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Introduction to GST

GST is known as the Goods and Services Tax.

It is an indirect tax which has replaced many indirect taxes in India such as the excise
duty, VAT, CST, Services tax, Entertainment Tax and Luxury Tax etc.

The Goods and Service Tax Act was passed in the Parliament on 29th March 2017 and
came into effect on 1st July 2017.

Goods and service tax or GST will be one tax which subsumed all the indirect taxes.

The slogan of GST is “One nation one tax”
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Background to GST:

The Structure of Indirect Tax in India (as existing up to 30.06.2017) was based on the 3
lists in the Seventh Schedule to Constitution of India, which came into force on
26.01.1950

These lists are mostly based on Government of India Act, 1935 and the provisions were
based on situations prevailing in 1935

The structure had become outdated due to changes in the situations, technology and
factors prevailing in the economy etc.,

World has moved towards common Goods and Service Tax (GST) long ago.
However, so far as India is concerned, GST is the tax for 21st Century

It is rightly said that India is like an elephant, It, takes time to start, but once started,
it is very difficult to stop it.

Finally, India has moved into GST. The Goods and Service Tax Act was passed in the

Parliament on 29-03-2017 and came into effect on 1st July 2017.

GST is a one-way street - now there can be no going back. We have to face the

challenges of GST and move forward.

Prior to Constitutional amendments Central Government does not have a power to
levy tax on goods and State Government does not have a power to levy tax on Services.
Except Imports and Exports, as it always subject matter of Central Government
After passing the 1015t Constitutional Amendment Act, 2016

Cross levy of powers introduced it means Central Government can levy duty on
Goods and State Government can levy duty on Services

GST levied in such a way that both the Centre and the States received the power to

levy and collect it
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It is an indirect tax which has replaced many indirect taxes in India such as the Excise

duty, VAT, CST, Services tax, Entertainment Tax and Luxury Tax etc.

Goods and Services Tax Law in India is a

Comprehensive: GST has wider in scope

Multi-stage: GST is levied on the value additions at each stage, i.e., the monetary value

added at each stage to achieve the final sale to the end customer

Destination Based Tax: GST is called as destination-based tax or consumption-based

tax, it means Goods and Service Tax is levied at the point of consumption.

Taxable Event under GST is “Supply”: GST is levied on the Supply of Goods and

Services

GST is levied on every value addition.

Under the GST regime, the tax is levied at every point of sale.

GST is a single domestic indirect tax law for the entire country.

In the case of intra-state sales, Central GST and State GST are charged.

All the inter-state sales are chargeable to the Integrated GST.



Note:

#+ Destination Based Tax: GST is called as destination-based tax or consumption-based

tax, it means Goods and Service Tax is levied at the point of consumption.

Ex: Consider goods manufactured in Telangana and sold to the final consumer in Odisha.
Since the Goods and Service Tax is levied at the point of consumption, the entire tax

revenue will go to Odisha and not Telangana.

Features of GST:

» GST has mainly removed the cascading effect on the sale of goods and services.

> Removal of the cascading effect has impacted the cost of goods, since the GST regime

eliminates the tax on tax, the cost of goods decreases.
> Also, GST is mainly technologically driven. All the activities like

v" Registration,

v" Return filing,

v Application for refund

v’ Appeals to Appellate Authority
v Response to notice

> Needs to be done online on the GST portal, which accelerates the processes.



Structure of GSTIN: 21 AHXPK0062G1Z1

GSTIN is a 15 characters Alpha Numeric

Here is a format break-down of the GSTIN:

v' The first two digits represent the state code as per Indian Census 2011.
v" Every state has a unique code. For instance,
v State code of Karnataka is 29
v' State code of Delhi is 07
v" The next 10 digits will be the PAN number of the taxpayer
v" The 13t digit will be assigned based on the number of registration within a state
v' The 14th digit will be “Z” by default “code”
v" The last 15t digit will be for check digit / code. It may be an alphabet or a number.
Note:
* Maximum 35 (9+26) GST registrations can be taken in a single state
» GST Registration is required in every state where ever we carry our business
operations
Advantages of GST:
1. Removing the Cascading effect of tax
2. Higher threshold for GST Registration
3. Composition scheme for small businesses
4. Single return cum challan payment either monthly or quarterly
5. Simpler online facilities for GST compliances
6. Availing ITC on eligible goods and services including capital goods
7. Export of goods or services without payment tax based on LUT



8. Defined treatment for e-commerce activities

9. Concept of e-wayhbill & increased efficiency in logistics

10. Regulating the un-organized sectors like Transportation sector like GTA

11. Overall lesser compliances

12. Elimination of physical copies say C-Form, H-Form etc., in the course of inter-state

sale or deemed exports

Type of Taxes in GST:

There are 3 taxes applicable under GST: CGST, SGST & IGST.

< CGST: It is the tax collected by the Central Government on an intra-state sale (e.g., a

transaction happening within Maharashtra)

<+ SGST: It is the tax collected by the state government on an intra-state sale (e.g., a

transaction happening within Maharashtra)

<+ IGST:It is a tax collected by the Central Government for an inter-state sale (e.g.,

Maharashtra to Tamil Nadu)

In most cases, the tax structure under the GST regime as follows:

Transaction New
Regime

Sale within CGST +
the State SGST

Sale to IGST
another State

Old Regime

Central Excise +
VAT / Service
tax

Central Excise +
CST / Service
Tax

Revenue Distribution

Revenue will be shared equally between the Centre
and the State

There will only be one type of tax (central) in case of
inter-state sales. The Centre will then share the IGST
revenue based on the destination of goods.



Sources / Elements / Components / Ingredients of GST:

—

. The Central Goods and Services Act, 2017

2. The State / UT Goods and Services Act, 2017

3. The Integrated Goods and Services Act, 2017

4. Goods and Service Tax Rules, 2017

5. Decisions taken in Goods and Service Tax Council Meetings
6. Annual Finance Act

7. Circulars / Notifications issued by the CBIC

8. HC / SC Judgements

Sources of Law

Notification
s




Taxable Event:

» The Foundation stone of any taxation system is “Taxable Event”

» It determines the point at which tax would be levied

» Before levying any tax, taxable event needs to be ascertained.

» The GST laws resolve these issues by laying down one comprehensive word called as

taxable event i.e., “Supply”

What is
supply under

GST?

Parameters of “Supply”:

» Supply should be of Goods or Services or both

> Supply of anything other than goods or services like money, securities, actionable
claims etc. does not attract GST

» Supply should be made for a consideration

» Supply should be made in the course or furtherance of business.



Section of 7 of CGST Act, 2017 “Supply” includes:

v

==

Activities or
transactions
undertaken
by CG/SG/LA
as may be
notified by
Govt

!

{Govt by notification specify

transactions to be treated as |

-

L]
¥ ¥
Supply of Supply of
service not goods & not
as a supply as a supply of
of goods service

¥ ¥ ¥
All forms of Activities Activities to a5
sale, transfer specified be treated as Al:t1\f|t|els o
barter, Importation in supply of translactlolns
exchange of service schedule-| goods or specified in
licence, rental SErvices as Schedule - lll
lease or referred toin
disposal Schedule- I
} !
Made or Made 0f1
agreed fo be agreed to
made be made
v
r E
For For Without
consideration | | consideration | | consideration
' .
In the course | PSS
of business Inthe course of
or business or
furtherance furtherance of
of business business




Schedule-I of CGST Act, 2017

Activities to be treated as “Supply” even if made without Consideration

( )

In these cases, even though consideration is not charged, it shall be regarded as supply

!

{ I I :
Permanent Supply b/w Supply of Supply
transfer/ distinct goods or Principal & between
disposal of persons services by Agent related
business assets employer to BEIE0NS
employee
l l v
T e R
% Transfer of assets ls;tlfma and St a;:::f !::I ItEe el Import of
byH.Cot05.Co another reg.est o regarded as togprlen s service
% Donate old in other state supply supply
laptop to Schools shall be distinct
& Acloth retailer persons y
giving clothes Gifts not exceeding l |

free to his friend

!

This pravision will
apply only when [TC
has been availed by
Transferar

50,000 in year are not
asupply

Employer gives dussera
gift of 55,000 - treated as
supply for levy of GST

'

Refer page
2.10 (CASE 7)

Only if made in the course
of Business




Schedule-II of CGST Act, 2017

Activities or Transactions to be treated as “Supply of Goods” (or) “Supply of Services”

Manufacturer

( )
Y ' ¥
Transfer Land or Building Transfer of Bys‘iness Assets
\] L \
Supply of supply of g SungI\,-*of goods Supply of "_\gruiua-
go;ads ser\:ce Lease, tenancy, N = \
easement, licence Goods held for
-Title in goods Right in goods without to occupy land business but put to
-Tilile ingoods under  transfer of goods private use with or
agreement at future date : - without consideration
Exception s
Business transferred as Going concem A director using car
provided by co. for
personal travels
] v v Y
Treatment or process Certain specified service Composite supplies Supply of service by unincorporated
v v v AOP/ BOI to its members for cash or
Supply of service 1.Renting of Immovable properties Supply of services deferred payment
Y 2. Construction of civil structure, complex etc.., Y
Treatment of process 3.Temporary transfer or permitting use of PR
applied to other person's ~ 4.Development, design, upgradation etc,, of [Ts/w 1. 1. Club membership fees-service
goods 5.Agreeing to obligation to refrain from an act or 2 2. Alocal club supplies snacks
v tolerance of an act or situation or to do an act during monthly meeting for
Eg- 6. Transfer of right to use any goods for any purpose nominal payment.-service
Jobwork performed by
jobworker on goods
supplied by Principal Treated as supply of services




Schedule-III of CGST Act, 2017

Activities or Transactions which shall be treated Neither as a “Supply of Goods” Nor A

“Supply of Services”

v

Y ! '

Services by Services by / Services of \ / | oot org \ Actionable Functions performed by
3 a) Sale of lan .

Employee to District a) Funeral b} Sale ofBuldin claims M.P’'s, MLA & other
employer in courts b) Burial i constitutional Duties
the course of ¢) Crematorium Wiese o

| d) Mortuary consideration is received
employment :
. i e) Transportation after completion
i€ salan) of deceased certificate

\_/ However works contract

In case payment to directors

would come underGST/

v
v !
TDS u/s 192 TDS u/s 194
v ' v
No GST GST chargeahle (but under RCM)
Y

Supply of goods from outside
India to Outside India without
such goods entering into India

v

person by endorsement of documents of title to
the goods after the goods have been dispatched

Supply of warehoused goods to
any person before clearance for
home consumption

from the port of origin located outside India but
before clearance for Home Consumption (i.e.,
High sea sales)




Supply from DTA to SEZ & Vis-a-vis

GST Registration for Supplier to SEZ

Supplies from SEZ to DTA

-Thank You-
By
CMA Kedarnath

Kedarnath.potnuru@gmail.com

Mobile No # 9985162155 Hyderabad.




