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4.0 Objectives: 
 After studying this unit you will be able to: 

 1. Understand the basics of GST. 

 2. Explain the types of GST. 

 3. Acquaint the skill required for applicability of GST based on nature of 
transaction. 

4.1  Introduction to GST: 

 GST is one indirect tax for the whole nation, which will make India one unified 
common market. The GST intends to subsume most indirect taxes under a single 
taxation regime. GST is a single tax on the supply of goods and services, right from 
the manufacturer to the consumer. Credits of input taxes paid at each stage will be 
available in the subsequent stages of value addition, which makes GST essentially a 
tax only on value addition at each stage. 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. This is expected to help broaden the tax base, increase tax 
compliance, and reduce economic distortions caused by inter-state variations in 
taxes. 

4.2 Presentation of Subject Matter: 

4.2.1 Genesis of GST in India: 

 Our Constitution empowers the Central Government to levy excise duty on 
manufacturing and service tax on the supply of services. Further, it empowers the 
State Governments to levy sales tax or value added tax (VAT) on the sale of goods. 
This exclusive division of fiscal powers has led to a multiplicity of indirect taxes in 
the country. In addition, central sales tax (CST) is levied on inter-State sale of goods 
by the Central Government, but collected and retained by the exporting States. 
Further, many States levy an entry tax on the entry of goods in local areas. 

 This multiplicity of taxes at the State and Central levels has resulted in a 
complex indirect tax structure in the country that is ridden with hidden costs for the 
trade and industry. In order to simplify and rationalize indirect tax structures, 
Government of India attempted various tax policy reforms at different points of time. 
A system of VAT on services at the central government level was introduced in 
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2002. The states collect taxes through state sales tax VAT, introduced in 2005, levied 
on intra-state trade and the CST on inter-state trade. Despite all the various changes 
the overall taxation system continued to be complex. 

 This led to the idea of "One nation One Tax" and introduction of GST in Indian 
financial system. This is simply very similar to VAT  and can be termed as National 
level VAT on Goods and Services with only one difference that in this system not 
only goods but also services are involved. 

 GST is introduced in the country after a 13 year long journey since it was first 
discussed in the report of the Kelkar Task Force on indirect taxes. A brief chronology 
outlining the major milestones on the proposal for introduction of GST in India is as 
follows: 

 In 2003, the Kelkar Task Force on indirect tax had suggested a comprehensive 
Goods and Services Tax (GST) based on VAT principle. 

 A proposal to introduce a National level Goods and Services Tax (GST) by 
April 1, 2010 was first mooted in the Budget Speech for the financial year 2006-
07. 

 Since the proposal involved reform/restructuring of not only indirect taxes 
levied by the Centre but also the States, the responsibility of preparing a Design 
and Road Map for the implementation of GST was assigned to the Empowered 
Committee of State Finance Ministers (EC). 

 Based on inputs from Govt of India and States, the EC released its First 
Discussion Paper on Goods and Services Tax in India in November, 2009. 

 In order to take the GST related work further, a Joint Working Group consisting 
of officers from Central as well as State Government was constituted in 
September, 2009. 

 In order to amend the Constitution to enable introduction of GST, the 
Constitution (115th Amendment) Bill was introduced in the Lok Sabha in March 
2011. As per the prescribed procedure, the Bill was referred to the Standing 
Committee on Finance of the Parliament for examination and report. 

 Meanwhile, in pursuance of the decision taken in a meeting between the Union 
Finance Minister and the Empowered Committee of State Finance Ministers on 
8th November, 2012, 'Committee on GST Design', consisting of the officials of 
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the Government of India, State Governments and the Empowered Committee 
was constituted. 

 This Committee did a detailed discussion on GST design including the 
Constitution (115th) Amendment Bill and submitted its report in January, 2013. 
Based on this Report, the EC recommended certain changes in the Constitution 
Amendment Bill in their meeting at Bhubaneswar in January 2013. 

 The Empowered Committee in the Bhubaneswar meeting also decided to 
constitute three committees of officers to discuss and report on various aspects 
of GST as follows:- (a)  Committee on Place of Supply Rules and Revenue 
Neutral Rates; (b) Committee on dual control, threshold and exemptions; and (c) 
Committee on IGST and GST on imports. 

 The Parliamentary Standing Committee submitted its Report in August, 2013 to 
the Lok Sabha. The recommendations of the Empowered Committee and the 
recommendations of the Parliamentary Standing Committee were examined by 
the Ministry in consultation with the Legislative Department. Most of the 
recommendations made by the Empowered Committee and the Parliamentary 
Standing Committee were accepted and the draft Amendment Bill was suitably 
revised. 

 The final draft Constitutional Amendment Bill incorporating the above stated 
changes were sent to the Empowered Committee for consideration in September 
2013. 

 The EC once again made certain recommendations on the Bill after its meeting 
in Shillong in November 2013. Certain recommendations of the Empowered 
Committee were incorporated in the draft Constitution (115th Amendment) Bill. 
The revised draft was sent for consideration of the Empowered Committee in 
March, 2014. 

 The 115th Constitutional (Amendment) Bill, 2011, for the introduction of GST 
introduced in the Lok Sabha in March 2011 lapsed with the dissolution of the 
15th Lok Sabha. 

 In June 2014, the draft Constitution Amendment Bill was sent to the 
Empowered Committee after approval of the new Government. 
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 Based on a broad consensus reached with the Empowered Committee on the 
contours of the Bill, the Cabinet on 17.12.2014 approved the proposal for 
introduction of a Bill in the Parliament for amending the Constitution of India to 
facilitate the introduction of Goods and Services Tax (GST) in the country. The 
Bill was introduced in the Lok Sabha on 19.12.2014, and was passed by the Lok 
Sabha on 06.05.2015. It was then referred to the Select Committee of Rajya 
Sabha, which submitted its report on 22.07.2015. 

 Lok Sabha and Rajya Sabha unanimously passed the 122nd Constitutional 
Amendment Bill in August, 2016 which later got the assent of the President. 

Taxes got subsumed Under GST: 

a)  At the Central level, the following taxes are being subsumed: 

1.    Central Excise Duty, 

2.    Additional Excise Duty, 

3.    Service Tax, 

4.    Additional Customs Duty commonly known as Countervailing Duty, and 

5.    Special Additional Duty of Customs. 

b)  At the State level, the following taxes are being subsumed: 

1.    Subsuming of State Value Added Tax/Sales Tax, 

2.    Entertainment Tax (other than the tax levied by the local bodies), Central 
Sales Tax (levied by the Centre and collected by the States), 

3.    Octroi and Entry tax, 

4.    Purchase Tax, 

5.    Luxury tax, and 

6.    Taxes on lottery, betting and gambling. 

4.2.2 Rationale of GST: 

 Goods and Services tax (GST), is said to be the biggest economic reform since 
independence , which have the potential to raise Indian GDP by 1.5%-2%. Services 
are taxed by centre while goods are taxed by respective states. The rationale put 
forward are: 
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A.  There is lack of uniformity between tax rates of different states, which impedes 
the creation of national market of goods. 

B.  Multiple taxes result in cascading effect and hence, put higher burden on 
businessmen and end customer. 

C.  With technological development, it is sometimes difficult to separate good and 
services from a product for purpose of taxation. 

 Thus, Goods and services tax has been proposed to subsume all indirect taxes at 
central and state lavel, with two uniform rates, viz central GST and State GST. It 
would be a VAT based system, based on input tax credit mechanism for reducing the 
cascading effect. 

4.2.3 Concept of GST: 

4.2.3.1 What is GST? 

 GST is a single value-added tax levied on the manufacture, sale, and 
consumption of goods and services at the national level. 

There are three components to GST in India: 

 CGST – Central Goods and Services Tax, levied on an intra-state sale and 
collected by the federal government (commonly referred to as “the center” in 
India). 

 SGST/UTGST – State/Union territory Goods and Services Tax, levied on an 
intra-state sale and collected by the state or union territory government. 

 IGST – Integrated Goods and Services Tax, levied on interstate sales and 
collected by the Central government. 

4.2.3.2 Tax on supply: 

 The GST is applicable on the “supply” of all goods and services unlike the 
previous system wherein the tax was applicable to the manufacture, sale, or provision 
of goods and services. The liability to pay CGST or SGST, therefore, arises at the 
time of supply. 

 Depending on whether the transaction is ‘inter-state’ or ‘intra-state’ (between 
states or within a state, respectively), separate GST provisions are applicable to help 
a business determine the place of supply for goods and services.  
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4.2.3.3 Input tax credit: 

 Input tax credit (ITC) forms the backbone of the GST regime in India. 

 The GST is essentially a tax on value addition at each stage of the supply chain; 
every supplier, who is the person supplying the goods and/ or services or an agent 
acting as such on behalf of such a supplier, can claim credits (over input taxes paid at 
each stage of supply chain) in the subsequent stage of value addition. 

 The end consumer, therefore, bears only the GST charged by the last supplier in 
the supply chain. 

 No cross-utilization of the ITC is permitted: the credit of CGST paid on inputs 
may be used only for paying CGST on the output, while the credit of SGST on inputs 
may be used only for paying SGST, except in the case of inter-state supply of goods. 

4.2.3.4 GST exempted supply: 

 The exempted supplies are those that do not attract any GST and are specifically 
exempt from GST through government notification. 

 However, no ITC can be claimed with respect to inputs or input services used 
for making exempt supplies. In other words, in case of exempted supply, only output 
is exempted from tax but tax is levied on the input side. 

 Some of the GST exempt goods include fish, fresh fruits and vegetables, live 
animals (except horses), jute fiber raw or processed, printed books, and handloom 
among others. 

4.2.3.5 Zero-rated supply: 

 Zero rating means that the entire supply chain of a zero rates supply is tax-free. 
That means, no tax is levied either on the input tax side or on the output side. 

Zero-rated supplies include: 

 Exports of goods or services or both; or 

 Supplies made to customers located in special economic zones (SEZ) or SEZ 
developers. 

ITC is available on zero rates supplies. 
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4.2.3.6 Nil-rated supply: 

 Nil-rates supplies are those goods and services that attract zero percent GST. 
These are listed in schedule 1 under GST rate schedule. Some of the examples are 
salt, jaggery, and cereals. 

 No ITC is available on inputs or input services used in providing nil rated 
supply. 

4.2.3.7 Non-GST supply: 

 It is the supply of goods and services that do not come under the purview of 
GST. However, other taxes may be applicable. 

 Currently, only petroleum products and alcohol for human consumption fall 
under this category. 

4.2.3.8 GSTN: 

 The Goods and Services Tax Network (GSTN) is a not-for-profit, private 
limited company, promoted by the government with the specific mandate to provide 
information technology support and the digital services required for implementing 
the GST. It provided a portal where all GST returns are filed electronically. 

4.2.3.9 Invoice matching system: 

 The GST allows for a seamless flow of ITC across the supply chain. One of the 
essential features of the GST is to check ITC claims by the taxpayer to prevent any 
leakages. 

 For this purpose, an invoice matching system has been developed under GSTN 
to match the purchase and sale invoices of taxpayers. 

 Accordingly, every registered taxable person under GST is required to issue a 
tax invoice, which will be uploaded on the invoice matching system. After the sale 
and purchase invoices of a taxpayer have been matched, the ITC will be conferred. 

4.2.3.10 Compliance rating system: 

 It is a unique form to rate whether a taxable person in India has been compliant. 
In this system, every taxable person will have a rating based on his/her record of tax 
compliance. 
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 Once the system is implemented, the score will be updated at periodic intervals 
and will be placed in the public domain to ensure transparency. 

4.2.3.11 Anti-profiteering clause: 

 Anti-profiteering clause allows businesses to pass on the benefit of a reduced tax 
rate on goods or services, or both, to the consumers. This is to prevent any rise in the 
price of commodities following the GST implementation. 

4.2.3.12 GST Council: 

 It is a federal forum that includes federal, state, and union territory governments 
on its board. The GST Council comprising of the federal Finance Minister as the 
chairman, the Minister of State (Revenue), and the state and union territory finance 
ministers make recommendations to the Central, state, and union territory 
governments on issues like tax rates, exemption lists, threshold limits, and all other 
matters relating to the GST. 

 Decisions by the GST Council are made based on a three-fourths majority of the 
votes cast: the Central government casts one-third of the votes, while the state and 
union territories cast two-thirds of the votes. Each state and union territory has one 
vote, irrespective of its size or population. 

4.2.4 Features of GST:  

1. The GST has two components: one levied by the Centre (Central GST), and the 
other levied by the States (State GST). 

2. A separate legislation is drafted for Central GST. Each State would have its own 
legislation to levy and collect SGST. 

3. Rates for Central GST and State GST are prescribed appropriately, reflecting 
revenue considerations and acceptability. This dual GST model is implemented 
through multiple statutes (one for CGST and SGST statute for every State). 

4. The Central GST and the State GST is applicable to all transactions of goods 
and services made for a consideration except the exempted goods and services, 
goods which are outside the purview of GST and the transactions which are 
below the prescribed threshold limits. 

5. The Central GST and State GST are to be paid to the accounts of the Centre and 
the States separately. It would have to be ensured that account-heads for all 
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services and goods would have indication whether it relates to Central GST or 
State GST (with identification of the State to whom the tax is to be credited). 

6. Since the Central GST and State GST are to be treated separately, taxes paid 
against the Central GST shall be allowed to be taken as input tax credit (ITC) for 
the Central GST and could be utilized only against the payment of Central GST. 
The same principle will be applicable for the State GST. 

7. A taxpayer or exporter have to maintain separate details in books of account for 
utilization or refund of credit.  

8. Cross utilization of Tax Credit between the Central GST and the State GST 
would not be allowed except in the case of inter-State supply of goods and 
services under the IGST model. 

9. Ideally, the problem related to credit accumulation on account of refund of GST 
should be avoided by both the Centre and the States except in the cases such as 
exports, purchase of capital goods, input tax at higher rate than output tax etc. 
where, again refund/adjustment should be completed in a time bound manner. 

10. To the extent feasible, uniform procedure for collection of both Central GST and 
State GST is prescribed in the respective legislation for Central GST and State 
GST. 

11. The administration of the Central GST to the Centre and for State GST to the 
States would be given. This implies that the Centre and the States would have 
concurrent jurisdiction for the entire value chain and for all taxpayers on the 
basis of thresholds for goods and services prescribed for the States and the 
Centre. 

12. The taxpayer would need to submit periodical returns, in common format as far 
as possible, to both the Central GST authority and to the concerned State GST 
authorities. 

13. Each taxpayer is allotted a PAN-linked taxpayer identification number with a 
total of 13/15 digits. This brings the GST PAN-linked system in line with the 
prevailing PAN-based system for Income tax, facilitating data exchange and 
taxpayer compliance. 

14. Keeping in mind the need of tax payer’s convenience, functions such as 
assessment, enforcement, scrutiny and audit is undertaken by the authority 
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which is collecting the tax, with information sharing between the Centre and the 
States. 

4.2.5 Benefits of GST 

4.2.5.1  Elimination of Multiple Taxes 

 The biggest benefit of GST is an elimination of multiple indirect taxes. All taxes 
that currently exist will not be in picture. This means current taxes like excise, octori, 
sales tax, CENVAT, Service tax, turnover tax etc will not be applicable and all that 
will fall under common tax called as GST. 

4.2.5.2  Saving more Money 

 For a common man, GST applicability means the elimination of double charging 
in the system. This will reduce the price of goods and services & help common man 
for saving more money. 

4.2.5.3  Ease of business 

 GST will bring one country one tax concept. This will prevent unhealthy 
competition among states. It will be beneficial to do interstate business. 

4.2.5.4 Easy Tax Filing and Documentation    

 For a businessman, GST will be a boon. No multiple taxes means compliance 
and documentation will be easy. Return filing, tax payment, and refund process will 
easy and hassle free. 

4.2.5.5  Cascading Effect reduction 

 GST will be applicable at all stages from manufacturing to consumption. GST 
will provide tax credit benefit at every stage in chain. Today at every stage margin is 
added and tax is paid on whole amount, in GST you will have tax credit benefit and 
tax will be paid on margin amount only. It will reduce cascading effect of tax thereby 
reducing cost of product. 

4.2.5.6  More Employment 

 As GST will reduce cost of product it is expected that demand of product will 
increase and to meet the demand, supply has to go up. The requirement of more 
supply will be addressed by only increasing employment. 
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4.2.5.7  Increase in GDP 

 As demand will grow naturally production will grow and hence it will increase 
gross domestic product. It is estimated that GDP will grow by 1-2% due to GST. 

4.2.5.8 Reduction in Tax Evasion   

 GST is a single tax which will include various taxes, making the system 
efficient with very little chances of corruption and Tax Evasion. 

4.2.5.9 More Competitive Product 

 As GST will address cascading effect of tax, inter-state tax, high logistics cost it 
will make manufacturing more competitive. This will bring advantage to 
businessman and consumer. 

4.2.5.10  Increase in Revenue 

 GST will replace all 17 indirect taxes with single tax. Increase in product 
demand will ultimately increase tax revenue for state and central government. Goods 
and service tax is a boon for the Indian economy and the common man. It is a 
welcome step taken by the government. 

4.2.6 Charge of GST: 

 The GST council has divided the tax schedule for goods and services into four 
tax slabs – 5, 12, 18, and 28 percent. 

 Below is the list of goods and services, but this is not the exhaustive list. List is 
given to give you a basic idea. 

Goods: 

Nil: 

 Hulled cereal grains like barley, wheat, oat, and rye; 

 Human hair; 

 Sanitary napkins; 

 Palmyra jaggery; 

 All types of salt; and 

 Books for children. 
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5 percent: 

 Cashew nut and cashew nut in the shell; 

 Ice and snow; 

 Biogas; 

 Insulin; 

 Coir mats and floor covering; 

 Postage or revenue stamps; and 

 Braille appliances, hearing aids and other equipment to compensate for a 
disability. 

12 percent: 

 Glasses for corrective spectacles and flint buttons; 

 Fixed speed diesel engines; 

 Fly ash blocks; 

 Menthol and menthol crystals, peppermint, and its other chemical 
compounds; 

 Preparations of vegetables, fruits, nuts or other parts of plants; 

 Ketchup, sauces and mustard sauce; 

 All diagnostic kits and reagents; 

 Spoons, forks, ladles, skimmers, cake servers, fish knives, tongs; 

 Two-way radio used by defense forces; 

 Playing cards and other board games. 

18 percent: 

 Printers other than multifunction printers; 

 Set-top box for TV; 

 Computer monitors not exceeding 17 inches; 

 Electrical filaments or discharge lamps; 
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 Plastic tarpaulin; 

 Headgear and parts; 

 Precast concrete Pipes; 

 Salt-glazed stoneware pipes; 

 Aluminum foil; 

 Rear tractor tyre, tyre tubes, wheel rim, and tractor support front axle; 

 Ball bearing, roller bearings, parts & related accessories; 

 Electrical transformer; 

 Static converters (UPS); 

 CCTV and recorder; 

 Winding wires, coaxial cables, and an optical fiber; 

 Perforating or stapling machines, pencil sharpening machines; 

 Baby carriages; 

 Instruments for measuring length, for use in the hand; and 

 Bamboo furniture. 

28 percent: 

GST council meetings have not added any new items to the 28 percent tax 
bracket. 

Services: 

5 percent: 

 Railways-transportation of goods, passengers; 

 Transport by air; 

 Tour operator services; 

 Goods transported in a vessel from outside India; 

 Transport services with air conditioner (AC) contract or radio taxi; and 
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12 percent: 

 Rail transportation of goods in containers from a third party; 

 Business class air travel; 

 Restaurants without AC or liquor license; 

 Hotels stay with rent more than Rs.1000 and less than Rs.2500 per day; 

 Chit fund services by foremen; 

 Construction of building for sale purpose; and 

 IP rights on a temporary basis. 

18 percent: 

 Restaurants with AC and/or liquor license; 

 Outdoor catering and party arrangement; 

 Hotel stay with rent more than Rs.2500 but less than Rs.5000 per day; and 

 Supply of works contract. 

28 percent: 

 Entertainment events-amusement parks, and sporting events; 

 Race club services; 

 Gambling; and 

 Restaurant or hotels stay at five-star hotels or above. 

However, the change in the rate of GST and transfer of service or goods from 
one slab to another may be done by the Government. The students are advised to 
read those changes in newspaper or on the government's website, for their 
reference. 

Bills passed for the implementation of GST regime: 

1. The Central Goods and Services Tax Bill 2017 (The CGST Bill) 

 The CGST Bill makes provisions for levy and collection of tax on intra-
state supply of goods or services or both by the Central Government. 

2. The Integrated Goods and Services Tax Bill 2017 (The IGST Bill) 
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 IGST Bill makes provisions for levy and collection of tax on inter-state supply 
of goods or services or both by the Central Government. 

3. The Union Territory Goods and Services Tax Bill 2017 (The UTGST Bill) 

 The UTGST Bill makes provisions for levy on collection of tax on intra-
UT supply of goods and services in the Union Territories without legislature. Union 
Territory GST is akin to States Goods and Services Tax (SGST) which shall be 
levied and collected by the States/Union Territories on intra-state supply of goods or 
services or both. 

4. The Goods and Services Tax (Compensation to the States) Bill 2017 (The 
Compensation Bill) 

 The Compensation Bill provides for compensation to the states for loss of 
revenue arising on account of implementation of the goods and services tax for a 
period of five years as per section 18 of the Constitution (One Hundred and First 
Amendment) Act, 2016. 

Applicability of GST  

1. GST is applicable on the supply of goods and services. 

2. GST  is not levied on: 

  Petroleum crude 

 High speed diesel 

 Motor spirit(petrol) 

 Natural gas 

 Aviation Turbine fuel 

 Alcoholic liquor for human consumption is exempted from GST. 

 Tobacco and tobacco products will be subjected to GST. The centre may 
apply excise duty on tobacco. 
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Different types of GST: 

4.2.7 Integrated Goods and Service Tax (IGST) 

IGST full form is Integrated Goods and Service Tax. 

 IGST means Integrated Goods and Service Tax, one of the three categories 
under Goods and Service Tax (CGST, IGST and SGST) with a concept of one tax 
one nation. IGST falls under Integrated Goods and Service Tax Act 2016. 

 IGST is charged when movement of goods and services from one state to 
another. For example, if goods are moved from Tamil Nadu to Kerala, IGST is levied 
on such goods. The revenue out of IGST is shared by state government and central 
government as per the rates fixed by the authorities. 

  Under the GST regime, an Integrated GST (IGST) would be levied and collected 
by the Centre on inter-State supply of goods and services. Under Article 269A of the 
Constitution, the GST on supplies in the course of inter State trade or commerce shall 
be levied and collected by the Government of India and such tax shall be apportioned 
between the Union and the States in the manner as may be provided by Parliament by 
law on the recommendations of the Goods and Services Tax Council.  

4.2.8 State Goods and Services Tax (SGST): 

 SGST (State GST) is one of the two taxes levied on every intrastate (within one 
state) transaction of goods and services. The other one is CGST.  SGST is levied by 
the state where the goods are being sold/purchased. It will replace all the existing 
state taxes including VAT, State Sales Tax, Entertainment Tax, Luxury Tax, Entry 
Tax, State Cesses and Surcharges on any kind of transaction involving goods and 
services. The State Government is the sole claimer of the revenue earned under 
SGST. Let’s understand this with an example. 

 e.g. – Suresh from Rajasthan wants to sell some goods to Pradeep in Rajasthan. 
The product, originally priced at Rs 10,000, will attract GST at 18% rate comprising 
of 9% CGST rate and 9% SGST rate. The SGST tax amount here is Rs 900 (9% of 
Rs 10,000) which is fully claimed by the Rajasthan State Government. The rate of 
the product after SGST will be Rs 10,900. 
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4.2.9 Union Territory Goods and Service Tax (UTGST) : 

 The Union Territory Goods and Services Tax, commonly referred to as UTGST, 
is the GST applicable on the goods and services supply that takes place in any of the 
five Union Territories of India, including Andaman and Nicobar Islands, Dadra and 
Nagar Haveli, Chandigarh, Lakshadweep and Daman and Diu. This UTGST will be 
charged in addition to the Central GST (CGST) explained above. For any transaction 
of goods/services within a Union Territory: CGST + UTGST 

 The reason why a separate GST was implemented for the Union Territories is 
that the common State GST (SGST) cannot be applied in a Union Territory without 
legislature. Delhi and Pondicherry UTs already have their own legislatures, so SGST 
is applicable to them. 

4.2.10 Central Goods and Service Tax (CGST) : 

 CGST refers to the Central GST tax that is levied by the Central Government of 
India on any transaction of goods and services tax taking place within a state. It is 
one of the two taxes charged on every intrastate (within one state) transaction, the 
other one being SGST (or UTGST for Union Territories). CGST replaces all the 
existing Central taxes including Service Tax, Central Excise Duty, CST, Customs 
Duty, SAD, etc. The rate of CGST is usually equal to the SGST rate. Both taxes are 
charged on the base price of the product. See the example below to understand it 
better. 

 e.g. – In the example above, when Suresh sales a product to Pradeep in the same 
state (Rajasthan), he has to pay two taxes. CGST is for the central government while 
SGST is for the state. The rate of CGST is 9%, same as SGST. After the application 
of CGST (9% of Rs 10,000), the final cost of the product will become Rs 11,800. 

 As you can probably guess, all the taxes in all the conditions above are borne by 
the end consumer in the final cost, not by the manufacturer or the dealer of the 
product or service. Since GST is levied on consumption, the state where the product 
is originally manufactured is not entitled to the tax collected. If the manufacturing 
state levies a tax, the same will be transferred to the consuming state through the 
Central government. 
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Types of 
Differences 

CGST SGST IGST UGST/UTGST 

Applicable 
transactions 
(Goods & 
Services) 

Intrastate 
(Within 

one state) 

Intrastate 
(Within 

one state) 

Inter-state 
(between two 
states or one 
state and one 

UT) and 
imports 

Within one 
Union Territory 

(UT) 

Collected by Central 
Govt. 

State Govt. Central Govt. UT Govt. 

Benefitting 
Authority 

Central 
Govt. 

State Govt. Central Govt. 
& State Govt. 

UT Govt. 

Tax Credit Use 
Priority 

CGST 
IGST 

SGST 
IGST 

IGST 
CGST 
SGST 

UTGST 
IGST 

 

4.2.11 Understanding GST through Practical Cases: 

Q.1]  Mr. A of pune supplied goods/services for Rs.2,00,000 to Mr. B of Mumbai 
SGST and CGST rate on supply of goods and services is 9% each. IGST rate is 18% 
Find the following: (a) Total price charged by Mr. A (b) who is liable to pay GST? 

Solution: 

Particulars Value in (Rs) 

Supply of goods / services 

Add: CGST 9% 

Add: SGST 9% 

(a) Total price charged by Mr.A to Mr. B for local supply of 
goods or services. 

2,00,000 

    18,000 

    18,000 

2,36,000 

 (b)  Mr. A is liable to pay GST. 
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Notes: 

(1)  Location of supplier and place of supply both are within the same State of 
Maharashtra. Therefore, CGST & SGST applicable. 

(2)  The CGST & SGST charged to Mr. B for supply of goods/services will be 
remitted by Mr. A to the appropriate account of the central and state 
Government respectively. 

Q.2]  Mr. M of Mumbai supplied goods/services for Rs.24,00,000 to Mr. S of 
Solapur Mr. M purchased goods/services for Rs.20,000 (and in addition paid CGST 
9% and SGST 9%) from Mr. C of pune Find the following: 

(a)  Total price charged by Mr. M for supply of goods/services. 

(b)  Who is liable to pay GST Mr. M or Mr. S ? 

(c)  Net liability of GST. 

Solution: 

Particulars Value in (Rs) 

Value charged by M to S for Supply of goods / services 

Add: CGST 9% 

Add: SGST 9% 

(a) Total price charged by Mr.M to Mr. S for local supply of 
goods or services. 

24,00,000 

   2,16,000 

   2,16,000 

28,32,000 

(b) Mr. M  is liable to pay GST as under. 

Particulars CGST (Rs.) SGST (Rs.) 

Output tax 

Less: Input Tax Credit (ITC) [20,00,000 * 9%] 

(c) Net tax liability of Mr. M 

2,16,000 

 

(1,80,000) 

2,16,000 

 

(1,80,000) 

36,000 36,000 

Note: 

Following working shows that by giving input tax credit, Government does not lose 
revenue. 
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Particulars Revenue to central 
Government (Rs.) 

Revenue to  Statel 
Government  (Rs.) 

Supply of goods/services by Mr. C to 
Mr. M 
Add: Supply of goods/services by Mr. M 
to Mr. S 
Total 

1,80,000 
 

    36,000 
 

1,80,000 
 

     36,000 

2,16,000 2,16,000 

4.3 Check Your Progress 

4.3.1 Check Your Progress-1 

 Multiple Choice Questions 
1.  GST Stands for 
    (a) Goods and supply Tax      (b) Government sales Tax 
    (c) Goods and Services Tax        (d) Good and Simple Tax 

2.  GST is levied in india on the basis of ………… principle. 
    (a) Origin                 (b) Destination 
     (c) Either a or b      (d) Both a or b 
3.  The main objectives of GST implementation is …………. : 
     (a) To Consolidate multiple indirext tax levies into single tax. 
     (b) Overcoming limitation of exicting indirect tax structure. 
     (c) Creating efficiencies in tax administration. 
    (d) All of above. 
4.  Which of the following is not a bill passed by parliament for the implementation 

of GST in india: 
      (a) The Central GST Act, 2017.     (b) The State GST Act,2017. 
       (c) The Integrated GST Act,2017.     (d) None of above. 
5.  ……….. Petroieum products have been temporarily been kept out of GST. 
       (a) One      (b) Two (c) Three            (d) Five 
6.  In India, GST structure is ………. In nature. 
      (a) Single           (b) Dual (c) Triple           (d) (a) & (b) both 
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7.  GST is not levied on which of the following: 
      (a) Alcoholic Liquor for Human Consumption           

 (b) Five Petrolium Products 
      (c) Immovable Property                                                
 (d) All of above 
8.  GST is not levied on which of the following: 
      (a) Motor Spint        (b) High speed diesel 
      (c) Natural gas         (d) All of above 
9.  …………. is levied on Intra-State Supply og goods and/or services: 
      (a) CGST            (b) SGST (c) IGST             (d) Both a & b 
10.  …………. is levied on Intra-State Supply og goods and/or services: 
      (a) CGST            (b) SGST (c) IGST             (d) Both a & b 
11.  …………. is levied on Intra-State Supply og goods and/or services in Union 

Temtory: 
     (a) SGST            (b) IGST (c) UTGST         (d) GST is not levied. 
12.  Goods and Services Tax is a tax levied on goods and services imposed at each 

point of…….. 
      (a) Sale            (b) Service (c) Supply        (d) Manufacturing. 
13.  GST is a national level tax based on …………. ? 
      (a) First point tax principle        (b) Value added principle 
      (c) Last point tax principle        (d) All of the above. 
14.  The following tax has been subsumed into Central GST. 
      (a) Central Sales Tax            (b) Custom Duty 
      (c) Service Tax                       (d) All of above. 
15.  GST was introduced in india on? 
      (a) 1-4-2017      (b) 1-5-2017       (c) 1-6-2017          (d) 1-7-2017  
16.  Indian GST model has …………. Tier rate structure. 
       (a)  3      (b)  4  (c)  5     (d)  6 
17.  What does I stands for in IGST ? 
     (a) International (b) Internal  (c) Integrated  (d) Intra 
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18.  Which of the following tax is not subsumed in GST ? 
        (a) VAT             (b) Stamp Duty  (c) Entry Tax (d) Entertainment Tax 

19.  HSN Code Stands for 
       (a) Home Shopping Network   (b) Hamonised System of Nomenclature 
       (c) Hamonsed System Number    (d) Home State Number 
20.  Alcoholic liquor for Human Consumption is subject to- 
 (a) CGST          (b) SGST           (c) IGST           (d) None of the above 
21.  Five petroleum products viz, petroleum crude, motor spirit (petrol), high speed 

diesel, natural gas and aviation turbine fuel have been kept out of GST 
………………. . 

       (a) Pemanenty  (b) Temporarily  (c) For one year (d) None of the above 
22.  The iteams which will be taxable both under Central Excise Law and the GST 

even after the implementation of the GST Act. 
 (a) Motor spirit         
 (b) Tobacco and Tobacco Products 
 (c) Alcohonic liquor for human consumption               
 (d) Natural Gas 
23.  On Petroleum Crude, High Speed Diesel, Motor Spirit (commonly known as 

petrol) . Natural Gas and Ayilation Turbine Fuel. 
     (a)  GST will never be levied Fuel. 

     (b)  GST will be levied from a date to be notified on the recommendations of 
the GST Council. 

     (c)  GST will be levied but it will be exempt. 
    (d)  None of the above. 
24.  Supply of the following is not liable to GST…………… 
      (a) Alcoholic liquor for industrial consumption. 
     (b) Alcoholic liquor for medicinal consumption. 
     (c) Alcoholic liquor for Human consumption. 
     (d) Alcoholic liquor for animal consumption. 
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25.  GST is a comprehensive tac regime covering……….. 
       (a) Goods         (b) Services         

 (c) Both goods & Services       (d) None of the above. 
26.  Which is the following taxes have been subsumed under GST ? 
 (1)  Central Excise Duty      (2) Service Tax      
 (3) VAT        (4) Luxury Tax 
 Select the correct answer from the options given below: 
     (a)  (1) & (2) etc.              (b) (3) (1) & (2)    
 (c) All of the above            (d) None of the above 
27.  GST is comprehensive tax regime covering …………. 
     (a) Goods          (b) Services      
 (c) Both goods & services      (d) Goods, services and imports 
28.  Goods and service Tax is a tax levied on goods and services imposed at each 

point of : 
     (a) Demand          (b) Cash Sale (c) Supply  (d) Manufacturing 
29.  The CGST Act,2017 extends to 
   (a)  Whole of india excluding the state of Jammu & Kashmir       
   (b)  Whole of india. 
   (c)  Whole of india excluding the state of Jammu & Kashmir and Union 

temitoris.       
 (d)   Whole of india excluding the state of Jammu & Kashmir but including  

Union temitoris.  

4.3.2 Check Your Progress-2 

 Fill in the blanks      

1.  GST is a ……….. based Tax. 

2.  GST is levied on all goods and services …………….. [except/including] 
alcoholic liquor fot human. 

3.  GST is levied on all goods and services …………….. [except/including]  
petrol. 
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4.  Article …………….. enabled States to levy tax on services. 

5.  GST Council was formed under Articles………… 

6.  Compensation under the Goods and Services Tax …….. Act, 2017 will be a 
provided to a state for a period of ………. Years from the date on which the 
state brings its SGST Act into force. 

7.  For the purpose of calculating the compensation amount in any financial 
year under the Goods and Services Tax …………. Act, 2017, year 
…………. Will be assumed to be the base year , for calculating the revenue 
to be protected. 

8.  The union Finance Minister is the chaireperson of the …………… [GST 
Council/ GSTN] 

9.  The ……….. [GST Council/ Parliament] shall recommend the date on 
which the goods and services tax be levied on petrol. 

10.  GSTN stands for ………….. 

11.  India has adopted ………….. [Dual/ Single] GST Mode. 

12.  CGST is applicable to ……………. [intra state/ intra state] Supply. 

13.  IGST is applicable to ……………  [intra state/ intra state] Supply. 

14.  IGST= CGST ……………. [plus/ or] SGST. 

15.  Import will be attract Basic Custom Duty ……… [plus / or] IGST. 

16.  Stare Stamp Duty ………… [is / is not] subsumed under GST. 

17.  Betting Tax ………… [is/ is not] subsumed under GST. 

4.3.3 Check Your Progress-3 

Match the pairs. 

                       Column A                         Column B 

1. Custom Duty 

2. Income Tax 

3. Alcoholic liquor for human consumption 

(a) Not subsumed under Gst 

(b) Subsumed under GST 

(c) IGST + Customs duty 
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4. Petrol 

5. Immovable property 

6. Tobacco 

7. Intra- State supply 

8. Intra – State supply 

9. Imports 

10. Central Sales Tax 

11. Profession Tax 

(d) IGST 

(e) CGST + SGST/UTGST 

(f) GST + Excise Duty 

(g) Stamp Duty 

(h) VAT/CST 

(i) No GST 

(j) Direct Tax 

(k) Indirect Tax 

4.3.4 Check Your Progress-4 

 State whether True or False 

1.  Goods and Services Tax (GST) is in nature a value-added tax (VAT). 

2.  GST leads to cascading effect of taxes. 

3.  Central excise duty continue to be levied on manufacture/production of 
petroleum crude. 

4.  Transfer of immovable properties is subject to SGST (State GST) levied by the 
state Government. 

5.  Tobacco is subject to GST as well as central excise duty. 

6.  The prime Minister is the Chairperson of the GST Council. 

7.  CGST is applicable to imports. 

8.  UTGST is applicable to intra- state supply within Union Territory of Delhi. 

9. SGST  is applicable to intra- state supply within Union Territory of Puducherry. 

10.  IGST is applicable to Imports. 

11.  Chandigarh is governed by UTGST Act,2017 for levying UTGST. 

12.  Custom Duty is subsumed under GST. 

13.  Purchase Tax is subsumed under GST. 

14.  Octroi is not subsumed under GST. 
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15.  Luxury Tax is subsumed under GST. 

4.4 Answers to Check Your Progress 

Multiple choice questions (Check Your Progress-1) 

1.     (c) 

2.     (b) 

3.     (d) 

4.     (b) 

5.     (d) 

6.      (b) 

7.      (d) 

8.      (d) 

9.      (d) 

10.    (c) 

11.   (c) 

12.   (c) 

13.   (b) 

14.   (d) 

15.   (d) 

16.        (b) 

17.        (c) 

18.        (b) 

19.         (b) 

20.         (d) 

21.         (b) 

22.         (b) 

23.         (b) 

24.         (c) 

25.         (c) 

26.       (c) 

27.       (c) 

28.       (c) 

29.        (b) 

Fill in the blanks (Check Your Progress-2) 

 (1) Destination  (2) Except  (3) Except  (4) 246A  (5) 279A  (6) Compensation 
to States, five (7) Compensation to States, 2015-16  (8) GST Council  (9) GST 
Council (10) Goods and Services Tax Network  (11) Dual  (12) Intra-state  (13) inter-
state  (14) plus  (15) plus  (16) is not (17) is. 

Match the pairs (Check Your Progress-3) 

 (1) – (k),  (2) – (i),  (3) – (i),  (4) – (h),  (5) – (g),  (6) – (f),  (7) – (e),  (8) – (d),  
(9) – (c), (10) – (b),  (11) – (a) 

True or False (Check Your Progress-4) 

 True :   1, 3, 5, 9, 10, 11, 13, 15. 

 False :   2, 4, 6, 7, 8, 12, 14. 

4.5 Exercises : 
 1. Explain the meaning and features of GST. 

 2. What are the benefits of GST? 

 3. Enumerate the different types of GST. 

 4. Explain briefly Genesis of GST in India. 



 


