit good but some Members are saying that the
Government is so desperate for revenue. I need to give money for Defence. Am I
taxing essential commodities of the common people? No. It is only on the demerit
goods.

AT gYUfa: #sd, Tah Bde 3fhd | AT GE@nATl, 3FR T ! Igafd g df Ursde awd
foet 39 fadae o= vt & fofa & g ferar smg?

3eh AT 9 & St & |

SHRIMATI NIRMALA SITHARAMAN: I am sure that not even one Member of this
House is suggesting that pan masala must be made affordable. (Interruptions) @g
37T 91 ¢, 318! a1d & | (@au™) So, they should not enjoy normal tax and no serious
argument exists to defend that kind of a thing. So, the money being collected from
pan masala is going for defence. Money is fungible. I will collect it, I will use it for
Defence, I will use it for road building, I will use it for infrastructure.

SHRI RAJEEV RAI (GHOSI): Please give us the details of where the funds are being
used.

SHRIMATI NIRMALA SITHARAMAN: I will give you the number wise-details, please
wait patiently. I will give you every number on every cess collected and where it has
gone. HeR =g} g, ifeh UTgde Arad foeT & g g, Akt IqehT Stara ot faehm | (sgaam)
Sir, therefore, collecting revenue and making sure your nation is well defended, is a
right duty of every Government and that is what we are doing here.

I just want to just flag how for want of resources our soldiers were left in the
Himalayan cold without boots, without woollens; and without even food



sometimes, our soldiers had to stay at the border. We do not want that situation.
We could not even procure artillery guns for a period of 30 years after that episode
of Bofors. Nobody had the courage to go and buy anymore because they thought
because of that scandal, anybody will mock them and accuse them. So, everybody
stayed back, we did not even procure. For 30 years, no artillery gun was procured.
And the fear of that image Defence means kickbacks made many Ministers not to
do anything and not to take any decision. Why? I do not want to get into that
vicious environment of defence procurement. Everybody stayed back. But in the
process, our Armed Forces were left without defence for themselves. They did not
have the guns, they did not have the boots, they did not have the artillery and even
for that matter, they did not even have enough ammunition.

So, that was the state. I can go to every detail of who said what at that time. For
reasons that we do not have money, we are not able to procure, the hon. Minister
had given that statement in this House. He had said, I am not able to procure
because I do not have money. I am not going into the details. But everybody knows
the moment I say this as to who I am referring to.

So, the capability gap that the Defence suffered from took a long time for restoring
that kind of a preparedness of our Armed Forces. The Kargil conflict suffered
because of that. Retired Army Generals have said how the Army followed a
bottomline approach due to budgetary constraints from the early 1990s. As a
result, the Army was holding only 70 to 80 per cent of authorized weapons,
ammunition, and equipment. We do not want that stage ever in India back again.

Sir, there are many instances. For the sake of the hon. Members who wanted to
quickly finish this and concentrate on the Private Members Business, I will only
qguote one C&AG Report. The Report came out in 2015, but it pertains to the year
2013. The Army's ammunition reserves were at a crisis level. Against the official
requirement of stocking 40 days of war reserves, 125 of 170 ammunition types fell
below the 20-day supply. Shockingly, half of all the ammunition types had stocks
for less than 10 days of intensive warfare, as of March 2013.

So, that is the level to which our Armed Forces were depleted of their resources. We
cannot afford that. Therefore, we want to ensure a consistent, regular, and steady
flow of income so that we are able to allocate that for Defence purposes.

There is one other example that always makes me feel very depressed. The 2011
Report by the C&AG painted a very dismal picture of our coastal defence, citing ad



hoc planning and a huge shortfall in manpower and equipment. The Indian Coast
Guard, entrusted with much of the coastal security, was operating at barely half its
required strength. Only 65 per cent of the needed patrol vessels were available,
and 48 per cent of the required aircraft were in service. So, that is the kind of
lacuna we faced. We do not want that situation. We should be able to provide for
our Defence far more efficiently and steadily.

Sir, now, I will go over to talking about particular Members concerns. Shri D.
Prasada Rao, Shrimati Supriya Sule, and also Dr. Prabha Mallikarjun raised an issue
stating that there are no details about the schemes for which the cess will be
levied. I think, many others have also spoken in a similar vein, mentioning that
there is no clarity on the distribution of the cess among the two objectives stated. I
want to clarify that Section 7 (1) of the Bill makes it very clear that the proceeds of
the cess are to be used only for two purposes, that are, strengthening India's
national security and supporting public health. This actually creates a complete
ring-fence framework; and that will actually be implemented for these two
purposes.

The Central Government will specifically prescribe the activities, schemes, and
programmes whether in the area of national security or public health for which
the cess is being utilized. I want to underline the fact that how funds are going to
be allocated across objectives will be laid out through the rules, about which
Supriya ji specifically had a question. I will explain that.

Several hon. Members like Dr. T. Sumathy, who's here, Dr. Alok Kumar Suman and
even hon. Member Supriya Sule had raised this issue. Does the Centre have the
right to even impose cess? Where does it come from?

The constitutional power of levying a cess rests entirely in Article 270, Entry 97 of
List-1, which authorizes the Parliament, not the Government of the day, to levy a
cess for a specific purpose. This is at. The residual entry empowers Parliament to
legislate on matters and taxes mentioned elsewhere.

Now, taking it further, the Supreme Court in one of the judgments on Mohit
Minerals case passed in 2019 has reinforced that the Centre can levy a cess
through the Parliament. But then, the final point was also further raised, saying,
You are going to do it all through notification. Will there be a CAG because this
money will go into the public fund, the consolidated fund? So, what happens?



Sir, I must humbly submit that a notification in order to levy a certain cess, the rate
particularly, is tabled in the Parliament. When the Parliament is in session, we come
and say it. When it is not in session, it is laid there for 30 days. It waits for the
Members of Parliament to look at it, and they can raise any objection or question or
not speak about it. Nothing goes beyond the Parliament on this.

I was even surprised to hear, Will the CAG audit or not? Nothing can happen
without the CAG looking at the financial matters. For a cess that is levied through a
notification, where the rate is mentioned, approval of Parliament is taken through
this Act. The notification comes out separately. But it comes to the Parliament. It
gets laid here. There are Parliamentary Standing Committees, Finance, the PAC, the
Estimates, internal audit mechanisms, everything exists. So, where is this fear that
CAG will not be looking into it? CAG also produces its report. Yes, I have heard
Members say it. So, please, utilisation from the Consolidated Fund of India is
subject to the highest level of oversight under the Constitution through the
Parliament, through the CAG, through the PAC, through the Estimates, and
through the internal audits. Nothing escapes from this Parliament when question
of the cess happens. So, I want Members to be assured on that. There should not
be any doubts in the minds of any Member about, Oh, this is a cess, it is a private
domain of the Government. No way. It is a complete domain of the Parliament, and
I am answerable here to pass it, get one rate and within that notify it. All
expenditures from the CFI, not only collection, are also subject to the CAG.

Then, I move to Dr. Alok Kumar Suman, Dr. Prabha Mallikarjun and D. Prasada Rao,
who said the structure and certain provisions like fixed cess, a cess on production
capacity rather than actual production, may open up a Pandora's box and be
detrimental to the sector. The sector is highly evasion prone. It is already taxed at
the highest rate by the GST at the consumption level. But that highest rate is not
good enough. It is 40 per cent, and GST has a cap. No item can be taxed beyond 40
per cent. That is one thing.

The other is, what is being produced is far higher than what comes out or
capacities exist, whether they come out or not, that is where the question of
evasion comes. That is why this is an evasion prone sector. Therefore, we did not
come out with production capacity as a new parameter based on which the cess
can be levied. Even the Central Excise tax gets levied on the production capacity.

It has been existing for a very long time. Excise law in this country is old, since
1944. So, the capacity based taxation is not new. Courts have also recognised that



this is an evasion prone area machine driven sectors such as chewing tobacco, pan
masala. Actual production was difficult to measure and therefore, capacity linked
levy as an administratively sound and legally valid method for collecting duty, has
been established even in the courts. So, this machine based duty is not new but
rather an established mechanism previously applied for tobacco and pan masala
sector also.

Sir, then Dr. Sumathy had raised this issue that the situation under which tax can
be doubled needs to be clarified upfront and the provision mandating no
requirement to come to the Parliament seems arbitrary. No requirement to come
to the Parliament does not exist, Madam. We have to come to the Parliament. We
have to lay the notification. (Interruptions) Ugat ¥9 &l Twiicha™ & folg IRARM Ad 8, i
T T B & gHI A giar 8 | 1 am sorry. My Hindi is very lay. (Interruptions)
TS 189, TH giar g, A7 U1 A6l ahgl, AfchT IR ...(cgay™) # sic 781 3 g | 39 B hrsik
g | U1 981 gla1 & - g A ohg fam iR & draa et e dast i mafer | Alright. That is
okay. So, the power to double the tax rate is only for emergency doubling.
Accordingly, the provision has been incorporated in the Act for prior sanction of the
Parliament. Similar powers exist in other taxation laws also. And what we are doing
now is nothing new or nothing unique. Moreover, this Section mandates that we
can do it in public interest only. So, we cannot be doing it just for some frivolous
reason.

Sir, again Dr. Prabha Mallikarjun, Supriya Sule Ji, and Shri Prasada Rao from TDP
said the power to add new goods to the Schedule without requiring to come to the
Parliament seems arbitrary and appears to be undermining the parliamentary
processes. We are seeking the approval of the Parliament for notifying more goods
to the Schedule. That is a power which we are seeking and this will be done
through notification.

Again, the notification comes, places itself, we place it in the Parliament and the
Members are given at least 30 days to have a look at it, and so on. Now, what are
these goods? Now, what are these goods which will be added in the future, if at all?
For example, Sir, pan masala that is currently covered is the one with tariff
classification 21069020. That is the HSN code number for pan masala. There may
be many different variants which may come up in the future due to ingenuity of the
industry. This should also be brought within the ambit of the levy. This would be
notified by the Central Government without the requirement of coming to



Parliament every time, each time. We notify that this seems to be very close to this
21069020.

Therefore, this should also be covered under the cess, the intent of which is already
mentioned. It is a demerit good. I cannot bring, let us say shampoo into this. I
cannot bring besan or atta into this. Demerit good which has probably some
semblance with pan masala or is a pan masala becomes evolved, it becomes
something else. There is a metamorphosis. (Interruptions)

The objective itself says it is only a demerit on pan masala. You want the word
demerit put onto it. This would be notified by the Central Government without the
requirement of coming to Parliament. That is one thing I want to explain even as I
am responding to Dr. D. Prasada Rao. Metamorphosis is a product of ingenuity.
What appears today as pan masala can appear differently tomorrow, with a
different name but am I then not going to be able to collect tax on it? I need to.

On this issue of demerit, the Statement of Objects and Reasons makes it clear that
the proposed cess is carefully confined to the production capacity of a specific
demerit good, namely pan masala. The intent is unambiguous. The cess is limited
to demerit goods such as pan masala and is being applied only where there is a
clear fiscal space to do so. (Interruptions)

SHRI SASIKANTH SENTHIL : Madam, where is this word demerit added? The word
demerit is not there. (Interruptions)

SHRIMATI NIRMALA SITHARAMAN: I have heard you. Would you want to listen to
me for a minute? I have heard you. In fact, just as you responded when you were
speaking as I came in, for every issue you have raised even the previous one,
because you mentioned the previous I have responded. And even now on this Bill,
I am sorry to say you have misled the House, and I am answering. There is
absolutely no intention to step into the domain of GST taxation, which remains
exclusively with the GST Council. The design of the levy fully respects the
constitutional scheme while enabling the Government to mobilize resources for
priority national objectives.

Dr. Alok Kumar I am not sure if he is here asked whether the cess could be
imposed on advertising of specified goods. Advertising is a service and is subject to
GST. It is already subjected to GST. There is no proposal to include advertising in
this cess. How will there be a reduction in the consumption of the commodity?



Again, Dr. Sumathy, Dr. Alok Kumar, and Dr. Prabha Mallikarjun raised this. Once
the GST compensation cess comes to an end, the effective tax incidence on pan
masala which is currently about 88 per cent, comprising 28 per cent GST and 60
per cent compensation cess will change. The 60 per cent compensation cess will
end. The 28 per cent GST does not exist. It will have to move to 40 per cent, which is
the tax for demerit goods. So, it goes to 40 per cent. From 88 per cent, it will come
down to 40 per cent. It falls sharply.

The GST Council approved the proposal to increase the GST rate to 40 per cent,
which will be effective on a date in the near future, once the compensation cess
ends. If the tax incidence comes down, it will have the unintended consequence of
making pan masala considerably more affordable. We cannot afford to leave it
there. There was a genuine concern that this unintended outcome greater
affordability of pan masala, which is a highly addictive, low-cost demerit good

would not only compromise public health objectives, but also result in loss of
Government revenue. So, we have a fiscal space, and therefore we cannot allow it
to become cheaper and yet lose revenue. We want it not to become cheaper, but
also to ensure the revenue space is filled. The name of the cess was a matter which
was also raised.

A question was raised about whether the pan masala consumers are going to
finance the national defence. It is neither in the design nor in the intent. As I said,
tax can be collected, it will be used, money is fungible.

Sir, there was also this observation which I think is very important and for which I
will respond: The officers have been provided sweeping discretionary powers like
inspection and abatement. This will increase Inspector Raj. It was a very legitimate
qguestion that many hon. members had. I want to respond, Sir.

Pan masala has long been one of the most evasion prone sectors. Even genuine
manufacturers repeatedly express concern about spurious and illegitimate supplies
that distort the market.

(Hon. Speaker in the Chair)

In such a situation, it becomes essential to equip the administration with adequate
tools so that fair and uniform standard of compliance is maintained across the
sectors. So, this protects revenue and also ensures a level playing field. Let me
expand on how this is going to work. Machine capacity based system will be
implemented through a modern technology enabled and non-intrusive oversight



mechanism. It will focus on transparency, objective parameters, minimal disruption
to manufacturing activity, and so on. So, there are three clear layers.

First, it will be on a self-declaration. The manufacturer himself or herself says what
is the capacity and speed at which their machine is running. They will also be
allowed that if they need to change anything in the first declaration that they give,
they will be in a position to change any addition or correction that they have to do.
It is at that stage, it will be very quickly verified if their statements are all tallying
and everything else.

The second stage would be technology supported and a continuous oversight. The
third stage would be risk based enforcement checks. So, after the initial
verification, the system moves away from physical supervision towards technology
driven monitoring using tools such as CCTV coverage, tamper proof sealing and
other automated safeguards. Further to strengthen automation and reduce
discretion even further, the design also anticipates phased adoption of motion
sensors and integration with BIS standards in the future.

Beyond this, there are also elaborate appellate provisions with judicial oversight
enshrined in the proposed legislation where the original orders can be first
reviewed or revised and then appeals would lie with the appellate authority and
then the appellate tribunal and then finally the High Court and if necessary the
Supreme Court. So, every layer of appeal is respected and no denial of natural
justice is even thought through.

Sir, all these proposed levies are after a detailed study of the entire manufacturing
process because there were concerns voiced by many hon. Members saying a fixed
levy on machine irrespective of the produced quantity will be detrimental for the
small manufacturers. I want to address that concern of hon. Members about the
small manufacturers. We did a detailed study on the ground.

Sir, The levy is designed based on the machine capacity taking into account the
speed of production and the weight of the individual packing that is produced by
the said machine.

16.00 hrs

Therefore, each owner of the machine will be charged based on the size and quality
of the machine. However, first of all, in the GST itself, small units come under



composition. So, they do not have taxes levied on them if they are below a certain
number. We have a progressive structure here.

If T were to take an example, for a machine producing up to 500 pouches per
minute with each pouch having a certain grammage, they will have to pay a certain
amount. So, like that in graded fashion we have assessed each of the machine,
their speed and the total grammage that will go into each of the pouches and then
decided on the tax. However, I need to underline the fact that there is a separate
category for manual processing. So, the small units come under it.

What special steps have been taken for those taxpayers who are into manual
production? I will just take a minute to explain this point. Based on a detailed study
of the sector, the amount of cess for a unit which is engaged in wholly manually
processed pan masala, hand-made has to be kept at Rs. 11 lakh per factory. This is
only 10 per cent of the lowest cess amount applicable on the machine-based
process. So, the wholly man-made items are being given a very concessional
treatment so that they are not affected. We are not encouraging people to shift
into manual process and still be producing pan masala. So, there is an element of
deterrent. This will ensure that a unit engaged in handmade processes is not
discouraged, but at the same time, they shall not be incentivised.

The final bit is very important on the cess collection till now. It was said that: You
are bringing one more cess. What happens to the cesses that were collected
earlier? Did you distribute it? You are sitting with a lot of collected cess which is not
given. I will give the details.

First of all, cesses are not new. Article 270, I said, gives the Union the power to levy
cesses. But cess is always collected for a specific purpose. Normally, cesses are not
devolved to the States, but in this one I clearly have said that there will be a portion
of it being spent on public health, and since public health is a State subject, the
money will go to the States.

Let us look at the pre-2014 cesses just to set the context. There were at least four
cesses collected during pre-2014. So, it is not as if in 2014 we came into power, and
Prime Minister Modi thought that do not give money to the States and collect cess.
No, cesses existed even before. Cess on crude oil had been imposed under the Oil
Industry Development Act, 1974. This cess has been prevalent since 1970s. The Oil
Industry Development Fund (OIDF) was not created until 2023-2024. So, the
Government of India created the OIDF and an amount of Rs. 17,730 crore and Rs.



19,376.03 crore was provided for transfer to the OIDF in RE of 2024-2025 and BE of
2025-2026.

The National Calamity Contingent Duty has been levied from 2001 and this is for
financing disaster-related expenditure. I do not have the total that was collected at
that time. I am sure that we will be able to gather it and leave it at the Table here.
The Road and Infrastructure Cess has been levied since the year 2000.

This cess has been collected on imported manufactured motor spirit, commonly
known as petrol and high-speed diesel under Central Road Fund and later that was
called Central Road and Infrastructure Fund Act. An amount of Rs. 11,34,764 crore
during 2014-15 to 2025-26 has been transferred under this cess, while the
collection was only Rs. 11,11,692 crore during the same period. The amount of
collection is Rs. 11,11,000 crore, whereas Rs. 11,34,000 crore has been distributed.

There has been an evolution in health and education cess. Primary education cess
has been there since 2004-05, which later on became Secondary and higher
education cess. That was added on the top of the existing cess in 2007-08. Merging
the above two cesses, new health and education cesses, four per cent on income
tax was introduced in 2018-19. I will read the numbers which are of interest for
hon. Members. The Government has transferred an amount of Rs. 6,49,459 crore
during 2014-15 to 2025-26 against a collection of Rs. 6,07,573 crore, much more
than what was collected. These are the cesses which existed before 2014. I would
like to give you a picture of the cess post 2014-15. I will come to the GST
compensation cess a bit later.

Agriculture Infrastructure and Development Fund was introduced in 2021-22. The
Government has so far transferred Rs. 3,77,214 crore against the collection of Rs.
3,87,226 crore. So, if the feeling is, more cess are being brought now, more cess
are being collected now, less is being given to the States, I want to underline the
fact.

I want to now come to cess as a percentage of Gross Tax Revenue (GTR), without
the compensation cess. Why will I not include compensation cess? It is because the
compensation cess completely went to the State, Centre could not even take one
penny out of it. So, I am not even including that. Without including that, 6.1 per
cent was the cess as a percentage of Gross Tax Revenue, and that is stated in BE of
2025-26, the current years Budget. This is far lower than the cess as a percentage
of GTR. If I take 2010-14, during those years, how much was cess to GTR? At that



time, from 2010-2014, it was seven per cent, whereas what we are doing now is 6.1
per cent. AR WX TTell-TTdtsT gidT g foh I6i- 1d WA hatae foham, @fch oMU 6.1 WEe
FHATE PR 6! 6 | 3T T helde T o1 6 3R 3 31T & 7@ @l ¢ | Tgi 91d heA & Uget 3l
371 3@ 1R | AU T & FUWR UH ISAT 8, 39fig # 39 oy RS @1 g |

I mentioned about OIDF. I just want to highlight the fact. ART STaTe 3fTueh! heaT 3R
el &7 TG 8, SAfIY 31U &g I3 ¢ foh 4 AE A afifolg | # 38 AE o= AT g, i A &
STURT et o TG & | UTgde A foa dfgd aoft a1d 9m 81 g8 € | Siuh! 8wt gt uigde
A e o HOR a1 & FY 3T @7 ¢, Hifch 3¢l hsaT ¢ |

Sir, I just want to add the last one thing which I said, I have not given the number.

Now, I come to the National Calamity Contingent Fund (NCCD), which is also a cess.
It is a kind of a duty which is collected. How much was collected under it? It was Rs.
68,656 crore. How much was transferred under the NCCD? It was Rs. 72,993 crore.

g ot B9 Felae fohar, Samer far 8, g7 ¥@ T8l @ & | Final compensation cess collected
is Rs.9,45,237 crore. QX1 &l X1 LT ehl AT §, s H Fo I 81 gar ¢, s=r gom aar ot |
How much has been paid to the States? Rs. 9,33,920 crore, lesser than Rs. 9,45,237
crore because there are two States which have not given us the AG certificate yet.
Which are those States? Arunachal Pradesh and Manipur. If they come, the leftover
compensation cess also will go to them. I will not have one penny kept under the
compensation cess. HAl St 3fUeh We & Fasy | I just want to highlight that every
cess collected has gone back. We have given much more than what we have
collected. We have not kept and so would be the case with this cess also. We have
already very clearly said that it will go for public health considerations. Public
health is a State subject. The money will go to the State Governments. If hon.
Members have a doubt that we are bypassing the Parliament, that is not at all the
case. The notification will come here for rates and it is a law which will be clearly
scrutinized. The revenue collected and the revenue spent will all be scrutinized by
the C&AG. Thank you.

A Sreel @ 3l R SR AT A1Ed € | ST ISy | AT S, T 1Y SR YT |ied 82
CCRIL))
HAHHIT 3reel (U7 TG 8

foh T QR iR dih W WX g1 aTcl <0 oht Ul et o folg STl & dqeie ofik Aefiat
& G 71 31 ufeharshi iR, S8 fafAfdse ama Rfafda a1 Ianfea fw S §, Saa ware=it



& foIy TR o ITEUT SR IUY T IT ITY SNk fawat a1 Iusy dhedt aret g w
foaR fohar 91U |

U&ITE Ttepd g3 |
O 3remet : o1 9T fAdue IR Wsar faar e |

CLAUSE 2 Definitions

AT Jreme : oft faRrerarar UehrRremy uréler Sit, T STg GRies W AT 1 U¥dd hAT died 87
2SHRI VISHALDADA PRAKASHBAPU PATIL (SANGLI): Sir, I beg to move:
Page 3, for lines 2 to 4,-

substitute (p) specified goods means the goods as specified in Schedule I to this Act,
and such other goods as Parliament by a law, specify;.(1)

A sreae ;o | off fasnerarar yemeremy urdlel gRT W 2 H Ukdd dnud deAr 1 sl gl
& HE HAGH o folg T@aT g |

G AdeM o foly 3@ T JuT SrEdiehd gar |

A= 3remet : o). T T - Sufedd =gl |

UH TG S
foh @z 2 fadaes 1 i o |
U&ITE Ttepd g3 |
s 2 fadue # Site fear mar |
s 3 3R 4 [odye # Sits Ry 79 |

CLAUSE 5 Member of computation of cess

A Jege ¢ 8. & gAfa It aifise dmmdfeas Sft, R emu e S 2 uRgd el
HTgdl 57



4DR. T. SUMATHY ALIAS THAMIZHACHI THANGAPANDIAN (CHENNAI SOUTH):
Sir, I beg to move:

Page 4, for lines 21 to 25,-

substitute (4) Where the specified goods are manufactured or produced by a taxable
person wholly by manual process without the aid of a machine, the cess levied and
collected for each factory shall be at the monthly amount specified in column (4) of
Table 2 of Schedule II:

Provided that where the taxable person employs fewer than twenty persons in
such manual process, the cess levied and collected from such factory shall be
reduced by seventy-five per cent.; and where the number of persons employed are
between twenty and fifty, the cess levied and collected shall be reduced by fifty per
cent.. (2)

AT stemet « g | f. &, gAfa It arfAgrh dnmdfees St grr @ 5 | uvgd ety S 2
! AT & JHE AdeM & fg @1 § |

G AdeM o foly 3@ T JuT SrEdiehd gar |

AT ST :UA T8 & &
fop @g 5 fAdyues o1 T a9 |

UTE Ttepd o |
T3 5 fadyes # Siis fear mam |

CLAUSE 6 Power of Central Government to increase amount of cess in special
circumstances

A Jeger ¢ SLELgAfa Ik e dnmdfsaa Sft, @ar ey dtud dw@a 3 ukgd el
gt 67

DR. T. SUMATHY ALIAS THAMIZHACHI THANGAPANDIAN (CHENNAI SOUTH): Sir,
I beg to move:



Page 4, line 38,-
after Central Government

insert , after due consultation with the States or the Union Territories, as the case
may be,. (3)

A Sreae : g | 2. &), gAfd It aifemeh dmmhifea S grt @g 6 H# ukgd deites g 3
! GUT o HHET AAGH o fog T § |

Gy AdeM o flg 3@ a1 JUT SEihd gar |

AT 3remel : oY 1. uH. SR o - Ut =g |
UA T &
for @3 6 fadygas &1 ST I |

UTE Ttepd g |
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CLAUSE 7 Purpose of levy of cess.

A Sremet ;SN & gAfd It arffert dwmdfeas Sft, @ ey ity @@ 5 ek 6 Udd
AT AR 82

DR. T. SUMATHY ALIAS THAMIZHACHI THANGAPANDIAN (CHENNAI SOUTH): Sir,
I beg to move:

Page 4, line 50,-

after law in this behalf,

insert shall be shared with the States and Union Territories and. (5)
Page 5, line 1,-

after Central Government



insert , after due consultations with the States/Union Territories,. (6)

AT Jege « o A 31, &L gAfa IF arfAgeh dmdfeas st grr @ 7 # uvga detes @@ 5
3R 6 ! GHT & GHE AdSH & foIg I@dT § |

MY HAGH o ol @ 7Y T 3&tepd g4 |

A Sreae : oft afienia TS SfT, T SMg LMY AT 23 URdd T 918d 87
5SHRI SASIKANTH SENTHIL (TIRUVALLUR): Sir, I beg to move:
Page 4, after line 51,-

insert (2A) Notwithstanding anything contained in this Act, fifty per cent. Of the net
proceeds of the cess shall be distributed between the Union and the States in
accordance with the provisions of Article 270 of the Constitution of India.. (23)

A e : 3 ot GRienid dfda S gRT @E 7 # URgd GLMeE ST 23 i G h T
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gz 7 fadyges | St foar ma |
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CLAUSE 9 Declaration to be filled by taxable Person.
A Sree : oft faRmerarer UehrRremy aréle Sit, R ST HehteH ST 7 UKJd AT d1gd 82

6 oft fasmerarer uehiETy uréle (Hivell) @ W, # fAth Redwe & @1 §, Fiifdh ge dq A war 8
foh TSTl & 1Y gg YWR KA1 | gEfeg H Argdr g ok a8 YR @1 fgwwr a9 1 So Iam moving
it, Sir.



Sir, I beg to move:

Page 6, line 6,-

after Joint Commissioner

insert , who shall record in writing the reasons for such verification,. (7)

AT e g A sft faRmerarer wemiereTg, uréle St gRT e 9 H u¥dd dyd ¥ 7 ot
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CLAUSE 10 Payment of cess and returns.

AT Jeme : oft faerearar UehrRremy uréler Sit, T STa HRie WA 8 U¥dd ohAT dTed 87
8SHRI VISHALDADA PRAKASHBAPU PATIL (SANGLI): Sir, I beg to move:

Page 6, line 22,-

after prescribed

insert and the self-assessment made shall be final unless the proper officer issues a
notice under section 16 within two years from the end of the relevant month,. (8)
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9T & GHET AdGH & foIg I@ar g |
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foh @z 10 fAdTes &1 ST = |

U&ITd Wiehd gar |
ws 10 gy § S o mar |

@@g 119 13 fadges A Sie fRg g |

CLAUSE 14 Access to business Premises.
AT Jeae it fAsnerarer wemrererg utdler SfY, R Sy Hene TR 9 Uk AT dTgd 82

SHRI VISHALDADA PRAKASHBAPU PATIL (SANGLI): Sir, I am not moving the
amendment.

AT el : U T8 8
foh @z 14 fadTes &1 S I+ |

UEITE Ttepd g |
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T3 15 fadge # Sie ar mar |

CLAUSE 16 Determination of cess not Paid or Short Paid or erroneously refunded.
A Sreaet : oft faRmerarar UehrRreTg uTdler Sit, 9T ST |t WAt 10 Udd AT dTed 87

SHRI VISHALDADA PRAKASHBAPU PATIL (SANGLI): Sir, I am not moving the
amendment.

AT 3eel : Ui U 8
foh @z 16 fadaes &1 3T I+ |
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CLAUSE 20 Offences by companies.

AT oTeAe ;e &, gAfd 3% arffE o rdfeae S, e ey drited Tt 11 URgd del
gt 82

9DR. T. SUMATHY ALIAS THAMIZHACHI THANGAPANDIAN (CHENNAI SOUTH):
Sir, I beg to move:

Page 11, line 49,-
for karta
subsitute manager of a Hindu Undivided Family. (11)
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CLAUSE 25 Confiscation of Specified goods or machines.

AT Jeme : oft aieria A Sft, T S dRie ST 24 U¥dd AT dTed 87
20SHRI SASIKANTH SENTHIL (TIRUVALLUR): Sir, I beg to move:
Page 14, after line 43,-

insert Provided that no final confiscation of goods or machines shall take effect
unless the person concerned is convicted by a competent court.. (24)
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Gy Ade & fAg @1 AT JuT SrEdid gar |
AT AT :UF TS @ .
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CLAUSE 26 Power to arrest.
A Sreer: oft Aitienid T, 9T ST deMted ST 25 UKd el d18d 82
SHRI SASIKANTH SENTHIL (TIRUVALLUR): Sir, I beg to move:

Page 15, lines 9 and 10,-

for may,by order, authorise

substitute may, with the prior sanction of a Judicial Magistrate Of the First Class, by
order, authorise. (25)

AT reger: o9 A off 9ffia 9 gRT @S 26 § U¥gd GRS ST 25 St T o GHE
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CLAUSE 29 Appeals to appellate authority.



A sreer: sit fasmerarar Uenieremy uréld, T SiTg HRie ST 17 URdd el 918d 87?
21 off fanereTaT UehReng UTéie (AiRTen) @ R, At ag & fo srdie a1 diRas oier agrn <y |

I am moving it.

Sir, I beg to move:

Page 16, after line 34,-

Insert Provided that the period of appeal may be extended by the appellate
authority by a further period of three months for sufficient reasons recorded in
writing. (17)

A Sreer: 3d | st [AearEr YR urdie gRT €€ 29 # URd 9LMe ST 17 ol 91
& GHE AaeM o foly W@ g |

Gy AdeM o fIg 3@ T JuT SEid gar |

AT sreer: 1. &Y. gafa It arfAsrt drrdfeas, R S Gertee ST 18 URdd AT g
&

22DR. T. SUMATHY ALIAS THAMIZHACHI THANGAPANDIAN (CHENNAI SOUTH):
Sir, T am not moving it.
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CLAUSE 34 Power of Central Government to amend schedule I.

A sreer: st affienid e, o Sy deitee ST 26 UKId AT d18d 82



3SHRI SASIKANTH SENTHIL (TIRUVALLUR): Sir, I am moving the amendment. I
beg to move:

Page 19, lines 29 and 30,-

for, as soon as possible after it is issued, be laid before each House of Parliament

substitute not take effect unless approved by a resolution passed by both the
Houses of Parliament.(26)
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AHHIT e : A H#At SfY, 31 Udre e foh fadaes ot uiika foar Sq |
4SHRIMATI NIRMALA SITHARAMAN: Sir, I rise to move:

That the Bill be passed.

AT e UM I8 § ¢

fop fadges atiRa foear ST |



