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gmma&'b‘% taves - Frobloms

® /@04//‘@&&/2»@ and migu/tous

® [nterjurisdictional conflicts

® &W/ﬂ/&v rate Structures

‘ﬁfyé w/f(/ﬂ//'a/we costs

‘/eaga//e@ due @/}(//e stage taves.
® 7ax pyramiding /aa@a adlng
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ey /ﬁ%ﬁa/f(/%}y/ cascading

ﬁ/@}/)m/ vabue

Custons dutios - Imports
Union excrse - /”a/(afaa Laring
Sates tav lovied on priee
Local Caves / cesses

pﬁé’&/}m/ /M/'oe
[otal taw without /ymff(/&’af}y
[otal actual taw oa/f(/m(a/(t

Final /M/'ae /}(0%(//}5}/ Laves

rate /f(a/y//}( value taw Vabue
with

/fm/y/i(
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Les [
[ he Sessi |
® /@f/b/(a/ej:j ﬁ(j v \Qﬂ .

W TR
1478 a(%’@}/( 2,
® Mo thods of 7

® wé/{/’yaw 0f
® [he Indian 2%

.p&?é}/( W(J //7(/9 "Oh no! It's VAT man!”
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"No, it doesn't stand for

vodka and tonicl"



[ e é)wme?at

® V% vy 0[0/“/7( af mdirect tay lovred on
the vatue added at various stages af
/ﬁMa/aa Lion and distrbation

1t ie Uke a sales Cav at the reta?
pore, cottected at a&ffe/‘e/(f stages af

Lransactions,
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[te Kuationate

® /@/ﬂ/aaw unSa L‘/(ffaa Lory taves
[ot f/}y/e stage sabes tay
® (pvorse~based Cav credit system @e/f—e/(fa/‘&/}(y
® /My case ading and /ﬁ%ﬁa/ﬂ/&f}(ﬂq/
‘ﬁf}é@/‘ revenue /Mtef(f/'a/
® fowever very w/f(/ﬁ/e,v, afff/éa/t lo administer
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5/‘/5/7«@ af VA7
o/ y’aﬂ Attributes:  ® Weaknesses:

Ne« f/‘d//'f%, /@f/ﬁ%’@/b/%
7/-%}(6;0&/‘@/(0% Frice impact,
Certainty Adninistrative and

aa/r(/a//&/we coslS
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ﬂ/&@}/k& and ///&50/7
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ﬁ/‘g}/}(& and cgﬁﬁeaa/

® [ilhetn VVon Stemens, 7920
® /homas S Adams, 7923

® French man Mawrice /aa/‘e;
7954

lave sw O3 valoar g/oa lee




lhty poputar
® french West Africa 79605 & Brazt
7965

O 747 countres, 70% /M/ﬁa%zb‘/m
® £C and DFCD comntris
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It 50%}0@, - 77 coantrres:

® Austria, Beé/ém, Denmark, Fintand,
[rance, &Mfra/% 4)/%@0@, (reband
(taty, Nethertands /%'/Wc%
/Dcw‘afag cgﬁa/}(, Sweden 72/4&% and
at.
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A{ Latin #/I(é/‘/'&d - 74 coantrves:

‘#/y/e/( tiva, Botivia, Brazit, Chite,
Cotombra, Costa Flea, Lewador,
faa lemala 7%/(61/6(/‘626’, Y/ exico,

Nie argad, Fanama
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Others

 Africa - 2: Madagasear and Niger

Asia -2 Kepubtle of Korea and 7 wivan

o Caritbean - 2 Dominican Ropubllic and Haiti
o Middte Last - 7 lsrael

® Deeania - Mew Leabund
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A7 a’@&’@}/{/}y




Chorces rnvolved

® /ypes af VAT &’/(.S’m/ﬁ lion, lhoome, fm‘%’ /Wm?wt
o ﬁﬁy/k ore Destination /M/}w;b/e
® Mothod of computation: Subtraction or lvorce melhod

o eaé/(/'yaa@ af f/éae/}y fﬁm VA7 5&@/”/ Lion ore Lero-
ra t/}y

ch,(///g rate o /”a/lf//ﬂ/e rate y#f

® [ av-rnclusive or [av-Luctusive,
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[ypes of VAT

® (ross product VA7
A /wa{f /}(a/aaf}y ac;a/b‘a/ fwa{f are tavable

® leome VAT
[ aves MZ% lhe f/}m/ yaaa{f
Lucludes Cthe a/e/a/ow/éw‘/w( part af lhe a@m‘a/ oods

® fm&m/f/'o/( VAT
Nesther ac;a/'ta/ }aaa(f Hor a/e/aﬁaa/'a Lion enters Che Cav nel

More popular
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Subtraction method
® /he tay //&//%Zy al any J’L‘cya /8 eyaa/ lo the lav
rate /fm/t//b//éa/ /y the value added

/ measwed as the a@fe/‘afme belween Che
values 00[ ou gﬂa e an /}ya s / ,

® ﬂ/ff/b«/&‘ Lo fc’//m/ m a /f(a/b‘//b/e Lav rate /“@f//;f(@,

eg, 4&/0/‘&‘/&’/(/}(// af the ou L/‘m ’ /Mc/aaec/ with
lhe same /@Mf,
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VA7 fy Subtraction method

Farmer

(wheat)
Furchases / VAT -exclusive / 0
Sales 700
Subtraction method
Vabue adited 700
VAT rate 70%
VAT //M/%fg 70

[otal VAT

Mitler
/f /0((/‘ /
700
200

700
70%
70

Bubr
(hread)

200
250

50
70%

Fotaitor
(bread)

250
300

50
70%

30



levoice o [av credit method

® /e tay /ﬁa/&/ al the earlier @tcya (8
y/ow( back as a credit

® f@%f -ef(faﬁa/}y
®Ard s0 more poputar,
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VA7 5% tav credit method

Farmer Mitlor /f/ﬂaﬁ/ Baker ﬂﬁecw//

(wheat)
Furcthases / VAT -exctusive / 0
Sates 700
[av credit - irvoioe method
VAT rate 70%
VAT on sabes 70
VAT /a/ﬂ on /«méa&w 0
VAT labitiy 70

700
200

70%
20
70
70

200
250

70%
25
20

)

Ketater
(bread)
250
300

70%
30
256

)
30



[ec é/{/'yae@ 00[ f/ﬂ@e/}y 0[/‘6’//( VA7
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5&6//(/0 Lion metlhod

® Ay ew/f(/bf ffcye /8 w/r(/ﬂ/e Ifeé ebminated f/‘m Lhe
/Waa/aa Lion-distribalion cham,

0t required to collect the tav on outpal sold o its
CONSUMer-s,

1ot entitted lo oluin for the eredit of the tav the firnm
has abready paid on (ts igput parchase,

@ /Vustration
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VATcomputations.xlsx

Lero-ra txy

.//}"/f( Ma/ye& no V# ! on its consumers—

O futt cluins /W M/fw{c& af the VAT /ﬂ/‘eﬂ'/Z’a@Zy /ﬂa/é/ on
2y /}Qﬂa r /M/‘&éa&e,

®zer0 ra f/}g/ does not break the Unk belween Uhe zero-
rated stage with others ix the whole /ﬂmc/aa Lion-
distribation char,

@ /Vustration

Dre TV M Sarma


VATcomputations.xlsx




7997 tav reforn 7

® /he at ta/f(/ﬁ le have been L‘a‘.
broaden the base,
bower and m(/a/ f% the ra te

struclure, and

Streamtbine the adninistral
e/(fame/f(e/(t

S MODVAT wd CENVA
Centre,



VA7 ﬂ/ﬁ LoNS fc’/‘ ndia

® Lutreme Chorces - A Central VAT vs
State VAT

® Dual or Jont /AT,
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Central /AT

® Moyt 5/&/@@ about harmonization and a/(/jﬁ/o/fr/ty
® [omerits:

Suwrrendering of States” tav powers,
boss af eff/'a/é/w%

adwinietralive barden,
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State VA7

® Merits;: Fromotes f/&’a ol /ce‘g/’m(@/Z/%f
® Demerits;
Roduction in the Centre § revencucs
Low coordinalion af State lovel taves,
Adninistrative burden on States
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Dual or Jont /AT
® Concarrent /AT / Foddar %wéwf/

‘/%ﬁﬁ VAT at the Centre and Fetalt
VAT at the States: [he TFC varrant

‘A(a(@,ﬂe/m/e/(f VA7 s / NIFFF z»a/‘/a/(f/
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Concarrent VAT (Wustration

State VAT loried on /0/6/'0@ /}(a/aaf}g/ Central VAT

Central VAT @

State VA7 @
Dealor

/%/(«(faa Lurer
Whotosalor
Kotaitlor

Total tay
Lffective tay rate

Sales

vy
760
200
200

70%

5%

70

20
70%

770.0
766.0
204.0
204.0

Central VAT Sute /M/'ae afb‘aﬁ State VAT Sates
Central VAT

welusive af

both VAT s
56 11529
2.8 768.8
7.9 2059
70.2 2059
5%



VAT i the States:
[ e géa//é/yw Ahead

® /here 1s need fa/‘ Féfﬂ/‘/ﬂ af lhe

domestic trade Ctaves

S Attempls not abways in the right

direction,
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Committee of States” Finance
Ministers

® fuid down steps 0o K/‘a/(&fww the
/Wwa/%}g// State sates tay systems mto

a oonsump ion %ﬁe VAT at the reta?
J’fcye
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Fationalization i tav rates

® 0‘0«/‘ f/mﬁ rates, /(a/f(eZ% 0 4 Sand 72 per cent fa/o
f/a/(e/‘a/ commodities and two gbea/'a/ f/w/o rates 0f 7 and 20
per oent o éyé value and oongprzaous (tems

® catos Lay imcentlives faﬁ mdustriabization shoald be done away
with

® provision faﬂ m//w/}y the lay /ﬁa/&/ on inpats and acy/'b‘a/ (gm(f

‘/f faﬁ&%@ﬁ rate rationalization, elimination af the Cav on inler-
State sates tay,
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Focent /‘60[6’/‘/1(6’ fa// mto two

ca feﬁﬂf‘/é&

‘a/ote/(aé}y lhe lay fe%a/m’ lhe f/}ﬂf’t poirt af sale
with a sel aff on Uhe Cay a//‘eaa{% /ﬁa/é/ seloc L‘/Z»eZy
on (s/ma@f/éa/ f/}m's’éea’ consamer: yam{f

Oy fe/(aé}g/ the taw on all f/}(/fféea/ Consamer }Ma{f up
Lo Uhe whotesale or Semi-whotesale @fa}e@
/&/e/(f/f/éa/ /f gﬂw/f/éc/ Lurnover base
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Mot e,mab‘{y VA7

Out best. the imitial moves towards VAT
S VAT only on trade margins
® Sloctive coverage — faﬁfé@ﬁ w/fr/ﬁ//ca le
O corvives oulside the parvrens

O Rofurde subject to complhy procedures
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4 /- fée/ﬁm’m'%
® [yerease revenue
® Lrovide harmonised national market

® //a& /%/(«faa ta/‘/}y compe Ulive



A Fossitte Sotution - A f/aw/a&f ¢f /

o/ &/}g/e fwc(f and servive Cay / ¢f 7) %ﬁ//éc/ 9 all f//‘m’
State and Central ff [ across the same base — harmonised
and distinet

o AW mapor Central Aud State [aves subsumed
® /AT oredits Funning across al? Kinds af //}é/m? m the coonomy.
®Lovel /D/a%/}y f/é/a/ between awaa{s’ and servces /D/%’ML‘Z%

not &0,



A f/awfe&f ff / / cont c///

o @(Z% Umited exenp Lons

® MNuetral to nature af ac 5/2/'/'5% af Lhe f//w —~
resource allocalion 18 tay /ka/e/ﬁaf(a/a/(t

¢ f/f{//e rate would elmmatz /M//'(f/'a A /aﬁ%/}gz
about rates and ebimiate  olassfroation
c//&/’ﬁa les



/(/éf PrOGFeSS lowards a f%w/e&f /
(577

* Eovenue fﬁm&‘é
* Lowered costs

Low ﬁ////&/d'//ﬂé oo5T
Low ootctim cost
fatwed /Zr’/ﬂfff//@?/’//



73 Frinance Commission fFecoom

o Moisl OST
f//g/a Kute

Subsume all Central Taves, Cesses and Surcharges

Subsune ol State tares , cesses and swroharges ivctudiny stamp duty,
excise, taves on veliztles, /cwa/y lay, entertamment tav, entry tay

cgbw/a/ Fheovision #S, D MS ATF ete- additional /eo%

Linited exemplions- a/(/ﬁaae@@ac/ fa&c/ 1tems; /«///'a Services &w%m&}y
raitways, health and edueation

£ 50,000 orore 0‘0/‘ compensation Lo state govrernments



The CST 4

® 775 Constitational Anendnent - /%ﬁaé 2077

® fa/ and S gf— concarsent power o tav itra state sales 0f
;wa{? and servives

® Lurliament- exclusive power o Lay inlere slale sale af awaa(f
and Services

® 4006/&’ and Servives [av Couneld ~stracture the 45) 7 ¢

oreate a harmonised national makel faﬁ }aaa{f and servioces



[ he ff / 5//// w/(fay

‘59@/1{/ te Folroteam motor spirit, Lerosene , #SD
oA7F, //'yaa/‘
.@/f(/ﬁﬂé(/@/‘cf’ states Uy taw mlra state sales af these (lems

‘5{/&«/@%@ fa/ o /eoy excises on Uhese rtems as well
as Cobaceo and tobacco /Wacéw s



The OST Courcl

M// make recommendalions on

® ﬁve@, lovies and @a/‘aéa/ye@ lo be subsumed into

474
® Eve/r(/ﬁ LIoNS
® [ fresholils

® Lutes



/ e M% faﬁwaﬁa(- Short torm
® Fhase Out CST and pay compensa Lon o

state governmen s

O A low States ts /wy Service lay

‘/%e/y/e CEN VAT with Service [av and
butd a Central ﬁf /



"That must stand for Very Annoying Tax!"
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7hark, gou!
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