HOW THE GST WORKS 

- an illustration of how 5% GST is collected from sale of a TV set

Scenario A: Retailer is GST-registered



Scenario B: SME Retailer is not GST-registered



Notes:
Scenario A


Scenario B



TV Retailer A will collect 5% GST of $15 from the consumer. On the other hand, he has already paid GST of $10 to the TV Manufacturer. 

TV Retailer A can deduct this $10 GST from the $15 GST which he collects. So he only pays a net amount of $15 - $10 = $5 of GST to IRAS.  

Similarly, the TV Manufacturer collects GST of $10, deducts input GST of $5, and pays to IRAS $5. 

The TV Parts Supplier pays the entire $5 GST collected from the TV Manufacturer to IRAS as he incurs no GST on his inputs.  

The total GST collected by IRAS from the sale of this TV is thus $15, which is exactly the GST borne by the final consumer.


SME Retailer B, with turnover less than $1 million, does not need to register for GST (although it can do so voluntarily). 

Like TV Retailer A, SME Retailer B has to pay GST to the TV Manufacturer.  Because SME Retailer B is not registered, it cannot claim back the input GST of $10 from IRAS. But it can pass on this $10 to its consumer, in the price of the TV set.  

SME Retailer B charges its customer $310 to recover his GST costs. This is $5 less than Retailer A’s price of $315. SME Retailer B earns a gross margin of $100, the same as TV Retailer A.
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TV Parts Supplier
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TV Manufacturer


Value Added = $100
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TV Manufacturer


Value Added = $100





Price (without GST): $100


            GST: $5








TV Retailer A


Value Added = $100
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SME Retailer B


(Non GST-registered)


Value Added = $100





Price (without GST): $200


           GST: $10





Price (without GST) : $100


          GST:  $5





Price (without GST): $200


            GST: $10

















Consumer





Price (without GST): $300


           GST: $15





Consumer








Price: $310





GST collected by IRAS


= $5 - $5 + $10 - $10 + $15 = $15





[Not $5+$10+$15]





GST collected by IRAS


= $5 - $5 + $10 =  $10





[Not $5+$10]








