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Foreword 

 

One of the biggest taxation reforms in India -- the Goods and Service Tax (GST) -- is all set 

to integrate State economies and boost overall growth.  

 

GST will create a single, unified Indian market to make the economy stronger. 

The implementation of GST will lead to the abolition of other taxes such as octroi, Central 

Sales Tax, State-level sales tax, entry tax, stamp duty, telecom licence fees, turnover tax, tax 

on consumption or sale of electricity, taxes on transportation of goods and services, etc., 

thus avoiding multiple layers of taxation that currently exist in India.  

If you are wondering, how to go about understanding this new law..... then come 

along and attend the workshop conducted by Hiregange Academy in association with 

SSMRV College on 3rd January, 2015 from 10.00 A.M. to 6.00 P.M. 

As the saying goes , “Change is inevitable… Progress is Optional” 

Well, here is an opportunity  to get ready to accept the 'Change' so that we can make the 

right 'Progress.’ 

So  let’s  learn  the  present concepts  / future possibilities and get GST-savvy..! 
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Hiregange Academy 

 

Knowledge is not Power..! Knowing a concept is only potential value. The execution 

of knowledge is where the power lies..!!  

 

The need is mutual for both the industry and the Job aspirants i.e., the industry 

requires well-trained executives and the Job aspirants require good exposure. But 

there is something that is lacking in both the Job- aspirants and the industry. The 

Job-seekers, despite of being well educated, are not well trained. Hence, Hiregange 

Academy has taken a step forward to bridge the gap between the Industry and the 

Job- aspirants. 

 

The knowledge inputs, guidance, specific training and solutions to common 

problems, real life case studies and some technology exposure would ensure 

enhanced employability of the youth and enhance the quality of already employed. 

For the industry, òthe right resources for the right jobó can be achieved.  

 

We aim to provide a win-win-win situation for the Job seekers, employers and 

employees while being a contributor to the nation at large.  
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INTRODUCTION  

There is a crying need for well-trained executives in the field of taxation and compliances in 
almost all sectors of economy whether commercial or non-commercial, including Government. On the 
other hand the present education system has churned out many graduates who do not have jobs. Lack 
of practical applicability of concepts learnt, application of common sense, problem solving ability to 
some extent are the reasons for this gap. 

Most of the problems in society as well as commercial world are a result of improper, incomplete, 
inaccurate communication. This is especially true where we have a wealth of dynamic and eager young 
population who have the knowledge but are unable to communicate in the English language. Hands on 
technology usage may also be missing for the job aspirants. 

Appreciating the needs of the trade, industry and business as well as aspirations of the educated 
unemployed Hiregange Academy would bridge the gaps observed above. This would be done by training 
the fresh graduates as well as those who are already employed with the responsibility of taxation and 
compliance in different organizations.  

The knowledge inputs, guidance, specific training and appreciation of common problems and solutions, 
real life case studies and some technology exposure would ensure enhanced employability of the youth 
and enhance the quality of already employed. For the industry, they get the right resources for the right 
job. This would help the organizations to focus on their core competencies and not lose out time and 
effort in resolving issues and disputes resulting from improper addressal of communication, taxation 
and compliances.  

This would lead to a win-win-win situation for the job seekers, employers and employees while being a 
contribution to the country at large. 

Courses  

Hiregange Academy as its initial step takes pride in introducing unique different Certificate training 

ǇǊƻƎǊŀƳǎ ƛƴ LƴŘƛǊŜŎǘ ǘŀȄŜǎΣ ǿƛǘƘ ŀƴ ƻōƧŜŎǘƛǾŜ ƻŦ ǘǊŀƛƴƛƴƎ ŦǊŜǎƘŜǊΩǎΣ ƛƴǘŜǊŜǎǘŜŘ ŜƳǇƭƻȅŜŜǎΣ ǇǊƻŦŜǎǎƛƻƴŀƭǎΣ 

Government officers to enhance their knowledge, skill, problem solving abilities in Indirect Taxes paving 

the way for further enhancing the quality of services they provide to their stake holders.  

Different certificate courses proposed to be conducted* 

Sl 
No 

                            Topic Course Duration 
(Days) 

Course 
Fee(Rs) 

1 Basic Service Tax 3 2500 

2 Advanced Service Tax 7 5000 

3 Basic Central Excise 2 2000 

4 Advanced Central Excise 5 4000 

5 Basic Customs & FTP 2 2000 

6 Advanced Customs & FTP 5 4000 



Hiregange 

Academy 

This Program is - A Knowledge & Empowerment initiative  

 

5 
 

7 Basic CST & K-VAT 3 2500 

8 Advanced CST & K-VAT 5 5000 

9 Basic Indirect Taxes 7 5000 

10 Advanced Indirect Taxes 15 12000 

11 Dispute Avoidance & Resolution before notice 
under ς VAT/CST, CE, ST 

3 4000 

Examination 

Those who are interested in taking up examination after completion of the course may do so by paying a 

fee of Rs. 1000 for conduct, evaluation and issue of certificate. This is optional  

Trainers/ Speakers 

Hiregange Academy  presently have 20+ eminent speakers who are qualified CAs and Practicing 

Advocates, who have expert knowledge in IDT and who are regular speakers at various Forums/ 

seminars & work shops 

Fee 

The course fee would be decided based on a fee of about Rs.1000/day for the training Program which 

include Background material cost, PPT hand outs and coffee/tea with biscuits.  

Hiregange Academy will register only 35 participants for each batch on first come first serve basis. 

Batches would necessarily be of minimum 20 

Training Period 

15- 30 hours of training is required for each Act spread over for a period. Training would be during the 

week days only. 

Training Methodology 

1. Standardized Training Material 

2. Interactive Lectures with Question Answer at end of each session 

3. Workshop concept with group discussions, quiz, Mock etc. 

4. Examination for those interested in Certificates ς Optional 

 

Registration Process 

Participants shall register their names with the undersigned by filling up the attached registration form 

by mentioning the topic under which training is required.  If the number of participants registered for 

the selected topic exceed 35 in a batch they will considered for the next batch. The same shall be 

informed to the participant in writing 
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Start 

Time 

Duration 

(in min) 

Topic Suggested Speaker 

9.30 20 Registration 

9.50 10 Welcome Address 

10.00 80 Introduction to GST including International  

experience 

 

CA Madhukar N Hiregange 

11.20 10 Q & A 

11.30 15 Tea Break 

11.45 80 Relevant Constitutional articles & proposed 

amendment analysis 

 

Adv K S Naveen Kumar 

1.05 10 Q & A 

1.15 45 Lunch 

2.00 80 Customs, Excise & ST provisions relevant to 

proposed GST 

 

CA Rajesh Kumar T R 

3.20 10 Q & A 

3.30 15 Tea Break 

3.45 80 Direct Taxes, VAT / CST provisions relevant to 

proposed GST 

 

CA Hari Kishan  Kumar & CA 

Hanish Jain 5.05 10 Q & A 

5.15 30 Panel Discussion on GST Vs Present Taxation 

Issues 

2 ð 3 Paper Presenters 

 

 

 

Snapshot of Schedule 
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Upcoming Event: 

I Basic understanding of Service Tax Concepts 

A 6 Day Workshop from 31
st

 January to 7
th

 March, 2015 

(Every Saturday) 

Between 10.00 am 5.30 pm  

 

Delegate fees:  

Rs. 7500/- per delegate 

 

 

 

Concluded Events 

I Budget Analysis 2014 -15   19
th

 July 2014 

II Tax Audit A.Y. 2014-15 -  Additional responsibilities of CAs w.r.t 

Indirect taxes 

17
th

 August 2014 

III Indirect Taxes - Impact on Manufacturing Industry 13
th

& 20
th

 September 2014 

IV Error-Free Value additive Filing of returns under CE & ST 12
th

, 13
th

& 14
th

 September 2014 

V Error-Free Value additive Filing of returns under CE & ST 10, 11, 12
th

 October 2014 

VI Value additions in K-VAT/CST (including VAT 240) 8
th

 November 2014 

VII Basic Course on understanding K-VAT/CST 21
st

, 22
nd

& 23
rd

 November 2014 

VIII Basic Course on understanding K-VAT/CST 4
th

, 5
th

, 6
th

, 7
th

 December 2014 
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1 
Introduction to GST including International  experience 

 
9-43 
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Relevant Constitutional articles & proposed amendment 

analysis 

 

44-48 

3 
Customs, Excise & ST provisions relevant to proposed GST 

 
49-85 

4 Direct Taxes, VAT / CST provisions relevant to proposed GST 86-93 
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Introduction to GST including International Experience 

- CA.MadhukarN.Hiregange 

Backdrop: 

GST in India is expected to be a destination based consumption based levy. Destination 

principle would be applicable in normal course of business to business [B2B] other than for few 

services and business to consumer [B2C] where the origin or other criterion would apply. GST is 

proposed to be in place by April 2016 - maybe a bit optimistic unless some States are allowed to 

join a bit later due to their Information Technology platforms not being ready. 

 

 In all developed countries the draft law is put in place a year in advance-as a good practice 

which allows for businesses, advisors and very importantly the tax administrators to understand 

the law. This would also be an opportunity to look at what is possible- where there are 

anomalies in drafting or unintended hardships which can be rectified before the actual date of 

implementation. 

 

The Union Government this year has shown speed in the last few months to get this landmark 

reform through as it has the following advantages: 

1. Make Exports much competitive as cascading to further extent would be reduced. It is 

expected that directly exports would grow by 3 or 4 % higher. 

2. The common market would add at least 1- 2 % to the present growth rate. 

3. The tax colƭŜŎǘƛƻƴ ǿƻǳƭŘ ōŜŎƻƳŜ ƳƻǊŜ ōŀƭŀƴŎŜŘ ŀǎ Ƴƻǎǘ ƘƛǘƘŜǊǘƻ άǘŀȄ ŜǾŀŘŜǊǎέ ǿƻǳƭŘ ōŜ 

forced to enter the mainstream. 

4. The high level of corruption in the tax department whether central or State would get this 

incentivised due to hand off policy. Under the VAT regime there was drop in the harassment/ 

corruption to some extent without any loss of revenue. 
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5. Tax Collection by both the Centre & the States on the whole would increase over period of 2 

years for most. 

6. Over a period inflation would be checked. Initially however there is bound to be a higher 

inflation due to uncertainty and many more products and services entering the tax regime. 

7. The transaction cost [multiple taxes with different principles taxing the same transaction ς 

requiring record keeping, uploading, and returns] and time for compliance would be 

substantially reduced. 

8. Tax Compliant assessee would be favoured as penalties would be severe. 

 

The main disadvantages are that the States would lose some autonomy and compensation 

verification and disbursal could be a political decision. The manufacturing and service providing 

States like Gujarat, Maharashtra, Tamil Nadu and Karnataka among others could see a lesser 

comparative advantage as most of their goods and services are consumed outside the State. 

States with high consumption like Kerala and Goa maybe more advantaged. Some States with 

low business due to not being developed would see flight of the businesses to other more 

efficient States as industries who have located due to tax advantage would in GST go where 

only economic advantages exist.   

 

In an ideal GST, all the credit of taxes paid on purchase of inputs, input services and capital 

goods are seamlessly allowed for set-off against the tax payable on subsequent sale of goods 

that are either sold as such or sold upon conversion, or in the context of services, are supplied. 

 

It is required to have a brief revisiting of the existing indirect taxes regime, before proceeding 

to understanding GST. The excise duty, import duties of customs, VAT/CST and service tax are 

the main levies at present. The principles of GST would be drawn form the best practices 

internationally and some time tested principles which have been working well in India. 
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a. Excise duty: Central Excise Duty is levied by the Central Government under the Central 

Excise Act, 1944. The levy is on all goods manufactured and produced in India, which are 

specified in the schedule to the Central Excise Tariff Act subject to certain exemptions. The 

effective rate may vary from product to product though most goods are subject to excise duty 

at 12% (without education cess).  

The concepts of Cenvat credit, dispute resolution, removal and valuation on intrinsic value 

under this law may find a place in GST. Also the principle of trusting the tax payer while 

having the checks and balances of audit rather than suspecting all businessmen would 

hopefully be adopted. 

 

b. Import Duties: Customs duties are levied by the Central Government under the Customs 

Act, 1962.  The levy gets attracted on all specified goods imported into and exported from India, 

which are specified in the schedule to the Customs Tariff Act.  The customs duties are levied on 

assessable value and the total customs duty ordinarily would amount to an average of 28 % 

(subject to Cenvat credits) on the value of goods imported. 

Basic Customs duty would continue but the additional duty of customs (CVD) and special 

additional duty (SAD) would get subsumed into GST as an IGST. The Classification under 

customs which is based on the harmonised System of Nomenclature would be adopted under 

GST. 

 

c. Value Added Tax (VAT): Value Added Tax (VAT) is levied by the State Governments on 

transfer of property in goods from one person to another, when such transfer is for cash, 

deferred payment or other valuable consideration.  VAT is also payable on certain transactions 

that are deemed to be sale such as transfer of right to use goods, hire purchase and sale by 

instalments, works contract and sale of food and drink as a part of rendering of any service. 
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The supplies of goods and importantly services would now be available to the States as SGST. 

They would also get apportioned part of the IGST. 

 

d. CST: The rate of CST is 2% against the declaration in Form C and in case the said declaration 

is not provided by the buyer, they are subject to tax at the rate specified in the local VAT law.  

Form C is allowed to be issued by the buyer when he purchases the goods for use in 

manufacture or for resale or for use in telecommunication network or in mining or in 

generation or distribution of power. Sales without C form would be at the rate as applicable in 

State of origin. 

The principles of interstate sales, sales in the course of export/ import with required changes 

for supplies would be a part of the GST. The aspects of valuation in some parts would also be 

adopted. The origin based tax of 1% is being proposed akin to CST for a limited period of 2 

years to get States to agree to entry tax subsuming. 

 

e. Service Tax: Service tax is levied all activities as defined other than those specified in the 

negative list and those specifically exempted.  Service tax is presently taxed at 12% (without 

education cess). Ordinarily, service tax is payable by the service provider, except in specified 

cases where a reverse charge and joint charge has been put in place. 

The principles of point of taxation to decide when the GST is payable may be followed. 

Further the Place of Provision of Services Rules would be tweaked into place of supply rules 

to decide the State where the service is destined or deemed to be provided.  

 

What is GST? 

D{¢ ǎǘŀƴŘǎ ŦƻǊ άDƻƻŘǎ ŀƴŘ {ŜǊǾƛŎŜǎ ¢ŀȄέΣ ŀƴŘ ƛǎ ǇǊƻǇƻǎŜŘ ǘƻ ōŜ ŀ ŎƻƳǇǊŜƘŜƴǎƛǾŜ ƛƴŘƛǊŜŎǘ ǘŀȄ 

levy on manufacture, sale and consumption of goods as well as services at the national level. Its 

main objective is to consolidate all indirect tax levies into a single tax, except customs 
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(excluding SAD) replacing multiple tax levies, overcoming the limitations of existing indirect tax 

structure, and creating efficiencies in tax administration. 

 

The International Experience 

Internationally, GST is a single levy for all transactions related to goods and services. In 

India, however, currently the power to prescribe the taxation framework, and levy and collect 

taxes has been segregated between the Centre and States under the Constitution. For resolving 

disputes regarding GST, its implementation etc. a GST Council would be setup. 

In an ideal GST, all the credit of taxes paid on purchase of inputs, input services and capital 

goods are seamlessly allowed for set-off against the tax payable on subsequent sale of goods 

that are either sold as such or sold upon conversion, or in the context of services, are supplied. 

Next the paper writer looks at international experience of adopting GST models in existence in 

other countries. 

 

GST/HST in Canada 

The goods and services tax (GST) is a tax that applies to the supply of most goods and services 

in Canada. Three provinces (Nova Scotia, New Brunswick, and Newfoundland and Labrador, 

referred to as the participating provinces) harmonized their provincial sales tax with the GST to 

create the harmonized sales tax (HST). The HST applies to the same base of taxable goods and 

services as the GST. 

 

What is HST? 

Ý Three provinces - Nova Scotia, New Brunswick and Newfoundland and Labrador - 

harmonized their provincial sales tax with GST to create HST. These three provinces are known 

as participating provinces. Effective from January 1, 2008, the GST rate was reduced from 6% to 

5%, and the HST rate from 14% to 13%. 
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Ý The HST is composed of the GST and the 8% provincial tax and applies to the same base 

of goods and services that are taxable under GST. HST follows the same general rules as GST. 

Ý GST/HST registrants continue to collect GST on taxable supplies (other than zero rated 

supplies) of goods and services made in Canada outside the participating provinces. On supplies 

made within the participating provinces, they collect HST. 

Ý All GST registrants are automatically registered for HST. 

 

Features: 

1. Effective from January 1, 2008, the GST rate was reduced from 6% to 5%, and the HST rate 

from 14% to 13%. 

2. Almost everyone has to pay GST/HST on purchase of taxable supplies of goods and services 

(other than zero-rated supplies). Some sales and supplies are exempt from GST/HST. 

3. Although the consumer pays the tax, businesses are generally responsible for collecting and 

remitting it to the government. Businesses that are required to have a GST/HST registration 

number are called registrants. 

4. Registrants collect the GST/HST on most of their sales and pay the GST/HST on most 

purchases they make to operate their business. They can claim a credit, called an input tax 

credit (ITC), to recover the GST/HST they paid or owe on the purchases they use in their 

commercial activities. 

Kinds of supplies: 

5. Taxable supplies: Taxable supplies refer to supplies of goods and services that are provided 

in the course of a commercial activity and are subject to GST/HST, or are0% (zero-rated). 

6. Zero-rated supplies: Zero-rated supplies refer to a limited number of goods and services that 

are taxable at the rate of 0%. This means there is no GST/HST charged on the supply of these 

goods and services, but GST/HST registrants can claim an ITC for the GST/HST they pay or owe 

on purchases and expenses made to provide them. 

7. Exempt supplies: Exempt supplies are goods and services that are not subject to GST/HST. 
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Registrants cannot claim input tax credits to recover the GST/HST they pay or owe on expenses 

related to such supplies. 

 

Australian GST 

Introduction 

In Australia, the GST is a broad-based tax of 10% on most goods and services. In most cases, 

GST is included in the price which is paid. Only registered business entities are entitled to a tax 

credit. The effect of this provision is that consumers are not reimbursed for the GST paid on 

purchased goods and services. 

Most food items, including meat, fruit and vegetables, are GST-free. 

The prepared food, takeaway food, restaurant meals, confectionery, ice cream, snack foods, 

alcoholic beverages and soft drinks are covered in GST. Other GST-free items include most 

education and health services, eligible child care, and a range of other goods and services. 

Supply 

! ǎŀƭŜ ƛƴ D{¢ ǘŜǊƳǎ ƛǎ ǊŜŦŜǊǊŜŘ ǘƻ ŀǎ ŀ άǎǳǇǇƭȅέΦ ¢ƘŜ ŘŜŦƛƴƛǘƛƻƴ ƻŦ ǎǳǇǇƭȅ ƛǎ ŘǊŀŦǘŜŘ ǾŜǊȅ ǿƛŘŜƭȅ ǘƻ 

cover most receipts so that all revenue of business is subject to GST. A supply includes: - 

¶ Supplying goods 

¶ Providing services 

¶ Providing advice or information. 

¶ Granting, assigning or surrendering real property. 

¶ Creating, granting, transferring, assigning or surrendering any right. 

¶ Financial services. 

¶ Entering into an obligation to do something, refrain from doing something, or 

¶ To tolerate something, or releasing someone from such an obligation. 

¶ Any combination of these, that involves value (money, or goods/services, or in-kind) 

changing hands is a supply for GST purposes. 
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Categories of Supplies 

There are three kinds of GST sale or supply: 

Ý Taxable supplies 

Ý GST-free supplies 

Ý Input taxed supplies 

Taxable Supplies 

Ý It means supplies of goods and services, connected with Australia, made by registered 

persons or entities, for consideration.  

Ý Entities that are registered for GST must charge GST on their taxable supplies, and will 

be entitled to input tax credits on the GST they have paid on purchases to make those supplies. 

Such entities which are not registered for GST cannot charge GST on their invoices. 

Ý A taxable supply specifically excludes supplies that are GST-free and supplies that are 

input taxed. The main elements, which must exist in order for the supply to be a taxable supply, 

are: 

¶ Supply must be for consideration 

¶ Supply must be made in the course of or furtherance of an enterprise 

¶ Supply must be connected with Australia 

¶ The supplier must be registered or required to be registered for GST 

¶ A taxable supply is: 

¶ a supply made for consideration 

¶ in the course and furtherance of an enterprise, 

¶ of a registered entity 

¶ And the supply is connected with Australia. 

GST-Free Supplies 

The major categories of GST freesupplies are: 

Ý Child care 
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Ý Exports (goods and services) 

Ý Religious services 

Ý Non commercial activities of charitable institution 

Ý Raffles and bingo conducted by charitable institutions 

Ý Water, sewerage and drainage 

Ý Overseas transport 

Ý Sale of a continuing business 

Ý Grants of freehold or similar interests by Governments 

Ý Certain farmland 

Ý Cars for use by disabled people 

Ý International mail 

Ý Certain transitional arrangements 

Input Taxed Supplies 

If a person provides input taxed suppliers, GST is not charged to the purchaser, and the seller is 

unable to claim any input tax credit for GST paid on purchases made for the input taxed supply. 

The major categories of input taxed supplies are: 

¶ Residential rents 

¶ Certain residential premises 

¶ Financial Services such as interest, loans, dealings in shares Superannuation, life 

insurance and other financial instruments. 

 

All supplies do not fall into the three categories listed above. Some supplies will be outside the 

scope of reporting as far as GST is concerned if they do not meet one of the tests outlined for a 

taxable supply. 

Examples of transactions outside the scope of GST include: - 

Ý supplies made by unregistered persons 
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Ý supplies made for no consideration 

Ý payments of certain Government taxes and charges 

Ý unconditional grants and donations (no supply is made by the recipient of the 

grant/donation) 

Ý Salaries and wages. 

GST will not be included in the price of supplies outside the scope of GST. However, if a person 

is registered for GST purposes, he will be entitled to claim input tax credits for GST included in 

the price of things acquired for the purpose of making these types of supply. 

 

Indirect Tax in U.K. 

Types of indirect tax 

Ý In U.K., the indirect tax structure comprises excise duty as well as VAT. However, the 

scope of excise duty is restricted to limited commodities. 

Ý Excise duties are charged on certain goods, such as, motor fuel, alcohol, tobacco, 

betting and vehicles. Taxable event in case of excise duty is manufacture of goods. 

Ý Value Added Tax (VAT) is a tax that is charged on most goods and services that VAT-

registered businesses provide in the UK. It is also charged on goods and some services that are 

imported from countries outside the European Union (EU), and brought into the UK from other 

EU countries. 

Ý VAT is charged when a VAT-registered business sells to either another business or to a 

non-business customer.  

Ý When VAT-registered businesses buy goods or services, they can generally reclaim the 

VAT they have paid. 

Rates of VAT 

There are three rates of VAT, depending on the goods or services the business 

provides. The rates are: - 
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¶ Standard - 15 per cent 

¶ Reduced - 5 per cent 

¶ Zero - 0 per cent 

There are also some goods and services that are: - 

¶ exempt from VAT, or 

¶ Outside the UK VAT system altogether. 

VAT is a tax that is charged on most business transactions in the UK. Businesses add VAT to the 

price they charge when they provide goods and services to: - 

¶ business customers - for example a cardigan manufacturer adds VAT to the prices they 

charge in the shop; 

¶ Non-business customers - ƳŜƳōŜǊǎ ƻŦ ǘƘŜ ǇǳōƭƛŎ ƻǊ ΨŎƻƴǎǳƳŜǊǎΩ - for example hair-

dressing salon includes VAT in the prices they charge members of the public. 

If a person is a VAT-registered business, in most cases, he: - 

¶ Charges VAT on the goods and services he provides. 

¶ Reclaims the VAT he pays when he buys goods and services for his business. 

If he is not a VAT-registered business or organization, then he cannot reclaim the VAT he pays 

when he purchases goods and services. 

If he is VAT-registered, the VAT he adds to the sale price of his goods or services are called his 

ΨƻǳǘǇǳǘ ǘŀȄΩΦ ¢ƘŜ ±!¢ ƘŜ ǇŀȅǎΣ ǿƘŜƴ ƘŜ ōǳȅǎ ƎƻƻŘǎ ŀƴŘ ǎŜǊǾƛŎŜǎ ŦƻǊ his business, is called his 

ΨƛƴǇǳǘ ǘŀȄΩΦ 

 

GST in Singapore 

In Singapore, Goods and Services Tax (GST) is a tax on domestic consumption. The tax is paid 

when money is spent on goods or services, including imports. It is a multi-stage tax which is 

collected at every stage of the production and distribution chain. 
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Overview of Singapore GST 

GST was first introduced in Singapore on 1st April 1994 at 3%. The GST rate was increased to 4% 

in 2003 and to 5% in 2004. As announced in Budget 2007, the GST rate was raised to 7% in 

2007. 

 

What is Output and Input tax? 

άhǳǘǇǳǘ ǘŀȄέ ƛǎ ǘƘŜ D{¢ ŀ ǊŜƎƛǎǘŜǊŜŘ ǘǊŀŘŜǊ ŎƘŀǊƎŜǎ ƻƴ Ƙƛǎ ƭƻŎŀƭ ǎǳǇǇƭƛŜǎ ƻŦ goods and services. 

The tax is collected by him on behalf of the Comptroller of GST. 

άLƴǇǳǘ ǘŀȄέ ƛǎ ǘƘŜ D{¢ ǘƘŀǘ ǘƘŜ ǘǊŀŘŜǊ Ƙŀǎ ǇŀƛŘ ƻƴ ǇǳǊŎƘŀǎŜǎ ƻŦ ƎƻƻŘǎ ŀƴŘ services for the 

purpose of his business. The input tax is deductible from output tax to arrive at the GST payable 

by the trader, or amount to be refunded to him. 

 

GST is levied on: 

¶ goods and services supplied in Singapore by any taxable person in the course or 

furtherance of a business; and 

¶ Goods imported into Singapore by any person. 

In general, a supply is either taxable or exempt. A taxable supply is one that is standard-rated or 

zero-rated. Only a standard-rated supply is liable to GST at 7%. 

 

Zero rating and exempted supplies 

Zero-rating a supply means applying GST at 0% for the transaction. A GST registered trader 

need not charge GST on his zero-rated supplies, but he is nevertheless, allowed a refund of the 

tax he has paid on his inputs. 
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In Singapore, only άŜȄǇƻǊǘέ ƻŦ ƎƻƻŘǎ ŀƴŘ άƛƴǘŜǊƴŀǘƛƻƴŀƭέ ǎŜǊǾƛŎŜǎ ŀǊŜ ȊŜǊƻ-rated. 

If a supply is exempt from GST, no tax is chargeable on it. A GST registered trader does not 

charge his customer any GST on his exempt supplies. At the same time, he is not entitled to 

claim input tax credits for any GST paid on goods and services supplied to him for the purpose 

ƻŦ Ƙƛǎ ōǳǎƛƴŜǎǎΦ ¢ƘŜ άǎŀƭŜ ŀƴŘ ƭŜŀǎŜ ƻŦ residential propertiesέ ŀƴŘ άŦƛƴŀƴŎƛŀƭ ǎŜǊǾƛŎŜǎέ ŀǊŜ 

exempt from GST in Singapore. 

We could cull out some features of ideal GST based on internationally prevalent GST models. 

 

Features of an Ideal GST:  

GST is a comprehensive value added tax on goods and services. It is levied and collected on 

value addition at each stage of sale or purchase of goods or supply of services based on input 

tax credit method but without State boundaries. There is no distinction between taxable goods 

and taxable services and they are taxed at a single rate in a supply chain of goods and services 

till the goods / services reach the consumer. The administrative power generally vests with a 

single authority to levy tax on goods and services. The main features of GST are as under:- 

a) D{¢ ƛǎ ōŀǎŜŘ ƻƴ ǘƘŜ ǇǊƛƴŎƛǇƭŜ ƻŦ ǾŀƭǳŜ ŀŘŘŜŘ ǘŀȄ ŀƴŘ ŜƛǘƘŜǊ άƛƴǇǳǘ ǘŀȄ ƳŜǘƘƻŘέ ƻǊ 

άǎǳōǘǊŀŎǘƛƻƴέ ƳŜǘƘƻŘΣ ǿƛǘƘ ŜƳǇƘŀǎƛǎ ƻƴ ǾƻƭǳƴǘŀǊȅ ŎƻƳǇƭƛŀƴŎŜ ŀƴŘ ŀŎŎƻǳƴǘǎ ōŀǎŜŘ ǎȅǎǘŜƳΦ  

b) It is a comprehensive levy and collection on both goods and services at the same rate with 

benefit of input tax credit or subtraction of value of penultimate transaction value. 

c) Minimum number of floor rates of tax, generally, not exceeding two rates.  

d) No scope for levy of cess, re-sale tax, additional tax, special tax, turnover tax etc.  

e) No scope for multiple levy of tax on goods and services, such as, sales tax, entry tax, octroi, 

entertainment tax, luxury tax, additional duty of customs, central excise duty etc.  

f) Zero rating of exports and inter State sales of goods and supply of services.  

g) Taxing of capital goods and inputs whether goods or services relatable to manufacture at 

lower rate, so as to reduce inventory carrying cost and cost of production.  
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h) A common law and procedures throughout the country under a single administration. 

i) GST is a destination based tax and levied at single point at the time of consumption of 

goods or services by the ultimate consumer.  

 

Dual GST 

Concurrent dual GST 

Under this model, the tax is levied concurrently by the Centre as well as States. Both the Central 

Government and the Empowered committee appear to favor this model. 

 

Features of GST: 

¶ There would be change from present Origin based to Destination based consumption tax. 

For B to C transactions it could still continue to be origin based levy. 

¶ Apply to all stages of the value chain ς primary, secondary & tertiary including retail. 

¶ Apply to all supplies of goods or services (as against manufacture, sale or provision of 

service) made for a consideration except: 

¶ Exempted goods or services ς common list for CGST & SGST 

¶ Goods or Services outside the purview of GST 

¶ The transactions below threshold limits-of Rs25 Lakhs may not be taxed. 

¶ There will be Central GST to be administered by the Central Government and there will be 

State GST to be administered by State Governments. 

¶ Central GST will replace existing CENVAT and service tax and the State GST will replace State 

VAT. 

¶ CGST & SGST on intra-State supplies of goods or services in India. SGST bit higher rate.  

¶ IGST (broadly equal to CGST + SGST) on inter-State supplies of goods or services in India 

which would be levied & collected by the Centre. 
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¶ IGST applicable to import of goods or services. 

¶ Export of goods or services would be Zero rated. The philosophy is that taxes are not to be 

exported. 

 

Other Features of Indian GST: 

¶ There would be multiple statutes whereby there could be one for Centre & one for every 

State similar to the present VAT laws which are enacted in each state. 

¶ Model GST Law including Rules & procedures to be recommended by GST Council. 

¶ Certain features to be common between Centre & States and across States. 

¶ Certain features may vary to allow flexibility to Centre & States. 

¶ Moreover, tax payment Challan might contain some additional information, e.g., amount of 

CGST paid on SGST Challan, and vice-a-versa. Payment of tax might be only online through net-

banking. 

¶ HSN will form the basis of product classification for Central GST and State GST.  

¶ Other indirect taxes levied by the Centre, States, or local authorities at any point in the 

supply chain would be subsumed under the Central or the State GST, as long as they are in the 

nature of taxes on consumption of goods and services.  

 

Subsuming of Taxes in GST: 

GST should subsume all major indirect taxes levied by the Central Government i.e. central 

excise, customs and service tax and majority of the taxes levied by the State Government i.e. 

VAT, luxury tax, entertainment tax, etc.  In this regard, tax on sale of 5 specified petroleum 

products would continue to be under sales tax and central excise till the GST Council suggests 

its inclusion in the GST.  Alcohol is intended to be kept for state excise ONLY. The following 

taxes would be absorbed/ subsumed into GST: 
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The following indirect taxes would be subsumed under GST: 

Particulars Levied By 

Duty of excise on manufacture Centre 

CVD & SAD (component of customs duties) Centre 

Service tax Centre 

Central Sales Tax - Taxes when sale or purchase takes place in the 

course of inter-State trade 
Centre 

CST- Taxes on consignments that take place in the course of inter-

State trade 
Centre 

Taxes on the entry of goods into a local area for consumption, use or 

sale therein (Including octroi). 
State 

Taxes on sale/purchase of goods within state State 

Luxury Tax State 

Entertainment Tax State 

 

All goods or services likely to be covered under GST except: 

1. Alcohol for human consumption - State Excise. 

2. Electricity - Electricity Duty. 

3. Real Estate - Stamp Duty plus Property Taxes would be payable. 

4. Petroleum Products ς5 products for some time to continue under sales tax. Others under 

GST 

5. Tobacco products ς under GST as well as Central Excise. 
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What would be the Applicability of Levy? 

Under GST, every specified transaction would be subject to tax.   

Supply within State: In case the supply of goods or services is done locally i.e. the place of 

consumption rules provide that local GST needs to be applied for the transaction, then the 

supplier would charge dual GST i.e. SGST and CGST at specified rates on the supply.  This is 

explained with the following example: 

Basic value charged for supply of goods or services 10,000 

Add: CGST @ 10%* 1,000 

Add: SGST @ 10%* 1,000 

Total price charged for local supply of goods or services 12,000 

Note: In the above illustration, the rate of CGST and SGST is assumed to be 10% each 

The CGST & SGST charged on the customer for supply of goods or services would be remitted 

by the seller into the appropriate account of the State/ Central Government. 

 

Supply from One State to Another 

In case the supply of goods or services is done interstate i.e. the place of consumption rules 

provide that interstate GST (or integrated GST) needs to be applied for the transaction, then the 

supplier would charge IGST at specified rates on the supply.  This is illustrated with the help of 

the following example: 

Basic value charged for supply of goods or services 10,000 

Add: IGST @ 20%* 2,000 

Total price charged for interstate supply of goods or services 12,000 

Note: In the above example, the rate of IGST is assumed to be 20%  
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The IGST charged on the customer for supply of goods or services would be remitted by the 

seller into the appropriate account of the Central Government. The CG would share the same 

with the State of destination and itself. 

Exports 

In case the supply of goods or services are exported out of India i.e. the place of consumption 

ǊǳƭŜǎ ǇǊƻǾƛŘŜ ǘƘŀǘ ǊŜƎŀǊŘ ǘƘŜ ǘǊŀƴǎŀŎǘƛƻƴ ŀǎ ΨŜȄǇƻǊǘŜŘΩΣ ǘƘŜƴ ǘƘŜ ǘǊŀƴǎŀŎǘƛƻƴ ǿƻǳƭd be zero rate.  

In other words, the supplier would be allowed to export the goods or services without charging 

any tax. This is explained with the help of the following example: 

Basic value charged for supply of goods or services 10,000 

Add: GST  Nil 

Total price charged for export of goods or services 10,000 

 

From the above the following features of the GST emerge. The salient features of proposed GST 

law in India are given below: 

 

Ý Dual GST: Dual GST signifies that GST would be levied by both, the Central Government and 

the State, on supply of goods or services.  Under the Constitution, presently the taxing powers 

are presently split between the State and the Centre.  In case of certain transactions, the power 

to tax is vested with the Centre and while in certain others, the power is vested with the State.  

Under GST, the power to tax on supply of all goods and services would be vested in the hands 

of both, the State and the Centre. In certain cases, such as the interstate transactions, the 

power to tax would be vested with the Central Government, while the revenue would in some 

appropriate manner, get distributed to the States. Considering the dual taxation power to tax 

transactions under GST, the structure is referred to as Dual GST. Considering the basic 

framework of the constitution and keeping its structure intact, Dual GST appears to be 

implementable solution for India scenario. Rate Structure: It is expected that GST would be 
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levied on the transaction value i.e. price actually paid or payable for supply of goods and 

services. The GST for local supplies would be split into SGST and CGST.  

 

Ý The Task Force on GST of Thirteenth Finance Commission (TFC) has worked out a Revenue-

Neutral Rate (RNR) of 12% (5% CGST and 7% SGST) assuming there is a single GST rate and 

stamp duty & electricity duty are also subsumed in the GST. However the rate now being 

discussed is in excess of 20%. 

GST could have a 4 rate structure with standard rate, concessional rate, special rate for bullion 

& jewellery and exempted/ nil rated.  It is presently the view that services and goods would 

have the same rate. 

SGST - Floor rate with a small band of rates for standard rated goods or services [1-3%]  

The discussion paper mentions and the Constitution Amendment bill 2014 indicate that the 

empowered committee has decided to adopt the following rate structure for taxing goods and 

services: 

Rate based on Revenue Neutral Rates (RNR) ς [VAT Principal followed] Four rates:  

 

Ý Merit rate for necessary goods- Concessional rate: Necessities and goods of basic 

importance [the concept of declared goods would no longer be relevant] -could be 10%-15% in 

total. 

Ý RNR- Standard rate for goods or services in general- For all - could be -22% -27% in total... 

Ý Nil rates for exempted goods or services. 

Ý Special rate for precious metals -1%. 

Ý Optional Exemption & Composition scheme ς Rs. 25 Lakhs to 75 Lakhs. 
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¶ Exempted goods: The short list [ Out of 91 items ] under the State VAT law-0% 

 

Note: States may be able to fix the SGST based on a band say 9-11%. [1-2 %] 

The recommend uniform State GST threshold of INR 25 Lakhs for both goods and services and 

composition scheme for those between Rs. 25 Lakhs to 75 Lakhs is being discussed. 

A 1% tax would accrue to the originating States for a period of 2 years unless extended by the 

GST council. 

 

Ý GST Council would be put in place which would consist of the FM of Union and States. The 

issue of veto power for the Union still is to be resolved.  

 

Ý Credit Scheme: GST would be levied on supply of goods and services and the supplier would 

be allowed credit for the GST paid on purchases.  The credit would be seamless except that the 

credit of CGST paid would not be allowed for set-off against SGST payable and vice versa. 

The objective of seamless credit would be met except for those below the threshold limit, those 

under special composition schemes and the products which are exempted. Presently in the 

central as well as the state tax laws a number of restrictions exist on eligibility of goods and 

services used for business. It is hoped that these anomalies would be taken care in the draft law 

which is expected to be in place by June 2015. 

 

How would this work? 

The assessee dealer would be entitled to avail credit of GST paid on purchases.  In this regard, 

the dealer may purchase the goods or services locally or interstate or as imported. The 

following taxes paid on purchases when made locally, interstate or imported, would be 

available as credit in the hands of the dealer: 
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Type of purchase Local Interstate Imported 

GST incidence on purchase (taxes 

payable) 

CGST 

SGST 

IGST BCD 

CGST 

SGST 

Credit entitled on (with respect to 

taxes paid) 

CGST 

SGST 

IGST CGST 

SGST 

The assessee is required to account for CGST, SGST and IGST separately. 

Extent of Cross Utilisation: 

Nature of tax paid on purchase Can be utilized for payment of 

CGST CGST 

IGST 

SGST 

 

SGST 

IGST 

IGST CGST 

SGST 

IGST 

 

Ý IGST: Under this model the Centre would levy the IGST which would be CGST plus SGST on 

all inter-State transactions of taxable goods and services. [ This would also include goods and 

services imports] Inter-State seller would pay the IGST on value addition after adjusting of IGST, 

CGST and SGST on purchases. The Exporting state would transfer to the Centre the credit of 

SGST used on payment of IGST. 

 

 



Hiregange 

Academy 

This Program is - A Knowledge & Empowerment initiative  

 

30 
 

Likely registration and returns filing procedure: 

Ý State wise 15 digits PAN based GSTIN: 

Ç There would a single registration or taxpayer identification number, based on the 

Permanent Account Number (PAN) for direct taxation. Three additional digits would be added 

to the current PAN to identify registration for the Centre and State GSTs. Also known as BIN 

(Business Identification Number).  

Ý Facility of Facilitation Centre (FC) & Tax Return Preparers (TRP): This could be similar to 

help desk facility which is available under service tax and TRP could be akin to the Service tax 

returns ǇǊŜǇŀǊŜǊǎΩ scheme which is presently available. 

Ý Facility of migration of existing registrants: They may need to be migrated onto the new 

online registration and returns facility. 

Ý Amendment, Cancellation & Surrender of Registration: Similar to ACES [Automation of 

Central Excise and Service Tax], the GST may need to have automated online facility for 

registration, amendment to registration, surrendering and cancelation as well. These could 

ensure that the intervention of the human interface is minimum leading to more ease in 

transacting to assesses. 

 

Likely Return Procedure:  

Ý Monthly & Annual Return for normal dealers. There could be one common tax return for 

both taxes, with one copy given to the Central authority and the other to the relevant State 

authority electronically. Moreover, most likely, GST returns will be required to be filed online.  

Ý Quarterly Return for compounding dealers. At same time there could continue to be 

quarterly filing facility to dealers who had opted for compounding scheme. 

Ý Revision of returns-There could be facility given for revising returns for mistakes/errors 

of omission etc. The same could extend across all supplies made by dealers. At present there is 
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anomaly whereby excise manufacturers cannot file a revised return as there is no provision for 

same under the provisions. These could be rectified.  

Ý Measures against non-filers and short-filers. There could be stringent measures against 

short and non-filers to ensure that there is non compliance on part of dealers.  

 

Ý Compensation to States: In the opinion of the paper writer though some States who are 

consumer centric like Kerala would immensely benefit by GST most well to do States like 

Gujarat, Maharashtra, Haryana, Tamil Nadu & Karnataka among others would get a share of the 

services consumed in the State which is a much bigger proposition [ 59% of GDP]. They would 

also get a share of the Rs125, 000/- of Additional Customs Duty as well as the Special Additional 

Duty] on imports. 

The compensation for the first 3 years would be 100% of the shortfall. Then 75 % and 50% in 

the 5th year. States which over estimate the impact may find delayed disbursement a possibility. 

Ý Administrative Mechanism: Both the Central Government and State Government would 

have the authority and control over the assessee as follows. 

(i) The administration of the Central GST would be with the Centre and for State GST with the 

States. 

(ii) Each taxpayer could be allotted a PAN linked taxpayer identification number with a total 

of 13/15 digits. This would bring the GST PAN-linked system in line with the prevailing PAN-

based system for Income tax facilitating data exchange and taxpayer compliance. The exact 

design would be worked out in consultation with the Income-Tax Department. 

(iii) Keeping in mind the need of tax payers convenience, functions such as assessment, 

enforcement, scrutiny and audit would be undertaken by the authority which is collecting the 

tax, with information sharing between the Centre and the States. Both the State and Centre 

may also adjudicate jointly to avoid conflicting decisions. 
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(iv) The assessee dealer would be required to pay GST into the specified account of the State/ 

Centre and file periodic returns separately with the State/ Central Government. 

 

Goods and Service tax network [GSTN] 

Ý Goods and Services Tax Network SPV (GSTN SPV) to create enabling environment for 

smooth introduction of Goods and Services Tax (GST). GSTN SPV will provide IT infrastructure 

and services to various stakeholders including the Centre and the States.  

Ý The GSTN SPV would be incorporated as a Section 25 (not-for-profit), non-Government, 

private limited company in which the Government will retain strategic control. It would have an 

equity capital of Rs. 10 crore, with the Centre and States having equal stakes of 24.5% each. 

Non Government institutions would hold 51% equity. No single institution would hold more 

that 10% equity, with the possibility of one private institution holding a maximum of 21% 

equity.  

Ý GTSN SPV would have a self-sustaining revenue model, based on levy of user charges on tax 

payers and tax authorities availing its services. While the SPV's services would be critical to 

actual rollout of GST at a future date, it is also expected to render valuable services to the 

Centre / State tax administrations prior to the GST implementation.  

Ý The exclusive national agency responsible for delivering integrated Tax related services 

involving multiple tax authorities namely: 

(i) Equity Holders 

(ii) Central Government - 24.5% 

(iii) EC and all States together - 24.5% 

(iv) Financial Institutions ς 51%   

 

GSTN functions: 

Ý GST Common Portal to be operational before GST rolls out. This could be on lines of 

ACES facility which could be common gateway for states and centre. 
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Ý Common Portal to function as pass-through portal for GST dealers to: 

¶ submit registration application  

¶ file returns 

¶ make tax payments 

Ý Registration, return & payment information submitted by dealers to be passed to the 

Central and concerned State tax authorities. 

Ý Statutory functions like assessment, enforcement of tax laws, settlement of disputes 

etc. to be performed by the respective tax authorities only. 

Ý GSTN may develop back-end modules like Assessment, Audit, Refunds, Appeal, 

Enforcement & tax payer profiling utility, etc. 

Ý GSTN to provide various services.    

 

Place of Supply Rules: 

Introduction 

The principles of Place of Provision of Services would be adapted to the place of supply rules. 

The point of taxation philosophy could also be a viable option. The States are expected to enjoy 

at least Rs.150, 000/- Crores of revenue depending on the intra state consumption of services. 

 

One of the major changes in GST would be consumption tax i.e. from origin to destination 

A new rule Place of supply rules- (Draft available ς akin to POPS) 

¶ To determine Place of supply of goods or services. 

¶ The place of provision could be destination based for B2B transactions and origin based for 

B2C transactions. 

¶ To determine whether supplies are intra ς state or inter ς state 
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Proposals in 122nd constitution amendment bill 2014 ς relating to Goods & Services Tax 

With an intention to remove cascading effect of taxes and provide for a common national 

market for goods and services 122nd constitution amendment bill 2014 was introduced in 

ǇŀǊƭƛŀƳŜƴǘ ōȅ IƻƴΩōƭŜ CƛƴŀƴŎŜ aƛƴƛǎǘŜǊ ƻŦ LƴŘƛŀΣ !Ǌǳƴ Jaitely on 19th December 2014. The 

proposals which are contained in the said bill are briefed as follows: 

1. This will be effective from the date to be notified by Central Government by notification in 

the official gazette. 

2. New Article 246A is proposed to inserted whereby ς 

a. Parliament has exclusive power to make laws with respect to GST where the supply of 

goods or services or both take place in the course of interstate trade or commerce. 

b. Subject to above, every state will have powers to make laws with regard to GST imposed 

by Union or State. 

c. In respect of GST on the following products this provision will take effect from the date 

recommended by GST council. The products are  

i. Petroleum Crude;  

ii. HSD;  

iii. Petrol;  

iv. natural gas and  

v. aviation turbine fuel  

3. With the new article being proposed for GST, earlier introduced article 268A in 2003 is 

proposed to be deleted. 

4. The exclusive power for Union to make laws including imposing taxes on the matters other 

than List II & III is proposed to be subjected to the provisions contained in the new article 246A. 

5. It is proposed that the council of states by resolution supported by not less than 2/3rd of the 

members present and voting can in public interest empower Parliament to make law (subject to 

conditions) with regard to GST or any other matter contained in state list. 
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6. The method of Levy of Excise duty by Central Government but collection of duties by state 

government in respect of medicinal and toilet preparations containing alcohol is proposed to be 

removed. 

7. New article 269A is proposed wherein ς 

a. GST on supplies in the course of interstate commerce and trade shall be levied and 

collected by Central Government. 

b. Such tax shall be apportioned between the union and states in the manner as may be 

provided by parliament by law on the recommendation of GST council. 

c. The Supply of goods or of services or both in the course of import into India shall also be 

considered in the course of interstate trade or commerce.  

d. The Parliament will formulate the principles for determining the place of supply and 

when supply of goods, or of services, or both is said to have happen in the course of 

interstate trade or commerce.  

8. The existing provisions for levy and collection of CST on interstate sale or purchase including 

consignment of goods would be subjected to above new proposed Article 269A.   

9. Article 270 dealing with taxes levied and distribution between union and states is proposed 

to be amended to facilitate special distribution of GST relating to interstate trade or commerce 

and later to apply the general distribution mechanism.  

10. The present power of Parliament to increase duties or taxes by way of surcharge and to 

take it only to consolidated fund of India is proposed to be restricted as far as GST is concerned, 

whereby no such increase by way of surcharge can be imposed on GST to go to only 

consolidated fund of India. 

11. New Article 279A is proposed whereby President shall constitute within 60 days from the 

enactment of 122nd Constitution Amendment Act, 2014, a GST council. 

12. The GST Council will consist of ς 

a. The Union Finance Minister  As chairperson 

b. The chosen State Ministers/nominees of states As Vice-Chairperson 
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c. The Union Minister of State in charge of revenue 

or Finance  

As Member 

 

d. The Minster in charge of Finance or Taxation of 

any other Minister nominated by each state 

Government  

As Members 

 

13. GST shall make recommendations to the Union and States on ς 

a. The taxes, cesses and surcharges levied by the Union, the states and the local bodies 

which may be subsumed in the GST 

b. The goods and services that may be subjected to, or exempted from the goods and 

service tax; 

c. Model GST Laws, principles of levy, apportionment of IGST and principles that govern 

the place of supply; 

d. The threshold limit of turnover below which goods and services may be exempted from 

GST; 

e. The rates including floor rates with bands of GST; 

f. Any special rate or rates for a specified period, to raise additional resources during any 

natural calamity or disaster; 

g. Special provision with respect to the States of Arunachal Pradesh, Assam, Jammu and 

Kashmir, Manipur, Meghalaya, Mizoram, Nagaland, Sikkim, Tripura, Himachal Pradesh 

and Uttarakhand; and 

h. Any other matter relating to the goods and service tax, as the GST Council may decide. 

14. GST Council shall also make recommendation as to date on which GST be levied on 

petroleum crude, HSD, Petrol, natural gas and aviation turbine fuel. 

15. GST Council shall be guided by the need for a harmonized structure of GST and for the 

development of a Harmonized national market for goods and services.  
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16. Every decision in the GST council shall be taken at the meeting by a majority of not less than 

3/4th of weighted votes of the members present and voting. The mechanism of computing 3/4th 

of weighted votes is set out therein, essentially giving 1/3rd voting power to Union. 

17. State would not have power to levy tax on supply of goods, or of service, or both where 

supply takes place  

a. outside the state; or 

b. in the course of the import of goods, or of service, or both into India, or export of goods, 

or of service, or both out of territory of India.  

18. GST is proposed to be defined in Article 366 (12A) as any tax on supply of goods, or services 

or both except taxes on supply of the alcoholic liquor for human consumption. 

19. Further services are proposed to be defined in Article 366(26A) as anything other than 

goods. 

20. Power of local bodies to Levy certain taxes is proposed to be added with Taxes on 

entertainment and amusements. 

21. The power of levy of Central Excise duty is proposed to be confined to  

a. Petroleum crude 

b. HSD 

c. Petrol 

d. Natural Gases 

e. Aviation Turbine fuel 

f. Tobacco and Tobacco products 

22. Tax on sale or purchase of news paper and advertisement published therein which is in 

Union list entry 92 is proposed to be omitted. 

23. Entry 92C ς Taxes on services is proposed to be omitted. 

24. In State list Entry 52 dealing with power to levy entry tax is proposed to be omitted. 

25. In state list Entry 54 is now restricted to levy tax on sale of following products other than 

interstate trade or commerce or import or exports- 

a. Petroleum crude 
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b. HSD 

c. Petrol 

d. Natural Gases 

e. Aviation Turbine fuel 

f. Alcoholic liquor for human consumption. 

26. Power of state to levy tax on advertisement other than in news papers and advertisements 

broadcast by radio or television is proposed to be omitted.  

27. Power of state to levy Taxes on luxuries, including taxes on entertainments, amusements, 

betting and gambling is now proposed to be confined to only to taxes on entertainments and 

amusements to the extent levied and collected by a panchayat or municipality or a Regional 

Council or a District Council. 

28. Though GST is proposed, it is proposed to have a continuity in levying additional 1% tax on 

supply of goods in the course of interstate trade or commerce for two years or further period as 

may be recommended by GST council. This additional tax will be assigned to states. Further the 

122nd Constitution Amendment Act, 2014 also empowers parliament for enacting law setting 

out the principles for determining the place of origin from where the supply of goods take place 

in the course of interstate trade or commerce. 

29. Parliament to enact a law on recommendation by GST Council to compensate the states for 

loss of revenue incurred due to implement GST up to 5 years. 

 

Current discussions on GST include five committees constituted by Emp. Comm. on Place of 

supply rules. 

Ý Current issues and discussions 

(i) Five Committees  constituted by Emp. Comm on: 

Á Dual Control, Thresholds & Exemption in GST Regime- India is looking to 

implement a dual-GST system, where the Centre will impose a Central GST (CGST) 

and the States will impose a State GST (SGST) where states given flexibility to 
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tinker with SGST rates. All tax rates, exemption and threshold limits will be 

decided by the GST Council. 

Á Revenue Neutral Rates for State GST & Central GST & Place of Supply Rules- the 

Centre is now looking at a revenue neutral rate (RNR) of 27 per cent. This is the 

rate when petroleum products are included within the GST ambit. The erstwhile 

regime had talked of a RNR of 16 per cent. 

(ii) IGST & GST on Imports. 

(iii) Drafting model GST law. 

(iv) Examination of Business Processes for GST. 

 

Pending Policy Issues: 

(i) Extent of Dual Control: Keeping in view the interest of small traders and small scale 

industries and to avoid dual control, the States also considered that the threshold for Central 

GST for goods may be kept at Rs.1.5 crore and the threshold for Central GST for services may 

also be appropriately high. It may be mentioned that even now there is a separate threshold of 

services (Rs. 10 lakhs) and goods (Rs. 1.5 crore) in the Service Tax and CENVAT. The common 

threshold is being canvassed at Rs.25 Lakhs for both goods and services. 

(ii) Rate structure: What started as around 15%, today is expected to be between 24- 27%. 

(iii) Exempted Goods or Services: List of exempted goods or services to be finalized. it is being 

discussed whether the exempted list under VAT regime including Goods of Local Importance 

may be retained in the exempted list under State GST in the initial years. 

(i) Exemption & Composition threshold:  Rs. 25 lakhs turnover is trader-friendly, will ensure 

better administration, more focused attention on the big traders. 

(ii) Exclusion of certain goods from GST regime: Essential commodities such as rice, wheat, 

bread, exemption to services such as education could continue to be exempted in new regime. 

(iii) Role of States in inter-State Trade: Sharing of IGST needs to be worked out. 
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(iv) Place of Supply Rules for Goods & Services: The place of provision of service could be 

based on the new rules. The place of taxing would be place where goods are consumed unless 

specified otherwise. 

(i) Subsuming of Purchase Tax & Octroi: In addition to mainly subsuming union excise duties, 

customs duties (CVD/SAD), service tax and state VAT into a single levy. It would also subsume 

purchase tax and  octroi. 

(ii) Mechanics of IGST model- Bank Model: The Empowered Committee has accepted the 

recommendation for adoption of IGST model for taxation of inter-State transaction of Goods 

and Services. The scope of IGST Model is that Centre would levy IGST which would be CGST plus 

SGST on all inter-State transactions of taxable goods and services. The inter- State seller will pay 

IGST on value addition after adjusting available credit of IGST, CGST, and SGST on his purchases. 

The Exporting State will transfer to the Centre the credit of SGST used in payment of IGST. The 

Importing dealer will claim credit of IGST while discharging his output tax liability in his own 

State. The Centre will transfer to the importing State the credit of IGST used in payment of 

SGST. The relevant information is also submitted to the Central Agency which will act as a 

clearing house mechanism, verify the claims and inform the respective governments to transfer 

the funds. 

 

Ý Key business processes ς  

¶ Single / Multiple registrations within one State: It could be a centralized registration on 

each state wise basis. 

¶ Dispute settlement. This maybe a thorny issue 

¶ Audit: The department audits to be conducted by the revenue with the assistance of 

/ƘŀǊǘŜǊŜŘ !ŎŎƻǳƴǘŀƴǘΩǎ ǿƘƛŎƘ ŎƻǳƭŘ ōŜ ƳŀŘŜ ŎƻƳǇǳƭǎƻǊȅ ōŜȅƻƴŘ ǎƻƳŜ ǾŀƭǳŜ ƭƛƳƛǘǎΦ 

¶ Enforcement issues are in the process of being discussed 

¶ Recovery & Refunds, etc. 

  



Hiregange 

Academy 

This Program is - A Knowledge & Empowerment initiative  

 

41 
 

Ý Challenges For GST Implementation: Some expected hurdles to be adequately overcome 

could be as under:  

1. One time coverage: Share of revenue from such commodities, which would be kept outside 

the GST structure, e.g., petroleum products, tobacco, liquor, etc. However, Central Govt. can 

charge excise duty on tobacco products over and above GST. 

2. Number of taxes to be subsumed in the GST, for example stamp duty, property tax, toll tax, 

etc. might be kept outside the GST structure. 

3. Uniformity of 4 rates across most products: All efforts should be made to keep the GST rate 

as low as possible. 

4. Protecting present/future revenues of States-Compensation to the Under the GST structure, 

the tax would be collected by the States where the goods or services are consumed, and hence 

losses could be heavy for the producer States and the Centre would be required to compensate 

them for loss of revenue. The Centre had earlier come out with a similar scheme to compensate 

States for loss of revenue following implementation of value added tax (VAT), which came into 

effect from April 1, 2005. The compensation structure was 100% in the first year, 75% in the 

second year and 50% in the third year. Compensation was also provided to the States for loss of 

revenue due reduction in CST rate from 4% to 2% 

5. Safeguarding interest of less developed states with low revenue ς Due to switch over from 

origin based to destination based levy model could lead to safeguard the interest of less 

developed states, which are not major producers but major consumers. The consuming states 

to get more revenues. 

6. Seamless credit system ς restriction baggage. Presently, no cross credits are available across 

these taxes and the sales tax paid (on input) or payable (on output). Introduction of GST should 

thus rationalize tax content in product price, enhance the ability of companies to compete 

globally, and possibly trickle down to benefit the ultimate consumer. However, it is learnt that 

under the proposed GST regime, the Centre will give input tax credit (set off) only for Central 

GST and the States will give input tax credit only for State GST. Cross-utilisation of credit 
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between Central GST and State GST will not be allowed. Nevertheless, the dealers could claim 

set-off within the respective heads. 

7. Transition from origin based to destination based: The only exception could be B2C end 

consumer supplies which could continue to be taxed in the state of origin of the supply. 

8. Standardization of systems and procedures all over India- This includes items such as the 

taxpayer registration system, taxpayer identification numbers, tax forms, tax reporting periods 

and procedures, invoice requirements, cross-border trade information systems and IT systems. 

9. Unfair dispute resolution with equal powers. A common dispute resolution mechanism 

[state+ centre] as well as a mechanism for giving advance rulings would further facilitate trade 

and industry. 

10. Training/ Equipping Tax administration: Since the dual GST is considerably different from 

the present indirect tax regime, a massive training initiative would be required at both federal 

and State levels to familiarize the respective administrations with the concepts and procedures 

of the dual GST. However, the task is not limited to technical training but also extends to a 

similar effort to reorient the attitude and approach of the tax administration in order to achieve 

a fundamental change in mindset. 

11. Adoption of huge capacity IT to improve efficiency and credit states for input credit utilized 

as taxes collected would be on account of destination state. 

12. States not willing to give Veto to Union. 

13. Compensation disbursal doubts. 

 

How to Get awareness / start practice in GST? 

 

Ý Start focused reading/ practice in CST/ VAT, Central Excise or Service Tax now!! 

Ý Use online resources ς googlegst, caclubindia, yahoo CA groups, taxindiaonline, linked in. 
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Ý Form a small group for GST in your area, meet regularly to understand the latest 

developments. 

Ý Be ready before GST is implemented to add value to your organization / clients. 

Ý Read books/ attend seminars on topic 

Acknowledgements to CA Roopa Nayak for collating this article. 

For any feedback or queries mhiregange@gmail.com or roopa@hiregange.com  

mailto:mhiregange@gmail.com
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Proposals in 122nd constitution amendment bill 2014 ς relating to Goods & 

Services Tax 

- Madhukar N Hiregange 

With an intention to remove cascading effect of taxes and provide for a common national 

market for goods and services 122nd constitution amendment bill 2014 was introduced in 

ǇŀǊƭƛŀƳŜƴǘ ōȅ IƻƴΩōƭŜ CƛƴŀƴŎŜ aƛƴƛǎǘŜǊ ƻŦ LƴŘƛŀΣ !Ǌǳƴ Jaitely on 19th December 2014. The 

proposals which are contained in the said bill are briefed as follows: 

1. This will be effective from the date to be notified by Central Government by notification 

in the official gazette. 

2. New Article 246A is proposed to inserted whereby ς 

a. Parliament has exclusive power to make laws with respect to GST where the supply of 

goods or services or both take place in the course of interstate trade or commerce. 

a. Subject to above, every state will have powers to make laws with regard to GST imposed 

by Union or State. 

b. In respect of GST on the following products this provision will take effect from the date 

recommended by GST council. The products are  

i. Petroleum Crude;  

ii. HSD;  

iii. Petrol;  

iv. natural gas and  

v. aviation turbine fuel  

3. With the new article being proposed for GST, earlier introduced article 268A in 2003 is 

proposed to be deleted. 

4. The exclusive power for Union to make laws including imposing taxes on the matters 

other than List II & III is proposed to be subjected to the provisions contained in the new article 

246A. 
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5. It is proposed that the council of states by resolution supported by not less than 2/3rd of 

the members present and voting can in public interest empower Parliament to make law 

(subject to conditions) with regard to GST or any other matter contained in state list. 

6. The method of Levy of Excise duty by Central Government but collection of duties by 

state government in respect of medicinal and toilet preparations containing alcohol is proposed 

to be removed. 

7. New article 269A is proposed wherein ς 

a. GST on supplies in the course of interstate commerce and trade shall be levied and 

collected by Central Government. 

b. Such tax shall be apportioned between the union and states in the manner as may be 

provided by parliament by law on the recommendation of GST council. 

c. The Supply of goods, or of services, or both in the course of import into India shall also 

be considered in the course of interstate trade or commerce.  

d. The Parliament will formulate the principles for determining the place of supply and 

when supply of goods, or of services, or both is said to have happen in the course of interstate 

trade or commerce.  

8. The existing provisions for levy and collection of CST on interstate sale or purchase 

including consignment of goods would be subjected to above new proposed Article 269A. 

9. Article 270 dealing with taxes levied and distribution between union and states is 

proposed to be amended to facilitate special distribution of GST relating to interstate trade or 

commerce and later to apply the general distribution mechanism.  

10. The present power of Parliament to increase duties or taxes by way of surcharge and to 

take it only to consolidated fund of India is proposed to be restricted as far as GST is concerned, 

whereby no such increase by way of surcharge can be imposed on GST to go to only 

consolidated fund of India. 

11. New Article 279A is proposed whereby President shall constitute within 60 days from 

the enactment of 122nd Constitution Amendment Act, 2014, a GST council. 

12. The GST Council will consist of ς 
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a. The Union Finance Minister  As chairperson 

b. The chosen State Ministers/nominees of states As Vice-Chairperson 

c. The Union Minister of State in charge of revenue 

or Finance  

As Member 

 

d. The Minster incharge of Finance or Taxation of 

any other Minister nominated by each state 

Government  

As Members 

 

13. GST shall make recommendations to the Union and States on ς 

a. The taxes, cesses and surcharges levied by the Union, the states and the local bodies 

which may be subsumed in the GST 

b. The goods and services that may be subjected to, or exempted from the goods and 

service tax; 

c. Model GST Laws, principles of levy, apportionment of IGST and principles that govern 

the place of supply; 

d. The threshold limit of turnover below which goods and services may be exempted from 

GST; 

e. The rates including floor rates with bands of GST; 

f. Any special rate or rates for a specified period, to raise additional resources during any 

natural calamity or disaster; 

g. Special provision with respect to the States of Arunachal Pradesh, Assam, Jammu and 

Kashmir, Manipur, Meghalaya, Mizoram, Nagaland, Sikkim, Tripura, Himachal Pradesh and 

Uttarakhand; and 

h. Any other matter relating to the goods and service tax, as the GST Council may decide. 

14. GST Council shall also make recommendation as to date on which GST be levied on 

petroleum crude, HSD, Petrol, natural gas and aviation turbine fuel. 



Hiregange 

Academy 

This Program is - A Knowledge & Empowerment initiative  

 

47 
 

15. GST Council shall be guided by the need for a harmonized structure of GST and for the 

development of a Hormonised national market for goods and services.  

16. Every decision in the GST council shall be taken at the meeting by a majority of not less 

than 3/4th of weighted votes of the members present and voting. The mechanism of computing 

3/4th of weighted votes is set out therein, essentially giving 1/3rd voting power to Union. 

17. State would not have power to levy tax on supply of goods, or of service, or both where 

supply takes place  

a. outside the state; or 

b. in the course of the import of goods, or of service, or both into India, or export of goods, 

or of service, or both out of territory of India.  

18. GST is proposed to be defined in Article 366 (12A) as any tax on supply of goods, or 

services or both except taxes on supply of the alcoholic liquor for human consumption. 

19. Further services are proposed to be defined in Article 366(26A) as anything other than 

goods. 

20. Power of local bodies to Levy certain taxes is proposed to be added with Taxes on 

entertainment and amusements. 

21. The power of levy of Central Excise duty is proposed to be confined to  

a. Petroleum crude 

b. HSD 

c. Petrol 

d. Natural Gases 

e. Aviation Turbine fuel 

f. Tobacco and Tobacco products 

22. Tax on sale or purchase of news paper and advertisement published therein which is in 

Union list entry 92 is proposed to be omitted. 

23. Entry 92C ς Taxes on services is proposed to be omitted. 

24. In State list Entry 52 dealing with power to levy entry tax is proposed to be omitted. 
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25. In state list Entry 54 is now restricted to levy tax on sale of following products other 

than interstate trade or commerce or import or exports- 

a. Petroleum crude 

b. HSD 

c. Petrol 

d. Natural Gases 

e. Aviation Turbine fuel 

f. Alcoholic liquor for human consumption. 

26. Power of state tolevy tax on advertisement other than in news papers and 

advertisements broadcast by radio or television is proposed to be omitted.  

27. Power of state to levy Taxes on luxuries, including taxes on entertainments, 

amusements, betting and gambling is now proposed to be confined to only to taxes on 

entertainments and amusements to the extent levied and collected by a panchayat or 

municipality or a Regional Council or a District Council. 

28. Though GST is proposed, it is proposed to have a continuity in levying additional 1% tax 

on supply of goods in the course of interstate trade or commerce for two years or further 

period as may be recommended by GST council. This additional tax will be assigned to 

states.Further the 122nd Constitution Amendment Act, 2014 also empowers parliament for 

enacting law setting out the principles for determining the place of origin from where the 

supply of goods take place in the course of interstate trade or commerce. 

Parliament to enact a law on recommendation by GST Council to compensate the states for loss 

of revenue incurred due to implement GST up to 5 years 
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Customs, Excise & ST provisions relevant to proposed GST 

- Rajesh Kumar T.R. 

.ΩŎƻƳΣ [[.Σ C/!Σ 5L{!όL/!Lύ 

 

Introduction: 

Presently under the existing taxation system for indirect taxes, number of indirect taxes are 

being levied and collected both from Central Government and State Governments on different 

activities undertaken.  

Taking cue from international best tax practices, and to ease out the complications and 

compliances under different taxation laws and different statutory authorities, thought process 

was started to consolidate number of taxes in to one system of taxation uniformly across the 

county.  

In that direction though reforms were thought of many times and partial reforms were being 

undertaken in the respective taxation laws, move was made towards introduction of Goods and 

Services Tax (GST) announcement was made by the then Finance Minister Mr. P. Chidambaram 

in 2007-08 budget to introduce GST from 2010.  

Though lot of effort went into it, still standing at the end of 2014, we are still in the first 

technical step in the implementation process i.e. amendment of Constitution of India. 

This article discusses the proposed model for expected GST as per first discussion synchronized 

with the proposals made in the 122nd Constitution Amendment Bill, 2014 and comparative 

analysis with existing provisions. The proposals are given in the end as an appendix to this 

article. 

 

Present Taxes  

The present tax structure can best be described by the following chart: 
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The principles of GST would be drawn from the best practices internationally and some time 

tested principles which have been working well in India. It is required to have a brief revisiting 

of the existing indirect taxes regime, before proceeding to understanding GST. The excise duty, 

import duties of customs, VAT/CST and service tax are the main levies at present. 

Until the introduction of MODVAT (now CENVAT) Scheme in 1986 in respect of Central Excise 

Duty, duty was levied as origin based single point tax on manufacture of goods with some 

exceptions where set off scheme was used to reduce the cascading effect of taxes. CENVAT is 

only at manufacturing level and does not go up to retail level. 

At State level, varieties of schemes were framed like origin based single point system (first point 

tax), multi point system with set off, last point (retail level) system, and so on. This was, again, 

not uniform even within a State. States adopted different systems for different commodities 

too. Cascading effect at that time was reduced to a great extent with the use of declaration 

forms, though, that by itself was a complex system. With the introduction of State VAT, there is 

combination of origin based (Central Sales Tax) and destination based multi point system of 

taxation. 

Similarly, there was no Union level tax on services till the introduction of Service Tax in 1994 

although, selective levy by the States on specified services like entertainment tax, is continuing. 

Service tax is currently charged on all the services except the services mentioned in the 

Negative List and specifically exempted from the service tax, although initially tax was charged 

on selected services. The VAT at Union (CENVAT) as well as State Level (VAT) is on goods only, 

except that at the Union level, there is input tax credit mechanism between CENVAT and 

Service Tax. 
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Present Tax Structure 
                                     [Four Important Constituents]           

               

       

 

       

Excise Duty 

 

Service Tax 

Sales Tax /  Customs  

  

VAT 

 

Duty 

 

          

               

    

Residuary 

 Entry No. 54 of     

     

List II (State 

 

Entry No. 83, 

 

Entry No. 84, List 

 

Entry No. 97, 

   

  

VAT) and 92A of 

 

List I, 

 

I, Schedule VII 

 

List I, 

   

  

List I (Central 

 

Schedule VII 

 

    

Schedule VII 

   

     

Sales Tax) 

    

            

               

Taxable Event is 

 

Taxable Event 

     Taxable  

  

Taxable Event 

 

Event is 

 

 

is Provision of 

   

Manufacture 

  

is Sale 

 

Import & 

 

 

Service 

   

         

Export 

 

             

               

Median Rate-  Single Rate-  Rates - 5%,  Median  

12%%   12.36%   12.5% & 20%  Rate-24.72%  

 

 

 

 



Hiregange 

Academy 

This Program is - A Knowledge & Empowerment initiative  

 

52 
 

1. Excise Duty 

¶ Central excise duty is an indirect tax levied on goods manufactured in India. The tax is 

administered by the Central Government under the authority of Entry 84 of the Union 

List (List 1) under Schedule VII read with Article 226 of the Constitution of India.  

¶ The Central excise duty is levied in terms of the Central Excise Act, 1944 and the rates of 

duty, ad valorem or specific, are prescribed under the Schedule I and II of the Central 

Excise Tariff Act, 1985.  

¶ The taxable event under the Central Excise Law ƛǎ ΨƳŀƴǳŦŀŎǘǳǊŜΩ ŀƴŘ ǘƘŜ ƭƛŀōƛƭƛǘȅ ƻŦ 

Central excise duty arises as soon as goods are manufactured, that is, it is not extended 

upto retail level. The Central Excise Officers are also entrusted to collect other types of 

duties levied under Additional Duties (Goods of Special Importance) Act, Additional 

Duties (Textiles and Textiles Articles) Act, Cess, etc.  

¶ In 1986, the modified value added tax (MODVAT) was introduced as the first step 

towards reforming Union Excise Duty. This provided set-off for about a small number of 

commodities. In 1987, MODVAT was extended to some additional commodities. With 

the recommendations of the report of Tax Reforms Committee (TRC) (1991-93), 

MODVAT was further extended to a large number of commodities. Gradually, the 

procedures of MODVAT have also been overhauled, resulting in a full system of Central 

VAT (CENVAT).  

¶ CENVAT is levied on all goods except petro-products and tobacco at manufacturing 

level. It allows instant credit for all the taxes paid on inputs as well as on countervailing 

duty (CVD).  

¶ Excise duty has general rate of 12%. Additional excise duty in lieu of sales tax, special 

excise duty, cess and surcharges on specified commodities as additional levies are also 

levied.  

¶ New Central Excise Rules, 2001 replaced the Central Excise Rules, 1944 with effect from 

1st July, 2001. Other Rules have also been notified namely, CENVAT Credit Rules, 2001, 

Central Excise Appeal Rules, 2001, etc. With the introduction of the new rules, several 
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changes have been effected in the procedures. These rules were later repealed by The 

CENVAT Credit Rules, 2004, having the following broad features: -  

¶ Elimination of cascading effect through tax credit mechanism  

¶ Integration of excise duty and service tax and set-off of one against another  

¶ However, there is no integration of excise duty and sales tax/VAT.  

¶ Under GST: The concepts of cenvat credit, dispute resolution, removal and valuation 

on intrinsic value under this law may find a place in GST. Also the principle of trusting 

the tax payer while having the checks and balances of audit rather than suspecting all 

businessmen would hopefully be adopted. 

 

2. Service Tax 

¶ Service Tax was first imposed in India in the year 1994 with three services through 

Chapter V of the Finance Act, 1994. Over the years, more and more services were 

brought into the tax-net. There is no separate legislation for imposition of service tax in 

India, which is governed and administered by the Finance Act, 1994, as amended from 

time to time.  

¶ The tax is administered by the Central Government under the authority of Residual 

Entry 97 of the Union List (List 1) under Schedule VII of the Constitution of India.  

¶ Taxable event of the service tax is provision of services. However, tax is also levied on 

service to be provided, i.e., the advances received for provision of services.  

¶ The CENVAT Credit Rules, 2004 provide for availing of the credit of the service tax and 

central excise duties paid on the input services/inputs/capital goods used for providing 

output services. Such credit amount can be utilised by an assessee towards payment of 

service tax on their output services.  

¶ The CENVAT credit availed by a manufacturer on the input services can also be utilised 

for discharging its liability towards service tax on output services and/or central excise 

duties. Duties of excise and the countervailing customs duty (CVD) paid on the inputs 

and capital goods and ǘƘŜ ǎŜǊǾƛŎŜ ǘŀȄ ǇŀƛŘ ƻƴ ǘƘŜ ΨƛƴǇǳǘΩ ǎŜǊǾƛŎŜǎ Ŏŀƴ ōŜ ǘŀƪŜƴ ŀǎ ŎǊŜŘƛǘΦ  
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¶ However, cross levy set-off of service tax and sales tax/VAT is not permissible.  

 

3. Central Sales Tax / State Value Added Tax (VAT) 

Broadly, for taxation purposes, sales can be divided into: - 

a) {ŀƭŜǎ ǿƛǘƘƛƴ ŀ {ǘŀǘŜ όƪƴƻǿƴ ŀǎ ΨLƴǘǊŀ-{ǘŀǘŜ {ŀƭŜǎΩ ƻǊ Ψ[ƻŎŀƭ {ŀƭŜǎΩύΦ  

b) Sales from one State to another State within the domestic boundaries of India 

όƪƴƻǿƴ ŀǎ ΨLƴǘŜǊ-{ǘŀǘŜ {ŀƭŜǎΩ ƻǊ Ψ/ŜƴǘǊŀƭ {ŀƭŜǎΩύΦ  

c) Sales in the course of export from or import into India.  

While sales tax on the first head, i.e. local sales, is levied by the State Governments as per the 

provisions of their respective State Sales Tax Laws (presently VAT Laws), the taxability of inter-

State sale under the second head is within the purview of the Central Government. Sales under 

the third head, i.e. in the course of export or import, though defined under the Central Sales 

Tax Act, are exempt from the sales tax. 

Entry 92A in the Union List in the Seventh Schedule to the Constitution of India confers power 

ǳǇƻƴ ǘƘŜ ¦ƴƛƻƴ ǘƻ ƭŜƎƛǎƭŀǘŜ ƛƴ ǊŜǎǇŜŎǘ ƻŦ άǘŀȄŜǎ ƻƴ ǘƘŜ ǎŀƭŜ ƻǊ ǇǳǊŎƘŀǎŜ ƻŦ ƎƻƻŘǎ ƻǘƘŜǊ ǘƘŀƴ 

newspapers, where such sale or purchase takes place in the course of inter-State trade or 

ŎƻƳƳŜǊŎŜέΦ ¢ƘŜ ǇƻǿŜǊ ǘƻ ƛƳǇƻǎŜ ǎŀƭŜǎ ǘŀȄ ƛƴ ǘƘŜ ¦ƴƛƻƴ Territory vests with the Parliament 

under Article 246(4) of the Constitution of India. 

Entry 54 in List II (State List) of the Seventh Schedule read with Article 246(3) of the 

/ƻƴǎǘƛǘǳǘƛƻƴ ƻŦ LƴŘƛŀ ŜƳǇƻǿŜǊǎ ǘƘŜ {ǘŀǘŜǎ ǘƻ ƛƳǇƻǎŜ άǘŀȄ ƻƴ ǘƘŜ ǎŀƭŜ ƻǊ ǇǳǊŎƘŀǎe of goods 

other than newspapers, subject to the provisions of Entry 92-! ƻŦ ǘƘŜ [ƛǎǘ LέΦ 

 

Restrictions imposed on States to tax sale or purchase of goods through Article 286 are as 

under: - 

άнусόмύ bƻ ƭŀǿ ƻŦ ŀ {ǘŀǘŜ ǎƘŀƭƭ ƛƳǇƻǎŜ ŀ ǘŀȄ ƻƴ ǘƘŜ ǎŀƭŜ ƻǊ ǇǳǊŎƘŀǎŜ ƻŦ ƎƻƻŘǎ ǿƘŜǊŜ ǎǳŎƘ ǎŀƭŜ ƻǊ 

purchase takes place ς 
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a) Outside the State; or  

b) In the course of the import of the goods into, or export of the goods out of, the territory 

of India. 

286(2) Parliament may by law formulate principles for determining when a sale or purchase 

of goods takes place in any of the ways mentioned in clause (1). 

286(3) Parliament may impose restrictions and conditions in regard to the system of levy, rates 

and other incidents of the tax on any law of a State in relation to the imposition of - 

a) A tax on the sale or purchase of goods declared by Parliament by law to be of special 

importance in inter-State trade or commerce, (declared goods), or  

b) A tax on the sale or purchase of goods, being a tax of the nature referred to in sub-

clause (b), sub-clause (c) or sub-clause (d) of sub-ŎƭŀǳǎŜ όнф!ύ ƻŦ !ǊǘƛŎƭŜ оссΦέ  

In Article 269(1), clause (g) authorizes the Government of India to collect tax on the sale or 

purchase of goods other than newspapers, where such sale or purchase takes place in the 

course of inter-State trade or commerce and making it obligatory upon the Government of 

India to assign the tax to the collecting States. 

The supplies of goods and importantly services would now be available to the States as SGST. 

They would also get apportioned part of the IGST. 

 

CST: The rate of CST is 2% against the declaration in Form C and in case the said declaration is 

not provided by the buyer, they are subject to tax at the rate specified in the local VAT law.  

Form C is allowed to be issued by the buyer when he purchases the goods for use in 

manufacture or for resale or for use in telecommunication network or in mining or in 

generation or distribution of power. Sales without C form would be at the rate as applicable in 

State of origin. 

The principles of interstate sales, sales in the course of export/ import with required changes 

for supplies would be a part of the GST. The aspects of valuation in some parts would also be 
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adopted. The origin based tax of 1% is being proposed akin to CST for a limited period of 2 

years to get States to agree to entry tax subsuming. 

 

4. Customs Duty 

Indian Customs Department has been assigned a number of tasks; more important of which 

are:- 

a) Collection of customs duties on imports and exports as per basic Customs laws (Customs 

Act, 1962 and Customs Tariff Act, 1975).  

b) Enforcement of various provisions of the Customs Act governing imports and exports of 

cargo, baggage, postal articles and arrival & departure of vessels, air crafts etc.  

c) Discharge of various agency functions and enforcing various prohibitions and 

restrictions on imports and exports under Customs Act and other allied enactments.  

d) Prevention of smuggling including interdiction of narcotics drug trafficking.  

e) International passenger processing.  

The Constitutional provisions have given to the Union Government the right to legislate and 

collect duties on imports and exports as per Entry No. 83 of List 1 to Schedule VII of the 

Constitution. The Customs Act, 1962 is the basic Statute, effective from 1.2.1963 which 

empowers duties to be levied on goods imported into or exported from India. 

The categories of items and the rates of duties which are leviable have been specified in the 

Schedules to the Customs Tariff Act, 1975. The First Schedule to the said Act specifies the 

various categories of import items in a systematic and well considered manner, in accordance 

with an international scheme of classification of internationally traded goods ς termed 

ΨƘŀǊƳƻƴƛȊŜŘ ǎȅǎǘŜƳ ƻŦ ŎƻƳƳƻŘƛǘȅ ŎƭŀǎǎƛŦƛŎŀǘƛƻƴΩΦ 5ƛŦŦŜǊŜƴǘ ǊŀǘŜǎ ƻŦ ŘǳǘƛŜǎ ŀǊŜ ǇǊŜǎŎǊƛōŜŘ ōȅ ǘƘŜ 

legislature on different commodities/ group of commodities mentioned in the First Schedule. 

The duties are levied both on specific and ad valorem basis; while there are few cases where at 

times specific-cum-ad valorem duties are also collected on imported items. The Second 

Schedule to Customs Tariff Act, 1975 incorporates items subject to exports duties and rates 
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thereof. 

Where ad valorem duties (i.e., duties with reference to value) are collected, which are the 

predominant mode of levy, the value of the goods is determined for customs duty purposes as 

per provisions laid down under Section 14 of the Customs Act and the Customs Valuation 

(Determination of Prices of Imports Goods) Rules, 1988 issued there under. 

Customs Duties on import are primarily of three types: - 

a) Basic Customs Duty (levied under section 12 of the Customs Act);  

b) Additional Customs Duty (CVD) under sections 3(1) and 3(3) of Customs Tariff Act, in lieu 

of excise duty;  

c) Special Additional Duty of Customs (SAD) under section 3(5) of Customs Tariff Act to 

counter-balance the sales tax, value added tax, local tax or any other charges for the time being 

leviable on a like article on its sale, purchase or transportation in India. 

d) The customs duties are levied on assessable value and the total customs duty ordinarily 

would amount to an average of 28 % (subject to cenvat credits) on the value of goods imported. 

e) Basic Customs duty would continue but the additional duty of customs (CVD) and 

special additional duty (SAD) would get subsumed into GST as an IGST. The Classification 

under customs which is based on the harmonised System of Nomenclature would be adopted 

under GST. 

 

To sum up, presently State Government are levying and/or collecting taxes such as sales tax 

called as VAT, entry tax, Entertainment Tax, Luxury Tax etc. Similarly Union Government is 

levying and collecting taxes such as Central Excise Duty, Service Tax, Additional Customs Duty 

and various types of cesses in the nature of Excise duties. Among them the major types of taxes 

on business transactions can be tabulated as follows: 

Tax Levied on - Collected by - 

State VAT Sales or purchases effected within 

the State 

Respective State Governments 
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Central Sales Tax (CST) Sales or purchases effected in 

interstate trade or commerce 

State Government from where 

sales are done. 

State Excise Manufacture of Alcoholic 

brewages in the state  

State Government where 

manufacture happens. 

Central Excise Manufacture of Excisable Goods 

In India. 

Union government 

Service Tax Providing of taxable service in 

taxable territory (India excluding J 

& K) 

Union government 

Additional Customs 

Duties 

On goods imported into India.  Union government 

 

Proposed GST Model 

Standing Committee on Finance laid 73rd Report in Parliament in August 2013 giving report on 

the then Constitution Amendment Bill, 2011 containing proposed changes related to GST. Now 

122nd Constitution Amendment Bill, 2014 is placed before parliament. The highlight of the said 

report and also considering the new constitution amendment bill, GST model is expected to be 

as follows: 

a) There will be three types of Tax as follows: 

Type of Tax Leviable on - Levied by - 

State Goods and Services 

Tax (SGST) 

Supply of Goods, or of services, 

or both within the state. 

Respective State 

Governments 

Central Goods and Services 

Tax (CGST) 

Supply of Goods, or of services, 

or both within the state 

Central Government  

Integrated Goods and 

Services Tax (IGST) 

Supply of Goods, or of services, 

or both in the course of 

interstate trade or commerce. 

Central Government 
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b) In other words going by the types of transactions ς 

Type of Transaction Type of Tax Levied by - 

Supply of Goods, or of 

services, or both within the 

state. (Same transaction will 

suffer both types of tax) 

State Goods and Services Tax 

(SGST) 

Respective State 

Governments 

Central Goods and Services Tax 

(CGST) 

Central Government 

Supply of goods, or of 

services, or both in the 

course of interstate trade or 

commerce. 

Integrated Goods and Services 

Tax (IGST) 

Central Government  

Supply of goods, or of 

services, or both in the 

course of Import into the 

territory of India.  

Integrated Goods and Services 

Tax (IGST) 

Central Government 

 

c) There will be mechanism between the State Government and Central Government for 

distribution of the IGST collected by Centre as per the recommendation by GST council 

(constitutional body to be created after amendment to constitution). From the business entity 

perspective this may not have direct implications. 

 

d) Following are the Central tax/levies to be subsumed in GST ς 

i. Central Excise Duty;  

ii. Additional Excise Duties;  

iii. The excise Duty levied under the Medicinal and Toiletries Preparation Act;  

iv. Service Tax;  

v. Additional Customs Duty, commonly known as Countervailing Duty (CVD);  

vi. Special Additional Duty of Customs ς 4% (SAD);  

vii. Surcharges; and  
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viii. Cesses.  

 

e) Similarly following State taxes and levies to be subsumed  

i. VAT/Sales tax;  

ii. Entertainment tax (unless it is levied by the local bodies);  

iii. Luxury tax;  

iv. Taxes on lottery, betting and gambling;  

v. State Cesses and Surcharges in so far as they relate to supply of goods and 

services; and  

vi. Entry tax.  

 

f) The levy of GST will be based on supply of goods, or of services, or both.  

 

Place Of Supply Rules: 

Introduction 

One of the major changes in GST would be consumption tax i.e. From origin to destination 

A new rule Place of supply rules- (Draft available ς akin to POPS) 

¶ To determine Place of supply of goods or services 

¶ To determine whether supplies are intra ς state or inter ς state 

Current discussions on GST include five committees constituted by Emp. Comm. on Place of 

supply rules. 

 

Draft Place of Supply Rules are in appendix. 

Relevant provisions of Customs vs GST: 

How would imports be taxed under GST?  
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In the current scenario, imports are subject to basic customs duty(BCD), countervailing 

duty(CVD), customs cess(3%) and special additional duty (SAD-4%).  In the GST regime, 

imports would be subject to basic customs duty, CGST and SGST.  This is illustrated in the 

table given below: 

Pre-GST GST 

Basic customs duty 10.00% Basic customs duty 10.00% 

Countervailing duty 12%   

Customs cess 3.00% IGST (assumed rate)* 20.00% 

Special additional duty 4.00%   

Total duty as percentage on 

transaction value (Pre GST) 

26.50% Total duty (GST) 30.00% 

*rate could be higher 

 

Relevant provisions of Central Excise vs GST: 

Current scenario-Distributor 

[ŜǘΩǎ ŀǎǎǳƳŜ ǘƘŀǘ ƳŀƴǳŦŀŎǘǳǊŜǊ ƻŦ ŎƻƳǇǳǘŜǊǎ ǎŜƭƭǎ ƎƻƻŘǎ ǘƻ ŀ ŘƛǎǘǊƛōǳǘƻǊ ŀƴŘ distributor in 

turn sells this to resellers.  In the current scheme, the manufacturer would charge the 

distributor a tax of 10.30% as excise duty and 5.50% as VAT for local sales and 2% for 

interstate sales.  The cumulative effect of tax on the distributor is 15.80% for local sales and 

12.30% on interstate sales (considering VAT/ CST are levied on value inclusive of excise 

duty).  To the dealer, while VAT is available as credit, the excise duty and CST becomes a 

cost.  Accordingly, the effective tax cost in the hands of the dealer would be10.30% for local 

purchase and 12.30% for interstate transaction. 

GST scenario 

Under GST, it is assumed that in the above scenario, the CGST and SGST rates would be 10% 

each.  In such a case, the manufacturer would charge the distributor CGST of 10% and SGST 
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of 10% for local sales and 20% IGST for interstate sales.  The cumulative ef fect of tax on the 

distributor is 20% for both local and interstate sales.  To the dealer, full credit of SGST paid 

on purchases would be available as a credit 10%, therefore the effective tax cost in the 

hands of the dealer would be 10% for both local and interstate purchase. 

Tax cost: 

Pre-GST Pre-GST GST-local sales GST-

interstate 

sales 

Central Excise 10.00% 10.00% CGST (assumed 

rate)* 

10.00%   

Education Cess 2.00% 2.00% SGST (assumed 

rate)* 

10.00%   

Secondary and 

Higher 

Education(SHE) 

cess 

1.00% 1.00% IGST(assumed 

rate)*-total of 

CGST and SGST 

  20% 

Dealer-VAT for 

local sales 

5.5%                  

Nil  

    

Dealer-CST for 

interstate sales 

                    

2% 

    

Total (Pre GST) 15.80%  Total duty (GST) 20.00%  20% 

 

*rate could be higher 

Relevant provisions of Service tax vs GST: 

In the current scenario, procurement of taxable services would be subject to service tax at 

median rate of 12.36%. If abatement is opted as set out in ST Valuation Rules or under 
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notification no.26/12-ST, then the service tax could be paid on lesser amounts.  Considering 

that service tax is levied by the Central Government, the tax would be the same, whether 

procured locally or interstate.  However, in the GST regime, services procured from outside 

the State would be subject to IGST and services procured from within the State, would be 

subject to CGST and new entrant SGST. 

Pre-GST GST  Interstate 

GST  

Service tax 12.00% CGST (assumed rate)* 10.00%  

Education Cess 2.00% SGST (assumed rate)* 10.00%  

Secondary and Higher 

Education(SHE) cess 

1.00% IGST(assumed rate)*-

total of CGST and SGST 

 20% 

     

Total duty (Pre GST) 12.36% Total duty (GST) 20.00% 20.00% 

 

Stock transfer under GST: 

In the current scenario, stock of goods is not subject to VAT/ CST or service tax.  However, 

in the GST regime, stock transfers would become taxable.  In case subsequent to stock 

transfer, the goods are exported out of India, this could lead to a case of b locking of 

working capital.   

 

Pre-GST GST  

Stock transfer Nil  CGST (assumed rate)* - 

  SGST (assumed rate)* - 

  IGST(assumed rate)*-

total of CGST and SGST 

20% 
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Total duty (Pre GST) - Total duty (GST) 20.00% 

 

GST related to Specific Products 

Though GST is to consolidate tax code on all products considering various political aspects of 

our country, certain specific products are dealt separately. The highlights of the same are as 

follows: 

a) Manufacture of alcoholic beverages for human consumption are kept out of GST. State 

Excise duty would continued to be levied by the respective state Government. 

b) On the other hand on Tobacco and Tobacco products Central Government would 

continue to levy Central Excise Duty (or under some other name) in addition to GST. 

c) Levy of GST on Petroleum products are postponed till that time the GST council 

recommends for its inclusion in GST.  Till then States would continue to levy Sales tax and 

Centre would continue to levy Central Excise duty. The products are as follows :ς 

i. Crude petroleum;  

ii. Diesel;  

iii. Petrol; 

iv. Natural gas; and 

v. aviation turbine fuel 

 

Set off / Adjustment/ Credit 

Main objective of the GST scheme is to avoid double taxation and cascading effect of different 

taxes levied by states and centre. Therefore it becomes essential that set off / adjustment / 

credit of all taxes paid on both goods and services which are received against the liability to be 

paid on goods and services supplied.  
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However such seamless credit set off/adjustment/credit seems to be not envisaged.  Detailing 

and restrictions may be given in the law framed in this regard. As per the present 

understanding it is proposed to be in following manner broadly. 

Type of Tax Paid  Tax can be adjusted against 

SGST Adjusted against SGST 

CGST or IGST Adjusted against CGST or IGST 

interchangeably  

Enactment of Laws Governing GST 

As per the proposed scheme law for levy of CGST and IGST will be formulated by Parliament for 

levy and collection of such tax. The tax also will be levied and collected by the Central 

Government. There will be common enactment for entire country. 

As regards to levy of SGST each state is going to enact law for the respective states based on 

the model law formulated by GST council. The levy and collection will be by the respective state 

Governments. This may create issues of disparities between transactions happening in different 

states. 

 

Rate of GST and threshold exemption limit: 

One of the essential aspect of GST is rate of GST. As per the present status this is not yet 

finalized by GST Council and is being expected between 20% ς 27% (both SGST & CGST 

together).  

As regards to threshold exemption limit, again it is yet to be finalized by GST council. It is 

expected to be 25 lakhs to 50 lakh. 

 

Additional tax of 1% on interstate supply of goods (not service): 

Though GST is proposed to be implemented, an independent provision is envisaged in the 

Constitution Amendment Bill, 2014 whereby it is proposed to have levy an additional 1% tax on 
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supply of goods in the course of interstate trade or commerce for two years or further period as 

may be recommended by GST council.  

This additional tax will be assigned to states. Further the 122nd Constitution Amendment Act, 

2014 also empowers parliament for enacting law setting out the principles for determining the 

place of origin from where the supply of goods take place in the course of interstate trade or 

commerce. 

Comparative analysis Existing vs GST 

Comparison of scope and levy of indirect taxes 

S.N. Particulars  Present Taxation   GST (Expected)  

1. Structural  · Two separate VAT A  dual  tax  with  both 

 Difference   systems  operate Central GST (CGST) & 

    simultaneously at two State GST (SGST) levied 

    levels, Centre and State, on the same base. Thus, 

    and tax paid (input tax all goods and services, 

    credit) under one is not barring a few exceptions, 

    available as set off will be brought into the 

    against the other  GST base.    

   ·    Tax on services is levied There will be no 

    under  separate distinction  between 

    legislation by Centre goods and services for 

   · No comprehensive the purpose of tax with a 

    taxation of services at common legislation 

    the State level; few applicable to both  

    services are taxed It allows seamless tax 
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    under  separate credit amongst Excise 

    enactments    Duty, Service Tax & 

       · Imports in India are not VAT     

    subjected to State VAT       

2. Place of Taxation Taxable at the place of sale It is  consumption 

   of goods or rendering of (destination) based tax 

   service           

3. Excise Duty Imposed by Centre under To be subsumed in 

   separate Act; Taxable CGST; Taxable event  : 

   event: Manufacture; Taxed Sale; To be taxed up to 

   up to manufacturing point retail level    

4. Basic Customs Imposed by Centre, under  - No Change -  

 Duty  separate Act; Taxable       

   event: Import          

5. CVD/SAD 

Imposed by Centre under 

Separate Act; taxable event 

import To be subsumed 

 6. Service Tax  Imposed by Centre under  To be  subsumed in  

     separate  Act;  

 

Taxable  CGST & SGST ; Taxable  

     event: Provision of Service  event :  Provision of  

            Service        

7. Central Sales Tax  Imposed by Centre under  To be phased out    
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     CST Act;  Collection           

     assigned to States; Taxable           

     

  event : Movement of 

goods           

     from one State to another           

8. State VAT  Imposed by States; Taxable  To be subsumed in SGST;  

     event : Sale within the State  Taxable  event : Sale  

            within State     

9. Inter-State  Goods & Services   :  To be subsumed in GST  

 Transactions  Imposed by the Centre  &  subject  to  SGST  &  

            CGST        

10. Powers to levy Tax As Excise Duty (CENVAT) No such powers in GST  

 on Manufacture  :Centre               

11. Powers to levy Tax - Inter-State: Centre  Concurrent powers to  

 on Sale of Goods  - Local: State    Centre & State     

12. Powers to levy Tax Centre      Concurrent powers To 

 on Provision of        Centre & State; States to  

 Services          tax more than 40 services  

13. Tax on Import in - Goods :  Under  - Basic Custom  Duty  

 India    Customs  Duty   on  goods : No  

      (comprises  Basic   Change;     

      Customs Duty, CVD &  

 

CVD & SAD on  

      SAD);      import of goods and  
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     - Services : Under   import of services :  

      Service Tax     To be subsumed in  

             GST       

14. Tax on Export of Exempt/Zero-rated  No Change      

 Goods & Services                  

15. Tax  on  inter-State Exempt against Form F  To be taxable     

 Transfer of Goods                 

        

      

S.N. Particulars Present Taxation GST (Expected)   

 to Branch or Agent         

16. Tax on Transfer of Generally exempt; Might be taxable, unless  

 Goods to Branch or Depending   upon State BIN  of transferor and  

 Agent within States procedures  transferee is same    

17. Cross-Levy set-off Excise duty and Service tax No cross set-off between  

    : Cross set off allowed CGST and SGST    

18. Cascading Effect Allows tax credit between Allows seamless tax  

    Excise Duty & Service Tax, credit amongst Excise  

    but not with VAT  Duty, Service Tax &  

      VAT      

19. Non-Creditable Exists  Might exist     

 Goods           
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20. Credit  on Inputs Not allowed  Will not be allowed   

 used for Exempted         

 Activities          

21. Various   Exists  May  go  in  a  phased  

 Exemptions ς   manner      

 Excise Free Zone or         

 VAT Exemption         

         

22. Exemption for Exists  Might be taxable    

 transit Inter- State         

 Sale and High Seas         

 Sale           

23. Transactions  Exists under the CST Act Forms will be abolished 

 against Declaration         

 Forms           

24. Taxation on Govt. Partially taxed  Might not Change  

 and Non- Profit         

 Public Bodies         

25. Stamp Duty  Presently taxed Status not clear; If  

    concurrently by the Centre subsumed  under GST,  

    and State  big relief to real estate  

      industry : to claim input  

      tax      
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26. Tax Base   Comparatively, Narrow Wider      

         

         

S.N. Particulars  Present Taxation   GST (Expected)   

27. Excise Duty ς Rs. 1.5 crores   - Rs.10 lakhs to 20 lakhs   

 Threshold Limit    (Turnover of Rs. 1.5  

         crores  &  above  to  be  

         administer by Centre  

         and less  than  Rs.  1.5  

         crores to be administer  

         by States)     

28. VAT - Threshold Rs. 5 lakhs to 10 lakhs   Rs. 10 lakhs to Rs. 20 lakhs?  

 Limit              

29. Service  Tax - Rs. 10 lakhs   Rs. 10 lakhs to Rs. 20 lakhs?  

 Threshold Limit          

30. Classification of - Excise Duty : HSN;   HSN      

 Commodities  - VAT : None         

         

31. VAT/GST Regis- Simple TIN (some States :  PAN based BIN    

 tration Number  PAN based)         

32. Procedures  for CENVAT  &  Service Tax:  Will be uniform   

 Collection of Tax Uniform         

 and  Filing of VAT : Vary from State to        
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Conclusion : 

With the processes involved in the implementation of GST from the present position, in view of 

the authors, earliest date can be April 2016. However in spite of serious effort to implement as 

early as possible it gets postponed to April 2017, it would not be surprise.  

More important, from the businessman and consumer perspective, this change is going to have 

substantial impact on the business as well cost to consumers depending upon the structure of 

the business and location of business and consumer. Therefore it becomes essential to 

 Return    State         

33. Administration  Complex due to number of  Comparatively, simple 

      Taxes         

34. Use of Computer Just started by the States;  Extensive; It is need 
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restructure the business and location depending upon the assessment of implication of GST on 

each type of transactions.  

The impact analysis and planning for restructuring can be done only after the draft law is 

released.  

However as per the analysis of paper writer, depending of components of cost, in case of 

most of the services, the cost to final consumer is going to go up at least by 10%.  

 

Appendix 

Proposals in 122nd constitution amendment bill 2014 ς relating to Goods & Services Tax 

With an intention to remove cascading effect of taxes and provide for a common national 

market for goods and services 122nd constitution amendment bill 2014 was introduced in 

ǇŀǊƭƛŀƳŜƴǘ ōȅ IƻƴΩōƭŜ CƛƴŀƴŎŜ aƛƴƛǎǘŜǊ ƻŦ LƴŘƛŀΣ !ǊǳƴWŀƛǘŜƭȅ ƻƴ мфth December 2014. The 

proposals which are contained in the said bill are briefed as follows: 

30. This will be effective from the date to be notified by Central Government by notification 

in the official gazette. 

31. New Article 246A is proposed to inserted whereby ς 

a. Parliament has exclusive power to make laws with respect to GST where the supply of 

goods or services or both take place in the course of interstate trade or commerce. 

b. Subject to above, every state will have a powers to make laws with regard to GST 

imposed by Union or State. 

c. In respect of GST on the following products this provision will take effect from the date 

recommended by GST council. The products are  

i. Pertoleum Crude;  

ii. HSD;  

iii. Petrol;  

iv. natural gas and  

v. aviation turbine fuel  
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32. With the new article being proposed for GST, earlier introduced article 268A in 2003 is 

proposed to be deleted. 

33. The exclusive power for Union to make laws including imposing taxes on the matters 

other than List II & III is proposed to be subjected to the provisions contained in the new article 

246A. 

34. It is proposed that the council of states by resolution supported by not less than 2/3rd of 

the members present and voting can in public interest empower Parliament to make law 

(subject to conditions) with regard to GST or any other matter contained in state list. 

35. The method of Levy of Excise duty by Central Government but collection of duties by 

state government in respect of medicinal and toilet preparations containing alcohol is proposed 

to be removed. 

36. New article 269A is proposed wherein ς 

a. GST on supplies in the course of interstate commerce and trade shall be levied and 

collected by Central Government. 

b. Such tax shall be apportioned between the union and states in the manner as may be 

provided by parliament by law on the recommendation of GST council. 

c. The Supply of goods, or of services, or both in the course of import into India shall also 

be considered in the course of interstate trade or commerce.  

d. The Parliament will formulate the principles for determining the place of supply and 

when supply of goods, or of services, or both is said to have happen in the course of interstate 

trade or commerce.  

37. The existing provisions for levy and collection of CST on interstate sale or purchase 

including consignment of goods would be subjected to above new proposed Article 269A.   

38. Article 270 dealing with taxes levied and distribution between union and states is 

proposed to be amended to facilitate special distribution of GST relating to interstate trade or 

commerce and later to apply the general distribution mechanism.  

39. The present power of Parliament to increase duties or taxes by way of surcharge and to 

take it only to consolidated fund of India is proposed to be restricted as far as GST is concerned, 
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whereby no such increase by way of surcharge can be imposed on GST to go to only 

consolidated fund of India. 

40. New Article 279A is proposed whereby President shall constitute within 60 days from 

the enactment of 122nd Constitution Amendment Act, 2014, a GST council. 

41. The GST Council will consist of ς 

a. The Union Finance Minister  As chairperson 

b. The chosen State Ministers/nominees of states As Vice-Chairperson 

c. The Union Minister of State in charge of revenue 

or Finance  

As Member 

 

d. The Minster in charge of Finance or Taxation of 

any other Minister nominated by each state 

Government  

As Members 

 

42. GST shall make recommendations to the Union and States on ς 

a. The taxes, cesses and surcharges levied by the Union, the states and the local bodies 

which may be subsumed in the GST 

b. The goods and services that may be subjected to, or exempted from the goods and 

service tax; 

c. Model GST Laws, principles of levy, apportionment of IGST and principles that govern 

the place of supply; 

d. The threshold limit of turnover below which goods and services may be exempted from 

GST; 

e. The rates including floor rates with bands of GST; 

f. Any special rate or rates for a specified period, to raise additional resources during any 

natural calamity or disaster; 
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g. Special provision with respect to the States of Arunachal Pradesh, Assam, Jammu and 

Kashmir, Manipur, Meghalaya, Mizoram, Nagaland, Sikkim, Tripura, Himachal Pradesh and 

Uttarakhand; and 

h. Any other matter relating to the goods and service tax, as the GST Council may decide. 

43. GST Council shall also make recommendation as to date on which GST be levied on 

petroleum crude, HSD, Petrol, natural gas and aviation turbine fuel. 

44. GST Council shall be guided by the need for a harmonized structure of GST and for the 

development of a Hormonised national market for goods and services.  

45. Every decision in the GST council shall be taken at the meeting by a majority of not less 

than 3/4th of weighted votes of the members present and voting. The mechanism of computing 

3/4th of weighted votes is set out therein, essentially giving 1/3rd voting power to Union. 

46. State would not have power to levy tax on supply of goods, or of service, or both where 

supply takes place  

a. outside the state; or 

b. in the course of the import of goods, or of service, or both into India, or export of goods, 

or of service, or both out of territory of India.  

47. GST is proposed to be defined in Article 366 (12A) as any tax on supply of goods, or 

services or both except taxes on supply of the alcoholic liquor for human consumption. 

48. Further services are proposed to be defined in Article 366(26A) as anything other than 

goods. 

49. Power of local bodies to Levy certain taxes is proposed to be added with Taxes on 

entertainment and amusements. 

50. The power of levy of Central Excise duty is proposed to be confined to  

a. Petroleum crude 

b. HSD 

c. Petrol 

d. Natural Gases 

e. Aviation Turbine fuel 
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f. Tobacco and Tobacco products 

51. Tax on sale or purchase of news paper and advertisement published therein which is in 

Union list entry 92 is proposed to be omitted. 

52. Entry 92C ς Taxes on services is proposed to be omitted. 

53. In State list Entry 52 dealing with power to levy entry tax is proposed to be omitted. 

54. In state list Entry 54 is now restricted to levy tax on sale of following products other 

than interstate trade or commerce or import or exports- 

a. Petroleum crude 

b. HSD 

c. Petrol 

d. Natural Gases 

e. Aviation Turbine fuel 

f. Alcoholic liquor for human consumption. 

55. Power of state to levy tax on advertisement other than in news papers and 

advertisements broadcast by radio or television is proposed to be omitted.  

56. Power of state to levy Taxes on luxuries, including taxes on entertainments, 

amusements, betting and gambling is now proposed to be confined to only to taxes on 

entertainments and amusements to the extent levied and collected by a panchayat or 

municipality or a Regional Council or a District Council. 

57. Though GST is proposed, it is proposed to have a continuity in levying additional 1% tax 

on supply of goods in the course of interstate trade or commerce for two years or further 

period as may be recommended by GST council. This additional tax will be assigned to states. 

Further the 122nd Constitution Amendment Act, 2014 also empowers parliament for enacting 

law setting out the principles for determining the place of origin from where the supply of 

goods take place in the course of interstate trade or commerce. 

58. Parliament to enact a law on recommendation by GST Council to compensate the states 

for loss of revenue incurred due to implement GST upto 5 years. 
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1) Short title, extent and commencement. ς (1) These rules may be called teh Place of 

Supply of Goods and Services Rules, XXXXX. 

2) They shall come into force on XXXXX. 

1A. Definitions: 

(I) άƭƻŎŀǘƛƻƴ ƻŦ ǘƘŜ ǎŜǊǾƛŎŜ ǇǊƻǾƛŘŜǊέ means- 

(a) Where the service provider has obtained a single registration on a State, whether 

centralized or otherwise, the premises for which such registration has been obtained; 

(b) Where the service provider is not covered under sub-clause (a); 

(i) The location of his business establishment; or 

(ii) Where the services are provided from a place other than the business establishment, 

that is to say, a fixed establishment elsewhere, the location of such establishment; or 

Explanation: The fixed establishment elsewhere should have been added as a branch of the 

main business establishment if it is located in the same state, else it should be registered in the 

state in which it is located. 

(iii) Where services are provided from more than one establishment, whether business or 

fixed, the establishment most directly concerned with the provision of the service; and 

Explanation: If all business establishments are located in the same state, then registration 

number should be one and same- one would be principal place while others may be branches / 

additional place of business. If other business establishments are located in other states, then 

these establishments have to be registered in those states. 

(iv) In the absence of such places, the usual place of residence of the service provider. 

(II) άƭƻŎŀǘƛƻƴ ƻŦ ǘƘŜ ǎŜǊǾƛŎŜ ǊŜŎŜƛǾŜǊέ means:- 

(a) Where the recipient of service has obtained a single registration in a State, whether 

centralized or otherwise, the premises for which such registration has been obtained; 

(b) Where the recipient of service is not covered under sub-clause (a); 

(i) The location of his business establishment; or 
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(ii) Where services are used at a place other than the business establishment, that is to say, 

a fixed establishment elsewhere, the location of such establishment; or 

Explanation: The fixed establishment elsewhere should have been added as a branch of the 

main business establishment if it is located in the same state otherwise it should be registered 

in the state in which it is located. 

(iii) Where services are used at more than one establishment, whether business or fixed, the 

establishment most directly concerned with the use of the service. 

Explanation: If all business establishments are located in the same state, then registration 

number should be same ς one may be principal place while others may be branches / additional 

place of business. If other business establishments are located in other states, then these 

establishments have to be registered in those states and services provided need to be 

apportioned accordingly. 

(iv) In the absence of such places, the usual place of residence of the recipient of service. 

Explanation:-. ά¦ǎǳŀƭ ǇƭŀŎŜ ƻŦ ǊŜǎƛŘŜƴŎŜέ ƛƴ ŎŀǎŜ ƻŦ ŀ ōƻŘȅ ŎƻǊǇƻǊŀǘŜ ƳŜŀƴǎ ǘƘŜ ǇƭŀŎŜ ǿƘŜǊŜ ƛǘ 

is incorporated or otherwise legally constituted. 

(III) ΨtǳōƭƛŎ ŀǳǘƘƻǊƛǘȅΩ means any authority or body or institution of self-government 

established or constituted- 

(a) By or under the Constitution; 

(b) By any other law made by Parliament; 

(c) By any other law made by State Legislature; 

(d) By notification issued or order made by the appropriate Government, and includes any- 

(i) Body owned, controlled or substantially financed; or 

(ii) Non-Government organization substantially financed, directly or indirectly by funds 

provided by the appropriate Government. 

Explanation:- Ψ{ǘŀǘŜΩ ǎƘŀƭƭ ƛƴŎƭǳŘŜ ¦ƴƛƻƴ ¢ŜǊǊƛǘƻǊȅ ŀƴŘ ŀǳǘƘƻǊƛǘƛŜǎ ōƻŘƛŜǎ ƻǊ ƛƴǎǘƛǘǳǘƛƻƴǎ 

thereunder. 
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2. Place of Supply of Services to a registered person or public authority: The place of 

supply in respect of services supplied to a registered person or public authority be treated as 

the state in which the service recipient is located; 

Explanation: The supply of services that are,- 

(i) Acquired for non-business purposes or for private consumption; 

(ii) Acquired for use in relation to non-taxable supplies notified in this regard; shall also be 

covered by this rule. 

 

3. Place of supply of services to a non-registered person: 

(1) General Rule: Subject to the subsequent rules the place of supply of a service shall, in 

respect of services supplied to a non-registered person, be treated as the state in which the 

service provider is located. 

Provided that in case of a supply under a single bill amount exceeding the prescribed 

thereshold, the place of supply of service would be the location of the recipient (accordingly, in 

such a case tax shall be transferred to the State where the service recipient is located). 

Explanation: The location of service recipient shall be determined by the address declared by 

the non-registered person to the registered service provider. 

(Remark- The service recipient has little incentive to declare a wrong address.) 

(2) Services having nexus to immovable property: The place of supply of services shall in 

respect of services supplied,- 

(i) Directly in relation to an immovable property, including services provided in this regard by 

architects, interior decorators, surveyor, engineer, other related experts or estate agents or any 

service provided by way of grant of rights to use immovable property or for carrying out or co-

ordination of construction work; or  

(ii) by way of hotel accommodation by a hotel, inn, guest house, club or campsite, by whatever 

name called, shall be treated as the state in which the immovable property is located or 

intended to be located. 
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Provided, if the immovable property is located in more than one state the supply of service 

shall be treated as made in the each of the states in proportion to the share of such property in 

the respective states. 

(3) Performance based services: The Place of supply of following services shall be treated 

as the state where the services are actually performed, namely:- 

(a) Services provided in respect of goods where physically availability of goods is necessary 

to provide the service. 

(b) Services for supply of which the physical presence of the person consuming such service 

is necessary. 

(c) Restaurant and catering services. 

(4) Services relating to events: The place of supply of services provided by way of  

(a) Admission to a cultural, artistic, sporting, scientific, educational, or entertainment event 

or amusement park or any other place, or  

(b) Organization of a cultural, artistic, sporting, scientific, educational, or entertainment 

event, including the supply of service in relation to a conference, fair, exhibition, celebration, or 

similar events, or 

(c) Services ancillary to such admission or organization, or 

(d) Assigning of sponsorship of the event, conference, fair, exhibition, celebration or similar 

events shall be the state where the event is actually held or the place is located as the case may 

be. 

 

Provided that if the event is held in more than one state, and a consolidated amount is charged 

for such services, the place of supply of service shall be treated as made in the each of the 

states in a proportion in which the service is so provided that is determined in terms of the 

contract / agreement entered into. 

(5) Services of hiring of tangibles: The place of supply of service by way of hiring or leasing 

of tangible shall be the state in which such goods are effectively used and enjoyed by the 

service recipient. 
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(6) Service by way of rights to use the intangible property: The place of supply of service 

by way of right to use the intangible property, excluding the right to use of information 

technology software, shall be the state in respect of which such rights are assigned for use. 

Provided if such rights are assigned for use in more than one state the place of supply of service 

shall be each of the states in proportion to the amount charged for assigning rights for use in 

the respective states so assigned as may be determined in terms of the contract/ agreement 

entered into. 

Provided that if such rights are not segregated for the respective states the value of right to use 

assigned in respect of respective state may be determined by the service provider on 

reasonable consideration. 

 

(7) Goods transportation services: 

The place of supply of services by way of transportation of goods, including by mail or courier, 

shall be the state in which such goods are handed over for their transportation. 

 

(8) Passenger transportation service: 

(i) The place of supply of passenger transportation service shall be the place where the 

passenger embarks on the conveyance for a continuous journey. 

Provided that in case of international travel the place of supply of service shall be the usual 

place of residence of service receiver (address as furnished to the airlines through passport etc). 

(ii) For the purposes of this sub-rule, the return journey shall be treated as separate journey 

even if the right to passage for onward and return journey is issued at the same time. 

Provided that nothing contained in this rule shall apply if the right to passage is given for future 

use and where the point of embarkation is not known at the time of issue of right to passage. 

 

(9) Services provided on board a conveyance: The place of supply of services on board a 

conveyance during the course of a passenger transport operation, including services intended 
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to be wholly or substantially consumed while on board, shall be the State of the first scheduled 

point of departure of that conveyance for the journey. 

 

(10) Place of supply of telecom services: The place of supply of telecom service shall be 

(i) In case of service by way of fixed telecom line, leased circuits, internet leased circuit 

shall be the state where the fixed line is made available to the user; 

(ii) In case of mobile connection for telecom and internet service provided on postpaid 

basis, the place of supply shall be the State in which billing address for such service is located; 

(iii) In case where such service is provided on pre-paid basis through a pre-paid 

voucher the place of supply of service shall be the state where such vouchers are sold. 

Provided that if such pre-paid services are availed or extended through internet banking 

recharge, then address of user of services, as ascertainable from address given at time of 

obtaining connection, shall be the basis of supply of the services. 

(11) Place of cable service/DTH: The place of supply of service by way of cable connection 

and direct to home connection service shall be the state where such connection is made 

available to the service recipient for effective use and enjoyment. 

Provided that where such service is provided on pre-paid basis through a pre-paid voucher the 

place of supply of service shall be the state where such vouchers are sold. 

Provided that if such pre-paid services are availed or extended through a pre-paid voucher the 

place of supply of service shall be the state where such vouchers sold. 

Provided that if such pre-paid services are availed or extended through internet banking 

recharge, then address of user of services, as ascertainable from address given at time of 

obtaining connection, shall be the basis of supply of the services. 

 

(12) Place of supply of advertisement service: The place of supply of advertisement service, 

if the advertisement is meant for dissemination/broadcast in more than one state, shall be 

treated as each of the state in which such advertisement is disseminated / broadcasted in 
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proportion to amount attributable to service provided by way of dissemination/broadcasting in 

the respective states. 

(13) Place of supply of service of an agent: The place of supply of agency service shall be 

treated as the state in which such agency services are effectively used and enjoyed. 

(14) Place of supply of specified legal services: The place of supply of legal service, by way of 

representation of client, shall be treated as the state in which the litigation is going on. 

4. Place of supply of goods where goods are removed: 

(1) Where the goods on their removal are supplied to a registered person or public 

authority, the place of supply of goods shall be treated as the state where the registered person 

or public authority is located; 

(2) Where the goods on their removal are supplied to a non-registered person or to a 

registered person for private consumption, the place of supply in respect of goods be treated as 

the State where the goods are located at the time when dispatch or transport of the goods to 

the customer begins. 

Provided that in case of a supply under a single bill for amount exceeding the prescribed 

threshold, the tax shall be transferred to the State where the non-registered person is located. 

 

5. Place of supply of goods where goods are not removed: Where goods are not removed, 

the place of supply in respect of goods be treated as the State where the goods are located at 

the time when the supply takes place. 

 

6. Place of supply of goods installed: Where the goods are installed at site, the place of 

supply in respect of goods be treated as the State in which installation has actually taken place. 

 

7. Place of supply of goods in case of distance sale: Not withstanding anything contained 

in rule 4, the place of supply of goods be treated as the State where the goods are located 

when the dispatch or transport to the customer ends. 
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Explanation: Distance Sale means sale of goods through website or telemarketing or such other 

means. 

8. Place of Supply of goods on board a vessel, aircraft or train: Where goods are supplied 

on board a vessel, aircraft or train during travel within India, the place of supply of goods be 

treated as the State where the goods are taken on board. 

9. Place of supply of electricity or gas: 

(1) Where gas or electricity is supplied to a registered person, the place of supply of 

electricity or gas be treated as the State where the registered person is located. 

(2) Where gas or electricity is supplied to a customer/non registered person for use and 

consumption, the place of supply of electricity or gas be treated as the State where the gas or 

electricity is effectively used and consumed. 

 

For further queries, mail to rajesh@hiregange.com. 

mailto:rajesh@hiregange.com
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VAT / CST provisions relevant to proposed GST 

- CA Hanish Jain 

 

The Goods and Services Tax (GST) is a comprehensive value added tax (VAT) on the supply of 

goods or services. France was the first country to introduce this value added tax system in 1954 

devised by a public servant. In India, due to non consensus between central and state 

government, the proposal is to introduce a Dual GST regime i.e. Central and State GST. 

 

The introduction of Goods and Services Tax would be a very significant step in the field of 

indirect tax reforms in India. By amalgamating a large number of Central and State taxes into a 

single tax, it would mitigate cascading or double taxation in a major way and pave the way for a 

common national market.  

 

From the consumer point of view, the biggest advantage would be in terms of a reduction in 

the overall tax burden on goods, which is currently estimated at 25%-30%. Introduction of GST 

would also make our products competitive in the domestic and international markets. Studies 

show that this would instantly spur economic growth.  Last but not the least, this tax, because 

of its transparent character, would be easier to administer. 

 

Salient Features of GST 

 

1. GST would be applicable on supply of goods or services as against the present concept 

of tax on the manufacture or on sale of goods or on provision of services.  

 

2. GST would be a destination based tax as against the present concept of origin based tax.  

 

3. It would be a dual GST with the Centre and the States simultaneously levying it on a 

common base. 
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4. The GST to be levied by the Centre would be called Central GST (CGST) and that to be  

5. levied by the States would be called State GST (SGST). 

 

6. CGST and SGST would be levied at rates to be mutually agreed upon by the Centre and 

the States.  

 

7. GST would replace the following taxes currently levied and collected by the Centre:  

a. Central Excise duty 

b. Duties of Excise (Medicinal and Toilet Preparations) 

c. Additional Duties of Excise (Goods of Special Importance) 

d. Additional Duties of Excise (Textiles and Textile Products) 

e. Additional Duties of Customs (commonly known as CVD) 

f. Special Additional Duty of Customs (SAD) 

g. Service Tax 

h. Cesses and surcharges 

 

8. State taxes that would be subsumed within the GST are: 

a. State VAT 

b. Central Sales Tax 

c. Luxury Tax 

d. Entry Tax (other than those in lieu of octroi) 

e. Entertainment Tax (not levied by the local bodies) 

f. Taxes on advertisements 

g. Taxes on lotteries, betting and gambling 

h. State cesses and surcharges insofar as they relate to supply of goods or services 
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9. Credit of CGST paid on inputs may be used only for paying CGST on the output and the 

credit of SGST paid on inputs may be used only for paying SGST. In other words, the two 

streams of input tax credit cannot be mixed except in specified circumstances of inter-

State sales. 

 

10. GST would apply to all goods and services barring a few to be specified. 

 

11. Tobacco and tobacco products would be subject to GST. In addition, the Centre could 

continue to levy Central Excise duty and the States to levy sales tax/ VAT. 

 

12. A common threshold exemption would apply to both CGST and SGST.  Dealers with a 

turnover below it would be exempt from tax. A compounding option (i.e.to pay tax at a 

flat rate without credits) would be available to small dealers below a certain threshold.  

The threshold exemption and compounding provision would be optional.  

 

13. The list of exempted goods and services would be kept to a minimum and it would be 

harmonized for the Centre and the States as far as possible. 

 

14. Exports would be zero-rated. 

 

15. An Integrated GST (IGST) would be levied on inter-State supply of goods or services. This 

would be collected by the Centre so that the credit chain is not disrupted. Accounts 

would be settled periodically between the Centre and the State to ensure that the SGST 

used for payment of IGST is transferred to the Destination State where the goods or 

services are eventually consumed. 

 

16. Import of goods or services would be treated as inter-State supplies and therefore, 

would be subject to IGST in addition to the applicable customs duties. 
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17. The laws, regulations and procedures for levy and collection of CGST and SGST would be 

harmonized to the extent possible. 

 

GST in India 

 

Dual GST: - Many countries in the world have a single unified GST system i.e. a single tax 

applicable throughout the country. However, in federal countries like Brazil and Canada, a dual 

GST system is prevalent whereby GST is levied by both the federal and state or provincial 

governments. In India, a dual GST is proposed whereby a Central Goods and Services Tax (CGST) 

and a State Goods and Services Tax (SGST) will be levied on the taxable value of every 

transaction of supply of goods and services and interstate transactions / transactions in the 

course of import would be subject to Integrated Goods and Service Tax (IGST). 

 

Impact on Prices of Goods and Services:- The GST is expected to foster increased efficiencies in 

the economic system thereby lowering the cost of supply of goods and services. Further, in the 

Indian context, there is an expectation that the aggregate incidence of the dual GST will be 

lower than the present incidence of the multiple indirect taxes in force.  Consequently, the 

implementation of the GST is expected to bring about, if not in the near term but in the 

medium to long term, a reduction in the prices of goods and services. The expectation is that 

the dealers would start passing on the benefit of the reduced tax incidence to the customers by 

way of reduced prices. As regards services, it could be that their short term prices would go up 

given the expectation of an increase in the tax rate from the present 10% to approximately 14% 

to 16%. 

 

Benefits of Dual GST: ς The Dual GST is expected to be a simple and transparent tax with one or 

two CGST and SGST rates. The dual GST is expected to result in:- 

ω      Reduction in the number of taxes at the Central and State level 
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ω      Decrease in effective tax rate for many goods 

ω      Removal of the current cascading effect of taxes 

ω      Reduction of transaction costs of the taxpayers through simplified tax compliance 

ω      increased tax collections due to wider tax base and better compliance 

 

Who would be impacted: All businesses, whether engaged in sales / supply of goods or supply 

of services, would be impacted by GST. The impact would be on supply chains, ERP, product 

pricing, dealer margins etc. 

 

Taxable event: - The ά¢ŀȄŀōƭŜ ŜǾŜƴǘέ ǿƛƭƭ ōŜ ǘƘŜ ǎǳǇǇƭȅ ƻŦ ƎƻƻŘǎ ŀƴŘ ǎŜǊǾƛŎŜǎΦ   IŜƴŎŜΣ ǘƘŜ 

ŎǳǊǊŜƴǘ ǘŀȄŀōƭŜ ŜǾŜƴǘǎ ǎǳŎƘ ŀǎ ΨƳŀƴǳŦŀŎǘǳǊŜ ƻŦ ƎƻƻŘǎΩΣ ΨǎŀƭŜ ƻŦ ƎƻƻŘǎΩ  ŀƴŘ Ψ ǊŜƴŘƛǘƛƻƴ ƻŦ 

ǎŜǊǾƛŎŜǎΩ  will not be relevant under the GST regime.  

 

Applicability of both CGST and the SGST on all transactions: -  A transaction of 

ΨǎǳǇǇƭȅ  of  ƎƻƻŘǎΩ will attract both the CGST & SGST as applicable on goods. {ƛƳƛƭŀǊƭȅΣ ŀ Ψsupply 

ƻŦ ǎŜǊǾƛŎŜΩ will attract both the CGST & SGST as applicable on services. 

 

GST collection model:- GST is collected on the value added at each stage of sale or purchase in 

the supply chain. The tax on value addition is ensured through a tax credit mechanism 

throughout the supply chain. GST paid on the procurement of goods and services is available 

for set-off against the GST payable on the supply of goods or services. The idea is that the final 

consumer will bear the GST charged to him by the last person in the supply chain. It is thus a 

consumption based indirect tax.  

Applicability of taxes on imports of goods:- It must be understood that customs duties will 

remain outside the GST regime. Thus, the applicable basic customs duty will continue to be 

leviable on import of goods. In addition, IGST is expected to be levied on imports of goods. 

Thus, the additional duty of customs in lieu of excise (CVD) and the additional duty of customs 

in lieu of sales tax / VAT will both be subsumed in the import GST.  
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Separate enactments for the Central and State GST:-There will be separate enactments. The 

CGST will be a common code throughout India. Further, each State will legislate its own 

enactment to levy and collect the SGST. However, it is understood that a white paper will be 

released by the Federal Government/Empowered Committee of State Finance Ministers based 

on which each State will legislate. The expectation is therefore is that a majority of the 

provisions will be uniform across the States.  

 

Expected aggregate rate of GST:-The aggregate rate of GST, across the Central and State GST, is 

expected to be approximately 27%. This is currently the subject matter of discussion within the 

Empowered Committee. 

 

Carry forward of  Input Tax Credits (ITC) and CENVAT Credit (CC) balances:-Going by the 

precedence at the time of VAT implementation, it is believed that the accumulated ITC and CC 

will both be allowed to be carried forward under the GST regime, albeit upon fulfillment of 

prescribed conditions, if any. 

 

Refund of  un-utilized CC on inputs and input services :-It is envisaged that under the proposed 

Dual GST model there would be refund of unutilized accumulated CCs at the end of each fiscal 

year and that refunds would not be restricted only to those relating to exports. 

 

Cross utilization of credits between goods and services:- Under the GST regime, the incidence of 

tax will be on supplies, be it supplies of goods or services. The taxes will be levied in parallel by 

the Centre and the States who will levy the CGST and SGST respectively on each supply of 

goods/services. Accordingly, the cross utilization of credits for goods and services would be 

allowed subject to the fact that cross utilization of credits between the CGST and SGST would 

not be permissible. 
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Threshold limits for levy of GST:-No threshold limits have been prescribed as yet. However, it 

has been indicated that the thresholds will be uniform and will be based on the cumulative 

turnover of goods and services. Dealers with turnover below these thresholds will not be 

covered under the ambit of the GST. 

 

Exemptions from GST, lists of exempted goods and exempted services:- Under the GST, 

exemptions are expected to be minimal. Further, a common list of exemptions for both the 

Central and State GST with little flexibility for States to deviate there from is envisaged. 

 

Taxation of Inter-State sale transactions: Presently, inter-State sales are subject to Central Sales 

Tax (CST), which is origin based. However, the GST regime would work under a destination / 

consumption based concept and hence the tax on inter- State sale transactions will accrue to 

the destination State.  

 

Treatment of stock transfers:-The taxable event will be the supply of goods and therefore the 

stock transfers could be taxed. However, certainty will only emerge once the GST law is 

finalized. 

 

Taxation of  inter State supply of services :- Detailed place of supply rules will be framed for 

such transactions. Taxation of such supplies will however continue to pose a challenge. 

Practices currently being followed in the European Union, Canada and Brazil are being studied. 

Policymakers are also looking at different options of taxing inter State supplies of services 

based on whether they are Business to Business (B2B) or Business to Customer (B2C) 

 

Fresh registrations and registration of existing VAT and Service tax dealers :- The position in this 

regard is not clear at present. However, the rules are expected to be assessee- friendly in this 

regard with appropriate soft-landing provisions for the transition phase. 
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Single return or multiple returns:-It is expected that a single return will be required to be 

prepared by the assessee and copies filed with the Central GST and State GST authorities. The 

draft GST laws / Rules will provide further details. 

 

Relevancy of concepts / principles surrounding manufacture, MRP based valuation, 

works contracts etc under the GST:- As GST is on all economic value addition involving all 

supplies of goods and services, the above concepts / principles could lose relevance under the 

GST. 

Refunds on exports: In view of the Government policy that no taxes should be exported, refund 

of GST paid on inputs should be available in case of exports of goods and services, which will 

both be zero rated. 

 

Uniformity in classification of goods, procedures, forms etc. across the States:- Based on the 

current discussions in the Empowered Committee, it is expected that there should be 

uniformity in classification of goods, procedures and forms across States. 

 

 

 

 


