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Budget Day has traditionally been an occasion by the Government to declare its vision for the year 
ahead. Budget 2017 has been quite the contrast because the Government vision for the future has 
been made clear some time ago. This Government has not waited for the momentous occasions to 
announce sweeping changes. If the decision is made, then, now is as good a time as any to make 
it known. And when it comes to GST, the Budget has laid low on pomp and show but got down to 
business straight away. In this article, we survey the landscape and compare the Government’s 
readiness to plough through with GST roll-out with that of industry. GST is a significant tax reform 
and with the November 2016 version of Revised Model Law, let’s see exactly how so.

Economic Survey and GST Post Budget 2017
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Economic survey
The Economic Survey for 2016-17 tabled in 
Parliament provides a bird’s eye-view on the annual 
economic development of the country and it gives a 
broad idea on the macro-economic data, which will 
impact the Budget decisions. 

Inflation as measured by Consumer Price Index 
(CPI) remained under control and the Inflation 
based on Wholesale Price Index (WPI) declined. 
The Agriculture sector grew marginally and the 
Indian Economy has sustained a macro-economic 
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environment of relatively lower inflation, fiscal 
disciple and moderate current account deficit  
coupled with broadly stable rupee-dollar exchange 
rate. The growth in revenue expenditure by almost 
24% during April-November 2016 was mainly 
on account of increase in salaries due to the 
implementation of the Seventh Pay Commission/
grants for creation of capital assets. Exports 
grew marginally while imports declined, coupled 
with higher FDI inflows lead to a higher foreign  
exchange reserve. 

After the demonetisation drive the GSP growth 
is estimated to drop to 6.5% levels from 7.6% levels 
which could be disheartening but strong growth 
during fiscal 2017-18 is expected which could offset 
the negative growth during this fiscal. 

The economic survey has looked at Universal 
Basic Income as an option although there were no 
points in the Budget proposals for initiating such a 
move.

While the Government moves towards cut in 
subsidies by using the instrument of direct bank 
transfers technology and digitisation would be a key 
driver to achieve those goals.

During April-November 2016, Indirect taxes 
grew by almost 26% on a year on year comparison. 
This is a strong indicator that business growth is 
on track. The survey suggested that income tax/
corporate tax rates ought to be reduced while stamp 
duty rationalisation/reduction is a must for an 
emerging economy. 

In all these maze the Government ought to bear 
in mind that the windfall gains from low oil rates 
may not sustain for long.

The Government would be looking for stronger 
growth in the service sector while it encourages/
boosts the setting up of manufacturing base with its 
‘ease of doing business’ policies. 

 
Readiness for GST in 2017 
GST hailed as the high-point of post-independence 
tax reforms cradles in the hands of a new and 
unprecedented demonstration of political will 
to ‘Transform, Energise and Clean India’ by a 
not-so-new Government. The Constitution 101st 
Amendment Act, 2016 demands the introduction 
of GST not later than 15th September, 2017. While 
some may be stunned by the silence on GST, others  
believe that this silence is due to the inescapable 
truth about its roll-out this year. And this needs no 
spectacular statement as if there were any doubts. 

Make no mistake, the Minister has declared, all 
systems are a ‘go’ to achieve the goal of implementation 
of GST as per schedule. 

Law Making
Draft Legislation
Circulating a Model Law for public debate is 
welcome. To a version in June 2016 and then another 
one in November 2016 shows the Government is 
serious about consultation to build consensus.

Industry Engagement
The humility in seeking input from industry and 
professional bodies democratises authorship and 
this is uncommon even to those who are eager to 
compare GST implementation experience of other 
countries in the recent past. Revised Model Law 
shows the result of engaging consultations that the 
Government has had.

Council Consensus
Each meeting of the GST Council is followed by 
all stakeholders with great anxiety not only for the 
importance of the agenda involved but the resolve 
of the Government not to ‘put to vote’ matters in the 
agenda. It is here that the Government stands out 
by accepting points of disagreement behind closed 
doors as well as defending public outcry over the 
time taken in making a decision.

Road-map
Constitutional 
Amendment

Approval by 15 
States

Presidential assent GST Council meeting
Bill to enact Central 
Acts (CGST & IGST)

Bills to enact State 
law(s) ‐ State‐

specific

Start Date
Transition 
Declaration

New Registrations
GST Network 'go 

live'
Publish         Rules

The path due for the legislative process is long 
and winding by the Government, but is near the 
half-way mark with much of the background work 
complete for the upcoming stops. The question that 
begs to be answered – where is industry?

Tax Compensation to States
The key apprehension of States–loss of revenue–will 
be long forgotten when the benefits of economies 
of uniformity and scale are realised in GST. This 
can be seen from the meagre amount and the finite 
duration identified in the GST (Compensation to the 
States for Loss of Revenue) Bill, 2016 to impose cess 
to meet this exigency. It is encouraging to see that 
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the Council is confident that this much will do and 
for that long only.

No Tariff Wars
The dual-tax that is applicable in GST ensures 
revenue flow to both the Centre and States in every 
transaction. This undoes any incentive to wage ‘tariff 
wars’. Further, the need for ‘recommendation’ of the 
GST Council to amend the law dispatches all wars 
to the confines of the Council meeting and frees 
industry from the perils of a maverick State to hold 
its own.

GST Tariff
Classification System
Uniformity of procedure pales in comparison to 
the need of uniformity in classification of articles–
goods or services. The Government is believed 
to have reached consensus in this classification 
methodology. Gainful experience with HSN-based 
system of classification in Customs and Central 
Excise will continue to serve in GST.

Tariff Structure
0%-5%-12%-18%-28% and Cess could not have 
been announced as the direction we are headed to 
is without consensus. It seems the announcement 
of GST Tariff will be another uneventful event 
because industry can see where their supplies may 
be classified and the effective rate applicable.

Exemption
Exemptions are the anti-thesis of the tax-credit 
continuum that GST offers. But, exemptions will not 
be all together done away with. 

Those sectors enjoying exemptions and seeking 
continuation of exemptions in GST do not realise 
that they are already paying creditable taxes that 
are now absorbed as ‘cost’. Embracing GST will 
lower costs and afford opportunity to reimburse 
themselves with GST on outward supplies. And if 

this tax is creditable by customers (or recipients) 
then 'voila'!

Petroleum Products
These articles will continue to remain out of GST  
but only – motor spirit, high-speed diesel oil, light 
diesel oil, crude oil, natural gas and petrol. This 
industry will have to comply with three laws namely 
Sales-tax Law on few products, VAT law on others 
and GST on oils, greases etc. It is imperative to 
recognise the impact of credit-loss due to such 
exclusion from GST for this industry.

New Tax Payers
Kinds of New Tax Payers
With the subsuming of over 17 different tax 
legislations, GST will see the induction of different 
kinds of ‘new’ tax payers:
• those who may have remained immune from 

local taxes and duties–UIN allottees, SSI units, 
health care and education industry

• those who have paid tax based on a composite 
system 

• those who have not paid a ‘credit’ based multi-
point tax–entertainment, betting and gambling 
industry.

Newly Taxed Articles
GST promises to embrace the following that lay on 
the fringes in the current tax regime or not at all 
considered:
• actionable claims
• rights to immovable property
• incorporeal property
• e-payment instruments
• internet economy trade

This would call for a deeper understanding of 
the nature of these and their taxability. With respect 
to some like e-payment instruments, the Payments 
and Settlement Systems Act, 2007 lays down what is 
and what isn't an instrument but internet economy 
always innovates. GST response to such innovation 
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may strain the understanding or the language 
envisioned to impose tax.

Dispute Resolution
Uniformity Framework
With the uniformity of law, there is very limited  
room to deviate from the framework provided 
for raising disputes and their redressal. The 
administrative machinery will need to be put in 
place in all the States (and 2 UTs). This structure is 
inherently capable of minimising disputes and brings 
efficiency in their disposal.

Key areas of dispute–tariff classification and 
claims for concessional tax–being eliminated augur 
well with an efficient tax system that GST strives to 
be. 

Alarming rate of disposal of matters currently 
pending in some States and in several areas of 
Central taxation; shows a never-before-eagerness 
not to carry over much legacy.

An efficient and attractive amnesty scheme that 
was much anticipated in the Budget may not be off 
the table with a Government that does not necessarily 
wait of grand occasions to make announcements–
whether it is 8th November, 2016 for demonetisation 
or 1st December, 2016 to impose service tax on B2C 
consumption of digital content.

Advance Ruling
Not a new process of allowing clarity to industry but 
GST offers two new aspects:
• Ruling permitted in respect of ‘on going’ 

transactions
• Appellate Authority designated to address 

differences between members of AAR and for 
applicant.

E-Governance
GSTN
GST moves over from ‘islands’ of compliance to an 
‘ecosystem’ of incremental compliance by each player. 
GSTN provides the IT backbone for enabling such 
a comprehensive compliance network. Each person 
only verifies inward information already populated 
and supplies incremental new information to the 
portal. This makes ownership clear and remedy 
inarguable.

Validation by ‘handshake’
After the ‘shock and awe’ settled down, industry  
has hailed the validation of tax paid mutually 

by supplier and recipient as an administration  
master-stroke. The skill puts industry in an awkward 
position of having to depend on suppliers to 
diligently deposit tax with the Government. But  
this is not worse than having to discover 
that suppliers have defaulted only during an  
assessment taken up long after the supplies are done 
and dusted.

Handshake is how this validation method is best 
described, where the two parties involved in supply 
shoulder the additional responsibility of ensuring 
deposit of tax for claim of credit.

Minimal Personal Interaction
GST delivers on the ideology of minimal personal 
interaction between tax administration and industry. 
With all information handled by GSTN on the 
Common Portal, paper-pushers will pass.

Education and Training
Government
Soon after release of the Model Law in June 2016, 
the Government launched a nationwide training  
drive to equip master trainers who went on to  
impart training to over 40,000 officers. November 
2016 version saw a further push to cover the 
target group of 80,000 officers of Centre and State 
departments.

ICAI also joined forces to prepare BGM 2016 
which the CBEC graciously approved and accepted 
this contribution.

ICAI
ICAI on its part has undertaken GST awareness 
seminars and progressed into GST workshop across 
India and over 40,000 members have participated. 
Members have vast experience in the current laws. 
And unless we overcome the tendency to let slip 
in GST because of this experience, it can be our 
undoing. ICAI has contributed in reaching far 
and wide with curated background material and 
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standardised presentation material on the Model 
Law.

Enrolment
Everyone is scurrying to meet the due date for 
completion of enrolment. Questions about  
legality of this exercise are thought about but not 
put to the authorities. One explanation is that, 
admittedly, the information about tax payers 
currently available with the administration is  
either incomplete or incorrect. Enrolment only  
allows an opportunity to true-up all tax payer 
information so that GST compliances do not  
proceed with errors. Legally, it is at best 
only administrative directive but for better  
preparedness, it is imperative to complete within the 
time allotted.

Areas of Concern
The progress made so far is commendable but we  
are not home just yet. There still remains a lot of 
ground to be covered but there is clear direction on 
how to go about it. 

Administration
Decades from now, people will be asking who was 
responsible for the administrative mess that tax 
administration (Centre and States) is caught up  
in and why should industry bear the consequences  
of this error–it is to avoid creating such a situation  
that the GST Council is embroiled in tough 
negotiations to reach consensus about 
administration of GST. Some may be impatient 
about it, but if another meeting, another debate and 
another extended session of the Council will address 
everyone’s concerns, it would have been all worth 
the effort. By the time this article is published, we 
hope to have reached consensus on this matter.

Transit Checking
Ease-of-doing business demands uninterrupted 
movement of cargo and use of technology to manage 
compliance and contemporaneous reporting. 

Provisions authorising inspection of goods in 
movement could be an impediment with ease of 
doing business.

Pre-filing on Common Portal
Transaction information is permitted be filled in 
advance on the Common Portal. This is a hallmark 
of a transparent and efficient compliance system. 
Availability of information in advance on the 
Common Portal should pave the way for great 
restraint in the exercise of transit inspection of 
goods.

Taxation of Coastal Trade
Constitutionality of States imposing GST on coastal 
trade is one aspect but the very idea of imposing GST 
on such transactions is jarring. Except for limited 
comments in media, not much is known about the 
structure of GST on coastal trade.

Anti-profiteering
Salutary provisions aimed at preventing exploitation 
in transactions where parties have unequal bargaining 
power. Whether it is during transition from current 
law into GST or it will exist long after the transition 
has been made? And what are the fetters to such 
sweeping power? Except to be put at notice about 
such powers, the current Model Law offers little else 
to allay fears of industry.

Conclusion
ICAI has made numerous suggestions to the Model 
Law as has industry from all over the country. 
Going by the openness with which the Government 
has entertained debate and consultations, one 
can rest assured that every suggestion that aligns 
with the overall framework of GST will receive 
active consideration. The question is not–what the 
Government will do but what will industry do–in 
the short time that is available until roll-out of GST. 
Members have a stellar role to play at this time in 
reciprocating to ‘Transform, Energise and Clean 
India’. 

Enrolment only allows an opportunity to true-up all 
tax payer information so that GST compliances do 
not proceed with errors. Legally, it is at best only 

administrative directive but for better preparedness, 
it is imperative to complete within the time allotted.

Transaction information is permitted be filled in 
advance on the Common Portal. This is a hallmark 
of a transparent and efficient compliance system. 

Availability of information in advance on the Common 
Portal should pave the way for great restraint in the 

exercise of transit inspection of goods.
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Education costs money. But then, so does ignorance. - Sir Claus Moser


