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Benefits of GST

Government:
Reduction in number of taxes at Central and State level- At least by 2/3rd
Increased tax collections due to wider tax base
Efficient administration
Business:
Reduction in cascading effect of multiple taxes
Easier Compliances
Decrease in effective tax rate of many goods
Consumer:

Reduction in incidence of tax on goods
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GST IN INDIA

Dual GST structure proposed- CGST & SGST
Interstate Transactions- IGST

13/15 Digit Registration No.

Minimum variation in Exemption lists

Other than Negative List all under GST
Separate administration of CGST & SGST
Uniform- returns, filing , rates & HSN etc.
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KEY FEATURES IN DISCCUSSION PAPER

. Basic Structure

— Dual GST comprising Central GST and State GST to operate concurrently
— Each-one to be levied on both - goods and services

— Taxable event of ‘supply’ as against manufacture (excise) and sales (VAT)
+ Coverage

— Imports may be subjected to GST

— All services other than those in the negative list to be charged to GST

— ldentified taxes to be subsumed in GST

— Thresholds to be prescribed under Central & State GST

. ates

— Aggregate rate of GST could be between 15% and 20% subject to exceptions
— Lower SGST on essential commodities & precious metal, CGST may follow suit
— Standard norms for classification: -- Goods: HSN /ITC code

- Services: Tradable services under GATT
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KEY FEATURE--- Cont..

Inter-state transactions

Goods to be taxed in the destination State
Services to be taxed based on principles to be formulated
Input tax Credits (‘ITC?)
Credit of tax paid under the Central and the State GST
Cross utilization of credits between Central GST and State GST not permitted
Refund of unutilized accumulated ITC
Exemptions
Common lists for Centre and States with little flexibility for States to deviate
Existing incentives to continue either by way of ‘remission’ or ‘refund’
Petroleum products to be brought under GST - possible exception of MS and HSD

Taxation of commodities like tobacco & liquor to be kept outside the GST regime
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Issues and Challenges

Taxation of Petroleum /Alcohol/Tobacco — how to be subsumed in GST

Set-up uniform tax dispute settlement system

Comprehensive IT system to check revenue leakage & improve compliance level
Re-organise functions and train the personnel

Integration and IT enablement of check-posts

Dismantling of the regime of declaration forms

Dealing with accumulated tax credits under existing law

Formulating transitional provisions

Harmonise Central and State machineries
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Taxes to be Subsumed in GST

Excise Duty Value Added Tax

Entry Tax/ Octroi

Entertainment Tax

Additional Customs Duties (CVD/SAD) Luxury Tax / Tax on lottery/Betting / gambling's

Service Tax

Central Sales Tax

Surcharges & Cesses
Surcharges & Cesses

GST

Y Y

Central GST State GST
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IGST

on inter-state supply of goods

— Designed to protect the tax credit mechanisms throughout the supply-chain

— Shift from present structure of origin based tax to destination based tax

« Levy GST on entry of goods into destination State, or

« Pre-paid GST to be collected by State of origin which will remit to the destination state
+ GST on cross border services will be far more complex
— Principles of taxability may be formulated based on:

+ Place of location of immovable property

+ Place of performance of services

« Location of service recipient (e.g. telecom and e-commerce)

+ Location of service provider

« Others (e.g. point of origin — for travel / logistics)
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GST : Impact on operations

0 GST would impact every aspect of business operations

O Business drivers would define supply chain

O Pricing needs to reflect GST efficiency

O Accounting/ ERP system need to be GST enabled

O Tax Management Function would need to be re-engineered
O GST would impact every business: positive/ negative?

- depending upon final GST design & business parameters
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