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Title: Further discussion on Constitution (One Hundred And Twenty-Second Amendment) Bill, 2014. (not concluded).

HON. DEPUTY SPEAKER: Now, Item No.24 — Shri M. Veerappa Moily.

... Interruptions)

SHRI N.K. PREMACHANDRAN (KOLLAM): Sir, I am on a point of order. I have already given a notice regarding the constitutional validity of this Bill in

respect of Article 368. It is very clear to everybody that Article 368 lays down the powers to amend the Constitution and also the procedure to be
followed in respect of amendment of the Constitution. This is one of the basic features of the Constitution. That was well-established in the case of
the Kesavananda Bharati that the basic features of the Constitution shall never be changed, altered or destroyed. The right to exercise this power is
exclusively confined to the Parliament and not to anybody else. Here, if you come to Clause 21 of the Bill, it is about the President's power to remove
any difficulties in giving effect to the provisions of this Bill. As per Clause 21 (1), it says:

"If any difficulty arises in giving effect to the provisions of the Constitution as amended by this Act, the President may, by order, make
such provisions, including any adaptation or modification of any provision of the Constitution as amended by this Act or law, as appear
to the President to be necessary or expedient for the purpose of removing the difficulty:"

So, in order to remove the difficulty in giving effect to the provisions of the constitutional amendment, the President is being entrusted with the
power to amend the Constitution in these three ways.

I have gone through the amendments from the first amendment onwards, that is, from June 1951 when the first amendment which took place by
this Parliament to the recent amendment, nowhere the right to amend the Constitution has been transferred to the President. If I am wrong, I may

be corrected because all those amendments except the 42"d amendment. If we go through the 42"d Amendment, there is a Clause 59. This Clause
21 is the carbon copy of Clause 59 of the Constitution (Forty-second) Amendment.

I will read the 42" Amendment. In 1976, during the time of Emergency, this provision has been incorporated in the Bill by Clause 59 — Power of the
President to Remove Difficulties. Sub-clause (1) says:

"If any difficulty arises in giving effect to the provisions of the Constitution as amended by this Act (including any difficulty in relation to
the transition from the provisions of the Constitution as they stood immediately before the date of assent of the President to this Act to
the provisions of the Constitution as amended by this Act), the President may, by order; make such provisions, including any adaptation
or modification of any provision of the Constitution as appear to the him to be necessary or expedient for the purpose of removing the
difficulty:

Provided that no such order shall be made after the expiry of two years from the date of such assent.”

This is Clause 59 of the Constitution (Forty-second) Amendment in the year 1976.

None of the constitutional amendments from the date of June 1951 till this date has ever given powers to the President, the rights of the powers to
be exercised by the Parliament is given to the President so that the President can amend the Constitution. Immediately after two years, that is, in
1978, by the Constitution (Forty-fourth Amendment) Act, this Clause 59 has been deleted by this Parliament itself. It is very clear that immediately

after the Emergency, the 44'™h Amendment took place. By Clause 45 of the Constitution (Forty-fourth Amendment) Act, amendment of the
Constitution (Forty-second Amendment) Act, 1976 was done. In the Constitution (Forty-Second Amendment) Act of 1976, Sections 18, 19, 21, 22,
31, 32, 34, 35, 38 and 59 shall be omitted. So, Clause 59 incorporated in the Constitution (Forty-second Amendment) Act is deleted or amended by
means of Constitution (Forty-fourth Amendment) Act. That makes it very clear that the right of the Parliament, the only exclusive, extraordinary right
of the Parliament to amend the Constitution can never be transferred to any other pillars of democracy. That is the first point as far as Article 368 is
concerned.

Now, I come to Article 392. This is the second point.
Under 'Power of the President to remove difficulties', Clause 1 of Article 392 says:

"The President may, for the purpose of removing any difficulties, particularly in relation to the transition from the provisions of the
Government of India Act, 1935, to the provisions of this Constitution, by order direct that this Constitution shall, during such period as
may be specified in the order, have effect subject to such adaptations, whether by way of modification, addition or omission, as he may
deem to be necessary or expedient: Provided that no such order shall be made after the first meeting of Parliament duly constituted
under Chapter II of Part V"

So, Article 392 is very specific that part of the Parliament comes into existence. The President shall not have given this right to amend the
Constitution. That is even from Government of India Act of 1935 to the Constitution of India. This is the position as per Article 392 that when the
Parliament is in existence and the Parliament is having the right to amend the Constitution, why should the right be transferred to or conferred upon
the President? To my limited knowledge, this had happened only at the time of Emergency in 42"d Constitution (Amendment) Act and that too was

annulled or cancelled by the 44th Constitution (Amendment) Act since it was giving extraordinary power. This is an extraordinary power as far as
Article 368 is concerned. Therefore, I would seek a clarification from the hon. Minister as well as a ruling from the Chair. Thank you.



SHRI BHARTRUHARI MAHTAB (CUTTACK): Mr. Deputy-Speaker, Sir, I stand here with a heavy heart because when this Bill was being moved at
that time I repeatedly sought the intervention of the Hon. Speaker stating that this Bill was a new Bill and it should be referred to the Standing
Committee for consideration. I am of the opinion on an earlier occasion also because at that time the hon. Finance Minister mentioned that the
Standing Committee had deliberated for more than two years on this GST Bill and it did not need to go the Standing Committee.

This is a very different type of Bill. It is a Constitution (Amendment) Bill no doubt, but it is a different type of Bill. It concerns respective States,
respective State Government revenues, and it also concerns the Central Government revenue. It deals with tax. And the basic structure of GST is
that it will be a single-point tax. That is why a lot of deliberations have taken place after the idea was mooted first in 2000 and subsequently in 2003
after the Committee submitted its report. I am not going into all those details.

There is another occasion when an Amendment Bill was referred to the Standing Committee for consideration and that is the Company Law
(Amendment) Bill. The Company Law (Amendment) Bill was referred to the Standing Committee of Finance for consideration; after deliberation the
Committee submitted its report to the Parliament; and the Government of the day took cognizance of a large number of suggestions and came out
with a number of amendments.

But subsequently the Government also came to know that other than the amendments suggested by the Standing Committee some new
provisions were required, because they also discussed with other stakeholders, and some new provisions also were made in the Company Law
(Amendment) Bill. When that Bill was again brought before the House, some of us stood up and requested the then Speaker and subsequently the
then Speaker also spoke to the Corporate Affairs Minister Mr. Moaily, who is also a Member of this House today; and the Government of the day took
cognizance of the situation and referred the Bill again to the Standing Committee of Finance for reconsideration of the Bill.

Because it was a Bill with new provisions and a lot of amendments, it was referred again. So, it is not that once a Bill is referred to the
Standing Committee it should not be referred to the Committee again. To prove that point I gave you the instance of the Company Law
(Amendment) Bill which was referred to the Committee a second time and the Committee gave its report. Therefore, I would urge that the GST Bill
is a path-breaking Bill; it is a game-changer; it is a Constitution Amendment Bill. Therefore, I would again request and impress upon the Government
to reconsider its stand. This is a new Bill. There are a number of provisions in this Bill which were not deliberated by the Standing Committee earlier.
The empowered Committee of course with State Finance Minister has taken many issues into consideration. Parliament of course will consider while
we will be discussing on this aspect when this Bill is taken up for consideration and passing. But the Standing Committee is losing its relevance.

In today's newspaper, a news item has come out as to what happened during last one year. A number of Bills, and the number is given around 51
Bills and Ordinances, were moved by the Government. Many of them have not been referred to the Standing Committee. ...(Interruptions) Hardly 8
Bills have been referred to the Standing Committee. I would not ask the question whether this Government is thinking to make the Standing
Committee redundant. But the manner in which we are moving gives a wrong signal, as if the Standing Committee is not required. It will lose its
relevance. My impression may be wrong, but many a time or we have seen at least on two occasions, whether it maybe coal or it may be mines and
minerals, that Select Committees have been formed in the other House and within a small time frame a mandate was given, you submit a report and
we will consider. That is how the Select Committees are being formed.

Before the Standing Committee came into existence, perhaps Select Committee was the practice. That was before 1993-94, But here is an
issue where the Members of Parliament through Standing Committee can deliberate. If you have not referred it during the month of December or
January, still I would say there is the time. Give a specific time period to the Standing Committee. We have monsoon session coming up in the month
of July. So in the first week of July, that time frame can be given by the direction of the Speaker. Here is a Bill before us which we will be
deliberating. But it will be better if you refer it to the Standing Committee. The Standing Committee's views are not mandatory on the Government,
they are suggestive in nature. With those suggestions, it will always be an improved Bill for the consideration of the nation. Therefore, I would again
urge upon the Government that this Bill may be referred to the Standing Committee.

SHRI MALLIKARIUN KHARGE (GULBARGA): Already several times we have raised this issue in this House but it seems there is no impact on the
Government. They have forgotten their own arguments in the House. I want to remind our hon. Finance Minister that in the 15th Lok Sabha, when
UPA Government was there, how most of the leaders pleaded for Standing Committee and how they told the importance of Standing Committee. I
will give only a few instances. One is Shri Ram Naik, currently Governor of UP but then a BIJP MP from Mumbai, Shri Jagatvir Singh Drona, then BIP's
Deputy Whip in Lok Sabha and currently the mayor of Kanpur, Shri Ram Kapse and Shri Janardan Prasad Mishra, all from BJP had vehemently spoken
in favour of Standing Committee system, arguing of its importance to ensuring Legislative oversight over the Executive. This is their opinion but what
are they doing now?

Apart from that the veteran leader of the erstwhile Janata Party and one of the most important Members of NDA, Shri George Fernandes was so
enthusiastic about the Committee system that he argued on the floor of the House and I quote:

"The working of these Committees should be opened for the Press and the Media ..."

It means, not only here but in the Standing Committees also the in camera proceedings should be open to the Media and the Press. This means,
there should be an open court discussion. They pleaded further:

"&€} which want to participate in it and want to hear and write about the working of these Committees."

So, this was their stand earlier. What made them to change suo motu? They are now going in a dictatorial way in the Ordinance Raj. Earlier, they



were criticising the previous Government; when even one Ordinance was issued, they used to take exception to it.

I want to bring to your kind notice that there are nearly 51 Bills. Out of those 51 Bills, they have hardly referred seven to the Standing Committee.
For example, let me tell you that the Andhra Pradesh (Re-organisation) Bill was not referred. So, which were the Bills referred? These were Bills
which were very important in the interest of the public. They were referred just to cause delay. For example, the Scheduled Castes and Scheduled
Tribes (Prevention of Atrocities) (Amendment) Bill, 2014 was referred to the Standing Committee because they did not want to implement it. That
was not urgent. Everyday, rape could take place; everyday, atrocities could take place; everyday, those people could be harassed; but they did not
want to implement this Act. ...(Interruptions) I am bringing out how important this is.

Secondly, the Railways Amendment Bill was also there. They are saying that the Railways is undergoing losses; nearly Rs. 23,000 crore is the loss
and therefore they want to improve it. But when suggestions were made, what did they do? ...(Interruptions)
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It pertains to labour and that was referred. All such important and urgent laws which were in favour of poor people were referred. One more
important Bill was on the Lokpal and Lokayuktas for which everybody fought but you referred it to the Standing Committee instead of implementing
it. ...(Interruyptions) You have also referred the Electricity (Amendment) Bill and all those Bills which are very important to the Standing Committee.
We agree; but what about these nearly 41 Bills which are more important? You are not referring them to the Standing Committee. ...(Interruptions)

Once, even for one Title of the Bill, they had referred it to the Standing Committee. We wanted to change one word in the Title from "Workman' to
"Workers' to make it gender neutral but they said they wanted to study the Bill. ...(Interruptions)

HON. DEPUTY SPEAKER: You please speak only on the point of order.
...(Interruptions)

SHRI MALLIKARJUN KHARGE : I am fully supporting what my friends have raised. This is also our view and this is the view of the entire House
including hon. Members on that side. But they do not want to say that. ...(Interruptions)

This is a democratic process. You are killing the democratic process. You are bypassing the law; you are bypassing the Constitution; you are
bypassing your own business transaction rules. ...(Interruptions) Therefore, we want that all Bills henceforth should be referred to the standing
Committee.

DR. P. VENUGOPAL (TIRUVALLUR): Thank you, hon. Deputy-Speaker, Sir.

From the beginning itself, on behalf of the AIADMK, we have opposed this Bill because there are many contradictions in the Bill. Also, it is harmful to
our State because our State is a manufacturing State. Therefore, I request you to kindly refer this Bill to the Standing Committee for further scrutiny.
Thank you.

SHRI P. KARUNAKARAN (KASARGOD): We are not against the GST Bill because, as stated by the hon. Finance Minister, most of the States are in

favour of it. At the same time I would like to say that the Parliament discusses the Bill in general and that is why the Standing Committees are
formed. Only the Standing Committee can scrutinize any Bill. Nowadays, the Government is taking a decision that it will not be sending a Bill to the
Standing Committee but passing it all of a sudden in the Parliament. As stated earlier, though in the Lok Sabha Members place some amendments
and they are defeated because the Government has a thumping majority but when it goes to the Rajya Sabha the same amendments are accepted
and the Bill again comes back to the Lok Sabha which we again discuss. I also share the views expressed by the other Members that the Bill can be
sent to the Standing Committee for scrutinizing and making it more perfect. This is our submission.
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Presidential Order clarifying the difficulty. That has been a convention since 1952. Such a clause is there in almost every other law as far as India is
concerned. Now, even when the original Constitution was drafted, Article 392 was put in the Constitution. I may just clarify that the 42nd
amendment was repealed by the 44™" amendment not because of that clause with regard to dlarification because the 42"d amendment in its entirety
was against the basic structure. The 42"d amendment wanted to do away with the basic structure and say that the Parliament has a power to
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s2reht aetes 3 orél amen em Not only that such a provision exists in every legislation the original Constitution also had such a transition provision, which is

Article 392. It talks of the period between framing of the Constitution from November 1949 and when the Constitution came into force on 26"
January, 1950 and then till the Parliament being constituted in 1952, a two year gap was there. So during these two years if any transition difficulty
arises, does the Constituent Assembly have to meet again? gara ifderer 3191 @) aGTel USeN| Joalol @al ofdl| 331 ol el @t afer wrer 3 1950 3 dz 1952
@ PR 54 YR & Ieser amell a 33 ascuftt & ander b e A s fiven sn @esar &) Such a provision exists in every law and therefore, there is no
question of any objection. It existed in the original Constitution. So, what existed in the original Constitution if it exists in a Constitution
(Amendment) Bill, there should not be any problem. It is because we are transacting from a mode of taxation itself It would not violate the basic
structure of the Constitution.

SHRI N.K. PREMACHANDRAN: But the proviso is very clear. Article 392 talks of the Power of the President to remove difficulties provided that no
such order shall be made after the first meeting of Parliament. That means if the Parliament is in existence, definitely the President has no right to
amend the Constitution. Absolutely, I agree with the hon. Minister that in so many laws there is a provision to remove the difficulties. But my case is
that in none of the amendments right from first amendment in June 1951 to this Constitutional amendment have a provision so as to give the power
to the President to amend the Constitution since it is an extraordinary and an exclusive power which is vested in the Parliament. I have read article
392. 1t is very specific. This power is there only till the Parliament comes into existence. Till then, these difficulties can be removed.

SHRI ARUN JAITLEY: It is not a power to amend the Constitution. There are separate provisions where the President has been given the power to
amend the Constitution. I will show you those provisions also. This is a power given to the President to remove difficulties. Otherwise, how would
you say that law making is only a parliamentary function and it is not a presidential function. But in every law which is made, the power to remove
difficulty is with the President which means Council of Ministers aiding and advising the President.

Similarly, the power to remove difficulties is not indefinite. It is only for the transition phase. That is why, Clause 21 uses the words that in a
transition phase if any difficulty arises the power to remove difficulties will be there. I will also show you the power to amend the Constitution given
to the President. You can turn to article 370, which is a well known article. Everybody has heard of article 370 and the circumstances how it was
brought. You turn to sub-article (3). It says:

"Notwithstanding anything in the foregoing provisions of this article, the President may, by public notification, declare that this article
shall cease to be operative or shall be operative only with such exceptions and modifications and from such date as he may specify:"

SHRI N.K. PREMACHANDRAN : Please do not mislead the House. The title of the article itself is very clear...(Inferruptions)

SHRI ARUN JAITLEY: The question is whether there is a power given under the Constitution to the President to make any adaptation changes, if
there is a difficulty, the answer is, yes. Is such a power there in every other law? The answer is, yes. Therefore, such a power in a Constitution
amendment -- during transition phase and for a limited period of time and not indefinite -- is there to the President to make some transitional
changes and corrections.

Now even under many original laws such a power is there. In the Andhra Pradesh Re-Organisation Act, the presidential power itself has
removed a lot of problems. It is because when you divide a State and you divide its assets, etc,, it is the presidential power which is then exercised
to remove difficulties, etc.
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This power is there. For instance, I will give you another illustration. In the Re-organisation Act, law and order is a State subject. Now you
have the State of Telangana and you have the State of the Andhra Pradesh. But Hyderabad for ten years is the common Capital. It is under that
power that the law and order power has to be exercised by the Governor who shall be common for some transient period. When the law is being
given a transient effect by the bifurcation of the State, it is an unusual situation. So, the UPA Government itself had justified it. I had raised this
question. They justified it, probably rightly so, on the question that in transition provision unusual difficulties will arise, the Constitution has to be
made workable and therefore this power will always be with the Constitution.

Sir regarding the question of Standing Committee, I would be one with all the hon. Members in the importance of the Standing Committees.
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3 g2 of 38 oY) g Iorft amuwt Arepr oft sAfe amu ciel o #ft 3arenT Y g faRie ot e em This Bill has gone through the Standing Committee for two
and a half years. But this Bill is a particular Bill where not only the power of the Parliament is involved, or the Central Government is involved, the
power of the States is also involved. So, there is a delicate balance to be brought wherein consensus has to be brought between the Centre and the
States as to how the power under GST has to be exercised. Therefore, the UPA Government followed a practice, a correct practice. They constituted
an Empowered Committee of State Finance Ministers. I said it on the last occasion, I am repeating it. The convention was that have somebody, not



from the Ruling party, to Chair that committee and therefore it should be his onus along with the Central Government to bring a consensus. Barring
some issues, there is a broad consensus. When I say some issues, your State has an issue, I have been in discussion with them. They have raised it.
We have tried to give them a comfort level. Now, we have brought a consensus among the States. It is the maturity of the Parliament that is
involved and all political parties. There are political parties which are represented through their Finance Ministers in that Empowered Committee. All
the States are there, including the States of Odisha and West Bengal. States like Odisha and West Bengal, from day one, are going to be the
beneficiaries of this process. The difference is, having spent two-and-a-half years in the Standing Committee, having had dozens of meetings of the

Empowered Committee of the Finance Ministers, if you want to further delay it, the effect is going to be that the 15t April, 2016 deadline will be lost.
And if the 15t April, 2016 deadline is lost, then the whole financial year is going to go.

Now, this is a Bill where we are targeting that after this Bill, three legislations with regard to the Central law, the State law and the IGST will be
brought, which will be cleared first by the Empowered Committee. There is no provision that States clear a Central law. @og, 2@ 21ew @R & i
@ 3 ordl @, el sl w-gAY I Aftkerz enfier &) seEl s0 3ot WAt Y amer 2w A o, Sl ww-al @S uf¥acdder gu &, St gy wr gan & That prominent
change is how to compensate a State if it is running into a loss. We cannot have a situation where Parliament decides something and the State
Finance Ministers decide something else. Both of them have to work in harmony. We have to see this kind of Statesmanship and harmonious
relationship between the States and the Centre.

Every State Government of the Congress Party has supported it. The Left Parties had spearheaded the campaign. In fact, Shri Asim Dasgupta
used to meet me, when I was in Opposition, to persuade us that you must immediately comfort the manufacturing States, namely, Gujarat and
Maharashtra so that they immediately withdraw the objection and agree to this.

West Bengal is in the forefront. Odisha is in the forefront. Kerala is in the forefront. The Finance Minster of Kerala is now heading it. If
Parliament, in its wisdom, wants to decide that it wants to delay GST, the whole process is going to get delayed.

My respectful submission is, this argument is no longer valid that it has not gone to a Standing Committee. It has spent two-and-a-half years
before the Standing Committee and thereafter, it has spent time in dozens and dozens of meetings of Empowered Committee of Finance Ministers
under three different Finance Ministers and four different Chairpersons. It is only then that a consensus between the Centre and the States and
almost a mere unanimity has been achieved at. After that, if you want to delay it, I would suggest that no purpose will be served.

Therefore, the Government is extremely keen and I would literally request you, beseech you, that after all, there are some issues in the life of
our nation on which we have to rise above partisan considerations and once all our Chief Ministers are agreeable, why should we delay it? If we
delay it, it means we are delaying it by one more financial year, and one more financial year means, your States or the consuming States are going
to lose for one more year.

Therefore, the Central Government is extremely keen that it goes ahead.

SHRI BHARTRUHARI MAHTAB: Sir, we would like to hear your ruling on this matter. We will abide by your ruling..

...(Interruptions)
SHRI MALLIKARJUN KHARGE (GULBARGA): It is very difficult for him to decide....(Interruptions)

HON. DEPUTY-SPEAKER: Already, the hon. Speaker has taken the decision. So, I am now calling Shri Veerappa Moily to speak.
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CONSTITUTION (ONE HUNDRED AND TWENTY SECOND AMENDMENT) BILL, 2014 - Contd....

SHRI M. VEERAPPA MOILY (CHIKKABALLAPUR): Hon. Deputy-Speaker, Sir, I stand here to support the GST. It is quite a revolutionary measure.

THE MINISTER OF FINANCE, MINISTER OF CORPORATE AFFAIRS AND MINISTER OF INFORMATION AND BROADCASTING (SHRI ARUN JAITLEY):
Sir, let me thank Shri Veerappa Moily and his Party, and congratulate him for his statesman-like attitude....(Interruptions)

SHRI M. VEERAPPA MOILY : There were two Bills, particularly, two measures which the UPA initiated. One was the Constitution Amendment Bill
which was brought out, that is, the One Hundred and Fifteenth Constitution Amendment Bill, 2011 for GST. Another Bill was on the indirect taxes



which will add up, one to two per cent, to the GDP.

Another revolutionary measure was to replace the outdated Income Tax Act by introducing the Direct Taxes Code. These are the fundamental,
innovative changes which were proposed. In fact, that would have added up to 2 to 3 per cent to the GDP. That means, you have a revenue deficit of
3 per cent today. Ultimately, by bringing forward these two measures, perhaps, in the years to come, the whole revenue deficit would have been
wiped out. The UPA Government wanted to bring about the GST operative from April, 2010. It was postponed for six years because you would like to
bring it into operation from April, 2016. Just imagine the loss to the nation! It is just because politically it was not convenient to some people. I do
not say to you alone and that is how it was postponed. About the DTC, of course, you have your own argument but a well-tested Act was brought
about. The Income-Tax Act itself is a colonial Act. It is not a progressive legislation.

One Thomas Piketty , the latest, modern economist said:

"If taxation at the top of the social hierarchy were to become more regressive in the future, the impact on the dynamics of wealth and
inequality would likely be significant leading to a very high concentration of capital."

We need to address all these questions. Of course, we are very slow. Many a time, bureaucracy, both in the administration and in the taxation

sector, are always against the change; they do not want the change. That is how this country is suffering today. I have gone into all these things, as

Chairman of the Second Administrative Reforms Commission as to how this country has been cursed by bureaucracy. Many a time, some of us would
not like to because we also think, why not status guo? Why the change? We do not want to be game changers. We would like to be status guoists. If
at all the country is suffering, it is not because of any other thing, it is only because of the mind of sfatus guoists. We need to address that

I am at least happy that you have moved forward on GST. The hon. Speaker, and subsequently, you have corroborated with your ruling as to why
this should not be referred to the Standing Committee. But still it is open. Ultimately, after my argument or after the argument of many other
speakers, the hon. Speaker, or yourself or the hon. Finance Minister may agree to refer it to the Standing Committee. I am just presenting my views
as to why this has to be referred to the Standing Committee. Let us keep the mind open. If you feel convinced, it has to be done, yes, it has to be
done.

I have analysed the salient features of the 115" Amendment Bill and 122" Amending Bill of 2014, As far as objective is concerned, you have
not changed. Objective is one and the same. But some of the other things — levy and collection of GST in the course of inter-State trade or
commerce; levy of IGST is one and the same. There is no change but as for apportionment of IGST, you have added one more clause that a provision
related to functions of the GST Council, to include that the GST Council would also make recommendations related to apportionment of IGST. This is
the change you have brought about.

As far as additional tax is concerned, the Bill states that the addition of tax not to exceed one per cent. It has plus side and minus side. Additional
one per cent will have cascading effect. As far as commoners or taxpayers are concerned, and as far as the market is concerned, this will definitely
have the cascading effect. They have to pay at multiple levels. This is an issue which should have been properly scrutinised. What is the implication
of it? Ultimately what happens? It is 27 per cent plus one per cent which will be the GST tomorrow. Of course, it is only one point — 27 per cent will
not have cascading effect; but one per cent has the cascading effect. This is the commoner point of view and also on the point of the impact on the
market which I will analyse further. I think, this is a matter which has a substantive character, this needs to have been discussed in the Standing

Committee. I don't think this is a matter which has been discussed by any other body. Empowered Committee would have arrived at the general
consensus. The decisions of the Empowered Committee cannot call it as specific. Empowered Committee cannot substitute the Standing Committee.
No way it can be done. So, we will have to consider this very seriously. What will be the implication of this one per cent by each State? We will have
cyclic effect.

As far as the other thing is concerned, there is a fundamental difference. With regard to 2011 Bill, one-third of the total Members of the Goods
and Services Taxes Council were to constitute the quorum of its meetings. Whereas, there is a confusing definition with regard to the constitution of
the quorum - the vote of the Central Government is to have weightage of one-third of the total votes and the votes of the State Governments taken
together are to have the weightage of two-thirds of the total value. Has it been valued? Has it been analysed? Tomorrow, ultimately, the
Government of India has more weightage than the State Government. They are not treated equal.

Then, as far as this Council is concerned, 2011 Bill contemplates that it has to be on consensus. There is a fundamental change whereas the
present Bill says that there should be voting. How will - in a federal Government, in a federal system - the voting takes place? It will affect the
States. Even in a party system, the constituents of the respective party or the allies are in a very different position. This can create a lot of confusion
and complication.

In our Bill, we have provided for a mechanism. Creation of a mechanism called the Disputes Settlement Authority — that has been removed. I
know, you may come back with an argument that the Standing Committee has suggested that voting plus certain mechanism to be introduced. You
are not going entirely by the recommendation given by the earlier Standing Committee also. Instead of mechanism, you have straightaway
introduced the voting system. What will happen tomorrow? There will be total confusion. Pulling each other; complexities and ultimately decisions
will not be objective. At least in a creation of the Disputes Settlement Authority, 2011 Bill it was contemplated that authority shall consist of three
Members, including a former Supreme Court Judge or the Chief Justice of a High Court as the Chairman, two other Members were to be experts in
the fields of law, economy or public affairs. The ultimate product would have been more objective; would have been non-partisan. But there is no
guarantee that the ultimate decision will be non-partisan. The consensus would have solved the purpose if there is anybody aggrieved by the
consensus, the matter could have been taken up before the Disputes Settlement Authority.

This is a very substantial matter. This should have been discussed in the Standing Committee. There is a very strong case. Otherwise, some
of the States may be cornered tomorrow; some of the States may be marginalised tomorrow. There may be orphaned States who will have no voice



in that. In fact, the idea of such a Council is to give voice to the interests of every State, however weak they may be politically. This case would
definitely mar the very sentiment of the particular concept. This is a matter which needs to be done. Restriction relating to imposition of tax on sale
or purchase of goods has been deleted by the present Bill because it imposes restriction on States in taxes of goods that were declared by
Parliament by law to be of special importance in inter-State trade and commerce. This will lead to a lot of complications tomorrow. You have totally
deleted this. Nowhere you have addressed this problem. The other thing is levy of tax upon entry of goods or on intrastate trade (Amendments to
List II of the Seventh Schedule). The Bill deletes the provision which permits States to tax entry of goods into a local area. There is no unanimity
even today by the Empowerment Committee. Many of the States have not agreed. You have forgotten one thing while introducing this amendment.

You have just forgotten the 73 and 74th Constitutional amendments. How do you provide the resources to the local bodies, the district councils, the
municipalities? It is a very important point. While changing it, you have totally deleted it. These are some of the very important points.

Then it varies. It is not a small deviation but it makes a fundamental change in the original Bill and also this Bill. What is the total holistic view of the
entire GST? As far as the positive impact is concerned, it is the simpler tax structure, increased tax revenues, competitive pricing, boost to exports,
benefit to the corporate, benefit to industry, benefit to the Government, benefit to consumers and producers. That means, it should be a win-win
situation to everyone and even the win-win situation to the respective States, small or big whatever they may be, whether they are manufacturing or
the consumer States. It cannot be weighed in favour of manufacturing as against the consumers or it cannot be done with regard to the other States
also. That is why, even now, everybody says: "Yes, we want consensus among the States." That is how the Empowerment Committees have been
constituted. I also know that everybody cannot agree on everything. We know it even when VAT was introduced. I know it very well; I was the
Finance Minister and also the Chief Minister in Karnataka. I was also heading it. For introduction of VAT, I worked out the formula as the Chairman of
Sales Tax Revenue Commission and we said, let it be there. We all urged the Government of India at that time that even if some States do not
agree, it does not matter Some of the States took political stand. They said, we do not opt to VAT. But, ultimately, within one or two years,
everybody opted for it because it was beneficial. That is why, I know it very well that it is not that all the States should agree. There may be differing
States. But, ultimately it will work out definitely in the interest of the entire nation and even the States. Maybe that you have provided compensation
here, but what is the experience in the VAT? Even though the compensation component was provided, nobody could avail of it because it was not
necessary ultimately. The same thing may happen in the GST. Even though you have provided for it, I do not object. It is because, we have not
provided compensation knowing full well that it will adjust itself. But here you have provided compensation; it does not matter. At least the CST
compensation which you have allotted in the Budget, for all these two-three years, you have not paid it. At least it could have inspired confidence
among all the States. That is why, I am telling you that this is intended to be the win-win situation for all the States, even for the consumers and
even for the manufacturers. It will help every sector. This impact study could have been done only by the Standing Committee. This is what I am
telling you, it can be worked out considering all these components which I have said, which will have a positive impact. But if I start analyzing — I
am not going to take time of the House — each and every item, I must tell you, I can give you only 40 per cent marks. That means to say, you could
have made it a most beneficial legislation by saying that some of these things are conformed; it is not in conformity with the positive impact which
should be created by this amendment. That is why it would have been very well analysed by the Standing Committee.

There are a few negative impacts which could be created if the GST formula is not properly implemented. After the amendments, which are
passed by both the Houses, it has to get the approval of 50 per cent of the States. Thereafter, the Central Government and the State Governments
should come out with a GST Bill. And then, the IGST Bill has to be brought. These three Bills will have to be brought out. I know it very well. The
entire contour of these taxation measures cannot be included in the Constitution Bill. I think, sometimes we are doing a little more than what is
required. The Constitution (Amendment) Bill should not have gone into more details. That is a danger. That means, you have taken away this option.
You have taken away the powers of the State Governments in bringing out certain innovative things into the Bill. You are also binding every State
from not going beyond a point. They are empowered to go beyond that point. This could have been taken care into the Standing Committee. In an
Empowered Committee, this kind of a very specific micro level analysis is not being done. So, there are some negative impacts which can be created,
namely, by not using the correct accounting methods may results in discrepancies in tax competition and compliance. Have you ensured it? Have you
prepared any roadmap on that? There are other negative impacts like incorrectly claiming GST credits on bank fees; incorrectly claiming GST credits
on government fees such as land tax, council rates, water rates; incorrectly claiming a GST credit on the full cost of a business insurance policy; not
remitting GST on some government grants and incentives which are received inclusive of GST; GST is not paid on the sale of cars and equipment,
including the trade of motor vehicles; incorrectly claiming GST credits on wages and superannuation payments; incorrectly claiming GST credits on
GST-free purchases such as basic food items, exports and some health services; claiming the entire GST credits on a car purchased for more than
the luxury car limit; incorrectly claiming an upfront GST credit on assets financed by way of commercial hire purchase; incorrectly claiming GST
credits on payments for yellow pages advertising etc.; and claiming a GST credit when the business does not have a valid tax invoice at the time of
lodging the BAS. These are some of the negative impacts. How will you take care of all these? There are both positive and negative impacts. These
negative impacts can definitely mar the very positive impacts of taxation measures that we have adopted. I do not think there is any discussion like
that. I do not think the Empowered Committee had gone into these things in detail, both positive and negative impacts because they are not
supposed to do that. We have to do it here. That is why the Parliament is meant for That is why the Constitution Amendment is meant for. Sitting
on a higher pedestal and then being the interested party, I think, we can always do this. That is why I am presenting this argument.

Even across the Table, here in this Parliament, many times a proper discussion, an impartial discussion or an objective decision cannot take
place. That will take place only in the Standing Committee. Have you analysed it? We should not regret tomorrow. I think, this GST is being practised
in about 140 countries. It is not that we are doing it on our own. We could have borrowed the experience of those 140 countries. Is there any
semblance of evidence to show that the Empowered Committee had discussed this issue? Some of the lessons could be leamnt. It is not that we are
implementing GST for the first time in the world. It has always helped the countries. As far as we are concerned, whenever there is any change,
there should also be flexibility for this effective change because it is an innovative tax. That is why there is a need to study all that. Are you doing it
after implementing it? I think, there will be a lot of confusions. In any terms of innovative taxation, there should be clarity and there should be
certainty. If these two elements are lost, then that taxation measure will be totally distorted. That is how our country is suffering in many of these
things.

I am not just giving you a certificate even to our own Government. On taxation we also failed on retrospective taxation. At that time itself I



said that it was wrong. We make this experiment. Ultimately, that experiment will cost us, will cost this country very heavily.

That is why, you may claim it by speeches and better articulation but even today investment has not picked up in this country even after one
year. Even after you created this kind of a perception, a good investment climate, things have not improved. That is because fundamentally you have
not made changes. Governance and reforms are quite necessary even in taxation. That is why, I said that DTC and GST are two important pillars for
a game changer in this country. If you forego that, perhaps you will have to regret tomorrow. It cannot be done at all.

You will have to ensure whether GST is an improvement over VAT. You will have to show it as an improvement. Otherwise, it will put the
people into difficulty. GST would be applicable on supply of goods and services. The distinction should be very clear.

There are certain things which need to be done. You will have to improve the situation from that of the VAT which is in operation. I have listed
out 50 such anomalies to be set right. From VAT to GST, it is a graduation in a taxation proposal. Have you done this? I would like to know whether
any such analysis has been done. Of course, you have rightly said that the Empowered Committee is not entitled to do it. This can be done only by
some expert economists and analysts who are good at this field. That is why, I said that there is not one count but there are 101 counts which I can
demonstrate to the hon. Finance Minister, and it is a fit case to be sent to the Standing Committee. Do that. Do not stand on formality. You say:
"why should it go twice?" We had sent one Bill. I agreed for sending the company law. It is the best company law. I got it in comparison to many
other countries and brought out, according to me, the best of the company law. Again, the Chairman of the Standing Committee and others said that
it had to be again sent to the Standing Committee. Then, I sent it to the Standing Committee. We should not stand on formality. This is going to
create a country, a progressive country. If you want that India should be in the frontline in the superb countries, some of these taxation measures
will be the basic things. If these basic things are foregone and we do not do these, then you will have a number of problems which you will have to
confront tomorrow.

I do not want to analyse the international scenario. I have already said that 140 countries introduced GST. There are experienced and best
examples available with regard to New Zealand, Canada, Singapore, European Union and others. How they have acted upon it and how they have
implemented it is a matter which we need to study further.

In fact, it should create a national market. This is how the distortions have destroyed investment, and, you know, productivity of the country
has come down because we do not work on a national market. You have to eliminate cascading taxes and align taxation of imports and exports. In
many of these things, there exists variety of reasons to defy the need of GST in India. We need to work on that.

I know very well that in 2000 itself, the then Vajpayee Government started the discussion on GST. Kelkar Task Force had gone into this. It is
not today's history, it is a history in the making.

Lastly, with raising global forces and signing of free trade agreements, the need for nationwide simple and transparent system of taxation is
further enhanced. We will have to respond to the international market. So, Taxation at Manufacturing Level, Exclusion of Services from State
Taxation, and Tax Cascading, are the components, which need to be examined and brought about appropriately.

That is why it is an important Taxation. I welcome GST but not your Bill. The Bill will have to undergo more changes. So, it has to go to the
Standing Committee; and this is, practically, the opinion of everyone. I do not know why you stand on formality. If you have taken a decision that no
Bill will be referred to any Standing Committee because that is your practice since last one year, and if that is the practice, which is going to
continue for ancther four years, please state because then, we need not unnecessarily waste the time of the Parliament on this count. On every Bill,
we have to beg for! I think, the Parliament as a matter of right, demand Standing Committee. It is not a matter of charity.

With these few words, I conclude. Thank you very much.

15.41 hrs (Shri K.H. Muniyappa in the Chair)
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SHRI T.G. VENKATESH BABU (CHENNAI NORTH): I thank you, hon. Chairman, Sir, for giving me an opportunity to speak on this important legislation
the Constitution (One Hundred and Twenty-second Amendment) Bill, 2014.

Sir, on behalf of the All India Anna Dravida Munnetra Kazhagam led by hon. Makkal Mudalva;, Amma, 1 rise to oppose as well as to voice our
concerns on this Bill in its present form. Our Party the All India Anna Dravida Munnetra Kazhagam led by hon. Amma is not opposed to the idea of
tax reforms in our country. To add, I must say that we are not averse to reforms in any subject if they are pro-poor and the aim is public good.

We are opposing this legislation because it has not taken into account the views of all the stakeholders. You cannot suddenly bring a constitutional
amendment in the pretext of reforming indirect tax structure without even thinking or mentioning anything ever about direct tax reforms as well as
the General Anti-Avoidance Rule (GAAR).

15.56 hrs (Hon. Deputy-Speaker in the Chair)

Coming to the GST, it is a contentious issue not only in India but the worldwide. We know from the experience of many countries that bringing in
destination based tax is not very easy. The reason is that it shifts the taxation from the point of origin, which is the normal practice worldwide to the
point of destination. We all know that elections were lost and later won on the GST issue in Australia. Indian experience has also shown that State
Governments including the one headed by our hon. Prime Minister when he was the Chief Minister of Gujarat, opposed the GST Bill. The reason is the
loss of revenue.

Being a manufacturing and a net export State, Tamil Nadu is losing. In Tamil Nadu's case, we have a conservative estimate loss of Rs.10,000
crore per fiscal in addition to the revenue loss arising out of phasing out of CST and transfer of Input Tax Credit on Inter-state sales and Inter-state
stock transfers. The State also stands to lose substantial revenue arising out of subsumption of other taxes such as Entertainment Tax, Luxury Tax,
Entry Tax on Vehicles and Betting Tax etc.

Taxation shifting shipping from the point of origin to the point of destination has created a piquant situation of huge and recurring revenue loss
to the State. The sin we committed was industrialization of the State. Dr. Amma, a revolutionary and visionary leader committed herself to the rapid
industrialization of the State. We invested heavily on infrastructure both physical and human resources. A cursory view of the Vision 2023 Document
brought out by our hon. Dr. Amma will illustrate our sincere commitment to the overall growth of the State in all sectors. Tamil Nadu has been
voicing its concerns and seeking broad consensus on key contentious issues.



Our State is consistently pressing for arriving at a broad consensus on key contentious issues like compensation and methodology, revenue
neutral rates, floor rates with band, threshold limit, commaodities to be excluded from GST, IGST model, clarity on dual administrative control etc.,
before the enactment of the Constitution (Amendment) Bill on GST as these issues are very critical in determining the likely revenue shift and loss to
the State Governments. Without such consensus, agreeing to the enactment of the Bill will mean that the State will be at the mercy of the Union
Government or the GST Council.

Following are the specific issues on the provisions of the Constitution (One Hundred and Twenty-second Amendment) Bill, 2014 where the
State has raised its concern.

16.00 hrs.

First is the GST Council. The GST Council as proposed in the Amendment Bill will make recommendations on a whole range of issues relating to
subsuming of taxes, cesses and surcharges under GST, exemptions for goods and services, model GST laws, etc. This will override the supremacy of
the legislature both at the Centre and at the States in taxation matters. In the GST Council, the Union Government has one-third weightage in vote
and only two-third of the weightage in vote is given to States and Union Territories. Voting rights of States and Union Territories are equal
irrespective of their size. We are, therefore, opposed to the idea of the GST Council as a Constitutional body as it compromises the autonomy of the
States including in fiscal matters.

The other thing is inclusion of petroleum products under GST. Originally, power to levy tax on petroleum products was proposed to be kept out of
GST. However, now petroleum products such as petrol and diesel are simultaneously proposed to be levied with VAT by States and brought under

GST with zero rating. That is, initially no tax will be levied on petroleum products under GST. The date on which such tax under GST shall be imposed
has been left to the decision of the GST Council at a later date after introduction of GST.

Considering the short supply chain, collection of tax on petroleum products at the first and second points of sale is now being done efficiently and
without leakage. Presently 21 per cent of our sales tax revenue is only from petroleum products. Bringing these products under the ambit of GST,
even if at a later date after introduction of GST, will curtail the taxation powers of the States and entail huge revenue losses to the States as input
tax credit will have to be provided under GST. We, therefore, urge that the petroleum products be totally kept out of the purview of the GST.

The other thing is power to tax tobacco and tobacco products. In the Amendment Bill, tobacco and tobacco products are proposed to be brought
under GST. But the Centre has retained with it the power to levy excise duty on tobacco and tobacco products with no such provision for the States.
We, therefore, urge that the States should also be given similar power to levy higher tax over and above SGST on these products.

The other thing is revenue lost due to CST. Manufacturing States like Tamil Nadu stand to lose huge revenues to the extent of Rs.3,500 crore per
annum if GST is implemented as GST will be based on the destination principle. Hence, it was suggested by the State Government that the States
may be permitted to retain four per cent of the CGST, part of IGST, on all inter-State sales without crediting any amount to a compensation fund as a
permanent compensation mechanism. This has not been agreed to by the Government of India.

On the contrary, the Amendment Bill envisages that the States be permitted to levy additional tax on sale of goods to the extent of one per
cent in the course of inter-State trade or commerce for a period of two years or such a period as the GST Council may recommend. Further the
amendment Bill empowers the Government of India to exempt goods from this additional levy of one per cent. This is a temporary provision and will
not compensate the State for permanent losses. Hence, this provision is not acceptable and the State should be permitted to retain four per cent of
CGST, that is part of IGST, on all inter-State sales as well as transfer of both goods and services.

The other thing is provision for compensation. The Amendment Bill provides the Parliament to enact law to provide for compensation to the States
for a period which may extend to five years on the recommendation of the GST Council. The mechanism and formula of compensation is not clear. It
is indicated that the compensation proposed is to the extent of 100 per cent for the first three years, 75 per cent in the fourth year and 50 per cent
in the fifth year This is not acceptable to us. Taking into account the permanent losses that would accrue to the States, we urge the Centre to
provide 100 per cent compensation to the States for the entire period of five years. Consensus should also be evolved on the methodology and the
period relating to compensation. Further, such a detailed provision should be included in the Constitution Amendment Bill itself. There are many
other vital issues also; for example, the Herculean task of setting up the requisite information technology infrastructure for administering GST on a
pan-India basis as well gearing up and training authorities at the Centre and the States needs to be addressed.

The transition to GST is not going to be easy. It involves not only considerable work but also formidable challenges. Unlike in many countries where
GST is a centralized tax, in India it is leviable by both the Central Government and the State Governments. This implies that both the structure and
administration of the levy will have to emerge after detailed negotiations and bargaining between the Centre, 29 States and 2 Union Territories.
Given the sharp differences between and across the States over Sales Tax revenue as a ratio of Gross State Domestic produce, the interests of the
States do not always coincide and so considerable effort is needed to persuade them. This is going to be difficult since some States like Tamil Nadu
lose heavily.

There is another thing. Once the GST is rolled out, the cost of services is going to increase substantially. Presently, the service tax is 14 per cent
which is going to be notified soon plus 2 per cent Swachh Bharat cess which is also going to be notified soon. With unofficial revenue neutral rate,
expected it to reach 27 or 28 per cent once GST is rolled out. You and I have to pay 27 to 28 per cent as tax from the present 14 per cent for any
service like Speed Post, telephone Bill, life insurance premium and so on and so forth. In all walks of life, to avail any service, the common man will
have to cough up more money. You can imagine the negative impact on the common man. I am not going to other major issues since there is
paucity of time. As has been urged by us time and again, clarity on the implication of the Bill should be there. It is therefore essential to evolve a
broad consensus among the States on crucial issues before hand.

In GST, we sincerely hope that the present Government should withdraw this piece of legislation in the present form by referring it to the
Standing Committee to reach a broad consensus on all critical issues which create a win-win situation for all and then bring the legislation for
passing in this august House. I am sure that the Bill has ample potential to usher in monumental changes in the indirect tax regime in India. It is



only a starting point and we have to tread a long path in our nation's uninterrupted journey of development. Our humble request to the Government
is, kindly seize this opportunity and take on board all stakeholders and bring out a fine piece of legislation. The need of the hour is not political
scoring, but exhibition of a statesman's quality. We are sure the hon. Prime Minister, who is a champion of cooperative federalism, will understand
the sense of the House and the nation and take positive steps. I am also confident that the hon. Finance Minister will address the issue of trust
deficit between the Centre and the States and do a great service to the nation. True collective national vision is the requirement at this challenging
moment. Let us hope that good sense prevails. With an ardent appeal for re-look of the issue by the Government, I thank our leader Dr. Amma and
the patient Chair and conclude.

SHRI KALYAN BANERIEE (SREERAMPURY): Sir, broadly, we are supporting this Bill but we have some suggestions and some requests.

Very closely, we have examined the provisions of the Constitution (One hundred and Twenty-second Amendment) Bill, 2014. There are still some
major concerns of the State that have not been appropriately addressed. We have a request to the hon. Finance Minister. It is to hear our
suggestions and remove the difficulties since I have said that broadly we agree to this Bill.

So far as the GST compensation is concerned, it was unanimously agreed that the State should be compensated by the Government of India for loss
of revenue for at least five years. We are strongly of the view that this should be guaranteed by the Constitution itself. Section 19 of the Bill as it
stands today reads as follows:

"Parliament may, by law, on the recommendation of the Goods and Services Tax Council, provide for compensation to the States for loss
of revenue arising on account of implementation of the goods and services tax for such period which may extend to five years."

We suggest that in section 19 of the Bill, for the words, "Parliament may", the words, "Parliament shall" be substituted. Further, the words "for such
period which may extend to five years" should be replaced by the words "for a period not less than five years”.

In respect of inclusion of petroleum crude, high speed diesel, petrol, natural gas, and aviation turbine fuel, our stand all along has been that goods
and service tax should not be levied on petroleum crude, high speed diesel, petrol, natural gas, and aviation turbine fuel at least in the initial period
as presently these items are taxed at higher rates and constitute a major source of revenue for the States.

While it may be acceptable not to constitutionally bar levy of GST on such goods, the genuine apprehensions of the State about the revenue
collection from such goods also need to be appropriately addressed.

The proposed Article 279A for constitution of the Goods and Services Tax Council has the following provision relating to levy of GST on petroleum
products:

"(5) The Goods and Services Tax Council shall recommend the date on which the goods and services tax be levied on petroleum crude,
high speed diesel, motor spirit (commonly known as petrol), natural gas and aviation turbine fuel."

Even though the Bill proposes levy of GST on such items from the date to be recommended by the Goods and Services Tax Concil, it needs to be
ensured that GST is not imposed on such petroleum products at least in the initial period of five years after the introduction of GST on other goods
and services. For this, our suggestion is that the proposed Article 279A may be as amended as I am reading:

"(5) The Goods and Services Tax Council shall recommend the date, not being a date earlier than five years from the date of coming
into force of the parliamentary legislation in accordance with Article 246A, on which the goods and services tax be levied on petroleum
crude, high speed diesel, motor spirit (commonly known as petrol), natural gas and aviation turbine fuel.”

In respect of the power of State to impose tax on tobacco and tobacco products, it is stated that the Centre even after the amendment proposed to
entry 84 of List I, i.e. Union List of the Seventh Schedule shall continue to impose excise duty on tobacco and tobacco products. We urge that the
States should be treated on a par with the Centre and they too should be allowed to impose sales tax over and above GST on tobacco and tobacco
products. Thus, the entry 54 of List II, i.e. State List of the Seventh Schedule needs to be appropriately amended.

Regarding the proposed new Article 269A in the GST Bill, I would like to mention that since the revenue of the States will depend on the inter-state
transactions, they must have the authority to verify the transactions. So, for providing a legal framework, it is absolutely necessary that the relevant
enabling clause should be added to the proposed Article 269A as was earlier recommended by the Empowered Committee. While we appreciate the
partial release of compensation for 2010-11 of Rs.318.56 core in March 2015, it is felt that the balance amount of it, together with the compensation
for the years 2011-12 to 2013-14, should be released immediately. This will help in creating the necessary goodwill between the Centre and the
States and will provide the much needed comfort to the latter before introduction of the GST.

In 2010-11 the net compensation receivable was Rs.860.36 crore and the compensation received was Rs.540 crore and, therefore the amount
pending is Rs.320.36 crore. In 2011-12 the net compensation receivable was Rs.1048.91 crore and the compensation received was nil. In 2012-13
the net compensation receivable was Rs.1336.50 crore and the compensation received was nil. In 2013-14 the net compensation receivable was
Rs.1237.52 crore and the compensation received was nil. The total receivable amount was Rs.4483.29 crore and the compensation received was
only Rs.540 crore and the amount due is Rs.3943.29 crore.

Lastly and importantly, I would like to emphasise that GST can only succeed provided the States are financially strong. This is particularly important
to keep the federal structure intact and empower the States to effectively meet their developmental and infrastructural responsibilities.



The Finance Minister of our State had earlier requested the Union Finance Minister and I believe a number of times these points have been placed
before the hon. Finance Minister. We hope that these suggestions are taken care of by the hon. Finance Minister. At the very threshold I have said
that broadly we are supporting it but we are waiting. Since we are very happy to see your smiling face, we will also smile when we will get our dues.
Thank you.

SHRI BHARTRUHARI MAHTAB (CUTTACK): Mr. Deputy Speaker, Sir, I stand here after our good friend, Kalyan Da has just mentioned about the
trust deficit that was existing when the UPA Government was discussing about the GST. He referred to, very rightly, Section 19 which has become a
part of the Bill. I would congratulate the Government to have restored the trust deficit that had crept in. Because of non-adherence to the
commitment that the earlier Government had given to the respective State Governments, the GST had actually become something of a dream.

At the outset, I would say, right from the inception GST has been hailed as a game-changer. While I was insisting that it should be referred to the
Standing Committee at that time also I had said that this idea of GST will be a game-changer, making the whole country one market and the very
concept that there would not be compounding of taxes, repetition of tax after tax, it would help not only the traders, as Nandu Bhai has just now
mentioned, it will also help the consumers to a great extent. In that respect I would say, a great change will occur, a game-changer in reforms that
aims to make India a single seamless market. The fundamental objectives of GST are the removal of cascading impact of taxes, to bring
transparency in compliance, to boost investment and thereby enabling a 1-2 per cent increase in the country's economic growth. In this new Bill,
there are certain areas that vitiate the principles of GST and could possibly hamper the ease of doing business. For example, what has been
mentioned is the additional non-credible one per cent tax in Clause 18 of the Bill which proposes one per cent on the supply of goods in the course of
inter-State trade or commerce to be levied at source. The term of the additional tax is for two years or such other period as the GST Council may
recommend. This is a talk of the town today that when already the loss for the States has been compensated, then why do you have a one per cent
more?

Sir, the Task Force on GST appointed by the 13 ™ Finance Commission had recommended significant broadening of the tax base and had suggested a
single low rate of 12 per cent, that is, 5 per cent CGST and 7 per cent SGST. What is the proposal now? Initial proposal to set the GST is at 27 per
cent which is indeed very disconcerting. A high GST rate will be unviable for the economy that would lead to a significant inflationary pressures. That
will affect consumer sentiments and alienate weaker sections of the society.

The idea of GST is from European market. What is the GST rate in European market? It is 13 per cent. What do we have after our Empowered
Committee went around Europe and to Canada? We have come back with 27 per cent. The revenue neutral rate needs to be kept low to spur
growth, contain the inflationary pressure and achieve higher compliance. What we find today is that this Government is going in the opposite
direction.

Sir, I come to the major issues which our Government from Odisha has been putting forth. But before coming to that, I would say that from a
road block during the UPA regime, the incessant effort of this Government has finally seen how to implement GST. We have seen this during the last

one week or 10 days time. The Constitution (Amendment) Bill when passed would be implemented from 15t April, 2016. I would mention here
categorically that our Party, Biju Janata Dal, is in favour of any reform in the taxation system. That will help in growth of the economy. It should also
protect the fiscal interest and autonomy of the State.

There are four issues which need to be addressed. First is relating to the CST compensation. At least, one is assured by this Bill that
compensation to the States for loss of revenue arising on account of implementation of the Goods and Services Tax for such period which may
extend to five years is mentioned. Now the Union Government will be duty bound. Legally, this has to be implemented. The commitment which was
given by the previous Government was not kept. Odisha, for instance, is suffering from loss on account of reduction in CST rate. Odisha had claimed
Rs.4702.21 crore towards CST compensation for the period 2007-08 to 2013-14 but has received Rs.1464.73 crore up to 25t April, 2015. Nothing
else has flown in between. Non-release of compensation on account of loss towards CST reduction has caused trust deficit between the Union
Government and respective State Governments. Now, the Government has brought it into the Bill to make it legal. This is being done only to gain
confidence. Why does the Government not start the release of money? Once the Government starts the release of balance amount of CST
compensation, it would infuse confidence. Here, I would like to say that this compensation to the States for loss of revenue arising on account of
implementation of CST will be for five years and the compensation will be on a tapering basis. That is, 100 per cent for the first three years; 75 per
cent in the fourth year and 50 per cent in the fifth year.

Sir my second point is about the Green Tax. That is a proposal which the Government of Odisha has put forth in the meeting of the Finance
Ministers. I have moved an amendment highlighting the issue. On earlier occasion I had raised it in the House and the hon. Finance Minister had
responded in a different way. This is for all mineral bearing States, not only for the State of Odisha. It would help those States in a very big way.
Qdisha is a mineral rich State and a major share of minerals are either sold for consumption in other States, or used in production of goods which are
sold to other States. Under GST, the Destination Principle applies and the mineral producing States where pollution is localised do not get any part of
the revenue. It is only the consuming States that gets the tax revenue, whereas the pollution is suffered by the citizens of the producing States. Why
does the Government not take into consideration the adverse environmental impact? I have proposed for the levy of an additional non-rebatable cess
subject to suitable framing of guidelines. The GST Council may take a decision after consultation. But I would like to have an assurance from the
Government. I would like to suggest that there should be a new entry in the Seventh Schedule to the Constitution, State List as 54 (a) -- "other
polluting goods and services to be notified by the GST Council'. This would go a long way in mitigating the problem the mineral bearing States would
have to bear because of pollution. Thus the mineral rich State may impose Green Tax outside GST on despatch of minerals in course of inter-State
sales and branch transfer and exports. VAT, CST, Entry Tax and Entertainment Tax will be subsumed today in GST. Therefore, in stead of leaving it

to the Council to take a decision, the Government may put it in the Bill. That is our suggestion. I would like to make it very clear that in the Council



with 29 other stakeholders, with mineral bearing States hardly eight to nine of them, does the Government expect other States will also support it?
But here is a request to the hon. Finance Minister and to the Central Government that it should be put in the Bill so that it becomes a national Act
and it becomes binding on others.

Sir, the third point is about the Union Government's power to tax tobacco and tobacco products. This power is not given to the State Governments.
The consumption of these products is to be discouraged. Every State should have the right to levy on these products and accordingly discourage its
use. Therefore, I urge upon the Government that tobacco and tobacco products should be included in entry 54 of the State List so as to enable the
States to levy higher rate of tax on it.

The fourth point, one may say, is a bit theoretical. It is about the decision of the GST Council. It is there in this Constitution Amendment Bill. There is
a new article 279 (a) to constitute a GST Council. It has been proposed in the Bill. It is proposed that every decision of the GST Council shall be
taken at a meeting by a majority of not less than three-fourth of the vetted votes of the members present and voting. The vote of the Union
Government shall have a vetted of one-third of the votes cast and the votes of all States taken together shall be vetted at two-third.

Under the proposed amendment, if all the States vote in favour, which would be a rarity, and if the Union Government votes against the views
of the States in the meeting shall be negated by the single vote of the Union Government as the States taken together cannot have three-fourths
majority. This is pure mathematics. In this situation, the Government will have a veto power.

Therefore, I have suggested that the Union Government should have weightage of one-fourth of the total votes cast and all the States should
have weightage of three-fourths of the votes cast and the decision should be taken by three-fourths majority. But I believe that such a situation will
never occur because, for a country, both Centre and States have to work in tandem and have to work together.

Here, I would say about inter-State taxation system which will be there for another two years after the implementation of this Act, namely, 2018.
But the issue is relating to inter-States sales.

At present CST amounting to two per cent is collected for inter-State sales and zero per cent on branch transfer and exports.

To explain it a little further, I would say if the Tata Company's factory is in Jamshedpur, and the mine is in Odisha, they do not pay a single rupee as
tax to Odisha Government on whatever minerals they take to Jamshedpur. This is branch transfer. Odisha does not get a penny. The minerals go to
Jamshedpur, that is, to Jharkhand. This is branch transfer. Our concern here is exports.

For instance, on minerals despatched by Tata Steel and others to its branches outside the State, no CST is collected. It should be brought into GST
fold.

For your information, I may also mention here that the total CST is around Rs. 917 crores which has been collected during 2014-15 out of which CST
on coal and minerals is Rs. 250 crore. Odisha Government will be collecting one per cent on inter-State sale for two years. We do not know what
happens after that. The Council has to take a decision. Should we wait for the GST Council to look into this matter? It would be better if it is
addressed when the Bill is under consideration. No wonder that the Finance Commission had raised questions on exclusion of goods from GST. The
13" Finance Commission had recommended that tobacco and alcohol should not be excluded from GST. The 14t Finance Commission said that
exclusion of any is not desirable. However, IMF has said that GST will improve tax compliance and enhance growth by 1 to 1.5 per cent over time but
it has also said that GST may not add substantially to the Government's revenue in the near term.

This reminds me of Benjamin Franklin. He is a very well known person and many of us in the House know about him. He had said: "In this world,
nothing can be said to be certain except death and taxes.” Sir, I am reminded that whenever any Government — this is a quotation of the French
Revolution — comes out saying that they are doing good for the subject, you are going to benefit because of small deviation in taxation, the subject
should know that greater tax is going to be imposed and here, we have 27 per cent tax coming. Yet I would say with a year on year delaying in the
Government's timeline for implementing GST, there should not be more delay.

Our attempt of sending it to the Standing Committee was not to delay the Bill. We were only insisting on the question of propriety. There should not
be more delay. That is our Party's view. After introduction of this new Bill, the Standing Committee could have been asked to deliberate and give its
Report.

We are in the first week of May today. Sir, hon. Speaker has already taken a decision and you have pronounced it from the Chair. I need not debate
on that issue. We all will abide by the ruling. But instead of going into the full history of GST, how it has developed and what has transpired in the
last so many years, I would only reiterate only one point of demand. It is on the imposition of green tax. We would stick to our amendment and
would like to impress upon the Government and the hon. Finance Minister to bring forward an amendment to that effect.

With these words, I conclude.

SHRI RAHUL SHEWALE (MUMBAI SOUTH CENTRAL): Hon. Deputy-Speaker, Sir, I thank you for allowing me to speak on the 122" Constitution
Amendment Bill to facilitate the introduction of the Goods and Services Tax (GST) regime in India.

16.36 hrs (Shri K.H. Muniyappa /in the Chair)

Sir, at the outset, I place on record my sincere thanks to the hon. Finance Minister for bringing forward such a Bill that may remove the existing
complicated tax structure and pave the way to legislate the uniform tax structure around the country.

Sir, it is understood that GST will replace all indirect taxes levied on goods and services by the Central and State Governments. It is aimed at being
comprehensive tax regime for most goods and services. Our country is a federal republic, and the GST will thus be implemented concurrently by the



Central and State Governments as the 'Central GST' and the 'State GST' respectively. Export will be zero-rated and imports will be levied the same
taxes as domestic goods and services adhering to the destination principle.

I have gone through minutely the amendments proposed in the Bill by the hon. Finance Minister. I observed some points. Hence, I would like to
share them with the august House, which, I think, may affect tax structure of the State Governments and may bring extra burden on the public
exchequer. Being the public representative and Member of Parliament from Mumbai South-Central Constituency of Maharashtra State, it is my
humble duty to highlight how the proposed amendments would affect the revenue of the Municipal Corporation of Greater Mumbai.

The proposed One Hundred Twenty Second Constitution Amendment Bill facilitates the introduction of the Goods and Services Tax (GST) regime in
India. GST will replace all indirect taxes levied on goods and services by the Indian Central and State Governments. The above Amendment Bill seeks
to omit Entry 52 of the State List of the Constitution of India.

I would like to submit my view in regard to omission of Entry 52 of the State List of the Constitution of India. Entry 52 of Seventh Schedule, List-II of
the Constitution of India empowers the Municipal Corporation to levy taxes on the entry of goods into local area for consumption, use or sale therein.
Due to omission, the powers vested with the Municipal Corporation to levy such taxes would be eliminated; thereby the present source of revenue by
way of octroi would not be available which would have adverse impact on the Municipal Corporation's revenue income. Due to cash liquidity and
buoyancy in octroi, local body taxes, there is a preservation of financial autonomy as well as adequate financial resources of the urban local bodies in
Maharashtra, and omission of Entry 52 of the Constitution of India, the financial autonomy of the urban local bodies will be jeopardized.

After the 73" and 74t Amendments to the Constitution, the responsibilities of the local bodies have increased manifold. It is necessary that
the resources available to local bodies should be commensurate with the obligatory and other discretionary responsibilities cast on them and that
the local bodies have adequate autonomy in the matter of raising such resources to meet the expenditure of essential civic services and also have
adequate resources to meet the demands of maintenance and new capital works.

Mumbai is the financial capital of India and is the biggest Municipal Corporation in the country; and considering the dependence of this
Corporation on the revenue generated from taxes, we are very much concerned to safeguard the interests of the revenue by which the Corporation
may be able to provide infrastructure projects to the growing population to meet its demands.

In view of the points raised by mein my speech towards adequate financial security of the Municipal Corporation, I have moved some
amendments to this Bill.

In Clause 12, 279(a), it is stated that the Goods and Services Taxes Council shall consist of the following Members — one is the Union Finance
Minister, who is the Chairperson of this Committee; and the other Members are the Union Minister of the State in charge of Revenue and the
Minister in charge of Finance or Taxation or any other Minister nominated by each State Government. I propose that the Mayor of the Metro City
shall be inserted in this Clause.

In Clause 17, the Entry 50 shall be omitted. I propose that this Clause should be deleted or tax on Entry of articles — crude oil, petroleum
products, liquid vehicles, and cigarettes into local limit for consumption, use or sale therein - shall be substituted in Entry 52, Seventh Schedule, Part
II of the Constitution of India.

In Clause 19, I propose that Parliament may by law on the recommendations of the Goods and Services Taxes Council provide for compensation on
the States for loss of revenue arising out on account of implementation of the Goods and Services Tax for such period, which may be extended to five
years. I propose that the word “may' be substituted by the word “shall' and after the word *States', the words *Urban Local Bodies' shall be
inserted, and in place of the word " five', the word " ten' shall be substituted.

Hence, I would request the hon. Minister to safeguard adequate financial security of the Municipal Corporations and other local bodies of the
States; the right to collect Octroi by them shall be allowed to continue. With these words, I support the Bill. Thank you very much.

DR. RAVINDRA BABU (AMALAPURAM): Thank you very much for giving me an opportunity to speak on this historic Bill on indirect taxes, that is, the
Goods and Services Tax. We have seen the evolution of indirect taxation as far as Central Indirect Taxes is concerned. It is unbelievable that from
tobacco and salt, it has been evolved to the GST making India an elite hub for manufacturing activity. It is very important in the context of *Make in
India' slogan given by the Prime Minister. To make tax administration, especially "indirect tax administration' smooth which would definitely
encourage world class entrepreneurs and manufacturers to come to India because GST would definitely pave the way for smooth tax administration.
Before the GST, in the Ease of Doing Business Index, India was ranking 142 in the world; India is ranking even below Nepal, Sri Lanka, Bhutan and
other countries. With one stroke of the GST Bill, our country will catapult into such a position that it would become a very attractive destination.

It will subsume a lot of taxes in the Central Government. For example, the Central Excise Duty, Service Tax, Additional Customs Duty, CVD,
etc. would be subsumed into the Central Excise Duty. Sales Tax, Octroi, Municipal Taxes, Luxury Taxes would also be subsumed into the State GST.
There is another GST which is called the IGST. Therefore, we understand that there is a triple levy administered by dual administration. There are
State officers who will administer this tax; there are Central officers who will administer this tax. As I understand the Central GST would be
administered by the CBEC, Central Board of Excise and Customs, whose Chairman is on record saying that they were never a part of the process of
the GST. I don't know how the CBEC is going to administer the GST, if at all it is entrusted with this work. The State GST is run by the State officers.
I do not know how far they are well aware of the contours of the State GST, especially IGST, inter-State GST which is inflationary in its nature. How
is it going to be tackled when it unfolds?

I have a small suggestion. Article 312 of the Constitution of India provides for creation of All India Services like IAS, IPS which were created in 1947.
In 1966, Indian Forest Service was created. Now, I feel that there is a need to create IRS (GST) All India Service. The GST officers can go to the
States and administer the State GST and the Central GST also very effectively because these are the CBEC IRS officers who are well trained in the



indirect taxation, well trained in the indirect tax collections and they are also well trained to understand the notifications and litigations. For
example, the present regime, the present scenario of GST which is presented in this Bill, there is a possibility of the Central officers knocking the
doors of a businessman, State officers knocking the doors of a businessman on the receipt of an intelligence that there is tax evasion. The Central
Government officers may not find fault with him; the State Government officers may find fault with him. The tax limit being Rs. 10 lakh, there is
every possibility that he will be booked under the State Government tax rules. If they book the case, the Centre also will try to book the case. If they
do not book the case, it will lead to litigation.

At the adjudication stage, it is not very clear in the Bill, where the appellate authority is, how the adjudication process will take place and how it is
going to be resolved. The limit of Rs. 10 lakh, which is envisaged in the proposed Bill, we doubt whether it is going to be misused. It is because, in
service tax, people have seen, when the limit of Rs. 10 lakh was put, so many people floated so many companies in order to keep themselves under
the slab of Rs. 10 lakh. Therefore, the same thing may be repeated in the GST. If that happens, instead of expecting 1.2 or 1.5 per cent GDP growth,
we may lose that much back. Every man, every common man in this country is looking forward to GST not because of decoration purpose, but it is
going to end the inflationary process; it is going to reduce the prices of the commodities; it is going to reduce the prices of the services. The
businessmen are also looking forward to it because it is going to make their tax administration and tax payment so smooth, so easy. Therefore, very
enthusiastically people are waiting for it.

I appreciate the Finance Minister in pushing forward this Bill very restlessly. Our Chief Minister, Chandrababu Naidu garuv is also very restless in
pushing forward the economic reforms. He does not sleep also for more than two-three hours in night because he believes that unless the country
becomes economically strong, no country can progress well. In the same way, I understand the Prime Minister, I understand the Finance Minister in
being restless in pushing the historic GST Bill forward. It is because, this is the Bill which is making history in India after 1947 to make India
economically very strong. So, let us take this opportunity to bury the differences of the political parties and support this Bill. If there are any
problems faced by the Bill, we will definitely take it head-on by creating some tax resolution mechanisms. While it unfolds, let us wait for it. Let us
not wait for how to start the mechanism of resolution first and then unfold the Bill. Let the Bill be unfolded; resolution will be automatically in its
place. For example, we have High Courts, we have a Supreme Court, we have a lot of tribunals, we have so many adjudicators, so many eminent
economists and financial advisers. Let us not have any apprehension about GST. We have been waiting for this historic Bill. I think this is one of the
historic Bills to reduce the common man's burden of purchasing the goods and services from the market. Businessmen are also looking for a lot of
industrial growth, a lot of industrial setting up so that employment generation also will increase. The country is going to get benefited with the
introduction of GST.

I fully support it on behalf of Telugu Desam Party, on behalf of my colleagues. I also beseech upon all my colleagues, let us support the GST Bill. Let
us not oppose it for the sake of regional and political considerations. If there is any problem in the amendments which are irrelevant in comparison

to the earlier Constitution (115" Amendment) Bill — now it is the Constitution (122"d Amendment) Bill — let us resolve it by resorting to so many
processes. But let us not defer it. As the Finance Minister correctly said, by deferring it or by sending it to the Standing Committee, we are going to
lose one year. One year is very costly for a poor country like India. So, let us make it as early as possible. But, let us make tax administration also as
smooth as possible by utilizing the best services of the Central Board of Excise and Customs.

Thank you, Sir.

SHRI KONDA VISHWESHWAR REDDY (CHEVELLA): Thank you, Sir. Let me start by saying that the GST is indeed a positive reform and has the
potential to enhance the economy of the country and of the individual States. Further, it will enhance enforcement and collection of taxation.
Monitoring and enforcement will no longer be the sole responsibility of the Commercial Tax Officer, the industry will take part in this. A tax compliant
company will ensure that all its suppliers are also tax compliant. Otherwise, the penalty will be faced by the tax compliant and it has to pay double
taxes. The company that cannot recover the tax paid to them through VAT crediting mechanism will ensure all its suppliers to be tax compliant. The
GST will encourage supply chain mechanism which is tax compliant and self-enforcement, from raw material manufacturer to component
manufacturer, to end product users, to distributor and to retailers. Even the retailer becomes tax compliant because of their clean audit trail of tax
payment. This will also ensure that corruption is reduced.

I do believe in the Government's projection that 1 to 1.7 per cent increase in GDP will be solely because of GST. However, I have several
reservations. Hon. Veerappa Moilyji has already expressed the issue of Council's consensus versus voting. But the GST itself has a long history. In
2006, it was proposed by the then Finance Minister and they planned to implement it from 2010. Then there was a study paper in 2007. There was
phasing out of CST. Then, an Empowered Committee was formed and the history goes on. In the year 2013, the Empowered Committee had
rejected the Central Government's proposal to include petroleum products into the GST. And finally, after this iteration, we are here today once
again discussing the GST.

We imagined that all these anomalies and issues would have been ironed out but that is not the case. There are still so many issues which the hon.
Members have already raised. I have some of the issues here. Many hon. Members have also mentioned them. One of the issues is the one per cent
inter-State transfer tax. While the very concept of GST is to avoid cascading tax, this one per cent itself translates into a cascading tax. Many
products are not made at one place. There was a detergent manufacture;, who explained that his salt comes from Gujarat, then they go to
Rajasthan and then the raw material is stored in Madhya Pradesh. So, it goes through seven States. This one per cent actually translated to not just
seven one per cents but cascaded seven one percents and sometimes it goes upto 10 per cent. We definitely need to review it. The one per cent tax
is actually a legacy of the old CST system in the GST environment. As someone said, it contaminates the purity of the GST system which is actually
very good. Its effect on certain industries is very detrimental. Like for example, the steel industry made a representation. The Bhilai Steel Plant
cannot sell its steel directly to a consumer in J&K because the manufacturer sells steel in hundreds of tonnes. It gets stored somewhere in Noida
and Gurgaon. Then, a dealer in Delhi sells it to J&K consumer. Sometimes the consumer cannot buy 20 feet long tubes or pipes, so they cut it and
then sell it. In that case, the net effect is four or five per cent. So, this one per cent is really not one per cent.



Also the exclusion of real estate will mean no credit will be allowed for taxes paid on inputs such as steel, cement, etc. All our buildings, factories,
cell phones, cell towers, power transmission towers, bridges require steel and cement. It will also dilute the benefits of GST in this industry. The GST
is very powerful. It is not just an economic tool. It can also bring about social changes and reduce certain types of crimes. Actually, good
implementation of GST and covering real estate may actually reduce sand mafia.

Sir, I am a member of the Standing Committee. We had representations from many industry groups. I mentioned a couple of them — detergent as
well as steel. Every industry group, which approached us, appealed to us and said: "GST is good for us but these are certain issues." These need to
be resolved.

GST does not subsume many products and it excludes petroleum products, cigarettes, alcohol, etc.

GST is very powerful. As I said, it is not just an economic tool to increase; it can bring about social changes. I would like to draw the attention of the
House to a very sensitive matter. India is fast becoming alcoholic. We have the largest number of whisky drinkers in the world. We have the largest
consumption of liquor. Now, being very politically right, they did not want to encroach upon States. In many States, in excess of 15 per cent of the
State annual revenues is coming from alcohol-related items. So, they did not want to touch upon those. The States also tax very high on petroleum,
cigarettes and alcohol. I would just like to focus on the issue of alcohol.

The States charge high rates because these are harmful products. These products cause harm to those who consume it, those around them, to our
environment and to society. The States should be allowed to charge special taxes at a very high rate because they control harm as well as it raises
revenue for the States. At least that is the intent. But that is not happening exactly. As far as smoking is concerned, we are one among the highest
in the world. As far as consumption of alcohol is concerned, we are the highest.

Besides the issues and anomalies raised, the Bill misses a great opportunity to bring about a social change. Today, we have the duties on these
harmful products. I would like to call them 'harm taxes'. The States charge various types of duties and taxes on alcohol. I would like to call these as
'harm taxes'. This tax is based on the price of alcohol. It is not based on the quantity of alcohol. For a cheap quarter bottle of liquor, the tax is low
and for an expensive quarter bottle of liquor, the tax is very high but the harm causes to a person is the same. So, I think, this GST Bill misses an
opportunity to change this from a price-based tax to a quantity-based tax. There is an example. We have the cheapest liquor, very high quality liquor,
and it costs Rs.45 per quarter bottle. It is consumed extensively in the rural areas. We have the hon. Prime Minister who is talking about 'Made in
India'. In most of the Indian products, the machinery quality is very low but there is one thing. Even Germany and Brazil import our distilleries, They
make the highest quality of distilleries at the lowest price. So, this is not the intent. Rural India is fast becoming alcoholic. We have made our
country alcoholic. So, GST misses a great opportunity. This needs to be reviewed.

Finally, I would like to conclude by saying that our State, being a big consumer State, actually benefits from GST. We support GST with a reservation.
Unless all these issues, including one per cent inter-State tax and consensus of the Council versus voting, raised by various Members are addressed,
we cannot support this Bill.

Thank you very much.

SHRI JITENDRA CHAUDHURY (TRIPURA EAST): Hon. Chairperson, Sir, thank you very much for giving me this opportunity.

I rise here, on behalf of my Party CPI (M), to share our views on the GST Bill. We are positive on this Bill but simultaneously we have some strong
reservations and opposition to the present form of this Bill.

Sir, this Bill is proposed to be a comprehensive indirect tax levy on manufacture, sale and consumption of goods. Definitely, such tax reform is very
much required because our tax regime is backdated.
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Most of the taxation laws were legislated during the colonial era. Definitely, they have to be replaced by the progressive and positive ones. This is
also one such Bill. But here, we have some reservations. There must be some provisions to compensate the States for certain period for their
revenue loss.

Sir, of course, this issue of GST before coming in the form of a Bill, had been debated among the States by the Empowered Committee. Look
at the vastness of our country and uneven development of States with their varying capacities. Many of the learned Members have also expressed
that there are some States having their resources, minerals etc, but they are not the manufacturing or consuming States. So, those States would be
losing the revenue. That is why this loophole should be discussed further. All the States should be looked after and get the benefit.

Secondly, Sir, it is proposed in the Bill about the formation of a GST Council. This GST Council should be empowered by the legislation. If it is
seen through this mechanism that the revenue deficit States are not being benefited, there should be a provision in the legislation that for a certain
period, those States will be compensated.

While introducing the Bill, the hon. Finance Minister said that it is a win-win situation for both the States and the Centre. What does he mean
by saying win-win? India is a Union of States. Most of the programmes and services are provided by the States. Unless the States are empowered
and benefited; and if the taxes and revenue would not flow to the States, how would the very fundamental programmes be undertaken by the
States? So, it must always be seen that the States are fully empowered and benefited. This type of a situation should be created.

Sir, in his speech, my friend Shri Konda Vishweshwar Reddy argued that alcohol should be excluded from the ambit of GST. I think according to
one survey conducted by the FICCI, there are some products, which have huge share in the grey market. Almost 16.7 per cent grey market develops
out of this alcohol because in different States there are so many adulterations going on. At the international borders with our States, alcohol is



smuggled in a huge way. So, if it does not come under the revenue net, the grey market will go on flourishing, which would not only hamper our
economy but also hamper our society. So, I think there should be some thought on it. I am not just opposing it but there should be some thought
given to it whether alcohol and other related products should be brought under the collective net.

Sir, we heard a very thought-provoking argument from our learned hon. Member, Shri Moily saying why this Bill should be sent to the Standing
Committee. The concept of GST has started since 2000 under the Chairmanship Dr. Asim Dasgupta, the then Finance Minister of West Bengal. It has

been debated for more than last 12 years. In the form of Bill, it has come during the 15t Lok Sabha. Now, during the 16t Lok Sabha, there have
been certain changes which are proposed here. If these changes are not rectified at the various stages of its implementation and if we move in a

hurry to roll out from the next year that is from 15t April, 2016, then, it will have a very long run impact to our economy.
So, I would recommend that it should be referred to the Standing Committee.

The Finance Minister of that particular State is the Chairman of the empowered Committee. This is a good gesture. It was started during the UPA
period but there should be some propriety. This empowered Committee is chaired by the Finance Minister against whom there are so many things
happening. It will have far-reaching impact. So, it should be chaired by someone else.

In the 739 and 74" Amendments, there has been devolution of power and devolution of the funds and simultaneously, the local bodies are
empowered to raise some resources for their development and for other things. In this Bill, there is no clarity on that. So, I think this issue should be
discussed further. Otherwise, this will remain incomplete. With these words, I conclude.

SHRI VARAPRASAD RAO VELAGAPALLI (TIRUPATTI): I thank the Chair for giving me this opportunity. Once Benjamin Franklin said:

"In the world, nothing is said to be certain except the death and taxes."

India is generally averse to paying taxes. Therefore, whenever we shift from one regime to the other regime, we have to be extremely careful while
making it simple. The reason is that the evasion of taxes will be high if proper rules and regulations are not properly observed. The temporary
exclusion of petroleum, crude and other products may not be advisable because it may lead to inflation. So, as soon as possible, the inclusion of
petroleum, crude and its products may be included in this Bill.

My apprehension is with regard to what earlier Members have mentioned. The tobacco is a part of the GST base but the Centre alone can levy
special excise duty without the States having that power. Therefore, there is inequality between the Centre and the States and that inequality could
be avoided. The success of the GST depends upon its rate. As many Speakers have spoke about this, in other countries, it ranges from three per
cent in Singapore to ten per cent in Australia. It is less than ten per cent in Canada and it is also ten per cent in New Zealand whereas India is
proposing to have twenty seven per cent. Therefore, we must see that the real intent of the GST would be serving any purpose in reducing the taxes
for the consumers. At present, there are specialised reduced rates for processed food products for certain backward areas. GST is going to remove
that. Therefore, the Government should consider continuation of special rates on the processed food in these areas.

There is also no clarity on the merit rates of certain items and the States are losing their autonomy in this regard. Therefore, the Government should
also consider merit rates on certain items.

Certain States levy Octroi duty on entry of goods. When a uniform tax will be imposed by way of GST, it will make certain States like Maharashtra
and Telangana, which are imposing octroi, to lose its benefits. So, that has also to be considered.

Also, there is no clarity on taxation on work contracts, software and intangible things. That also needs certain clarification.

GST is believed to ensure a unified market. But by excluding these items, at least the alcohol and petroleum products, it does not ensure the unified
market and it might lead to inflation.

Alcohol, which is a product for human consumption, is now being excluded from it. Alcohol has a plethora of taxes like Excise Duty, Sales Tax, Inter-
State Export, import fee, production licence fee, bottling fee and many other taxes. I request the Government to consider it and bring alcohol into
GST regime as early as possible.

By having duplicity in alcohol — one for industry purpose and the other for human consumption — you will have to face the problem of administrative
complexities. For example, in hotels, the GST items and non-GST items are sold. Similarly, in departmental stores, the same problem would occur.
Therefore, the administrative complexities should be avoided by bringing all the items into GST regime once the Government decides to implement it.

The next most important thing is the automatic compensation mechanism. What most of the States are observing is that the Central Government
will compensate States for loss of revenue arising on account of implementation of the GST for a period up to five years. But what would happen
after five years? The hon. Deputy-Speaker has earlier mentioned that taxation is an unending process. Suppose, you compensate for the first five
years, what would happen to the States, which are involved in automobile and other industries? They would be losing after five years. Therefore, to
make it a harmonized structure and ensure a uniformed market, an automatic compensation mechanism should be evolved.

The other important issue is that the States should be given opportunity to have additional resources in case of natural calamities and disasters. For
example, if there is a flood, the State should be able to raise revenue through the additional resources. So, this should also be considered.



Jammu and Kashmir and the Northeastern States are the Special Category States. The uniform taxation cannot be applied in these States. Therefore,
at the time of implementation of GST, the concerns of these States may also be taken into consideration.

In my view, a proper monitoring and evaluation cell should be created as soon as possible to make the GST effective and to study its impact on GDP,
inflation and other aspects of economy.

The Centre should also provide technical assistance to the States particularly for e-filing of tax returns. If the Centre is in a position to provide
technical assistance to those States, which require technical support, it would be very, very effective and would make the system uniform in all the
States. Moreover, the duality in system both at the Centre and in the States leads to multiplicity of authorities. So, this should also be addressed to.

At present, only the Centre and not the States can levy tax on manufacturing of goods. But by this amendment, it should not open a Pandora's box
whereby the States on their own can, if not today but tomorrow, tax the services.

There are several States where several taxes exist like Excise Tax, Motor Vehicle Taxes, Passenger and Goods Tax, Stamp Duty, Registration, etc.
Are you going to make it more harmonized and uniform market? Have the taxes being taxed by various States been taken into consideration where
GST regime is being introduced?

With these points, I once again thank the Chair for giving me the opportunity and my Party also. Thank you.

SHRIMATI SUPRIYA SULE (BARAMATI): Thank you, Sir. I speak on behalf of my Party, today, on The Constitution (One Hundred Twenty-Second
Amendment) Bill. I wholeheartedly support it because, fortunately, we have been a very progressive Party from an exceptionally progressive State.

GST is something that our State has been preparing for, and over the last 10 years, Maharashtra has been one of the most forthcoming and
progressive States in all the various discussions that have taken place, which has got system, solutions, very keen on implementing the GST, and we
have been consistent. ...(Interruptions)

SHRI N.K. PREMACHANDRAN (KOLLAM): Firstly, hear the second part of the speech also before applauding. ...( Interruptions) 1t is just like the
speech of Mr. Veerappa Moily. ...(Interruptions) You have congratulated for the first part. ...(Inferruptions)

17.16 hrs (Hon. Deputy-Speaker in the Chair)

SHRIMATI SUPRIYA SULE : So, while we all do have anxiety and a few questions because most States, including Tamil Nadu, has shown a lot of
concern about the manufacturing States. We are also one of the manufacturing States and we also have concerns.

There have been a lot of miscommunications, maybe, in the media. So, I want to clear one thing right at the beginning. The last time, when
the hon. Finance Minister introduced the Bill and wanted to pass it, all of us walked out purely on procedural grounds. I think that most of us felt
unanimously that way only. I just want to clear it for record because a lot of newspapers have even declared that most of us were against GST. So, I
want to clear this right at the beginning that we are not against GST. We are a pro-reform Party, and we only walked out on procedural grounds. We
did not walk out against the Bill.

There are only a few clarifications that I will ask the hon. Finance Minister to make so that we feel reassured because this entire Bill is very
Centre-oriented and it is a leap of faith. We are trusting the entire Central Government that they will hold to whatever they have committed to in
various speeches. Right now, the administrative issues are still very vague. We do appreciate that we have only 11 months to go. It is a very
ambitious plan. We have to make the Council; it has to go into the States; and States have to make their own rules. So, will this entire procedure
...(Interruptions)

HON. DEPUTY SPEAKER: No, no comments please. Let her speak. You can speak during the time allotted to you.
...(Interruptions)

SHRIMATI SUPRIYA SULE: I am showing our anxiety only for my State. Are we sure that in 11 months all States will be on par in an administrative
matter of implementation? This is just our concern. Qur State, fortunately, is prepared, but will all the States be able to make up in 11 months is a
query in our mind.

A lot of people have talked about revenue-neutral rate, which is definitely a concern. We are all happy to pay taxes, but if they are going to be at a
ridiculous rate of 27 per cent, which everybody is talking about and it is definitely a speculation. I would urge the hon. Minister to look for solutions,
and if he can bring it down. We are not sure and we are speculating that it is going to be 27 per cent. If it is 27 per cent, then it is going to be high.
If you really want to bring more people into the tax net, then it has to be a realistic number. So, I will urge the hon. Minister to look into it and see
how he can bring it down to a realistic level where people are more than happy to pay the tax. ...(Interruptions)

HON. DEPUTY SPEAKER: Madam, please address the Chair. The Minister will reply to it. Do not worry.
...(Interruptions)

SHRIMATI SUPRIYA SULE : Another point, which is definitely a concern for us is this. What GST benchmark the Government going to look at? During
the various discussions with the States, they are looking at companies over Rs. 25 lakh. Our State has recommended that even the companies
between turnovers of Rs. 10 lakh and Rs. 15 lakh should be considered, and more so, given enough time to prepare. So, I would ask the hon.
Minister to clarify this. What would be the benchmark of it?

Another query, which we are concerned about is dual authority. When there will be a gambit, there was a talk about Rs. 1.5 crore, but there is a
benchmark and some States have said that up to Rs. 5 crore, So, turnover of how much will be there? We do not want people to be harassed. The



whole idea of making this seamless tax is to reduce paperwork and make it simpler. What is going to be the benchmark of dual taxation? My State
has recommended anything above Rs. 2.5 crore. So, we would like the hon. Minister to clarify about it because we do not want dual authority. Let
the States take a certain level, and above that let the Centre take over. But our State's recommendation should be respected, and that is all that we
are urging for.

Another question is about resolving Inter-State issues. I do understand that the Council will be the final authority. But like Mahtab Ji has said, the
way the voting pattern is looking — the ex-CM of Goa is sitting right here; he comes from a much smaller State next to where I come from; they have
two MPs and we have 48 — probably, with the sheer numbers that our State will have, maybe, the smaller States may not benefit in the voting
rights, if there is something particularly ...(Interruptions)

THE MINISTER OF DEFENCE (SHRI MANOHAR PARRIKAR): I represent Uttar Pradesh now.
SHRIMATI SUPRIYA SULE : Now, you represent UP, but your roots are still in Goa.

The whole point is about smaller States like Goa. Just because we come from a stronger State, we do not want to leave the other States behind. OQur
whole point is that in the voting rights, I think it should be a fair way. How to find a solution is up to the Government. It takes back to the point that
this entire GST is a leap of faith. We are putting all our faith in the Central Government that they will give us a fair hearing and fair deal in this entire
GST game. I just expect him to resolve Inter-State issues. Initially, there was a suggestion that there would be a separate redressal unit for it,
which has now been removed, and all powers have been given to the Council. When you say 'the Council', in the Bill it is written that the Council will
only make suggestions. So, who will be the final authority? Will it be the Finance Ministry, or will it be the Council and how do we get our fair rights?
You may kindly clarify that.

Another biggest concern for all of us is that States like Maharashtra have Octroi. The revenue from Octroi is Rs. 14,000 crore, which we are
compromising for this GST. So, I just want a reassurance because the hon. Finance Minister has consistently said that he would be doing the
handholding. The commitment, your Party also said, is only for two years and it becomes lesser and lesser. We have no objection as long as the
system works for all of us. As long as we are compensated, we are open to any formula because we want an easy tax regime. But it should not be
at the cost of what our gains are right now with Octroi. So, I would ask the hon. Minister to clarify the stand with regard to Rs. 14,000 crore which
Maharashtra today gets from Octroi will be definitely covered in this. I just need a reassurance from him.

The other big point is, I am very happy that Dr. Harsh Vardhan is also here, about the tobacco demand. Many people have requested that you can
tax whatever you want on tobacco, but every State must have a right to increase whatever Excise, what they have in it because tobacco is
something against which we are all fighting. It is not just about making money. It is for the generations to have good habits. It is something we are
trying for consistently. I take this opportunity to request the hon. Finance Minister, who is here, to make sure that flexibility is left to us with regard
to tobacco.

The last point is about petroleum. A lot of people have talked about petroleum. It is a big revenue generator right now. But there is no clarity till
when it will be out. It is a big generator for us, like Octroi. We have our concerns. So, we would definitely like the entire Government to stay with us
and not take away any of our revenue generators, which help the safety of our development programmes in our States.

In this Constitution (One Hundred and Twenty-second Amendment) Bill, amendment Nos. 73 and 74, if you see articles 243 (a) and 243 (x), it says
that 'all the authority for the tax which is levied by the Panchayats and the Municipalitiesd€}' takes us back to that other point which we are
concerned about, which is about Octroi. It is conflicting. If our Municipalities and Panchayats in future are not going to be allowed, how will they be
compensated is the only clarification I want.

We definitely support this Bill. We just want this entire Government to make sure that every State is protected and are taken care of, and the
handholding which you have committed only for three to five years should be expanded to ten years. I think you already have an amendment like
that. If you support that, I think all the States will benefit and more people will be probably proud to pay tax because we all want to live in a regime
which does no harm to anybody, pay our taxes and live an easy life. I think that is what this entire Government keeps talking about, black money,
etc. We support them in doing all this as long as all our States are protected and our rights are protected. Thank you.
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SHRI JOSE K. MANI (KOTTAYAM): Mr. Deputy-Speaker, Sir, Goods and Services Tax is a welcome move. India is at an economically growing stage
and it is very important to sustain and fuel this growth. India is also becoming an important destination for foreign investment and more and more
global companies are eyeing a share of Indian economy. It has become necessary that taxation method facilitates ease of doing business for local as
well as international companies wishing to do business in India across the various States.

Since GST is a destination tax it will be beneficial for the many consumer States. There are concerns for the manufacturing States for fear of losing
out on revenue because of the new tax regime.



Their fears are well-founded and they must be very adequately compensated to meet the revenue forgone. However, for this purpose the mechanism
proposed by the Government to levy additional 1 per cent tax on inter-State supply of goods in a way defeats the very purpose of GST. The 1 per
cent additional tax retains the characteristic of original CST thereby hampering the business, efficiency and free cross-border movement of goods.
For example, if goods travel from raw stage to finished product through three different stages in Delhi NCR, that would make extra 3 per cent charge
on the end product. Therefore, I believe the clause 18 should be deleted from the Bill, especially since clause 19 talks about the compensation to the
States on account of revenue losses.

If the GST is to be implemented in true spirit, all the additional taxes like Mandi tax and the R&D tax which are kept out of the purview of the
GST have to be subsumed in the GST. The GST is founded on the basis of transparency and avoiding double taxation. Hence GST rates which were
decided need to be lower and the tax burden on the people must be reduced. If the GST rates are higher than the amount of cumulative taxes that a
consumer pays currently, then the point of GST would be redundant. A high GST rate will hamper the growth and make India an unattractive
destination for investment and business.

Real estate has been kept out of the GST. The Government should make it clear as to why it has chosen to do so as many experts have
predicted that it would be a big loss for the economy. I hope that the Government will keep in mind its agenda of Make In India and the need to
boost exports before deciding the GST rates. The global average of GST or VAT is 16.4 per cent. The average rate in Asia Pacific is 9.88 per cent and
in Canada and Nigeria, it is just 5 per cent. They are much lower than what India seems to be proposing. This would not be beneficial for Indian
manufacturers and exporters as they will be directly competing against the countries which have lower tax rates compared to India.

Having said that, I believe that the GST will prove to be beneficial for the economic growth of our country. For this economic growth, I would
like to extend my support for this Bill.

SHRI N.K. PREMACHANDRAN (KOLLAM): Hon. Deputy Speaker Sir, I fully support the Constitution Amendment Bill 2014 which enables to introduce
the Goods and Service Tax in India but with certain observations or reservations in respect of the Constitutional propriety of the Bill about certain
provisions.

The introduction of Value Addition Tax at the Centre and the States was one of the major improvements in post-Independence India. Now the GST
will definitely bring structural reforms in respect of indirect tax system in our country and this will be a significant improvement towards
comprehensive indirect tax reforms in India. Hence, I support this Bill.

What is the significance of the Goods and Service Tax Bill? Most of the eminent Members of the House have already stated in the House that it will
definitely boost the economic growth of our country. Even the National Council of Applied Economic Research recently conducted a study and found
that 1 to 2 per cent growth will be there if all goods and services are being involved in GST. Further, we all know that customers and traders are all
being burdened with so many taxes like sales tax, additional sales tax, excise duty, customs duty, octroi, entry tax, entertainment tax, luxury tax etc.
So, definitely it is the need of the hour that there should be a uniform pattern of tax structure not only in indirect tax sector but in direct tax sector
also. By this amendment Act, the major Central and State taxes will be subsumed in GST.

In my opinion, GST is not simply a VAT plus service tax but it is an improved form of the existing system of VAT plus a disjointed service tax. So,
when this GST will come we will have Central GST, State GST and an integrated GST. That is my feeling in this respect.

Since I am not an expert on tax issues, I would like to seek certain clarifications from the hon. Finance Minister. I feel, this is a destination based
tax. All State GSTs on the final products accrue to the consuming States. So, most of the consuming States will be benefited. Definitely the State of
Kerala will also be benefited as it is a consuming State. So, we wholeheartedly support GST.

The first clarification I would like to have from the hon. Minister is regarding alcohol and petrol. The long pending demand of almost all the States is
that alcohol and petrol should be exempted from the imposition of GST. That was the demand till the 73™ Report of the Parliamentary Standing

Committee. The position was accepted by the Standing Committee also. But the 73 Committee Report stated that no goods should be
constitutionally kept outside the purview of GST. I do agree with the Report but at the same time the Report did not go to the extent of saying that
alcohol and petrol should be subsumed under GST. The Report has not said that it should be subsumed under the GST but it has indirectly stated
that almost all the goods should come within the purview of the GST. Further, the Report says:

"In any case, the proposed provision inserting Article 279A in the Constitution empowers the GST Council vide clauses 4 (a) and (b) to
make recommendations on subsuming or exempt6ing or excluding certain goods and services from the purview of GST."

This means, subsumation into GST, exempting from the purview of GST and exclusion from the GST are applicable or can happen according to the
advice of the GST Council. But I feel the Union Government has taken a strong stand that petrol should be subsumed into GST on a date which is
being specified by the Council or the date which is being fixed by the Council. So, my submission is that the argument or reasoning advanced by the
Government of India is only from the point of view of the industries and there is no logical explanation to it. So, the revenue concerns of the States
have not been taken into consideration in respect of petrol.

I do admit and I appreciate the fact that alcohol is exempted. Similarly, petrol has to be exempted from the purview of GST. That is my submission I
would like to make. However, the Government of India is being strengthened further. These are my doubts and apprehensions.

The Union Government can levy customs duty and excise duty; even Central GST and Integrated GST could be imposed by the Union Government.
However, the interpretation with respect to the petroleum products refers to the word, 'State’. So, I would like to know whether in industrial trade or



commerce levies will be destination or origin based.

The third clarification I want to seek is regarding the place of supply. By virtue of clause 4 (c), it is seen that the place of supply will be determined
on the basis of the recommendation of the GST Council. The determination of place of supply, transaction and taxation is of consequence only to the
States but there also the role of the Union Government is very much there with a weight of one-third of the Council. Therefore, here also the Union
Government's interest will be protected.

Coming to the role of the Finance Commission, we are already having a constitutional mechanism in which taxes and duties are devolved to the
States. In respect of IGST sharing of taxes, the Union Government has to enact legislation. It is definite that if the Union Government is making a
law, it will be in the interest of the Union. Therefore my submission is this. I urge upon the Government for devolution of net proceeds of Integrated
GST also to be done through the Finance Commission, not by legislation by the Union Government.

I would like to make some very-very valid points with regard to the Bill. Article 246(a) empowers the Parliament and the State Legislatures to enact
law in respect of GST but as per Clause 249(a) only the Parliament has power to make law in respect of GST in case of industry, trade or commerce.
Actually, the Union is becoming more powerful. I would like to draw the attention of the hon. Minister to Clause 4 and Clause 5 to amend Article 249
and Article 250. I would like to know the necessity of amending Article 249 and Article 250.

As far as Article 249 is concerned, if two-third of the Council of States passes a resolution, definitely the Parliament has a right to legislate on
any State subject. As per Article 250 also, if emergency is proclaimed the Parliament has a right to legislate on State subjects. Even Article 246(a) is
independent and by that Article alone the Parliament has a right to legislate on goods, service tax. What is the necessity of having those
amendments?

Finally, I would like to know about Clauses 18, 19 and 20. Clause 18 is in respect of imposing one per cent additional tax in respect of industry, trade
or commerce. Clause 19 is in respect of compensation to the States. So, where is the amendment? It is not amending any of the provisions of the
Constitution. How will it make any effect? In all other amendments, particular provision of the Constitution is amended but so far as Clauses 18 and
19 are concerned - Clause 20 is a transitional provision, Clause 21 I had highlighted this morning - what would be the constitutional impact of these
provisions for which I have moved notices for amendment? This is only to help the Government and also to seek clarifications. It is not the politics of
obstructionism but the politics of creativism and positivism. With these words I conclude. Thank you very much.
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HON. DEPUTY-SPEAKER: Now, it is six o'clock. If the House agrees, then we can extend it by one more hour. There are three more Members to
speak on this Bill and then we will take up the " Zero Hour'. The reply to this debate will be tomorrow after the Question Hour. That is what has been
decided.

SEVERAL HON. MEMBERS: Sir, yes.

HON. DEPUTY-SPEAKER: Now, Shri C.N.Jayadevan.

SHRI C.N. JAYADEVAN (THRISSUR): Sir, thank you for giving me this opportunity to speak on this Constitution One Hundred Twenty-second
Amendment Bill, 2014. It is meant to create an integrated market for goods and services. While going through the various provisions of the Bill and
also the various comments in the newspapers, I felt that the hon. Finance Minister should clarify two things in the Bill,

Firstly, the success of the GST system is largely dependent on the width of its coverage. But the proposed GST regime has excluded many items
such as potable alcohol, tobacco and petroleum products which account for a large chunk of indirect tax base in the country. Why has it been done
s0?

Secondly, the one per cent extra levy has been proposed to be charged when goods move from one State to another. Every time goods move from
one State to another and the tax will go on increasing, it will have a cascading effect on the cost in the supply chain. Moreover, the importers would
get a fillip as they would not be subjected to the additional tax. Would it not be a blot on the Government of India's *Make in India' programme?

Sir, I have given three amendments which are in the interest of the Union Territory of Puducherry. Though I am from Kerala, our Party, the
Communist Party of India was in the forefront of the French&€”India freedom movement which made Puducherry free from French colonial rule. Our
Puducherry unit of the Party had studied the Bill and had given some suggestions. They are thankful about the fact that the Government has
accepted their suggestion to insert a new article 366 (26b) in the definition clause for State which includes a Union Territory with Legislature with
reference to article 246 (a), 268, 269 (a) and 279 (a). But it protects the interest of the people of Puducherry in part only. The provision of the
current Bill does not pave way for devolution of Union revenue constitutionally under article 275 and 280, that is, through Central Finance
Commission. So, my amendment is with regard to the inclusion of article 270, 275 and 280 in the definition of State for the purpose of devolution of
revenue from Central pool.

Secondly, article 279 (a) clause 4 (g) provides for Goods and Services Council to make recommendations to the Union and the States on special
provisions with respect to certain States. My amendment to this sub-clause (g) is to include Puducherry in the list of States and UTs. Except Assam
and Jammu and Kashmir in the list, all others were erstwhile Union Territories along with Puducherry. The Legislature of Puducherry has been
consistently demanding Statehood and special status for a long time. Hence, Puducherry should be included in the special provision States.

Thirdly, Section 18(2) of the Bill excludes Union Territory with Legislature from the share of one per cent additional tax on supply of goods for two
years or such other period recommended by the GST Council. The Union Territory with Legislature of Puducherry is the only UT under Article 239A.
Puducherry UT's revenue should be protected in the transition period from VAT regime to GST regime. The proceeds of one per cent additional tax on
supply of goods, in the course of inter-State trade or commerce should be assigned to UTs with Legislature. Hence, my amendment to Section 18(2)
to insert the words 'without Legislature' along with Union Territories.

I request the Minister to accept these amendments and I conclude while I support the Bill.

SHRI ADHIR RANJAN CHOWDHURY (BAHARAMPUR): Sir, I would like to add a few more lines to the ongoing discussion in respect of Goods and
Services Tax under the nomenclature, the Constitution (One Hundred and Twenty Second Amendment) Bill, 2014.

Sir, it is a well known fact that GST is the brainchild of the UPA Government. Today, it is paradoxical to note that our hon. Finance Minister was

beseeching the Opposition Parties for the support of this Bill. However, a few days earlier, during his intervention in this House, he had charged the

UPA Government of resorting to tax terrorism. Now, may I ask the hon. Finance Minister whether he thinks that this piece of legislation is a part of
tax terrorism? If not, he should first seek apology from the Opposition Parties before going anywhere else.

Sir, I know that I have paucity of time. Hence, I would like to draw the attention of the Finance Minister that one per cent additional tax has been
granted for a period of two years with a view to placating the producing States and several States are still holding out for two per cent. There are
two problems with the tax. Since the States are anyway to be compensated for their losses, there is really no rational explanation for why the one
per cent tax had to be introduced.

Secondly, the tax may not end at the end of two years since the Bill says that the period can be extended by the GST Council. It has to be kept
in mind by the Union Finance Minister.

Since the real benefits of the GST- the two per cent of GDP that the Finance Minister spoke of — will flow only once tax rates get lowered, the



presence of the one per cent tax will only add to the overall costs.

Looking at the way Section 18 of the Bill has been drafted, we find that one per cent tax is to apply to all supply of goods and not sales. In order
words, if there are branch/stock transfers within a company across State boundaries, the tax will be applicable to this. Given the large number of
inter-State transfers within firms, this could raise the tax level to as high as five per cent.

An equally big problem is relating to real estate. Since this has been kept out of the GST, this means that there will be input tax credit on
items like cement and steel that are used in the construction sector. Given how construction capital expenditure is around 35-40 of all capital
investment in the country, this is a very big area that is being kept out — in other words, like the input taxes in the petroleum sector that has also
been kept out of the GST, this will also be un-rebated tax or a dead loss to the economy. Until all the economy is covered by the GST, and this will
take years, the 2 per cent benefit being talked about is not going to materialisea€”and the 1 per cent type taxes will only add to the delay.
Therefore, our Party leader Shri Moily has suggested to this Government not to go in a tearing hurry only to appropriate credit of executing the GST
in India. Shri Moily, a senior Member of Parliament, has suggested to our hon. Finance Minister that as some new provisions are added to this
legislative document, it is better that it should be referred to the Standing Committee for a thorough scrutiny because heavens would not have fallen
upon us if it is referred to the Standing Committee. I do not know why this Government is hell bent upon not sending the legislative document to the
Standing Committee for the scrutiny. Really, I am getting flummoxed to notice it.

Sir, just listen to me. I will take only two more minutes. This BIP Government is now arguing for the GST. What was their role earlier? In the year
2006-07 Budget, Shri Chidambaram, the then Finance Minister, had announced that GST would be executed from the year 2010. At that time, who
had raised objections? At that time, the Gujarat Chief Minister vehemently opposed the introduction of GST on the excuse that the country does not
have the requisite network so as to facilitate this kind of tax regime. Therefore, I would like to remind this Government that Shri Modi said that
insufficient computer network would be a roadblock to the implementation. It is interesting to note that there is still no provision for a
comprehensive computer network!

The former Madhya Pradesh Finance Minister Shri Raghaviji said that the States would suffer substantial, permanent loss at the estimated rate
proposed in the UPA Bill. The Madhya Pradesh Government had earlier said that the Bill would cause fiscal imbalance between the States, control of
several tiers of taxation, the stakes of which will pass on to the Centre. Today, with the BJP at the Centre, the tables have been turned!

I would like to share the concern of the State Governments because it needs to be focussed here in this discussion. So far as Telangana is
concerned, their argument is this. The Telangana Finance Minister has told the Central Government that it must pay compensation to States for the
abolition of Central Sales Tax before going ahead with the Goods and Services Tax.

Insofar as Odisha is concerned, the Odisha Government demanded the Centre to release the balance Central Sales Tax loss amount of Rs.3,255
crore before implementation of the proposed Goods and Services Tax in the country.

Insofar as Haryana and Punjab are concerned, Haryana and Punjab are opposed to the proposal to subsume purchase tax in GST, arguing that it will
lead to revenue losses. Insofar as Maharashtra and Gujarat are concerned, they are for levying an additional tax on production beyond two years
stipulated in the Constitution (Amendment) Bill. These States have also demanded that this tax be increased to two per cent. Insofar as Mizoram,
Tamil Nadu and West Bengal are concerned, they demanded that they be allowed to levy higher taxes on tobacco and tobacco products similar to
the Central Government, and that is what is stated in the Amendment Bill.

So far as your State, Tamil Nadu, is concerned, I am pleading for your State, it said that the Centre should evolve a consensus on various aspects of
GST like taxes before pushing the Constitution (Amendment) Bill.

The BIP Government, both at the Centre and in States, had vehemently opposed the GST announced by the UPA Government and is now for its
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HON. DEPUTY SPEAKER: Hon. Members, list of speakers on this Bill is exhausted. The reply of the Minister shall be tomorrow. After the Question



Hour, he will reply.

OBSERVATION BY THE CHAIR

Referring the Bill to Standing Committee



