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Introduction to GST
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Current patchwork of Indirect taxes in India
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Proposed GST framework
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Salient features

► Dual-GST: Centre and States to levy GST on common base
► Integrated-GST for inter-state transactions (CGST + SGST); 

(eliminating CST) 
► GST credit mechanism:

► Central-GST credits to offset Central-GST liability 
► State-GST credits to offset respective State-GST liability 
► Integrated-GST to offset Integrated-GST, Central-GST or any 

State-GST liability 
► Minimum exemptions – potentially aligned to current VAT exemptions
► Exports to be zero-rated
► Treatment on SEZ/ EOUs to be agreed upon
► Imports to be subject to basic customs duty, Central-GST and State-

GST
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Proposed constitutional amendments

► Concurrent powers given to Centre and State to levy GST (proposed 
Article 246A)

► GST defined as any tax on supply of goods or services or both 
except on specified products

► Parliament given exclusive powers to:
► levy GST on inter-state trade and imports, and
► appropriate revenues among the Union and the States

► Creation of a GST Council
► Restriction or deletion of existing taxation powers

Revised Constitution Amendment Bill likely to be tabled
before the Parliament in the winter session
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GST base

Taxes

►Subsumed into GST
(i)     At the Central level

► Customs (CVD/ SAD), Central Excise
► Service Tax 
► Central Sales Tax

(ii)     At the State level
► State-VAT (sales tax) 
► Entry Tax
► Other state levies such as Luxury tax, 

Entertainment tax, Lottery tax etc

►Outside GST structure 
(i)     At the Central level 
► Basic Customs Duty
(ii)     At the State / Municipal level 
► Stamp duties 
► State Excise (on alcohol)?
► Octroi/ LBT?
► Municipal Entertainment tax? 

► Treatment being debated 
(i) Petroleum & Natural Gas*
(ii) Liquor (alcohol) 
(iii) Real Property

Sectors/products

*  Per latest information, Petroleum products may be brought into the GST ambit by making them zero rated , while the States and 
Centre may continue to levy VAT and Excise duty, respectively. 
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Proposed GST rates*

► Tax rates evenly split between the Centre and the States
► Tax Rates: 12%, 16%, 20%

Year 1 Year 2 Year 3
Essential Goods 12% 12% 16%
Services 16% 16% 16%
Other goods/supplies 20% 18% 16%

* Proposed in the year 2011 by the Central Government, not yet agreed to by the States
**  As per latest information on NIPFP estimates, the combined revenue neutral rate (RNR) could be as 
high as 27% 
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Current status

Framework
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Current status 
(contd.)

Legislative

Constitutional amendment –
revised bill likely to be 
tabled in Winter Session of 
the Parliament

GST regulations, including 
Place of Supply Rules, 
drafting under way

Administration

GSTN moving forward; 
likely to pick up pace once 
Constitutional Bill is passed

WIP on division of 
administrative powers

Potential introduction of GST in April 2016
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Comparison with existing regime
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Illustration of existing indirect tax structure
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Illustration of proposed GST model
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GST: Potential impact areas
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Potential impact areas

Pricing +
► B2B supplies with credit available to 

customer beneficial
► B2C supplies favourable for goods
► B2C supplies may be adverse for 

services (higher rate of tax)
► B2G supplies may have price challenges 

if Government outside GST

Costing +
► Lower tax cascading likely to benefit 

input cost structures 

Margins +
► Review of margins - Optimizing GST 

credits could improve margins
► Assess impact on incentives & hence, 

margins
► Decision to pass on tax benefit (if any) to 

customers

IT systems +
► Requirement for GST compliant ERP 

systems
► Invoicing
► Tax rates
► Accounting/ Capturing taxes & 

credits
► Data required for return 

preparation 

High Medium

Treatment of tax incentives +
► Ambiguity with respect to impact on 

existing area/ investment based 
incentives 

► Transition management vis-à-vis 
Government key to maintaining 
business/ cost “status quo”
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Potential impact areas

Transition issues -
► Treatment of multi-year supply contracts 
► Impact on GST on prices agreed with 

vendors to be assessed
► Impact on existing tax credits, positions 

and open assessments

Tax compliance/ administration -
► GST registrations
► Manner of claiming/ utilizing input tax 

credits
► Procedural formalities (especially at 

State-GST level) needs to be planned/ 
addressed

High Medium

Supply chain +
► Business drivers (and not tax drivers) to 

define supply chain
► Sourcing  strategy
► Distribution strategy
► Make v/s Buy
► Inventory management
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Recommended approach for implementation

Prepare for GST Impact Analysis Transition 

► Tracking of GST 
developments

► Advocacy on overall 
GST policy

► Map the current 
supply chain on an 
‘as is’ basis 

► Data/ information 
collection for impact 
assessment

► Understanding the IT 
system configuration

► Awareness/training

► Review of draft 
legislation and 
representation

► Impact Analysis and 
advisory on:
► Taxation structure
► Supply chain
► Pricing & profitability
► Cash flow/Working 

capital

► Design and review 
of IT system

► Transition planning
► Input tax credit
► Structure and 

implementation of 
alternate business 
models to optimize 
GST liability

► Implement the 
following:
► Changes in business 

structure, as required
► Changes in tax 

procedures and 
processes

► IT implementation 
support
► ERP system 

reconfiguration
► Compliance support

► Manuals/ SOPs
► Statutory 

documentation
► Registration 

► Conduct training 
sessions – internal/ 
dealers/ vendors

► Compliance 
management

► Input tax credit 
management

► IT assurance
► Exploring further 

planning 
opportunities

Post implementation

Program and Change Management

Draft legislation Final legislation Go live

Disclaimer 

The information in this presentation is available to you on the strict understanding 
that it or the information herein, will not be shown, read, or passed to any person 
who is not a current employee of yours.  This presentation is strictly confidential.

The presentation is prepared on the basis of available news articles and Working 
Papers/ Reports released in the Public Domain over a period of time. This 
presentation is developed by Ernst & Young LLP (‘EY’) and will remain its property 
and as such, the contents may not meanwhile be disclosed by you to any third 
party, nor may any original concept devised by EY be used commercially.  

The GST legislation is not yet drafted and therefore, this presentation should not be 
construed  as an advise on any aspect related to GST. 
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