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mﬁ- C{)I"ICE,[JT. of UAT and various m&unlﬁa% undes VAT

concept of VAT :-

VAT works on the principle that when vowmateial passes
though  various manufacturing  stages and manufactuved poduct  passes thsough
vaviows  distyibution stm]es, tat should he levied onthe ‘value ndded’ at each
Stage and not on the qross soles price- This ensuves that Same Cnmm{;xj'.tl_,i does
ol get toxed again and again and these is N0 Coscading effect - In Simple tewns,
‘Walee Added’ weans diffesence bekween %@Hina pr?ce, and puwchese price - VAT avoid
CnSf:ad.'ung E‘HECI- gf a ‘o

Bastlly , AT 1S multi- poink ok, with provision for gmnﬁnf
Setoff (Gredit) of the tox poid at the easlies stage. Thus, tox bugden & possed
on, when Qoods oxe Sold: TS process continues il Joods aze {ﬁnaﬂﬂ Consumed
Hence, VAT is tesmed ob 'Consumption type’ tox- VAT works on the pwindple of
“tax Credit System’.

Meaning of Cascading effect:-

1§ o tar based on %Wing price of o psodud the ot
busden goes on ’mtr&n‘:‘ﬁﬂa ah %aw matesial and{final pwoduck portes fom
one. Stage 1o othes. for Grample,

cupplies 1o '@ ok 1o|- supplies ¢ ot 165]-
A

1€, 100 l07 tas ’-“ﬂ_[:}E 12, 110440 (Conveision %ﬁmqﬁ]
= 150 407 tox =1ps|-
™ facl ;, 'volue Added’ by B is only 4ol-, tax on which would
have been only 41—, while tat paid was ¥8]- - As stages of production  and|or sales
continuey, ach Subcegpent puvchoser hoy to Pay ‘tat oagain nndaqﬂ'm on the

matesial whieh hoy alseady suypered tax. ™is 15 called kCusc:udmj effect’ oy,
Snow ball effect-

/AT avods Ca.s;r:mii_rﬁ effect of -I;.:El_

System of VAT works on tox Gredit method: Tn Tax Gedit Method
of VAT, the tox levied on Hfull sale price, but Gedit s given of too paid on purchoses.
T | effectively 4ot Veyied only on 'valie Added .



In the said exomple, 'R will puchare qoods  from A & ol , Which
s nclusive o} tan o} 3\0)-- Here , '@ \g quing to get Credit of tax of 710--
Ae will Chosge Comvession Chasges of 3Wwl- and sells qoods at Fwol-. e will chawae
107 tar ond ¥aise Tnuoice of 2154)- to¢' (lwo)- +io)- tax) TN the Tnuoice prepde

oy @', the tax shown will be of Ty J-+ huy, B will be pdid tan Iyl Dnhj}% !
15 Paying tax on the value added.

Principles for implementation ofvat

principle of O¥igin ]Snurce - = Hpﬂ,~r~u-;jp'pa 0‘} Deshmi:mnj_ E:Pnsump’cmh

» Country totes only the value addition

Nade 1 Goods within it texs towy made 1o all those qoods, which axe
iwespective of the place inwhich or Consumed within 1ts Irespective of
Puvpose. {for which such goods ose corsumed . the place Tn which stich value oddition

1= ﬂs ;
(Not accepted in India) - : ¢ Accepted Tn Trdfa)

- Cnuntrnf Taxes the valve addiYbon

Vaviarts of VAT
v I} =

Income Vaxiant

avess product yayFant

a is levied on all sales Ta is leviedl on all Sales -ax js levied on all sale.
J l &

eduction allbwed. on all Haw Deduction allowed. on all peduction altowed onall

1atesialy exdeept chp}taf gggds. saw matesials and for ow matesialy Iﬂc[u.diry

Capital Qoods, only onthe  Capital goods .
depoaciation charged .-
ie, provalabansis .
Methods of computation of vAT
Jdition Method Subtraction Methed Tnwoice. methed
vouches me
Tox Credit Mmethoa.
ot T levied on value T is levied ot every Tasislevied. ot evey
Hition only at evesy stoge Stage of sale but totis stage. of sale. gtax iy
fsale . Coladated only on value calelated. on total
addition Mmade. Sale values
je, Touable Twmover x Valarole sellex pay 1ol after
otV Jeducting Tnput:

&, ¢ sales - purchosey)x 5
og

ah /AT arsale xmx {a=b)

wiPwChode  xxc T poug el

je, sale XK
'?u ATORDUY xxx



BUSINESS - Rusiness “neludes —

— oy tsade, commexce o monufactuse | or, any adventuse gy concewn n the raty
of twade, commexce o, manufactuze rwhethes or,mot  Such tsade, commence
& Mmanufactuxe ; adventure ov Concexn s camsied on with o motwe +o gain o

profit  and whether o, not any gain or, Pwfit  accwues from such trade,
Commexce, Manu fac ture. , aduentuse o, Con cexn L Qvid

= oy tsonsaction i connection with g, wnaidevital oy, ancillexy o, such tzade,
Commexce. ; wanufockuse. , adventuse or, Concesn : ard

= any tsansaction n Conmection with the Gmmencement oy, inddental or ancilloy

® the cowmm Encement or closuve of such tsade  Gmmesce., manufackuse ,
adventuse, o, Concesn;-

Explanation. ‘fnr the puipose of iy clouse

i) the activities of Yalsing of manmade fovesis orneaxing of seedlings ox plaviy
shall be deemed %o be business,
W) &ny  tronsection of sale o Pusehose of capital Joodsy pextaining to such

tsode | commeyce. manufachuse , adventuse or Concesn sholl be deemed o
be businesg:

W) R sale o, puchane whethey by Wimee\ or thaough an agent of ageiultusa)’

or hovti cultugo) produce. qrown by hingelf oy grown on Ay \amd. whethes
ar ownes or tedart n the form wet diffewernt from the. owe Inwhich 1%

way produced. | Save Mexe cleamning » Jroding oy snﬁt‘mg does not
Constitute business.

w0dS—  Goods defined oy

- Goods means all kinds of movable propexty other than newspapess, ackionablk
Claims | stocks , shases andsecuxities , and Sncludes all matexiols, asticles, Commodite)

'?nc;\ud'mg the goods 4 qoods or,in Some. okhes fosm Snuolyed, in execulion
of awosks Contsact oy those qoods used or o be used ?n the. Constsuction,
fitting ouk ; Tmprovement or :epaly of movable or immovable pwperty andabo
Tnclades all qowing Ceops and things atlached, to or fosming post of the
land, which o%e agxeed to be sewvered befose Sale ey undes the Gntsadk
of Sale . d



piffeserit types of Goods
l‘ -

— LA
_Futuse goods = _Specific goods ascextained ; unascextained
l l ___lgﬂ ﬂd.g gnu(js

socds to be manufactuzed — Goods identifred & @oods dentified in - Goods which aze
ar procuced, or acquived by agreed. upon atthe accosdan Ce with the midentified & it s
the celler aftex making  time ofdontract of  agreement afterthe left o seles o
the contsact of sale. Sale ane made. time acontsach of  appor tion the

Sale s made aom EI'UJ‘:..EI'f sy
stk 1o the buyes
S_E"___lﬂ" ‘sale with all it gmﬁmaiim\ Jagiaions mﬁma“ﬂm QAPIESSIONS TNeanh
evesy tsanes of e paoperty W goods (whethes 85 Such goods or in any othes
form in purSuance of aContsoct or otheswise ) by one pesson to an othex in
cowse of tsade ov business, for cash o for defesved poyment, or for any
othes Valuable Considesation or'n the Supply ex distsibulion of qoods by o
soctely (wncluding opesative. Sociely) , club, firm or assodakion toiB e
but doexnct mclude o mortgage. , hypothecotion oy pledae. of, ov a chozge on
qood-
Deales:- ‘Deales’ means gny PessON Who cassi@y on the. businews of buying,
selling, ':':qpp‘lqing OY daz‘tmbu’cmg caggdu, oY de\m@_ﬁ?ﬁcj raand.b on hive puychose oY
on any system of pagmesk by in stalmendy , Or Casxies on or exrecutes any
works cont¥ack n voluing Supply ox we of matesial divectly or oYhesuise,
whethes for Cadh o for defesxed payment O for Commission, aemanesation oY
other Valuable considesation , and mcludes :

=3 A Company ; A HUF ey any sociely tncuding Cooperative. Society ycludy fiem
oy a.Ssociation whicdh Cossies 0N such HusSinem;
—5 a society  wcluding a Co-opesotive Society o, fiem of) 0SSeEaion
which buys EanDdA from ,ov Sels, Supplies oy distribuke qnndm ol membessy
-5 o Conual T¥odes,
~» any pesson , who may, M the owsse of businers of vunminga sestaurank
oy an Eﬂ.ﬁ;ing houre, or o hote) by whalevey Nowe caled, se\W or supphies by
way of or oy part of any Seguice oOv N owy othes momnes whok <o eles,
ot qoods, being foed OF A7y obhes  otticle fos humon Consumplion of AT
dyvink whethes oy not m”tox'ncotmg-‘



~»-any pesson who may tyansfer the. Hght to the use of any  Good ‘Eormu.)
purpose whatsoevey Whethes or not {ov aspecified pesiod 3 the Course, &

business +o any othes pesSon;

=> a ComMission ogent, a byokes, oo delcsedexe, agent ; an auctioneey gy any
othey mexcantile agent | by whakevey name called | who caggien oV the busing
of buying ,selling ordistéibuting geeds ov behayf of 4y prndpal oy prindipal

TAXINVOICE - g seqisteved dealey selling any taoods, Moy issue to the
Purchases o 'Tax ‘nuoice! Containing the folbwing pasticulars and netain a cop
theraftes for thee yeavs from the end of the yeax inwhich sale took Ploce:

-5 TAX INwoICE! must appeay n bold at top oy, prominent place -
— Name, addvesc and, amaisﬁ.:ﬁuj[ﬁ[}n numbes of s.e,‘\".iﬂfj deales

— Name qnd Aciyess of the puxchu%‘fna deales

= 5exia) numbes ond) date.

-5 Lescyiption, Quarkiky and price of the Joods sold.

~ T™e awourt of tax Chuﬁged s o be shown Se.pﬂatehj.

2 Signed. by the SEJ.\iﬁtj dealey or,a person authovised by him.

To claim Tnput tax Geedil , the puschases ™must have {ax invoice.



