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Chapter 1 - GST in India — An Introduction

Question: 1 [ICAT Mat]
List some of the benefits that GST may accrue o the economy.

Solution:

6ST may accrue following benefits to the economy:

(a) Creation of unified national market: GST aims to make India a common market with common tax rates and
procedures and remove the economic barriers, thereby paving the way for an integrated economy at the national
level.

(b) Boost to ‘Make in India' initiative: GST may give a major boost to the ‘Make in India' initiative of the Government
of India by making goods and services produced in India competitive in the national as well as international market.
This would make India a manufacturing hub.

(c) Boost to investments, exports and employment: Under the GST regime, the principle of exporting only the cost
of goods or services and not taxes is being followed. This may boost Indian exports thereby improving the balance
of payments position. Exporters are being facilitated by grant of provisional refund of 90% of their claims within 7
days of issue of acknowledgement of their application, thereby resulting in the easing of position with respect to
cash flows.

Further, the subsuming of major Central and State taxes in GST, complete and comprehensive set-off of input tax
on goods and services and phasing out of Central Sales Tax (CST) may reduce the cost of locally manufactured goods
and services. Resultantly, the competitiveness of Indian goods and services in the international market may increase
to give boost to investments and Indian exports.

With a boost in exports and manufacturing activity, more employment would be generated and GDP would increase.

Question: 2 [ICAT Mat]

Explain with the help of examples how a particular transaction of goods and services is taxed simultaneously under
Central GST (CGST) and State GST (SGST)?

Solution:

The Central GST and the State GST is levied simultaneously on every intra-State supply of goods or services or both
made by registered persons except the exempted goods and services as well as goods and services which are outside
the purview of GST. Further, both are levied on the same price or fransaction value. The same can be better
understood with the help of following examples:

Example I: Suppose that the rate of CGST is 10% and that of SGST is 10%. When a wholesale dealer of steel in
Uttar Pradesh supplies steel bars and rods to a construction company which is also located within the same State
for, say Rs. 100, the dealer would charge CGST of Rs. 10 and SGST of Rs. 10 in addition to the basic price of the
goods. The CGST component will go into a Central Government account while the SGST portion into the account of
the concerned State Government (viz. U.P.).

It is important to note that he might not actually pay Rs. 20 (Rs. 10 + Rs. 10) in cash as he would be entitled to set-
off this liability against the CGST or SGST paid on his eligible purchases (inputs, input services and capital goods)
assuming that all his purchases are intra-State. However, for paying C6ST, he would be allowed to use only the credit
of CGST paid on his purchases while for SGST he can utilize the credit of SGST alone. CGST
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credit cannot be used for payment of SGST and vice versa.

Example IT: Suppose, again the rate of C6ST is 10% and that of SGST is 10%. When an advertising company located
in Mumbai supplies advertising services to a company manufacturing soap also located within the State of
Maharashtra for, let us say Rs. 100, the ad company would charge CGST of Rs. 10 as well as SGST of Rs. 10 at the
basic value of the service. The C6ST component will go into a Central Government account while the SGST portion
into the account of the Maharashtra Government.

He might not actually pay Rs. 20 (Rs. 10+Rs. 10) in cash as it would be entitled to set-off this liability against the
CGST or SGST paid on his eligible purchases (say, of inputs such as stationery, office equipment, services of an
artist etc.) assuming that all his purchases are intra-State. However, for paying C6ST, he would be allowed to use
only the credit of CGST paid on its purchase while for SGST, he can utilise the credit of SGST alone. C6ST credit
cannot be used for payment of SGST and vice versa.

Question: 3 [ICAI Mat]
Why was the need to amend the Constitution of India before introducing the 6ST?
Solution:

Earlier, the fiscal powers between the Centre and the States were clearly demarcated in the Constitution with
almost no overlap between the respective domains. The Centre had the powers to levy tax on the manufacture of
goods (except alcoholic liquor for human consumption, opium, narcotics etc.) while the States had the powers to levy
tax on the sale of goods. In the case of inter-State sales, the Centre had the power to levy the Central Sales Tax
but the tax was collected and retained entirely by the States. As for services, it was the Centre alone that was
empowered to levy service fax.

Introduction of the GST necessitated the amendments in the Constitution so as to simultaneously empower the
Centre and the States to levy and collect this tax. The Constitution of India was amended by the Constitution (1015
Amendment) Act, 2016 for this purpose. Article 246 A of the Constitution introduced thereby empowered the Centre
and the States to simultaneously levy and collect the GST.

Question: 4 [ICAT Mat]
GST is a destination-based tax on consumption of goods or services or both. Discuss the validity of the statement.
Solution:

The given statement is valid. GST is a destination-based tax on consumption of goods or services or both. GST is
known as destination based tax since the tax would accrue to the taxing authority which has jurisdiction over the
place of consumption which is also termed as place of supply.

For example, if A in Delhi produces the goods and sells the goods to B in Haryana. In this case, the tax would accrue
to the State of Haryana and not to the State of Delhi. On the other hand, under pre-GST regime, origin based
taxation was prevailing in such cases.

Under origin-based taxation, the tax used to accrue to the State from where the transaction originated. In the

given case, under origin-based taxation, the central sales tax would have been levied by Centre and collected by the
State of Delhi and not by the State of Haryana.

By CA. Akash Bansal www.hakkseca.com



Ch.1-GSTin India-An Introduction

Question: 5 [ICAT Mat]

Discuss the leviability of GST or otherwise on the following:

(a) Alcoholic liquor for human consumption

(b) Petroleum crude, diesel, petrol, Aviation Turbine Fuel (ATF) and natural gas
(c) Tobacco

(d) Opium, Indian hemp and other narcotic drugs and narcotics

Solution:

(a) Alcoholic liquor for human consumption: is outside the realm of 6ST. The manufacture/production of alcoholic
liquor continues to be subjected to State excise duty and inter-State/intra-State sale of the same is subject to
CST/VAT respectively.

(b) Petroleum crude, diesel, petrol, ATF and natural gas: As regards petroleum crude, diesel, petrol, ATF and
natural gas are concerned, they are not presently leviable to GST. 6ST will be levied on these products from a date
to be notified on the recommendations of the GST Council. Till such date, central excise duty continues to be levied
on manufacture/production of petroleum crude, diesel, petrol, ATF and natural gas and inter-State/intra-State sale
of the same is subject to CST/ VAT respectively.

(c) Tobacco: Tobacco is within the purview of GST, i.e. GST is leviable on tobacco. However, Union Government has
also retained the power to levy excise duties on tobacco and tobacco products manufactured in India. Resultantly,
tobacco is subject to GST as well as central excise duty.

(d) Opium, Indian hemp and other narcotic drugs and narcotics: Opium, Indian hemp and other narcotic drugs and
narcotics are within the purview of GST, i.e. GST is leviable on them. However, State Governments have also retained
the power to levy excise duties on

such products manufactured in India. Resultantly, Opium, Indian hemp and other narcotic drugs and narcotics are
subject to GST as well as State excise duties.

Question: 6 [ICAT Mat]

Under Goods and Services Tax (6ST), only value addition is taxed and burden of tax is to be borne by the final
consumer. Examine the validity of the statement.

Solution:

The statement is correct. Goods and Services Tax is a destination-based tax on consumption of goods and services.
It is levied at all stages right from manufacture up to final consumption with credit of taxes paid at previous stages
available as setoff. Resultantly, only value addition is taxed and burden of tax is to be borne by the final consumer.

Question: 7 [ICAT Mat] [MTP May 2025]

Which are the commodities which have been kept outside the purview of 6ST? Examine the status of taxation of
such commodities after introduction of GST.

Solution:

Article 366(12A) of the Constitution as amended by 101st Constitutional Amendment Act, 2016 defines the Goods
and Services tax (6ST) as a tax on supply of goods or services or both, except supply of alcoholic liquor for human
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consumption. Therefore, alcohol for human consumption is kept out of GST by way of definition of GST in the
Constitution. Five petroleum products viz. petroleum crude, motor spirit (petrol), high speed diesel, natural gas and
aviation turbine fuel have temporarily been kept out of the purview of GST; GST Council shall decide the date from
which they shall be included in GST. The erstwhile taxation system (CST/VAT & central excise) still continues in
respect of the said commodities.

Question: 8 [ICAT Mat]
A dual GST has been implemented in India. Elaborate.
Solution:

A dual 6ST has been implemented in India with the Centre and States simultaneously levying it on a common tax
base. The GST levied by the Centre on intra-State supply of goods and / or services is called the Central GST (CGST)
and that levied by the States/ Union territory is called the State GST (SGST)/ Union GST (UTGST). Similarly,
Integrated GST (IGST) is levied and administered by Centre on every inter-State supply of goods and/or services.
India is a federal country where both the Centre and the States have been assighed the powers to levy and collect
taxes through appropriate legislation. Both the levels of Government have distinct responsibilities to perform
according to the division of powers prescribed in the Constitution for which they need to raise resources. A dual
GST, therefore, keeps with the Constitutional requirement of fiscal federalism.

Question: 9 [ICAT Mat]
Discuss Article 269A pertaining to levy and collection of GST on inter-State supply.
Solution:

Article 269A of the Constitution stipulates that Goods and Services Tax 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.

Here, supply of goods, or of services, or both in the course of import into the territory of India shall be deemed to
be supply of goods, or of services, or both in the course of inter-State trade or commerce.

The amount so apportioned to a State shall not form part of the Consolidated Fund of India. Where an amount
collected as IGST has been used for payment of SGST or vice versa, such amount shall not form part of the
Consolidated Fund of India/State respectively. This is to facilitate transfer of funds between the Centre and the
States.

Parliament is empowered to formulate the principles for determining the place of supply, and when a supply of goods,
or of services, or both takes place in the course of inter-State trade or commerce

Question: 10 [ICAT Mat]
Discuss Article 246 A which grants the power to make laws with respect to Goods and Services Tax.

Solution:

Article 246A stipulates that Parliament, and, the Legislature of every State, have power to make laws with respect
to goods and services tax imposed by the Union or by such State.

Parliament has exclusive power to make laws with respect to goods and services tax where the supply of goods, or
of services, or both takes place in the course of inter-State trade or commerce.
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However, in respect to petroleum crude, high speed diesel, motor spirit (commonly known as petrol), natural gas and
aviation turbine fuel, the aforesaid provisions shall apply from the date fo be notified by the Government on the
recommendations by the GST Council.

Question: 10 [Paper May 2025]
List the deficiencies in the erstwhile value-added taxation which led to evolution of Goods and Services Tax.
Solution:

List of deficiencies in the erstwhile value-added taxation which led to evolution of GST:

(i) Certain transactions were being double taxed as both goods and services due to unclear distinction between goods
and services.

(ii) There was cascading of taxes because CENVAT excluded value addition in distribution stage and in the State-
level VAT, CENVAT load on the goods was not removed.

(iii) Credit of CENVAT and State-Level VAT could not be set-off against each other.

(iv) For a single transaction, multiple taxes in multiple forms were required to be paid. Several State taxes like
Luxury Tax, Entertainment Tax, etc. were not subsumed in the VAT.

(v) State-level VAT and service tax were not integrated, thereby causing tax cascading.

(vi) CST, being non-VATable, caused tax cascading. Being origin based, it violated the consumption tax principles.
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