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             DIMENSIONS – GST Edition 
16 June 2016  

 
Charge of tax  
The levy is on supply of goods and / or services, 
which could be a transaction of sale, lease, barter, 
exchange, stock transfer, etc. made or agreed to be 
made for a consideration, by a person in the course 
of or furtherance of business. Further, specified 
activities without consideration are also proposed 
to be brought under the GST net such as free 
samples, import of service, transaction between 
principal & agent etc. This is a major deviation from 
the current laws, and the most prominent example 
being barters / exchanges which are currently not 
liable to VAT.  The concept of reverse charge which 
until now has been applicable to services will also 
now get extended to specified transactions of 
supply of goods.  Optional composition scheme for 
small businesses (turnover not exceeding Rs. 50 
lakhs) have been provided, with a condition that no 
input tax credit is available and the amount paid 
under composition is not available as credit to the 
buyer. 
 

 
Place of supply 
Place of supply which is the key to GST have been 
defined. The basic principles of CST act with respect 
to movement of goods from one state to another 
have been incorporated in the proposed law.  
Similarly, the basic principles of place of supply of 
services under current Place of Supply of Services 
Rules have been incorporated in the proposed law. 
 
Time of Supply 
Time of supply of goods is defined as the earliest of 
the date of removal for supply or the date when 
made available for the recipient (if movement is not 
required) or date of invoice or date of receipt of 
payment.  This is a major deviation from the current 
statutes which do not link the time of supply of 
goods to receipt of payment. Similarly, time of 
supply of service is defined to be the earliest of date 
of receipt of payment or date of invoice or date of 
completion of service etc. This is similar to the 
current provisions of Service tax laws.  
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Value of supply 
The concept of transaction value as currently 
applicable under the excise laws are retained under 
the new laws. The concept of MRP based assessment 
under Central Excise laws has been done away with 
as GST is a multi-point levy. Also, certain key 
concepts under the excise valuation laws have been 
incorporated under the model GST law. The 
transaction value would include value of goods / 
services supplied free of cost (if not already included 
in value), royalties and license fees related to supply 
of goods and / or services as a condition of supply 
(currently only applicable to goods), expenses 
incurred at the time of, or before delivery of goods, 
subsidies, reimbursable expenses, discounts 
provided after supply (unless known earlier). Clearly 
some of the above provisions are likely to create 
challenges in their application or will result in 
business cost.  
 
Certain specific situations have been carved out 
where the transaction value will be discarded and 
price will be determined as per the Rules. E.g. where 
consideration is not wholly or partly in money, 
related party transactions (until now not applicable 
under VAT / service tax laws), where there is reason 
to doubt the truth or accuracy of transaction value 
declared. These rules are largely based on Customs 
Valuation Rules, 2007 and provide for determining 
value on the basis of comparison with like 
goods/services, computed method and rejection of 
declared value. It also deals with valuation in case of 
pure agents and money changers.  
 
Input tax credit 
The Input tax credit provisions are key to the entire 
GST framework, allowing seamless flow of credits 
across goods and services. A notable change is the 
recognition of concept of business for allowing 
credits has been brought in, albeit some restrictions, 
which has been a long standing industry demand. 
 
A time limit of 1 year from the date of issue of tax 
invoice has been prescribed for taking credit. Credit 
shall be eligible for the portion attributable to 

business & relating to taxable supplies including 
zero rated supplies. In case of common 
procurements, credit is not eligible for portion 
attributable to non-business activities and exempt / 
non-taxable supplies. The provision also provides for 
transfer of credit in case of sale, amalgamation, 
merger etc.  A negative list on which input credit will 
not be eligible has also been prescribed, which are 
similar to the restrictions prescribed under the 
current service tax & VAT laws, the notable ones of 
which are as follows:  
(a) credit on motor vehicles, with a few exceptions;  
(b) goods and / or services in relation to food and 

beverages, outdoor catering, beauty treatment 
etc., when they are primarily for personal 
consumption or use of employee; 

(c) goods and / or services acquired in the 
execution of works contract which results in 
construction of immovable property, other than 
plant & machinery; 

(d) goods acquired by a principal, the property in 
which is not transferred to any other person, 
which are used for construction of immovable 
property, other than plant and machinery, etc. 

A major change is with respect to eligibility of credit 
which is linked to the tax actually paid by the 
supplier. 
 
Under the current regime, there are specific 
provisions relating to availment of CENVAT credit on 
Capital goods (50:50 ratio), retention of credit under 
State VAT laws on certain capital goods etc. The 
model GST law does not appear to have any such 
time restrictions.  
 
Further, under the GST regime, there would be 
greater credit availability as credit reversals in 
relation to trading of goods and retention on inter-
state transfer of goods as also ineligibility of service 
tax credit in the hands of a trader would be 
eliminated. 
 
Special provisions have been prescribed towards 
availment of input tax credit in case of job work, 
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similar to those contained in the current Rule 4(5) of 
the CENVAT Credit Rules, 2004.  
 
The model law also contains provisions as regards 
distribution of credit. This becomes important as 
there would be multiple State wise registrations and 
common credits may get blocked at the HO or at 
other location. Hence, there could be a situation of 
pay out from one State and excess credits in other 
State. The most notable provisions are distribution of 
SGST as IGST where distributor and recipient are 
located in different States, and distribution of CGST 
& SGST to a business vertical where distributor and 
recipient are located in the same State. The credit 
required to be distributed shall be based on the 
principle of attribution to the supplier.  
 
Elaborate provisions have been made to match 
transactions of supply and corresponding receipt by 
the recipient for the purposes of ITC. Unless the 
mismatches are reconciled, either the ITC would be 
denied or the Supplier will need to make good the 
tax.    
 
Similar provisions have also been formulated 
towards matching of credit notes and debit notes 
relating to supply. 
 
Registration & threshold 
The new law would require registration in all States 
of operations, whether it be a seller or a service 
provider. The option of registration as a business 
vertical is a new and welcome provision.   
 
The normal threshold limit for registration is at Rs. 9 
lacs (Rs. 4 Lacs for North Eastern States including 
Sikkim) which is substantially lower than current limit 
of Rs. 1.5 crores under Excise. A person can also 
register voluntarily. 
 
Certain persons are mandatorily required to obtain 
registration irrespective of threshold limit such as 
those engaged in inter-state taxable supply, casual 
taxable supply, persons required to pay tax under 

reverse charge, non-resident taxable persons, 
persons who are required to deduct tax, etc.  
 
Registration under GST is mandatory for a person 
holding a license or registration under earlier law. 
However, such persons may not be required to apply 
for fresh registration. Existing taxpayers will be 
issued Registration Certificate on a provisional basis, 
valid for 6 months. 
 
The grant of registration to a non-resident is a 
welcome provision. However, the registration is valid 
only for a period of 90 days, which can be further 
extended. Also, the estimated tax is required to be 
deposited in advance.  
 
Registration may be cancelled under specified 
circumstances. However, cancellation of registration 
shall not affect the liability of the taxable person to 
pay tax and other dues under the Act. Further, the 
cancellation of registration under the CGST Act / 
SGST Act shall be deemed to be a cancellation of 
registration under the SGST Act/ CGST Act. 
 
Tax Invoice, credit notes and debit notes 
A registered taxable person supplying taxable goods 
is required to issue, at the time of supply, a tax 
invoice showing description, quantity, value of 
goods and tax charged thereon and other prescribed 
particulars. A bill of supply has been prescribed for 
non-taxable supplies. 
 
Payment of tax, interest, penalty and other 
amounts 
Any kind of payment and ITC shall be credited to the 
electronic cash ledger of such person which can be 
used for making payment towards tax, interest, 
penalty, fees or any other amount. 
 
The amount available in the electronic credit ledger 
can be used towards making payment of tax under 
the provisions of the Act, as tabulated below: 
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Utilization* IGST CGST SGST 
Tax IGST    CGST    SGST    

*First utilized towards payment of respective tax and the 
remaining towards payment of other taxes. 
 
Interest at the notified rate shall be payable for the 
period for which the tax or any part thereof remains 
unpaid. Similarly, undue or excess claim of input tax 
credit shall be liable to interest. 
 
Returns 
CGST Act has prescribed filing of various e-returns, a 
synopsis of which has been tabulated hereunder: 

Type of return Relevant for Timelines 
Outward supplies Every registered taxable person, except Input service distributor, person paying tax under the Composition scheme, and person paying TDS. 

Monthly return to be filed on or before the 10th day of the month succeeding the applicable tax period 
Inward supplies Monthly return to be filed on or before the 15th day of the month succeeding the applicable tax period 
Monthly return Every registered taxable person, except for the person paying tax under Composition scheme, and person paying TDS 

Within 20 days from the end of the month 

Quarterly return Person paying tax under Composition scheme 

Within 18 days from the end of the quarter 

Monthly TDS return  
Person paying TDS Within 10 days from the end of the particular month 

ISD monthly return 
ISD Within 13 days after the end of such month 

 
Monthly/quarterly return cannot be furnished if valid 
return for any previous tax period is not furnished. 
 
Tax to be paid before the last day on which the 
monthly/quarterly return is required to be filed.  
 
Monthly/quarterly return filed without payment of 
tax shall not be treated as a valid return for allowing 
input tax credit in respect of supplies made by such 
person.  
 
If there are no supplies for goods / services, Nil 
returns are to be filed. 
 
Rectification of omission or incorrect particulars in 
the return field can be made if such omission or 
incorrect particulars are detected suo-moto.  
 
Final return is to be filed by a person who applies for 
cancellation of registration. 
 
Special provision for filing first return  
 
Input tax credit (ITC) can be taken on self-assessment 
basis, which shall be credited to electronic credit 
ledger on a provisional basis.  
 
ITC cannot be utilised if a person has not furnished a 
valid return and self-assessed tax has not been paid. 
 
Detailed provisions incorporated for matching 
reversal and reclaim of input tax credit and output 
tax liability.  
 
Annual return to be filed by the specified persons, 
before the 31st December following the end of the 
financial year. 
 



  

5 | P a g e  
   © Dhruva Advisors LLP. All rights reserved.  

Penalty for late filing of returns (except Annual 
returns) shall be Rs. 100 per day during which the 
default continues subject to maximum of Rs. 5000/-.  
 
Penalty for late filing of Annual returns shall be Rs. 
100 per day during which the default continues 
subject to a maximum of 0.25% of his aggregate 
turnover. 
 
Provisions have also been made for tax return 
preparers. 
 
Tax deduction at source (TDS) 
Specified persons may be required to deduct tax 
@1% from the payment made or credit to the 
supplier, where the total value of such supply, under 
a contract, exceeds Rs. 10 lakh.  
 
TDS should be paid within 10 days after the end of 
the month in which such deduction is made and TDS 
certificate for the same to be provided to deductee.   
 
If certificate is not provided within 5 days of payment 
of TDS by the deductor, a late fee of Rs. 100 per day 
shall be payable by the deductor, subject to a 
maximum of Rs. 5000.  
 
Credit of such TDS would be available to the 
deductee in his electronic cash ledger.  
 
Refund of tax 
Refund for any tax and interest or any other amount 
can be claimed within 2 years from the relevant date. 
Limitation of 2 years would not apply for payments 
made under protest. 
 
Refund of unutilised ITC available only in cases of 
exports or in cases where the credit has accumulated 
on account of inverted duty structure.  
 
80% refund can be claimed provisionally and balance 
20% after verification.  
 

Refund order to be passed within 90 days from the 
date of receipt of complete application. 
 
No refund shall be paid if the amount is less than Rs. 
1,000. 
 
Interest shall be payable in case of delay in refunds 
within stipulated period. 
 
Provisions to withhold the refund or appropriate 
such refund incorporated. 
  
Accounts and Records 
Prescribed accounts to be kept and maintained at 
the principal place of business as mentioned in the 
registration certificate. Where more than one place 
of business is specified in the certificate of 
registration, the accounts relating to each place of 
business shall be kept at such places of business. 
 
Accounts may be kept and maintained in electronic 
form. 
 
Accounts to be audited by CA or CMA where 
turnover exceeds the prescribed limit.  
 
Accounts and records are to be retained for a period 
of 60 months from the last date of filing of Annual 
Return. 
 
Accounts and records pertaining to an appeal or 
revision or proceeding shall be kept for a period of 
one year after final disposal of such appeal or 
revision or proceeding or the period of 60 months 
specified, whichever is later. 
 
Special procedure for job worker 
Special provisions have been prescribed for removal 
of goods by principal to a job worker without 
payment of tax.  The provisions also offer flexibility 
to: 
 Remove the goods from the premises of job 

worker without payment of tax in a situation 
where they are brought back to the place of 
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business of the principal and tax is paid 
therefrom or without payment of tax for exports; 
or  

 Supply the goods from the place of business of 
the job worker on payment of tax or without 
payment of tax for exports. In such case, the 
place of business of job worker will have to be 
declared as an additional place of business of the 
principal. This is subject to two exceptions - (a) 
where job worker is himself registered or (b) 
where the principal is engaged in supply of such 
goods as may be notified. 

 Goods including capital goods can be received 
by job worker directly from the supplier, without 
being brought to the premises of the Principal 

The responsibility for accountability of the goods 
including payment of tax shall be on the principal. 
Although the model law is silent, it is likely that the 
above would apply even in cases where the job 
worker is not in the same state as the principal. 
 
Taxation of Electronic commerce 
Provisions have been introduced to tax supply of 
goods and services through e-commerce operators. 
Such operator should deduct an amount at the time 
of crediting the Supplier’s account. The attempt 
appears to bring in traceability of the transaction and 
to prevent leakage of tax.  The amount so deducted 
should be deposited by the operator before 10th of 
the succeeding month which would be credited to 
Electronic Cash register of the Supplier.  
 
Further, every operator is required to furnish a 
statement, electronically of all amounts collected 
towards outward supplies of goods and/or services 
effected through it during a calendar month, within 
10 days of the end of such month. 
 
Prescribed authorities can also require the operator 
to furnish:  
(a) supplies of goods and/or services effected 
through such operator during any period or;  

(b) stock of goods held by the suppliers making 
supplies through such operator in the godowns or 
warehouses managed by operators and declared as 
additional place of business by the suppliers. 
 
Assessment & Provisional Assessment 
As in the existing system a registered taxable person 
is required to self-assess and pay tax. Provisions have 
been prescribed for opting for provisional 
assessment where the taxable person is unable to 
determine the value of goods and/or services or 
determine the rate of tax. These provisions are 
similar to that applicable currently under the excise / 
service tax laws. The Finalisation of assessment needs 
to be completed within 6 months.  

 
Audit & Special audit 
The concept of Audit by tax authorities and Special 
Audit in existing provisions of Excise, Service Tax and 
VAT laws have been incorporated in the proposed 
law.   
 
Demand & adjudication 
Time limits have been laid down to pass adjudication 
orders in cases of notices issued unlike the present 
provisions where there are time limits only for 
issuing notices. 
 
Demand proceedings can be summarised as follows: 

Particulars 

Tax not paid / short paid / erroneously refunded on account of 
Other than fraud/ wilful misstatement/ suppression of facts 

Fraud/ wilful misstatement/ suppression of facts 
Time period for issue of order 

3 years from the due date or the actual date, whichever is earlier, for 

5 years from the due date or the actual date, whichever is earlier, for filing of annual return/ 5 
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filing of annual return/ 3 years from the date of erroneous refund 

years from the date of erroneous refund 

Levy of Penalty before service of Notice 

No penalty payable, if tax and interest is paid  

Penalty @ 15%, if tax and interest is paid 

Levy of Penalty after issue/communication of Notice 

No penalty is payable, if tax and interest is paid within 30 days of issue of notice 

Penalty @ 25% payable, if tax and interest is paid within 30 days of communication of notice 
Levy of Penalty in the order 

10% of the tax or Rs. 10,000/- whichever is higher 

Penalty @ 50% of tax, if tax and interest is paid within 30 days of communication of order else 100% of tax. 
 
However, in all the above cases the tax payer would 
have no recourse to appeal except where the tax 
payer opts not to avail the option of reduced 
quantum of penalty. 
 
Recovery 
The Model law proposes the recovery similar to the 
existing Excise, Service tax and VAT laws i.e. proper 
officer may deduct the tax amount due to such 
person from any amount payable to such person / 
detaining and selling any goods belonging to such 
person/ commencement of garnishee proceedings / 
distrain of any movable or immovable property. 
 
Inspection, Search, Seizure and Arrest 
The Model law has maintained similar provisions 
relating to inspection, search and seizure as it exists 
under current indirect tax regime. 
 
Commissioner is empowered to authorise any 
CGST/SGST officer to arrest a person, committing 
certain specified offences such as supply of goods 

without invoice, collecting but not paying tax etc., 
wherein the amount of tax evaded exceeds an 
amount of Rs. 50 lakhs.  
 
Offences and Penalties 
Penalties for certain offences such as short payment, 
non-payment, fraudulent refund, collecting tax but 
not depositing to Government etc. has been kept at 
Rs. 10,000 or the amount of tax evaded, fraudulent 
refund obtained, whichever is higher.  
 
General penalty would extend upto Rs. 25,000. 
Further, for the repetitive offenders a separate 
penalty has been prescribed amounting to Rs. 10,000 
or 10% of the tax short paid, whichever is higher. 
 
Prosecution and Compounding Of Offences 
For the offences, such as supply of goods without 
invoice/ incorrect invoice/ false invoice, fraudulent 
refund, falsifying financial records, etc., the following 
punishment has been prescribed: 

Amount of tax evaded Punishment Nature of offence 
Above Rs. 2.5 crores Imprisonment for a term upto 5 years with fine 

Cognizable and non bailable 
Above Rs. 50 lakhs but less than Rs. 2.5 crores 

Imprisonment for a term upto 3 years with fine 
Non-cognizable and bailable 

Above Rs. 25 lakhs but less than Rs. 50 lakhs 

Imprisonment for a term upto 1 years with fine 
Non-cognizable and bailable 

Repeatedly convicted Imprisonment for a term upto 5 years with fine 
Non-cognizable and bailable 

 
The offences may be compounded by the 
Competent Authority, subject to certain exceptions. 
Competent Authority has not been defined as of 
now. Also, the compounding payment would be 
between the minimum of Rs. 10,000 or 50% of the 
tax involved, whichever is higher and would be 
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subject to a maximum of Rs. 30,000 or 150% of the 
tax involved, whichever is higher. 
 
Appeals and Revision 
Appeals before the first appellate authority to be 
filed along with deposit of 10% of the amount in 
dispute. Amount in dispute to also include amount 
of fee or penalty imposed. 
 
In case of SGST law, the Commissioner has been 
given revisional powers by virtue of which he can 
stay the operation of the order for such period as he 
deems fit and make further inquiry for passing a 
revised order.  
 
National Goods and Services Tax Appellate Tribunal 
to replace CESTAT and each state to have a branch 
called State GST Tribunal. Appeals to such Tribunal 
would be admitted only if the 10% of the amount in 
dispute is deposited.    
 
With respect to appeals filed under SGST law, the 
department authorities may apply to first appellate 
authority or Tribunal, as the case may be, for 
ordering higher amount of pre-deposit in ‘serious 
cases’. 
 
Refund of pre-deposit, where applicable, would be 
made with interest from the date of deposit till the 
date of refund. 
 
High Court to entertain appeals in all cases which 
involves question of law except relating to disputes 
on place of supply or Intra state /Interstate supply. 
No specific exclusion for cases relating to 
classification and valuation as it exists under present 
laws. 
 
Sums due to government to be paid as per orders 
passed by the High Court or Tribunal irrespective of 
the fact that appeals have been preferred before the 
higher forum. 
 
An order by GST officer sanctioning prosecution 
would be non-appealable under the GST Act. 

Advance Ruling 
Authority for Advance Ruling shall be located in each 
state and comprise of one member from Central 
Government and one member from State 
Government. 
 
Matters for which ruling may be sought has wide 
coverage to include those which are presently 
covered both under the Central Acts and State VAT 
Acts 
 
Liability to pay in certain cases 
Person responsible to pay tax in cases of transfer of 
business, amalgamation, liquidation etc. has been 
identified. Further transfer of business as a whole 
(i.e., slump sale) has not been specifically excluded, 
which at present is not subjected to levy of VAT. 
 
Tax liability, if any, would devolve on the successors 
of the business. 
 
Miscellaneous Provisions 
Every taxable person to be given a GST compliance 
rating score which would also be placed in public 
domain. Specified persons to file Annual Information 
Return relating to payment of tax and transactions in 
goods and services. 
 
GST officers empowered to may make test purchases 
and drawal of samples to check compliances. 
 
Mode of service of notice to also include by way of 
hand delivery, by courier, e-mail, facsimile, on 
dashboard of taxpayers website, SMS and by 
publication in newspaper circulating in locality of 
taxpayer. 
 
Transitional provisions 
Transitional provisions have been drafted to 
encompass various situations viz. a) entitlement to 
CENVAT credit / input tax credit carried forward in 
last return prior to GST law; b) un-availed credit on 
capital goods under CGST and SGST; c) credit of 



  

9 | P a g e  
   © Dhruva Advisors LLP. All rights reserved.  

duties in respect of inputs held in stock, inputs 
contained in semi-finished / finished goods in stock 
on enactment of GST law; d) inputs removed for job-
work, e) treatment in case of long term construction 
contracts, etc. 
While the model law seeks to cover various 
scenarios, certain issues are untouched in the model 
law and needs serious considerations before 
finalisation of the law. Some of them are: 
a) No mention on incentive schemes currently 

availed under various state-VAT laws. However, 
one could be hopeful that the same would be 
incorporated in the respective state GST 
legislations. 

b) Unavailed Cenvat credit in respect of inputs and 
input services. 

c) Transitory provision in respect of inputs sent 
under pre-GST regime to job-worker and 
received during the GST regime beyond the 
stipulated time frame – There seems to be 
dichotomy in the provisions in so far as it directs 
payment of tax by job-worker as well as 
manufacturer. 

d) Similar dichotomy exists with respect to 
provisions on goods sent on approval basis and 
semi-finished goods sent on job-work basis. 

e) Credit of Excise duty of stocks with traders as 
they would have only a VAT invoice and not an 
excise invoice. 

f) Mechanism of pass-through of duty on stocks 
lying with Importer dealer / First stage & 
Second stage dealers 

 
 Dhruva Comments: 
The draft GST law has come as a booster to the industry and trade which has been for long expressing the need for implementation of GST.  It is 
also expected that the final law would evolve with completely synchronised provisions of major 
legislations like Central Excise, Service Tax and State 
VAT laws. The release of this draft law, though is an affirmation of the Central Government’s persistent 

efforts to implement GST at the earliest, it would be 
interesting to watch out for the monsoon session of the Parliament which is expected to throw light on the possible time of its implementation. 
Nonetheless, this draft law has laid down the principal provisions of GST for trade and industries 
to assess their preparedness for GST. 
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