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In brief

The Lok Sabha has passed the Constitution (122724 Amendment) Bill, 2014 (GST Constitution
Amendment Bill) by 2/3 majority on 6 May, 2015. The amendments proposed by the Constitution
Amendment Bill confer concurrent powers to Central and State Governments to levy Goods and

Services tax (GST).
In detail — 1% additional tax for hold a majority in the Rajya

. first two years would Sabha. The expectation was
The Bill has been passed that the bill is likely to face stiff

through clause by clause voting
in the Lok Sabha. It will now
go to the Upper House (Rajya
Sabha) where it needs to be
passed with 2/3 majority.

Since this is an Amendment of
the 7th schedule, it also needs
to be ratified by not less than
half of the State assemblies in
India.

The key take away from the
Lok Sabha session are:

Compensation to States

e The Finance Minister (FM)
informed the House that in
the proposed GST
structure no State
Government would lose
revenue, as they would be
compensated in three
ways:

— State Governments
would get additional
revenue in the form of
SGST on services;

pwc

compensate the loss
incurred by
manufacturing States;
and

—  Still if any State incurs
a loss the same would
be underwritten by the
Central Government
for the first 5 years.

No Cascading Effect of
Additional 1% tax

e The FM has hinted that the
additional 1% tax levied in
the course of interstate
sale shall have no
cascading effect.

GST rate to be lower than
27%:

e FM has assured that the
rate of GST will be much
lesser than the speculated
rate, i.e. 27%.

The bill has now been moved
to the Rajya Sabha which is in
session till 13 May, 2015. The
ruling Government does not

opposition from Congress
(which walked out of the Lok
Sabha during voting).

However, it is difficult to
imagine that the Government
has not foreseen this and does
not have plans (and the
numbers) to get the bill passed
by the Rajya Sabha. The next
week should be very
interesting on the GST front.
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