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Preface

GST law is the single most important structural tax reform in India since independence. This
indirect tax reform took almost seventeen years to come to the rule book.

Debates and discussions all over the country took place for years and still taking place for
its implementation and on its impact. Majority are of the view that the introduction of GST in
India will lead to simplification of the tax structure, tax incidence, tax computation and
compliance. It will also help in expanding the tax net as well as tax base and increase the
revenue to the ex-chequer. In the short-run, though the business operations particularly in
MSME sector will be to some extent adversely affected, it will be of much help in the long-run in
reducing the cascading effect and removing the complexity of pre-GST indirect taxes.

This book deals with the various concepts and mechanism of GST law. The new topic
naturally motivated us to write this book. Various doubts and changes during the
implementation stage compelled us to make frequent changes and this book covers not only the
basic concept on CGST, IGST, UGST and SGST, but also the changes that took place and the major
decisions taken till 24th GST Council Meeting. The book is written in simple language and will
help the students and teachers from undergraduate to postgraduate classes as well as the
professional students of MBA, MBA (FM), ICAI, ICWAI, ICSI, etc. The book also contains simple
illustrations for better understanding of the concepts.

We are thankful to Dr. Krushna Priya Nayak (wife of Prof. Anil Swain ), Mrs. Asha Agrawal
(Wife of CA Gopal Agrawal) and my colleagues and friends in different universities, colleges
throughout the country and professional institutions ICAI, ICWAI, ICSI for their encouragements
and suggestions. We are also thankful to Mr. Niraj Pandey, Mr. Bijoy Ojha and their team of
Himalaya Publishing House Pvt. Ltd. who have brought out this book on time.

Suggestions, reviews and critical analysis are welcome from the readers for further
improvement in the book.

Authors
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Introduction to Goods and
Services Tax (GST)

 INTRODUCTION
Taxes in India are levied by the Central Government and the state governments. Some minor

taxes are also levied by the local authorities such as the Municipality. Constitution is the foundation
and source of powers to legislate all laws in India. The authority to levy a tax is derived from the
Constitution of India which allocates the power to levy various taxes between the Central and the State.
An important restriction on this power is Article 265 of the Constitution which states that “No tax
shall be levied or collected except by the authority of law”. Therefore, each tax levied or collected has
to be backed by an accompanying law, passed either by the Parliament or the State Legislature.

Constitutional Provisions Regarding Taxation in India
Article 246 of the Indian Constitution, distributes legislative powers including taxation, between

the Parliament of India and the State Legislature. Schedule VII enumerates these subject matters with
the use of three lists:

List - I entailing the areas on which only the parliament is competent to make laws, List - II
entailing the areas on which only the state legislature can make laws, and List - III listing the areas on
which both the Parliament and the State Legislature can make laws upon concurrently.

Any tax levied by the government which is not backed by law or is beyond the powers of the
legislating authority may be struck down as unconstitutional. There are also certain restrictions which
have been imposed in our Constitution on the powers of State Governments and Union Government.
So far indirect tax especially the tax on sale and purchase of goods is concerned certain restrictions
imposed in Constitution are provided here below:

Article 286(1) – State Government cannot impose tax on sale or purchase during imports or
exports; or tax on sale outside the State.

Article 286(2) – Parliament is authorized to formulate principles for determining when a sale or
purchase takes place (a) outside the State (b) in the course of import or export
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Article 301- Trade, commerce and inter -course throughout the territory of India shall be free,
subject to provisions of Article 302 to 304 of Constitution.

Article 302 – Restriction on trade or commerce can be placed by Parliament in the public interest.
Article 303(1), 303(2) – No discrimination can be made between one State and another or give

preference to one State over another. Such discrimination or preference can be made only by
Parliament by law to deal with situation arising from scarcity of the goods.

Article 304 – State can impose tax on goods imported from other States or Union territories, but a
State cannot discriminate between goods manufactured in the State and goods brought from other
States.

Proviso to article 304 provides that State legislature can impose reasonable restrictions on
freedom of trade and commerce within the state in public interest. However, such bill cannot be
introduced in State Legislature without previous sanction of the President.

Pre-GST Indirect Taxation Structure in India
Over the last 66 years of the Indian republic, the Centre and the states have remained good fiscal

neighbours. This is because the Constitution allotted mutually exclusive tax bases to each. The
structure of indirect taxation in India can be divided into Central levies, State & Local levies.

 Central levies mainly comprise of Excise Duty, Custom Duty, Central Sales Tax & Service
Tax.

 State levies mainly comprise of VAT, CST, State excise on alcohol and other levies like
Entry Tax, Entertainment Tax, Luxury Tax, etc.

 Local Bodies levies mainly comprise of Property Tax, Octroi and Marketing Fee.

A well developed tax structure with a three-tier federal structure, comprising the following:
The main taxes/duties that Union Government is
levy are as follows:

Union
Government

State
Governments

Tax levied by
Union

Government

Tax on
Markets

Income Tax

Customs Duties

Central Excise

Sales Tax

Service Tax

Octroi

Local
Bodies

Properties

Urban/Rural Local
Bodies

Sales
Tax

Stamp
Duty

State
Excise

Land
Revenue

Tax on
Profession
& Callings

State
Government

Duty on
Entertainment
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GST: An Introduction
It is a destination based tax on consumption of goods and services. It is proposed to be levied at

all stages right from manufacture up to final consumption with credit of taxes paid at previous stages
available as setoff. In a nutshell, only value addition will be taxed and burden of tax is to be borne by
the final consumer.

France was the first country to implement GST to reduce tax- evasion. Since then, more than 140
countries have implemented GST with some countries having Dual-GST (e.g. Brazil, Canada etc.)
model. India has chosen the Canadian model of dual GST.

Need for GST in India
(A) To overcome the Shortcomings of Pre-GST Indirect Regime: Following are the major

shortcoming of Pre-GST regime:
1. Cascading Effect : Pre-GST system of multiple levies distributed between Centre and

States resulted into cascading (i.e. tax on tax) effect. For instance, no credit of State
VAT was allowed against Central Tax. CST credit paid in the originating State was
also not allowed in the receiving State. This resulted in the increase in the overall
burden of tax in the hands of end customer and created distortion in the market.

2. Exemptions & Concessions : Under the Pre-GST system, businesses enjoyed many
kinds of exemptions & concessions under different levies which broke the chain of
VAT and thus created distortion. Also these kinds of benefits did not create a level
playing field especially when the same commodity was taxed at different rates in
different jurisdictions.

3. Lack of Transparency: Under excise & service tax law, there was no mechanism to
cross verify the claim of CENVAT credit made by the manufacturer/service provider.
Even under State VAT laws, all the States in India did not have the mechanism to cross
verify the credits.

4. Lack of uniformity in provisions and rates: The Pre-GST VAT structure across the
States lacked uniformity which was not restricted only to the rates of tax but also the
credit provisions as well as procedures.

5. Multiple points of Taxation: Under the Pre-GST system there were multiple points of
taxation. Excise was levied when goods manufactured were cleared from the factory
premises irrespective of the fact that the clearance was on account of sale or otherwise.
State VAT was levied on sale of goods. Entry tax was levied on entry of goods in a
particular State.

6. Complexity in determining the nature of transaction – Goods vs. Service: The
distinction between goods and services found in the Indian Constitution became more
complex. Today, good and service are being packaged as composite bundles and
offered for sale to customers under a variety of supply-chain arrangements. Under the
Pre-GST division of taxation powers in the Constitution, neither the Centre nor the
States could apply the tax to such bundles in a seamless manner. Each Government
could tax only parts of the bundle, creating overlaps in taxation.
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7. Narrow Tax Base : Due to different thresholds under different laws as well as
numerous exemptions and concessions, the Pre-GST tax base under indirect tax was
narrow as compared to other countries.

8. Multiple administrations : Under the Pre-GST system, businessmen were required to
visit different tax offices according to the applicable laws to his business. These
increased the compliance cost of businesses and resulted in unnecessary complexity.

(B) To improve tax compliances: The GST is being introduced not only to get rid of the Pre-
GST patchwork of indirect taxes that are partial and suffer from infirmities, mainly
exemptions and multiple rates, but also to improve tax compliances.

(C) International Adaptability: The spread of GST in different countries has been one of the
most important developments in taxation over the last six decades.

(D) Transparency and Revenue Buoyancy: Owing to its capacity to raise revenue in the most
transparent and neutral manner, more than 150 countries have adopted the GST.

(E) Preferred Global Standard: With the increase of international trade in services, the GST
has become a preferred global standard. All OECD countries, except the US, follow this
taxation structure.

Overview and Genesis of GST in India
One nation, one tax, one rate will be the new Identity of India. Goods and Service tax (GST) in

India is hyped as the single largest tax reform since independence. It is estimated to boost GDP by 1.5
to 2%. The benefits of simplified compliance, technological backing and uniform process all over will
contribute significantly the ‘Ease of doing Business’ while also bringing-in tax compliance and
transparency. The Pre-GST taxation system in effect is very complex with more than ten repetitive
indirect taxes. In this taxation system neither manufacturers, nor ultimate consumers are benefitted.
All the gains are pocketed by middle man.

The arrival of GST would be a significant step in the field of indirect tax reform in India. By
combining the large number of Central and State Taxes into a single tax and allowing set-off of prior-
stage taxes, it would mitigate the ill effects of cascading. It will pave the way for a common national
market. For the consumers, the biggest gain would be in terms of reduction in the overall tax burden
on goods, which is currently estimated at 25%-30%. Introduction of GST would also make products
competitive in the domestic and international markets. The chances are that it would instantly spur
economic growth. There may also be revenue gain for the Centre and the States due to widening of tax
base, increase in trade volumes and improved tax compliance. Last but not the least, this tax, because
of its transparent character, would be easier to administer.

With the advent of Goods and Service tax (GST) in India from July 1st 2017, the biggest and
most impactful change in Indian indirect taxation has taken place. The GST will replace the Pre-GST
indirect taxes on consumption and Shall apply on both goods and services. For goods, it will be levied
destination based, whereas for services, it will be levied consumption based.

The idea of moving towards the GST was first mooted in the Budget for 2006-07. The
Empowered Committee of State Finance Ministers (EC) which had formulated the design of State
VAT was requested to come up with a roadmap and structure for the GST. Joint Working Groups of
officials having representation of the States as well as the Centre were set up to examine various
aspects of the GST and draw up reports specifically on exemptions and thresholds, taxation of services
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and taxation of inter-State supplies. Based on discussions within and between it and the Central
Government, the Empowered Committee released its First Discussion Paper on the GST in November,
2009. This spells out the features of the proposed GST and has formed the basis for discussion
between the Centre and the States.

GST is one tax that is levied on manufacturing, selling and consumption of goods and services,
distributed among the Central Government and the State Governments. Credits of input taxes paid at
each stage will be available in the subsequent stage of value addition, which makes GST essentially a
tax only on the value addition at each stage. The final consumer will thus bear only the GST charged
by the last dealer in the supply chain, with set-off benefits at all the previous stages. Being a
destination based consumption tax; GST is usually levied on import of goods and services with export
transactions being zero rated under the GST scheme.

Objectives of GST
The following are the objective of GST:
1. Ensuring that the cascading effect of tax on tax will be eliminated.
2. Improving the competitiveness of the original goods and services, thereby improving the

GDP rate too.
3. Ensuring the availability of input credit across the value chain.
4. Reducing the complications in tax administration and compliance.
5. Making a unified law involving all the tax bases, laws and administration procedures across

the country.
6. Decreasing the unhealthy competition among the states due to taxes and revenues.
7. Reducing the tax slab rates to avoid further clarification issues.

Scope of GST
GST shall cover all goods and services, except alcoholic liquor for human consumption, for the

levy of goods and services tax. In case of petroleum and petroleum products, it has been provided that
these goods shall not be subject to the levy of Goods and Services Tax till a date notified on the
recommendation of the Goods and Services Tax Council.

Article 279A of the Bill provides for constitution of GST Council to examine issues relating to
goods and services tax and make recommendations to the Union and the States on parameters like
rates, exemption list and threshold limits.

 All goods and services are covered under GST Regime except Alcoholic liquor for Human
Consumption.

 Tobacco Products subject to levy of GST and Centre may also levy excise duty
 GST Council yet to decide the incidence and levy of GST on following;

(a) Crude Petroleum
(b) High Speed Diesel (HSD)
(c) Motor Spirit (Petrol)
(d) Natural Gas
(e) Aviation Turbine Fuel
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Salient Features of GST
The salient features of GST are as under:
1. GST would be applicable on “supply” of goods or services as against the present concept of

tax on the manufacture of goods or on sale of goods or on provision of services.
2. GST would be based on the principle of destination based consumption taxation as

against the present principle of origin-based taxation.
3. It would be a dual GST with the Centre and the States simultaneously levying it on a

common base. The GST to be levied by the Centre would be called Central GST (central
tax- CGST) and that to be levied by the States [including Union territories with legislature]
would be called State GST (state tax- SGST). Union territories without legislature would
levy Union territory GST (union territory tax- UTGST).

4. An Integrated GST (integrated tax- IGST) would be levied on inter-State supply (including
stock transfers) of goods or services. This would be collected by the Centre so that the credit
chain is not disrupted.

5. Import of goods would be treated as inter-State supplies and would be subject to IGST in
addition to the applicable customs duties.

6. Import of services would be treated as inter-State supplies and would be subject to IGST.
7. CGST, SGST /UTGST& IGST would be levied at rates to be mutually agreed upon by the

Centre and the States under the aegis of theGST Council.
8. GST would replace the following taxes previously levied and collected by the Centre under

Pre-GST regime:
(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 insofar as they relate to supply of goods or services

9. State taxes that would be subsumed within the GST are:
(a) State VAT;
(b) Central Sales Tax;
(c) Purchase Tax;
(d) Luxury Tax;
(e) Entry Tax (All forms);
(F) Entertainment Tax (except those levied by the local bodies);
(g) Taxes on advertisements;
(h) Taxes on lotteries, betting and gambling;
(i) State cesses and surcharges insofar as they relate to supply of goods or services.
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10. GST would apply to all goods and services except Alcohol for human consumption.
11. GST on five specified petroleum products (Crude, Petrol, Diesel, ATF & Natural gas)

would be applicable from a date to be recommended by the GST Council.
12. Tobacco and tobacco products would be subject to GST. In addition, the Centre would

continue to levy Central Excise duty.
13. A common threshold exemption would apply to both CGST and SGST. Taxpayers with an

annual turnover of ` 20 lakh (` 10 lakh for special category States (except J&K) as specified
in article 279A of the Constitution) would be exempt from GST. A compounding option (i.e.
to pay tax at a flat rate without credits) would be available to small taxpayers (including to
manufacturers other than specified category of manufacturers and service providers) having
an annual turnover of up to ` 1 Crore (` 75 lakh for special category States (except J&K and
Uttarakhand) enumerated in article 279A of the Constitution). The threshold exemption and
compounding scheme would be optional.

14. 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 well as across States as far as possible.

15. All Exports and supplies to SEZs and SEZ units would be zero-rated.
16. Credit of CGST paid on inputs may be used only for paying CGST on the output and the

credit of SGST/UTGST paid on inputs may be used only for paying SGST/UTGST. In other
words, the two streams of input tax credit (ITC) cannot be cross utilized, except in specified
circumstances of inter-State supplies for payment of IGST. The credit would be permitted to
be utilized in the following manner:
(a) Input Tax Credit of CGST allowed for payment of CGST & IGST in that order;
(b) Input Tax Credit of SGST allowed for payment of SGST & IGST in that order;
(c) Input Tax Credit of UTGST allowed for payment of UTGST & IGST in that order;
(d) Input Tax Credit of IGST allowed for payment of IGST,CGST & SGST/UTGST in that

order. Input Tax Credit of CGST cannot be used for payment of SGST/UTGST and
vice versa.

17. Accounts would be settled periodically between the Centre and the State to ensure that the
credit of SGST used for payment of IGST is transferred by the originating State to the
Centre. Similarly the IGST used for payment of SGST would be transferred by Centre to the
destination State. Further the SGST portion of IGST collected on B2C supplies would also
be transferred by Centre to the destination State. The transfer of funds would be carried out
on the basis of information contained in the returns filed by the taxpayers.

18. Input Tax Credit (Input Tax Credit) to be broad based by making it available in respect of
taxes paid on any supply of goods or services or both used or intended to be used in the
course or furtherance of business.

19. A not-for-profit, Non-Government Company called Goods and Services Tax Network
(GSTN), jointly set up by the Central and State Governments will provide shared IT
infrastructure and services to the Central and State Governments, tax payers and other
stakeholders.

20. The GST Council will be a joint forum of the Centre and the States. The Council will
make recommendations to the Union and the States on important issues like tax rates,
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exemption list, threshold limits, etc. One-half of the total number of Members of the Council
will constitute the quorum of GST council.

21. Administration of GST will be the responsibility of the GST Council , which will be the
apex policy making body of the GST. Members of GST Council comprised of the Central
and State ministers in charge of the finance portfolio.

22. A taxpayer or exporter would have to maintain separate details in books of account for
availment, utilization or refund of Input Tax Credit of CGST, SGST and IGST.

23. Electronic filing of returns by different class of persons at different cut-off dates.
24. Various modes of payment of tax available to the taxpayer including internet banking,

debit/ credit card and National Electronic Funds Transfer (NEFT) / Real Time Gross
Settlement (RTGS).

25. Obligation on certain persons including government departments, local authorities and
government agencies, who are recipients of supply, to deduct tax at the rate of 1% from
the payment made or credited to the supplier where total value of supply, under a contract,
exceeds two lakh and fifty thousand rupees.

26. Refund of tax to be sought by taxpayer or by any other person who has borne the incidence
of tax within two years from the relevant date.

27. Obligation on electronic commerce operators to collect ‘tax at source’, at such rate not
exceeding two per cent. (2%) of net value of taxable supplies, out of payments to suppliers
supplying goods or services through their portals.

28. System of self-assessment of the taxes payable by the registered person.
29. Audit of registered persons to be conducted in order to verify compliance with the

provisions of Act.
30. Limitation period for raising demand is three (3) years from the due date of filing of annual

return or from the date of erroneous refund for raising demand for short-payment or non-
payment of tax or erroneous refund and its adjudication in normal cases.

31. Limitation period for raising demand is five (5) years from the due date of filing of annual
return or from the date of erroneous refund for raising demand for short-payment or non-
payment of tax or erroneous refund and its adjudication in case of fraud, suppression or
wilful mis-statement.

32. Arrears of tax to be recovered using various modes including detaining and sale of goods,
movable and immovable property of defaulting taxable person.

33. Goods and Services Tax Appellate Tribunal would be constituted by the Central
Government for hearing appeals against the orders passed by the Appellate Authority or the
Revisional Authority. States would adopt the provisions relating to Tribunal in respective
SGST Act.

34. Provision for penalties for contravention of the provision of the GST legislation has been
made.

35. Advance Ruling Authority would be constituted by States in order to enable the taxpayer
to seek a binding clarity on taxation matters from the department. Centre would adopt such
authority under CGST Act.
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36. An anti-profiteering clause has been provided in order to ensure that business passes on the
benefit of reduced tax incidence on goods or services or both to the consumers.

37. Elaborate transitional provisions have been provided for smooth transition of existing
taxpayers to GST regime.

GST and Centre-State Financial Relations
Under Pre-GST regime, fiscal powers between the Centre and the States were clearly demarcated

in the Constitution with almost no overlap between the respective domains. Introduction of GST
required amendments in the Constitution so as to empower the Centre and the States concurrently to
levy and collect GST.

The assignment of concurrent jurisdiction to the Centre and the States for the levy of GST would
require a unique institutional mechanism that would ensure that decisions about the structure, design
and operation of GST are taken jointly by the two. For it to be effective, such a mechanism also needs
to have Constitutional force.

The Constitution (122nd Amendment) Bill
(A) To address all these and other issues, the Constitution (122nd Amendment) Bill was

introduced in the 16th Lok Sabha on 19.12.2014. The Bill provides for
 a levy of GST on supply of all goods or services except for Alcohol for human

consumption.
 The tax shall be levied as Dual GST separately but concurrently by the Union (central

tax - CGST) and the States (including Union Territories with legislatures) (State tax -
SGST) / Union territories without legislatures (Union territory tax- UTGST).

 The Parliament would have exclusive power to levy GST (integrated tax - IGST) on
inter-State trade or commerce (including imports) in goods or services.

 The Central Government will have the power to levy excise duty in addition to the GST
on tobacco and tobacco products.

 The tax on supply of five specified petroleum products namely crude, high speed diesel,
petrol, ATF and natural gas would be levied from a later date on the recommendation
of GST Council.

 A Goods and Services Tax Council (GSTC) will be constituted comprising the Union
Finance Minister, the Minister of State (Revenue) and the State Finance Ministers to
recommend on the GST rate, exemption and thresholds, taxes to be subsumed and
other features. This mechanism would ensure some degree of harmonization on
different aspects of GST between the Centre and the States as well as across States.
One half of the total number of members of GST Council would form quorum in
meetings of GST Council. Decision in GST Council would be taken by a majority of
not less than three-fourth of weighted votes cast. Centre and minimum of 20 States
would be required for majority because Centre would have one-third weightage of the
total votes cast and all the States taken together would have two-third of weightage of
the total votes cast.



10 GST: Concepts and Applications

 The Constitution Amendment Bill was passed by the Lok Sabha in May, 2015. The Bill
was referred to the Select Committee of Rajya Sabha on 12.05.2015. The Select
Committee had submitted its Report on the Bill on 22.07.2015. The Bill with certain
amendments was finally passed in the Rajya Sabha and thereafter by Lok Sabha in
August, 2016. Further the bill had been ratified by required number of States and
received assent of the President on 8th September, 2016 and has since been enacted as
Constitution (101stAmendment) Act, 2016 w.e.f. 16th September,2016.

(B) The GST Council has been notified with effect from 12th September, 2016. GST Council is
being assisted by a Secretariat. Twenty four meetings of the GST Council have been held so
far. The following major decisions have been taken by the GST Council:
 The threshold exemption limit would be ` 20 lakh. For special category States (except

J&K) enumerated in article 279A of the Constitution, threshold exemption limit has
been fixed at ` 10 lakh.

 Composition threshold shall be ` 1 Crore. Composition scheme shall not be available
to inter-State suppliers, service providers (except restaurant service) and specified
category of manufacturers. For special category States (except J&K and Uttarakhand)
enumerated in article 279A of the Constitution, threshold exemption limit has been
fixed at ` 75 lakh.

 Existing tax incentive schemes of Central or State governments may be continued by
respective government by way of reimbursement through budgetary route. The
schemes, in the present form, would not continue in GST. Further, 50% exemption of
the CGST portion will be provided to CSD (Defense Canteen).

 There would be four tax rates namely 5%, 12%, 18% and 28%. The tax rates for
different goods and services have been finalized and notified. Besides, some goods and
services would be under the list of exempt items. The exempted services has been
finalized which is same as the services exempted under existing service tax law, except
services supplied by Goods and Services Tax Network which is the addition to the list
of exempted services under service tax. Rate for precious metals is an exception to
‘four-tax slab-rule’ and the same has been fixed at 3%. A cess over the peak rate of
28% on certain specified luxury and demerit goods, like tobacco and tobacco products,
pan masala, aerated waters, motor vehicles, would be imposed for a period of five
years to compensate States for any revenue loss on account of implementation of GST.
The list of services in case of which reverse charge would be applicable has also been
finalized.

 The five laws namely CGST Law, UTGST Law, IGST Law, SGST Law and GST
Compensation Law have been recommended.

 In order to ensure single interface, all administrative control over 90% of taxpayers
having turnover below ` 1.5 crore would vest with State tax administration and over
10% with the Central tax administration. Further all administrative control over
taxpayers having turnover above ` 1.5 crore shall be divided equally in the ratio of
50% each for the Central and State tax administration.

 Powers under the IGST Act shall also be cross-empowered on the same basis as under
CGST and SGST Acts with few exceptions.
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 Power to collect GST in territorial waters shall be delegated by Central
Government to the States.

 Formula and mechanism for GST Compensation Cess has been finalised.
 Eighteen rules on composition, registration, valuation, input tax credit, invoice,

accounts and records, returns, payment, refund, assessment and audit, advance ruling,
appeals and revision, transitional provisions, anti- profiteering, E-way Bill, inspection,
search and seizure, demands and recovery and offences and penalties have been
recommended andnotified.

 www.gst.gov.in, managed by GSTN, shall be the Common Goods and Services Tax
Electronic Portal.

 Rate of interest on delayed payments and delayed refund has been recommended and
notified.

 The rules for the National Anti-Profiteering Authority have been recommended by the
GST Council, and a selection committee under the Chairmanship of Cabinet Secretary
for identification of eligible person for appointment of Chairmen and Members of
National Anti-Profiteering Authority has been appointed.

 In case of persons making inter-state supply of taxable handicraft goods, the threshold
exemption limit of aggregate turnover from registration provided having PAN No and
generating of e-way bill on movement of these goods. In case of persons making inter-
state supply of taxable job work services, the threshold exemption from registration
provided they generate e-way bill on movement of these goods. Job work relating to
jewellery which is exempted from e-way bill provisions will not be covered under this
exemption.

 It has been decided to exempt GST for tickets to FIFA U-17 Football World Cup- 2017
events.

 The GST Council has increased GST Cess on mid-sized cars by 2%, big cars by 5 %
and SUVs by 7%. No changes to GST Cess rate has been announced for small cars, 13-
seater vehicles and hybrid cars.

 CONSTITUTIONAL AMENDMENTS MADE TO INTRODUCE
GST

There are several articles in the constitution of India which define the financial relations between
Union and States. Since GST bills involve a huge interest of the state governments, such a historic tax
reform cannot take place without making suitable changes in the Constitution. For this purpose, 101st
amendment of the constitution was passed. This act received the assent of the President of India on 8th
September, 2016. The important changes made in constitution (new articles/amended articles) via this
law are as follows:
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(I) Article 246 (A)
This is a new article inserted in the constitution. It says that (1) Notwithstanding anything

contained in articles 246 and 254, Parliament, and, subject to clause (2), the Legislature of every State,
have power to make laws with respect to goods and services tax imposed by the Union or by such
State. (2) Parliament has exclusive power to make laws with respect to goods and services tax where
the supply of goods, or of services, or both takes place in the course of inter-State trade or commerce.

Notable Points from Article 246A
(a) Both Union and States in India now have “concurrent powers” to make law with respect to

goods & services
(b) The intra-state trade now comes under the jurisdiction of both centre and state; while inter-

state trade and commerce is “exclusively” under central government jurisdiction.

(II) Article 269A
This is a new article which reads as follows:
269A. (1) Goods and services tax on supplies in the course of inter-State trade or commerce shall

be levied and collected by the Government of India and such tax shall be apportioned between the
Union and the States in the manner as may be provided by Parliament by law on the recommendations
of the Goods and Services Tax Council.

Explanation.— For the purposes of this clause, supply of goods, or of services, or both in the
course of import into the territory of India shall be deemed to be supply of goods, or of services, or
both in the course of inter-State trade or commerce.

(2) The amount apportioned to a State under clause (1) shall not form part of the Consolidated
Fund of India.

(3) Where an amount collected as tax levied under clause (1) has been used for payment of the
tax levied by a State under article 246A, such amount shall not form part of the Consolidated Fund of
India.

(4) Where an amount collected as tax levied by a State under article 246A has been used for
payment of the tax levied under clause (1), such amount shall not form part of the Consolidated Fund
of the State.

(5) Parliament may, by law, formulate the principles for determining the place of supply, and
when a supply of goods, or of services, or both takes place in the course of inter-State trade or
commerce.’

Notable Points from Article 269A
 This article says that in case of the inter-state trade, the tax will be levied and collected by

the Government of India and shared between the Union and States as per recommendation
of the GST Council.

 The article also makes it clear that the proceeds such collected will not be credited to the
consolidated fund of India or state but respective share shall be assigned to that state or
centre. The reason for the same is that under GST, where centre collects the tax, it assigns
state’s share to state, while where State collects tax, it assigns centre’s share to centre. If that
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proceed is deposited in Consolidated Fund of India or state, then, every time there will be a
need to pass an appropriation tax. Thus, under GST, the apportionment of the tax revenue
will take place outside the Consolidated Funds.

(III) Article 279-A
This article provides for constitution of a GST council by president within sixty days from this

act coming into force. The GST council will constitute the following members:
 Union Finance Minister as chairman of the council
 Union Minister of State in charge of Revenue or Finance
 One nominated member from each state who is in charge of finance or taxation

The GST council will be empowered to take decisions on the following:
 The taxes, cesses and surcharges levied by the Union, the States and the local bodies which

may be subsumed in the goods and services tax;
 The goods and services that may be subjected to, or exempted from, the goods and services

tax;
 Model Goods and Services Tax Laws, principles of levy, apportionment of Integrated Goods

and Services Tax and the principles that govern the place of supply;
 The threshold limit of turnover below which goods and services may be exempted from

goods and services tax;
 The rates including floor rates with bands of goods and services tax;
 Any special rate or rates for a specified period, to raise additional resources during any

natural calamity or disaster;
 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

 Any other matter relating to the goods and services tax, as the Council may decide.
All decisions taken at the GST council will be taken based on voting. Process of voting is clearly

articulated in detail in the constitutional amendment bill.

(IV) Changes in the 7th Schedule
This amendment has made following changes in 7th schedule of the constitution:

(A) Union List
The entry 84 of Union List earlier comprised the duties on tobacco, alcoholic liquors, opium,

Indian hemp, narcotic drugs and narcotics, medical and toilet preparations. After this amendment, it
will comprise of Petroleum crude, high speed diesel, motor spirit (petrol), natural gas, and aviation
turbine fuel, tobacco and tobacco products. Thus, these are now out of ambit of GST and subject to
Union jurisdiction.

Entry 92 (newspapers and on advertisements published therein) has been deleted thus, they are
now under GST.
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Entry 92-C (Service Tax) has been now deleted from union list.

(B) State List
Under State list, entry 52 (entry tax for sale in state) has been deleted.
In Entry 54, Taxes on the sale or purchase of goods other than newspapers, subject to the

provisions of Entry 92-A of List I.; has been now replaced by Taxes on the sale of petroleum crude,
high speed diesel, motor spirit (commonly known as petrol), natural gas, aviation turbine fuel and
alcoholic liquor for human consumption, but not including sale in the course of inter-State trade or
commerce or sale in the course of international trade or commerce of such goods.”

Entry 55 (advertisement taxes) have been deleted.
Entry 62 (Taxes on luxuries, including taxes on entertainments, amusements, betting and

gambling) has been replaced by these taxes only to be levied by local governments (panchayats,
municipality, regional council or district council.

(V) Other Important Amendments in Existing Articles
 The residuary power of legislation of Parliament under article 248 is now subject to article

246A.
 Article 249 has been changed so that if 2/3rd majority resolution is passed by Rajya Sabha,

the Parliament will have powers to make necessary laws with respect to GST in national
interest.

 Article 250 has been amended so that parliament will have powers to make laws related to
GST during emergency period.

 Article 268 has been amended so that excise duty on medicinal and toilet preparation will be
omitted from the state list and will be subsumed in GST.

 Article 268A has been repealed so now service tax is subsumed in GST.
 Article 269 would empower the parliament to make GST related laws for inter-state trade /

commerce.
 Further, the amendment also provided that Parliament shall, by law, on the recommendation

of the Goods and Services Tax Council, provide for compensation to the States for loss of
revenue arising on account of implementation of the goods and services tax for a period of
five years. This resulted into the Compensation Cess Bill.

 VARIOUS INDIRECT TAXES SUBSUMED WITH GST
The GST has subsumed (merged) various indirect taxes. The objective is to remove the multiple

taxes thereby reducing the complexity and effect of tax cascading. The objective is to subsume all
those taxes that were levied under Pre-GST regime, on the sale of goods or provision of services by
either Central or State Government. The subsume of a large number of taxes and other levies will
allow free flow of a larger pool of tax credits at both Central and State level.
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Principles for Subsuming Taxes under Goods and Services Tax
(GST) in India

(a) Taxes or levies to be subsumed should be primarily in the nature of indirect taxes, either
on the supply of goods or on the supply of services.

(b) Taxes or levies to be subsumed should be part of the transaction chain which commences
with import/manufacture/production of goods or provision of services at one end and the
consumption of goods and services at the other.

(c) The sub-summation should result in free flow of tax credit at the intra and inter State levels.
(d) The taxes, levies and fees that are not specifically related to supply of goods & services

should not be subsumed under GST.
(e) Revenue fairness for both the Union and the states individually would need to be attempted.

Indirect Taxes and Levies Subsumed in GST

(A) Central Indirect Taxes
1. Central Excise Duty,
2. Additional Excise Duties,
3. Excise Duty levied under the Medicinal and Toilet Preparations (Excise Duties) Act. 1955,

Service Tax,
4. Additional Customs Duty commonly known as Countervailing Duty (CVD),
5. Special Additional Duty of Customs (SAD),
6. Central Surcharges and Cesses excluding those applicable to income-tax, customs duties and

to excise duties so far as they relate to goods outside the purview of the goods and services
tax.
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(B) State Indirect Taxes:
1. State VAT/Sales Tax,
2. Entertainment tax (unless it is levied by the local bodies),
3 Luxury Tax,

4. Taxes on lottery,
5. Betting and gambling.
6. Tax on advertisements,
7. State Cesses and Surcharges insofar as they relate to supply of goods and services; and
8. Entry Tax, not levied by local bodies.

Other Indirect Taxes to Continue Post-GST
(a) Electricity Duty
(b) Stamp Duty
(c) Other Entry taxes and Octroi
(d) Basic customs duty and safeguard duties on import of goods into India
(e) Professional Tax
(f) Entertainment Tax (levied by local bodies)

Events that have Led to the Introduction of GST

GST is being introduced in the country after a 13 year long journey since it was first discussed in
the report of the Kelkar Task Force on indirect taxes. A brief chronology outlining the major
milestones on the proposal for introduction of GST in India is as follows:

1. In 2003, the Kelkar Task Force on indirect tax had suggested a comprehensive Goods and
Services Tax (GST) based on VAT principle.
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2. A proposal to introduce a National level Goods and Services Tax (GST) by April 1, 2010
was first mooted in the Budget Speech for the financial year 2006-07.

3. Since the proposal involved reform/ restructuring of not only indirect taxes levied by the
Centre but also the States, the responsibility of preparing a Design and Road Map for the
implementation of GST was assigned to the Empowered Committee of State Finance
Ministers (EC).

4. Based on inputs from Govt of India and States, the EC released its First Discussion Paper on
Goods and Services Tax in India in November,2009.

5. In order to take the GST related work further, a Joint Working Group consisting of officers
from Central as well as State Government was constituted in September, 2009.

6. In order to amend the Constitution to enable introduction of GST, the Constitution (115th
Amendment) Bill was introduced in the Lok Sabha in March 2011. As per the prescribed
procedure, the Bill was referred to the Standing Committee on Finance of the Parliament for
examination and report.

7. Meanwhile, in pursuance of the decision taken in a meeting between the Union Finance
Minister and the Empowered Committee of State Finance Ministers on 8th November, 2012,
a ‘Committee on GST Design’, consisting of the officials of the Government of India, State
Governments and the Empowered Committee was constituted.

8. This Committee did a detailed discussion on GST design including the Constitution (115th)
Amendment Bill and submitted its report in January, 2013. Based on this Report, the EC
recommended certain changes in the Constitution Amendment Bill in their meeting at
Bhubaneswar in January 2013.

9. The Empowered Committee in the Bhubaneswar meeting also decided to constitute three
committees of officers to discuss and report on various aspects of GST as follows:-
(a) Committee on Place of Supply Rules and Revenue Neutral Rates;
(b) Committee on dual control, threshold and exemptions;
(c) Committee on IGST and GST on imports.

10. The Parliamentary Standing Committee submitted its Report in August, 2013 to the Lok
Sabha. The recommendations of the Empowered Committee and the recommendations of
the Parliamentary Standing Committee were examined in the Ministry in consultation with
the Legislative Department. Most of the recommendations made by the Empowered
Committee and the Parliamentary Standing Committee were accepted and the draft
Amendment Bill was suitably revised.

11. The final draft Constitutional Amendment Bill incorporating the above stated changes were
sent to the Empowered Committee for consideration in September 2013.

12. The EC once again made certain recommendations on the Bill after its meeting in Shillong
in November 2013. Certain recommendations of the Empowered Committee were
incorporated in the draft Constitution (115th Amendment) Bill. The revised draft was sent for
consideration of the Empowered Committee in March, 2014.

13. The 115th Constitutional (Amendment) Bill, 2011, for the introduction of GST introduced in
the Lok Sabha in March 2011 lapsed with the dissolution of the 15th Lok Sabha.
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14. In June 2014, the draft Constitution Amendment Bill was sent to the Empowered Committee
after approval of the new Government.

15. Based on a broad consensus reached with the Empowered Committee on the contours of the
Bill, the Cabinet on 17.12.2014 approved the proposal for introduction of a Bill in the
Parliament for amending the Constitution of India to facilitate the introduction of Goods and
Services Tax (GST) in the country. The Bill was introduced in the Lok Sabha on 19.12.2014,

16. The GST Amendment Bill was passed by the Lok Sabha on 06.05.2015. It was then referred
to the Select Committee of Rajya Sabha, which submitted its report on 22.07.2015.

17. Finally, the GST Amendment Bill got Parliament’s nod in August, 2016.
18. The GST Council was formed. Approval from requisite number of states was secured. In

January, 2017, Arun Jaitley announced that GST would be rolled out on July 1.

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.

India is a federal country where both the Centre and the State have been assigned the powers to
levy and collect taxes. Both the levels of Government need to raise resources as they have distinct
constitutional responsibilities to perform.

In India, a dual GST has been adopted 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.

Benefits of Dual GST
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:-
(a) reduction in the number of taxes at the Central and State level
(b) decrease in effective tax rate for many goods
(c) removal of the Pre-GST cascading effect of taxes
(d) reduction of transaction costs of the taxpayers through simplified tax compliance
(e) increased tax collections due to wider tax base and better compliance
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 STRUCTURE OF DUAL MODEL OF GST
Dual GST Model

The dual GST shall have two components: one levied by the Central (hereinafter referred to as
CGST), and the other levied by the States (hereinafter referred to as SGST). Rates for CGST and
SGST would be prescribed appropriately, reflecting revenue considerations and acceptability. This
dual GST model would be implemented through multiple statutes (one for CGST and SGST statute for
every State). The Central GST and the State GST would be applicable to all transactions of goods and
services made for a consideration except the exempted goods and services, goods which are outside
the purview of GST and the transactions which are below the prescribed threshold limits.

Since the CGST and SGST are to be treated separately, taxes paid against the CGST shall be
allowed to be taken as input tax credit (ITC) for the CGST and could be utilized only against the
payment of CGST. Cross utilization of Input Tax Credit between the Central GST and the State GST
would not be allowed except in the case of inter-State supply of goods and services under the IGST
model.

Transaction New System Old System Comments
Sale within the state SGST and CGST VAT & Excise/

Service tax
Transaction of sale within the state shall
have 2 taxes: SGSTwhich goes to the State,
and CGST- which goes to the Centre

Sale outside the state IGST CST & Excise/
Service tax

Transaction of sale from one state to
another shall have only one type of tax-
IGST which goes to the Centre



20 GST: Concepts and Applications

Key Features of Dual Model of GST
The following are the key features of the Dual GST model:-
1. Turnover based Registaration: A business entity with an annual turnover of up to Rs 20

lakh would not be required to take registration in the GST regime, unless he voluntarily
chooses to do so to be a part of the input tax credit (ITC) chain. The annual turnover
threshold in the Special Category States (as enumerated in Article 279A of the Constitution
such as Arunachal Pradesh, Sikkim, Uttarakhand, Himachal Pradesh, Assam and the other
States of the North-East) for not taking registration is Rs 10 lakh.

2. Physical Interface: A state-wise single registration for a taxpayer for filing returns, paying
taxes, and to fulfil other compliance requirements. Most of the compliance requirements
would be fulfilled online, thus leaving very little room for physical interface between the
taxpayer and the tax official.

3. State-wise Single Return: A taxpayer has to file one single return state-wise to report all
his supplies, whether made within or outside the state or exported out of the country and pay
the applicable taxes on them. Such taxes can be Central Goods and Services Tax (CGST),
State Goods and Services Tax (SGST), Union Territory Goods and Services Tax (UTGST)
and Integrated Goods and Services Tax (IGST).

4. Benefit of Composition Scheme: A business entity with turnover up to Rs 75 lakh can avail
the benefit of a composition scheme under which it has to pay a much lower rate of tax and
has to fulfil very minimal compliance requirements. The Composition Scheme is available
for all traders, select manufacturing sectors and for restaurants in the services sector.

6. Input Tax Credit: In order to prevent cascading of taxes, Input Tax Credit would be
admissible on all goods and services used in the course or furtherance of business, except on
a few items listed in the Law.

7. Cross-utilisation of payment of Taxes: In order to ensure that Input Tax Credit can be
used seamlessly for payment of taxes under the Central and the State Law, it has been
provided that the Input Tax Credit entitlement arising out of taxes paid under the Central
Law can be cross-utilised for payment of taxes under the laws of the States or Union
Territories. For example, a taxpayer can use the Input Tax Credit accruing to him due to
payment of IGST to discharge his tax liability of CGST/SGST/UTGST. Conversely, a
taxpayer can use the Input Tax Credit accruing to him on account of payment of
CGST/SGST/UTGST, for payment of IGST. Such payments are to be made in a pre-defined
order.

8. Input Service Distributor: In the Services sector, the existing mechanism of Input Service
Distributor (ISD) under the Service Tax law has been retained to allow the flow of Input Tax
Credit in respect of input services within a legal entity.

9. Refund Mechanism: To prevent lock-in of capital of exporters, a provision has been made
to refund, within seven days of filing the application for refund by an exporter, 90 per cent
of the claimed amount on a provisional basis.

10. Administrative Interface: In order to ensure a single administrative interface for taxpayers,
a provision has been made to authorise officers of the tax administrations of the Centre and
the states to exercise the powers conferred under all Acts.
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11. Agriculturist: An agriculturist, to the extent of supply of produce out of cultivation of land,
would not be liable to take registration in the GST regime.

12. Advance Ruling Authority: To provide certainty in tax matters, a provision has been made
for an Advance Ruling Authority.

13. Appellate Mechanism: Exhaustive provisions for Appellate mechanism have been made.
14. Migration of Existing Taxpayers: Detailed transitional provisions have been provided to

ensure migration of existing taxpayers and seamless transfer of unutilised Input Tax Credit
in the GST regime.

15. Anti-profiteering: An anti-profiteering provision has been incorporated to ensure that the
reduction of tax incidence is passed on to the consumers.

16. Payment of Taxes in instalments: In order to mitigate any financial hardship being
suffered by a taxpayer, Commissioner has been empowered to allow payment of taxes in
instalments.

Advantages of Implementing GST

(A) Make in India
1. Unified Common National Market: It will help to create a unified common national

market for India, giving a boost to Foreign investment and “Make in India” campaign;
2. Prevent Cascading of Taxes: It will prevent cascading of taxes as Input Tax Credit will be

available across goods and services at every stage of supply;
3. Haarmonization: It will help in Harmonization of laws, procedures and rates of tax

subsumed in GST;
4. Economic Growth: It will boost export and manufacturing activity, generate more

employment and thus increase GDP with gainful employment leading to substantive
economic growth;

5. Poverty Eradication: It will help in poverty eradication by generating more employment
and more financial resources for the government to undertake public expenditure and
investment in infrastructure and other developmental activities;

6. Competitive Price in International Market: It will help more efficient neutralization of
taxes especially for exports thereby making our products more competitive in the
international market and give boost to Indian Exports;

7. Improvement in Investment Climate: It will help in Improving the overall investment
climate in the country which will naturally benefit the development in the states;

8. Reduce Tax Evasion: Uniform SGST and IGST rates will reduce the incentive for evasion
by eliminating rate arbitrage between neighboring States and that between intra and inter-
State sales;

9. Lower Prices: Average tax burden on companies is likely to come down which is expected
to reduce prices and lower prices mean more consumption, which in turn means more
production thereby helping in the growth of the industries. This will create India as a
“Manufacturing hub”.
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(B) Ease of Doing Business
1. Simpler Tax Regime: Subsuming of various indirect taxed shall reduce various

complexities being faced during Pre-GST regime and it will become simpler tax regime with
fewer exemptions;

2. Uniformity and Simplification: It will help in reduction of multiplicity of taxes in our
indirect tax system and will bring uniformity throughout the country;

3. Lesser Compliance Cost: It will reduce compliance costs. No multiple record keeping for a
variety of taxes- so lesser investment of resources and manpower in maintaining records;

4. Automated Procedures: It involves not only simplified but also automated procedures for
various processes such as registration, returns, refunds, tax payments, etc;

5. Lesser Public Interface: All interaction to be through the common GSTN portal- so less
public interface between the taxpayer and the tax administration;

6. Improve Compliance Environment: It will improve environment of compliance as all
returns to be filed online, input credits to be verified online, encouraging more paper trail of
transactions;

7. Greater Certainty to Taxation System: Common procedures for registration of taxpayers,
refund of taxes, uniform formats of tax return, common tax base, common system of
classification of goods and services will lend greater certainty to taxation system;

8. Timelines: It will help in providing timelines for important activities like obtaining
registration, refunds, etc;

9. Transparent and Accountable: Electronic matching of input tax credits all-across India
thus making the process more transparent and accountable.

(C) Benefit to Consumers
1. Lower Prices: Final price of goods is expected to be lower due to seamless flow of input tax

credit between the manufacturer, retailer and supplier of services;
2. Low Tax Rates under Compounding Scheme: It is expected that a relatively large

segment of small retailers will be either exempted from tax or will suffer very low tax rates
under a compounding scheme- purchases from such entities will cost less for the consumers;

3. Lesser Tax Burden: Average tax burden on companies is likely to come down which is
expected to reduce prices and lower prices mean more consumption.

Disadvantages of GST in India
GST is the Goods and Service Taxes. It is a simple, sophisticated and consumer-friendly way

how the Government of India will collect the tax from the businesses and individual citizens. GST is
implemented in India to replace the previous indirect tax systems which were very complex with a
simpler, uniform tax system.

India is a collective economy where each state has its own set of rules for them. This makes the
growth of the country slow, causes difficulties to the businesses and higher possibilities of corruption.
To make the tax payment process simpler and create a win-win environment for both, government as
well as businesses, and to reduce the corruption.
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As every coin has two sides, GST does have its own disadvantages and demerits. Let’s see them.
1. Petroleum Products: The government has left petroleum out of GST for now until all states

are agreed to it. Industries that require petroleum products for manufacturing cannot input
for tax credits which will increase the final price.

2. Multiple State Registration: Businesses are required to register for GST in each state they
operate in.

3. Professional assistance: New startups or small businesses who lack knowledge of GST may
require hiring professionals for managing their taxe Computerized GST: Small businesses,
taxpayers do not have much knowledge about online registration and filing returns. They
will have to depend on professional assistance as the government has digitized the taxation
system. To Initiate a payment, filing returns, submissions etc.

4. Luxury items to get costly: Drinking tea/coffee at branded cafes, staying in hotels with
tariff above 7500rs, electronic devices like TV, washing machine, bikes with engine
capacity more than 350cc, Movie tickets above 100. etc. will be costlier with GST bill.

5. Unstable economy: Right after implementation demonetization bill and now GST bill
India’s economy will take approximately 1-2 years to become stable.

 CHALLENGES DURING GST ROLLOUT
The following are some of the important challenges that the different stakeholders associated

with GST, are expected to face during the implementation of GST in the country.

(A) Small Business
1. Lack of proper awareness: The GST has been rolled out without proper awareness

regarding GST. Majority of Indian businesses are not aware of the changes that GST will
introduce due to lack of adequate awareness among traders about the new goods and
services tax (GST).

2. Realtime System: We have a system today across a majority of small units where an
accountant comes in once a month, makes vouchers and inputs details for taxes. The new
system needs a lot of transformation like changing from manually maintaining account
books to electronically, and several small traders are not computer literate. Every invoice
from buyers and sellers must be entered in the GST system correctly to ensure that benefits
accrue down the chain.

3. Increased burden of Compliances: small businesses will have the burden of filing multiple
returns, as many as 37 over a period of one year. They will have to file returns three times in
a month as against once in three months.

4. Complex Return filling procedure: Traders will find it difficult to survive since large
businesses that source from them would demand that they be GSTcompliant so that they are
able to adjust tax credits against their tax liabilities.

5. Multiple Tax and Rates: Different taxes rates on products is adding to the confusion
among traders and buyers. Small traders may find it difficult to maintain information on all
products on computers. Further For a small traders it wil be difficult to understand the
CGST, SGST and SGST.
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(B) Exporters
1. Refund: In the previous indirect tax regime, exporters enjoyed upfront tax exemption on

goods to be exported. But under GST, exporters are procuring goods and services on
payment of GST. This credit of GST, which is available with exporters, is supposed to be
claimed as refund.

2. Need for More Working Capital: In GST regime, exporters are facing challenges as the
upfront exemption is not available and given this, working capital of exporters is getting
blocked. This entire process of claiming refund by exporter can be eased through upfront
exemption.

3. Tedious and Time Consuming Compliance Process: There are various requirement as far
as input tax credit is concerned. It is very difficult to communicate with numerous vendors
and ensure that they are paying GST. The company is required to ensure that vendors are
paying and filing returns in case of a registered vendor. In case of unregistered vendor, the
company not only has to pay the GST but is also required to raise the tax invoice and
payment voucher, which is a tedious and time consuming process. Refund of GST can be
claimed only if the vendors pay GST and this is required to be tracked by the company,
which is leading to more hassles for the exporters.

(C) Large Enterprises and Industries
1. Administration Cost: For businesses under GST regime administration cost is likely to

shoot up to a great extent. Expenditures for GST implementation in terms of consultants’
huge fees, problematic & time-consuming ERP transition, recruiting specialised personnel
and specialised training requirements.

2. Ambiguity in Transition provisions: Transition is expected to entail a period where
companies have higher inventories and it is necessary to deal with these stocks of goods in
terms of applicable tax. GST Law does not clearly specify if credit is available on excise
duty and central sales tax paid on inventories of domestic goods, and on countervailing duty
(CVD) paid for imported goods. Clarity on this aspect needs to be provided.

3. Multi-state Registration: This has the potential to result in huge burden of complexity as
companies operate in many different States. Businesses in the services sector such as
telecom, banking, insurance, airlines, e-commerce, undertake pan-India operations, meeting
requirements of each State through different registrations, audits and compliances would be
a massive task.

4. Increased burden of Compliances: Under Pre-GST tax system, there were only 2 returns
per year for service providers, 5 for VAT dealers and 13 for excise tax-payers and the
sudden requirement to file atleast 37 return per year will leave them up with a huge burden.
Further due to multi-state registration there shall be huge burden of filing of return and other
compliance.

5. Higher rate on various services: Initial inflation in service sector due to the
implementation of GST is likely to slow down the whole service industry.

6. Withdrawal of Exemption: Withdrawal of major exemptions to various businesses shall
have a negative impact on business in short run.
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7. Uncertainty over the several provisions of law: Due to delay in finalisation of tax rate,
various rules, a lot of uncertainty and confusion has prevailed on various issues.

8. Multiple Rates: Multiple rate shall increase litigation and lobbying by business entities to
shift goods or services from one bracket to another; the structure will result not only in tax
evasion but also considerable hardships to small businesses, especially with regard to
invoice based matching;

9. Dual Administration: It would be challenging for companies to meet the requirements of
dual administration by both the Central and State governments, while maintaining
consistency across different filings. There should be a single administration process, either
by the Center or the State, which would be acceptable to both. This would action the
intention of making India a common market with single audit and assessment.

10. Increase in Working Capital requirement: In GST regime of tax, stock transfer has been
made taxable, which requires the huge working capital because the realization of tax going
to be on final supply tills that It may block the capital.

11. No Credit of Petroleum Product: Petroleum Product has been kept out of GST hence; the
tax paid on Petroleum Product is not eligible as credit and same became the cost. Each
industry requires the Petroleum Product such as Fertilizer Industry, Power Sector, Logistic
Sector etc.

(D) Government
1. Dual Control: Due to pressure for implementation of GST in scheduled time frame, the

Centre seems to be compromising on the issue of jurisdiction over assesses. Political reasons
are determining the fate of GST, which is not the correct thing, because ideally GST is an
economic and tax reform.

2. IT Infrastructure: IT infrastructure is the other ground level problem that government will
face to provide with. In spite of Government has introduced Goods & Service Tax Network
(GSTN) to implement & monitor the systems, websites and IT related matters, it is a matter
of huge concern that how so much large number of tax-payers, presently registered under
numerous prevailing indirect taxes, will be supported by the IT systems. Also, a lot of new
tax-payers will be given registration under GST. We all know that invoices of supply under
GST is to be uploaded on GST systems & there are total 37 returns per year on an average,
to be filed by an assessee. To manage this in routine, is going to be a critical task for GSTN.

3. Training departmental Officers: Training of the departments’ officers is an another big
challenge for Government. National Academy of Customs, Excise & Narcotics (NACEN), is
the apex training institution for capacity building in indirect taxation under the CBEC and
exercises are being conducted to impart training to the 60,000 indirect tax officer under
Central & State government, both. But the insights from the department itself are sufficient
enough to tell the whole picture of such low level on which such training is being provided.
If the department officials will not be trained enough to have the knowledge of the new tax
levy, it definitely would lead to unjustified harassment of the assessee in form of wrong tax
notices and delayed processing of claims by tax-payers.

4. Dual Burden: Due to dual control by Central and State Government, It shall be an
additional burden for the administration in terms of duplication and costs.
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5. Tax officers across the country are protesting against decision for giving states the powers to
levy tax on economic activity within 12 nautical miles of territorial waters and to administer
90 per-cent of the assessee under Rs 1.5 crore annual turnover besides certain provisions of
Integrated GST.

(E) Consumer
1. Higher Prices: Already some commodities of daily use have been imposed 18% and 28%

tax rate which will be a clear strain on the budget of middle class and the down-trodden
people.

2. Input Tax Credit: While the manufacturer, wholesaler and retailer in the supply chain can
avail themselves of input tax credit, no such relief is available to the consumer who has to
pay GST on the final price of the commodity.

3. Inflated Cost: It is feared that the hike in prices of raw material and components resulting
from the cost of GST compliance will increase the product price and affect the consumer
only.

4. Higher Service Charges: The tax rate for services has been raised from 15 to 18% resulting
higher cost in service up to 3% in comparision to pre-GST regime.

5. Lesser choices: The choice of products will be restricted for the consumers since many
micro, small and medium enterprises (MSMEs) and mini traders are likely to be driven out
of business due to their inability to comply with GST norms.

(F) GSTN
1. Failure to log in: Many have reported difficulties in logging in to the portal and filing their

returns. Some traders who have transitioned to GST and have received their temporary
numbers to log in are unable to do so because the network is busy. While most users manage
to access the portal after a few attempts, the process can sometimes be delayed by three to
four hours because the network is overloaded.

2. Returns declined: Problem reported by traders is of the online system declining returns
despite fulfilling the specifications laid down in the Goods and Services Tax rules. The 3B
return is a simplified return form introduced for the months of July and August in the wake
of problems users faced in uploading their actual return forms. This return allows businesses
to file a summary of their sale and purchase invoices without having to upload each invoice
separately as an invoice-level return, known as GSTR 1, according to the new guidelines.
People took to Twitter to complain that they could not file their 3B returns as the portal
returned an error saying “invalid return type”. While the Goods and Services Tax’s Twitter
handle, which is receiving multiple complaints every day, acknowledged the complaints,
there has been no solution so far, at least officially.

3. Technical glitches, procedural problems and absence of some forms on the network portal
are causing delays in making payments and filing of returns by traders and dealers under the
new GST regime

4. Recurring breakdowns of the GSTN system are making things worse for the exporters.
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 GST LEGISLATION REQUIRED FOR INTRODUCTION OF
GST IN INDIA

The entire GST legislation is based on thirty five separate acts / bills.

(A) List of Central GST Act
The GST Act in the Lok Sabha on 29th March, 2017, and came into effect from 1st July, 2017.

The GST Act consist of following four legislations to introduce single tax regime that will replace
multiple state and central taxes to create one national market.

1. Constitution 101st amendment Act, 2016: This act was passed in September 2016 and comes
into force in July 1, 2017.

2. CGST Act, 2017 [174 Sections, III Schedules]
3. IGST Act, 2017 [25 Sections]
4. UTGST Act, 2017 [26 Sections]
5. GST (Compensation to States) Act, 2017 [14 Sections]

(B) List of States Passed State GST Act 2017
Telangana become the first State to pass the GST Bill while other States passing the Bill includes

Bihar, Rajasthan, Jharkhand, Chhattisgarh, Uttarakhand, Madhya Pradesh, Haryana, Goa, Gujarat,
Maharashtra and Arunachal Pradesh. The complete list is as follows:

1st – Telangana on April 9, 2017
2nd – Bihar on April 24, 2017
3rd – Rajasthan on April 26, 2017
4th – Jharkhand on April 27, 2017
5th – Chhattisgarh on April 28, 2017
6th – Uttarakhand on May 2, 2017
7th – Madhya Pradesh on May 3, 2017
8th – Haryana on May 4, 2017
9th – Gujarat May 9, 2017
10th – Goa on May 9, 2017
11th – Odisha May 11, 2017
12th – Assam May 11, 2017
13th – Arunachal Pradesh May 12, 2017
14th – Uttar Pradesh on 16th May 2017
15th – Andhra Pradesh on 16th May 2017
16th – Puducherry on 17th May 2017
17th – Maharashtra 22 May 2017
18th – Tripura 24 May 2017
19th – Sikkim on 25th May 2017
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20th – Mizoram on 26th May 2017
21st – Nagaland on 27th May 2017
22nd – Himachal Pradesh on 27th May 2017
23rd – Delhi on 31st May 2017
24th – Manipur on 5th June 2017
25th – Meghalaya on 12th June 2017
26th – Karnataka on 16th June 2017
27th – Punjab on 19th June 2017
28th – Tamil Nadu on 19th June 2017
29th – West Bengal take ordinance route for GST on 15th June 2017
30th – Kerala take ordinance route for GST on 21st June 2017
31st – Jammu and Kashmir on July 5th, 2017

 GST – (CENTRAL GST – STATE / UNION TERRITORY GST –
INTEGRATED GST – GST CESS)

(A) CGST : Central Goods and Service Tax
Under GST, CGST is a tax levied on Intra State supplies of both goods and services by the

Central Government and will be governed by the CGST Act. SGST will also be levied on the same
Intra State supply but will be governed by the State Government.

This implies that both the Central and the State governments will agree on combining their levies
with an appropriate proportion for revenue sharing between them. However, it is clearly mentioned in
Section 8 of the GST Act that the taxes be levied on all Intra-State supplies of goods and/or services
but the rate of tax shall not be exceeding 14%, each.

It is levied on the Intra-State movement of goods and services. The revenue collected under
Central Goods and Services Tax is for the Central Government. However, Input Tax Credit on it is
given partly to the Centre and partly to the States as it will be utilized against the payment of both
CGST and IGST.

(B) SGST : State Goods and Service Tax
Under GST, SGST is a tax levied on Intra State supplies of both goods and services by the State

Government and will be governed by the SGST Act. As explained above, CGST will also be levied on
the same Intra State supply but will be governed by the Central Government.

It is levied on the Intra- State/Union Territory movement of goods and services. The revenue
collected under State Goods and Services Tax is for the State Government/Union Territory. However,
Input Tax Credit on it is given partly to the Centre and partly to the States as it will be utilized against
the payment of both SGST and IGST.
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(C) UTGST : Union Territory Goods and Service Tax
If any supply of goods and services takes place in Union Territories like Andaman and Nicobar

Islands, Chandigarh, Dadra and Nagar Haveli, Daman and Diu, Delhi (National Capital Territory of
Delhi), Lakshadweep, Puducherry etc., than the same is accounted under UTGST.

A separate Act is being implemented for Union Territory states to impose and administer GST in
India in the name of UTGST Act. Under UTGST Act, the details of GST rates payable against the
movement of goods and services in Union territories are explained.

An example for CGST and SGST/UTGST:
Let’s suppose Rajesh is a dealer in Bhubaneswar who sold goods to Ramesh in Cuttack in Odisha

worth ` 20,000/-. The GST rate is 18% comprising of CGST rate of 9% and SGST rate of 9%. In such
case, the dealer collects ` 3600/- of which ` 900/- will go to the Central Government and ` 900/- will
go to the Odisha Government.

(D) IGST: Integrated Goods and Service Tax
IGST refers to the Integrated Goods and Services Tax which is a part of GST under the concept

of one nation one tax. It is charged on the goods and services supplied from one state to another.
IGST is a tax levied on all Inter-State supplies of goods and/or services and will be governed by

the IGST Act. IGST will be applicable on any supply of goods and/or services in both cases of import
into India and export from India.

 Need for IGST
Before discussing the IGST Model and its features, it is important to understand how inter-State

trade or commerce was being regulated under indirect tax system.
Pre-GST Regime : It is significant to note that the Central Sales Tax Act, 1956 regulate the inter-

State trade or commerce (hereinafter referred to as “CST”), the authority for which was
constitutionally derived from Article 269 of the Constitution. Further, as per article 286 of the
Constitution of India, no State can levy sales tax on any sales or purchase of goods that takes place
outside the State or in the course of the import of the goods into, or export of the goods out of the
territory of India. Only the Parliament can levy tax on such a transaction. The Central Sales Tax Act
was enacted in 1956 to formulate principles for determining when a sale or purchase of goods takes
place in the course of inter-State trade or commerce. The Act also provides for the levy and collection
of taxes on sales of goods in the course of inter-State trade.

The CST suffers from the following shortcomings :
(a) CST is collected and retained by the origin State, which is an aberration. Any indirect tax, by

definition, is a consumption tax, the incidence of which, is borne by the consumer. Logically,
the tax must accrue to the destination State having jurisdiction over the consumer.

(b) Input Tax Credit (hereinafter referred to as ITC) of CST is not allowed to the buyer which,
results in cascading of tax (tax on tax) in the supply chain.

(c) Various accounting forms are required to be filed in CST viz., C Form, E1, E2, F, I, J Forms
etc. which add to the compliance cost of the business and impedes the free flow of trade.
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(d) Another negative feature of CST is the opportunity for “arbitrage” because of the huge
difference between tax rates under VAT and CST being levied on intra-State sales and inter-
State sales respectively.

 Features of IGST
(a) IGST equals to CGST+SGST. IGST model envisages that the centre will levy tax at a rate

approximately equal to CGST+SGST on Inter-State supply of goods & services.
It is a destination based tax and will accrue to importing state.

(b) It will lower tax burden by taxing Inter-State transaction only once.
(c) B2B transactions – tax will flow to the State where Purchaser claims Input Tax Credit.
(d) B2C transactions – tax will flow to the State of Consumer, otherwise tax will remain in the

State of Seller.

 IGST Mechanism
Since GST is a destination-based tax, all SGST on the final product will ordinarily accrue to the

consuming State.
(a) The inter-State seller would pay IGST to the Central Government on the sale of his goods

after adjusting credit of IGST, CGST and SGST on his purchases.
(b) The exporting State will transfer to the Centre the credit of SGST used in payment of IGST.
(c) The importing dealer will claim credit of IGST while discharging his output tax liability

(both CGST and SGST) in his own State.
(d) The Centre will transfer to the importing State the credit of IGST used in payment of SGST.

 Advantages of IGST Model
The major advantages of IGST Model are:
(a) Maintenance of uninterrupted Input Tax Credit chain on inter-State transactions.
(b) No upfront payment of tax or substantial blockage of funds for the inter-State seller or buyer.
(c) No refund claim in exporting State, as Input Tax Credit is used up while paying the tax.
(d) Self monitoring model.
(e) Level of computerization is limited to inter-State dealers and Central and State Governments

should be able to computerize their processes expeditiously.
(f) As all inter-State dealers will be e-registered and correspondence with them will be by e-

mail, the compliance level will improve substantially.
(g) Model can take ‘Business to Business’ as well as ‘Business to Consumer’ transactions into

account.
Examples of IGST
Suppose - Tax rate of CGST and SGST are 12% and 12% respectively.
 Anil, a Bhubaneswar registered trader, sold goods to Sunil, a Mumbai registered trader, for

` 10 Lakhs and further Sunil sold the goods to Rakesh, a Delhi registered retailer, for ` 11
Lakhs.
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Firstly, Anil sold the goods to Sunil
 Anil willl collect IGST at the CGST+SGST rate on ` 10 Lakhs which shall be (12%+12%)

i.e. 24% of 10 lakh = ` 2.40 lakhs.
 Sunil will get the credit of ` 2.40 lakhs which he can use for further payment of his GST.

This credit will be given after the payment of IGST to Anil on ` 10 Lakhs.
Secondly, Sunil sold the goods to Rakesh
 Sunil will collect IGST of ` 2.64 lakhs ( which is 24% of ` 11 Lakhs)
 Here Sunil shall pay tax ` 2.64 lakh – ` 2.40 lakhs = ` 0.24 lakh (after taking credit of 2.40

lakhs)
 Rakesh will get the credit of ` 2.64 lakhs, which he can use for further payment of his GST.

This credit will be given after the payment of the IGST to Sunil on ` 11 Lakhs.
Since it is destination based,
 From first transaction of ` 10 Lakhs: IGST Tax shall be transferred between Maharastra and

Central Government.
 From second transaction of ` 11 lakhs : IGST Tax shall be transferred between Delhi and

Central Government. Delhi will get the SGST on the amount of ` 11 Lakhs from the
transaction between Sunil and Rakesh.

Hence, Inter-State trade will benefit as the interstate transactions do not have to be taxed twice.
This is in contrast to Pr-GST taxation regime where if you purchased goods from Mumbai you pay tax
there and then again in your state in which you ultimately sell it. These will help the traders to
increase their Inter-State trade by lowering tax burden.

(E) GST (Compensation to States) Act
GST Cess is a special tax that is levied as compensation on the value of supply in addition to the

GST tax. Although most of the cess taxes including Swachh Bharat Cess and Krishi Kalyan Cess were
removed after the launch of GST, there is still cess applicable on some specific products and services.

Need for GST Cess:
After the implementation of GST, only the states where the actual consumption of goods takes

place will receive the indirect tax revenue. This results in a revenue loss for the states whose revenue
mainly comes from the export of goods and/or services. To compensate this loss of revenue for a
period of 5 years, the government has made an act under which a GST compensation cess.

According to the GST cess (Compensation to State) Act, 2017, a compensation cess would be
levied on specific items and services for compensation to the States for the loss of revenue on account
of implementation of the goods and services tax in pursuance of the provisions of the Constitution
(One Hundred and First Amendment) Act, 2016.

GST cess levied this way would be credited to the GST compensation fund, from where it will be
used to compensate the tax revenue losses of the States caused by GST implementation. State
Government’s share will be distributed in the ratio of their total revenues from State Tax on the goods
and services in the last year of the transition period. The unutilized funds, if any, would be distributed
among the Centre and the States equally. The state governments would receive cess in the ratio of the
indirect tax revenues generated by them in the last year before the implementation of GST.



32 GST: Concepts and Applications

 PRE-GST REGIME VS. GST REGIME
Sr. No. Issues Pre-GST Regime GST Regime

1. Broad Scheme There were separate laws for
separate levy. For e.g. Central
Excise Act, 1944, respective State
VAT laws.

There will be only one such law
because GST shall subsume various
taxes as specified above.

2. Tax on Goods and
services

Goods and services were taxed
separately

No differentiation between a “good”
and a “service”; both are subject to
one tax

3 Tax Rates There were separate rates. For e.g.
Excise 12.36 % and Service Tax
15%.

There will be one CGST rate and a
uniform rate of SGST across all
states.

4. Cascading Effect This Problem arises because credit
of CST and many other taxes not
allowed.

This situation will not arise as CST
concept is being eliminated with
introduction of IGST.

5. Point of Taxation Tax is levied on manufacture and
sale of goods, and/or provision of
services.

GST is a Destination-based tax
collected on final consumption

6. Tax Burden Under present scenario, tax burden
on tax payer is high.

Under this regime, tax burden is
expected to reduce since all taxes
are integrated which make it
possible that burden is split
equitably between manufacturing
and services.

7. Tax Credit Only intra-state transactions get
input credit set-off, not interstate
transactions.

Input credit set-off to be available
for intra-state as well as inter-state
transactions.

8. Cost Burden on
Consumers

Due to presence of cascading effect,
certain taxes become part of cost.

As GST mechanism removes such
effect by providing credit, cost
burden is reduced.

9. Concurrent Power Under Pre-GST regime, there was
no such power to both Centre and
State on same subject tax matter

Both Centre and State are vested
with the power to make law on GST
by virtue of proposed Article 246A
of the Constitution

10. Compliance Tax compliance was complex
because of multiplicity of laws and
their provisions to be followed.

Tax compliance would be easier as
only one law subsuming other taxes
need to be followed.

11. Transparent Tax
Administration

tax was levied at two stages in broad
manner i.e. (i) When product moved
out of factory. (ii) At retail outlet.

GST is to be levied only at final
destination of consumption and not
at various points. This brings more
transparency and corruption free tax
administration.
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Illustration
Being a consumption based tax, dual GST will result in better revenue collection for states with

higher consumption of goods and services. This is been explained with an example . (assuming CSGT
at 9% and SGST at 9%)

Under VAT (`) Under GST (`)

(A) Goods-Producer to Whole-Seller
Cost of Production 10,000/- 10,000/-
Add: Producers margin of profit 2,000/- 2,000/-
Producers basic price 12,000/- 12,0000/-

Add: Central Excise duty @ 8%
Add: Service Tax @ 10% on Transportation & Job
work paid

800/-
400/-

NIL
NIL

(Included in GST)
Total 13,200/- 12,000/-
Add: Value Added Tax @ 12.5% (P) 1650/- NIL
Add: CGST & SGST @ 18% NIL 2,160/-
Total Price 14,850/- 14,160/-
(B) Goods –Whole-Seller to Retailer
Cost of goods to the Whole-seller 13,200/- 12,000/-
Add: Profit margin @ 10% 1,320/- 1,200/-
Total 14,520/- 13,200/-
Add: Value Added Tax @ 12.5% (Q) 1815/- NIL
Add: CGST & SGST @ 18% NIL 2376/-
(C) Goods-Retailer to Final Consumer
Cost of goods to the Retailer 14,520/- 13,200/-
Add: Profit margin @ 20% 2,904/- 2,640/-
Total 17,424/- 15,840/-
Add: Value Added Tax @ 12.5% (R) 2178/- NIL
Add: CGST & SGST @ 18% NIL 2851/-
Total Price to the final Consumer 19,602/- 18,691/-
Tax component in price to Final Consumer
(P + Q + R) 2,178/- 2,851/-

Final Price ex-taxes 17,424/- 15,840/-

It is evident from the above example that due to multiplicity of taxes and due to non-availability
of input tax credit across the board the final price to the consumer is much higher not only due to tax
component but due to cascading affect also.
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 LET US SUM UP
 The concept of one nation, one tax, one rate has been introduced in India to overcome

various shortcomings that existed during pre-GST regime like cascading effect, various
exemptions and concessions, lack of transparent, multiple tax slabs rates, multiple point of
taxation, narrow tax base, multiple administration. The fiscal power between state and
centre is defined under the constitution of India. To introduce GST, the constitution (122th
Amendment) Bill is passed in the Parliament. Besides various amendments in the
constitution, the GST Council has been notified and formed. In order to remove
shortcomings during pre-GST regime viz. multiplicity of taxes, free flow of tax credit,
various Central and State indirect taxes has been subsumed under GST.

 GST is a destination based tax on consumption of Goods or services. It shall be levied on
supply of Goods or services. The Indian GST model is a Dual Model wherein the Centre and
state shall simultaneously levy tax on supply except alcohol for human consumption and
five specified petroleum product. The features of Dual GST are turnover based registration,
online compliance, state-wise single registration, benefits of composition scheme for small
business, availability of input tax credit against payment of output tax, cross utilisation of
taxes, Input Service Distributor Mechanism, simple administrative interface, refund
mechanism, Advance Ruling Authority etc.

 The GST shall help in the idea of Make in India, ease of doing business in India, and the
consumer by lesser tax burden. The disadvantages of GST are state-wise multiple
registration, Lesser awareness programme, absence of input tax credit in case of petroleum
product, increased compliance burden, Dual Administration, increased tax burden, higher
administration cost and various challenges in implementation. The entire GST legislation is
based upon a total of 35 Acts viz. CGST(One Act), SGST(Thirty One Act), UGST(One Act),
IGST(One Act) and GST Cess(One Act).

 IGST has been introduced to overcome the shortcomings of Central Sales Tax. The Central
Government shall levy and collect tax on all inter-state supply. The rate of tax shall be equal
to CGST+SGST. The tax collected under IGST shall be transferred to Central Government
and the destination/consuming state. The advantages of IGST are self monitoring, improve
compliance level, seamless input tax credit in the entire supply chain and applicable to B2B
& B2C model.

 As GST is based on destination based concept, on its implementation, the originating states
would incur revenue loss. To compensate the revenue loss for a period of 5 years, the GST
Compensation Cess Act has been introduced. It is a special tax, levied on some specified
supply.
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Question and Exercises

Multiple Choice Questions:
1. GST is administered by

(a) Central government (b) GST Council
(c) State government (d) Both Central and State government

2. Tax not subsumed in GST

(a) Central Sales Tax (b) Service Tax
(c) Custom Duty (d) Excise Duty

3. under the Constitution, the legislative power for Taxation is dealt under article

(a) 301 (b) 246
(c) 304 (e) None of the above

4. Export of Goods is dealt under

(a) Central GST Act (b) State GST Act
(c) Integrated GST Act (d) None of the above

5. Under GST Act, tax payer is allowed to take input tax credit of

(a) CGST (b) SGST
(c) IGST (d) All of the above

Long Question
1. What are the benefits of implementation of GST for various stakeholders?

2. What are the amendments made in Union and State list of 7th Schedule on introduction of GST Act?

3. Explain various differences between Pre-GST regime and GST regime.

4. Explain – Structure of GST under GST.

5. What are the major events that had led to the introduction of GST in India.

Fill in the Blanks
1. Indian GST is based on __________ model.

(a) Central GST
(b) State GST
(c) Dual GST

2. GST has been introduced in India after a ______ years of long journey.

(a) 9
(b) 16
(c) 13

3. Point of Taxation under GST Act is __________.

(a) On Sale
(b) On final consumption
(c) On Manufacture
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4. Under GST, Tax is levied at _____________.

(a) When the product moves out of factory
(b) Retail outlet
(c) On Supply

5. State government can make law on items mentioned in List _____________ of the seventh Schedule of
the Constitution of India.

(a) I
(b) II
(c) III

Short Question
1. What are the taxes which has been subsumed in GST under Central and State Act?

2. Explain - CGST.

3. What are the objectives of GST?

4. Explain – Consumption based tax with example.

5. Explain – “Article 246”.

State Whether the Statement is True/ False (T/F)
1. Tax burden under GST regime is high on tax payers.

2. Input Tax Credit set-off is available under GST regime on inter-state and intra-state transactions.

3. GST Mechanism removes cascading effect of tax.

4. Tax is levied at retail outlet under GST regime.

5. India GST is based on Central GST model.

6. Sale within the state shall have only one tax.

7. IGST registration is not mandatory till the turnover crosses threshold limit of 20 lakhs (10 lakhs in case
of North Eastern States)

8. No tax shall be levied or collected except by authority of Law.

9. State government can not impose tax on sale or purchase during import or export of goods or services.

10. There shall be one CGST rate and different SGST rates across all the states under GST regime.

Answers:
Fill in the Blanks: 1 - c, 2 - c, 3 - b, 4 - c, 5 - b.

Multiple Choice Questions: 1 – d, 2 – c, 3 – b, 4 – c, 5 - d

True/ False: 1 - T, 2 - T, 3 - T, 4 – F, 5 – F, 6 – F, 7 – F, 8 – T, 9 – T, 10 -F
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