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g and Why taxes are imposed
der GST
for Dual GST '




ST — Current Taxes — Excise

» Basic Excise Duty — it is levied based on Section 3 of the Central
Excise and Salt Act 1944 for goods manufactured in India excep
salf

» Special Excise Duty — infroduced from 1978 based on Secti

e Act, 1978. It is levied on all excisable goods t
, IN line with the Basic Excise Duty under th
Act of 1944. Applicability of the Special E

Finance Bill for every year thereafter.

ty on Motor Spirit — it is being levied from
ct 2 of 1998.

xcise on High Speed Diesel Oil — it is being levied

uty of Excise on Motor Spirit — it is being levied
ol as surcharge.




ST — Current Taxes — Excise

» Surcharge on Pan Masala and Tobacco Products: This Additional
Duty of Excise has been imposed on cigarettes, pan masala and
certain specified tobacco products, at specified rates in the
every year.

' alamity Contfingent Duty — it is levied on pan m
co products vide Finance Act 2001. From 2
olyester filament yarn, motor cars, two w

s and crude petroleum oil.

s being levied from 2004 on all Central ta
ducation in India

ucation Cess — it is being levied from 2007 on all
ding of secondary education in India

various products from time to time



ST — Current Taxes — Service

» Introduced in 1994 starting with 3 services
» Latter on expanded to many service — year on year
» Point of Taxation Rules infroduced — 2011 - shiftf from Cash

ing fo Accrual Basis Accounting
2012 — only services mentioned in the list ar
Nv‘\/\l rr\h-l- ~ra ~IlA
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f Services & Reverse Charge



ST — Current Taxes — Import

» Basic Duty — it is levied on imported goods under the Customs Act, 1962.

» Additional Duty (Countervailing Duty) — it is levied under Section 3 (1)
Custom Tariff Act which is equal to Excise duty levied on a product
manufactured or produced in India. If a similar product is not ma

d in India, the Excise duty that would be chargeable on

|ar fo what would have been charged had it bee

dia.

s levied to compensate duty on inputs used
levied under Section 3(3) of the Customs Ac

vied under section 2A of the Customs Tariff Ac
s his good at low prices compared to prices normally
ing country.

vied by the Tariff Commission set up based on
the Central Government to protect the interests of India on



ST — Current Taxes — Import

» Duty on 73 Bounty Fed Articles — it is levied in cases where the
foreign country subsidizes its exporters for exporting goods 1o
the Central Government may impose additional import du

ount of the subsidy or bounty.
i is levied on export of certain goods. At pr

as skins and leather — are subject to exp
of imposing this duty is to discourage e




ST — Current Taxes — Centro

» Central Sales Tax is levied by the Central Government but collecte
by the State Governments as it is an origin-based tax under th
constitutional Sixth Amendment Act 1956.

D> re submitted the tax rates are 2% and in some ca
pted areas)



ST — Current Taxes — Value

» Value Added Tax has been introduced in India to bring uniform
taxation in states and remove tax cascading

» VAT-on sale and purchase of goods along with excise an

applicable, if any, for purchases within the same
al Sales Tax.
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d on hotels by respective State Governm

s levied on entertainment programs, shows,

d gambling — it is a fax on sale of lotteries &
States.



GST — Current Taxes — Challe

> TAX POINT -— TAX APPLICABILITY
Excise — movement of goods
VAT — moment of goods

Service tax — invoicing or completion of service of advance r
which ever is earlier

A I+ : Everica o
G On item price + cXcise at

of credit not available

led differently in VAT / Excise

sification from state to state



GST — Current Taxes — Challe

» REPORTING
Different reports for Excise & VAT

Different treatment of taxes — ITC on CG in case of Excise & VAT




ST — What 1s GST¢

» Goods and Service Tax is a comprehensive tax on supply of Goods
and Services

» A single taxis applicable for goods and services

ﬂVolue Added Tax in few countries like Eur

nted in about 160 countries

mented from 15" April 2016




— Features of Goods and S

» No Tax on Tax or Tax Cascading
» Uninterrupted input tax credit in the supply chain process

» Supply of goods and services share the same tax

sified in same manner unlike current classific
ise and VAT. VAT item classification deferr

N fo destination based taxation



— Features of Goods and S

» No Tax on Tax or Tax Cascading

Taxes are computed only on the item price only unlike current 1
where VAT is computed on ltem Price + Excise Duties

e under current taxation structure
— Rs 10,000

5% = e, 250

15% - Rs 1,687
- Rs 12,937
er GST
— Rs 10,000
— Rs 1,800
Rs 11,800



— Features of Goods and S

» Uninfterrupted Input Tax Credit in the supply chain

Input tax credit is available in the whole supply chain process u
current taxes like Central Sales Tax where credit is not availabl

s are available for input tax credit if purchased forar
V\/\I ﬁﬁﬁﬁﬁ :I\/\ﬁ ﬁI/\INIIf 'I‘I/\ v\ 'I' AV 4
| | |

es share the same tax

tax authority unlike the current system where i
ifferent tax authorities

ds and services

upply of goods and services



— Features of Goods and S

» |tem Classification
= [tems are classified in same manner under central and state

= All states are recommend to maintain the same classification

‘aﬂon to destination based taxation

the taxation

ST which will be replaced with a new will be
in place of the state where sale is taking place:
Impact on the end consumer but on the revenue to
nfs.



ST —The Journey so far

» Moving to GST in India has started way back in 1974.

Report of LE Jha Committe

e suggested VAT

1986 Introduction of a restricted VAT called MODWVAT

1991 Report of the Chelliah Committee recommends VAT /Goods
& Services Tax (GST) and recommendations accepted by
Government

1994 Introduction of Service Tax

1999 Formation of Empowered Committee on State VAT

2000 Implementation of uniform floor Sales Tax rates (1%, 4%,
8% & 12%)
Abolition of tax-related incentives granted by States

2003 VAT implemented in Harvana in April, 2003

2004 Significant progress towards a Central VAT, Sept 2004 GST
— Integration

200506 VAT implemented in 26 more States

2007 First GST Study Released By Mrc EShome in Jan 2007
FM announces for GST in Budget Speech
CS5T Phase out Starts in April 2007
Joint Working Group formed by EC in May 2007
WG Submits its report in November 2007

2008 EC finalizes its view on G5T structure in April 2008

2009 ST proposed to be implemented from 1.4.2010

2011 THE COMNSTITUTION (ONE HUNDRED AND FIFTEENTH
AMENDMENT) BILL, 2011 was introduced

2014 THE CONSTITUTION (ONE HUNDRED AND TWENTY-
SECOND
AMENDMENT) BILL, 2014 was introduced

2015 Introduced in the Lok Sabha for discussion and passage of

the bill




ST — Goods and Services

» The definition of goods and services has been clearly defined and
stated in the hundred and twenty second Constitution Amen
Bill, 2014 as well as earlier in the hundred and fiffeenth Constj
Amendment Bill 2011. It says GST will be levied on ‘supply o
r both, except on supply of alcoholic liquor fo




ST — Taxes under GST

» Taxes under the proposed Goods and Service Tax in India
Central Goods and Service Tax — CGST
State Goods and Service Tax — SGST

Goods and Service Tax — IGST
of 1% on interstate supply of goods



31 — Central Goods and Se

» Taxes which are being proposed to be subsumed under CGST are
Central Excise duty
- Duties of Excise (Medicinal and Toilet Preparations)
| Duties of Excise (Goods of Special Importance)
‘es of Excise (Textiles and Textile Products)
of Customs (commonly known as CVD)
Duty of Customs (SAD)

ges insofar as far as they relate to supply of goods or



31 — Central Goods and Se

» Taxes which are not being proposed to be subsumed under CGST
are

Basic Customs Duty

uty on Tobacco Products (In addition to GST)
Petroleum Products for initial years (In additio



ST — State Goods and Servi

» Taxes which are being proposed 1o be subsumed under SGST are
- State VAT

Cenftral Sales Tax

not levied by the local bodies)
ents
etting and gambling

rcharges insofar as far as they relate to supply of



ST — State Goods and Servi

» Taxes which are not being proposed to be subsumed under SGST
are

State Excise on Alcoholic Beverages
etroleum Products for initial years (in addition to GST
t Tax levied by local bodies

oyalty on minerals

ulatory Taxes, e.g., Vehicles Tax



1 — Infer State Goods and S

» Taxes which are being proposed to be subsumed under IGST are

- Central Sales Tax




T — Additional Tax upto 1%

» Itis being proposed to be levied on inter state sale of goods for a
period of two years

» This tfax will go to the origin state, as states have expressed

lons on revenue |oss
lect committee report “Consideration” ad
d + ~

sideration is received the only it is applic
of stock fransfer to branches where
received.

state that it may be dropped 1o get the billl
a and have the support of the Congress, which

ommend to drop this additional tax



T — Why Dual Taxation

» Globally under GST there is only one tax for goods and services

» Why India has to go for dual taxation — by center and state

Due to be constitutional provisions

a has dual GST, similar fo India called as Har
dor, Nova Scotia etfc




T — Change in Taxation

» Two types of taxation

Origin Based Taxation — Currently we have origin based taxation.
’roxes will be levied based on the location from where the goo
ed like Excise — exempted, VAT Deferment by states.

lected will go to the selling state

| be no concept of exemptions until and unle
stitutional Amendment Bill.

to the consuming state not to the selling state — CST



T — Registration Numbers

» In the current taxation we have different registration numbers for
Excise — Excise Control Code (ECC) - location level

Service Tax — Service Tax Registration Number — based on asse

— State level
el

rt Number

for companies to obtain so many registration er an
ith submission of periodic reports at registration number |



T — Registration Numbers

» Under the registration number is being called as Goods and Servic
ldentification Number

» Registration number is based on PAN Number similar to EC

ﬂos presence is 15 states it has to oblation



T — Registration Numbers

» Format of Registration GSTIN — 15 digits based on PAN

State
Code

HEEEI UL N

rmine the state in which the GSTIN in being ob
ensus. Under this each state will be allocated a

mber of the entity issued by the Income Tax Depa

numeric and it is based on the users requirement to get registration
rtical. There can be 35 sequences maximum for this 1-2 numbers an
X payer is going for a single registration then it will be 1 in the thirteer
ore than one registration like one two business vertical say for examg
bles and another for automobiles then the second one will be having
and the third registration number will be having 3 in the thirteenth fielc

reserved by the GSTN for the future use and the 1



T —Tax Point

» In general parlance Tax Point refers 1o the point or event when the
applicable for the transaction.

Excise — movement of goods

oment of goods
‘woicing or completion of service of advance
Nt is proposed 1o time of supply — goods
deftermined based on earliest of the 1'
goods are removed

oods are made available to the buyer

supplier issues the invoice
supplier receives the payment

he buyer shows the receipt of the goods in his



T —Tax Point

» Under GST tax point is proposed to fime of supply — Services

» Time of supply will be determined based on earliest of the fol

Date of issue of invoice or date of payment which ever is earli

d period
letion of the provision of service or the date ofr
: : :.IL' -i-l,-. e

A~ v/~ e AT iceriaA wasitlais e A N .
Ne IivoiCe 15 1101 155UCU WIIHTHIHN ITIe PIesC

recipient shows the receipt of services in his

t applicable .

t freatment for reverse charge, continuous supplies etc



T— Value of taxable supply

» Itis being proposed to have taxes on fransaction value if
consideration is received

transaction value include ¢ — does it include di
e, packing charges, forwarding charges e

L
.



T — Input Tax Credit

» In the current taxation all the taxes are not eligible for taking credi
— Entry Tax, Octori, Central Sales Tax, etc

» These increase the cost of the production and there by incr,

ices of the goods to the end consumer
xes Will be eligible for availing the credit, t
~ 1 1L | = aya

f i + will
I ProGUCTION aS Tne 1Ianaea COST Wil CoOMm

g on the benefit 1o the end consumer.



T —Input Credit

» Let'ssee an example under the current taxation

1,000.00 14.00%  140.00 240.00 1,380.00  2.00% 27.60
1,380.00 2.00% 27.60 127.60 1,635.20 15.00% 230.28
1,635.20 15.00%  230.28 100.00 1,865.48 15.00% 279.82
1,865.48 15.00%  279.82 2,145.30

iIn the current tax structure. In the value ade

plus the amount of non-recoverable taxes i.e. in The first s
lys input tax of Rs 140 but on that he is not eligible to take

axes and output tax being CST, as result the excise taxes a

addition. In the second stage and the third stage the
and consumer are in the same state, Value Added Tax of 15




T —Input Credit

» The same example in the proposed Goods and Service Tax

1,000.00 15.00%
1,250.00 15.00%
1,637.50 15.00%

o

150.00
187.50
230.63

100.00 1,250.00 15.00% 187.50
100.00 1,537.50 15.00% 230.63
100.00 1,768.13 15.00% 265.22

for ease of computation purpose considers .
@ 15% and explaining the impact on the taxes and the fi
onsumer buys. We could see that all the taxes are recove
here is no iImpact on the value addition with the non-
he final price which the consumer pays under GST is Rs 203
.30 pre GST. The price difference is due to un interrupted cre




T —Input Tax Credit

» Under current taxation credit is available on receipt of goods in
case of excise and invoice in case of service tax.

> Chonges are being proposed in the credit mechanism und

revenue leakages in the system.
ue leakage it is being proposed that credit
an thoa callea mite tha t~Avace

en ine seier remiis ine 1axes.

to infroduce rating system for dealers



T — Input Tax Credit — Offset

» CGST, SGST and IGST are eligible for input tax credit

» Input tax offset hierarchy
- CGST-CGST, IGST

CGST and then SGST



T — Reporfing

» In the current taxation various reports have 1o filed for different tax
regimes / authorities from time to time.

» Excise —ER -1, ER -2, ER -3} ER=5

—ST-3
returns

rm 1

rts



T — Reporfing

» Under GST it is being proposed to have only few reports

GSTR-1 Return - Outward supplies made by taxpayer
GSTR-2 Return - Inward supplies received by a taxpayer
=3 Refurn - Monthly refurn —
ing Taxpayer Return (GSTR-4) - Quarterly return for ¢

ent Return (GSTR-5) - Periodic return by Non-Re
Return for Input Service Distributor (ISD)

Return for Tax Deducted at Source

-8) - Annual Return

be filed based on the nature of the entity and



T — Reporfing

» There are few challenges with reporting

» Itis being proposed to have online filing and each transactio
for sales and purchases
v alidate if supplier has paid the credit and bas
vailable

handling such requirements ready ¢
vernments have the same level of IT




T —Impact on Business hous

» Training of the Manpower
What taxes to be applied after implementation ¢

Example of bulk drug industry — inputs are excisable and outp

[ nfinue in GST also ¢
decision ¢ —is outside processing applicable?

available only on payment of taxes by suppli

ions

ers with inclusive taxes else impact on bottom line —
ntly 14.5% after GST it will be above 14.%.



T —Impact on Business hous

» Impact on costing of the products & services
Input Tax Credit is applicable on all taxes

Impact on costing on procurement of goods and services —w

on transpiration costs and inventory holding costs du
f lead times

Capital

le only on payment of taxes by suppliers

efined as supply — is Tax applicable ¢if yes impact on



T —Impact on Business hous

» Changesin IT Systems

Current tfransaction processing for Receipts / GRN's and Invoices
Reqisters —

code for SGST also

ustomizations

f end users for new systems

g is based on tax implications with same tax PAN
ld required ¢

d with minimum number of warehouses ¢



T —Impact on Business hous

» Future Business Plans
» Under current taxation new units are setup based on tax benefit

» Will the same work in future as there will be no longer tax ben

ar place of availability of



T —The road ahead

» Wil the bill be passed in Winter Session of Parliament ¢
» Will it be practical for implementation from 15" April 2016

» What will be tax rate — Revenue Neuiral Rate



T — Additional Information

» Facebook page - for latest news on GST - www.facebook.com/in

» Blogs - https://indiagstdotin.wordpress.com/
» Website - http://india-gst.in/

mcqupfo@india—qs’r.in
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