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GOODS AND SERVICES TAX

What is Tax?

The word tax comes from a Latin word “taxo”. A tax is a compulsory fee or financial
charge levied by a government on an individual or an organization to raise revenue for
public works. The collected amount is then used to fund different public expenditure
program. Failure in payment of taxes or resisting to contribute towards it invites
punishment under the pre-defined law.
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Types of Taxes

An entity has to pay taxes in various forms. Depending on the manner in which they are
paid to the taxation authorities, these taxes are classified into direct and indirect taxes.

< & THIL

TF/ FTSA il [T AT & ST AT SEIATT HLAT T2l gl ST STl GIT o ST
& T o AT TY, S Tl STILFS 3o 3T TA-STALAE < | 12T ST 2l

Difference between Direct and Indirect Taxes

Direct taxes are non-transferable taxes paid by the tax payer to the government and
indirect taxes are transferable taxes where the liability to pay can be shifted to others.
Income Tax is a direct tax while Goods and Services Tax (GST) is an indirect tax.
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DIRECT TAXES INDIRECT TAXES
These are paid directly by the These are paid by one individual/
individual or entity to the entity to the government and
central/state government subsequently the tax burden
is passed on to a different
entity/individual

Examples of Direct Examples of Indirect

Taxes in India are: Taxes in India are:
Income Tax 0 Goods and Services Tax (GST)
Corporation Tax O Value Added Tax (VAT)
Capital Gains Tax 0O Customs Duty
Profession Tax O Excise Duty
Property Tax O Securities Transaction Tax
Road Tax O Dividend Distribution Tax
Stamp Duty O Sales Tax

Introduction to GST

GST is a transformational tax reform in our country since independence. All the existing
indirect taxes being currently levied by Central and State Governments will be subsumed
under GST. GST can be termed as “One Tax, One Nation and One Market”. GST is a
highly compliance driven law.
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What is GST?

GST stands for Goods and Services Tax which is concurrent levy of taxes on “Supply” of
goods and services. GST is an indirect Tax. GST in India will be dual system, where the
Central and State together will levy tax on supply of goods and / or services, within the
State (Intra-State) and Inter-State. Which was rolled out on 1 July 2017
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Types of GST

There are four types of GST, Integrated Goods and Services Tax (IGST), State Goods
and Services Tax (SGST), Central Goods and Services Tax (CGST), and Union Territory
Goods and Services Tax (UTGST). The taxation rate under each of them is different.

Difference between different types of GST

Central Government | Central Within a single state, i.e.
Government intrastate

State Government State Government | Within a single state, i.e.
intrastate

Central Government | Central Between two different states or
and State Government a state and a Union Territory,
Government i.e. interstate

Union Territory (UT) = Union Territory Within a single Union
Government (UT) Government | Territory (UT)

GST Rate
0% 5% 12% 18% 28%
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Taxation System
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2. Value Addition Taxation System.( ¥rs <t Tax a1 faar &1 g
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Addition Tax gar )

Cascading Effect

Cascading tax effect is also termed as “tax on tax”. GST eliminates the cascading effect
of all indirect taxes in the supply chain from manufacturers to retailers, and across state
borders.

Pre GST Post GST

4,00,000 i Cost of Manufactures 4,00,000

40.000 CGS5T@11% 44,000
Excise + Infrastructure cess @ 10 % ! SGST@11% 24,000

varlze 78w 4,88,000

92000 [§ D220 +20.000
Dealer Cost (4,00,000 + 52,000) 4,40,000 -
Margin @ 10 % 40,000

Margin @ 10 % 44,000 :
Sale Price for delear Sale Price for delear 4,40,000
CGST@11% 48,400
536,800

Dealers Tax Liability Tax liability
Net VAT / GST after set-off GST after Set off 8,800
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Regular \ Composition
Turnover Greeter than Turnover less than
Rs. 1.5 crore per annum Rs. 1.5 crore per annum

Unregistered
Turnover less than
Rs. 20 lakh per annum

Consumer
N-A

1% GST tax to be paid on turnover
5% GST tax to be paid on turnover
(For Restaurant)

Regular Dealer Purchase to Regular

GST Applicable

Dealer

Regular Dealer Purchase to Composition .

8 P GST Not Applicable

Dealer

Regular Dealer Purchase to Unregistered | GST Applicable but TAX | Tax on Reverse Charges Claim for Input Tax
Dealer Pay to Directly Gov. Increase of tax Liabilities Credit

Composition Dealer Purchase to . Decrease of tax
P GST Not Applicable Liabilities

Composition Dealer

Composition Dealer Purchase to Regular
Dealer

GST Applicable

Composition Dealer Purchase to
Unregistered Dealer

GST Not Applicable

Unregistered Dealer Purchase to
Unregistered Dealer

GST Not Applicable

Unregistered Dealer Purchase to Regular
Dealer

GST Applicable

Unregistered Dealer Purchase to
Composition Dealer

GST Not Applicable




Regular Dealer Sales to Regular Dealer

GST Applicable

Regular Dealer Sales to Composition

GST Applicable

Dealer
Regular Dealer Sales to Unregistered GST Applicable
Dealer
Composition Dealer Sales to Composition GST Not Applicable Interstate Sale Not
Dealer Allowed
C iti Dealer Sales to R | . Interstate Sale Not
omposition Dealer Sales to Regular GST Not Applicable nterstate Sale No
Dealer Allowed
C iti Dealer Sales to U ist d . Interstate Sale Not
omposition Dealer Sales to Unregistere GST Not Applicable nterstate Sale No
Dealer Allowed
Unregistered Dealer Sales to Unregistered Interstate Sale Not
&l &l GST Not Applicable
Dealer Allowed
Unregistered Dealer Sales to Regular . Interstate Sale Not
& gu GST Not Applicable
Dealer Allowed
Unregistered Dealer Sales to Composition . Interstate Sale Not
& poStt GST Not Applicable
Dealer Allowed






