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No Decision Yet on GST Rates as States Oppose Cess
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No Decision Yet on GST Rates as States Oppose Cess
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Union Finance Minister Arun Jaitley with Revenue Secretary Hasmukh Adhia attends the third meeting of the GST Council at Vigyan Bhawan in New Delhi on Tuesday.

Council to meet again on November 3-4 to finalise the tax structure; “Structure can be finalised after consensus is reached on funding for compensations”.
The GST Council’s third round of deliberations ended here on Wednesday without a decision on the rates structure after most States objected to a proposal to levy an additional cess on demerit goods.
Triggers objections
The proposal from the Centre that triggered objections was for the imposition of a cess over and above the Goods and Services Tax on ultra luxury and demerit goods such as big cars, aerated beverages and tobacco products.
Finance Minister Arun Jaitley told a media conference that the GST Council — comprising Ministers from all the States and headed by him — will meet next on November 3-4 to decide on the GST rates structure.
The Centre had on Tuesday proposed the cess as a means to finance the compensation it will have to pay States.
“While the modalities for calculating the losses were agreed, by consensus, in the Council, there was no agreement on the funding mechanism the Centre proposed,” Revenue Secretary Hasmukh Adhia told reporters after the conclusion of the discussions.
[image: http://www.thehindu.com/multimedia/dynamic/03050/GST_3050409f.JPG]
Separately, the Centre’s proposal on the GST rate structure retains only the Clean Environment Cess, with the GST to subsume the rest (a move backed by the States), Mr. Adhia said.
“A number of States objected to the use of GST collections (cess on GST) to finance GST compensations,” a member of the Council later told The Hindu.
He said the dissenting States demanded that the Centre fund the compensations out of the Consolidated Fund of India instead of tax revenue mopped up from the GST system. “Just like compensation to States were paid for losses arising out of the shift to the VAT (Value Added Tax),” he said.
Finance Minister Arun Jaitley told reporters: “We will finalise the tax structure at the next meeting… it can be frozen only after deciding whether compensation to States is to be funded out of the rate structure itself or from some special cess or some third source.”
Mr. Adhia said the members had sought time for discussing with their State governments the four-slab rate structure, ranging from zero to 26 per cent, the Centre has proposed. “The Council will be able to finalise the GST rates structure after consensus is reached on the funding mechanism for compensations,” he said.
If instead of the proposed cess on GST, simply the rate of the GST on demerit goods is raised, as suggested by some States, then, the GST rate structure would end up with a multitude of tax slabs, Mr. Adhia explained.
For example, he said, the current rate of incidence of taxes may differ for aerated beverages, cigarettes, bidis and luxury cars.
“If you have to put each in rate structure, one challenge is how many slabs can you have then… Can you have 26, 45, 75 per cent slabs? There are commodities where the effective rate of taxation currently is more than 100 per cent. Now the question is, is it feasible to have so many slabs of taxation in GST,” Mr. Adhia said.
The Council could not discuss the proposed GST rate of 4 per cent for gold, he said.
























Exempt Gems, Jewellery Exports from GST

Even as the Goods & Services Tax (GST) Council is mulling a decision on the taxation rates, the Gem & Jewellery Export Promotion Council (GJEPC), in a representation filed with the government, has sought exemption for gem and jewellery export transactions and minimal GST rates for domestic transactions.
At present, gems and jewellery exports are effectively zero-rated. Hence any element of tax in exports is required to be rebated, GJEPC said in a statement.
As regards VAT, it is typically charged at the rate of 1 per cent on the sale price by almost all states in India and the council said not more than 1.25 per cent GST should be levied on sale of gold and diamond jewellery in the domestic market.
“Export transactions should not be subjected to any effective GST. All related consumption of raw materials, inputs and input services such as input of rough diamonds gold/silver/platinum (through duty free export promotion schemes) at the input level should continue to be free from the levy of any import duty/GST,” GJEPC said.
As regards transactions for domestic consumption, GJEPC has suggested that the preferred tax rates for different segments should be from 0 to 1.25 per cent.
Praveenshankar Pandya, Chairman, GJEPC said, “Considering that India has achieved a pre-eminent global position in gems and jewellery exports and that 4.6 million of people are directly employed in the business, all transactions in the course of exports of the products of Gem & Jewellery industry, should not suffer any tax burden under GST.”


Disclaimer: The news in the GST Corner is purely according to the information available in public domain and does not necessarily reflect the views of ICSI. Any person wishing to act on the basis of this document should do so only after cross checking with the original source.
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