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GST IN INDIA – THE ARDUOUS JOURNEY BEGINS! 

 

The Union Budget disappoints, so far as GST is concerned. The Finance Minister did not uttered 

a single word on Goods and Service Tax and therefore, all hopes for listening to possible road map 

for GST were shattered. This Budget could have used the opportunity to appraise the country on 

GST plans and preparedness. At present, there is no roadmap to GST that when and how it will 

come. We still hope to have GST by April, 2017. 

 

It is regretful that with this broader focus in mind, Government has failed to touch upon the way 

forward for GST in India and thus missing the unique opportunity in the third Budget (out of five) 

of the present term of this Government. Though the Budget does not provide any assurance on 

GST or even a road map or way forward for GST to happen, there are certain clues to be drawn 

from the Budget. However, such clues lead to further confusion and do not add to any clarity, 

whatsoever. 

 

On the fillip side, Budget has introduced new cesses which goes against the very scheme of 

proposed GST. Infrastructure cess has been levied as excise duty on vehicles w.e.f. 1st March 

2016 (i.e., already levied) for the purpose of building traffic free roads and pollution free 

environment. This cess would be from 1% to 4% on various types of specified vehicles excluding 

taxies, three wheelers, ambulance, vehicles use by handicapped persons etc. In post Budget 

interaction with stakeholders, it has been stated by Ministry of Finance team that many 

procedural changes have been made keeping in mind goods and services tax in near future. The 
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changes in rates of Service Tax and excise duty will be possible only when a decision is taken by 

proposed GST Council which will be setup after Constitutional Amendment Bill is passed which is 

pending in Rajya Sabha. The draft law on GST is still under preparation and is expected to be put 

up in public domain before finalization. 

 

The ongoing pre-recess Budget session of the Parliament will conclude this week to resume on 

20th April 2016. The Government is hopeful (for reasons unknown) there being no change in its 

stance, that main opposition, Congress will support the Government on Constitutional 

Amendment Bill on GST and it may be passed in the remaining Budget session. Press reports 

suggests that Congress may harden its stand on future negotiations on GST. Considering Adhar 

Bill as Money Bill may have adverse implication on GST Bill. 

 

After IMF, ADB has also advocated for early GST in India which will integrate India into a truly 

single economy and also attract more foreign 'investments leading to infrastructure development. 

GST will thus boost growth. 

 

DATE: 15.03.2016                                                                              DR. SANJIV AGARWAL 

  
 

 

 

 

 
 

 

HINTS ON GST IN BUDGET 

 

Though the Budget does not provide any assurance on GST or even a road map or way forward 

for GST to happen, there are certain clues to be drawn from the Budget. However, such clues 

lead to further confusion and do not add to any clarity, whatsoever.  

 

On the positive side, many cesses have been scrapped as a clean-up exercise. 13 cesses which 

did not yield tax revenue of more than Rs. 50 crore have been withdrawn.  These include 

education cess, secondary and higher education cess, salt cess, mica cess, iron cess and cesses 

on manganese & chrome ore, lime stone & dolomite, textile, cine workers etc. Many exemptions 

including area based exemptions have been withdrawn or pruned as a preparatory exercise for 

GST regime. Textiles, readymade branded garments, edible oils, jewellery etc have been 

subjected to excise duty. Many exemptions in Service Tax have also been withdrawn and 

negative list pruned.  

 

In post Budget interaction with stakeholders, it has been stated by Ministry of Finance team 

that many procedural changes have been made keeping in mind goods and services tax in near 

future. The changes in rates of Service Tax and excise duty will be possible only when a 

decision is taken by proposed GST Council which will be setup after Constitutional 

Amendment Bill is passed which is pending in Rajya Sabha. The draft law on GST in still under 

preparation and is expected to be put up in public domain before finalization.  

 

 

GOODS AND SERVICES TAX UPDATE 
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The Union Budget 2016-17 may not have directly alluded to the pending Goods and Services 

Tax, as it has brought a large number of sectors that are availing themselves of exemptions 

into the tax net. 

 

Finance Minister had in the Budget proposed one per cent excise duty on jewellery without 

input credit or 12.5 per cent with input tax credit on jewellery excluding silver other than 

studded with diamonds and some other precious stones. However, arguing that this will impact 

the sector, jewellers including manufacturers, wholesalers and retailers are on a three-day 

strike from March 2. 

(SOURCE: BUSINESS LINE DATED 04.03.2016) 

 

 

 

The constitutional amendment bill to roll out GST, dubbed as the biggest indirect tax reform 

since Independence, is pending in the Rajya Sabha because of opposition by the Congress. 

The Government last year introduced the Insolvency and Bankruptcy Code, 2015, in 

Parliament. The bill will make it easier to wind up unviable companies and improve ease of 

doing business. The Government has taken one step forward to resolve retrospective tax cases 

by putting in place a statutory mechanism for ending such disputes. 

 

(SOURCE: THE ECONOMIC TIMES DATED 03.03.2016) 

 

 

Gearing up for the roll out of the goods and services tax regime, the Union Budget 2016-17 has 

introduced several procedural changes as well as brought in a number of sectors within the tax 

net. Finance Minister was expected to announce a hike in service tax rates and bring the excise 

duty rates in sync for GST in the Union Budget that was presented on February 29. However, 

he remained largely silent on the long pending indirect tax reform though the Budget 

announced amending the Cenvat Credit Rules, 2004, to improve credit flow and bringing 

sectors such as jewellery and branded ready-made garments in the tax net. Chief Economic 

Adviser in his report on possible revenue neutral rates for GST had suggested a standard rate 

between 17 per cent and 18 per cent for GST. But the report is yet to be examined by the 

Empowered Committee of State Finance Ministers. 

GOODS AND SERVICES TAX  

MORE SECTORS BROUGHT INTO TAX NET FOR GST: CBEC CHIEF 

 

READ MORE AT: 

HTTP://ECONOMICTIMES.INDIATIMES.COM/ARTICLESHOW/50540243.CMS?UTM_SOU

RCE=CONTENTOFINTEREST&UTM_MEDIUM=TEXT&UTM_CAMPAIGN=CPPST 

 

STEP TOWARDS GST 

BUDGET BRINGS PROCEDURAL CHANGES FOR GOODS AND SERVICES TAX: CBEC CHIEF 

 

http://economictimes.indiatimes.com/articleshow/50540243.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
http://economictimes.indiatimes.com/articleshow/50540243.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
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Though a new deadline for GST has not been announced, the CBEC is working on 

administrative and infrastructure preparedness for the new tax. The Finance Minister is 

expected to take up the Constitution Amendment Bill in the ongoing Budget Session of 

Parliament. 

 

(SOURCE: BUSINESS LINE DATED 07.03.2016) 

 

 

Finance Minister told that he was hopeful that the much-delayed Constitution amendment Bill 

on goods and services tax (GST) would be passed in the second half of Parliament's Budget 

session, in April. He also expressed hope for the bankruptcy and insolvency Bill. In the first 

half of the Budget session, the key Aadhaar and Real Estate Regulation Bills were passed. The 

GST and bankruptcy Bills would give a major push to India's reform process, in an otherwise 

weak global economic weather. The second half of the Budget session will begin on April 20. 

 

 

(SOURCE: BUSINESS STANDARD DATED 14.03.2016) 

 

 

 

 

 

QUERY 

What is GST? How does it work? 

 

REPLY 

GST is a tax on goods and services with comprehensive and continuous chain of set-off benefits 

from the producer's point and service provider's point upto the retailer's level. It is essentially a 

tax only on value addition at each stage, and a supplier at each stage is permitted to set-off, 

through a tax credit mechanism, the GST paid on the purchase of goods and services as 

available for set-off on the GST to be paid on the supply of goods 32 and services. The final 

consumer will thus bear only the GST charged by the last dealer in the supply chain, with set-

off benefits at all the previous stages.  

 

The illustration shown below indicates, in terms of a hypothetical example with a 

manufacturer, one whole seller and one retailer, how GST will work. Let us suppose that GST 

rate is 10%, with the manufacturer making value addition of Rs.30 on his purchases worth 

Rs.100 of input of goods and services used in the manufacturing process. The manufacturer 

will then pay net GST of Rs. 3 after setting-off Rs. 10 as GST paid on his inputs (i.e. Input Tax 

Credit) from gross GST of Rs. 13. The manufacturer sells the goods to the whole seller. When 

the whole seller sells the same goods after making value addition of (say), Rs. 20, he pays net 

GST of only Rs. 2, after setting-off of Input Tax Credit of Rs. 13 from the gross GST of Rs. 15 to 

the manufacturer. Similarly, when a retailer sells the same goods after a value addition of (say) 

GOODS AND SERVICES TAX MATTERS !! 

GST BILL MIGHT BE PASSED IN APRIL: FINANCE MINISTER 

 

 

 

GST ROLLOUT: CHALLENGE IS TO GET ALL ON BOARD 
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Rs. 10, he pays net GST of only Re.1, after setting-off Rs.15 from his gross GST of Rs. 16 paid 

to whole seller. Thus, the manufacturer, whole seller and retailer have to pay only Rs. 6 (= Rs. 

3+Rs. 2+Re. 1) as GST on the value addition along the entire value chain from the producer to 

the retailer, after setting-off GST paid at the earlier stages. The overall burden of GST 33 on the 

goods is thus much less. This is shown in the table below. The same illustration will hold in 

the case of final service provider as well. 

 

Stage of  

Supply Chain 

Purchase 

Value  

Of Input 

Value  

Addition 

Value at 

Which Supply 

Goods and 

Services Made 

to Next Stage 

Rate of 

GST 

GST 

on  

Output 

Input 

Tax  

Credit 

Net GST=GST 

on output-

Input Tax 

Credit 

Manufacturer 100 30 130 10% 13 10 13–10 = 3 

Whole Seller 130 20 150 10% 15 13 15–13 = 2 

Retailer 150 10 160 10% 16 15 16–15 = 1 

 

 

 

 

 

 

GST: THE JOURNEY SO FAR 

 

Chronology of major events in progress of Goods & Service Tax in India 

Year Milestone 

1974 LK Jha Committee suggests VAT 

1986 MODVAT introduced in India from 1st of March on select commodities 

1991 Chelliah Committee recommends VAT 

1999 
FM announces decision to introduce VAT in India.  

Formation of Empowered Committee on VAT 

2002 
Task Force on Indirect Taxes report headed by Kelkar 

CENVAT introduced on all commodities at central level 

2003 VAT introduced in first Indian State of Haryana 

2005 
VAT in 24 States/UTs including Punjab, Chandigarh, HP, J&K and 

Delhi. 

2006 VAT implemented in 5 more States including Rajasthan. 

2007 

FM announces GST introduction in India from April 01, 2010.  

Parthasarathi Shome submits a study paper on GST. 

Empowered Committee of State Finance Ministers constitutes the Joint  

Working Group. 

VAT implemented in Tamil Nadu & Puducherry. 

Central Sales Tax (CST) phase out starts, CST cut to 3%.  

Joint Working Group set up for proposing GST roadmap and structure. 

UNDERSTANDING GOODS AND SERVICES TAX  
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2008 

VAT introduced in the last Indian State of UP from January 01, 2008. 

EC finalises its views on a broad GST structure with consensus on Dual 

GST (Central & State GST), separate legislation, levy and 

administration.  

CST reduced to 2% 

2009 

Empowered Committee release First Discussion Paper on GST in 

November. 

Report of Task Force on GST of 13th Finance Commission in December  

Report of 13th Finance Commission (TFC) (Chapter 5 on GST) in 

December  

2010 Proposed date to introduce GST in India postponed to April 01, 2011. 

  

2011 
Government introduces Constitution Amendment Bill on GST in Lok 

Sabha 

2013 

Parliament Standing Committee submit reports on GST Constitutional 

Amendment Bill 

Standing Committee recommendations incorporated in Bill  

Standing Committee on Finance tables its report on GST Bill. 

EC rejects Central Government's proposal to include petroleum products 

under GST. 

2014 

March: Revised Bill incorporating recommendations of Standing 

Committee  sent to EC for examination 

Previous Constitution Amendment Bill lapses. 

Newly-elected Government sets April, 2016 as new date for GST roll-out. 

GST sub-committee in the EC proposes a revenue–neutral rate of 26.7%. 

Alcohol to be kept outside the purview of GST. 

All entry taxes proposed to be subsumed under GST, whether collected 

by States or local bodies. 

Petroleum and petroleum products to be subsumed in GST, with 

nominal or zero-rated tax. 

GST compensation to States pegged at around Rs. 11,000 crore. 

Centre to provide three year compensation on the revenue loss incurred 

by States after GST roll-out. 

December : GST Constitutional Amendment Bill moved in Lok Sabha 

2015 

06.05.2015 Lok Sabha passes GST Bill 

12.05.2015 Bill on GST not passed by Rajya Sabha ; referred to Select Committee 

17.06.2015 
Committees Constituted to recommend tax rates and to monitor 

progress of IT preparedness / mechanism of GST / drafting of rules. 

22.07.2015 Select Committee of Rajya Sabha tabled its report on GST Bill 

29.07.2015 Union Cabinet approves Select Committee recommendations  

11.10.2015 
Discussion papers to on business processes on registration, payment, 

returns and refunds under GST made public 

03.12.2015 Committee on Tax rates submits report 

? Revised draft to be presented in Parliament / Rajya Sabha nod awaited  
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GST IN EUROPEAN UNION (EU) 

SUPPLY OF SERVICES  

A supply of services is the supply of anything that is not a goods. The general rule for 

determining the place of supply is the place where the supplier of the services is established 

(registered/incorporated), such as a fixed establishment where the service is supplied, the 

supplier's permanent address, or where the supplier usually resides. VAT is then charged at 

the rate applicable in the Member State where the place of supply of the services is located and 

is collected by that Member State. This general rule for the place of supply of services (the place 

where the supplier is established) is subject to several exceptions. Most of the exceptions 

switch the place of supply to the  

place where the services are received. Such exceptions include the:  

 supply of transport services,  

 supply of cultural services,  

 supply of artistic services,  

 supply of sporting services,  

 supply of scientific services,  

 supply of educational services,  

 supply of ancillary transport services,  

 supply of services related to transfer pricing services,  

 and many miscellaneous services including  

 supply of legal services,  

 supply of banking and financial services,  

 supply of telecommunications,  

 supply of broadcasting,  

 electronically supplied services,  

 supply of services from engineers and accountants,  

 supply of advertising services, and  

 supply of intellectual property services.  

 

The place of supply of services related to real estate is where the real estate is located. There 

are special rules for determining the place of supply of services delivered electronically. The 

mechanism for collecting VAT when the place of supply is not in the same Member State as the 

supplier is similar to that used for Intra-Community Acquisitions of goods, i.e. zero-rating by 

the supplier and reverse charge by the recipient of the services (if a taxable person). But if the 

recipient of the services is not a taxable person (i.e. a final consumer), the supplier must 

generally charge VAT at the rate applicable in its own Member State. If the place of supply is 

outside the EU, no VAT is charged.  

 

(*It may be relevant to mention here that the current Place of Provision of Service Rules, 2012 

which are effective from 1st July 2012 are based on the above rules)  

 (To be continued……..) 

GST GLOBALLY  
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 Passing GST will push our economy into double – digit growth – ADI Godrej, Business 

Standard, dated 07.03.2016. 

 Revenue buoyancy in the GST – V.S. Krishnan, Business Standard, dated 10.03.2016. 

 Budget – 2016 Misses out on GST – Dr. Sanjiv Agarwal, Business Advisor, dated 

10.03.2016. 

 Nothing on GST in Budget-2016 – Dr. Sanjiv Agarwal, www.taxmanagementindia.com, 

dated 10.03.2016. 

 

 

 

 

 

 

 

 

 

Just Released: Guide to Goods & Service Tax (GST), 2016 Edition 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

GST LITERATURE 

GST HUMOUR!! 

 

GST: What's in Name 

 

Someone from the ruling party tweeted an idea to get GST passed 

with the help of Congress -  

 

Just change the name of GST (Goods and Service Tax) to Rajiv Gandhi 

Goods and Service Tax Scheme (RGGST). 

 

 

http://www.taxmanagementindia.com/
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GUIDE TO 

GOODS AND SERVICES TAX 

(GST) 

 

By 

Dr. Sanjiv Agarwal 

Chartered Accountants  

 

About the Book 

 

India is all set to migrate to Goods and Services Tax (GST) in near future which queries will be 

the biggest ever tax reform of independent India. GST is in vogue in most of the developed 

economies all over the world and India has already embarked upon a journey on GST path. 

This first edition of the Book - Guide to Goods and Services Tax is a work spanning over ten 

Chapters explaining various facets of GST and nine Annexures comprising text of 

Constitutional (122nd Amendment) Bill, 2014 and various reports relating to GST including 

those on business processes viz, registration, payments, returns and refund under GST regime. 

The book discuses indirect tax structure in India; introduction to GST, its objectives, need for 

GST; models of GST; new concepts in GST – CGST, IGST, SGST, revenue neutral rate, GSTN; 

detailed discussion on likely legal frame work of CGST& IGST; specially developed FAQs on 

GST; recent developments and impact on trade and industry. 

 

The Book is useful for all who are concerned with and want to understand GST including 

corporate executives, professionals, assessees, trade and industry. 

 

            

 

 

ANNOUNCEMENTS 
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Highlights 

 

 Comprehensive and organized coverage on GST at one place  

 GST concept explained in Ten Illustrated Chapters 

 Detailed understanding of GST 

 Proposed GST models including IGST 

 New concepts of GST explained (GST, SGST, IGST, RNR etc.) 

 Covers proposed Constitutional Amendment 

 International perspective on GST 

 GST explained via FAQs 

 Recent Developments in GST arena captured 

 Text of Major Reports / Discussion papers / Reports on Business Processes  

ANNOUNCEMENTS 

FOR EXCLUSIVE AND IN HOUSE 
SEMINAR / WORK SHOP 

ON 
GOODS AND SERVICE TAX (GST) 

CONDUCTED BY 
DR. SANJIV AGARWAL (FCA, FCS) 

PLEASE CONTACT AT: 
asandco@gmail.com                                                                       ascogst@gmail.com 

 IF YOU WISH TO SUBSCRIBE TO THIS NEWSLETTER, SEND A 
REQUEST TO ascogst@gmail.com  
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