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What is GST?

GST is abbreviation for Goods and Service Tax. GST / VAT is a consumption based tax wherein the basic principle
is to tax the value addition at the each business stage. To achieve this, tax paid on purchases is allowed as a set
off/ credit against liability on output/income.

GST is levied on all transaction of goods and services. Thus, in principle, GST should not differentiate between
goods and services.

The term 'GST' is defined in article 366 (12A) of the Constitution of India to mean “any tax on supply of goods or
services or both except taxes on supply of the alcoholic liquor for human consumption”.

Article 366 (26A) of the Constitution of India provides that “services means anything other than goods”.
Therefore, all services will be covered under the scope of GST unless “negative list of services” are separately
notified.




In GST regime, all supply such as sale, transfer, barter, lease,
import of services etc. of goods and/or services made for a
consideration will attract CGST (to be levied by Centre) and SGST (to be
levied by State). As GST will be applicable on supply the erstwhile
taxable events such as manufacture, sale, provision of services etc. will
lose their relevance.

Further, certain supplies, even if made without consideration, such as
permanent transfer of business assets, self-supply of goods or services,
assets retained after deregistration etc. will attract GST. Interestingly,
even a barter of goods transaction which were hitherto un-taxed in
VAT regime, will attract GST.




GST payable as per time of supply




Determining Place of Supply could be the key

At present inter-State supply of goods attract Central Sales Tax. Now, its provides that an inter-
State supply of goods and/ or services will attract IGST ((i.e. CGST plus SGST). Thus, it would be
crucial to determine whether a transaction is a intra-State or Inter-State as taxes will be
applicable accordingly. In this regard, the draft GST law provides separate provisions which will
help an assessee determine the place of supply for goods and services.

Typically for goods the place of supply would be location where the good are delivered.
Whereas for services the place of supply would be location of recipient. However, there are
multiple scenarios such as supply of services in relation to immovable property etc. wherein
this generic principle will not be applicable and specific rule will determine the pace of supply.
Thus, the business will have to scroll through all the place of supply provisions before
determining the place of supply.




Valuation in GST

GST would be payable on the transaction value. Transaction value is
the price actually paid or payable for the said supply of goods
and/or services between un-related parties. The transaction value is
also said to include all expenses in relation to sale such as packing,
commission etc. Even subsidies linked to supply will be includable.
As regards discounts/ incentives, it will form part of transaction
value if it is allowed after supply is effected.

However, discounts/ incentives given before or at the time of supply
will be permissible as deduction from transaction value.

The law also provides for Valuation Rules to help determine value in
certain cases. The Valuation Rules appear to be drafted by taking
few provisions from current Valuation provisions in vague in Excise
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Inter-State supply of goods for conside
Draft GST law provides that an additional tax upto 1% will be levied |
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Reports on GST

The Government has placed in the public
domain four reports on key business
processes i.e. registration, payment,
refunds and returns in GST regime. From
these four reports one can fairly gauge the
broad structure and process in GST regime.

1. Report on returns in GST
regime

Every registered assessee will be required
to file returns (including NIL returns).
However, persons exclusively dealing in
exempted / Nin-rated or non-GST goods or
services would neither obtain registration
nor file returns.

2. Report on GST Registration
This report provides that the taxable
person in the GST regime will be required
to take
State specific single registration for Central
GST (CGST), Integrated GST (IGST) and State
GST (SGST) purposes (multiple registrations
in a State for business verticals would also
be permitted). In GST regime the
registration number would be a PAN based
15 digit alpha numeric registration number.

3. Report on GST Payments
This report provides that the taxable
person will be required to make payment of
CGST, SGST, IGST and Additional Tax
through internet banking. Over the counter
(OTC)
payment could be permissible only for
payments up to Rs. 10,000/- per challan.

4. Report on GST refunds

This report provides that in ten situations
such as exports, excess payment by
mistake, refund of pre-deposit, refund to
international tourists etc. wherein the
taxpayer can claim refund of GST paid. For
export of goods, the report suggests that
the exporter should procure the goods on
payment of appropriate GST and then claim
refund of the same from respective
Governments.

Old provisions re-introduced

Most of the current provisions such as reverse charge, tax deduction, pre-
deposit, prosecution (!), arrest (!) etc. have been continued in the
proposed draft GST law.

The new GST law seems to be a new wine in old bottle as most of the
current inefficiencies has been continued in the proposed GST law.
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No part of this article may be reproduced, reprinted or utilized in any form or by any means electronic or
mechanical without prior permission of the publisher. While every care is taken in compilation of
information contained herein, the publisher cannot accept any responsibility for error or omission or for
the use of trademark, copyrights, brand name, logos or other identifying symbols provided in supporting
and participating companies and organizations. However all possible and reasonable care has been taken
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to ensure that the information in this newsletter is as accurate and up-to-date at the time of printing. This
newsletter is for internal use only.



