MSMEsundertaking

defence R&D slapped. .
with 18% GS’EnOuCes |
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Private starts-ups and other

MSMEs are receiving notices
topay 18 per cent taxes under
the CGST, Act on funding re-

ceived from the Ministry of -
Defence for research and de-,
velopment - (R&D). ‘Govern-

ment -officials say -this

amounts, o “taxmg innova-

tion” a’s it disincentivises
ane Mlmster Narendra
Modi’s focus. . on. - ‘aat-

manirbharta’ in the military.

SGCtOI’

‘Government research as-
sociations, universities; col-

-leges and. other entmes re-
gistered . +under

Industrial
been exempted from the tax

by the GST. Council through -

' anouﬁcatlonlsmedonoao’
: ber8 2024:
Meanwhﬂe, pﬂvate organ—

isations, which. ‘continue ;to- .
be taxed at18 per cent under :

the GST Act; have raised this

issue with the MoD;-sources ,

said b

. The, MaD funds mnoan
tion through* R&D alloca-
_tions  to - Defence | Research‘

-and: Development Organisa-
tion (DRDO) as well.as offer-
ings through the iDEX (In-
novations. for  Defence
Excellence) scheme to finan-
cially help.. MSMEs become
: kvself sufﬁ i

L TAX ON ADVANCES

Insone of the: notices’ 1ssued,
‘by 4 'Commissionerate “of

al Goods and Servxces

< mpany 5 was asked to shell

the .
Departmento Sc1ent1ﬁc and
search -have -

18’ per-cent  tax ‘und :

‘TAX&N G II\’!NOVATXON’

- An MoD official dubbed the
CGST levy onthe: govern:
ment R&D money to pnvate ‘
players as “taxinginnova:
 tions” since it will eventually-

discourage * start-ups< ‘and
other MSMEs,~ which ‘are
starved of funds. 7
Further, it is nota true re- -
flection of the government’s:
‘own announcement of large-
expenditure-on R&D ‘since,
‘bywayof 18 per cent CGST, if -
it is taking back money. from
private players
Amember' ofth :
Indian Defence Manufact
ers (SIDM), an apex body of -
the Indian defence industry,
said that the CGST levy on
private innovators: disturbs
the leve}—playmg field the
*MoD. is tfying to’ ¢ ate ,
through large pamc1pat10rx
of private players in ‘the man-
ufacturing of military hardvi
ware and software. .
“Itcalls for a reform i the
grant-in-aid “policy -
~work,” the SIDM memb r
. said) . ;
Another top de:fence start g
up ' company owner said:
- “The move defeats the initi-
ative like that of i-DEX,

-+ whichzhas helped 10 to- 15
T - start-ups like me to growand ,

“ become a formidable* player
in developmg indigenous de-
fence’ products, ‘which can
compete in the global space.”,,
. Private industry. sources
‘said that the notices might
have come since the MSMEs
do not know how to position
the govemment i in
theiraccount books..

‘Some of them are shi
the grants under the stb-
head ‘revenue’ rather than"
declaring them as habxhty,
which they have to cleat after’
their innovations take the
form of products, sources.
pomted gh= L




