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ABOUT HIREGANGE ACADEMY

This world is a competitive place where sustenance is the key. Qualification is

the first stage to a career. Hard work, confidence and more so, attituded i
key to success. Knowledge as a concept is only of potential value. The

application, execution and implementation of knowledge is where the power

lies. Many graduates, inspite of being qualified are unemployed or under

employed. Those in jobs are underutilized or do not work to their potential.

Hiregange Academy - 6 A knowl edge and employability i

to support the job aspirants. More specifically to enable them gain self -

confidence, enhancing their knowledge in the fi eld of commerce and upgrading
their ski Il sets essenti al to be O0job rea
courses facilitate in making them oOcomplete

It is a small step taken mainly towards bridging the gap between the industry

and the jo b aspirants. The knowledge inputs, guidance, specific training and

solutions to common problems, real life case studies and some technology

exposure would ensure enhanced employability of the youth. It would enhance

the quality of those already employed. F or t he i ndustry, oO0the ri

the right jobdé can be achieved.

The Academy aims to provide a win  -win -win situation for the job seekers,

employers and employees while being a contributor to the nation at large.

Academy was started on 19 t July 2014.lt is supported by its knowledge
partners of Hiregange and Associates, Chartered Accountants, Bangalore and
Hyderabad.

The methodology of achieving this would be through: online publications of
booklets, free e - books, and specific job oriented training in class rooms (also
uploaded on YouTube for viewing by all) at present. Services to CA students/

staff, Colleges and Industry are also being provided. Monthly newsletter
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presently focused on Indirect Taxes to interested persons to spread the late st

information is another initiative

Publications of Books and Booklets

The objective is to provide easy to read short aids for officers in the industry,

practitioners and students at large

V To get free downloads of the books published, Click the below li nk:
www.hiregangeacademy.com
V Hard copies of the book are also available for sale at our Hiregange

Academy office at nominal prices.

Books Available as on date
U Understanding Central Excise 6 Aug 2015
U Understanding Service Tax Concepts 0 Aug 2016
U Tips to draft effective opinions
U Beneficial Schemes under FTP 2009 -14
U Due diligence under Indirect Tax
U Costcontrol in IDT
U Reverse Charge & Joint charge mechanism
U FAQs on Service Tax

i Central Exci se Implication on Job Work

Our Services

U Course on practical theoretical knowledge to enable students to be job
ready.

U Short term courses for graduates, under graduates in Commerce field.

U Similar courses for existing employees for industry and trade.

U Basic and advance level courses for professionals like Chartered

Accountants, Company Secretariat, Actuarial, Advocates etc.
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U Courses for trade association and professional institutions in the area of
taxation.

U Industry specific training programme in Indirect t axes and Foreign Trade
policy.

U Other training and skill development courses as may be necessary.

T V Gopinath

Managing Partner

Hiregange Academy

#1010, 1st Floor, 26th Main (Above Corporation Bank,

4th 6T06 Block, Jayaas@d, Bangal ore

For further information, write to o0 gopi@hiregangeacademy.com
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OVERVIEW OF GOODS AND SERVICES TAX (GST) IN INDIA

Introduction:

Presently under the existing taxation system for indirect taxes, number of
indirect taxes are being levied and collected at multiple rates both byCentral

Government and State Governments on different activities undertaken.

The international best tax practices would include: to ease out the
complications and cumbersome confusing compliances under differ ent indirect
taxation laws and different statutory authorities. The thought process was
started to consolidate number of taxes in to one system of taxation uniformly

across the country in late 1970s.

In that direction reforms were thought of many times and partial reforms were
being undertaken in the respective taxation laws. The move towards
introduction of Goods and Services Tax (GST) was made by the then Finance
Minister Mr. P. Chidambaram in 2007 -08 budget to introduce GST from 2010.

GST is unified indirect taxes, with cross sectional credit. Existing taxes Central
Excise, Service Tax & VAT etc. would be subsumed to be one GST. Under
present regime, VAT credit cannot be used for payment of central
excise/service tax and  vice versa, however in GST regime there would be the

levy of GST on all transactions and hence ensuring a smooth credit flow.

Introduction of GST would change the way business is done. It would throw
host of opportunities and challe  nges for the business and it becomes

imperative for them to gear up themselves for adapting the change.

Present Taxes:

Presently State Government are levying and/or collecting taxes such as sales

tax called as VAT, entry tax, Entertainment Tax, Luxury Tax etc. Similarly
Union Government is levying and collecting taxes such as Central Excise Duty,

Service Tax, Additional Customs Duty and various types of cesses in the nature
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of Excise duties. Among them the major types

transactions can b e tabulated as follows:

of taxes on business

Tax Leviedon - Collected by -
State VAT Sales or purchases effected Respective State
within the State Governments
Central Sales Tax | Sales or purchases effected State  Government  from
(CST) in interstate trade or where sales are done.
commerce
State Excise Manufacture of Alcoholic State Government where
brewages in the state manufacture happens.
Central Excise Manufacture of Excisable Union government
Goods In India.
Service Tax Providing of taxable service Union government
in taxable territo ry (India
excluding J & K)
Additional On goods imported into Union government
Customs Duties India.
GST Model:
The highlight sof the GST Actis expected to be as follows:
a) There would be three types of Tax as follows:
Type of Tax Leviable on Levied by
SGST Supply of Goods, or of services, or both within Respective SG
the state.
CGST Supply of Goods, or of services, or both within CG
the state.
IGST Supply of Goods, or of services, or both in the CG
course of interstate trade or ~ commerce.
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b) In other words going by the types of transactions o}

Type of Transaction

Type of Tax Levied by

Supply of Goods, or of services, or both within SGST Respective
the state (Same transaction will suffer both types SG
of tax) CGST CG
Supply of goods, or of services, or both in course IGST CG

of interstate trade or commerce

Supply of goods, or of services, or both in course IGST CG

of Import into the territory of India

c)

d)

There would be mechanism between the State Government and Central

Government for distribution of the IGST collected by Centre as per the

recommendation by GST council (constitutional body to be created after

amendment to constitution). From the business entity perspecti ve this may

not have direct implications.

Subsumed in GST:

Central tax/levies

State taxes / levies

AcCentral Excise Duty

AAdditional Excise Duties

AExcise Duty levied under
Medicinal & Toiletries Preparation
Act

AService Tax

AAdditional Customs Duty - CVD

ASAD of Customs 8 4% (SAD)

ACST (Administered by states)

ASurcharges

ACesses

AVAT/Sales tax

AEntertainment tax

ALuxury tax

ATaxes on lottery, betting & gambling

AState Cesses& Surcharges in so far
as they relate to supply of goods and
services

AEntry tax
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e) The levy of GST would beis based on supply of goods, or of services, or
both. This will replace the concept of manufacture and removal of goods;
sale of goods; and provision of service by the concept of 0 S u p pdf godds

and/or services

Ambit of O6supplyd

The taxable event under GST is supply of goods and/or services. The term

Osupplyd includes all/l forms of supply of glo o

transfer, barter, exchange, license, rental, lease or disposal made or agreed to
be made for a considera tion by a person in the course or furtherance of

business,

O0Supplyd also includes specified transactilo
business assets, assets retained after deregistration, and supply of
goods/services by a taxable person to another taxa ble or non -taxable person in
the course of business. However, supply of goods to a job worker would not be

treated as supply.

It is specified that, inter alia, sale of under construction properties, temporary
transfer of intellectual property rights, wor ks contracts (including transfer of
property in goods involved in execution of works contracts),transfer of right to

use any goods and development, upgradation, customization etc., of software

would be supply of service.

GST related to Specific Products:
Though GST is to consolidate tax code on all products considering various
political aspects of our country, certain specific products are dealt separately.
The highlights of the same are as follows:
a) Manufacture of alcoholic beverages for human consumption are kept out
of GST. State Excise duty would continue to be levied by the respective

state Government.
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b) On the other hand on Tobacco and Tobacco products Central
Government would continue to levy Central Excise Duty (or under some
other name) in additionto ~ GST.

c) Levy of GST on Petroleum products are postponed till that time the GST
council recommends for its inclusion in GST. Till then States would
continue to levy Sales tax and Centre would continue to levy Central
Excise duty. The products are as follows :0

i.  Crude petroleum;
ii. Diesel;
iii. Petrol;

iv.  Natural gas; and

v. Aviation turbine fuel

Set off / Adjustment/ Credit:

Main objective of the GST scheme is to avoid double taxation and cascading
effect of different taxes levied by states and centre. Therefore it becomes
essential that set off / adjustment / credit of all taxes paid on both goods and
services which are recei ved is available to be used against the liability to be

paid on goods and services supplied.

However as is put across in the GST law, such seamless credit set
off/fadjustment/credit does not seem to be fully envisaged. Detailing and
restrictions are to s ome extent given in GST law and others are to be set out in
Rules to be finalizedin this regard. As per the present understanding it is to be

in following manner broadly.

Type of | Tax can be adjusted against

Tax Paid

SGST Adjusted against SGST and surplus if any adjusted towards IGST
CGST Adjusted against CGST and surplus if any adjusted towards IGST
IGST Adjusted against IGST, CGST and SGST in the same order.
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Enactment of Laws Governing GST:

As per the law for levy of CGST and IGST would be formulat ed by Parliament
for levy and collection of CGST and IGST respectively. The tax also would be
levied and collected by the Central Government. There would be common
enactment for entire country. However from administration perspective the

CGST or IGST credi ts of the states is said to be maintained separately
registration wise (which  would be one per state unless a person opts to have

more than one registration if he has separate business vertical).

As regards to levy of SGST each state is going to enact law for the respective
states based on the model law formulated by GST council. The levy and

collection would be by the respective state legislation. Unless the states follow
the law in its true spirit, it may create disparities in the laws of different states,

leading to different treatment of tax in different states.

Rate of GST and threshold exemption limit:
One of the essential aspects of GST is rate of GST. As per the present status,
the different types of rates of taxesare finalizedin the council and notifications

in this regard are also released in last week of June 2017

The rate (both SGST & CGST together  or IGST, as the case may be) finalized in
following manner -
Rates: Nil rated, 5%, 12%, 18%, 28%
A 5% - Essential food items and goods that are commonly used. This
includes the goods are most used by people.
A 12%- Standard rate
A 18% - The goods that are not inc luded in the above rate  would be
taxed at 18% Services also could be taxed at 18%][concessional rate of

15% also possible].
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A 28% -Luxurious goods. This includes car, washing machines, air
conditioners etc. (additional cess above the highest tax rates for
specified goods)

A Nil rated & GST would be applicable for the 50% of goods falling under

consumer price index. This will also includes food grains.

The GST basically has four slabs five percent, 12 percent, 18 percent, and 28

percent. wouldbewould be

would be
Further CG has the power to levy tax over and above the rate of SGST subject

max of 20% (CGST+SGST). As regards to threshold exemption limit, it is
finalized to be 20 Lakhs on all India basis and for special category states and in

states specified in Arti  cle 279A(4)(g) of the Constitution, is agreed as 10 Lakhs.

Composition Scheme:

For the person who has taxable turnover equal or less than seventy

five Lakhs is to be given a Composition scheme wherein the composition tax

rate asmay be prescribed, but not exceeding 1% in case of manufacturer,
2.5%in case of hotel industry and 0.5% in any other case, of the turnover in a

State or Union Territory (UT) during the year. The scheme would be subject to

conditions which the law will provide for the same.

As per the GST law, taxable person who affects any inter -state supplies of
goods and /or services is not entitled for composition scheme. Further it is said

that a p erson having business in different places and separately registered all

of them should opt for composition scheme. In other words a person cannot be

in composition in one registration and outside in another registration. A
taxable person who pays tax under  composition levy shall not collect any tax
from the recipient on supplies made by him nor shall he be entitled to any

credit. However industry representation is being made to remove those
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conditions to enable the survival of small business man without brea king the

chain of credit.

Registration:
In light of section 220of the GST Act which deals with registration, following
points are to be noted:

1 Every supplier who is liable to be registered in the state from where he
makes a taxable supply of goods and/or s ervices if the aggregate
turnover in a financial year exceeds Rs. 20 Lakhs. [If taxable person
conducts business in special category states and in states specified in
Article 279A (4)(g) of the Constitution, the threshold limit would be Rs.
10 Lakhs.]

a. Above not applicable if the supplier exclusively engaged in the
business of supplying goods and/ or services that are not liable to tax
or wholly exempt from tax

b. Agriculturist for the purpose of agriculture

1 Goods sent by job worker after job work to the principal would be
included in the above threshold.

1 Person who obtained registration under earlier law

1 Where any business is carried on by a registered taxable person [by
succession or otherwise], the transferee is liable to be registered from
the date of transfer/succession.

1 When there is transfer by pursuance of a scheme of amalgamation or
demerger by an order of High Court, the transferee shall be registered,
where required, w.e.f the date on which ROC issues Certificate of
Incorporation.

1 Notwithstandin g turnover limit and whether or not the person is
registered under earlier laws, the following persons are required to take
registration:

a. Persons making inter -state supply of goods

b. Casual taxable persons

13| Page




Every e -commerce operator
Persons required to pay ta X under reverse charge

Non dresident taxable persons

=~ o 2 o

Persons required to deduct tax u/s 51 whether or not
separately registered under this Act
g. Persons required to collect tax u/s 52whether or not
separately registered under this Act
h. Persons supplying goo ds as agent or the like
I.  Input service distributor
j. Person who supplies goods and/or services, other than
branded services, through e -commerce operator
k. Person supplying online information and database access or
retrieval services outside India
|.  Such other per sons as the Government may notify.

(b) Such person shall apply for registration, in every state in which he is
liable, within 30 days from the date on which he becomes liable. The
same shall be in the manner prescribed. [ Final Rules and Formats in this
regard h as been published].Non -resident taxable person shall obtain
registrationatleast 5 days prior to commencement of business.

(c) Every person who makes a supply from the territorial waters of India
shall obtain registration in the coastal State or Union Territor ywhere the
nearest point of theappropriate base line is located

(d) A person having multiple verticals in one State or Union Territory can
obtain separate registration for each business vertical.

(e) Voluntary registration is also permitted

(f) Registration shall be based on PAN, a TAN issued under Income Tax Act,
1961. non -resident person may be granted registration ]

(g) Application for registration can be rejected, subject to giving notice of
show cause and giving the person reasonable opportunity to be heard.

(h) Grant o f registration under CGST is deemed to be grant of registration
under SGST/UTGST and vice versa.
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Registration has to be obtained state  -wise and not on all India basis. However
within a state if there is separate business vertical option is given to registe

the same separately. The taxability is determined based on registration treating
them as separate entity for supply of goods/services. Separate registration
would be accorded by State Government and Central Government in each

state, with mutual co  -ordination among them.

Records and Returns:
The records though to be maintained as per the needs of the business, since
GST is going to be technology based, all the transac tions relating to GST is

required to be uploaded into GST portal on periodical basis.

Further also there is requirement of
output tax to get the benefit of credit, otherwise of which the credit would be
denied. Furthe r also it is that the credit will not be permissible unless the
vendor deposits appropriate taxes into Government Exchequer. This will add
difficulties in business since they have to ensure compliance of their vendor to

get the benefit of credit.

Job wor k transactions

The principal may under intimation and subject to conditions has the option to

send taxable goods without payment of GST to a job worker and bring it back,
after processing, to any of his own place of business, for supplying such goods

on payment of GST or export it. The principal also has the option to directly
supply final products to end customers on payment of GST or export from the
premises of job worker itself, subject to fulfi IIment of applicable conditions.
GST credit is allowed in  case of direct receipt of inputs or capital goods by the
job worker, subject to receipt of goods back by the principal within specified
period.(One year for inputs, 3years for capital goods other than moulds and

dies, Jigs and fixtures or tools)
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- If inputs sent for job -work has not received back by the principal within
1 year it shall be deemed that such inputs were supplied by principal to
the job -worker on the day when the said inputs were sent out.

- If capital goods sent for job -work has not received back by the principal
within 3 years.It shall be deemed that such capital goods were supplied
by principal to the job -worker on the day when the said capital goods
were sent out.

- If the job -worker is registered, or the principal, if job worker is not
registered may dispatch the scrap or waste from his place of business on

payment of tax.

IMPACT OF GST ON MANUFACTURER, TRADER, SERVICE

PROVIDER:
The GST law in India would be a Dual GST. The Central Government and the

State Governments will levy GST conc  urrently on a common base value. There
would be no distinction between goods and services for the purpose of
imposition of tax. In this segment it covers:

U Impact on Manufacturer

U Impact on Service provider

U Impact on Traders

Impact of GST on Manufacturers
Manufacturing sector has been given prime importance by the present Central

Government and O6Make in Indiad program
wonder that such schemes along with GST could bring India on the world map

as hub for manufacturing. Accord ing to few reports, India is among the top ten
manufacturing countries in the world and presently the sector contributes

around 10% of our Indian GDP. The new GST law which could replace the
present indirect tax laws from 1 st April 2017 could have huge pos itive impact

on manufacturing sector in India.
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The important functions which would have impact on manufacturing sector
under GST are as follows:

1. Sales and Services

2. Purchase

3. Finance and Accounts

1. Sales and Services

Following are the important aspects to be considered to understand the

impact of GST on Sales and Services.

a. Reduction in price of most categories of goods for customers
Standard rate

Most of the goods manufactured and sold by manufacturer in India would

be liable for Central Excise duty at a round 12.5% along with VAT at

standard rate of around 15%. The total tax is around 28% on sale of goods.
If we add, other costs such as entry tax, CST restriction etc, the cost would
be even high in present taxation system. Adding credit restriction, CST

purchases etc, the tax cost would be around 30% to 32%.

In GST regime, the final tax payable could be around 18% thereby reducing

the tax burden on customers by around 12%. This would put the

manufacturer in better position to negotiate the price after considering the

tax factor. Marketing team could make use of the reduced tax burden for

fixing the price in better manner. This could be understood with following

example:
Particular Present indirect GST regime
taxes
Basic price of goods 1,000 1,000
Excise duty 12.5% 125 -
Sub -total for VAT 1,125 1,000
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VAT @ 15% 169 -
GST at 18% | - 180
(CGST+SGSTI/IGST)

Final price for 1,294 1,180
customers

From the above example, we could understand that there is a reduction in
final price of goods by Rs. 114 in GST regime. Even if certain portion of Rs.
114 is negotiated with the customer and added to basic price, the

manufacturer could increase the profit.

b. Increase in price of few classes of goods for customers Oearlier under
Concessional rate

From the earlie r example, we understood how the final price of goods would

get reduced in GST regime. However, this may not be true in case of all

goods. There are certain goods like corrugated boxes, packing materials

which are manufactured by small scale industries who are claiming SSI

exemption upto Rs 150 Lakhs pa, where no excise duty is being paid,

thereby avoiding excise duty on value addition. Further these goods are

eligible for concessional / lower rate of VAT of around 5% in most States in

India.

This scenario would arise even in case of goods which are eligible for

concessional excise duty levy of say 6% and VAT of around 5 to 6%.In these

cases, the final price of goods would get increased to the customers as they

could end up paying 18% GST. Impact would be h igh especially when

customers are final consumers. It may be noted that in the initial years

these goods may also be merit rated at 12%. In such a scenario, it would be

very critical for manufacturers to plan for GST impact on sale at the earliest

by ensur ing that their procurement is also tax efficient.
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The impact on goods which are enjoying concessional excise duty and VAT

rate could be understood with following example:

Particular Present indirect GST regime
taxes

Basic price of goods 1,000 1,000

Excise duty 6% 60 -

Sub -total for VAT 1,060 1,000

VAT @ 5% 53 -

GST at 18% - 180

(CGST+SGST/IGST)

Final price for 1,113 1,180

customers

From the above example, we could understand that there is an increase in
final price by Rs. 67 in GST regime. With proper planning, the cost of

purchases needs to be reduced to subsume the additional cost of Rs.67.

c. Change in price of goods 0 Excise duty / VAT exempted

There are goods like agricultural implements, solar energy goods which are
presently exempted from  excise duty and VAT. There are other goods which
are exempted from excise duty but liable for VAT or otherwise. In these
scenarios, the tax burden under present indirect tax system would be 0% to

6%. Even if we consider the merit rate of GSTof 12% on such goods, the tax
rate would be around 10% resulting in increase in price of goods for the
customers. This would definitely pinch the final customers and could create

resistance in buying goods.
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However, in GST regime, the exemption may not continue for most goods
which are presently enjoying some kind of exemptions either under VAT /
Excise provisions. Therefore, the manufacturers would be liable for payment

of GST with merit rate of 12% with ben efit of full credit of GST paid on

inputs and input services.

d. Reduction in procurement costs to manufacturers:

The reduction in GST rates for most goods from present 30 -32% to 12 -18%
range would in turn reduce the costs of procurements of materials to th e
manufacturers substantially. This could be understood with following

example:

Let 0s say, Agricul tur al tillers which ar

manufactured. The tax structure of purchases could be as under:

Particular Present indirect GST regime
taxes on exempted
tillers
Basic price of inputs 1,000 1,000
Excise duty 12.5% 125 -
VAT @ 5% on Rs.1,125 56.25 -
GST @ - 180
18%[CGST+SGST/IGST]
Total taxes paid 181.25 180
Eligible credits 56.25 180
Cost of materials 1,000+125 =1,125 1,000
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From this example, we understood that the cost of materials with seamless

credit is going to reduce in GST regime. In addition to this, there would be
credits on input services which would further reduce the cost of sales.

With proper planning of credits and cost involved, final price of goods has to

be revised to ensure that benefits of reduction in costs are passed on to
customers and the customers are not burdened with more taxes. This is

more so in case of B2C supplies where the end customer cannot av ail credit
of taxes paid on supplies of goods.

Even in case of VAT composite tax dealers who would be taxable in future
under normal scheme of taxation under GST, the impact could be similar.

Explained in detail in next segment on purchase and expenditur e

e. Increase in cost of services for final consumers

In GST regime, the cost of pure services for final consumers would definitely
increase as the rate of tax would be around 18% as against present service

tax rate of 15%.

However, considering the fact  that there would be seamless credit in GST
regime, the manufacturers who are also service providers would be eligible

to claim the credit of taxes paid on inputs -goods/input services which are
used. Such benefit of reduction in actual outflow of taxes due to input tax

credit should be passed on by the suppliers to customers.

f. Discount schemes to be relooked into

There could be various types of discounts such as cash discount, trade
discount, seasonal discounts etc. Under present indirect tax laws, the
disco unts allowed to customers would be eligible for deduction mainly:

a) When allowed as a regular practice or it is in terms of agreement entered.
b) When the discounts are  disclosed on the invoice

*Note: The provision is taken from Karnataka VAT provisions.
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There have been decisions allowing deduction of post removal discounts

only when the discounts are linked to specific invoices through which goods

are cleared.

However, in GST regime (Section 15 - Value of taxable supply), discounts

allowed at the time of s upply would be eligible for deduction. However, the

post supply deduction would be allowed for deduction only when:

a) Discount is established as per the agreement and is known at or before
the time of supply

b) Discounts are specifically linked to relevant invoices:  From the
interpretation, we could understand that it is not compulsory to disclose
the discount amount on the invoice in GST regime. Therefore, the
discounts would be allowed even if discounts can be linked to specific
invoices. In this regard, p roper planning is required in framing the
discount policy in such a way that the same could be linked to invoices.

c) Input tax credit has been reversed by the recipient of the supply as is
attributable to the discount on the basis of document issued by the

supplier

g. Decision on continuation of multiple depots / sales offices /
branches
Most manufacturers have set up sales offices / depots / branches which
could be on account of tax planning, catering to regional market etc. In
some cases it may have been due to Just In Time (JIT) concept adopted by
the customers. The tax planning could have been made considering levy of
CST, different rate of VAT in various states for same products. For example,
agricultural tillers are exempted from VAT in states like Tamil N adu, Orissa.
In states like Karnataka and Andhra, the tillers are liable for VAT at 5.5%.
As a better tax planning, all tillers could be procured in Tamil Nadu or
Orissa and sold directly to customers of all states to avoid tax. It may be
noted that even C ST would be exempted on sales made from Tamil Nadu in

this scenario.
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In case of GST, SGST rates could be same as CGST rates in different states.
There would be levy of GST on all supplies including stock transfers to
branches / depots / sales offices.

IGST would be levied on interstate supplies in first instance. Credit of IGST

paid on stock transfer would be available to the branch/depot.

Savings on account of eligibility of credit of tax paid on interstate supplies.
Presently, CST paid credit is inelig  ible.Due to this depotsmay be done away
with and costs of depots set up/storing/handling may come down as well.
Savings by way of set off of the input tax credit on IGST + economies of

supply chain could be passed on to customers.

Considering these facto rs, decision has to be taken to continue /

discontinue such additional place of business. The other factors to be

considered in decision making are as follows:

a) Cash flow involved on account of GST levy on stock transfers

b) Transportation cost involved in sending goods to depots and sale there
from.

c) Administrative cost like rent, office maintenance staff etc. for additional
places.

d) Cost of compliance in each location under GST like payment of taxes,
filing returns.

h. Arrangement with dealers / consignment agents

In case of entities which have appointed dealers / consignment agents,

there is a need to relook at the agreement clauses. Under the present laws,

the goods could be transferred without payment of any taxes. Ho wever, in

GST regime, the supplies including transfers would be liable for GST.

Schedule | lists out the matters to be treated as supply even if made without

consideration which includes supply of goods by o}
a. By a principal to his agent where the agent un dertakes to supply such

goods on behalf of the principal, or
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b. By an agent to his principal where the agent undertakes to receive
such goods on behalf of the principal.
Such dealers / consignment agents would be treated as separate taxable
persons for GST p urpose. However, the taxes paid on inward supplieswould
be eligible as credit for such dealers or agents. For initial period, the cash
flow would be high for the manufacturers on account of such transfers.

Considering all these changes, there is a need to educate dealers / agents.

i. Cheaper exports and impact on Form H purchases

Even under present tax regime, most of indirect taxes paid like excise duty,

VAT, service tax in relation to export of goods is eligible for either exemption

or refund. The exemptio ns / refund are resulting in cheaper exporters. In

GST regime, manufacturers could expect even cheaper exports due to

following factors:

a) Taxes like CST paid on procurements would not be a cost in GST as all
taxes paid on procurements are either eligible fo r credit or refund.

b) There would be no levy of entry tax.

c) Number of forms and compliance expenses involved presently, like
obtaining exemption certificate from excise department, filing multiple
refund applications would get reduced.

d) Faster refunds are e xpected under GST as compared to present refund
schemes. Present schemes are dead slow and expensive as it involves
satisfaction of VAT officers / service tax officers / Excise officers.

Sales / marketing officers could consider these factors for the purp ose of

pricing of goods. Cheaper goods would make exports even more competitive.

J. Tax savings due to various other factors

As already explained earlier, there would be savings in cost of materials on
account of non -cascading effect of taxes in GST as  compared to present
indirect taxation. Following factors to be considered by sales / marketing in

fixing / negotiating the final price of goods:
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a) Seamless credit on all purchases / services procured reducing cost of
production.

b) Savings on account of non  reversal of VAT credit in case of interstate
stock transfers.

c) Savings on account of non requirement to pay entry tax.

k. Proper tax clauses in sale agreement / contract
There is a need to provide clause in sale agreement / contract considering
the GST facto r. This would be more relevant in case of open purchase orders

from customers. Contracts / agreements / orders entered before

introduction of GST could include the
price, taxes applicable such as excise duty / VAT / CST / Service tax and
GSTasthecasemaybe t o be coll ected extrabd.

If any contracts have been entered which are inclusive of taxes, then special
care has to be taken to safeguard the interest of the business as the GST
rate would be around 18%. Ignorance of the tax clause could end up with

additional cost to business.

I.  Training of marketing / sales officers

After going through all the above points and the GST law which is new,
training of marketing / sales officers would be crucial in any business
environm ent. With better knowledge of GST, marketing / sales team would
be in good position to deal with prospective customers.

When the sales team knows the GST rates and the net tax costs after set off

of input tax credit, they could look at reducing the price o ffered to
customers.

Example: If Sales team of A Ltd knows that GST rate is 18%, instead of
present rate of 12.5% (excise duty) and 14.5% (VAT) on goods manufactured
and removed by A Ltd, then with respect to reduction on rate after adjusting
input tax credit, say 5 -6%, may be reduced from price of goods sold by Sales
team of A Ltd.
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This could make the supplies more competitive leading to bagging more

orders.

2. Purchase and Expenditure

a) Increase in initial cash outflow

The standard rate of 18% GST on goods and services would have an impact

(negative & positive) on the initial cash outflow. Let us understand the impact
[assumed 10% CGST and 10% SGST

from below example with standard rates

for easy computation]

Goods

Present IDT GST

Value 100 Value 100
ED 12.5% 12.5 CGST 10% 10
VAT 14.5% 16.31 SGST 10% 10
Total 128.12 Total 120
Services

Present IDT GST

Value 100 Value 100
ST @ 15% 15 CGST 10% 10
- - SGST 10% 10
Total 115 Total 120

From above example, we could understand that cash outflow would reduce in

case of purchase of goods and increase in case of procurement of services. In
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case of goods which are presently enjoying the benefit of concessional rate of

tax wherein overall tax r ate is less than 10 -12%, the cash outflow could
increase. There could also be a scenario where presently goods are exempted

but would be taxable in GST regime leading to extra cash outflow.

As credit of duty paid can be availed, the cash outflow would be e ffectively
lesser in case of B2B transactions. However, in case of B2C transactions, the

customer has to bear the tax burden under GST.

Proper planning for purchases by procurement dept is essential considering
various factors. Few of them could be as fol lows:
a) Requirement of revision of EOQ levels based on cash flow impact and
orders on hand if any.
b) Negotiation of price with vendors due to reduction in cost of supplies of
goods for manufacturing sector.
c) Reuvision in purchase / procurement budgets.
d) Ensure purchases made from vendors who have proven track record of
paying taxes on time to ensure there is no disallowance of input tax

credit availed on procurements.

b) Reduction in Cost of material purchased

Almost 60% to 70% of total production cost would compr ise of material cost in
many manufacturing business. Most of the manufacturers procure required
inputs either from manufacturers or dealers located within state or outside

state. There could be reduction in cost of materials in GST due to following

points discussed:

CST payment

When excisable goods are procured, there would be levy of sales tax even on
the excise duty amount leading to cascading effect. If the sales tax is in form of
VAT, then there is an option of input credit. However, when CST is paid, the

same would be inelig ible for credit increasing the cost of materials procured.
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Under GST, there would be no concept of CST, instead IGST would be paid on
inter -state supplies. The credit of IGST paid shall be allowed as credit thereby

reducing the tax burden.

Entry tax paym ent

In case of few states like Karnataka, Orissa, West Bengal, there is a levy of
entry tax on specified goods entered into the state. In Karnataka, the entry tax
rate is 2% on machineries and its parts. On petroleum products, the levy is 5%
on purchase pr ice. The entry tax paid is not eligible for input setoff as well.
This levy is increasing the cost of materials procured.

In GST regime, abolition of entry tax would result in decrease in cost of

procurement.

Procurement from non -excise dealers

In case of goods procured from dealers other than first / second stage dealer,
buyer can avail only VAT credit. Dealer would have procured goods from
manufacturers / imported on payment of duties. If the dealers are not
registered under excise and not passing on t he benefit of taxes paid, then the
same would add to purchase cost.

In GST, this scenario would not arise as dealers would be eligible to take all

credits. Earlier dealerswho were not registered as dealers under central excise

were passing on the costs of taxes on imports|] mean rates as follows
BCD10%+Customs cess 3%+12.5%CVD+4%SAD= say 29.5%] and/or
domesticprocurements(mean rate  -12.5%Excise duty) and collecting and paying
output VAT after setting off input VAT.

In GST, they can get the credit of tax pai d on imports -IGST could be say total
18%[BCD cost say 10% would still continue] and domestic procurements -
CGST+SGST say 18% and paying net output GST tax. The savings due to set

off ranging from 19.5% on import and 12.5% could be passed on to customer.

This would reduce procurement cost to manufacturers who purchased from

non -excise dealers in past.

Purchaser can take GST credit based on dealer invoice.
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This will reduce the effective cash outflows and effective purchase cost of

inputs.

c) Eligibility of cre  dit on interstate purchases

Goods purchased from manufacturers or dealers from other states are liable to
CST at the rate of 2% with C form or equal to local VAT rate. In present IDT
system, the CST paid is not eligible for credit.

In GST, the supply of goods and or services in the course of interstate trade or
commerce is liable for IGST. The amount paid by the purchaser towards IGST
can be claimed as input credit. This would reduce the procurement cost for

manufacturers.

d) Taxlevyon purchases /procure mentfrom unregistered dealers

On goods procured from unregistered persons, there is a need to pay VAT in all

the states which would be eligible as credit provided the goods are used in
relation to saleable goods.

In GST regime, number of unregistered dea lers would get reduced substantially
due to lower exemption limit. There could be a GST payable under reverse
charge by recipienton procurement of specified goods. Also there could be GST
payable under reverse charge by recipient on procurement of specifie d services
in GST regime. Credit of GST paid under reverse charge could be available to

the recipient of such goods and or services.

e) Procurements from composition dealers to be avoided

Under the present VAT regime, the tax paid on purchase of goods from
composition dealers would not be eligible for input credit. In most states, the
composition VAT cannot be collected from the buyers. In such a scenario, the
cost of procurement of goods would increase to the buyer of goods.

Even in GST regime, the composi  tion scheme would continue with a minimum
tax of 1%. The tax cannot be collected by the seller and therefore, there is no

guestion of credit for the buyer of goods. However, due to ineligibility of credit
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on purchases, the cost of sales for composition dea ler would increase. There is
a need to reduce / completely avoid procuring goods from composition dealers
in GST regime. However, this decision should be taken considering other

factors such price of goods, necessity of goods etc.

f) Screening of suppliers

The credit of excise duty and VAT (though questioned in few states) paid on
purchases would be eligible as credit if goods are received and put to use in
business. Generally, it is not the responsibility of the buyers to ensure tax
payment by the supplier s to the Government. To this, there are exceptions in
states like Delhi and Tamil Nadu where the credit of VAT would not be eligible
for the buyer of goods unless the taxes are paid by the seller to the

Government.

However, in GST regime, the credit wou Id be eligible for the buyers only if the
suppliers have paid their taxes properly which is applicable to all the states.

The concept of matching credits has been introduced. Any default in tax
payment by the suppliers would make the buyers ineligible for credits.
Therefore, screening of suppliers would be critical. Black listed dealers /
suppliers should be avoided. Dealers who do not issue proper invoices should

also be avoided by the manufacturers.

Procurements from high GST rating vendors
Vendor Compliance Rating Score is an important criterion for vendor selection.
Every company who is willing to purchase goods, can at the time of getting
guotation, can also see the vendor rating and purchase the goods.
Purchase done from highly rated vendor, wil | assist the recipient in
- Filing of timely returns by vendor - In time supply (GSTR -1) upload by
supplier, on which auto credit would be reflected in recipient GSTR -2 to
avail such credit.
- Ease of business

- Timely payment of taxes by vendor under GST

30|Page




g) Planning of purchases during transitional phase

In transitional phase, there would be a need for good planning to ensure that
maximum credit benefit is availed. The important factors to be considered are
as follows:

a. Timing of purchase 0 Manufacturers need to plan the time of purchase
during transition phase considering the credit eligibility. For example,
interstate purchases which suffer 2% CST could be delayed as CST is not
eligible as credit. Similarly, entry tax impact could also be considered
especial ly in case of machineries imported or procured from other states.
Procurements after GST introduction would not be leviable to entry tax.
Goods ineligible for credits under GST could be procured in GST regime
with lesser tax.

b. Purchase from unorganized dea lers o Purchases from unorganized
dealers should be reduced. Dealers who are not regular in their tax
payments, black listed dealers, dealers who do not issue proper invoices
should be strictly avoided.

c. Vendors with multiple locations 0 Itis necessary to ascertain if vendors
could supply the goods from locations within the state instead of
locations outside the state to avoid payment of CST which is ineligible in
present regime and payment of IGST in GST regime though credit
eligible, it could affect the  cash flow. For this purpose, the transportation
cost should also be factored in.

d. Contracts / agreements to be revised 0 All the contracts including
purchase orders  would have to undergo amendment to include GST
clause.

e. Negotiation of price OEnsure passi ng on of savings in reduction in taxes
due to reduced GST on several categories of supplies of goods and or
services.Prices agreed as per the contracts should be renegotiated as the

cost of manufacturing could be reduced for the suppliers.

h) Increase in ca sh outflow on services -Planning
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Presently, the services procured are liable for ST of 15% including cess. In GST

regime, the rate of GST could be around 18% resulting in extra cash outflow.

Proper planning is required to procure and clear the payment for the services.

The payment for services which are ineligible for credit in GST regime should

be cleared first to reduce the cash outflow.

i) Requirement of credit distribution

In case of common services like statutory audit services, consultancy services
received, the credit of service tax paid needs to be distributed to respective
units under the present tax regime. Even under GST, the situation would
continue. However, distribution of credits, compliance with legal requirement
could take substantial time . Therefore, with proper planning, the vendors to be
instructed to issue separate bills if possible. The place of supply would also be
critical in GST regime. Any mistake in place of supply in the invoice could

result in denial of credit for the manufactur ers/service providers.

3. Finance and Accounts
Understanding the business is important. Through websites, audit reports. IFC

process flow could be important source of information to understand the

business. SOP could be of great use. The following issues could be of much

importance:

Accounting entries for IDT compliance

Planning of cash flow impact

Make aware of GST implementation cost

Impact due to requirement of multiple returns

Impact on budgets & Sales & Purchases

Impact in investment in securities

Need for training vendors / suppliers

Requirement of compliance under TDS / TCS provisions

Revision of SOP

=4 =/ =/ A 4 -4 -4 A A -2

System of accounting for purchase returns / sales returns
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Steps to be taken for issue / collection of Form under GST
Training for staff under GST
Hirin g of additional staff if compliance is increasing

Status of pending litigations and action to be taken

= =42 =/ A A

Changes in formats and reports such as tax invoice, BOS etc.

4. Other Impact on Manufacturers

a.

Competitive in market : There would be a saving in taxes due to less or
no restrictions in taking setoff of taxes paid at various stages of
manufactures reducing the cost of goods sold. This would make them
more competitive both in domestic and international markets.

Valuation of the supply of goods : At present , excise duty is paid on the
event of manufacture of excisable goods and VAT on the sale of goods.
VAT/CST is computed on sale price+ excise duty paid. With the shift of
taxable event from manufacture to supply of goods, the valuation of goods
could be simplifi ed. Under GST, actual value received as a consideration
for the supply of goods would be subject to GST.

Reduce Corruption : Due to online filing of returns and statements, and
consequent reduced interaction with dept, the corruption faced by the

manufactu rers would substantially reduce over a period of time.

. Transaction costs : The transaction costs of compliance could reduce due

to widespread computerization and online filling and filing of
forms/payment of taxes and returns. However the huge need to uploa d all
transactions may lead to the compliance cost for medium sector to rise

and for small sector it may not be bearable.

Manufacturers under administration of State VAT officials:
Manufacturers having a value of clearances of less than Rs 150 Lakhs are
exempted under present Excise  law. However, under GST Act exemption is
limited to Rs 20 Lakhs under regular scheme and Rs 75 Lakhs under
Composition scheme .When turnover is less than specified limits of Rs. 1.5

Crore or less would come under sole jurisdiction or  control of State VAT
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officers . The administrative control of businesses with turnover exceeding

that limit would be jointly with Central and State Govt.

Conclusion:

In addition to the aspects covered above, the GST law also covers pro visions on
levy of interest, penalty, remission, audit, assessment, inspection as well as

regular as well as alternate dispute resolution mechanisms.

The implementation of GST is expected to be from April 2017. More important,

from the businessman and con  sumer perspective, this change is going to have
substantial impact on the business as well as cost to consumers depending

upon the structure of the business and location of business and consumer.
Therefore it becomes essential to re -look into structure the business and
location depending upon the assessment of implication of GST on each type of
transactions. The impact analysis and planning for restructuring can be done

only after the rates are finalized.

Impact on Traders:

a) Tax on value addition : The impact of tax on the wholesaler or retailer
would be limited to the value addition. The tax paid at earlier stages
(except SGST of other states) would be available as set off for payment of
GST on supplies. Therefore traders would prefer to buy/receive sup plies
with invoice.

b) Reduce cascading : Cost of products and services would reduce due to
the cascading effect of tax being reduced.

c) SGST levy : SGST would be levied on the local supply of goods within
State. IGST (comprised of CGST and SGST) would be levied on interstate
supply of goods. CST Act could be abolished in course of time and as a
preliminary step the rate of CST could be brought down to 1%. Form C

would be abolished under GST law.
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d) No subsequent sale or sale in transit under the CST Act against
Forms E -1/2: This exemption as per section 6(2) of the CST Act may not
be continued under GST levy.
e) Stock transfers : Presently, stock transfer is done without charging CST
against Form F. Under GST law, stock transfers from one State to other
to oneds branch or consignment @tesale mi g
and tax levied thereon.
f) Stock transfers to branches/con signment agents within the State
Under GST, these transfers  could also be levied to tax, unless the GSTN

number of transferor and transferee is same.

Impact of GST on service sector

GST is not just a tax reform but it is a business reform. It shall change the way
in which business processes are performed and the way in which the business
transactions are undertaken. Although, GST will bring with it, both positive

and negative aspects.However, the organizations that will plan its business
processes be tter in a manner to best suit the needs of the GST regime, then
such organization will have competitive edge over others. Therefore, it is of due
importance that business house proactively re -structure its business processes
and optimize its tax positiont o reduce the negative impact of the changing tax
environment. So far as service sector is concerned, below is the brief of the
impact that the GST is going to have on the service sector:

The major areas of impact of GST on service providers is under:

GST Rate

The service sector at present is taxed at the rate of 15% including Swatch
Bharat and KrishiKalyan Cess (KKC). The GST rate is likely to be higher widely
speculated at 18%. This means that there would be an impact on the services

which would be come costlier by the differential tax amount from the current
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levels.All the continuing /ongoing contracts have to suffer the increased rate in

respect of work completed after appointed date.

International competitiveness

Competitiveness o fhaslintrdasea @wer time ubgets partially
impeded due to certain domestic constraints. One of such constraining factors
refers to inefficient indirect tax regime. The following factors may affect the
|l ndi ads I nternational competitiveness,;

1 Cascading tax

1 not getting full offsets by way of credit

1 origin based taxation

1 Delay in refunds etc.
With the introduction of GST which is going to be consumption based
destination taxation, seamless credit objective and simple payment, return and
refund procedures etc  such constraints would recede over period, leading to

increase in export of services.

Supply
The present taxable events under different laws are no where relevant and only
one =event I . e. Osupplyd needs to be track

manner. Tax is on supply of service. In the present scenario the service
provided without consideration i.e, free service is not taxable. Even all
reimbursable expenditure collected by service provider could be taxable as it

is nothing but supply.

Levy and Colle ction of CGST/SGST
Section 8 sets out that Central/State Goods and Services Tax (CGST/SGST)

shall be levied on all intra -State supplies of goods and/or services at the
ratesnotified by Central/State Government in this behalf, but not exceeding
14%, on recommendation of Council and collected in such manner as may be
prescribed. Hence two levies on same service i.e. SGST and CGST, instead of

only one tax i.e. service tax in the present law.
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Section 9 of CGST Act provides for not less than 1% of the turnov er during the
year whose aggregate turnover in preceding financial year does not exceed Rs.
75Lakhs as composition scheme. This scheme is not available to supplier of

services.

Input tax credit

The main objective of GST law is to give seamless credit by not putting
restrictions. Service providers are eligible for credit of VAT portion on his
purchases hitherto not eligible. The GST law sets out that every registered
taxable person who carries on  any business at any place in India/State, shall

be entitled to take credit of input tax admissible to him which shall be credited

to the electronic credit ledger of such person.

The amount of credit of IGST available in the electronic credit ledger shall f irst
be utilized towards payment of IGST, CGST and SGST, in that order. The
amount of credit of CGST shall first be utilized towards payment of CGST and

the amount remaining, if any, towards the payment of IGST.

Credit of SGST shall first be utilized towar ds payment of SGST and the amount
remaining, if any, towards the payment of IGST.

The input tax credit on account of CGST shall not be utilized towards payment

of SGST.

There is no segregation between manufacture, services and trading for

utilization of ¢ redit.

IGST

Service provider has to pay the  IGST on interstate supplies. It could apply even
for services between head office and branch vice versa if they are situated in
different states. This could be one of the draconian provision under GST.

Recommendation in this regard is highly preferred.

Further import of services shall be liable to IGST under reverse charge
mechanism. Supply includes import of services whether or not for

consideration whether or not in the course or furtherance of business.
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Time of Supply

This would be helpful for determ ining the time of supply of goods and / or
services under GST law. The provisions of time of supply under GST are more
or less similar to present POT Rules, 2011. However these are going to be

further more cumbersome.

Place of Supply

Section 12and 1 3 of IGST Act provides the provisions of place of supply, which
are similar to erstwhile place of provision rules, 2012. These are useful to
determine the place where the services are deemed to be supplied. Determining

the place of supply under GST is goin g to be very cumbersome.

Reduction in cost

With the introduction of GST the cost of procurement of services is going to be
reduced due to no cascading of taxes and reduced prices by the vendors. Ex.
Wor ks contract service s upigdestlmseneficiaginéisgoi ng

regard. Works contract - huge impact if not under merit rate.

Transaction value

GST shall be payable on transaction value of supply of goods and / or services.
Transactions with related parties/ progerlyo up

valued 0 Valuation issues may creep in this regard.

No Disputes around Sale v/s Service

Currently service providers are facing difficulty in identifying what is service
and what is a good and getting notice from both service tax and VAT /CST
departments. Assessees paying service tax are getting notices from VAT / CST
department and the assessees who are paying VAT /CST are getting notices
from service taxdepartment.With the introduction of one single GST on supply

of goods and /or services includi  ng Schedule Il, GST is also likely to put an end
to the double taxation of services like software etc. which are treated as goods

and services both.
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Registration

Registration needs to be taken by person liable to pay tax (section 22)

1 There would be separate categories of registrations for different taxable
persons viz., normal taxpayer, taxpayer under compounding scheme,
casual dealers, non -resident supplier, input service distributor and
unique ID for UN bodies/ governmental authorities and PSUs.

Registration would be PAN based.
An entity having a single PAN but effecting supplies from multiple States
would be required to take registration in each of the States from where
the supply is being made.
1 Separate registrations may be taken for different bus iness verticals

within the same State. This would be optional and not mandatory.

Returns

Every registered dealer is required to file return for the prescribed tax period. A
Return needs to be filed even if there is no business activity (i.e. Nil Return)
during the said tax period of return;Government entities / PSUs, etc. not
dealing in GST supplies or persons exclusively dealing in exempted / Nil rated

/ non AGST goods or services would neither be required to obtain registration
nor required to file retur  ns under the GST law.

1 Filing of returns would only be through online mode . Facility of offline
generation and preparation of returns will also be available. The returns
prepared in the offline mode will have to be uploaded.
3returns currently vis  -a-vis 37 returns in a year in GST

1 There would be a common e-return for CGST, SGST, IGST.

A registered Tax Payer shall file GST Return at GST Common Portal
either by himself or through his authorised representative ;

i There would be no revision of Returns .

Assessments, audits and demands
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OAssessment6 means determination of tax | iabilit
self-assessment, re -assessment, provisional assessment, summary assessment
and best judgment assessment & clause 2(11) of GST Act 2017.

Hence the scheme of separate assessments, audits and demands existed under
erstwhile different acts are going to go and only one assessment, one audit and

one demand notice under GST law would come into force. The tax
administration would have powers to audit an d re -assess the taxpayers on a
selective basis.

The Commissioner of CGST/Commissioner of SGST or any officer authorised

by him, by way of a general or a specific order, may undertake audit of the
business transactions of any taxable person for such period, at such frequency
and in such manner as may be prescribed. Special audit by Chartered/Cost
Accountant can be ordered if the officer is of the opinion with prior approval of

commissioner.

Managing procurement vendors

As prices are expected to come down in GST regime, every customer would like
to procure goods/services at a cheaper price. In this aspect, Purchase
department of an organization has to be more proactive to manage their
procurements/ suppliers better and to crack a better deal from their vendor S.
GST is nothing but an opportunity for the purchase department to enhance
their vendors list and negotiate, this aspect is being discussed below in detall
as under:
U Vendor masters updation, Tax master updation
Once GST is implemented, the first and forem ost important task is to
update the vendor masters and tax masters with the additional
information based on the structural changes and the tax changes

performed by each businesses in the GST regime.

U Vendor Performance/ compliance
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It is very important tha t every supplier has to comply with GST, as the
concept of compliance rating in the GST regime would be playing a
crucial role. It not only defines the compliance status of the business but

also has an impact on the business, either positive or negative. Suppose

if compliance rating is low on scale either because of delay in payment of
taxes or invoices etc , then the customer would think twice before
transacting a business with such vendors.

Further, an important aspect in GST is that tax credit to the purchaser is
linked with that of tax payment of such taxes by the vendor. Unless, the
vendor pays the taxe s on supply of the goods/ services, the customer will
not be entitled to take credit of such supplies. If supplier has not
remitted taxes, then GST becomes cost to buyer and in turn, price of his
supply would substantially goes up which would affect the ma rket.
Further, if there is any delay on account of vendor in remitting taxes,
then the buyer can take credit of taxes only after discharge of taxes by
supplier. Till then, buyer has to wait for the payment by supplier. This
becomes a big challenge to the  business to follow up with the supplier for
taking credit.

Therefore, procurement department needs to assess their current
vendors and the un -organised/ non -compliance oriented vendors must

be trimmed down.

Identifying multiple new vendors

As GST is an u nited indirect tax and since it will change the entire
dynamics of the businesses, therefore prices of almost all the businesses

will undergo a change. Therefore, it gives an opportunity to the
businessesconsider entire nation as a common market and enhanc e the
geographical purchase horizon and get the quotes multiple new vendors.
Therefore, against the current practice of obtaining 3 or 4 quotations,
business can identify multiple new vendors and get revised quotations to

obtain for a better and cheaper pr  ice at same quality in the GST regime.
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U Conducting vendor education programmes for un -organized vendors
Since GST involves compliance from both the supplier and the buyer,
procurements from un -organized vendors is a bit challenge to the
business as the cre dit may be lost. In such cases, vendor education
programmes needs to be conducted for un -organized vendors to bring
awareness about GST. Such programmes shall ultimately fetch results

for the customers in the long run.

U Pricing of procurements from related parties
Although, transaction value with the related party vendors would be
acceptable in the GST regime. However, department officers have been
given adequate powers to reject the transaction value if there is an iota of
doubt on the truth or accuracy of the value adopted or if the value is not
kept at the arms length. Therefore, each supplier has to review the
current pricing of transactions with the related parties and make
suitable changes, if any to comply with GST. Otherwise, GST officers may

litigat e into the valuation in respect of the related party transactions.

2. Other Impact on Service Providers

a. Present destination based to consumption based levy
Presently, service tax is levied at origin and is a destination based
levy, the burden of which is bo  rne by the end customer. Under
GST, they would be taxed at the place of consumption.

b. Service tax -SGST levied by States : Under GST law, the service
tax would be levied not just by Centre but also by the States who
would be empowered to levy SGST by amendme nt to the
Constitution of India.

c. Taxes received by consuming State . If services are rendered from
one State to another, then tax would ultimately go to the

consuming State.
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Overall Impact

a)

b)

d)

Change in law and procedure . Since it is a major indirect tax reform in
India, there would be new legislations and procedures. The entire
indirect tax code would be a new one.

Change in tax -rates : The standard rate of 12.50% for central excise,
Service tax, along with residuary rate of VAT at 12.5 -14.5% brings the
overall rate to 25% -30%. When the tax rates are increased it could lead

to tax evasion as well.But, post GST, it is in the range of 5% -12%-18%; a
net gain of almost 6% -10%. Most of the dealers and consumers would
experience the change in tax rates, either significantly or marginally.

GST based on HSN : The central excise tariff based classification would

no longer be applicable. It will reduce the interpretational issues in
respect of class of commodities.

Nearly Seamless Av ailment of tax credit : GST will facilitate seamless
credit across the entire supply chain and across all States under a

common tax base. At present no cross credit are available across central

excise/service tax to local VAT/sales tax. Under the GST law, t he input
tax credit (ITC) (set off) would be given for Central GST against CGST and
the States will give input tax credit (ITC) SGST to SGST. Cross -utilization

of credit between Central GST and State GST will not be allowed.

Credit availment based on vend ors invoices : The credit of excise duty
paid is available based on the excise invoice raised by manufacturer or
service provider. The credit is available under the Service Tax law when

the payment of invoice is made within 3 months of invoice date. In
resp ect of joint charge and reverse charge, based on receipt of payment
basis on basis of payment challans of the assessee. Under State VAT law,

it is allowable on the basis of tax invoice. Under GST the credit could be
availed based on the invoices of vendors under CGST and SGST. But the
onus may shift onto the assessee to ensure that the amount of the
CGST/SGST has been deposited to the respective Government treasury

by the vendor. This is not a legal provision and could be challenged.
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f) Avoidance of Double Taxation : Presently, several transactions suffer
VAT as well as Service Tax such as in case of works contract or licensing
of software. This could be resolved in GST by redefining what is goods
and service.

g) Changes in the Accounting Software . Dealers and service providers
need to modify/replace the accounting and taxation software. Though
initially there could be investment costs, costs of training in GST of
people at each level starting from junior/mid to higher level managerial
staff, management group/st  akeholders.

h) Training : Comprehensive training would be required to the staff
members of the business community, both at senior level and also at
junior level. Further, the scope of such training should be extended to
the marketing personnel, apart from acc ountants and legal department.

i) Competent Professionals : There are specialized consultants for Excise
Duty, Service Tax and VAT. With the GST, only a single consultant
maybe required who can handle all GST matters. Compliance for the
SME may necessitate co mpetent tax preparers who are semi qualified.

J) Amending existing contracts : Assessee has to put a clause to collect

CGST and SGST extra as applicable in respect of existing contracts.

Advantages of GST for India?
A GDP Growth will go Up by about 2% - 4%
A International Competitiveness will increase by about 6% - 7%

A Increased FDI due to movement f orward refers and ease of doing
business

A Common Market - Tax distorted locations and check post delays would
not be there.

Lower transaction cost 0 reduced corrupt ion due to adoption of IT

Increased IDT + Direct Tax Revenue due to higher compliance
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DEFINITIONS:

Supply, Goods, Service, , Exempt supply, Deemed export, Zero rate
supply, Import & Export of Goods & Service, Input Tax Credit, Reverse
Charge & Consideration

Meaning and scope of supply

Supply has defined in  section 7 of the CGST Act. It is an inclusive definition.
According to section 7 -

(1) Supply includes

(a) all forms of supply of goods and/or services such as sale, transfer, barter,
exchange, license, rental, lease or disposal made or agreed to be made for a

consideration by a person in the course or furtherance of business,

(b) importof services, for a consideration whether or not in the course or

furtherance of business, and

(c) activities specified in Schedule |, made or agreed to be made without a

consideration.

(d) activitiesto be treated as a supply of goods or a supply of services as

referred to in Schedule II,
(2) Not withstanding anything contained in subsection (1), -
(a) activities or transactions specified in schedule IlI; or

(b) suchactivities or transactions undertaken by the Central Government, a
StateGovernment or any local authority in which they are engaged as public
authorities, as may be notified by the Government o n the recommendation of

the council,

shall be treated neither as a supply of goods nor a supply of services.
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(4) Subject to sub -section (1) and sub -section (2), the Government may, upon
recommendation of the Council, specify, by notification, the transact ions that

are to be treated as i
(a) a supply of goods and not as a supply of services; or
(b) a supply of services and not as a supply of goods; or

The tax liability on a composite or a mixed supply shall be determined under

provision8 of the CGST Actint he following manner A

(a) a composite supply comprising two or more supplies, one of which is a

principal supply, shall be treated as a supply of such principal supply;

(b) a mixed supply comprising two or more supplies shall be treated as supply

of that p articular supply which attracts the highest rate of tax.

Goods

Section - 2(52) - ogoods & @éheans every kind of movable property other than
money and securities but includes actionable claim , growing crops, grass
and things attached to or forming part of the land which are agreed to be

severed before supply or under a contract of supply;

Services

Section 2(102) -0 s e r v i mearssarything other than goods, money and
securities but includes activities relating to use of money or its conversion

by cash or by any other mode from one form currency or denomination, to
another form, currency or denomination for which a separate consideration

is charged.
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Section 2(39) 0de ex@anasduche suppties bf gaogs as may be

notified under section 147:

According to section147 deemed exports means the Government on the
recommendations of the council, notify certain supplies of goods are deemed
exports, where goods supplied do not leave India, and payment for such
supplies is received either in Indian Rupees or in convertible foreign

exchange, if such goods are manufactured in India.

Section 2 (47) 0 e xmeanp supply wfpany godds and/or
services or both which attracts nil rate of tax or which may be wholly
exempt from tax under section 11 or under section 6 of the IGST Act, and

includes non taxable supply.

Section 2(23) of IGST Act dzero-rated supply 6 means supply

and/or services in terms of section 16

Section 2 (10) -IGST Act 2016 - 0i mpor t o fwithgits grdnsnmatical
variations and cognate expressions,means bringing goods into India from a

place outside India;

Section 2(5) 0 ex withitstgrammaticgl vaniatian® and cognate
expressions, means taking goods out of India to a place outside India; (IGST
Act)
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Section2 (11) -1 GST Act 20160i mpor meahsséhei 6

service, where
(a) the supplier of service is located outside India,
(b) the recipient of service is located in India, and

(c) the place of supply of service is in India;

Section 2( 6) oexport mdansshe supply of@rsy éervice when

(a) the supplier of service is located in India,

(b) the recipient of service is located outside India,

(c) the place of supply of service is outside India,

(d) the payment for such service has been received by the supplier of service

in convertible foreign exchange, and

(e) the supplier of service and recipient of service are not merely
establishments of a distinct person in accordance with explanation 1 of
section 8; (IGST Act)

Section2(63) d nput taxmemedi cdéedit of O6input

Section 2(62) "inputtax " in relation to a taxable person, means the central
tax, State tax, integrated tax or Union Territory taxcharged on any supply of

goods or services to him and includes

(a) IGST charged on import of goods
(b) The tax payable under sub -section (3) & (4) of section 9,
(c) The tax payable under sub -section (3) &(4) of section 5 of IGST Act,
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(d) The tax payable under sub  -section (3) & (4) of section 9 of SGST Act,
(e) The tax payable under sub -section (3) & (4) of section 9 of UTGST Act,

but does not include the tax paid under composition levy

Section 2 ( 9 8) Or ever s enears hhe rlighiity  pay tax by the
recipient of supplyof goods or services or both instead of the supplier of
such goods or services or both under sub  -section (3) or sub -section(4) of

section 9, or under sub  -section (3) or sub -section (4) of section 5 of IGST Act

Section 2(31) 0 c on s i de rimrelatianno&he supply of goods or services

or bothincludes & &

(a) any payment made or to be made, whether in money or otherwise, in
respect of, in response to, or for the inducement of, the supply of goods or
services or both, whether by the recipient or by any other person but shall
not include any subsidy given by the Central Gove rnment or a State
Government;

(b) the monetary value of any act or forbearance, in respect of, in
response to, or for the inducement of, the supply of goods or services or
both, whether by the recipient or by any other person but shall not include
any subsidy given by the Central Government or a State Government:
Provided that a deposit given in respect of the supply of goods or

services or both shall not be considered as payment made for such supply

unless the supplier applies such deposit as considera tion for the said supply
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CGST, SGST, IGST, Levy , Collection and Exemption

Article 265 of Indian constitution: No tax shall be levied or collected except

by authority of law.

Article 246 empowered the Parliament and State legislatures to make
laws to co llect taxes on items listed in list I, Il and IIl in the seventh schedule.
In exercise of these powers, tax laws have been framed and taxes are being
collected. Parliament and the State Legislatures have derived the power to Levy
CGST, SGST, IGST, (Called GST together) after the amendments made to the
constitution in 101 st Constitution Amendment Bill were approved by the
Parliament and more than half of the State legislatures. The relevant

amendments made are briefly explained as under:

Article 246A provides that both parliament and state legislatures shall
have concurrent powers to make laws with respect to goods and services tax
(GST). Parliament will retain exclusive power to legislate on inter -state trade or

commerce.

Article 269 empowers the Par liament to make GST related laws for inter -
state trade / commerce. Article 269A provides that in case of the inter -state
trade, the tax would be levied and collected by the Government of India and
shared between the Union and States as per recommendation o f the GST

Council.

Article 279A provides for constitution of a GST Council by President
within sixty days from the day the Article coming into force. This Article also

provides details about formation, functions and powers of GST Council.

Article 268 h as been amended so that excise duty on medicinal and toilet
preparation would be omitted from the state list and would be subsumed in

GST. Article 268A has been repealed so now service tax is subsumed in GST.
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Article 366 of the Constitution gives the mean ing of expressions used.
According to this Article
0) 0goodso6é6 includes all materials, commodi
(i) 0goods and services taxo means any t
services or both except taxes on the supply of the alcoholic liquor for
human consu mption;

(i) 0Servicesd6 means anything other than g

Some relevant definitions in the GST law to be placed before GST Council
for approval and thereafter for approval of Parliament and State Legislatures

are given below.

OCGSTé6 means the tax Il evied under the Centra
2016;
ol GBTmeans the tax |l evied under the I ntegra

2016;

0 S GS Tmeans the tax levied under the State Goods and Services Tax Act,
2016;

Levy and collection of Taxes

Section 9is the charging section. A tax called the Central/State Goods
and Services Tax (CGST/SGST) on all intra  -State supplies of goods and/or
services shall be levied and collected in the manner prescribed. Section also
makes it clea r that tax would be levied and collected on the value determined
under section 15. Tax  would be levied and collected at the rates notified by the
Central or State Government. There is a ceiling to the rate which is 14% of the
value. As of now there appears to be no proposal to levy tax on the basis of
guantity, vol ume et c. popul arly known as
provides that rate  would be determined on the basis of recommendations of
GST council.
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Tax has to be paid by every taxable person. Th e expression 06T
persond® has been explaineddefined in secti
person means a person who is registered or liable to be registered under
section 22 or 24 of this Act

A person who has obtained or is required to obtain more than one
registration, whether in one State or more than one State, shall, in respect of
each such registration, be treated as distinct persons for the purposes of this
Act.

An establishment of a person who has obtained or is required to obtain
registrati on in a State, and any of his other establishments in another State
shall be treated as establishments of distinct persons for the purposes of this
Act.

According to provision 22 of the act the persons liable to be registered

are:

1. Every supplier shall b e liable to be registered under this Act in the State
from where he makes a taxable supply of goods and/or services if his

aggregate turnover in a financial year exceeds twenty lakh rupees:

Where such person makes taxable supplies of goods and/or services
from any of the States specified in sub -clause (g) of clause (4) of Article
279A of the Constitution, he shall be liable to be registered if his
aggregate turnover in a financial year exceeds ten lakh rupees. (States
covered by this Article are  Arunacha | Pradesh, Assam, Jammu and
Kashmir, Manipur, Meghalaya, Mizoram, Nagaland, Sikkim, Tripura,
Himachal Pradesh and Uttarakhand)

(Other than Special Category States)

Every supplier shall be liable to be registered under this Act in the State
from where he makes a taxable supply of goods and/or services if his

aggregate turnover in a financial year exceeds ten lakh rupees. (Special
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category states are Assam, Arunachal P radesh, Meghalaya, Manipur,
Mizoram, Nagaland, Sikkim, Tripura, Uttarakhand, Himachal Pradesh,

Jammu and Kashmir)
(Special Category States)

Aggregate turnover O means t he aggregate val ue of
(excluding the value of inward supplies on which tax is payable by a taxable

person on reverse charge basis),exempt supplies, exports of goods or services

or both and inter -State supplies of a person having the same PAN, to be

computed on all India basis and excludes taxes, if any, charged under th e
CGST Act, SGST Act and the IGST Act and cess.

The following persons shall not be liable to registration o}

(a) any person engaged exclusively in the business of supplying goods and/or

services that are not liable to tax or are wholly exempt from tax u nder this Act;
(b)agriculturist, to the extent of supply of produce out of cultivation of land.

After giving details of persons who need not be registered, the schedule
provides that the following categories of persons shall be required to be

registered under this Act:
(i) persons making any inter -State taxable supply
(i) casual taxable persons making taxable supply
(i) persons who are required to pay tax under reverse charge,
(iv) persons who are required to pay tax under sub -section (5) of section 9,
(v) non-resident ta xable personsmaking taxable supply

(vi) persons who are required to deduct tax under section 51, whether or

not separately registered under this Act;

(vii) persons who are required to collect tax under 52, whether or not

separately registered under the Act;
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(viii) persons who supply goods and/or services on behalf of other

taxable persons whether as an agent or otherwise

(ix) input service distributor, whether or not separately registered under the
Act;

(x) persons who supply goods or services or both, other than supplies

specifi ed under  sub -section (5) of section 9, through such

electronic commerce operator who is required to collect tax at source

under section 52,
(xi)y every electronic commerce operator

(xii) every person supplying online information and database access or
retrieval servi ces from a place outside India to a person in India, other

than a registered taxable person; and

(xiii) such other person or class of persons as may be notified by the
Central Government or a State Government on the recommendation of

the Council.

Sub-section 2 of section 9 provides that, the taxes on the supply of
petroleum crude, high speed diesel, motor spirit (commonly known as petrol),
natural gasand aviation turbine fuel shall be leviedfrom the date as may be

notified by the Government on the recommendation of Council.

Sub-section 3 of section 9provides that Central/State Governments may
specify categories of supply of goods or services or both, the tax on which is
payable on reverse charge basis on the recommendations of GST council. In
such cases the tax has to be paid by the recipient of goods or services or both.
For all purposes of the Act, the recipient will apply as if he is the person liable
for payment of tax for the supply of goods or services or both. It has to be
noted that reverse charge payment of tax existed earlier in the case of VAT as

purchase tax and in the case of central excise levy on manufacture; this
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concept had not been introduced. As regards services, this concept existed and

partial reverse charge taxation was also in vogue.

If an u nregistered person who is supplying the taxable goods / services /
both to a registered taxable person, then registered person shall be liable to

pay tax under reverse charge under this Act (section 9(4)).

Sub -section 5of section 9gives powers to GST council to recommend specific
categories of services the tax on which shall be paid by the electronic
commerce operator if such services are supplied through it. The Central or a
State Government may issue notif ication thereafter and ECO  would be treated

as the person liable for paying the tax on such services. The ECO has to

ensure that it i's repr esenteledronid gomnaercep ed s o n
means supply of goods and/or services including digital products over digital
or el ect r on ielectramie commerc& operaior 6 means any persjo

owns, operates or manages digital or electronic facility or platform for

electronic commerce.

CGST is payable on all intra state supplies. Intra state supplies are
explained in the IGST law. As per section 8of IGST Act, intra -state supply of
goods and/or services means any supply of goods and /or services where
location of supplier and place of supply are in the same state. The meaning

excludes SEZ units and imports.

Levy and collection of IGST

Section 5 is the charging section. A tax called the Integrated Goods and
Services Tax (IGST) shall be levied on all supplies of goods or services or both
made during the course of inter  -State trade or commerce. Section also makes
it clear that tax would be levied and collected on the value determined under
section 15 of the CGST Act. Tax  would be levied and collected at the rates
notified by the Central or State Government. There is a ceiling to the rate

which is 40% of the value. The section also provides that rate would be
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determined on the basis of recommendations of GST council and collected in

the manner prescribed. IGST on imported goods would be levied and collected
in accordance with the provisions of section 3 of Customs Tariff Act, 1975 at

the poin t where customs duties are charged. Provisions relating to reverse
charge and electronic commerce operator are similar to the provisions in the
CGST law.

The tax has to be paid by every taxable person.

Sub-section 2 of section 5 provides that, the taxes on the supply of
petroleum crude, high speed diesel, motor spirit (commonly known as petrol),
natural gas and aviation turbine fuel shall be levied from the date as may be

notified by the Government on the recommendation of Council.

If Government on recomm endation of thecouncil, by notification may specify
categories of supply of goods or services or both, tax shall be paid on reverse

charge basis by the recipient of such supplies (section 5(3) of IGST).

If an unregistered person who is supplying the taxabl e goods / services / both
to a registered taxable person, then registered person shall be liable to pay tax

under reverse charge under this Act(section 5(4) of IGST).

Sub-section 5 of section 5 gives powers to GST council to recommend
specific categories o f services the tax on which shall be paid by the electronic
commerce operator if such services are supplied through it. The Central or a
State Government may issue notification thereafter and ECO would be treated
as the person liable for paying the tax on such services. The ECO has to
ensure that It i's repr esenteledronid gomneercep ed s on
means supply of goods or services or both including digital products over

digital or electronic netw  ork.

61 GST i s payabl e on al | i nstate asuppdies aate e s u
explained in the IGST law. As per section 7 of IGST Act, inter -state supply of

goods or services or both means any supply of goods and /or services where
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location of supplier and  place of supply are in different states. The meaning

includes SEZ units and imports.

A person carrying on a business through a branch or an agency or a
representational office in any territory shall be treated as having an

establishment in that territory.

Collection of tax at source
Sections 51provides for tax deduction at source and 56 [of
CGST/SGSTACct]provide for tax collection at source. This is a new concept

brought in from Income tax Act.

As per section 51of the Act, Central or a State Government may mandate
(@) a department or establishment of the Central or State Government, or
(b) Local authority, or
(c) Governmental agencies, or

(d) such persons or category of persons as may be notified, by the Central

or a State Government on the recommendations of the Council

to deduct tax at the rate not exceeding one percent from the payment made or
credited to the supplier. Deduction has to be made in respect of goods or
services or both where the total value of such supply, under a contract,
exceeds twolakh and fift y thousand rupees (excluding taxes). GST council
recommendation and notification of goods and/or services would also be
necessary. Remaining provisions are similar to the ones that exist in section
52.

Section 52makes it obligatory for every electronic co mmerce operator not
being an agent, to collect an amount calculated at the rate not exceedingone
percent of the aggregate value of taxable supplies made through it where the
consideration with respect to such supplies is to be collected by the operator
once a month. Naturally goods/services where ECO is required to pay the tax

are excluded from this requirement. Amount collected in a month has to be
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paid to the government within 10 days from the end of the month. ECO has to

file a return. Supplier can take credit of tax paid. The provisions relating to
electronic credit ledger, matching, resolution of discrepancy etc have been
provided for in the section but are similar to the provisions relating to input

credit.

Composition scheme

A registered taxable person, subject to such conditions and restrictions as
may be prescribed whose aggregate turnover in the preceding financial year did
not exceed fifty lakh rupees, to pay, in lieu of the tax payable by him, an

amount calculated at suc  h rate as may be prescribed, but not less than o}

1 1% in case of manufacturer

1 2.5% in case of a hotel industry and

1 0.5% in any other case, of the turnover in a State / UT during the
year:
Provided that the Government on the recommendation of the Council ma y, by

notification increase the limit of 75Lakh Rupees to 1 Crore Rupees

Eligibility
Tax payment under this scheme is an option available to the registered taxable
person.
Conditions and restrictions would be prescribed.
1 Aggregate turnover should not  exceed fifty lakh rupees.
1 In the case of a manufacturer 1%, for hotel industry 2 % % and other

cases one percent of the turnover is the amount payable in lieu of tax.

The taxable person should make an application exercising his option to
pay tax under thi s scheme. Once granted, the eligibility would be valid unless

his permission is cancelled under law or he becomes ineligible.
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No permission shall be granted to a taxable person -

(@) who is engaged in the supply of services except hotel in dustry ; or

(b) who makes any supply of goods which are not leviable to tax under

this Act; or

Eg: Exempted goods, zero -rated goods etc.

(c) who makes any inter -State outward supplies of goods; or

(d) who makes any supply of goods through an electronic commerce

operator who is requ ired to collect tax at source under section 52; or

(e) who is a manufacturer of such goods as may be notified on the

recommendation of the Council:

It is further stated that no such permission shall be granted to a taxable
person unless all the registered taxable persons, having the same PAN as held
by the said taxable person, also opt to pay tax under the provisions of this

sub -section

The option availed by a registered person to opt for composition scheme
shall be lapsed if his turnover during a financial year exceeds the specified

limit.

The person who is opted to composition scheme shall not collect any tax
from the recipient on supplies made by him and he shall not be entitled to any

input tax credit.

If the proper officer has the reason to believe that the taxable person who
paid tax under composition scheme even when he is not eligible to pay under
composition scheme, then he shall be liable to pay tax under regular scheme
along with interests and penalties under section 73 or 74 subject to mutatis

and mutandis

COMPOSITION RULES
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Intimation for composition levy. -

(1) Any person who has been granted registration on aprovisional basis under
clause (b) of sub -rule (1) of rule 24 and who opts to pay tax undersection 10,
shall electronically file an intima tion in FORM GST CMP -01, duly signed
orverified through electronic verification code, on the common portal, either
directly orthrough a Facilitation Centre notified by the Commissioner, prior to

the appointed day, but \ not later than thirty days after the said day, or such

further period as may be extended bythe Commissioner in this behalf:

Provided that where the intimation in FORM GST CMP -01 is filed after
theappointed day, the registered person shall not collect any tax from the

appointed day butshall i  ssue bill of supply for supplies made after the said day.

(2) Any person who applies for registration under sub -rule (1) of rule 8 may give
anoption to pay tax under section 10 in Part B of FORM GST REG -01, which

shall beconsidered as an intimation to pay tax under the said section.

(3) Any registered person who opts to pay tax under section 10 shall
electronically file anintimation in FORM GST CMP -02, duly signed or verified
through electronic verificationcode, on the common portal, either directly or
through a Facilitation Centre notified by theCommissioner, prior to the
commencement of the financial year for which the option topay tax under the
aforesaid section is exercised and shall furnish the statement in FORM

GST ITC-03 in accordance with the provi  sions of sub -rule (4) of rule 44 within

a periodof sixty days from the commencement of the relevant financial year.

(4) Any person who files an intimation under sub -rule (1) to pay tax under
section 10 shallfurnish the details of stock, including the inwa rd supply of
goods received fromunregistered persons, held by him on the day preceding the

date from which he opts to paytax under the said section, electronically, in
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FORM GST CMP -03, on the common portaleither directly or through a
Facilitation Centre n otified by the Commissioner, within aperiod of sixty days
from the date on which the option for composition levy is exercised orwithin

such further period as may be extended by the Commissioner in this behalf.

(5) Any intimation under sub  -rule (1) or sub -rule (3) in respect of any place of
business inany State or Union territory shall be deemed to be an intimation in
respect of all otherplaces of business registered on the same Permanent

Account Number.

4. Effective date for composition levy. -

(1) The option to pay tax under section 10 shall beeffective from the beginning

of the financial year, where the intimation is filed under sub -rule(3) of rule 3
and the appointed day where the intimation is filed under sub -rule (1) ofthe
said rule.

(2) The intimat ion under sub -rule (2) of rule 3, shall be considered only after
the grant ofregistration to the applicant and his option to pay tax under section

10 shall be effectivefrom the date fixed under sub -rule (2) or (3) of rule 10.

5. Conditions and restrictions for composition levy. -

(1) The person exercising the optionto pay tax under section 10 shall comply
with the following conditions, namely: -

(a) he is neither a casual taxable person nor a non -resident taxable person;
(b) the goods held in stoc k by him on the appointed day have not been

purchasedin the course of inter  -State trade or commerce or imported from a

place outside India or received from his branch situated outside the State or from his agent or

principal outside the State, where thei@pis exercised under suhle (1) of rule 3;
(c) the goods held in stock by him have not been purchased from an
unregistered supplier and where purchased, he pays the tax under sub -section

(4) of section 9;
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(d) he shall pay tax under sub  -section (3) or s ub-section (4) of section 9 on

inward supply of goods or services or both;

(e) he was not engaged in the manufacture of goods as notified under clause (e)

of sub -section (2) of section 10, during the preceding financial year,;

() he shall mention the words ocomposition taxable perso
collecttax on supplieso6o at the top of the bij
(9) he shall mention the words oOcompositio
orsignboard displayed at a prominent place at his principa | place of business

and at everyadditional place or places of business.

(2) The registered person paying tax under section 10 may not file a fresh

intimation everyyear and he may continue to pay tax under the said section

subject to the provisions of theAc  t and these rules.

6. Validity of composition levy. -
(1) The option exercised by a registered person to pay taxunder section 10
shall remain valid so long as he satisfies all the conditions mentioned inthe

said section and under these rules.

(2) The per son referred to in sub -rule (1) shall be liable to pay tax under sub -
section (1) ofsection 9 from the day he ceases to satisfy any of the conditions
mentioned in section 10or the provisions of this Chapter and shall issue tax

invoice for every taxable supp ly madethereafter and he shall also file an
intimation for withdrawal from the scheme in FORMGST CMP -04 within seven

days of the occurrence of such event.

(3) The registered person who intends to withdraw from the composition
scheme shall,before the date  of such withdrawal, file an application in FORM
GST CMP-04, dulysigned or verified through electronic verification code,

electronically on the commonportal.
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(4) Where the proper officer has reasons to believe that the registered person
was noteligible to pay tax under section 10 or has contravened the provisions
of the Act orprovisions of this Chapter, he may issue a notice to such person in

FORM GST CMP -05to show cause within fifteen days of the receipt of such

notice as to why the option to paytax under section 10 shall not be denied.

(5) Upon receipt of the reply to the show cause notice issued under sub -rule (4)
from theregistered person in FORM GST CMP  -06, the proper officer shall issue
an order inFORM GST CMP -07 within a period of thirty days of the receipt of
such reply, eitheraccepting the reply, or denying the option to pay tax under

section 10 from the date of theoption or from the date of the event concerning

such contravention, as the case may be.

(6) Every person who has furnished an intimatio n under sub -rule (2) or filed an
applicationfor withdrawal under sub -rule (3) or a person in respect of whom an
order of withdrawalof option has been passed in FORM GST CMP -07 under
sub -rule (5), may electronicallyfurnish at the common portal, either direc tly or
through a Facilitation Centre notified bythe Commissioner, a statement in

FORM GST ITC -01 containing details of the stock ofinputs and inputs
contained in semi -finished or finished goods held in stock by him on thedate

on which the option is withdra ~ wn or denied, within a period of thirty days from
thedate from which the option is withdrawn or from the date of the order
passed in FORMGST CMP -07, as the case may be.

(7) Any intimation or application for withdrawal under sub -rule (2) or (3) or
denial of theoption to pay tax under section 10 in accordance with sub -rule (5)
in respect of any placeof business in any State or Union territory, shall be
deemed to be an intimation in respectof all other places of business registered

on the same Permanent Acco unt Number.
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7. Rate of tax of the composition levy.

- The category of registered persons,

eligible forcomposition levy under section 10 and the provisions of this

Chapter, specified in column

(2) of the Table below shall pay tax under section 10 at the rat

column (3) ofthe said Table: -

e specified in

SI No. | Category of registered persons Rate of tax

1) 2) 3)

1 Manufacturers, other than manufacturers of one per cent.
such goods as may be notified by the
Government

2 Suppliers making supplies referred to in two and a half per
clause (b) of paragraph 6 of Schedule II cent.

3 Any other supplier eligible for composition half per cent
levy under section 10 and these rules

Power to grant exemption from tax (Section 11)

Section 11 explains the powers of the Central and State Governments to grant

exemptionfrom payment of taxes (in respect of taxable goods or services or

both) absolutely or subject tocertain conditions or by way of special order in

each case.

The Central or the State Governments are empowered to grant exemptions from

tax, subject to the following conditions:

a.
b.

C.

Exemption should be in public interest

By way of issue of a notification

On recommendation from the Council

Exemption may be for any goods and / or services
Exemption can be absolute or conditional

For whole or any part of the tax leviable
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An absolute exemption is required to be availed mandatorily in view of the
explanation to section 11.

In terms of sub -Section (2), the G overnment may issue a special order on a
case-to-casebasis. The circumstances of exceptional nature would also have to

be specified in the specialorder.

According to the section, notification can be with effect from the date of issue

of or any date subseq uent thereto as may be specified in the said notification.
This means that no retrospective notification can be issued. However section
provides where it is considered necessary or expedient to do for the purpose of
clarifying the scope or applicability of any notification issued, an explanation
can be inserted at any time within one year of issue of the notification and the

explanation shall have effect from the date of notification or order.

The effective date of the notification or the special order woul d be the date
which is somentioned in the notification or special order. However, if no date is
mentioned therein, itwould be:

Date of its issue for publication in the official gazette;

Date on which it is made available on the official website of the Gove rnment

Department

Supply, Place of Supply & Time of Supply

Background

Under present indirect tax laws, the taxable event attracting the levy varies

under central excise law, service tax law, and VAT laws.

Central excise is levied by Central Government production/ manufacture of

goods in I ndia, and t hemahuéactueeb Ibe oé v @ rhte
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goods. Excise duty is levied on the manufacture of excisable goods and
collected at time of removal from the factory. The idea of collection at the stage
of removal is devised for the sake of convenience. It is not as if the levy is at the
stage of removal; it is only the collection that is done at the stage of removal[1].

The O0supplyod6 coverage be much wider than r

Service tax is levied on services provided by one person for another for a
consideration. Value Added Tax /sales tax is a tax on transfer of property in
goods (sale of goods). Supply would be much wider than provision and need not

be for a consideration. Supply between same entity are liab le to GST.

Under Central Sales Tax and local VAT law the levy is on transfer of property in
goods for a consideration which is nor mal

wider coverage. Stock transfer therefore would also be liable for GST.

Under GST law, the re are no separate events triggering the levy such as
manufacture of excisable goods/provision of service / sale of goods -local
/interstate basis. The levy of Central Goods and Service tax Act (CGST) or State
Goods and Service tax Act (SGST) would get attr  acted on all supplies of goods

and/or services at specified rate.

In this background, the paper writers have briefly examined the scope of

supply under GST law as set out in Section 7 of CGST Act.

What is meaning and scope of supply?
The term supply is de fined to include:

all forms of supply of goods and/or services: such as sale, transfer, barter ,
exchange, license, rental, lease or disposal, made or agreed to be made for
consideration by a person in course of or furtherance of business

T Import of service , for a consideration, whether or not in the course or

furtherance of business, and
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T Activitiesspecified in _Schedule | , made or agreed to be made without

consideration, viz.
Permanent transfer / disposal of business assets where input tax credit has
been availed on such assets.
Supply of goods or services or both between related persons or between distinct
persons as specified in Section 25, when made in the course or furtherance of
business.
Provided that gifts not exceeding Rs 50,000 in value in a financ ial year by an
employer to an employee shall not be treated as supply of goods or services
both
Supply of goods &
a) By a principal to his agent where the agent undertakes to supply such
goods on behalf of the principal, or
b) By an agent to his principal where the agent undertakes to receive such
goodson behalf of the principal.
Import of services by a taxable person from a related person or from any of his

other establishments outside India, in the course or furtherance of business.

Activities to be trea ted as Supply of goods and services as referred to

in Schedule Il

SCHEDULE Il of GST Act, where matters as treated as supply of goods or

services.

1. Transfer

(1) Any transfer of the title in goods is a supply of goods

(2) Any transfer of right in goods or of undivided share in goods withoutthe

transfer of title  thereof, is a supply of services.

(3) Any transfer of title in goods under an agreement which stipulates that

propertyin goods will pass at a future date upon payment of full consideration

as agreed, is asupply of goods.
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2. Land and Building

(1) Any lease, tenancy, easement, licence to occupy land is a supply of
services .
(2) Any lease or letting out of the build ing including a commercial, industrial or

residential complex for business or commerce, either wholly or partly, is a

supply of services.

3. Treatment or process
Any treatment or process which is being app

supply of services. (Job work transactions subject to section143 of GST).

4. Transfer of business assets

(1) Where goods forming part of the assets of a business are transferred or
disposed of by or under the directions of the person carrying on the business
so as n o longer to form part of those assets, whether or not for a consideration,
such transfer or disposal isa  supply of goods by the person.

(2) Where, by or under the direction of a person carrying on a business, goods

held or used for the purposes of the bus iness are put to any private use or are

used, or made available to any person for use, for any purpose other than a

purpose of the business, whether or not for a consideration, the usage or

making available of such goodsisa  supply of services.

(3) Where any person ceases to be a taxable person, any goods forming part of
the assets of any business carried on by him shall be deemed to be supplied by
him in the course or furtherance of his business immediately before he ceases
to be a taxable person, unless i

(a) the business is transferred as a going concern to another person; or

(b) the business is carried on by a personal representative who is deemed to a

taxable person.

5. The following shall be treated as osuppl

(a) renting of immovable prop erty;
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(b) construction of a complex, building, civil structure or a part thereof,
including acomplex or building intended for sale to a buyer, wholly or partly,
except where theentire consideration has been received after issuance of
completion certificate , whererequired, by the competent authority or afterits
first occupation, whichever is earlier.

Explanation. - For the purposes of this clause -

(1) the expression "competent authority” means the Government or any
authorityauthorized to issue completion cert ificate under any law for the time
being in force andin case of non -requirement of such certificate from such
authority, from any of thefollowing, namely: o}

(i) an architect registered with the Council of Architecture constituted under
theArchitects Act, 1972; or

(i) a chartered engineer registered with the Institution of Engineers (India); or

(ii) a licensed surveyor of the respective local body of the city or town or village
ordevelopment or planning authority;

(2) the expression "construction" include s additions, alterations, replacements
orremodelling of any existing civil structure ;

(c) temporary transfer or permitting the use or enjoyment of any intellectual
propertyright;

(d)development, design, programming, customization, adaptation, up
gradation, enhancement, implementation of information technology software;
(e)agreeing to the obligation to refrain from an act, or to tolerate an act or a
situation,or to do an act;

(f) transfer of the right to use any goods for any purpose (whether or not for a
specifiedperiod) for cash, deferred payment or other valuable consideration;

and

1. CompositeSupply

The following supplies shall be treated as supply of services

a. works contracts defined in section 2(119)
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b. supply, by way of or as part of any service or in any other manner
whatsoever, of goods, being food or any other article for human
consumption or any drink (other than alcoholic liquor for human
consumption), where such supply or service is for cash, deferred

payment or other valuable consideration.

7. The following shall be treated as supply of goods
(supply of goods by any unincorporated association or body of persons to a

member thereof for cash, deferred payment or other valuableconsideration.

1 Notwithstanding anything contained in subsection (1)
(a) activities or transactions specified in Schedule III; or

(b) such activities or transactions undertaken by the Central
Government, a State Government or any local authority in which
they are engaged as public authorities, as may be notified by the
Government o n the recommendations of the Council,

shall be treated neither as a supply of goods nor a supply of services.
SCHEDULE 11l
Activities or Transactions which shall be treated neither as a supply of

goods nor a supply of services

1. Services by an employee t o the employer in the course of or in relation to his

employment.

2. Services by any Court or Tribunal established under any law for the time

being in force.

3. (a) The functions performed by the Members of Parliament, Members of
State Legislature, Memb ers of Panchayats, Members of Municipalities and

Members of other local authorities;

(b) The duties performed by any person who holds any post in pursuance of the

provisions of the Constitution in that capacity; or
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(c) The duties performed by any pers on as a Chairperson or a Member or a
Director in a body established by the Central Government or a State
Government or local authority and who is not deemed as an employee before

the commencement of this clause.

4. Services of funeral, burial, crematorium or mortuary including

transportation of the deceased.

5. Sale of land and, subject to clause (b) paragraph 5 of Schedule I, sale of
building.

6. Actionable claims, other than lottery, betting and gambling.

Explanation .A For the purposes of paragraph 2, the term "court" includes

DistrictCourt, High Court and Supreme Court.

Definitions:

1. Governmental Authority means a board, or an authority or any other body
established with 90% or more participation by way of equity or control
byGovernment and set up by an Act of the Parliament or a State Legislature
tocarry out any function entrusted to a municipality under a rticle 243W or
aPanchayat under article 243G of the Constitution.

2. Health care services means any service by way of diagnosis or treatment or
carefor illness, injury, deformity, abnormality or pregnancy in any recognised
system of medicines in India and includes services by way of transportation of
the patientto and from a clinical establishment, but does not include hair
transplant orcosmetic or plastic surgery, except when undertaken to restore or

to reconstructanatomy or functions of body affected due to congenital defects,
developmentalabnormalities, injury or trauma.

3. Education services means services by way of i
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i) pre-school education and education up to higher secondary school
orequivalent;

il) education as a part of a curriculum for obtaining a q ualification recognised
byany law for the time being in force; or

iii) education as a part of an approved vocational education course

1 The Central or a State Government may, upon recommendation of the
Council, specify, by notification , the transactions that are to be treated

ashi
(a) a supply of goods and not as a supply of services; or
(b) a supply of services and not as a supply of goods; or

(c) The tax liability on a composite or a mixed supply shall be determined

in the following manner A

(a) a composite supply comprising two or more supplies, one of which is a

principal supply, shall be treated as a supply of such principal supply;

(b) a mixed supply comprising two or more supplies shall be treated as supply

of that particular supply which attracts the hi ghest rate of tax.
Definitions:
Composite Supply:

Section 2(30) ocomposite supplyd means
arecipient comprising two or more supplies of goods or services, or
anycombination thereof, which are naturally bundled and suppli ed in
conjunctionwith each other in the ordinary course of business, one of which is

a principalsupply;

Example : Where goods are packed and transported with insurance, the supply
ofgoods, packing materials, transport and insurance is a composite supply and

supply ofgoods is the principal supply.
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Mixed Supply:

~

Section mkddauppy @ means two or more individu
orservices, or any combination thereof, made in conjunction with each other by

ataxable person for a single price where such supply does not constitute
acomposite supply;

lllustration : A supply of a package consisting of canned foods, sweets,
chocolates,cakes, dry fruits, aerated drink and fruit juices when supplied for a

single price is amixed supply. Each of these items can be suppliedseparately

and is not dependent on any other. It shall not be a mixed supply if these items

are supplied separately

Time of Supply & Place of supply

The concepts of time of supply of goods and services have been summarized
below by way of a chart . The detailed explanation of the concept of time of
supply of goods and services is given in the article given in Appendix to this
booklet.

Time of supply of goods

CGST-Chapter IV -Section 12

Earlierof the date on which:

@ (b) l

Date of issue of Last date on which he Date on which
invoice by the OR is required, under the supplier
supplier section 31(1), to issue receives the
the invoice with payment
respect to the supply

*Where the supplier of taxable goods receives an amount up to one thousand

rupees in excess of the amount indicated in the tax invoice, the time of
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supply to the extent of such excess shall, at the opti on of the said supplier, be

the date of issue of invoice
Example s:

1. Company A sold machinery to Company B for Rs.50,000 plus applicable
taxes on 20.04.2017. The machinery was removed by Company A for supply
to Company B the same date and the invoice for the same was issued on
29.04.2017. Therefore, the time of supply of go ods shall be date on which
the invoice isissued i.e.29.04.2017.

2. In the above example, where Company A sold machinery to Company B
forRs.50,000 plus applicable taxes on 20.04.2017. The machinery was
removed byCompany A for supply to Company B the same da te and the
invoice for the same wasissued on 29.04.2017. Say, the payment for the
same was received on 19.04.2017.Therefore, the time of supply of goods
shall be earliest of the date on which machinerywas removed by Company A
for supply to Company B or the date of issuance of invoiceor the date on
which the supplier receives the payment, i.e. the date on which thesupplier

receives the payment i n this case, 19.

which the supplier receives the paymentd ¢

i. date on which the payment is entered in his books of accounts or

ii. date on which the payment is credited to his bank account

Under RCM

Earliest of the date on which:

\ 4

\ 4 \ 4

Date immediately following 30

Receipt of goods Payment is made days from the date of invoice or

any other documents issued by the
supplier
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Where not possible to determine the time of supply under above, the time of

supply shall be da te of entry in the books of account of recipient of supply.

Supply of vouchers issued by a supplier

Supply is identifiable at the All other cases

point
Date of issue of Date of redemption
voucher of voucher

Not possible to determine the time of supply under above provisions, time
of supply shall be:

Where periodical return

has to be filed In any other cases

Date on Whtic():?) :L}ficl::dreturn is Bieta ain vl e
CGST/SGST is paid

Valueof supply includes additionin the value of supply by way of interest, late
fee or penalty for delayed payment of any consideration, whereas for this time

of supply shall be the date on which the supplier receives such addition in
value.

Example:

X a company entered into an agreement with Z Company for sup plying of goods
for Rs 3,00,000 on or before 15.05.2017. X supplied the goods and Z received
the goods, but Z did not make any payment to him before the agreed date.
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Then Z shall be liable to pay the agreed amount along with interest / late fee to
the supp lier.

Time of Supply of Services
CGST/SGST -Chapter IV -Section 13

Earliest of the date on which:

Lo & |

Date of issue of Date on which he is If invoice not
invoice by the OR required, under section received, d ate on
supplier 31(2), to issue the invoice which the supplier
with respect to the receives the
payment
supply
*Where the supplier of taxable goods receives an amount up to one thousand
rupees in excess of the amount indicated in the tax invoice, the time of

supply to the extent of such excess shall, at the option of the said supplier, be
the date of issue of invoice

Exampl e:

0X6 entered into a contract for supply of
on04.04.2017 and the service has been provided and invoice issued on the

same date. The payment for the same was received on 20.04.2017. Therefore,

the time of supply of service  insuch a case would be the date of issuance of

invoice i.e. 04.04.2017.

Exp 2: For (b)othe date on which the suppli
earliest of

i. date on which the payment is entered in his books of accounts or

ii. date on which the payment is credited to his bank account

Under RCM

Earlierof the date on which:
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Payment is made Date immediately following 60 days
from t he date of invoice issued by the
supplier

Not possible to determine the time of supply under above RCM
provision: date of entry in the books of account of the recipient of supply.

ot he date on which the payment is maded sha

I. date on wh ich the payment is entered in his books of accounts of
recipient or
ii. date on which the payment is debited to his bank account

OAssociated enterpriseso, where the supplie
India

Earlier of the date on which:

v v

Date of entry in the books of Date of payment
account of the recipient of supply

Supply of vouchers issued by a supplier

Supply is identifiable at the All other cases

point
Date of issue of Date of redemption
voucher of voucher

Not possible to determine the time of supply under above provisions
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Where periodical return

has to be filed In any other cases

Date on which such Date on which the
return is to be filed CGST/SGST is paid

Time of S upply o Change in Rate

Goods/Service Date of Date Rate applicable

Supplied invoice payment

(DOI) (DOP)

After DOl or DOP o&earlier of both

Before change in After

rate

Before After DOl

After Before DOP
After change in Before Before DOI or DOP 9 earlier of both
rate

Before After DOP

After Before DOI

Place of Supply of Goods and Place of supply of services:

Under the present tax regime, the determination of tax is dependent upon
whether the services are provided within the taxable territory or not. Service
tax is consumption based tax. Place of Provision of Services Rules, 2012 are to

be referred to determine the place where a service has been consumed.

GST is destination based tax. The place of supply of services is where the

supply is made or is treated as being made. The place of supply would
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determine first as to whether the transaction is in India or outside India. If it is

outside India it would no t be liable to GST.

It would also determine the place of levy. Most transactions are expected to be
liable at the rate in the destination. There would be some exceptions in regard

to services and a few in regard to goods.

Thus understanding the provision s relating to place of supply of goods and

services is of utmost importance.

Inter - State Supply (Section 7of IGST Act):
(1) Subject to provision 10 where the supply of goods , where the location of
supplier and place of supply are in

1 two different States

9 ortwo different Union Territories

M astate and a UT

Shall be treated as supply of goods in the course of inter -stated trade or
commerce
(2) Supply of goods in the course of import into the territory of India till

theycross the customs frontiers of India shall be deemed to be a supply of

goods in thecourse of inter  -State trade or commerce.

(3) subject to section 12which determines  supply of services  where the location
of the supplier and the place of supply ar ein

1 two different States

1 or two different Union Territories

1 astate and a UT

1 Shall be treated as supply of services in the course of inter -stated trade

or commerce

(4) Supply of services imported into the territory of India shall be deemed to be

a supply of services in thecourse of inter  -State trade or commerce.
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(5) Supply of goods/ services or both -
1 When the supplier is located in India and the place of supply is outside
India
1 To or by a SEZ developer or a SEZ unit
1 In the taxable territory not being an intra -state supply and not covered
elsewhere in this section
Shall be treated as supply of goods / services/ bothin thecourse of inter -State

trade or commerce

Intra -State Supply (Section 8 of IGST Act):
(1) Intra -State supply of goods meansany supply of goods where the location

of the supplier and the place of supply are in thesame State or same UT.

The intra -State supply of goods shall not include

(i) supply of goods to or by a SEZ developer or to or by an SEZ unit;

(i) supply of goods brought into In dia in the course of import till they cross
thecustoms frontiers of India.

(i) supplies made to a tourist

(2) Subject to provisions of section 12 (place of supply of services and location

of supplier and recipient are in India) Intra -State supply of se rvices means
any supply of services where the location of the supplier and the place of
supplyare in the same State:

The intra -State supply of services shall not include supply ofservices to or by a

SEZ developer or to or by an SEZ unit.

Note: Forthe purpose of this IGST Act, where a person has
1 An establishment in India and any other establishments outside India;
1 An establishment in a state / in UT and any other establishments

outside that state; or
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1 An establishment in a state / in UT and any other est ablishment being a
business vertical registered within the same state/UT , then such

establishments shall be treated as distinct persons

Section 100of IGST Act : (Applicable for other than supply of goods imported

into, or exported from India).

Sl. Situ ations Place of supply of goods
No

(2) Supply involves movement of goods Location of goods at the time of
0 by supplier/ recipient/ other termination of movement of goods

person terminated for delivery

Eg: Goods moved from Tamilnadu Place of supply shall be Maharashtra
to Maharashtra and delivered in

Maharashtra

(3) Asupplier acting on direction of Principal place of business of third
third person (agent or person

otherwise)
ADelivered goods to recipient

ABefore/during movement of

goods

AEither by transfer of document

of title or otherwise

AThen 8 shall be deemed - third

person has received the goods

Eg. o0BdslHi pt ot 060 s u
g P Place of supply shall be Maharashtra

transit sales. Movement of goods i i )
i.e., the location of third person

from Bangalore to Tamilnadu on
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the direction of Mr X, whose
prin cipal place of business is in

Maharashtra

Supply does not involve movement

of goods

Eg:1.goods-over counter sale of
phone in Bangalore to Ms A of

Bangalore

2. What if Ms. A carries phone
supplied in Bangalore to Delhi?

Goods assembled/ installed at site

Eg: Sugar Plant installed at
Tamilnadu, location of supplier is

in Karnataka
Supplied on board a conveyance

Eg: Mr.A travelling from Delhi to
Kerala, Mr.Atakes Chips packets

on board in Delhi

Place cannot be determined as

above

from India:

Location of goods at time of delivery to

recipient
POS is Bangalore

CGST+SGST leviable

Place of such installation/assembly

POS is Tamilnadu

Location at which such goods are taken

on board

POS is Delhi

Determined by law made by Central

Govtw.r.t. recommendation of Council

Section 1lof IGST Act: Place of supply of goods imported into, or exported
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Place of supply of goods Place of supply of goods

Imported into India location of the importer

Eg: Import of goods from US to POS is India

India
Exported from India location outside India

Eg: Goods physically moved from Pos is Germany

India to Germany

Before going to Place of supply of serviceswhen location of supplier of service
and location of recipient of serviceis in India, it is necessary to understand

location of supplier of service and location of recipient of service.
Location of supplier of services means -

A Where a supply is made from a place of business for which registration

has been obtained, the location of such place of business

A Where a supply is made from a place other than the place of business for
which registration ha s been obtained, (a fixed establishment elsewhere)

the location of such fixed establishment

A Where a supply is made from more than one establishment, whether the
place of business or fixed establishment, the location of the

establishment most directly conc  erned with the provision of the supply

A In absence of such places, the location of the usual place of residence of

the supplier
Location of recipient of service means -

A Where a supply is received at a place of business for which registration

has been obtain ed, the location of such place of business
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A Where a supply is received at a place other than the place of business for
which registration has been obtained (a fixed establishment elsewhere)

the location of such fixed establishment

A Where a supply is recei ved at more than one establishment, whether the
place of business / fixed establishment, the location of the establishment

most directly concerned with the receipt of the supply

A In absence of such places, the location of the usual place of residence of

th e recipient

Section 12 -IGST Act -Place of supply of services -when location of

supplier of service and location of recipient of serviceis in India

Supplied to registered person Location of such person

Mr.A supplied some services to Location of B

Mr.B where both are registered

Supplied to person other than Location of recipient as per records;

registered person _ _ _
otherwise, location of supplier.

Eg: Mr.B supplied some service to ) ) )
_ POS is location of Mr.S or  otherwise
Mr.S where both are not registered i
location of Mr.B

Relation to immovable property Location of such immovable property. If
(architects/decorators etc), lodging location of immoveable
accommodation (including property/boat/vessel is outside India,
boat/vessel), accommodation for then place of supply is location of

functions & ancillary services recipient

Eg:1. Mr.Xstays in hotel in Cochin POS is Cochin

during audit

2. Mr.X stayed in hotel for

84|Page




business function in UK

Restaurant, catering, personal

grooming, cosmetic & plastic

surgery

Eg:Restaurant, catering, etc in

Bangalore

Services in relation to training

&performance appraisal

Eg: Services in relation to training
&performance appraisal done in
Bangalore to Mr.A, a registered

person of Tamilnadu

Admission to events/ amusement

parks & ancillary services

Eg: Entry tickets taken to

Wonderla in Bangalore

Organization of events & ancillary
services & assigning of

sponsorship of such events

POS is UK i.e, location of recipient

Location where services actually

performed

POS is Bangalore

Location of registered person receiving

the services

If person not registered - place where
services performed

POS is Tamilnadui.e, location of

registered person

If Mr.A is not registered person then

POS is Bangalore

Location where event is held or park is

situated

POS is Bangalore

Location of registered person receiving

the services

If person not registered - place where
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Eg: Mr.Z organizes promotional
event in Gurgaon for his registered

Company in Delhi

Transportation of goods, including

mail/courier

Eg: Z a registered company located
in Delhitransports goods by Delhi
courier to a registered company of

Bangalore

Passenger transportation service

Eg: R a registered company located
in Karnataka supplying passenger
transportation services to L a

registeredcompany in Vizag

Service on board a conveyance

such as vessel, aircraft, train or

event actually held

If event held outside India, then location

of recipient
If registered POS is Delhi

If not registered - Gurgoan

Location of registered person receiving

the services

If person not registered & place where
such goods are handed over for their

transportation
If registered POS is Bangalore

IF not registered POS is Delhi

A Location of the registered person
A If person not registered & place where
the passenger embarks on the
conveyance for the continuous

journey.

POS is Vizag

Location of the first scheduled point of

departure of that conveyance for the
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motor vehicle

Eg: A travelling from Bangalore to

Delhi via Chennai

Telecommunication services

including data transfer,
broadcasting, cable and direct to

home television services:

a. Services by way of fixed

telecommunication line, leased
circuits, internet leased circuit,

cable or dish antenna;

Eg: Cable connection installed in

Bangalore

b. Mobile connection for
telecommunication and internet
services provided on post -paid

basis;

Eg: mobile connection taken on
post-paid basis in Chennai and

billing address in Bangalore

c. Mobile connection for

telecommunication  and internet
services are provided on pre -
payment through a voucher or

any other means

journey.

Pos is Bangalore

Location where the telecommunication
line, leased circuit or cable connection

or dish antenna is installed.

POS is Bangalore

Location of billing address of  the service
receiver on record of the service
provider.

POS is Bangalore

(i) through selling agent or are  -seller or

a distributor of SIMcard or re  -charge
voucher, shall be address of the selling
agentor re -seller or distributor as per

the record of th e supplier at the "time of

supply; or
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Banking or other financial services

including stock broking

Eg: Mr. A a Stock broker of

Bangalore provides financial

services to Mr.Z who is in Chennai

Location of the service receiver on the

record of the service provider.

Where the location of recipient is not on
record of supplier , the place of supply
shall be location of the supplier of

services.

POS is Chennai
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Other than registered person - location
of the service receiver available on the

records of the supplier of service.

POS is Hyderabad
Eg: Insurance services by  Kotak
Mahindra of Bangalore to

registered person in Hyderabad

Advertisement services to the Each such State

central government, state
government, a statutory body or a
local authority meant for

identifiable states.

Section 13of IGST Act: Place of supply of services where the location of the

supplier or the  location of the recipient is outside India:

Place of supply of services -default  Place of supply of services

provision

Services other than those Shall be the location of the recipient
specified below of service. Where location of recipient

is not available in normal course of
business, the place of supply is

location of supplier of service.

13 The place of supply of the following services namely:

Sl.  Relevant Situations Place of provisions of

no. Rule Service
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1

13(3)

(a)

Performance based
supply

Services supplied in
respect of goods that are
required to be made
physically available by the
recipient of service to the
supplier of service, or to a
person acting on behalf of
the supplier of service in
order to provide the
service

Proviso & when servic es

are provided from a
remote location by way of
electronic means

This clause shall not
apply in the case of a
servicesupplied in respect

of goods that are

temporarily imported into
India for repairs and are

exported after repairs
without being put to any
use in India, other than
that which isrequired for
such repairs

Eg:1. AC is brought from
Chennai to Bangalore for
repairs and made
available in Bangalore

2. repairs of computers
remotely in Japan

Location at which services

are actually performed.

POS is Bangalore

POS is Japan
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(b)

13(4)

services supplied to an
individual, represented
either as the recipient of
service or a person acting
on behalf of the recipient,
which require the physical
presence of the receiver or
the person acting on behalf
of the recipient, with the
supplier for the supply of
the service

Eg: OAOG a comp
in  Hyderabadsends his
employees for trainingin
Bangalore

Services provided directly
related to an Immovable

property including

- services of experts and
estate agents,

- supply of
accommodation

hotel

by a

hotel, inn, guest house,

club or campsite (by
whatever name called)

- grant of rights to use
immovable property

- services for carrying out
or co-ordination  of
construction work,

including architects or

interior decorators

Location at which services

are actually performed.

POS is Bangalore

where the immovable

property is located or

intended to be located
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Eg:1.Services related to IP -
Giving of legal opinion b

J J P Y POS is Mumbai
expert of Bangalore w.r.t
applicability of GST on
building project for the
recipient who islocated in
Mumbai
2. Survey of site by Indian POS is Dubai
firm before commencing

construction in Dubai

13(5) admission to, or where the event is actually

organization of: held

-a cultural, artistic,

sporting, scientific,
educational, or
entertainment event, or
a celebration,
conference, fair,
exhibition, or similar

events

Services ancillary to such

admission

Eg: Admission
forscientific exhibition to POS is Bangalore

foreign client in Bangalore

13(6) Multiple location based Location of taxable territory
supply of 13(3)/(4)/(5) where the greatest
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13(7)

13(8)

where one of the location

IS in taxable territory.

Eg: 0AO entere
agreementfor construction
of malls - one in Bangalore

and one in Hong Kong

Services of
13(3)/(4)/(5)(6) Supplied in

more than one State,

Eg: For repairs of
helicopters one  portion

done in Bangalore, one
part in  Mumbaiand one
more part in Japan

a. supplied by a banking
company, or a financial

institution, or a non -

proportion of service is

provided.

Pos is Bangalore

Taken as being in each of the
States in proportion to the
value of services so provided
in each State as ascertained

from the terms of the contract
or

agreement entered into in this

regard or,

in absence of such contract  or
agreement, on such other
reasonable basis as may be

prescribed in this behalf.

POS is taxable territory value

in terms of contract

Location of the supplier of

service
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13(9)

13(10)

banking financial
company, to account

holders
b. Intermediary services

c. Service consisting of
hiring of means of
transport, including yachts
exceptaircraft/vessels upto

a period of one month

For this clause goods
includes securities as
defined

Eg: 0AO a
institution located in
Hyder abad providing
financial assistance to Z
who is an account holder of
that institution located in

Kerala

Services of transportation
of goods, other than by way

of mail or courier

Eg: goods transported by
GTA Bangalore to Kolkatta

Passenger transportation

service

POS is Hyderabad

Place of destination of the

goods

POS is Kokatta

place where the passenger
embarks on the conveyance

for a continuous journey
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Eg: A person travelling POS is Chennai
from Chennai to Ranchivia

Patna

13(11) Services provided on a  First scheduled point of
board a conveyance in  departure of that conveyance
course of passenger for the journey

transport operation

Eg: Mr.Ztravelling from :
POS is Bangalore
Bangalore to Kolkatta
through flight. Service
provided in flight like food,

video games in Bangalore

13(12) online information and location of recipient of service
database access or retrieval

services

13(12) Explanation For the purposes of this sub -section, person receiving

such services shall be deemed to be located in the taxable territory if any
two of the following non contradictory conditions are satisfied, namely: -
(a) the location of address presented by the recip ient of service via internet is

in taxable territory;

(b) the credit card or debit card or store value card or charge card or smart
card or any other card by which the recipient of service settles payment has
been issued in the taxable territory;

(c) the billing address of recipient of service is in the taxable territory;

(d) the internet protocol address of the device used by the recipient of service

is in the taxable territory;
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(e) the bank of recipient of service in which the account used for payment
maintained is in the taxable territory;

(f) the country code of the subscriber identity module (SIM) card used by the
recipient of service is of taxable territory;

(9) the location of the fixed land line through which the service is received by

the r ecipient is in taxable territory.

13(13) In order to prevent:
1. double taxation or
2. non -taxation of the supply of a service or

3. for the uniform application of rules

The Central Government shall have the power to notify any description of
service or circumsta nces in which the place of supply shall be the place of

effective use and enjoyment of a service.

JOB WORKAND STOCK TRANSFER

1. Job -Work

The manufacturing industries now a days the stick to their core competencies

and get most jobs done on outsourced basis. The sending of raw
materials/semi -finished materials for some manufacturing process or for
completion as per the directions of principa | manufacturer is known as job
work. The industries who undertake the work of job work should be aware of

the provisions under GST, so that can be compliant and not face demands of

levy or excess availment of credit.

Even the principal manufacturer shou Ild be aware of the provisions applicable

for job work not only for the purpose of enabling them to plan their processes

effectively but also to cut manufacturing costs. The job work concept available
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without payment of central excise duty under Notificatio n 214/86 has been

continued under GST.

Meaning of Job work under GST

Section2(68) -0j ob wor k6 means
1 any treatment or process undertaken

1 by a person

1 ongoods

1 belonging to another registered taxable person.

1 Any person who does such job work would be consi dered as

Wor ker 6.

In CCR it only covers processing on goods supplied to job worker.This
definition is different from existing definition in CCR as it now specifies job
work on goods of registered taxable person. Unregistered persons sending

goods for job work would not to be considered as job work under GST.

Place of business:
2(85) oplace of businessod includes:
(a) a place from where the business is ordinarily carried on, and includes
A awarehouse,
A agodown or
A any other place where a taxable person stores his goods, provides
or receives goods and/or services or both; or
(b) a place where a taxable person maintains his books of account; or
(c) a place where a taxable person is engaged in business through an agent,

by whatever name called

Job Work and GST
x Under GST, levy gets attracted on supply of goods.
x Therefore, normally thetaxable person [who is called as principal] for job

work would have to pay applicable GST at time of supply of materials
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dispatched for job  work. The job worker would avail credit of tax paid by
principal. Later the job worker would clear job worked goods on payment
of GST. Principal would avail credit of GST charged by job worker and
discharge GST on supply of final processed goods.

x Under s ection 143the Principal could send materials without paying of
taxes and discharge GST on the final goods which are resulting out of
processing of job worked goods received back from job worker, subject to
following prescribed procedure in this regard.

x  The job worker can receive the goods directly from the raw material/
component supplier.

x The principal would engage in further processing resulting into final
product. The final product would be supplied on payment of applicable
GST by the principal.

x Job worked goods could be sent directly from job worker premises to
customer of principal.

x  The responsibility for accounting of materials and payment of tax on job
worked goods lies on principal. Job worker would pay GST on processing
charges.

x The proced ure for job work has been prescribed in Section 143and given

below.

Section 143is as under:
(1) A registered taxable person (hereinafte
under intimation and subject to such conditions as may be prescribed, send

any inputs and/or capital goods, without payment of tax, to a job worker for

job-work and from there subsequently send to another job worker and like wise
and shall &
(a) bring back inputs, after completion of job -work or otherwise, and/or

capital goods, other than moulds and dies, jigs and fixtures, or tools,
within 1 year and 3 years, respectively, of their being sent out, to any

of his place of business, without paym ent of tax;
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(b) supply such inputs, after completion of job -work or otherwise, and/or
capital goods, other than moulds and dies, jigs and fixtures, or tools,
within 1 year and 3years, respectively, of their being sent out from the
place of business of a job-worker on payment of tax within India, or

with or without payment of tax for export, as the case may be:

The oprincipal 6 shalll not supply the goods

worker in terms of c¢clause (b) unl egpllce of
business of the job -worker as his additional place of business except in a case -
(i) where the job worker is registered under section 25; or
(i) where the Oprincipal 6 is engaged in

notified by the Commissioner in th is behalf.

(2) The responsibility for accountability of the inputs and/or capital goods shall

|l ie with the oprincipalo.

(3) Where the inputs sent forjob -wor k are not received

after completion of job -work or otherwise in accorda nce with clause(a) of sub -

section (1) or are not supplied from the place of business of the job worker in
accordance with clause (b) of sub  -section (1) within a period of 1 year of their
being sent out, it shall be deemed that such inputs had been supplied by the

principal to the job -worker on the day when the said inputs were sent out.

(4) Where the capital goods, other than moulds and dies, jigs and fixtures, or
tools, sent forjob -wor k are not received back by
with clause( a) of sub -section (1) or are not supplied from the place of business

of the job worker in accordance with clause (b) of sub -section (1) within a
period of 3years of their being sent out, it shall be deemed that such capital
goods had been supplied by the p rincipal to the job -worker on the day when

the said capital goods were sent out.
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(5) Any waste and scrap generated during the job work may be supplied by the
job worker directly from his place of business on payment of tax if such job

worker is registere d, or by the principal, if the job worker is not registered.

Job work &Credit:

A The supplier of materials[principal] can avail credit of input tax on inputs
and capital goods sentto ajob  -worker for job -work.

A Such credit availment shall be subject to such conditions and
restrictions prescribed

A Credit can be availed on inputs/capital goods even if directly sent to a
job worker for jobwork.

A In such a case, the period of 1 year / 3 years shall be counted from the
date of receipt of the inputs/Capital goods by the job worker.

A If the inputs/capital goods are not received back within 1 year/ 3 years
respectively of being sent to job worker premises, then it is deemed as

supply on the day when the said  inputs/Capital goods were sent out

Eg: 0OA6 a manufacturer | ocated in Del hi
registered under section 25 of GST Actand located in Kolkattafor job work. If A

receives back inputs which are being sent out for job work within 1 year from

the date on which they are being sent, then it shall not be treated as supply. If

not received back within 1 year then it would be treated as inter -state supply.

Existing provisions on job work:

1. Job work amounting to manufacture of exci sable goods:
Manufacturing of excisable goods can be done by a job worker for
another on the materials sent to him for job work.

2. Alternatively, the job worker can be completing part of processing related
to the manufacturing activity related to manufactu re of excisable goods.
These could then be further processed and converted to final goods by

principal manufacturer.

100 |Page

S

¢

2Nt




3. The notification no.214/86 -CE is exempting the excisable goods
produced as a job work in a factory from payment of the whole of the
duty o f excise.

4. The benefit of this exemption is available to the job worker only when the
principal undertakes responsibility to discharge excise duty on final
products.

5. When job work amounts to manufacture of excisable goods, it is covered
in negative list and excluded from ST levy in hands of Job worker.

6. When job work does not amount to manufacture: When processing done
by job worker does not amount to manufacture, then service tax is
applicable on processing charges.

7. There is ST exemption in 25/12  -ST wh en the principaldischarges excise
duty on final manufactured products/exports such final products
resulting from further processing of job worked materials.

8. Cenvat credit can be availed by job worker on the inputs/consumables
used for job work.

9. The notif ication no. 83/94 -CE grants an exemption to specified goods
manufactured on a job work basis in a factory, subject to certain
conditions - it must be used in the factory of the supplier in or in relation
to the manufacture of specified goods(eligible for SS | exemption) which
are exempted from the whole of duty of excise and the supplier of goods

undertakes to discharge the duty liability if the goods are not so utilized.

Landmark Decisions under present provisions:
A Usage of own materials by job worker: TheHonourable Supreme Court
in Prestige Engineering (India) Ltd Vs CCE Meerut (1994 (73) ELT 497
(SC)) wherein the court held that where the sub -contractor or job worker
contributed his own raw material for manufacturing, the transaction was
not one of job work at all. However, minor additions by the job worker

would not detract the transaction from being one of job work.
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2.

A Eligibility to Cenvat credit: In Sterlite Industries (I) Ltd v/s C.C.EXx,
Pune [2005 (183) ELT 353 (LB)] d6iled goddst hat
from manufacturer under Rule 57E of erstwhile Central Excise Rules,
1944 entitled to take credit of duty in respect of other inputs received

directly and used by him in manufacture of said goods on job work basis.

Stock Transfer of Goods

Stock transfer under GST regime

. Under GST | aw, stock transfers from one
or consignment agent might be treated as inter -State sale and tax levied
thereon.

Stock transfers to branches/consignment agents within the State
Under GST, these transfers could also be levied to tax, unless the GSTN

number of transferor and transferee is same.

Stock Transfer under existing provision

A

Branch(s) means every office outside the State, where the dealer has its head
office (i.e. Principal p lace of Business). Branch may be an office, merely for
booking the orders in complete control of the head office or it may be an
independent office, monitored by the head office. Even separate registration
of branch in other State will not constitute their separate entity.
Basic elements required for treating a transaction a complete sale in case of
Branch Transfer

o There must be two parties, who are competent to contract

0 There must be mutual assent

o0 There must be transfer of property

0 Valuable consideration must exist.
Manufacturing unit of the assesse in Maharashtratransfers goods to Punjab
branch. Company was having one main buyer in Punjab who used to give
orders to Punjab office, based upon his requirements. As the goods were

transferred on regular basis/generally an d not onthe order of the main
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buyer, this is a case of Branch Transfer. [Based on the decisions of
Honorable Andhra Pradesh high Court in the cases of Gromor Chemicals (P)
Ltd. Vs. State of A.P. (1990) 79 STC 42 (AP); State of A.P. vs. Coromandel
Paint & C hemical Ltd. (1995) 98 STC 82 (AP)]

A The dealer transferred stock in bulk from one state to another state, but not
in pursuance to a contract of sale. It was held as Branch Transfer. [Based on
the decision of Honorable Allahabad High Court in the case of C ST vs.
ModiPon Ltd. (1995) 96 STC 394 (ALL) ]

A The term sale price u/s2(h) of CST Act refers to the amount payable to a
dealer as CONSIDERATION for the sale of any goods, it may be market price,

cost price or any other deemed consideration.

A There is no c onsideration payable in case of branch transferred and any

such consideration to be taxed is yet to be settled by courts

A Meaning thereby even an agreement to sell may also now result in

classification of such stadlk tsrad edfHamgdc @D

transfer dwhi ch resulted in movement of

(even before the date of sales) held in Hyderabad Engineers (SC)

Repair, warranty, returns, Free supply, Donation, and Captive

Consumption
1. Repair: Processing of goods belonging t o others is treated as service,

under GST.

2. Returns: Goods returned against refund paidto a registered taxable
person would be liable to GST. The recipient can avail credit of GST

charged on such returns.

3. Free Supply: Supply does not specifically include supply of goods

between independent persons on free of cost basis.Free Supply of goods
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between related persons/between establishments of a person having
more than 1 registration in one or more states, made in course of

businessis treated as supply without consideration.

4. Warranty replacement on free of cost basis: Same as above.

5. Donation: Goodsdonated may not be liable to GST.

Captive consumption: Captive consumption within same establishment with
same registration numb  er within state not liable.Other cases liable as given in

point 3.

Input Tax creditunder GST Regime

The Cenvat credit scheme under present law was intended to be a beneficial
scheme to allow the supplier of taxable goods and/or services to avail Cenvat
credit, including on input services related to business. However, Cenvat credit

rules have placed several artificial restrictions on availment of input service

credit on construction [other than to persons engaged in taxable services of
construction/works  contract], motor vehicles related credit and employee credit

on expenses primarily incurred in relation to business.

The restrictions lead to break in the credit chain and consequent cascading
effect, leading to increase in costs of goods and services. There has been
expectation under GST that credit connected to business would be allowed

without any restrictions.

The GST law sets out that every registered taxable person who carries on any
business at any place in India/State shall be entitled to take credit of input tax
admissible to him which shall be credited to the electronic credit ledger of such

person. The amount of credit of IGST available in the electronic credit ledger

shall first be utilized towards payment of IGST, CGST and SGST, in that or der.
The amount of credit of CGST shall first be utilized towards payment of CGST
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and the amount remaining, if any, towards the payment of IGST. The input tax

credit on account of CGST shall not be utilized towards payment of SGST.

In this backdrop, the  paper writers have examined the provisions relating to
input services credit under the GST regime and also compared with the

existing eligibility to input service under Cenvat Credit Rules.

IMPORT OF GOODS AND SERVICES:

Present law:

Import of services : Under present service tax law, in respect of any taxable
services provided or agreed to be provided by any person located in a non -
taxable territory and received by any person who is located in taxable territory,

the service receiver is liable to make paym  ent of service tax.

Service tax is payable by recipient of service in respect of services received in

taxable territory of India. We determine location of place of provision of service,

whether within or outside India, by referring to the Place of Provisio n of service
Rules.

Applying the principles laid down in the said rules, if the place of provision of

service happens to be outside the taxable territory. Then there is no taxability

in hands of service receiver on the payments/remittances done to outsid e

India, under reverse charge mechanism.

Import of services under GST

Supply of services in the course of import into the territory of India shall be
deemed to be a supply of services in the course of inter -State trade or
commerce.
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Section 2(11) of IGST act: 60i mport o fo sneeravniscet he supply of
where

(a) the supplier of service is located outside India,

(b) the recipient of service is located in India, and

(c) the place of supply of service is in India;

Analysis:

1 The fundamental principle is that tax is payable on the supply of
services which is supplied to recipient in India.

1 The establishment of a person in India and any of his other
establishment outside India shall be treated as establishments of
distinct persons. The effect is that t hough two persons may not be
different, yet by this fiction they are recognized as separate person and
any transaction between them, if it satisfies elements of taxability would
be liable to service tax.

1 Example, transaction of supply of service between br anch located in non
taxable territory, say Singapore and Indian HO is treated as transaction
between 2 persons.

1 Under GST, tax under reverse charge on services provided from outside
and received in India cannot be paid out of input tax credit.

1 Tax to be pa id by e -payment on services supplied from outside India and
received in India.

1 After making payment of GST, the credit can be availed to extent

attributed to taxable supply of goods or services.

Import of goods -present law

Under present customs law, import of goods means bringing into India from
place outside India. Import starts when goods cross the customs barrier in a
foreign country and ends when they cross customs barrier in the importing
country, India.When goods are i  mported into India, the goods are said to have

crossed the customs barrier after the duty is paid and the goods are brought
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out of the limits of the customs station.

Import of goods vs Sale in course of import

There is also a concept of sale or purchase in course of import under present
VAT and sales tax laws. The concept of sale or purchase in course of import is:

1) The course of import of goods starts at a point when the goods cross the
customs barrier of the foreign country and ends at a point in t he importing
country after the goods cross the customs barrier;

2) The sale which occasions/causes the import is a sale in the course of
import;

3) A purchase by an importer of goods when they are on high seas by
payment against shipping documents is also a purchase in course of import;
and

4) A sale by an importer of goods, after the property in the goods passed to

him either after the receipt of the documents of title against payment or
otherwise, to a third party by a similar process before good S cross customs

frontier of India is also a sale in course of import.

Import of goods under GST

Section 2(10) of IGST Act: Import of goods with its grammatical variations and
cognate expressions, means bringing into India from a place outside India;

Under GST law, supply of goods and/or services in the course of import into
India shall be deemed to be a supply of goods and/or services or both in the

course of inter -State trade or commerce.

EXPORTS UNDER GST
Introduction:

Export of Service under present law:
Under Present Service tax regime, post 01.07.2012 if the taxable service fulfils
the conditions as prescribed in Rule 6A of Service Tax Rules, 1994, it was

treated as OExport of Serviced and no servifi
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The said rule provides that any service provided or agreed to be provided would
be treated as export of service when -
a. The provider of service is located in taxable territory of India [other
than J&K].
b. The recipient of service is located outside India.
c. The service is not specified in negative list of the Act.
d. The place of provision of service is outside India.
e. The payment for such service has been received by provider of service
in convertible foreign exchange and
f. The provider and the recipient of service are two distinct

establishments and not merely establishments of the same person.

Export of Service under GST:
As per Section 2(6) of the IGST law, the supply of any service shall be
treated as oOexport of serviced when
a) the supplier of service is located in India,
b) the recipient of service is located outside India,
c) the place of supply of service is outside India,
d) the payment for such service has been received by the supplier of
service in convertible foreign exchange, and
e) the supplier of service and recipient of service are not merely
establishments of a distinct person
Explanation:  For the purposes of clause (e), an establishment of a person in
India and any of his other establishment outside India, an establishment in a
State/UT and any other establishment outside that State or, an establishment
in a State/UT and any other establishment being a business verticals
registered within that State/UTshall be treated as establishments of distinct

persons.

Analysis: -
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U If any one of the conditions for export of service, is not fulfilled, then the
transaction shall not be treated as export of service, and such transaction
would be subject to IGST.

U The approach of Export of Service under GST law is similar to concept of
Export of Service as prescribed under Rule 6A of Service Tax Rules, 1994.

U The Supplier of Service shall avail the input credit related to Export of

Service or go for refund in respect of tax paid on export of services.

Concept of location of supplier and recipient of service:

Section 2(15) of | Gl pAdterodolodc asteirovri caefd6 me an
(i) where a supply is made from a place of business for which registration has

been obtained, the location of such place of business ;

(i) where a supply is made from a place other than the place of business for

which registrat ion has been obtained, that is to say, a fixed establishment

elsewhere, the location of such fixed establishment;

(i) where a supply is made from more than one establishment, whether the

place of business or fixed establishment, the location of the estab lishment most

directly concerned with the provision of the supply; and

(iv) in absence of such places, the location of the usual place of residence of the

supplier

Example:

Sl. Place of Location

No. Scenario of

ServiceProvider

1 Supply of Consulting Services from Bangalore Bangalore
location of CA firm

2 Supply of Consulting Services made from Hyderabad
Hyderabad location of CA firm

3 Where consulting services assignment obtained Gurgaon [the
by Gurgaon location of multi  -location CA firm, location most
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but part of consulting services provided from directly concerned
Vizag [where a supply is made from more than with the provision

one establishment] of the supply]

Section 2(14) loatfon df réciient & setviceod 0 means:

(i) where a supply is received at a place of business for which registration has
been obtained, the location of such place of business;

(i) where a supply is received at a place other than the place of business for
which registration has been obtai ned, that is to say, a fixed establishment
elsewhere, the location of such fixed establishment;

(i) where a supply is received at more than one establishment, whether the
place of business or fixed establishment, the location of the establishment most
directly concerned with the receipt of the supply; and

(iv) in absence of such places, the location of the usual place of residence of the

recipient;

Export of Goods under Present Law:
Presently, Export of Goods means taking goods from India to place outside
India both under Central Excise and Customs.

Export of goods under GST

Section 2(5) OofEXpPGBET badwgoodsd with it
and cognate expressions, means taking out of India to a place outsi de India;
Comments:

U The Concept of Export of Goods under GST is similar to concept of
Export of Goods under Present law also.

U Export will not be liable to tax under GST law.

U There is no requirement for receipt of foreign exchange currency in case
of expor t of goods.

U Input Credit related to Export of Goods can be availed and also can go
for refund or rebate to the extent credit utilized, also on deemed

exports.
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Goods:
U Section 2(52)of GST law 0Goods 0660 means every Kli
property other than money and securities but includes actionable

claim, growing crops, grass and things attached to or forming part of

the land which are agreed to be severed before supply or under the

contract of supply;

Analysis:
U Deemed Exports: - As per Section 2(37) the conceptof O0deemed expor
has been defined to mean the  supply in which goods does not leave
India and consideration for such supply is received either in Indian
Rupees or in any Convertible Foreign Exchange.
x There is no clarification in GST | law regarding what can be

considered as deemed export in case of Supply of Services.

General Points:

U HSN Codes at 8 -digit level and accounting Codes for services would be
mandatory in case of exports and imports.

U As per Section 2(23) of IGST Act definition of Zero Rated Supply.

a 1t has been clarified that the Export
Supplydé and credit related to same can
refund.

As per Section 7 of the IGST law, Supply of goo ds and/or services,
when the supplier is located in India and the place of supply is outside
India, shall be deemed to be a supply of goods and/or services in the

course of inter -State trade or commerce.

Section 16 of the IGST Act contains the provisions relating to zero -rated
supplies:
Co0Zero rated supplyd means any of t he fol

and/or services, namely 0o
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(a) export of goods and/or services or both; or
(b) supply of goods and/or services or both to a SEZ developer or an SEZ

unit.

([@h

Credit of input tax may be availed for making zero -rated supplies,

notwithstanding that such supply may be an exempt supply.

([@h

A registered taxable person exporting goods or se rvices shall be eligible to
claim refund under one of the following two options, namely o}

(a) a registered taxable person may supply goods or services or both under
bond or letter of undertaking, subject to such conditions, safeguards and
procedure as may be prescribed in this regard, without payment of IGST
and claim refund of unutilized input tax credit in accordance with
provisions of section 54 of the CGST Act, 2016 read with rules made
thereunder,

(b) a registered taxable person may supply goods or s ervices or both,
subject to such conditions, safeguards and procedure as may be prescribed

in this regard, on payment of IGST and claim refund of IGST paid on goods

and services exported in accordance with provisions of section 54 of the
CGST Act, 2016 rea d with rules made thereunder.

(@5

The SEZ developer or SEZ unit receiving zero rated supply specified in
clause (a) of sub -section (1) shall be eligible, subject to the conditions,
safeguards and procedure as may be prescribed in this regard, to claim

refund of IGST paid by the registered taxable person on such supply.

Notification for SEZ under GST

According to Notification 15/2017 -Integrated Tax (Rate) - the Central
Government, on being satisfied that it is necessary in the public interest so to

do, hereby exempts all goods or services or both imported by a unit or a
developer in the Special Economic Zone, from the whole of the integrated tax
leviable thereon under sub -section (7) of section 3 of the Customs Tariff Act,
1975 (51 of 1975) for authorised oper  ations.
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VALUATION UNDER GST ACT

VALUATION FOR LEVY OF GST

Any tax legislation has three important facets:

1 Taxable event
1 Measure of Tax

i Rate of Tax.

Before introduction of GST, taxable events were different for different taxes. To

illustrate

Levy of central excise duty was on manufacture of goods
Levy of service tax was on service rendered
Levy of customs duty was on import

Levy of VAT/sales tax was on sale

= =2 4 A4 -2

Levy of entry tax was on entry to a state or a union territory

Tax could be levied on advalore m basis or on the basis of quantity, volume

etc also. Therefore measure of tax was not only value.

For levy of GST, taxable event is supply of goods and/or services. According
to section 9 all supplies whether for consideration or not, are taxable. Measure
of tax is value since section 9 which is the charging section for levy of CGST
states that GST shall be levied on the value determined  under section 15.
Incidentally as far as determination of value is concerned, provisions under
CGST Act are applicable f or SGST, IGST, UTGST and State compensation cess

also. Rate of tax would be as notified by the Government.

According to section 15 of CGST Act, value of supply of goods and/or
services or both shall be the transaction value. Transaction value is the price

actually paid or payable for the supply 00f goods or services or both.

Transaction value has four limbs:
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1) There should be supply of goods and /or services
2) The price actually paid or payable
3) Where the supplier and the recipient are not related

4) Price is the sole consideration.

Concept of transaction value has been taken from Central Excise Act and
Customs Act but the two limbs of the value, viz. time and place of removal have
been left out. GST law has separate sections for determination of time and

place of supply.

Comments: When it can be said that there is no supply of goods or
services.

Schedule Ill to the CGST Act gives list of activities or transactions which
shall be treated neither as a supply of goods nor a supply of services. For e.g. If
unsecured debts are sold, the transaction will not be liable to tax since
actionable claims other than lottery, betting and gambling are specifically said

to be neither goods nor services.

Can GST be levied if goods are sold at a price below the cost of

manufacture ?

The supreme court of India in the case of Fiat India Private Limited held
that where products are sold at considerable losses for an unduly long period
of time for the purpose of market penetration, the transaction value cannot be
accepted for the purpos e of levy of excise duty. This was on the ground that in
such a situation it cannot be said that price is the sole consideration.
Government amended Rule 6 of Valuation Rules to provide that where price is
not the sole consideration for sale of such excisa ble goods and they are sold by
the assessee at a price less than manufacturing cost and profit, and no
additional consideration is flowing directly or indirectly from the buyer to such

assessee, the value of such goods shall be deemed to be the transaction value.
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However, under GST regime, there is no such provision in the valuation
rules. Therefore, it is possible that issue of transaction value would arise where

goods are sold below the cost for the purpose of market penetration.

Section 15(2) lists out specific inclusions in transaction value.

(a) any taxes, duties, cesses, fees and charges levied under any statute, other
than the {SGST Act/the CGST Act} and the Goods and Services Tax
(Compensation to the States for Loss of Revenue) Act, 2016, if charged

separately by the supplier to the recipient;

Comments :

IGST has been excluded in (a) above. This means that to arrive at taxable
value, IGST cannot be excluded. Therefore, IGST may have to be added to the
value of supply, if the same is collected separately by suppler from recipient. It

is also hoped that this  could be error and may be corrected before GST is

implemented.

Comments :
Even if the importer shows Basic customs duty or IGST separately, it has to be

added to taxable value, since it is includible as per section 15(2)(a).

(b) Amount which supplier is lia  ble to pay in relation to supply but has been
incurred by the recipient and has not been included in the price actually

paid or payable.

Comments:
Under Central Excise, value of moulds / dies/machinery/ designs/drawing
having commercial value, provided free of cost had to be amortized and
included in the value of each component for discharge of duty.

Presently, for levy of service tax, the value of goods and material supplied

free of cost by a service recipient to the provider of taxable service, being
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neither monetary or non -monetary consideration paid by or flowing from the
service recipient, accruin g to the benefit of service provide r, would be outside

the taxable value or gross amount charged according to the decision of the

larger bench in Bhayana Builders Pvt. Ltd. 2013 -TIOL -1331 -CESTAT -DEL -
LB.
However, provisions of section 15(2) (b) can lead to an interpretation that value

of free supplies are includible in the transaction value as clause (b) of the
section states that any amount incurred by recipient of the supply that was
supposed to be paid by supplier and which is not included in the price i s to be
added in the transaction value. It can be argued that in the normal case to

supply the goods or services for which the free supplies were made by the

recipient would have been bought out by the supplier.

(c) incidental expenses, such as, commission an d packing, charged by the
supplier to the recipient of a supply, including any amount charged for
anything done by the supplier in respect of the supply of goods and/or
services at the time of, or before delivery of the goods or, as the case may

be, supply of the services

Comments:

Question that arises is whether any reimbursable expenditure incurred on
behalf of the supplier is includable.

The safe view to take is that such expenses are includible. Department can
argue that the amount collected as reimbursement was incurred in respect of

the supply of goods and/or service.

As regards Service tax, inclusion of value of reimbursement was held to be
ultra -virus of the section 67 which postulates payment of service tax on the
gross consideration in  Intercontinental Consultants 2013 (29) STR (9) Del

But the legal loophole thatw  as available is not available now.
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(d) interest or late fee or penalty for delayed payment of any consideration for

any supply

Till now under Central Excise, interest or late fee or penalty collected by the
manufacturer for delayed payment was not leviable t 0 central excise duty on
the ground that the nature of the payment was of interest for the delayed
payment. However in GST Act, these elements have been specifically included
and therefore any amount collected from recipients of goods and/or services as

in terest/late fee or penalty will have to be subjected to GST.

(e) Subsidies directly linked to the price excluding subsidies provided by the
Central and State government. The amount of subsidy shall be included in

the value of the supply of the supplier who re  ceives the subsidy.

Comments:

An example that can be cited is the subsidy provided by the managements to

the canteen service provider to facilitate supply of food at very cheap prices to

the workers. The service provider who provides service to the worker S has to

charge GST on the subsidy paid by the management.

Treatment of discounts is dealt with in sub section 15(3).
Any discount that is given:
1) Before or at the time of the supply provided such discount has been duly
recorded in the invoice issued in respect of such supply; and
2) after the supply has been effected, provided that:
a) such discount is established in terms of an agreement entered into a t or
before the time of such supply and specifically linked to relevant

invoices; and
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b) Input tax credit has been reversed by the recipient of the supply as is
attributable to the discount on the basis of document issued by the

supplier.

Provided that such  post-supply discount which is established as per the
agreement and is known at or before the time of supply and specifically linked

to relevant invoices shall not be included in the transaction value.

Comments:

For the purpose of claiming deduction towar ds discounts provided post sale,
for payment of GST, agreement plays an important role. Any discounts allowed

which are not as per the terms would be ineligible for deduction benefit. This

would make a significant difference in case the customers are final consumers
as they would not be availing the input tax credit. Moreover it is also necessary

that such discount has to be linked each supply of goods and/or services in

each invoice.

When the value of supplies cannot be determined because

1 the supplier a nd the recipient are related
9 Price is not the sole consideration

1 Supply is without consideration but attracts GST

It has to be determined applying the provisions of Valuation Rules.
For the purposes of the Act, section 15 provides that persons shall be deemed

to be related persons in following cases.
i. Such persons are officers or directors o

ii.  Such persons are legally recognised partners in business;

iii. Such persons are employer and employee;
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iv.  Any person directly or indirectly owns, controls or holds twenty -five
percent or more of the outstanding voting stock or shares of both of
them;
v.  One of them directly or indirectly controls the other;
vi.  Both of them are directly or indirectly controlled by a third person;
vii.  Together they directly or indirectly control a third person;
Viii. They are members of the same family;
ix.  Sole agent or sole distributor or sole concessionaire, however described,
of a person and the person with whom he is associated in such a

position.

OFamilyo accor di ng) means tleespouse amd cHlldreh ®f the
person and the parents, grand -parents, brothers and sisters of the person if

they are wholly or mainly dependent on the said person.

Comments:
The most important change from the central excise law earlier in this reg ard is
omi ssion of the words Omutuality of i ntere

number of cases and the department invariably could not prove mutuality of

interest and consequently the cases made out on the basis that the buyer and

the seller were rel ated failed. Now in any of the above nine situations, the

transaction has to be taken as between the related persons and the value has

to be determined in accordance with the relevant rule in valuation rules. The

removal of the ter m Ohasreducad thetanpas ofisputsmandcke r e st 6
at the same time has increased the number of transactions which can be said

to be between related persons.
Government has power to notify alternative methods of valuation:

Section 15(5) empowers the government to notify determination of the value by

a different method in respect of notified supplies on the recommendation of
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GST Council. Such determination would be notwithstanding the provisions

relating to transaction value and the valuation rules in the section.

Comments:
By incorporating this provision government has kept the option of levying GST
on the basis of MRP and Tariff Values (term used in the erstwhile Customs Act

and Central Excise Act).

VALUATION RULES

1. Value of supply of goods or services where the consideration is not

wholly in money

Where consideration for supply of goods or services is not wholly in money, the

value of the supply shall,

(@) be the open market value of such supply;

(b)  if open market value is  not available, be the sum total of consideration in
money and monetary equivalent to non -monetary consideration if known;

(c) if the value of supply is not determinable under clause (a) or clause (b),
be the value of supply of goods or services or both of lik e kind and
quality;

(d) If value is not determinable under clause (a) or clause (b) or clause (c), be
the sum total of consideration in money and such further amount in
money that is equivalent to consideration not in money as determined by

application of rule 4 or rule 5 in that order.

lllustration:

Q) Where a new phone is supplied for Rs.20000 along with the exchange of
an old phone and if the price of the new phone without exchange is Rs.24000,

the open market value of the new phone is Rs 24000.
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(2) Where a laptop is supplied for Rs.40000 along with a barter of printer that
is manufactured by the recipient and the value of the printer known at the time
of supply is Rs.4000 but the open market value of the laptop is not known, the

value of the supply of laptop  is Rs.44000.

2. Value of supply of goods or services or both between distinct or related

persons, other than through an agent.

The value of the supply of goods or services or both between different registered
units of the same person within a state or in different states or union
territories or where the supplier and recipient are related, other than where the

supply is made through an agent, shall, -

(&) be the open market value of such supply;

(b) if open market value is not available, be the value of supply of goods or

services of like kind and quality;
(c) if value is not determinable under clause (a) or (b), be the value as

determined by application of rule 4 or rule 5, in that order:

Provided that where goods are intended for further supply as such by the
recipi ent, the value shall, at theoption of the supplier, be an amount equivalent
to ninety percent of the price charged for the supply ofgoods of like kind and

quality by the recipientto h  is customer not being a related person

Provided where the recipient is eligible for full input tax credit, the value
declared in the invoice shall be deemed to be the open market value of goods or

services.

@oopen market valued of a supply of

full value in money, excluding the integrated tax , central tax, State tax,
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Union territory tax and the cess payable by a person in a transaction,
where the supplier and the recipient of the supply are not related and price
is the sole consideration, to obtain such supply at the same time when the

supply being valued is made.

(b) osupply of goods or services or both
other supply of goods or services or both made under similar circumstances

that, in respect of the characteristics, quality, quantity, functional
components, ma terials, and reputation of the goods or services or both first
mentioned, is the same as, or closely or substantially resembles, that

supply of goods or services or both.

Comments:

The proviso is helpful to persons who have to discharge tax liability betw een
their own registered units. They can adopt invoice value which is appropriate
according to their business requirements. They will also not have the problem

of determining the open market value or value of supply of goods or services of

like kind and qu ality or follow provisions of rules 4 and 5 of valuation rules.

The disputes that would have arisen have been eliminated because of this

proviso.

3. Value of supply of goods made or received through an agent.
The value of supply of goods between the prin cipal and his agent shall -

(@) be the open market value of the goods being supplied, or at the option
of the supplier, be ninety percent of the price charged for the supply of
goods of like kind and quality by the recipient to his customer not being
a related person, where the goods are intended for further supply by

the said recipient;
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(b) where the value of a supply is not determinable under clause (a), the

same shall be determinedby application of rule 4 or rule 5 in that order.

[llustration:

Where a principal supplies groundnut to his agent and the agent is supplying
groundnuts of like kind and quality in subsequent supplies at a price of Rs.5000

per quintal on the day of supply. Another independent supplier is supplying
groundnuts of like kind and quality to the said agent at the price of Rs.4550 per
quintal. The value of the supply made by the principal shall be Rs.4550 per
quintal or where he exercises the option the value shall be 90% of the Rs.5000

i.e. is Rs.4500 per quintal.
Comments:

Best option would b e to adopt open market value to avoid dispute with the

department.
4. Value of supply of goods or services or both based on cost.

Where the value of a supply of goods or services or both is not determinable by
any of the preceding rules, the value shall be one hundred and ten percent of
the cost of production or manufacture or cost of acquisition of such goods or

cost of provision of such services.
Comments:

In Central Excise law, provision was there requiring that cost of production has
to be arrived at by following CAS 4. It would be safe to follow the same
procedure in respect of manufactured goods or provision of services. In the

case of sale, cost of acquisition should not be difficult to arrive.

5. Residual method for determination of value of supply of goods or

services or both
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Where the value of supply of goods or services or both cannot be determined
under rules 1 to 4, the same shall be determined using reasonable means
consistent with the principles and general provisions of section 15 and these

rule s.

Provided that in case of supply of services, the supplier may opt for this rule,

disregarding rule 4
6. Determination of value in respect of certain supplies

Rule 6 contains provisions for determination of value in respect of some
specific supplies at the option of the supplier be determined in the manner

provided hereinafter

1. Currency exchange or money changing:
i. For currency, when exchanged from or to, Indian rupees, the value shall be
difference between buying/selling rate and the RBI reference rate for that

currency multiplied by total units of currency.

lllustration:  US $ 1000 are sold by a customer at the rat e of Rs.65 per US$.
RBI reference rate is Rs.65.5 that day.

Value of taxable service = (RBI reference rate 0 selling rate) x Total units.

= 65.5 -65x1000 = Rs.500.

ii. Where RBI reference rate for a currency is not available, the value shall be

1% of the gross amount of Indian rupees provided or received.

In the above illustration, if RBI reference rate is not available, value would be
1% of Rs.65000 or Rs.650/  -.

ili. Where neither of the currencies exchanged is Indian Rupee, the value shall
be equal to 1% of the lesser of the two amounts the person changing the money
would have received by converting any of the two currencies into Indian Rupee

on that day at the refer ence rate provided by RBI.
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lllustration: 1200 US$ are exchanged to 960 British pounds. RBI reference
rate for US$ is Rs.60 and RBI reference rate for British pounds is Rs.80. The
value would be 1% of lower of Rs.72000 and Rs.76800 i.e. Rs.720/ -
iv. The r ule also gives an alternative option which has to be opted for a
financial year and cannot be withdrawn once opted during the same financial
year. In such a case value  would be
a) Up to Rs. One lakh, one percent of the gross amount of currency
exchanged subje ctto a minimum of Rs.250/  -.
b) Rs.1000 + half of a per cent of the gross amount of currency exchanged
for an amount exceeding Rs. One lakh and up to Rs. Ten lakh.
c) Five thousand rupees and five hundred rupees and one tenth of a per
cent of the gross amount of  currency exchanged for an amount exceeding

ten lakh rupees subject to a maximum of Rs. 60000/ -

2. The value of supply of services in relation to booking of tickets for travel by

air would be five per cent of the basic fare in the case of domestic bookin gs,
and at the rate of ten per cent. of the basic fare in the case of international
bookings of passage for travel by air.

Explanation - For the purposes of this sub -rul e, t he expressi
faredmeans, t hat part of the anamallypade®n wh

the air travel agent by the airline.
3. The value of supply of services in relation to life insurance business shall be:

a. the gross premium charged from a policy holder reduced by the amount
allocated for investment, or savings on behalf of the policy holder, if such
amount is intimated to the policy holder at the time of supply of service;

b. in case of single premium annuity policies other than (a), ten per cent of

single premium charged from the policy holder; or
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c. in all other cases, twenty five per cent of the premium charged from the
policy holder in the first year and twelve and a half per cent of the premium

charged from policy holder in subsequent years:

Provided that nothing contained in this sub -rule shall apply where the entire
premi um paid by the policyholder is only towards the risk cover in life

insurance.

4. In case of second hand goods trade, the difference between the selling price
and the purchase price would be the value. This is subject to the condition that
second hand good s are sold without processing or after processing without

changing its nature and no input credit has been availed after purchase.

5. The value of a token, or a voucher, or a coupon, or a stamp (other than
postage stamp) which is redeemable against a suppl y of goods or services or
both shall be equal to the money value of the goods or services or both

redeemable against such token, voucher, coupon, or stamp.

6. The rule provides for issue of notification declaring the value of supply to be
nil in respect of taxable services on the recommendation of the GST council in
transaction between related parties or separately registered units of a single

person where input credit is available under section 17(5) of CGST Act.
7. Value of supply of services in case of p ure agent

Notwithstanding anything contained in these rules, the expenditure or costs
incurred by the supplier as a pure agent of the recipient of supply of services
shall be excluded from the value of supply, if all the following conditions are

satisfied, namely: -

(i)  the supplier acts as a pure agent of the recipient of the supply, when he

makes payment to the third party on authorization by such recipient ;
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(i) the payment made by pure agent on behalf of the recipient of supply has
been separately indicated in the invoice issued by the supplier to the

recipient of service;

(i)  thesupplies procured by the r pure agent from the third party as a pure
agent of the recipient of supply are in addition to the supply he provides
on his own account.

Explanation -For t he purposes of this rule, eéepure

a. enters into a contractual agreement with the recipient of supply to act as
his pure agent to incur expenditure or costs in the course of supply of
goods or services or both;

b. neither intends to hold nor holds any title to the goods or services or
both so procured or supplied as pure agent of the recipient of supply;

c. does not use for his own interest such goods or services so procured; and

d. receives only the actual amount incurred to procure such goods or
services in addition to the amount received for supply he provides on his

own account .

lllustration  : Corporate services firm A is engaged to handle the legal work
pertaining to the incorp oration of Company B. Other than its service fees, A
also recovers from B, registration fee and approval fee for the name of the
company paid to Registrar of the Companies. The fees charged by the Registrar

of the companies registration and approval of the name are compulsorily levied
on B. A is merely acting as a pure agent in the payment of those fees.
Therefore, Ads recovery of such expenses is

value of supply made by A to B.

8.Rate of exchange of currency, other than Indian rupees, for

determination of value

127 |Page




The rate of exchange for determination of value of taxable goods or services or
both shall be the RBI reference rate for that currency on the date of time of

supply as per section 12 or, as the case may be, section 13 of the Act.

9. Value of supply inclusive of integrated tax, central tax, State tax, Union

territory tax

Where the value of supply is inclusive of integrated tax or, as the case may be,
central tax, State tax,Union territory tax, the tax amount shall be determined

in the following manner,

Tax amount= Value inclusive of taxes X tax rate in % of IGST or as the case
may be CGST, SGST or UTGST(100+ sum of tax rates, as applicable, in %)

Comments:

Need for proviso is because the employer and the employee are related persons

as has been seen when section 15 of CGST Act was discussed above.
3. Supply of goods fi

a. by a principal to his agent where the agent undertakes to supply such
goods on behalf of the principal; or
b. by an agent to his principal where the agent undertakes to receive

such goods on behalf of the principal.

4. Import of services by a taxable person from a related person or from any
of his otherestablishments outside India, in the course or furtherance of

business.

INPUT TAX CREDIT (ITC) AND UTILIZA TION :

Input Tax -2(62)
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"Input tax" in relation to a taxable person, means the CGST, SGST, IGST

/UTGST charged on any supply of goods orservices or both made to him and

includes

- IGST charged on import of goods.

- the tax payable under reverse charge on specific categories of
goods/services/both to be notified and where the supply is received from
an unregistered person  with reference to sub -section (3) and (4) of section
9 of SGST Act

- the tax payable under reverse charge on specific categories of
goods/services/both to be notified and where the supply is received from
an unregistered person  with reference to sub-section (3) and (4) of section
5 of IGST Act , which refers to,

- the tax payable under reverse charge on specifi c categories of
goods/services/both to be notified and where the supply is received from
an unregistered person  with reference to sub-section (3) and (4) of section
7 of UTGST Act

- but does not include the tax paid under composition levy

Secti on iBput@algredid 6 means credit of O&6input ta

Section 2(17) - Business is defined in inclusive manner as under:

a) any trade, commerce, manufacture, profession, vocation, adventure,
wager or any other similar activity, whether or not for a pecuniary
benefit,

b) any activity or transaction in connection with or incidental or ancillary
to(a) above;

C) any activity or trans action in the nature of (a) above, whether or not
there is volume, frequency, continuity or regularity of such transaction

d) supply or acquisition of goods including capital assets and services in

connection with commencement or closure of business;
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e) provisio n by a club, association, society, or any such body (for
subscription or any other consideration) of the facilities or benefits to its
members ass the case may be;

f) admission of persons to any premises for a consideration; and

g) services supplied by a person  as the holder of an office which has been
accepted by him in the course or furtherance of his trade, profession or
vocation

h) Services provided by a race club by way of totalisator or a licence to book
maker in such club;  and

i) Any activity or transaction undertaken by the Central Government, a
State Government or any local authority in which they are engaged as

public authorities

Definition of Capital goods 0 Section 2( 19)
oCapital goodsdé means: Goods, the value of
accounts of the person claiming the input tax credit and which are used or

intended to be used in the course or furtherance of business;

Definition of Inputs - Section 2 (59)

Ol nput 6 means any goods other than capital
byasupplier in the course or furtherance of
Definition of Input service 0 Section 2 (60)

Ol nput serviced means any service, used or

the course or furtherance of business.

Comparison with the present regime:

Capital goods definition under present Cenvat Credit Rules

A The definition of capital goods is given in Cenvat Credit Rules 2004.

A Definition is restrictive. Only what is specified therein is covered.

A Capital goods used 1) in factory of manufacture of fi nal product; or 2) for

providing output service.
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A At present following are covered: tools, knives falling under chapter 82,
machines covered in chapter 84, electrical machinery under chapter 85,
measuring, checking and testing machines falling in chapter 90 grinding
wheels of heading 6804; pollution control equipment

A Components, spares and accessories of above[ need not fall in above

headings].

moulds and dies, jigs and fixtures;

refractories and refractory materials;

tubes and pipes and fittings thereof;

storage tank;

motor vehicles other than those excluded,

CG used outside factory for generation of power used captively in factory.

> > > > > D> >

motor vehicles used for providing specified services such as transport of
passenger s/ courier agency service

A Credit on dumpers and tippers is eligible as capital goods.

Decisions on eligibility to credit on capital goods under existing Cenvat

Credit Rules;

Plant/machinery: Capital goods can be machines, machinery, plant
equipment, app aratus, tools or appliances. Any of these goods if used for
producing or processing of any goods or for bringing about any change in any
substance for the manufacture of final
therefore, qualify for availing credit. S imilarly held in
C.C.Ex.CoimbatoreVsJawahar Mills Ltd (2001 (132) E.L.T. 3 (S.C.).

Parts/Spares of machinery: Components/spares/accessories of machineries
need not fall in chapter 82, 84, 85, 90. The only requirement is that they
should be part, component or accessory of machinery. Held in CCE
VsRashtriyal spat Nigam Ltd (2011 (267)
would not only include goods falling under Chapters 82, 84, 85 and 90 of the
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Central Excise Tariff Act but also components, spares and acces sories of such

goods.

Steel panels/channels: In Rajasthan Spinning & Weaving Mills (2010 (255)
ELT 481 (SC) held by applying user test that steel plates and MS channels
used in fabrication of chimney for DG set is eligible as accessory to capital

goods.

Capital goods becoming immoveable property: Credit on inputs used i n
manufacture capital goods such as storage tanks/pollution control equipment

is eligible even if it becomes immoveable property. Held in CCE vs SLR Steels
(2012 (280) E.L.T. 176 (Kar.).

Definition of input under present Cenvat Credit Rules as under:
The term input i s defined in Rule 2(k) of CQC
Eligible Credit:
A all goods used in the factory by the manufacturer of the final product; or
A any goods including accessories, cleared along with the final product, the
value of which is included in the value of the final product and goods
used for providing free warranty for final products; or
A all goods used for generation of electricity or stea m or pumping water for
captive use; or
A all goods used for providing any output service;

A All capital goods having value upto Rs.10000 per piece

Restriction on availment of credit on inputs Excludes:
A light diesel oil, high speed diesel oil or motor spir it, commonly known as
petrol;
A any goods used for 8
1. construction or execution of works contract of a building or a civil

structure or a part thereof; or
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2. laying of foundation or making of structures for support of capital
goods,
except for the provision o f service portion in the execution of a works or
construction service as listed under clause (b) of section 66E of the Act;

A capital goods except when (i)used as parts or components in the
manufacture of a final product or (ii)value of such capital goods is upto
Rs.10000 per piece;

A motor vehicles;

A any goods, such as food items, goods used in a guesthouse, residential
colony, club or a recreation facility and clinical establishment, when
such goods are used primarily for personal use or consumption of a ny
employee; and

A any goods which have no relationship with the manufacture of a final
product.

It may be noted there is specific restriction to avail credit on inputs
used for executing works contract service [material plus labour

contract] set out in ST Valuation Rules.

Landmark Decisions on indicative list of eligible credit on inputs under
Cenvat Credit Rules (This would be used for guidance purpose on eligible
credits under GST)
1. Raw materials: In TELCO vs. State of Bihar (1994 (74) E.L.T. 193), the
Supreme Court held that the term raw material varies from industry to

industry and decided that items like tyres and tubes, which, though are

finished products in themselves, can be considered as raw materials for
vehicles.
2. Goods used for testing: In the case of Flex Engineering Ltd vs. CCE, U.P

2012 (276) ELT 153 (SC) wherein it was held that goods used for testing
machines were inputs used in relation to manufacture of final product,
eligible for Cenvat/" credit. Physical presence in final product is not pre -

requisite to claim credit. They may very well be indirectly related to
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manufacture and still be necessary for completion of manufacture of

final product, which is complete only when product is rendered
marketable
3. Credit on accessories: The Supreme Court in HMM Ltd. vs. CCE - 1994

(74) E.L.T. 19, wherein it was held that metal screw cap put on Horlicks
bottle is a component part of the finished product.

4. Furnace oil: In the case of CCE, Meer ut-l vs. Silvertone Papers Ltd.,
2013 (287) ELT 478 (Tri. Del.) Furnace oil procured and used in boiler on
trial basis. Assessee is entitled to credit of duty paid on it.

Comparison with the present regime:
Input service definition in Cenvat credit rules
1 Credit is permitted on following:
1 Any service -
0 used for providing an output service; or
0 used by a manufacturer, whether directly or indirectly, in or in
relation to the manufacture of final products and clearance of final
products upto the place ofr  emoval,
o andincludes
0 services used in relation to
modernisation, renovation or repairs of a factory, premises of provider of
output service or an office relating to such factory or premises, advertisement
or sales promotion, market research, storage upt o the place of removal,
procurement of inputs, accounting, auditing, financing, recruitment and
guality control, coaching and training, computer networking, credit rating,
share registry, security, business exhibition, legal services, inward
transportation  of inputs or capital goods and outward transportation upto the

place of removal;

Decisions permitting credit on specific input services under Cenvat Credit

scheme:
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Repair maintenance: In Red Hat India Pvt Ltd vs. Principal Commr, Service
Tax, Commis sionerate, Pune (2016 -TIOL-1300-CESTAT-MUM) appellants are
engaged in the providing export of services and filed refund claim under Rule 5

of Cenvat Credit Rules, 2004.As regards Works contract service, credit has
been taken as this service is related to m onthly maintenance of photocopier,
computerand building premises of the appellant. After extracting rule 2(l) of the

CCR, the Bench held -As per rule 2(l) of CCR, 2004, Works Contract Services
are excluded only when used for construction services. Works co ntract services
used for maintenance of office equipment and building are to be treated as

Input Services, credit admissible and eligible for refund.

It is relevant this was decision under new input service definition

applicable w.e.f 1.4.2011.

Outdoor ¢ atering: Held in StanzenToyotetsu India Pvt. Ltd. vs. C. C. Ex.,
Bangalore -1l 2009 (14) S.T.R. 316 (Tri. - Bang.) Affirmed in 2011 (23) STR 444
(Karnataka High Court) held outdoor caterer services for providing food to staff.
Facility provided because of  statutory obligation imposed under Section 46 of
Factories Act, 1948 and it becoming condition of Service as far as employees
concerned. Expenses incurred considered in fixing price. Activity may be
welfare measure but not charity provided by employer to e mployees. Test
whether service utilised for manufacture directly or indirectly or used in

relation to activities relating to business. Credit available.

Employee group insurance/accident insurance: In Milipore India Ltd Vs
CCE Bangalore dll (2009 (236) ELT 145 (Tri -Bang). Affirmed in 2012 (26) STR
514 (Karnataka High Court) there was no restriction on availment of such
insurance credit. This decision was followed in Reliance Industries decision
(2015-TIOL-181 -CESTAT-MUM).

Air travel by company directors/employees: Expenditure incurred on air

travel by employees/directors of the company for official purpose is eligible for
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credit subject to proper documentary evidence. Similarly held in CCE vs Fine
Care Biosystems (2009 (244) ELT 372 (CESTAT) and Goodluck Steel Tubes Ltd.
Vs C. C. Ex., Noida 2013 (32) S.T.R. 123 (Tri. - Del.).

Lodging/Boarding: One Advertising & Communica tion Services Ltd. vs C.S.T.,
Ahmadabad (2012 (27) S.T.R. 344 (Tri. - Ahmd.). wherein it was held payment

of Service tax on hotel rent for chief executive for business and client
meeting. |l ssue directly rel atabl e t o asses

admissible

Commission agent: The decision of Punjab and Harya
in the case of CCE VsAmbika Overseas (2012 (025) STR 348 (P&H) wherein it

was held that canvassing and procuring orders were in relation to sales

promotion and would fallun  der sales promotion activities. Hence respondent is

eligible for cenvat credit on the commission paid accordingly the objection

requires to be dropped.

Mobile phones in the name of employees: In CCE, Goa vs. Hindustan Coca
Cola Beverages (P) Ltd. (2015 ( 39) STR 360 (Bom) wherein held Credit of
Service Tax paid on mobile phones used by employees/staff of manufacturer

admissible.

Gardening services: In CCE & ST, LTU, Chennai vs. Rane TRW Steering
Systems (2015 (39) S.T.R. 13 (Mad.) wherein it was held ho usekeeping and
gardening services where an employer spends money to maintain their factory

premises in an eco -friendly manner, tax paid on such services would form part

S e

na

of the cost of final products and the same |[wo
service s 0 and therefore assessee S entitl ed 1
Housekeeping and | andscaping services incl @ide

serviceséo.

136 |Page




Group insurance: In CCE & ST, LTU, Bangalore vs. Micro Labs Ltd. 2012(26)
STR 383 (Kar) held Group I nsurance Health Policy though a welfare measure is
an obligation cast under statute that employer has to obey. Policy taken by
assessee is service constituting activity relating to business which covered
under input service definition. Service tax paid on all services utilised directly

or indirectly in or in relation to final product eligible as credit.

The decisions referred above other than (i) were in context of earlier input
service definition applicable till 31.3.2011 where there was no restriction in

place for availment of credit on employee related costs.

Section 16: Eligibility and conditions for taking input tax credit

(1) Every registered taxable person can avail credit of input tax charged on
any supply of goods or services or both tohim which are used or intended to be
used in the course or furtherance of hisbusiness and the said amount shall be
credited to the electronic credit ledger of such personsubject to such conditions

and restrictionsas may be prescribed and within the time and manner

specified.

(2) Registered taxable person shall not be entitled to the credit of
anyinput tax in respect of any supply of goods or services or both to him

unless ,-

(@) he is in possession of a tax invoice or debit note issued by a
supplierregistered under t  his Act, or such other taxpaying document(s) as may
beprescribed;

(b) he has received the goods or services or both;
If the goods are delivered by the supplier to recipient or any other person on

thedirection of such registered person acting as an agent o r otherwise, before

during the movement of goods either by way of transfer of documents of title to
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goods or otherwise, then it shall be deemed that the registered person received

the goods.

EQ;o X6 a supplier transfers docume¥& who 0iZF
registered person. Z receives the documents on behalf of Y, then it shall be

deemed that Y has received the goods/documents.

(c) the tax charged in respect of such supply has been actually paid to
theaccount of the appropriate Government, either in cash or through utilization
of input tax credit admissible in respect of the said supply; and

(d) he has furnished the return under section 39:

Where goods received in lots: Where the goods against an invoice are received
in lots orinstalments, the registered taxable person shall be entitled to take
credit uponreceipt of the last lot or instalment.

When recipient not paid amount towards supply of goods or service or

both + tax within 180 days: Where a recipient fails to pay to the supplier of
goods /services / both other than those supplies on which tax payable under
reverse charge basis,the amount towards the value of supply of services along
with tax payable thereonwithin a period of 180 days from the date of issue of
invoice by the supplier, ana  mount equal to the input tax credit availed by the
recipient shall be added to hisoutput tax liability, along with interest thereon,

in the manner as may be prescribed.
Recipient shall be entitled to avail the input tax credit on payment made by
him towar ds the value of supplies along with taxable person. For this purpose,

interest paid is not eligible to take credit

(3)No claiming depreciation under IT act on capital goods . Where the

registered taxable person has claimed depreciation on the taxcomponent of the
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cost of capital goods under the provisions of the Income TaxAct, 1961, the

input tax credit shall not be allowed on the said taxcomponent.

Eg:

Plant & machinery of Rs 10,000
Add: Tax +1000
Total 11000
Less: Depreciation (10%) -1100

Total 9900

In the above example ITC cannot be availed on the tax component i.e., Rs 1000

(4) A registeredperson shall not be entitled to take input tax credit in respect of
anyinvoice or debit note for supply of goods or services or bothafter due date of
furnishing of the returnfor the month of September following the end of
financial yearto which such invoice or invoice relating to such debit note

pertains or furnishingof the relevant annual return, whichever is earlier.

17. Apportionment of cre dit and blocked credits

(1) Goods and or services used partly for business and other purpose
Where the goods or services or both are used by the registered taxable person
partlyfor the purpose of any business and partly for other purposes, the
amount ofcredit shall be restricted to so much of the input tax as is

attributable to thepurposes of his business.

(2) Goods or services or both used partly for taxable including zero rated
supplies and partly for exempt supplies : Where the goods or servicesor both
are used by the registered taxable personpartly for effecting taxable supplies

including zero -rated supplies under this Actor under the IGST Act, 2016 and
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partly for effecting exempt supplies under thesaid Acts, the amount of credit
shall be restricte d to so much of the input tax asis attributable to the said
taxable supplies including zero  -rated supplies.

Exempt supplies  shall includesupplies on which recipient is liable to pay tax
on reverse charge basis

oexempt s meapslsypply of any goods ors ervices or both which attracts
nil rate of tax or which may be wholly exempt from tax under section 11, or
under section 6 of the Integrated Goods and Services Tax Act, and includes
non -taxable supply;

A banking company or a financial institution including a non -banking
financialcompany , which is engaged in supplying services by way of accepting
deposits, extendingloans or advances shall have the option to either given
under (2) above, or avail of, every month, an amount equal to 50% of the
eligible input tax credit on inputs, capital goods and input services in that
month and the rest shall lapse.

The option once exercised as above shall not be withdrawn during the
remaining part of the f inancial year.

Input tax credit shall not be available in respect of the following

(a) motor vehicles and other conveyances except when they are used

(i) for making the following taxable supplies, namely

(A) further supply of such vehicles or conveyances ; or

(B) transportation of passengers; or

(Cimparting training on driving, flying, navigating such vehicles
orconveyances;

(ii) for transportation of goods.

(b) supply of goods and services or both namely,

(i) food and beverages, outdoor catering, beauty treatment, health

services, cosmetic and plastic surgery except where such inward supply of
goods or services both of a category is used by a registered person for making
an outward taxable supply ofthe same category of goods or services or both as

an ele ment of a taxable composite or mixed supplies;
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(i) membership of a club, health and fitness centre,

(i) rent -a-cab, life insurance, health insurance except where the

(A) Government notifies the services which are obligatory for anemployer to
provide to its employees under any law for the timebeing in force; and

(B)such inward supply of goods or services or both of a particularcategory is

used by a registered person for making an outward taxablesupply of the same
category of goods or services or both ora s part of ataxable composite or mixed
supply; and

(iv) travel benefits extended to employees on vacation such as leave

orhometravel concession.

(c) works contract services when supplied for construction of immovable

property, other than plant and machinery , except where it is an inputservicefor
further supply of works contract service;

(d) goods or services received by a taxable person for construction of
animmovable property on his own account, other than plant and

machinery,even when used in course or fur therance of business;

For the purpose of the above clause, the word oconstr wctiinenl udesf
construction, renovation, additions or alterations or repairs, to the extent of

capitalization, to the said immovable property.

(e) goodsor services or both on  which tax has been paid under section 10;

(f) goods or services or both received by anon  -resident taxable person except
on goods imported by him

(g) goodsor services or both used for personal consumption;

(h) goods lost, stolen, destroyed, written off or disposed of by way of gift or
freesamples; and

(i) any tax paid in accordance withprovisions of sections . 74, 129 &130

(5) The Central or a State Government may, by notification issued in this
behalf,prescribe the manner in which the credit referred to in sub -sections
17(1) and (2)above may be attributed.
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Pl ant and Maneans apparajus, equipment and machinery,, fixed to
earth by foundation or structuralsupport that are used for making outward

supply of goods or services or both - and includes such f oundationand
structural supports but excludes -

a. land, building or any other civil structures

b. telecommunication tower

c. pipelines laid outside the factory premises

18. Availability of credit in special circumstances

(1)(a)Credit to person who applie d and got registration within 30 days from

when liable for registration : A person who has applied for registration under
the Act within 30 days fromthe date on which he becomes liable to registration

and has been granted suchregistration shall, subject to such conditions and
restrictions as may beprescribed, be entitled to take credit of input tax in
respect of inputs held in stockand inputs contained in semi -finished or finished
goods held in stock on the dayimmediately preceding the date from which he
becomes liable to pay tax underthe provisions of this Act.

(b)Voluntary registration . A person, who takes voluntary registration
shall,subject to such conditions and restrictions as may be prescribed, be
entitled totake credit of input tax in respect of inputs held in stock and inputs
contained insemi -finished or finished goods held in stock on the day
immediately precedingthe date of grant of registration.

(c) Person ceases to pay composition levy tax : Where any registered taxable
person ceases to pay ta x under section 10, he shall,subject to such conditions
and restrictions as may be prescribed, be entitled totake credit of input tax in
respect of inputs held in stock, inputs contained insemi -finished or finished
goods held in stock and on capital goods on the dayimmediately preceding the

date from which he becomes liable to pay composition tax.
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The credit on capital goods shall be reduced by such percentagepoints as may

be prescribed in this behalf

(d) When exempt supplies become taxable : Where an exempt supply of goods
or services by a registered taxable personbecomes a taxable supply, such
person shall, subject to such conditions andrestrictions as may be prescribed,

be entitled to take credit of input tax in respectof inputs held in stock and

inputs co ntained in semi -finished or finished goodsheld in stock relatable to
such exempt supply and on capital goods exclusivelyused for such exempt
supply on the day immediately preceding the date fromwhich such supply
becomes taxable.

The credit on capital goods  shall be reduced by such percentagepoints as may

be prescribed in this behalf.

(2) A taxable person shall not be entitled to take input tax credit under sub -
section(1) in respect of any supply of goods and /or services to him after the
expiry of one year from the date of issue of taxinvoice relating to such supply.

(3) Change in constitution : Where there is a change in the constitution of a
registered taxable person onaccount of sale, merger, demerger, amalgamation,
lease or transfer of thebusiness with th e specific provision for transfer of
liabilities, the said registered person shall be allowed to transfer the input tax

credit that remainsunutilized in its books of accounts to such sold, merged,
demerged,amalgamated, leased or transferred business in the manner
prescribed.

(4) Switches over from normal scheme to composition scheme of paying

tax : Where any registered person who has availed of input tax credit
switchesover as a taxable person for paying tax under section 10or, where the
goods or services or both supplied by him become exempt, heshall pay an
amount, by way of debit in the electronic credit or cash ledger,equivalent to the

credit of input tax in respect of inputs held in stock and inputscontained in
semi-finished or finished goods held in stoc k and on capital goods,reduced by
such percentage points as may be prescribed, on the day immediatelypreceding

the date of such switch over or, as the case may be, the date of suchexemption.
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After payment of such amount, the balance of input tax credit, if any, lying in
his electronic credit ledger shall lapse.

(5) The amount of credit payable under sub -section (1) shall be calculated in
such manner asmay be prescribed.

(6) In case of supply of capital goods or plant and machinery, on which
inputtax credit h as been taken, the registered taxable person shall pay an
amountequal to the input tax credit taken on the said capital goods or plant
andmachinery reduced by the percentage points as may be specified in this
behalf orthe tax on the transaction value of su ch capital goods or plant and
machinery, whichever is higher.

Where refractory bricks, moulds and dies, jigs andfixtures are supplied as

scrap, the taxable person may pay tax on the transactionvalue of such goods.

Taking input tax credit in respect of inp uts sent for job work 0 Section19:
(1) The oprincipaldé referred to in sec
and restrictions as may be prescribed, be allowed input tax credit on inputs

sent to a job -worker for job -work.

(2) Notwithstanding anything contained in clause (b) of sub -section (2) of
section 16, the oprincipaldé shall be en
even if the inputs are directly sent to a job worker for job -work without their

being first brought to his place of business.

(3) Where the inputs sent forjob -wor k are not received
after completion of job -work or otherwise or are not supplied from the place of
business of the job worker in accordance with clause (b) of sub -section (1) of
section 143withi n a period of one year of their being sent out, it shall be
deemed that such inputs had been supplied by the principal to the job -worker
on the day when the said inputs were sent out:

Where the inputs are sent directly to a job worker, the period of one year shall

be counted from the date of receipt of inputs by the job worker.
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(4) The oOprincipal é shall, Ssubject to such
prescribed, be allowed input tax credit on capital goods sent to a job -worker for
job-work.

(5) Notwithstanding anything contained in clause (b) of sub -section (2) of
section 16, the oprincipal é shal/l be entit]
goods even if the capital goods are directly sent to a job worker for job -work

without their being firs  t brought to his place of business.

(6) Where the capital goods sent for job -work are not received back by
theoprincipal 6 within a period of three ye

bedeemed that such capital goods had been supplied by the principal t o the
jobworker on the day when the said capital goods were sent out:

Where the capital goods are sent directly to a job worker, the period of three

years shall be counted from the date of receipt of capital goods by the job
worker.

(7) Nothing contained i n sub -section (3) or sub -section (6) shall apply to

moulds and dies, jigs and fixtures, or tools sent out to a job -worker for job -
work
Manner of distribution of credit by Input Service Distributor 0 Section 20:

(1) The Input Service Distributor shall distribute, in such manner as may be
prescribed, the credit of CGST as CGST or IGST and IGST as IGST or CGST, by
way of issue of a prescribed document containing, inter alia, the amount of
input tax credit being dist ributed or being reduced thereafter, where the
Distributor and the recipient of credit are located in different States. (CGST
ACT)

(2) The Input Service Distributor may distribute the credit subject to the
following conditions, namely:

(a) the credit ca n be distributed against a prescribed document issued to each
of the recipients of the credit so distributed, and such document shall contain

details as may be prescribed;
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(b) the amount of the credit distributed shall not exceed the amount of credit
available for distribution;

(c) the credit of tax paid on input services attributable to a recipient of credit
shall be distributed only to that recipient;

(d) the credit of tax paid on input services attributable to more than one
recipient of credit shall b e distributed only amongst such recipient(s) to whom
the input service is attributable and such distribution shall be pro rata on the
basis of the turnover in a State of such recipient, during the relevant period, to
the aggregate of the turnover of all su  ch recipients to whom such input service
is attributable and which are operational in the current year, during the said
relevant period;

(e) the credit of tax paid on input services attributable to all recipients of credit
shall be distributed amongst suc h recipients and such distribution shall be pro
rata on the basis of the turnover in a State of such recipient, during the
relevant period, to the aggregate of the turnover of all recipients and which are
operational in the current year, during the said re levant period.
Explanationl. oFor t he purposes of this section, t
(a) if the recipients of the credit have turnover in their States in the financial
year preceding the year during which credit is to be distributed, the said
financial year; or

(b) if some or all recipients of the credit do not have any turnover in their
States in the financial year preceding the year during which the credit is to be
distributed, the last quarter for which details of such turnover of all the
recipients are available, previous to the month during which credit is to be
distributed.

Explanation2. -For the purposes of this section,
supplier of goods and / or services having the same PAN as that of Input

Service Distributor.

Explanation 3. 0 For the purposes of this section,

turnover, reduced by the amount of tax, duty or tax levied underentry 84 of
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List | of seventh schedule and entry 51 & 54 of List Il of the said schedule of

the Constitution
Comparative review

Manner of recovery of credit distributed in excess 0 Section 21

Where the Input Service Distributor distributes the credit in contravention of
the provisions contained in section 21 resulting in excess distribution of credit
to one or more recipients of credit, the excess credit so distributed shall be
recovered fr om such recipient(s) along with interest, and the provisions of
section 73or 74, as the case may be, shall apply mutatis mutandis for effecting

such recovery.

Comparative review

Currently, recovery provision is specified in Rule 14 of CENVAT Credit Rules.
The CENVAT credit taken or utilized wrongly or has been erroneously refunded,

is recovered along with interest under the provisions of sections 11A and 11AB

of the Excise Act or sections 73 and 75 of the Finance Act.

Currently, there is no specific provision for excess distribution of credit by ISD.
Now specific provision is provided in the GST law providing for recovery of
amount along with interest. Further, the relevant period for recovery of excess

amount distributed is also provided in GST law

Last opportunity to claim Cenvat Credit
In GST regime, it is expected that there would be enabling facilities for availing
the credits missed out in the transition period. If this facility is not provided,
claiming of missed out credit amounts could be di sputed. Therefore, the
manufacturer and service provider who have in the past done any of the
following, may like to review the option of availing missed out credits;

1. Credit reversed under protest for unlimited period

2. Credit reversed at the time of audit t o buy peace. (If documentary evidence

available, without time limit credit can be claimed)
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3. Credit reversed erring on caution in respect of services like GTA Outwards,
Outdoor Catering Service, Group medi -claim Insurance, renting of
immovable property on ca r parking and Cafeteria services. Examine the
eligibility and claim credit if eligible with intimation to department.

4. Examine any excise duty / service tax credit missed on eligible Capital
goods, input and input services by way of reconciliation

5. Credit availment on rejection of Cenvat credit refund claim

6. Incorrect reversal of credit under Rule 6 of Cenvat credit provisions
considering gross trading value as exempted value instead of considering
only margin or 10% of cost of goods involved in trading as e xempted value.

7. Job-work/Job -wor kerds Credit missed out

8. Credit missed at the time of import due to sub -contract service by Custom
House Agency (CHA).

The Cenvat credit on inputs and input services needs to be claimed within one

year. Therefore, this is  one-time opportunity available by submitting a ST -3
return for April 2016 to September 2016 with disclosure of eligible credits from

April 2015 onwards. If ST -3 return is already filed, option of disclosure could

be examined by filing revised return within 90 days from the date of filing of
original ST -3 return.Due date for filing ST -3 return for April to Sept 2016 was
251 Oct 2016.

Similarly hereafter the exercise could be done considering the revised return
option available in excise provisions and even for the period October 2016 to
March 2017.

Conclusion

The credit under GST was expected to be available as long as goods/ services
used in or in relation to business. The carrying forward of the old restrictions

in the GST law means that to some extent th e old case laws would all be
revisited. It is advisable that manufacturers, service providers ensure eligible

credit which were missed out to be availed in past is availed now (before 31st
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March 2017) without fail. This is to take advantage of a facility g iven for c/f of
the eligible credit availed in last return filed before April 2017 as opening

balance of credit under GST law.

INPUT TAX CREDIT RULES  which is finalized by the Council

1. Documentary requirements and conditions for claiming input tax credit

(1) The input tax credit shall be availed by a registered person, including the
InputService Distributor, on the basis of any of the following documents,
namely: -

(a) an invoice issued by the supplier of goods or services or both in accordance

withthe provisions of section 31;

(b) an invoice issued in accordance with the provisions of clause (f) of sub
section(3) of section 31, subject to payment of tax;

(c) a debit note issued by a supplier in accordance with the provisions of
section 34,

(d) a bill of entry or any similar document prescribed under the Customs Act,

1962 orrules made thereunder for assessment of integrated tax on imports;

(e) an ISD invoice or ISD credit note or an y document issued by an Input
Service Distributor in accordance with the provisions of sub -rule (1) of rule
invoice.7.

(2) Input tax credit shall be availed by a registered person only if all the
applicableparticulars as prescribed in Chapter ---- (Invoice Rules) are contained
in the said document,and the relevant information, as contained in the said
document, is furnished in FORMGSTR -2 by such person.

(3) No input tax credit shall be availed by a registered person in respect of any

tax thathas been paid i n pursuance of any order where any demand has been

confirmed on accountof any fraud, willful misstatement or suppression of facts.

2. Reversal of input tax credit in case of non -payment of consideration
(1) A registered person, who has availed of input ta X credit on any inward

supply ofgoods or services or both, but fails to pay to the supplier thereof the
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value of such supplyalong with the tax payable thereon within the time limit
specified in the second proviso tosub  -section (2) of section 16, shall furn  ish the
details of such supply, the amount of value not

paid and the amount of input tax credit availed of proportionate to such
amount not paid tothe supplier in FORM GSTR -2 for the month immediately
following the period of onehundred and eighty days from the date of issue of
invoice.

Provided that the value of supplies made without consideration as specified in
Schedule Ishall be deemed to have been paid for the purposes of the second
proviso to sub -section (2) ofsection 16.

(2) The amount of input tax cr  edit referred to in sub  -rule (1) shall be added to
the output taxliability of the registered person for the month in which the

details are furnished.

(3) The registered person shall be liable to pay interest at the rate notified
under sub -section(l) of sec tion 50 for the period starting from the date of
availing credit on such supplies tillthe date when the amount added to the

output tax liability, as mentioned in sub -rule (2), ispaid.

(4) The time limit specified in sub  -section (4) of section 16 shall not apply to a
claim for reavailingof any credit, in accordance with the provisions of the Act or

these rules, that hadbeen reversed earlier.

3. Claim of credit by a banking company or a financial institution

A banking company or a financial institution, incl uding a non -banking
financial company, engaged in supply of services by way of accepting deposits

or extending loans or advances that chooses not to comply with the provisions

of sub -section (2) of section 17, in accordance with the option permitted under

sub -section (4) of that section, shall follow the procedure specified below o}
a. the said company or institution shall not avail the credit of

I. tax paid on inputs and input services that are used for non -business

purposes and
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ii. the credit attributable to supplies specified in sub -section (5) of section
17,in FORM GSTR -2;

(b) the said company or institution shall avail the credit of tax paid on inputs
and input services referred to in the second proviso to sub -section (4) of se ction

16 and not covered under clause (a);

(c) fifty per cent. of the remaining amount of input tax shall be the input tax
credit admissible to the company or the institution and shall be furnished in
FORM GSTR -2;

(d) the amount referred to in clauses (b) and (c) shall, subject to the provisions
of sections 41, 42 and 43, be credited to the electronic credit ledger of the said

company or the institution.

4. Procedure for distribution of input tax credit by Input Service

Distributor

(1) An Input Ser vice Distributor shall distribute input tax credit in the manner

and subject to the conditions specified below -

(a) the input tax credit available for distribution in a month shall be distributed

in the same month and the details thereof shall be furnish edin FORM GSTR -6
in accordance with the provisions of Chapter ---- (Return Rules );

(b) the Input Service Distributor shall, in accordance with the provisions of

clause (d), separately distribute the amount of in-eligible as input tax credit (
ineligible under the provisions of sub  -section (5) of section 17 or otherwise) and

the amount of eligible as input tax credit;
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(c) the input tax credit on account of central tax, State tax, Union territory tax
and integrated tax shall be distributed separately in a ccordance with the
provisions of clause (d);

(d) the input tax credit that is required to be distributed in accordance with the
provisions of clause (d) and (e) of sub -section (2) of section 20 to one of the
recipients 0 R 1wvihether registered or not, fro m amongst the total of all the
recipients to whom input tax credit is attributable, including the recipient(s)

who are engaged in making exempt supply, or are otherwise not registered for

any reason, shall be the amount, 0 C lthe,
following formula: -

Cl=(t1+=T)xC

where,

0Co6 is the amount of credit to be distri
ot 16 i s t hasreferedtoio seetion 20, of person R1 during the relevant
period, and

0T6 is the aggregate of t duengtharelevanivperiod q of

all recipients to whom the input service is attributable in accordance with the

provisions ofsection 20 ;

(e) the input tax credit on account of integrated tax shall be distributed as

input tax credit of integrated tax to ev ery recipient;

() the input tax credit on account of central tax and State tax or Union
Territory tax shall,
(i) in respect of a recipient located in the same State or Union Territory  in which

the Input Service Distributor is located, be distributed as input tax credit of

central tax and State tax

(ii) in respect of a recipient located in a State

of the Input Service

or Union Territorytax  respectively;
or Union Territory other than that

Distributor, be distributed as integrated tax and the

amount to be so distributed shall be equal to the aggregate of the amount of
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input tax credit of central tax and State tax or Union Territory tax  that qualifies
for distribution to such recipient in acc ordance with clause (d);

(g) The Input Service Distributor shall issue an ISD invoice, as prescribed in

sub -rule (1) of rule invoice -7, clearly indicating in such invoice that it is issued

only for distribution of input tax credit.

(h) The Input Service D istributor shall issue an ISD credit note, as prescribed

in sub -rule (1) of rule Invoice -7, for reduction of credit in case the input tax
credit already distributed gets reduced for any reason.

(i) Any additional amount of input tax credit on account of i ssuance of a debit
note to an Input Service Distributor by the supplier shall be distributed in the

manner and subject to the conditions specified in clauses (a) to ( F) and the
amount attributable to any recipient shall be calculated in the manner
provided in clause (d) above and such credit shall be distributed in the month

in which the debit note is included in the return in FORM GSTR -6.

() Any input tax credit required to be reduced on account of issuance of a

credit note to the Input Service Distribu tor by the supplier shall be apportioned

to each recipient in the same ratio in which input tax credit contained in the

original invoice was distributed in terms of clause (d) above, and the amount so
apportioned shall be, -

(i) reduced from the amount to be distributed in the month in which the credit

note is included in the return in FORM GSTR -6; or

(i) added to the output tax liability of the recipient and where the amount so
apportioned is in the negative by virtue of the amount of credit under
distrib ution being less than the amount to be adjusted.

(2) If the amount of input tax credit distributed by an Input Service Distributor

is reduced later on for any other reason for any of the recipients, including that

it was distributed to a wrong recipient b y the Input Service Distributor, the
process prescribed in clause (j) of sub  -rule (1) shall, mutatis mutandis apply for
reduction of credit.

(3) Subject to sub -rule (2), the Input Service Distributor shall, on the basis of

the ISD credit note specified in clause (h) of sub -rule (1), issue an ISD Invoice
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to the recipient entitled to such credit and include the ISD credit note and the
ISD Invoice in the return in FORM GSTR -6 for the month in which such credit
note and invoice was issued.

5. Manner of claimi  ng credit in special circumstances

(1) Input tax credit claimed in accordance with the provisions of sub -section (1)
of section 18 on the inputs held in stock or inputs contained in semi -finished
or finished goods heldin stock, or the credit claimed on capital goods in
accordance with the provisions of clauses (c) and (d) of the said sub -section,

shall be subject to the following conditions -

(a) The input tax credit on capital goods, in terms of clauses (c) and (d) of sub -
section (1) of section 18, shall  be claimed after reducing the tax paid on such
capital goods by five percentage points per quarter of a year or part thereof

from the date of invoice or such other documents on which the capital goods

were received by the taxable person.

(b) The register ed person shall within thirty days from the date of his becoming
eligible to avail of input tax credit under sub -section (1) of section 18 shall
make a declaration, electronically, on the Common Portal in FORM GST ITC -
01 to the effect that he is eligible t o avail of input tax credit as aforesaid . (©)
The declaration under clause (b) shall clearly specify the details relating to the

inputs held in stock or inputs contained in semi -finished or finished goods

held in stock, or as the case may be, capital goods o}
() on the day immediately preceding the date from which he becomes liable to
pay tax under the provisions of th e Act, in the case of a claim under clause (a)

of sub -section (1) of section 18,

(i) on the day immediately preceding the date of grant of registration, in the

case of a claim under clause (b) of sub  -section (1) of section 18,
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(iif) on the day immediately preceding the date from which he becomes liable to
pay tax under section 9, in the case of a claim under clause (c) of sub  -section
(1) of section 18,

(iv) on the day immediately preceding the date from which supplies made by
the registered person becomes taxable, in the case of a claim under clause (d)

of sub -section (1) of section 18.

(d) The details furnished in the declaration under clause (c) shall be duly
certified by a practicing chartered account ant or cost accountant if the
aggregate value of claim on account of central tax, State tax ,Union Territory tax
and integrated tax  exceeds two lakh rupees.

(e) The input tax credit claimed in accordance with the provisions of clauses (c)
and (d) of sub -section (1) of section 18 (availability of credit in special
circumstances) shall be verified with the corresponding details furnished by the
corresponding supplier in FORM GSTR -1 or as the case may be, in FORM
GSTR- 4, on the Common Portal.

(2) The amount of credit in case of supply of capital goods or plant and
machinery, for the purposes of sub -section (6) of section 18, shall be calculated
by reducing the input tax on the said goods at the rate of five percentage points

for every quarter or part thereof from the date of issue of invoice for such goods

6. Transfer of credit o n sale, merger, amalgamation, lease or transfer of a
business

(1) A registered person shall, in the event of sale, merger, de -merger,
amalgamation, lease or transfer or change in ownership of business for any
reason, furnish the details of sale, merger, de -merger, amalgamation, lease or
transfer of business, in FORM GST ITC -02 electronically on the Common
Portal along with a request  for transfer of the unutilized input tax credit lying

in his electronic credit ledger to the transferee:
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Provided that in the  case of demerger, the input tax credit shall be apportioned

in the ratio of the value of assets of the new units as specified in the demerger
scheme.

(2) The transferor shall also submit a copy of a certificate issued by a practicing
chartered account or  cost accountant certifying that the sale, merger, de -
merger, amalgamation, lease or transfer of business has been done with a
specific provision for transfer of liabilities.

(3) The transferee shall, on the Common Portal, accept the details so furnished

by the transferor and, upon such acceptance, the un -utilized credit specified in
FORM GST ITC -02 shall be credited to his electronic credit ledger.

(4) The inputs and capital goods so transferred shall be duly accounted for by

the transferee in his books of  account.

7. Manner of determination of input tax credit in respect of inputs or
input services and reversal thereof

(1) The input tax credit in respect of inputs or input services, which attract the
provisions of sub -sections (1) or sub -section (2) of section 17, being partly used
for the purposes of business and partly for other purposes, or partly used for
effecting taxable supplies including zero rated supplies and partly for effecting
exempted supplies, shall be attributed to the purposes of business or for
effecting taxable supplies in the following manner, namely, -

(a) total input tax involved on inputs and input services in a tax period, be
denoted as O0T©0,;

(b) the amount of input tax, out of 6T0d,
intended to be used exclusively for purposes other than business, be denoted

as 060T16;

(c) the amount of I nput tax, out of O6Tao,
intended to be used exclusively for effecting exempt supplies, be denoted as
60T20;

(d) the amount of i nput tax, andibputedrviced Tob ,
which credit is not available under sub -section (5) of section 17, be denoted as
6T30;
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(e) the amount of input tax credit credited to the electronic credit ledger of

register ed person, be denoted as 6Cl106 and cal
Cl=T- (T1+T2+T3);

() the amount of input tax credit attributable to inputs and input services

intended to be used exclusively for effecting supplies other than exempted but

used exclusively in or in r elation to taxable supplies including zero rated
supplies, be denoted as 0T460;

(9) 6T10, 6T20, 6T306 and 6T486 shalll be det
person at the invoice level in FORM GSTR -2;

(h) input tax credit left after attribution of inp ut tax credit under clause (Q)

shall be called common credit, be denoted a
C2=C1 - T4

() theamount of input tax credit attributable towards exempt supplies, be

denoted as 0D186 and calcul ated as:

D1= (E+F) x C2

where,

0 E 0 tha aggregate value of exempt supplies, that is, all supplies other than

taxable and zero rated supplies, during the tax period , and

O0Fd i1 s the tiothalstat¢ ofrthreaegistered person during the tax

period:

Provided that where the registered person does not have any turnover during

the said tax period or the aforesaid information is not available, the value of

O6E/ F6 shall calcul ated by taking values of
which details of such turnover are availab le, previous to the month during

which the said value of O6E/F6 is to calcul a

Explanation : For the purposes of this clause, the aggregate value of exempt
supplies and total turnover shall exclude the amount of any duty or tax levied
under entry 84 of Li st | of the Seventh Schedule to the Constitution and entry
51 and 54 of List Il of the said Schedule.

() the amount of credit attributable to non -business purposes if common

inputs and input services are used partly for business and partly for non -
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business pur poses, be denoted as 06D260, and sh
C2; and

(k) the remainder of the common credit shall be the eligible input tax credit

attributed to the purposes of business and for effecting supplies other than

exempted but supplie s including zero rated supplies and shall be denoted as

al

060C386, -wher e,

Cz3 =C, - (D1+Dy);

hthe amount 6C306 shall be computed separatejy
tax, State tax, Union territory tax and integrated tax;

(m) the amount equalto aggregateof 6 D16 and 6D206 shall be adqde
tax liability of the registered person

Provided that where the amount of input tax relating to inputs or input services

which have been used partly for purposes other than business and partly for

effecting exempt supplies has been identified and segregated at invoice level by

the registered person, the same shall be i1incl
and the remaining amount of credit on such input s or input services shall be
included in 06T460.

(2) The input tax credit determined under sub -rule (1) shall be calculated

finally for the financial year before the due date for furnishing of the return for

the month of September following the end of the financial year to which such

credit relates, in  the manner prescribed in the said sub -rule and,

(a) where the aggregate of the amounts cal cjul
6D20 exceeds the aggregate of t herula@omnt s |de
respect of ©6D16 and 6D20d,dtstheoltputdax kakilsyof s hal | b

the registered person in the month not later than the month of September
following the end of the financial year to which such credit relates and the said

person shall be liable to pay interest on the said excess amount at the rate
specified in sub -section (1) of section 50 for the period starting from first day of

April of the succeeding financial year till the date of payment; or
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(b) where the aggregate of the amounts determined under sub
ofDDD 11X @aenad D
6D16

respect

in respect of

-rule (1) in
the aggregate of the
and 6D26¢6, such excess

the registered person in his return for a month not later than the month of

September following the end of the financi

Eg: Determination of Input credit at invoice level

al year to which such credit relates.

Denoted By/
Formula e Amount

Total Input tax involved on inputs 1,00,000
& input services in a tax period T
inputs & input services intended 15,000
to be used exclusively other than T1
tax purpose
inputs & input services intended 15,000
to be wused exclusively for
effecting exempt supplies T2
Inputs on which credit not 25,000
available T3
Taxable supplies including zero 20000
rated supplies T4
ITC amt credited to electronic C1 1,00,000 -
credit ledger Cl1=T- (15000+15000+25000)=

(T1+T2+T3) 45000
Common credit C2 45,000 -20000=

C2=C1-T4 25,000

Aggregate supplies other than 15,00,000
zero reated supplies E
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Total turnover

F

40,00,000

ITC attributable towards exempt

supplies

D1
D1=(E/F)*C2

15,00,000/40,00,000*25000
=9735

Inputs / input services Partly

25000*5/100=1250

used for business, partly for D2

personal purpose 5%

Eligible ITC attributed to the bus. 25000 -(9735+1250)=14,015
purpose for affecting taxable C3

supplies including zero rated C3=C2-

supplies (D1+D2)

Note : If there is any miscalculations it shall be calculated from the beginning and

shall be calculated finally for the financial year before the due date for filing

return for the month of September following the end of the financial year to which

such credit relates

8. Manner of determination of input tax credit in respect of capital goods

and reversal thereof in certain cases

(1) Subject to the provisions of

credit in respect of capital goods, which attract the provisions of sub

(1) and (2) of section 17

partly used for the purposes of business and partly

sub -section (3) of section 16, the input tax

(Apportionment of credits & blocked credits)

-sections
, being

for other purposes, or

partly used for effecting taxable supplies including zero rated supplies and
partly for effecting exempt supplies, shall be attributed to the purposes of
business or for effecting taxable supplies in the following manner, namely, -
(@) the amount of input tax in respect of capital goods used or intended to be

used exclusively for non -business purposes or used or intended to be used
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exclusively for effecting exempt supplies shall be indicated in FORM GSTR -2
and shall not be credited to  his electronic credit ledger;

(b) the amount of input tax in respect of capital goods used or intended to be

used exclusively for effecting taxable supplies other than exempted supplies
but including zero -rated supplies shall be indicated in FORM GSTR -2 and
shall be credited to the electronic credit ledger;

(c) the amount of input tax in respect of capital goods not covered under

clauses (a) and (b)), denoted as 06AO0, shal l

ledger and the useful life of such goods shall be taken as five years from the
date of invoice for such goods

Provided that where any capital goods earlier covered under clause (a) is

subsequently covered under this c¢cl ause, t he
reducing the input tax at the rate of five percentage points for every quarter or

part thereof and the amount O6Ad&8 shall be cr
Explanation: An item of capital goods declared under clause (a) on its receipt

shall notattract the provisions of sub  -section (4) of section 18 if it is subsequently

covered underthis clause.

(d) the aggregate of the amounts of 0AD0 cr
under c¢clause (c), to be denoted as 6Tcd, sh
capital goods for a tax period:

Provided that where any capital goods earlier covered under clause (b) is
subsequently covered under this clause (c), the wvalue of 0AD
reducing the input tax at the rate of five percentage points for every quarter or

part thereof shall be added to the aggregat
(e) the amount of input tax credit attributable to a tax period on common

capital goods during their ~ useful | i f e, be denoted as 6Tmd an
Tm= Tc+60
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() the amount of input tax credit, at the beginning of a tax period, on all
common capital goods whose useful life remains during the tax period, be

denoted as O6Trd and shal/l be the aggregate

(g) the amount of common credit attributable towards exempted supplies, be

denoted as 06Ted, and calcul ated as:
Te=(E+F) x Tr
where,

OED® i s the aggregat e v anhde euringfthe xperiogp t,amslup p | i

OF6 is the total turnover of the registered

Provided that where the registered person does not have any turnover during

the said tax period or t he aforesaid information is not available, the value of
OE/dhdlbe cal cul ated by taking values of OES®
which details of such turnover are available, previous to the month during
which the said val udatedf OE/ FO0 i s to calc
Explanation : For the purposes of this clause, the aggregate value of exempt
supplies and total turnover shall exclude the amount of any duty or tax levied

under entry 84 of List | of the Seventh Schedule to the Constitution and entry

51 and 54 of List Il of the said Schedule;

(h) the amount Te along with applicable interest shall , during every tax period

of the useful life of the concerned capital goods, be added to the output tax
liability of the person making such claim of credit.

(2) The amount Te shall be computed separately for central tax, State tax,

Union territory tax and integrated tax.

9. Manner of reversal of credit under special circumstances

(1) The amount of input tax credit, relating to inputs held in stock, inputs
contained in sem i-finished and finished goods  heldin stock, and capital goods
held in stock shall, for the purposes of sub -section (4) of section 18 or sub -

section (5) of section 29 (Special provisions relating to casual taxable person
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and non -resident taxable person) , shall be determined in the following manner

namely, -

(a) forinputs heldin stock, and inputs contained in semi -finished and finished
goods heldin stock, the input tax credit shall be calculated proportionately on
the basis of corresponding invoices on w  hich credit had been availed by the

registered taxable person on such input.

(b) for capital goods lying in stock the input tax credit involved in the remaining
residual life in months shall be computed on pro -rata basis, taking the residual

life as five years;

lllustration

Capital goods have been in use for 4 years, 6 month and 15 days.

The usefull remaining life in months= 5 months ignoring a part of the month

Input tax credit taken on such capital goods=C

Input tax credit attributable to remaining useful life=C multiplied by 5/60

(2) The amount, as prescribed in sub  -rule (1) shall be determined separately for
input tax credit of  Integrated tax and Central tax

(3) Where the tax invoices related to the inputs held in stock are not available,
the registered person shall estimate the amount under sub -rule (1) based on
the prevailing market price of goods on the effective date of occurrence of any of

the events specified in sub -section (4) of section 18 or, as the case may be,
sub -section (5) of section 29.

(4) The amount determined under sub -rule (1) shall form part of the output tax
liability of the registered person and the details of the amount shall be
furnished in  FORM GST ITC -03, where such amount relates to any event
specified in sub -section (4) of section 18 and in FORM GSTR -10, where such

amount relates to cancellation of registration.
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(5) The details furnished in accordance with sub -rule (3) shall be duly certified

by apracticing chartered accountant or cost accountant.

(6) The amount of input tax credit for the purposes of sub -section (6) of section
18 relating tocapital goods shall be determined in the same manner as
prescribed in clause (b) of sub -rule(1) and the amount shall be determined
separately for input tax credit of IGST and CGST.

Where the amount so determined is more than the tax determined on the
transaction value ofthe capital goods, the amount determined shall form part of

the output tax liability and thesame shall be furnished in FORM GSTR1.

10: Conditions and restriction in respect of inputs and capital goods sent

to the job worker

(1) The inputs , semi-finished or capital goods shall be sent to the job worker
under the cover of a challan issued by the principal, including where such

goods are sent directly to job  -worker.

(2) The challan issued by the principal to the job worker shall contain the

details specified in rule Invoice.8:

(3) The details of challans in respect of goods dispatched to a job worker or
received from a job worker  during a tax period shall be included in FORM
GSTR-1 furnished for that period.

(4) Wherethe inputs or capital goods are not returned to the principal within

the time stipulated in section 143 (Job work procedure) , the challan issued
under sub -rule (1) sh all be deemed to be an invoice for the purposes of th e Act.
Explanation. - For the purposes of this Chapter, -

(1) ocapital goodsd6é shall include oplant an
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Explanation :For the purposes of this Chapter, -

(1) ocapital goodso6 shall i nclude 0Optheant
Explanation to section 17;

(2) for determining the value of an exempt supply as referred to in sub -section

(3) of section 17: -

(a) the value of land and building shall be taken as the same as adopted for the

purpose of paying stamp duty; and

(b) the value of security shall be taken as one per cent. of the sale value of such

security.

REFUNDS UNDER GST

Introduction:
GST is said to me most awaited indirect tax reform in Independent India. The
process of refund under GST is simplified to a large extent, to ensure the

assessee does not have to run pillar to post to get his refund.

The refund can be claimed for o}
U Export of goods/ services including deemed exports.
U Credit accumulation due to inadvertent duty structure
U Excess paid of tax due to mistake
U Finalization of provisional assessment
U Refund of pre -deposit, in case assessee wins the case.
U0 Payment of excess tax durin g investigation.
U Refund on purchase made by Embassies and UN nation.
U Year-end volume based incentives provided by supplier through credit
notes.

U Tax refund for International tourist

Time limit for filing Refund Application:
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The refund application should b e filed to the proper officer within two years
from the relevant date as prescribed in the Goods and Service Tax Refund

Rules.

Relevant Date:  The relevant dates for filing refund application are as follows: -

a. Iftax paid on goods exported itself or tax paid on input or input services
then,

x Exported by sea or air ->date when the ship or the aircraft leaves
India;

x exported by land ->date when such goods pass the frontier;

x exported by post ->date of dispatch of goods by concerned Pos t
Office to a place outside India.

b. If Refund of tax paid on services exported itself or tax paid on
inputs/input service then,

c. If supply of goods is considered as deemed export ->the date on which
the return relating to such deemed exports is filed.

d. If goods returned for being remade, refined, reconditioned, or subjected
to any other similar process in any place of business -> the date of entry
for the purposes aforesaid at a place of business.

e. If the refund is as a consequence of judgment, decree, order or
direction  of Appellate authority, Appellate Tribunal or any Court -> date
of communication of such judgement/decree/order/direction

f. If refund of unutilized input tax credit due to exports -> end of the
financial year in which such claim for refund arise s; and

g. If the tax paid is provisionally  -> the date of adjustment of tax after the

final assessment.

Documents substantiating no unjust enrichment:
a. Certificate from Chartered Accountant or cost accountant based on
examination of books of accounts. If the refund claim amount is more

than or equal to Rs 2Lakhs.
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b. If the refund claim amount was less than Rs 2Lakhs, self -declaration
certificate.

Invoice Copy - Tax not charged in invoice

Customer ledger account.

Agreement copy.

= ® o o

Declaration from Customer.

Extract of finalized Refund Rules GST 0

The following is specified in final rules released in 17tMay 2017. These

are subjected to future changes if any

1. Application for refund of tax, interest, penalty, fees or any other

amount

(1) Any person, except the persons covered by notification issued under section

55, claiming refund of any tax, interest, penalty, fees or any other amount paid

by him, may file an application  electronically in FORM GST RFD -01 through the
Common Portal either directly or thr ough a Facilitation Centre notified by the
Commissioner:

Provided that any claim for refund relating to balance in the electronic cash

ledger in accordance with the provisions of sub -section (6) of section 49
(payment of tax, interest, penalty and other a mts) may also be made through
the return furnished for the relevant tax period in FORM GSTR -3or FORM

GSTR-4 or FORM GSTR -7, as the case may be:

Provided further that in case of export of goods, application for refund shall be

filed only after the export m  anifest or an export report, as the case may be, is
delivered under section 41 of the Customs Act, 1962 in respect of such goods:
Provided also that in respect of supplies to a Special Economic Zone unit or a
Special Economic Zone developer, the applicati on for refund shall be filed by
the supplier of goods after such goods have been admitted in full in the Special
Economic Zone for authorized operations, as endorsed by the specified officer

of the Zone:

167 |Page




Provided also that in respect of supplies to a Spec ial Economic Zone unit or a
Special Economic Zone developer, the application for refund shall be filed by

the supplier of services along with such evidence regarding receipt of services

for authorized operations as endorsed by the specified officer of the Zone:
Provided also that in respect of supplies regarded as deemed exports, the
application shall be filed by the recipient of deemed export supplies

Provided also that refund of any amount, after adjusting the tax payable by the
applicant out of the ad vance tax deposited by him under section 27 at the time

of registration, shall be claimed either in the last return required to be
furnished by him or only after furnishing of the said last return.

(2) The application under sub -rule (1) shall be accompani ed by any of the
following documentary evidences, as applicable, to establish that a refund is

due to the applicant:

(a) the reference number of the order and a copy of the order passed by the
proper officer or an appellate authority or Appellate Tribunal or court resulting
in such refund or reference number of the payment of the amount specified in

sub -section (6) of section 107 and sub -section (8) of section 112 claimed as
refund;

(b) a statement containing the number and date of shipping bills or bills of
export and the number and date of relevant export invoices, in a case where

the refund is on account of export of goods;

(c) a statement containing the number and date of invoices and the relevant

Bank Realization Certificates or Foreign Inward Remitt ance Certificates, as the
case may be, in a case where the refund is on account of export of services;

(d) a statement containing the number and date of invoices as prescribed in

rule Invoice.l along with the evidence regarding endorsement specified in th e
third proviso to sub -rule (1) in case of supply of goods made to a Special
Economic Zone unit or a Special Economic Zone developer;

(e) a statement containing the number and date of invoices, the evidence
regarding endorsement specified in the fourth pr oviso to sub -rule (1) and the

details of payment, along with  proof thereof, made by the recipient to the
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supplier for authorized operations as defined under the Special Economic Zone

Act, 2005, in a case where the refund is on account of supply of services made
to a Special Economic Zone unit or a Special Economic Zone developer:

(f) a declaration to the effect that the Special Economic Zone un it or the Special
Economic Zone developer has not availed of the input tax credit of the tax paid

by the supplier of goods orservices or both, in a case where the refund is on
account of supply of goods or services made to a Special Economic Zone unit or

a Special Economic Zone developer

(g) a statement containing the number and date of invoices along with such

other e vidence as may be notified in this behalf, in a case where the refund is

on account of deemed exports;

(h) a statement in Annex 1 of FORM GST RFD -01 containing the number and
date of invoices received and issued during a tax period in a case where the

claim pertains to refund of any unutilized input tax credit under sub -section
(3) of section 54 where the credit has accumulated on account of rate of tax on

inputs being higher than the rate of tax on output supplies, other than nil -
rated or fully exempt sup  plies;

(i) the reference number of the final assessment order and a copy of the said

order in a case where the refund arises on account of finalization of provisional
assessment;

() a statement showing the details of transactions considered as intra -State
supply but whichis subsequently held to be inter -State supply;

(k) a statement showing the details of the amount of claim on account of excess
payment oftax;

(N a declaration to the effect that the incidence of tax, interest or any other

amoun t claimed as refund has not been passed on to any other person, in a

case where the amount of refund claimed does not exceed two lakh rupees:

Provided that a declaration is not required to be furnished in respect of cases
covered under clause (a) or claus e (b) or clause (c) or clause (d) or clause (f) of

sub -section (8) of section 54;
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(m) a Certificate in Annex 2 of FORM GST RFD -01 issued by a chartered
accountant or a cost accountant to the effect that the incidence of tax, interest

or any other amount ¢ laimed as refund has not been passed on to any other
person, in a case where the amount of refund claimed exceeds two lakh rupees:
Provided that a certificate is not required to be furnished in respect of cases
covered under clause (a) or clause (b) or cI ause (c) or clause (d) or clause (f) of
sub -section (8) of section 54  (Refund) ;

Explanation .9 For the purposes of this rule,

(i) in case of refunds referred to in clause (c) of sub -section (8) of section 54,
Oinvoiced means i nvoi c eyvisiorscdntaimedin gegtiont3d 1 h e
Tax invoice) ;

(i) where the amount of tax has been recovered from the recipient, it shall be
deemed that the incidence of tax has been passed on to the ultimate consumer.

(3) Where the application relates to refund of i nput tax credit, the electronic
credit ledger shall be debited by the applicant in an amount equal to the refund

so claimed.

(4) In case of zero -rated supply of goods or services or both without payment of
tax under bond or letter of undertaking in accord ance with the provisions of
sub -section (3) of section 16 of the Integrated Goods and Services Tax Act,
refund of input tax credit shall be granted as per the following formula:

Refund Amount = (Turnover of zero  -rated supply of goods + Turnover of zero -
rated supply of services) x Net ITC +Adjusted Total Turnover

Where, -

(A) "Refund amount" means the maximum refund that is admissible;

(B) "Net ITC" means input tax credit availed on inputs and input services

during the relevant period,;

(C) "Turnover of zero-rated supply of goods" means the value of zero -rated
supply of goods made during the relevant period without payment of tax under

bond or letter of undertaking;
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(D) "Turnover of zero -rated supply of services" means the value of zero -rated
supply of s ervices made without payment of tax under bond or letter of
undertaking, calculated in the following manner, namely: -

Zero-rated supply of services is the aggregate of the payments received during

the relevant period for zero -rated supply of services and  zero-rated supply of
services where supply has been completed for which payment had been
received in advance in any period prior to the relevant period reduced by
advances received for zero -rated supply of services for which the supply of
services has not been completed during the relevant period;

(E) "Adjusted Total turnover" means the turnover in a State or a Union
territory, as defined under sub  -section (112) of section 2, excluding the value of
exempt supplies other than zero  -rated supplies, during the relevant period;

(F) ORelevant period6é means the period for
(5) In case of refund on account of inverted duty structure, refund of input tax

credit shall be grantedas per the following formula:

Maximum Refund Amount = {(Turnover of inverted rated supply of goods) x Net
ITC + Adjusted TotalTurnover} minus tax payable on such inverted rated

supply of goods

Explanation: The meaning of the term O0Net
shall have the samemeaning as assigned to them in sub -rule (4).

2. Acknowledgement

(1) Where the application relates to a claim for refund from the electronic cash

ledger, an acknowledgementin  FORM GST RFD -02 shall be made available to
the applicant through the Common Portal electronically, ¢ learly indicating the
date of filing of the claim for refund and the time period specified in sub -section
(7) of section 54 shall be counted from such date of filing

(2) The application for refund, other than claim for refund from electronic cash

ledger, shall be forwarded to the proper officer who shall, within fifteen days of

filing of the said application, scrutinize the application for its completeness and

where the application is found to be complete in terms of sub -rule (2), (3) and
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(4) of rule 1, an acknowledgement in FORM GST RFD -02 shall be made
available to the applicant through the Common Portal electronically, clearly
indicating the date of filing of the claim for refund and the time period specified
in sub -section (7) of section 54 shall be coun  ted from such date of filing
Provided that where the claim for refund of integrated tax is on account of
export of goods, the acknowledgment shall be issued within a period of three
days of filing of such claim.
(3) Where any deficiencies are noticed, the proper officer shall communicate the
deficiencies to the applicant in FORM GST RFD -03 through the Common
Portal electronically, requiring him to file a fresh refund application after
rectification of such deficie  ncies.
(4) Where deficiencies have been communicated in FORM GST RFD -03 under
the GST Rules of the State, the same shall also deemed to have been
communicated under this Rule along with deficiencies communicated under
sub -rule (3).
[CGST Rules]
(4) Wher e deficiencies have been communicated in FORM GST RFD -03 under
the CGST Rules, the same shall also deemed to have been communicated
under this Rule along with deficiencies communicated under sub -rule (3).
[SGST Rules]
3. Grant of provisional refund
(1) The provisional refund in accordance with provisions of sub -section (6) of
section 54 shall be granted subject to the conditions that the the person
claiming refund has, during any period of five years immediately preceding the
tax period to which the clai m for refund relates, not been prosecuted for any
offence under the Act or under an existing law where the amount of tax evaded
exceeds two hundred and fifty lakh rupees;
(2) The proper officer, after scrutiny of the claim and the evidence submitted in
sup port thereof and on being prima facie satisfied that the amount claimed as
refund under sub -rule (1) is due to the applicant in accordance with the

provisions of sub -section (6) of section 54, shall make an order in FORM GST
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RFD-04, sanctioning the amount of refund due to the said applicant on a
provisional basis within a period not exceeding seven days from the date of
acknowledgement under sub  -rule (1) or sub -rule (2) of rule 2.

(3) The proper officer shall issue a payment advice in FORM GST RFD -05 for
the amount sanctioned under sub  -rule (2) and the same shall be electronically
credited to any of the bank accounts of the applicant mentioned in his
registration particulars and as specified in the application for refund.

4. Order sanctioning refund

(1) Where, upon examination of the application, the proper officer is satisfied

that a refund under sub  -section (5) of section 54 is due and payable to the
applicant, he shall make an order in FORM GST RFD -06, sanctioning the
amount of refund to which the appli cant is entitled, mentioning therein the
amount, if any, refunded to him on a provisional basis under sub -section (6) of
section 54, amount adjusted against any outstanding demand under the Act or

under any existing law and the balance amount refundable:

Provided that in cases where the amount of refund is completely adjusted
against any outstanding demand under the Act or under any existing law, an

order giving details of the adjustment shall be issued in Part 6A of FORM GST
RFD -07 .

(2) Where the proper officer or the Commissioner is of the opinion that the
amount of refund is liableto be withheld under the provisions of sub -section
(10) or, as the case may be, sub -section (11) of section54, he shall pass an
order in Part B of FORM GST RFD -07 informing him the reasons for
withholdingof such refund.

(3) Where the proper officer is satisfied, for reasons to be recorded in writing,

that the whole or any part of the amount claimed as refund is not admissible or

is not payable to the applic ant, he shall issue a notice in FORM GST RFD -08
to the applicant, requiring him to furnish a reply in FORM GST RFD -09 within
fifteen days of the receipt of such notice and after considering the reply, make

an orderin FORM GST RFD -06, sanctioning the amoun t of refund in whole or

part, or rejecting the said refund claim and the said order shall be made
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available to the applicant electronically and the provision of sub -rule (1) shall,
mutatis mutandis, apply to the extent refund is allowed:

Provided that no application for refund shall be rejected without giving the
applicant a reasonable opportunity of being heard.

(4) Where the proper officer is satisfied that the amount refundable under sub -
rule (1) or (2) is payable to the applicant under sub -section (8) of section 48, he
shall make an order in FORM GST RFD -06 and issue a payment advice in
FORM GST RFD -05, for the amount of refund and the same shall be
electronically credited to any of the bank accounts of the applicant mentioned

in his registration partic  ulars and as specified in the application for refund.

(5) Where the proper officer is satisfied that the amount refundable under sub -
rule (1) or sub -rule (2) is not payable to the applicant under sub -section (8) of
section 54, he shall make an order in FORM GST RFD -06 and issue an advice
in FORM GST RFD -05, for the amount of refund to be credited to the

Consumer Welfare Fund.

5. Credit of the amount of rejected refund claim

(1) Where any deficiencies have been communicated under sub -rule (3) of rule
2, the amount debited under sub  -rule (3) of rule 1 shall be re -credited to the
electronic credit ledger.

(2) Where any amount claimed as refund is rejected under rule 4, either fully or

partly, the amount debited, to the extent of rejection, shall be re -credited to the
electronic credit ledger by an order made in FORM GST PMT -03.

Explanation .0 For the purposes of this rule, a refund shall be deemed to be
rejected, if the appeal is finally rejected or if the claimant gives an undertaking

in writing to the pr  oper officer that he shall not file an appeal.

6. Order sanctioning interest on delayed refunds

Where any interest is due and payable to the applicant under section 56, the
proper officer shall make an order along with a payment advice in FORM GST
RFD -05, specifying therein the amount of refund which is delayed, the period

of delay for which interest is payable and the amount of interest payable, and

such amount of interest shall be electronically credited to any of the bank
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accounts of the applicant ment ioned in his registration particulars and as
specified in the application for refund.

7. Refund of tax to certain persons

(1) Any person eligible to claim refund of tax paid by him on his inward
supplies as per notification issued section 55 shall apply for refund in  FORM
GST RFD -10 once in every quarter, electronically on the Common Portal, either
directly or from a Facilitation Centre notified by the Commissioner, along with

a statement of inward supplies of goods or services or both in FORM GSTR -11,
prepared on the basis of statement of outward supplies furnished by
corresponding suppliersin ~ FORM GSTR -1.

(2) An acknowledgement for receipt of the application for refund shall be issued

in FORM GST RFD -02.

(3) Refund of tax paid by the applicant shall b e available if -

(&) the inward supplies of goods or services or both were received from a
registered person against a tax invoice and the price of the supply covered
under a single tax invoice exceeds five thousand rupees, excluding tax paid, if

any;

(b) name and GSTIN or UIN of the applicant is mentioned on the tax invoice;

and

(c) such other restrictions or conditions as may be specified in the notification

are satisfied.

(4) The provisions of rule 4 shall, mutatis mutandis, apply for the sanction and
payment of refund under this rule.

(5) Where an express provision in a treaty or other international agreement, to

which the President or the Government of India is a party, is inconsistent with

the provisions of these rules, such treaty or international agreement shall

prevail.

8. Consumer Welfare Fund
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(1) All credits to the Consumer Welfare Fund shall be made under sub -rule (4)
of rule 4.

(2) Any amount, having been credited to the Fund, ordered or directed as
payable to any claimant by orders of the proper officer, appellate authority or

Appellate Tribunal or court, shall be paid from the Fund

5. Credit of the amount of rejected refund c laim
(1) Where any deficiencies have been communicated under sub -rule (3) of rule
2, the amount debited under sub -rule (3) of rule 1 shall be re -credited to the

electronic credit ledger.

(2) Where any amount claimed as refund is rejected under rule 4, ei ther fully or
partly, the amount debited, to the extent of rejection, shall be re -credited to the
electronic credit ledger by an order made in FORM GST PMT -03.

Explanation .0 For the purposes of this rule, a refund shall be deemed to be
rejected, if the ap peal is finally rejected or if the claimant gives an undertaking

in writing to the proper officer that he shall not file an appeal.

6. Order sanctioning interest on delayed refunds

Where any interest is due and payable to the applicant under section 56, the
proper officer shall make an order along with a payment advice in FORM GST
RFD -05, specifying therein the amount of refund which is delayed, the period

of delay for which interest is payable and the amount of interest payable, and

such amount of intere st shall be electronically credited to any of the bank
accounts of the applicant mentioned in his registration particulars and as
specified in the application for refund.

7. Refund of tax to certain persons

(1) Any person eligible to claim refund of tax paid by him on his inward
supplies as per notification issued section 55 (Refund in certain cases) shall
apply for refundin FORM GST RFD -10 once in every quarter, electronically on
the Common Portal, either directly or from a Facilitation Centre notified by the

Commissioner, along with a statement of inward supplies of goods or services
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or both in FORM GSTR -11, prepared on the basis of stateme nt of outward
supplies furnished by corresponding suppliers in FORM GSTR -1.

(2) An acknowledgement for receipt of the application for refund shall be issued

in FORM GST RFD -02.

(3) Refund of tax paid by the applicant shall be available if -

() the inwar d supplies of goods or services or both were received from a
registered person against a tax invoice and the price of the supply covered
under a single tax invoice exceeds five thousand rupees, excluding tax paid, if
any,

(b) name and GSTIN or UIN of the  applicant is mentioned on the tax invoice;
and

(c) such other restrictions or conditions as may be specified in the notification

are satisfied.

(4) The provisions of rule 4 shall, mutatis mutandis, apply for the sanction and
payment of refund under this rule.

(5) Where an express provision in a treaty or other international agreement, to
which the President or the Government of India is a party, is inconsistent with

the provisions of these rules, such treaty or international agreement shall

prevail.

8. Consumer Welfare Fund

(1) All credits to the Consumer Welfare Fund shall be made under sub -rule (4)

of rule 4.

(2) Any amount, having been credited to the Fund, ordered or directed as
payable to any claimant by orders of the proper officer, appellate authority or

Appellate Tribunal or court, shall be paid from the Fund

() to relax the conditions required for the period of engagement in consumer

welfare activities of an applicant;
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(k) to make guidelines for the management, administration and audit of the

Consumer Welfare Fund.

(9) The Central Consumer Protection Council and the Bureau of Indian
Standards shall recommend to the GST Council, the broad guidelines for
considering the projects or proposals for the purpose of incurring expenditure

from the Consumer Welfare Fund.

GST TRANSITION

COVERAGE:

A. Introduction

Important Transition provisions under GST
Action plan for business during transition
Tapping migration opportunities

Value addition for business and professionals

nmoow

Conclusion

. INTRODUCTION:
The industry as such is looking forward to migrate to GST by April 2017. In tax

laws the vigilant would get the most benefit. Those who are going to be liable
for the first time are ev  en more susceptible to adverse impact. It may happen
due to their goods/ services becoming liable, exemption available not available,

customer insisting on passing on credit.

. TRANSITIONAL PROVISIONS IN GST LAW
The GST Act (chapter XX) covering the provisions from 141to 142dealing with

transitional aspects. The same are explained in brief below

Transitional arrangements for input tax credit (Section 140):
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(1) A registered taxable person other than a person op ting to pay tax under
section 10 shall be entitled to take credit of CENVAT credit/Value Added Tax

credit carried forward in return furnished under earlier laws

Credit furnished under If, admissible under
g gl the GST law
earlier law

Credit available

Where registered person shall not be allowed to take credit in the following
circumstances, namely -
1 where the said amount of credit is not admissible as input tax credit
under this Act.

1 where he has not furnished all the returns required under the existing

law for the period of six months immediately preceding the appointed
date

1 where the said amount of credit relates to goods manufactured and
cleared under such exemption notifications as are notified by Central

Government.

lllustration & Assum ing, GST is coming into force from 1st July, 2017.

Ason30stJune, 2017, assesseedscenvat bal
yet utilized but is shown in the return.
In such a scenario, assessee can claim the credit of Rs.5 lakhs carried

forward in the return provided it is eligible credit under old law and GST law.

a

(2)Un-availed CENVAT credit on capital goods not carried forward in

earlier return
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1 A registered person -entitled to take credit of unavailed CENVAT credit
on capital goods, not carried forward in earlier return filed under the
earlier law or Act.

1 Above is subject to admissibility of the credit in the earlier law &

admissible as input tax credit under GST law.

Illustration d

X Ltd purchased amachinery worth Rs. lcrore in FY -16-17 of which Rs.10
Lakhs was paid as excise duty.

As per the cenvat credit rules, 50% of the cenvat credit on capital goods can be

claim on the 1 Styear itself and the remaining on the next years. Thus, A Itd
claim Rs. 5 lacs in the FY -16-17 and Rs. 5 lacs is to be claimed in the FY -17-

18.FromlstJuIy62017 GST Act comes into play. I
Rs. 5 lacs not claimed can be claim as credit under GST Act.

not under the composition scheme u nder the new law.

(3) Aregistered person: -

1 who was not liable to registration under earlier law or

1 Engaged in manufacture of exempted goods,/ providing exempted
services/ Works contract service and availing 26/12 benefit/ 1 ststage
dealer/ 2 ndstage dealer , but liable to registration under GST laws shall
entitled to take credit of eligible duties and taxes in respect of inputs held
in stock.

1 The above is subject to:
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Such inputs Taxable person| | Taxable person| | Such invoice Supplier of
wAre used for oEligible for ols in whre issued not | | Service
making input tax possession of earlier than wnot eligible for
taxable credit under invoice & 12 months any
supplies CGST Act other Docs as preceding the abatement
under earlier appinted day under GST
law
 Manner of availment of credit in case of non -availability  of

invoice/document  would be prescribed
1 However, if such duty paying documents are not available then such
credit at reduced rate as may be prescribed only when such benefits is

pass on to the consu mer.

lllustration - Suppose, GST Act came into force from 1st Juy 62017.

Ltd was a manufacturer of steel and pipes. However, under earlier law, ABC

Ltd was not required to take a registration or was engaged in
manufacturing of exempted goods thus maki ng them ineligible to claim the
credit of duties paid on inputs used in the manufacture of final products.
However, due to enforcement of GST law, they were liable to discharge the

duty on final products manufactured by them from 1 stJuly , itself on
supplie s of goods. In such a scenario, under GST law, ABC Ltd, would be
eligible to take credit of duty paid on inputs held in stock, inputs contained

in semi -finished goods or finished goods held in stockprovided certain
conditions stipulated under the new law a re satisfied provided it is eligible

credit under GST law.

(4) A registered person, who was engaged in the manufacture of non -exempted

as well as exempted goods under the Central Excise Act, 1944 or provisions of
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non -exempted as well as exempted services under Chapter V of the Finance
Act, 1994, shall be entitled to take, in his electronic credit ledger -
1 the amount of Cenvat credit carried forward in a return furnished under
the existing law by him in terms of sub - section 1
1 the amount of Cenvat credit of eligible duties in respect of inputs held in
stock and inputs contained in semi -finished or finished goods held in
stock on the appointed day, relating to exempted goods or services, in

terms of sub -section 3.

(5) Credit of elig ible duties & taxes in respect of inputs & input services
during transit
1 Aregistered person: -
A Credit in respect of inputs & input services received on or aft the
appointed date.
A Duty or taxed paid before appointed date.
A Invoice/ duty paying document - recorded in books of a/c's & within

30 days ( can be extended to another 30days)

(6) Registered person, who was either paying tax at a fixed rate or paying a
fixed amount in lieu of the tax payable under the existing law shall be entitled
to take, in his electronic credit ledger, credit of eligible duties in respect of
inputs held in stock and inputs contained in semi -finished or finished goods
held in stock on the appointed day subject to the following conditions, namely: o}
1 such inputs or goods are used or intended to be used for making taxable
supplies under CGST Act;
1 the said person is not paying tax under section 10 (i.e. Composition
scheme);
1 the said registered person is eligible for input tax credit on such inputs
under this  Act;
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1 the said registered person is in possession of invoice or other prescribed
documents evidencing payment of duty under the existing law in respect
of inputs

1 such invoices or other prescribed documents were issued not earlier than

twelve months immedia tely preceding the appointed day.

lllustration: ~ ABC Ltd, is clearing goods under composition scheme. Thereby, not
eligible to claim the credit on inputs held in stock and inputs contained in semi
finished goods and finished goods held in stock. Assuming the duty paid on the

inputs i.e raw materials is Rs.1 lakh.

Under the GST law, ABC Ltd., would be eligible to claim the credit of Rs.1 lakh
provided ABC Ltd., supplies the goods on paying duty under the normal levy and

(7) Input Service Distributor can distribute the credit on services received prior

to appointed day but invoices received after appointed day.

(8) Registered person in GST having centralized registration under existing law
can avail credit of the amount carried forward in a return as Cenvat credit
subject to condition that:
1 Return to be filed within 3 months from the date of appointed day
1 Revised return should not enhance the credit amount
1 The said credit amount should be admissible under GST law
The said credit can be transferred to any registered person having the same

PAN for which centralized registration was obtained.

Transitional provisions relating to Job work (Section 141):
(1) Any material sent on job work / testing, repair, reconditioning or any other

purpose to t he job worker, such material can be obtained without payment
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of duty within period of 6 months from the appointed day or the period
which is extended max upto 2 months. If such goods are not returned in
the above time then input credit will have to be reco vered in terms of
provisions of the law. (to be paid in cash but no credit can be taken of that

amount).

(2) Any material sent on job work / testing, repair, reconditioning or any other
purpose to the job worker, such material can be obtained without payment
of duty within period of 6 months from the appointed day or the period
which is extended max upto 2 months. If such goods are not returned in
the above time then input credit will have to be recovered in terms of
provisions of the law. (to be paid in cash but no credit can be taken of that

amount)

lllustration: 0 X @ manufacturer sent materials for job work/ testing before
1st July 2017 without payment of duty. If X has not received the said
materials within 31 st December 2017 /28 t Feb 2018, then, credit will have

to be recovered in terms of provisions of the law

(3) Excisable goods returned to place of business

Returned after 6 —_ Returned within 6

!

E
l
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[llustration: Assuming GST is rolled out with effect from 1 st July, 2017, and
ABC Ltd., removed the goods from the factory on 10 th January, 2017 to DEF
Ltd., paying duty of Rs.10 Lakhs.

DEF Ltd, found the goods to be defective and returned the same to ABC Ltd.,
on 15t February, 2017, in such a scenario, DEF Ltd., is not required to
discharge any duty on such returned goods provided such goods are

identifiable to the satisfaction of the proper officer. And ABC Ltd.,

However, if the goods are being returned after 6 months from the appointed
day i.e. 1 st July, 2017(a ssumed), tax shall be payable by ABC Ltd., if such

goods are liable to tax under the GST law.

(4) Job Worker can return the goods without payment of tax within or after
specified date provided job worker and the person who sent the goods on job

work declares the stock in the prescribed manner.
Miscellaneous transitional provisions (Section 142):

(1) Goods have been supplied to unregistered person and tax has been paid
thereon under the existing law can be return within the period of 6 months

from the appointed day without payment of GST. However, if it is returned by

the registered person it would be treated as fresh supply and GST would be

payable.

(2)(@) In case of upward revision of the prices under the previous contract,
debit note / supplementary invoice can be raised within period of 30 days of
such revision and payment of GST  would be applicabl e thereon.

(b) However, in case of downward revision , such taxable person will raise the
credit note in the prescribed manner within 30 days of the revision and reduce

the tax liability of GST subject to reducing the input tax credit to that extent.
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[llustration: Assuming GST comes into play on 1 stjuly, 2017, ABC Ltd,

entered into a contract with PQR Ltd on 1 stApril 2017 for consideration of
Rs.20 Lakhs in respect of which invoice is already issued. However, from
1stJuly , onwards, due to impact of GST consideration has increased to Rs.24
Lakhs . In such a scenario, ABC Ltd, could either raise a supplementary
invoice or a debit note of Rs.4  Lakhs on PQR Ltd.

(3) Any refund of claim filed under the earlier law would be dealt with
provisions of earlier law under the provisions of existing law other than the
provisions of sub -section (2) of section 11B of the Central Excise Act, 1944:and
refund would be granted in cash. However, if partial refund is granted the
balance refund would be lapsed. However, no such refund would be allowed if

input tax credit has been carried forward of the amount of such refund claim.

(4) Any claim of refund filed after appo  inted day against exports under the
earlier law would be dealt with provisions of earlier law and refund of CENVAT
credit would be granted in cash. However, if partial refund of CENVAT credit is
granted the balance refund  would be lapsed. However, no such refund would
be allowed if input tax credit has been carried forward of the amount of such

refund claim.

lllustration & M, an exporter of taxable services files an application for

refund of unutilized cenvat credit amounting to Rs. 25 lacs, under Rule 5 of

the Cenvat Credit Rules pertaining to the earlier quarter during the last

week of June 2017. The refund claimed would need to be processed as per
the provisions of the laws that were in force to which the refund relates to

and not under the GST laws. If the authorities, after verification find that

out of the Rs.25 lacs claimed as refund, only Rs.21 lacs is eligible for
refund, the authorities will sanction a refund in cash of this amount and the

balance of Rs.4 lacs shall lapse and will be a loss to M.
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(5) Every claim filed by a person after the appointed day for refund of tax
deposited under the existing law in respect of services not provided shall be
disposed of in accordance with the provisions of existing law and any amount
eventually accruing to him s hall be paid in cash, notwithstanding anything to
the contrary contained under the provisions of existing law other than the

provisions of sub -section (2) of section 11B of the Central Excise Act, 1944.

lllustration & X pays an advance of Rs.10 lacsto Y on 20 thJune 2017
against erection, commissioning or installation services to be carried out
during the 1 st week of July 2017. In the event GST is rolled out effective
1stJuly 2017, the service tax charged by Y on his invoice will be available to
X under the current laws in force and not under the GST law although the

service is rendered under the GST regime.

(6)(a)Any favorable order in appeal, revision, review or reference w.r.t. input tax
credit would be disposed of under the earlier law and it would be given in cash
and if it is rejected, no such input tax credit would be allowed. Moreover,
refund will not be gra nted in cash, if such amount is carried forward in
electronic credit ledger.

Any duty paid under earlier law as decided in the appeal proceedings,
such amount would be recovered as arrears of tax and no credit is admissible

under the GST regime, eve n if amount is recovered.

lllustration 66 A6 has filed an appeal contesting

Tax authorities. If the adjudicating authority decides that the amount becomes
recoverable from 6A6, the amount shall be
GST laws. However, if the amount is found to be admissible and results in a
refund to O60A06, the same shall be refunded
In both the scenarios, the amount shall not be allowed to be used a S input credit

under the GST laws.
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(b) Any favorable order in appeal, revision, review or reference w.r.t. input tax
credit would be disposed of under the earlier law and it would be given in cash
and if it is rejected, no such input tax credit would be allowed. Moreover,
refund will not be granted in cash, if such amount is carried forward in

electronic credit ledger

(7)(a) Any favorable order in appeal, revision, review or reference w.r.t. output

tax would be disposed of underthe earlier law and it would be given in cash
and if it is rejected, no such output tax would be allowed. Moreover, refund will
not be granted in cash, if such amount is carried forward in electronic credit

ledger.

(b) Any duty paid under earlier law as decided in the appeal proce edings, such
amount would be recovered as arrears of tax and no credit is admissible under

the GST regime, even if amount is recovered.

(8)(a) Where in pursuance of an assessment or adjudication proceedings
instituted, whether before, on or after the appo inted day, under the existing
law, any amount of tax, interest, fine or penalty becomes recoverable from the
person the same shall be recovered as an arrear of tax under this Act (unless
recovered under the existing law) and the amount so recovered shall n ot be
admissible as input tax credit under this Act.

(b) Where in pursuance of an assessment or adjudication proceedings
instituted, whether before, on or after the appointed day, under the existing

law, any amount of tax, interest, fine or penalty becomes refundable to the
taxable person, the same shall be refunded to him in cash under the said law,
notwithstanding anything to be refundable or CENVAT credit is found to be
admissible to any taxable person, the same shall be refunded to him in cash
under the existing law, notwithstanding anything to the contrary contained in

the said law other than the provisions of sub -section (2) of section 11B of the
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Central Excise Act, 1944 and the amount rejected, if any, shall not be

admissible as input tax credit under this Act.

(10) Under the old contract, if goods or services / both supplied after appointed

date, it would be in accordance with the GST law.

lllustraton 66 P& receives an order for provis

week before the introduction of GST. However, services under this contract
are provided by 6P06 in the GST regi me.

to tax under the provisions of the GST laws .

(11) In case of point of taxation, tax is paid under earlier law on goods or
services or both in such case, no GST would be applicable, even if such
supplies have been made thereafter on such amount on which tax has been

paid under the existing law.

(12) Goods sent on approval basis returned on or after the appointed day
Returned within 6 months

Returned after 6 months Goods on approval b.aS|s,. not
l later than 6 months is rejected l
No, tax on goods returned
Tax payable ¢by person returning such goods

* can be extended to 2

months

(13) In case of TDS, TDS is paid under earlier law on goods or services or both
in such case, no TDS would be applicable under the GST, even if such supplies
have been made thereafter on such amount on which tax has been paid under

the existing law.
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TRANSITIONAL PROVISIONS

1. Tax or duty credit carried forward under any existing law or on goods

held in stock on the appointed day

(1) Every registered person entitled to take credit of input tax under section
140 shall, within ninety days of the appoin ted day, submit a declaration
electronically in  FORM GST TRAN -1, duly signed, on the Common Portal
specifying therein, separately, the amount of input taxcredit to which he is

entitled under the provisions of the said section:

Provided that the Commission er may, on the recommendations of the Council,

extend the period of ninety days by a further period not exceeding ninety days.

Provided further that where the inputs have been received from an Export
Oriented Unit or a unit located in Electronic Hardware Technology Park, the
credit shall be allowed to the extent as provided in sub -rule (7) of rule 3 of the
CENVAT Credit Rules, 2004:

(2) Every declaration under sub  -rule (1) shall: -

1) in the case of a claim under sub  -section (2) of section140, specify separately
the following particulars in respect of every item of capital goods as on the

appointed day -

(i) the amount of tax or duty availed or utilized by way of input tax credit

under eac h of the existing laws till the appointed day, and
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(i) the amount of tax or duty yet to be availed or utilized by way of input

tax credit under each of the existing laws till the appointed day;

2) in the case of a claim under sub  -section (3) or the proviso the reto or clause
(b) of sub -section (4) or sub -section (6) or sub -section (8) of section 140, specify

separately the details of stock held on the appointed day;

3) in the case of a claim under sub  -section (5) of section 140, furnish the

following details i

(i) the name of the supplier, serial number and date of issue of the
invoice by the supplier or any document on the basis of which credit
of input tax was admissible under the existing law,

(i) the description and value of the goods or services,

(i) the quantity in  case of goods and the unit or unit quantity code
thereof,

(iv) the amount of eligible taxes and duties or, as the case may be, the
value added tax [or entry tax] charged by the supplier in respect of
the goods or services, and

(v) the date on which the receipt of goods or services is entered in the

books of account of the recipient.

(3) The amount of credit specified in the application in FORM GST TRAN -1
shall be credited to the electronic credit ledger of the applicant maintained in
FORM GST PMT -2 on the Common Port al.

(4) (@) (i) A registered person who was not registered under the existing law
shall, in accordance with the proviso to sub -section (3) of section 140, be
allowed to avail of input tax credit on goods (on which the duty of central

excise or, as the case may be, additional duties of customs under sub -section
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(1) of section 3 of the Customs Tariff Act, 1975, is leviable) held in stock on the
appointed day in respect of which he is not in possession of any document

evidencing payment of central excise duty.

(i) The input tax credit shall be allowed at the rate of sixty per cent. on such
goods which attract central tax at the rate of nine per cent. or more and forty
per cent. for other goods of the central tax applicable on supply of such goods
after the appointed date and shall be credited after the central tax payable on

such supply has been paid:

Provided that where integrated tax is paid on such goods, the amount of credit
shall be allowed at the rate of thirty per cent. and twenty per cent. respectively

of the said tax

(i) The scheme shall be available for six tax periods from the appointed date.

(b) Such credit of central tax shall be availed subject to satisfying the following

conditions, namely,

(i) such goods were not unconditionally exempt from the whole of the duty of

excise specified in the First Schedule to the Central Excise Tariff Act, 1985 or

were not nil rated in the said Schedule.

(i) the document for procurement of such goods is available with the registered
person.

(i) the registered person availing of this scheme and having furnished the

details of stock held by him in accordance with the provisions of clause (b) of

sub -rule (2) of rule 1, submits a statement in FORM GST TRAN 2 at the end of

each of the six tax periods  during which the scheme is in operation indicating

therein the details of supplies of such goods effected during the tax period.

(iv) the amount of credit allowed shall be credited to the electronic credit ledger

of the applicant maintained in FORM GST PMT -2 on the Common Portal.

(v) the stock of goods on which the credit is availed is so stored that it can be
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easily identified by the registered person.

2. Declaration to be made under clause (c) of sub -section (11) of section
142

Every person to whom the provision of clause (c) of sub -section (11) of section

142 applies, shall within a period of ninety days of the appointed day, submit a

declaration electronically in FORM GST TRAN -1 furnishing the proportion of

supply on which VAT or service tax has been paid befor e the appointed day but

the supply is made after the appointed day, and the ITC admissible thereon.

3. Declaration of stock held by a principal and job worker

Every person to whom the provisions of section 141 or sub -section (14) of
section 142  apply shal I, within ninety days of the appointed day, submit a
declaration electronically in FORMGST TRAN -1, specifying therein, the stock
of the inputs, semi -finished goods or finishedgoods , as applicable, held by him

on the appointed day.

4. Details of goods sent on approval basis

Every person having sent goods on approval under the existing law and to
whom sub -section (12) of section 142 applies shall, within ninety days of the
appointed day, submit details of such goods sent on approval in FORM GST
TRAN -1.

5. Recovery of credit wrongly availed
The amount credited under sub  -rule (3) of rule 1 may be verified and
proceedings under section 73 or, as the case may be, section 74 shall be

initiated in respect of any credit wrongly availed, whethe r wholly or partly

C. Action Plan for Business during Transition:
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a. Preliminary GST Impact Study: The introduction of GST would have huge

impact (could be positive or negative) on manufacturing, trading and service

industry. Manufacturing sector may find GSTOs introduction t
as cascading taxes would get reduced and overall tax payment would be less

compared present rate of taxes. For few services, it could be negative as rate

of GST could be 20 % which is higher than present service tax rate o f 15%.
Therefore, it is essential for the business entities to get preliminary GST

impact study done to ascertain the impact on the business. Presently, GST

law along with few reports on refund, payment, registration and returns are

available in public dom ain which could be relied on for impact study. The

impact study report would require be relooked once other regulations and

modified GST law is introduced.

b. Issues for representation: Industry specific possible issues that would

arise on GST implementation could be identified and collectively discussed
with the policy makers to iron out any possible hiccups on transition to GST

regime.

c. Effective implementation during transition  phase: Transition phase could

include identification of eligible credits, modification of contracts /
agreements, implementation of pricing and costing changes, modification of
ERPs considering GST requirements, training of vendors if necessary.
Effective and com prehensive ERP implementation would be inevitable as
GST would be administered through full automation and manual

intervention would be very less.

d. Documenting SOPs and training of staff for compliance: Initially there

would be lot of challenges for busines s entities in implementation of GST.
All important divisions of a business such as marketing, stores, finance /
accounts would be in need to understand the basics of GST as it is a new

law. Entities could face lot of challenges in transition phase. Operati on wise
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standard operating procedures (SOPs) could be made. Also, pro -actively
organising appropriate training programs for the staff could help the

business during this phase for smooth transition.

e. Good internal/  external teams of business consultants: A dedicated team

of internal/external knowledgeable employees/consultants comprising of a
senior member from the HO along with representatives from the tax, supply
chain and IT departments, could be built up to help the business during the

pre as well as pos t implementation phase of GST. Knowledge of implication
under direct tax / international taxation in addition to GST would be of a

great use. Business structuring / tax advice / guiding on development of
standard operating procedure etc. could be some of t he important focus

areas of these teams.

f. Reqular review of GST compliance: Business entities would have to

undertake regular reviews of compliances to ensure effective and accurate
compliance with respect to tax payments, availment of credits etc. In GST,
compliance would be a key for the assessee for availment of credits,
payment of taxes, taking deduction etc. There is a proposal to introduce
matching concept wherein the credit for the buyer would be allowed only if
taxes are properly reflected by the se ller and appropriately paid to

department by such seller.

g. Dispute avoidance and resolution : Initially there could be lot of disputes

in GST for which the GST council has to establish a mechanism for
resolution. Businesses would have to be gear up and pro -actively take steps

to handle such probable situations in future.

D. TAPPING MIGRATION OPPORTUNITIES

a. Opportunity to claim missed out credits of past:
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Segment A: Very diligent and forward thinking - who have already done or in
process of getting a GST Impact  Study done.
Segment B: Waiting for the GST Act & Rules to be put in place.

Segment C: Who will wake up in March or some even in Aprilll

In tax laws the vigilant would get the most benefit. However one can get
ready to smoothly move into GST without losin g out the vital credit which
goes to reduce the cost. Those who are going to be liable for the 1 st time are
even more susceptible to adverse impact. It may happen due to their
goods/ services becoming liable, exemption available not available,

customer in sisting on passing on credit.

The facility of availing credit of Excise duty and Service Tax paid on inputs,

input services and capital goods after migrating to GST is available under

Cenvat credit provisions. However, for this purpose, the ER -1 excise re turn
needs to be revised by end of calendar month in which the original ER -1
return if filed. Similarly, revision of ST -3 can be done within 90 days from

the date of filing original ST -3 returns by service providers. Time limits may

disable the credit avai Iment.

In GST regime, it is expected that there would be enabling facilities for

availing the credits missed out in the transition period. If this facility is not

provided, claiming of missed out credit amounts could be disputed.

Therefore, the manufactur  er and service provider who have in the past done

any of the following, may like to review the option of availing missed out

credits;

a. Credit reversed under protest for unlimited period

b. Credit reversed at the time of audit to buy peace. (If documentary
evid ence available, without time limit credit can be claimed)

c. Credit reversed erring on caution in respect of services like GTA

Outwards, Outdoor Catering Service, Group medi -claim Insurance,
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renting of immovable property on car parking and Cafeteria services.
Examine the eligibility and claim credit if eligible with intimation to
department.

d. Examine any excise duty / service tax credit missed on eligible Capital
goods, input and input services by way of reconciliation

e. Credit availment on rejection of Cenvat cr edit refund claim

f. Incorrect reversal of credit under Rule 6 of Cenvat credit provisions
considering gross trading -value as exempted value instead of
considering only margin or 10% of cost of goods involved in trading as
exempted value.

g. Job-work/Job -worker 6s Credit missed out

h. Credit missed at the time of import due to sub -contract service by

Custom House Agency (CHA).

The Cenvat credit on inputs and input services needs to be claimed within

one year. Therefore, this is one -time opportunity available by s  ubmitting a
ST-3 return for April 2016 to September 2016 with disclosure of eligible
credits from April 2015 onwards. If ST -3 return is already filed, option of
disclosure could be examined by filing revised return within 90 days from

the date of filing of original ST -3 return. Similar exercise could be done
considering the revised return option available in excise provisions and even

for the period October 2016 to March 2017.

Under VAT laws the period of revised return maybe confirmed as per the
State. Generally it is 6 months. However , if carry forward not done then the
refund in cash in State may have to be applied and that is expected to be
delayed and costly.

This exercise could be value additive to ensure that pre -GST credits are

available in fulla nd carry forwarded in full for utilization in GST regime.

TRANSITIONAL CHALLENGES UNDER GST
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1. What if any transitional aspect is not addressed in the GST law:

There are certain transitional aspects which are not addressed in the GST law.

For instance, Pr ovision for removal of inputs for job -work in the law does not

explicitly cover direct removal to job worker place from vendor locations and

also it does not cover direct dispatches of inputs by job -worker to the principals

customer after processing. There can be many more such prac
which GST law has not envisaged and hence not covered. Therefore, it poses a

challenge on the businesses as to treatment for such cases. Ideally, experts

view on the same can be taken and accordingly based on the risk involved

proper treatment must be given effect to. Further, the same can be intimated to

the department for records purpose.

2. What if certain transitional aspects are practically difficult to

implement:

There can be certain transitional aspects which would be more complex in a
practical scenario and there may not be only one view of the same. For
instance: Determining the quantum of availing credits based on stock or
determining the right pricing for good s/ services in the GST regime considering
the anti -profiteering measures. In such cases, businesses shall face challenge

in selecting the right approach. Further, the approach adopted may easily be
contradicted by the department. Therefore, in such scenari 0s businesses must
have proper documents, evidences in place and if possible get the same duly

certified by the competent authorities to establish its claim.

3. Updation of various GST laws for each state in a quick short time and
complying with the proc edural aspects of each state:

In embracing a change it becomes crucial for businesses and professionals to
stay connected with the change. Government officials are making the laws,
revised laws, rules, procedures, formats at a bullet speed. The thoroughly
revised and revamped GST Acthas been put up in the public domain as

recently as on 28% March 2017 . Further, upon approval by GST council, soon
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each state will come up with its own GST laws and there set of rules,
procedures etc. In such a fast moving pace , Its crucial for businesses and
professionals to stay brisk and updated with the current by having a
continuous learning and training system in place. Some master trainers must

be identified in each department who shall undertake in -depth training of the

changes and impart the same downstream.

4. Determining the right pricing - Anti -Profiteering:

Section 1 71 of the GST law specifically states that in case the Input Tax credit

in respect of inputs held in stock is taken then the benefit of the same must b e
passed on to the buyers. It shall be crucial for the businesses to quantify the

benefit and determine the commensurate reduction in pricing that would be
required to off -set the benefit. This shall be very complex aspect that the
businesses are going to face. The consequences of the same  would be faced at
the time of departmental audits in the GST regime. Therefore, due care needs

to be taken under the guidance of the professionals while dealing with such

loosely drafted provisions in the law without clea r guidance.

5. Dealing with un  -organized vendors/ customers - Can be obstacle in
smooth transition:

Constant communication with the vendors/ customers and their support is

very crucial in smooth transition. Carrying along the un -organized vendors into
the GST regime is a risky affair. Many aspects of the GST regime such as
matching concept, compliances e tc. would be perturb the business in GST
regime if the vendors are not organized. Therefore, the challenging task of the
vendor evaluation/ assessment and their preparedness for the GST must be
assessed well in advance during the transitional phase so that the loose link
the chain is not carried along to the GST regime. Vendors who understand can

pass on the benefit and ensure that the intermediate supplier is not out of

pocket when the customer reduces the prices.
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6. Nature and extent upto which ERP syste m must be tweaked:

Needs of the businesses from ERP shall undergo a change in the GST regime,
but the crucial decision making factor is to understand the nature and extent

of the tweaking to the ERP that is required to be done to atleast start with. It

shall be challenging f or the businesses to decide whether to totally migrate into
the new ERP or to completely over haul
various reports, formats, fields that needs to be changed in the existing ERP.
Various factors that may help in determin ing the same could be: Efficiency of
current package, Size of business, Time for transition to new ERP, Time left for
GST, Support from the ERP vendor etc. Based on these factors business must
take a decision as to what immediate changes in the ERP must be done to
ensure smooth flow of operations in GST with reduced manual efforts on

compliance.

. CONCLUSION:

A more harmonised taxation system, like a GST, restricts the freedom of
individual governments to deviate from a common tax structure. Given the
federal structure of India, harmonisation of tax rules and regulations is more
important than harmonisation of tax rates from a business perspective.

wouldbe Given the diversity involved in design and administration, an Indian
GST would be unigue. How successful it is in terms of compliance and revenue
mobilisation will largely depend on the provision of incentives for tax invoice

based transactions and the simplification of tax administration.
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MAINTENANCE OF BOOKS OF ACCOUNTS, INVOICE, D EBIT
NOTE AND CREDIT NOTES UNDER GST

Introduction:

I n recent decadeds mai ntenance of books
important. Initially the books of accounts were maintained manually, in the

present tax regime the same is preferred to be maintained i n computerised
system. In the GST law every transaction is to be recorded in online and even

the records are generally maintained in computerised system.

Books of Accounts and Records:

As per Section 35 of the GST law deals with accounts and records. As per said
section, every registered person shall keep and maintain his books of accounts

at his principal place of business (as mentioned in the certificate of

registration).

In case the taxable person has more than one place of business as mentioned
in certificate of registration, then accounts related to each place of business

should be maintained in respective places.

In the said section option to keep and maintain such accounts, records and
other particulars in electronic form is also provided. Accor dingly under GST
regime the registered person has the option to maintain the records in the

electronic form.

If the registered person has not maintained the books of accounts properly,
then the commissioner recording the reason in writing permit such pers on to

maintain accounts in such manner as may be prescribed.

Audit of books of accounts:
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As per proviso to section 35 provides that if the registered person turnover
cross prescribed limit, then he shall get his accounts audited by a chartered
accountant or a cost accountant and such audited report along with annual
return and a reconciliation statement, reconciling the value of supplies
declared in the return furnished for the year with the audited annual financial
statement is to be submitted to proper o fficer under GST. Further any other

document may also be prescribed in this regard.

Period of retention of accounts:

As per section 36 of GST law the registered person who is required to maintain
books of accounts as per section 35 is required to maintai n such records for a
period of 72 months from the due date of filing of Annual return for the year
pertaining to such accounts and records. In other words the books of accounts

are required to be maintained for a period of 6 years from the date of filing o
Annual return, it means totally the accounts need to be maintained for 7 years

of time.

In case of any pending appeal or revision or any other proceeding before
Appellant authority or tribunal or court, then the registered person shall

maintain books of accounts for one year after disposal of such case

Eg: The Appeal is pending before Tribunal for the period of 2007 and the
appeal disposed during April 2016. In this case the book of accounts for the

period 2007 is required to be maintained up to April 2 017.

Records to be maintained by a registered person:
As per section 35 of the GST law, the taxable person should keep the books for
the following transactions:

1. Production or manufacture of goods

2. Inward and outward supply of goods and/ or services,

3. Stock of goods,
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4. Input tax credit availed,

5. Output tax payable and paid,
The books for following transactions to be maintained in addition to the above;

6. Import/export of goods/services

7. Supplies attracting Reverse charge
Advances received/paid and adjustments made Apart from the above, the
following list may also require to be maintained for other purposes:

1. Records for receipt of goods and services from registered person

+

2. Records for receipt of goods and services from non -registered person
applicability of reverse  charge (if any).

Import of goods bill of entry and other related documents.

Returns, payment challans, debit note and credit notes.

Financial statements.

Electronic records.

Bank statements and pay -in slips

Records for manner of computation of GST liabili ty.

© © N o 00 bk~ W

Records for availment and utilisation of credit.
10. Daily sales record along with sales invoices.
11. GST reconciliation statement.
12. Electronic records of: -

a. tax liability register

b. credit register

c. cash ledger
13. Agreements.
14. Job work register.

15. Security Register.
Why record keeping is important?

Record keeping would help the registered person to face any kind of

departmental audit or objections. Further they would be above to provide
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proper clarification and supporting for their actions, if records are kept

properl .

Apart from the above, record keeping is important for better internal control

and also it helps in running the business smoothly.

The record keeping would also helps the registered person in preparation of
budget and planning or restructuring of any of the transactions. The MIS
reports prepared based on the records maintained would help the management

in taking purpose decisions.

Further the record keeping is compulsory as per as the records mentioned in
the section 35 of the GST law.

In the GST reg ime each and every activity is to be done through online and
hence record keeping is essential and more important is avoiding any kind of

crush of data etc.,

In recent decades maintains of records has been shifted from system of manual

recording to syste m of maintaining records in computerised mechanism.

There are many advantages as well as disadvantages in maintenance of records

in computers.

Tax Invoice

What is tax invoice? The tax invoice is the document issued or raised by the
supplier on the buyer or recipient. In case of goods, receipt of the same can be
proved with other documents like GRN etc., however with respect to supply of

service the invoice w ould play every important role.
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As per provisions of section 16 of GST law, one of the conditions to avail the
ITC is that, the registered person would be able to avail the benefit of input tax
credit only when he is in possession of:

- Tax invoice

- Debitno te

- Any other document as specified.

Hence the tax invoice plays major role in availment of ITC.

Section 31
Tax invoice
(1) A registered taxable person supplying taxable goods shall, before or at the
time of, -
(a) removal of goods for supply to the recipient, where the supply involves
movement of goods, or
(b) delivery of goods or making available thereof to the recipient, in any other
case, issue a tax invoice showing the description, quantity and value of goods,
the tax charged thereon and the part iculars as may be prescribed.
The Central/State Government may, on the recommendation of the
Council, by notification, specify the categories of goods and/or supplies in
respect of which the tax invoice shall be issued within such time as may be
prescribed .
(2)Similarly a registered taxable person supplying taxable services shall, before
or after the provision of service but within a period of 30 days within or 45 days
in case where supplier is an insurer, banking company, Financial Institution
from date of supply of service, issue a tax invoice(3) No invoice in case where
the value of goods/services or both is less than two hundred rupees.
Particulars of a tax invoice:

1. Name, address,GSTIN ofsupplier

2. Consecutive serial No. in one or multiple series

3. Name, address, GSTIN/UIN of recipient if registered
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4. If not registered and if value of taxable supply id more than fifty
thousand then name, address and address of delivery, name of state and
state code.

HSN/SAC as applicable

Description of goods/services&quantit y

Total value & Taxable value

Tax rate & amount of tax charged

© © N o 0

Place of supply [Place, State]

10. Signature of supplier [authorized representative]

Central/State Government may, on the recommendation of the

Council, by notification, specify the categories of services in respect of which
any other document issued in relation to the supply shall be deemed to be a

tax invoice, subject to conditions and limitations as may be prescribed.

(3) Notwithstanding above:

(a) a registered taxable person may, within 1 month from the date of
issuance of certificate of registration and in such manner as may be
prescribed, issue a revised invoice against the invoice already issued during the
period starting from the effective date of registration till the date of issuance of
certificate of registration to him;

(b) a registered taxable person supplying exempted goods and/or services

or paying tax under the composition levy shall issue, instead of a tax invoice, a

bill of supply containing such particulars and in such manner as ma y be
prescribed:

The registered taxable person need not issue a bill of supply if the value of the
goods or services supplied is less than Rs 200 except where the recipient of the
goods or services requires such bill.

(c) a registered taxable person shall, on receipt of advance payment with
respect to any supply of goods or services by him, issue a receipt voucher or

any other document, including therein such particulars as may be prescribed,

evidencing receipt of payment;
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(d) a registered taxable person wh 0 is liable to pay tax under sub  -section (3) or
sub -section (4) of section 9 shall issue an invoice in respect of goods or services
received by him on the date of receipt of goods or services from a supplierwho

is not registered under the Act.

(4) Continuo us supply of goods : Where successive statements of accounts or
successive payments are involved, the invoice shall be issued before or at the

time each such statement is issued or, as each such payment is received.

(5) Continuous supply of services

(a) where the due date of payment is ascertainable from the contract , the
invoice shall be issued before or after the payment is liable to be made by the
recipient but within a period prescribed in this behalf whether or not any
payment has been received by th e supplier of the service;

(b) where the due date of payment is not ascertainable from the contract ,
the invoice shall be issued before or after each such time when the supplier of
service receives the payment but within a period prescribed in this behalf;

(c) where the payment is linked to the completion of an event, the invoice
shall be issued before or after the time of completion of that event but within a

period prescribed in this behalf.

(6) Where the supply of services ceases under a contract before the
completion of the supply , the invoice shall be issued at the time when the
supply ceases (7) Goods sent on sale or approval basis . Notwithstanding

anything contained in sub  -section (1), where the goods (being sent or taken on
approval or sale or return or similar terms) are removed before it is known
whether a supply will take place, the invoice shall be issued before or at the
time when it becomes known that the supply has taken place or 6 months from
the date of removal, whichever is earlier.
Olaxin voice 6 s hal |l be deemed to include a documg
i. issued by an Input Service Distributor under section 21, and
J.  shall also include any revised invoice issued by the supplier in respect of

a supply made earlier
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In short as per section 31 of the GST law, every registered person shall issue

tax invoice containing the details as prescribed in the final rules: -

In case of supplying taxable goods, shall issue before or at the time of
supply

In case of supplying taxable service, shall issue within the prescribed
time (30 days / 45 days).

A registered taxable person may issue a revised invoice against the invoice

already issued during the period starting from the effective date of registration

till the date of issuance of certificate of registration to him.

A registered taxable person supplying non -taxable goods and/services or

paying tax under composition scheme (under section 10 of the GST law) shall

issue bill of supply instead of tax invoice containing the details prescribed.

The document issued by an Input Service Distributor under section 20 of the

GST Law and the supplementary or revised invoice issued by a supplier in

respect of supply made earlier is also treated as tax invoice.

Section 32: Prohibition of unauthorised collection of tax

A person who is not a registered taxable person shall not collect in respect of

any supply of goods and/or services any amount by way of tax under the

CGST/SGST Act and no registered taxable person shall make any such

collection except in accordance with the provisions of this Act and the rules

made thereunder.

Section 33: Amount of tax to be indicated in tax invoice and other

documents

Where any supply is made for a consideration, every person who is liable to

pay tax for such supply shall prominently indicate in all documents relating to

assessment, tax invoice and other like document.
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Other important points on invoice:

- As per section 68 (Inspection of goods in movement) of GST law the
CG/SG may prescribe the documents which are required to be carried by
the person in charge of conveyance if the value of such goods exceeds the
specified amount. . In this case compulsorily the invoice may be
prescribed as one of the document to carry the consignment of goods.

- Further the above documents are required to be shown to th e proper
officer under GST on request at any place. Hence it is very important to

carry invoice in case value of consignment exceeds the specifiedamount.

Section 34: Credit and debit notes
(1) Where:

1 a tax invoice has been issued for supply of any goods and/or services
and the taxable value and/or tax charged in that tax invoice is found to
exceed the taxable value
and/or tax payable in respect of such supply, or

1 where the goods supplied are returned by the recipient, or where services
supplied are found to be deficient

the registered taxable person, who has supplied such goods and/or services,

may issue to the recipient a credit note containing such particulars as may be
prescribed.

(2) Any registered person who issues a credit note in relation to a su pply of
goods and/or services shall declare the details of such credit note in the return

for the month during which such credit note has been issued but not later

than September following the end of the year in which such supply was made,

or the date of f iling of the relevant annual return, whichever is earlier , and the

tax liability shall be adjusted in the manner specified in this Act:

Reduction in output tax liability of the supplier shall not be permitted
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if the incidence of tax and interest on such supply has been passed on to
any otherperson.

(3) Where a tax invoice has been issued for supply of any goods or services or
both and the taxable value or tax charged in that tax invoice is found to be less

than the taxable value and/or tax payable in resp ect of such supply, the
taxableperson, who has supplied such goods and/or services, shall issue to the
recipient a debit note containing such particulars as may be prescribed.

60Debit Noted shall i nclude a supplementary
(4) Any registered taxable person who issues a debit note in relation to a supply
ofgoods or services shall declare the details of such debit note, in the return for

the month during which such debit note has been issued and the tax liability

shall be adjusted in the manner specifie d in this Act.

for the month during which such debit note has been issued and the tax

liability shall be adjusted in the manner specified in this Act.

GST FINALIZED RULES ON TAX INVOICE, DEBIT NOTE AND CREDIT NOTE
RELEASED ON 17t MAY 2017,
Chapter -

TAX INVOICE, CREDIT AND DEBIT NOTES

1. Tax invoice

Subject to rule 7, a tax invoice referred to in section 31 shall be issued by the

registered person containing the following particulars: -

a. name, address and GSTIN of the supplier;
b. a consecutive serial number not exceeding sixteen characters, in one or
multiple series, containing alphabets or numerals or special characters
hyphen or dash and sl-ashndymbol reepgeasi v

combination thereof, unique for a finan cial year;

210|Page

el



. date of its issue;

. hame, address and GSTIN or UIN, if registered, of the recipient;

. hame and address of the recipient and the address of delivery, along with

the name of State and its code, if such recipient is un -registered and

where the va lue of taxable supply is fifty thousand rupees or more;

HSN code of goods or Accounting Code of services;

. description of goods or services;

. quantity in case of goods and unit or Unique Quantity Code thereof;

total value of supply of goods or services or both;

taxable value of supply of goods or services or both taking into account

discount or abatement, if any;

rate of tax (central tax, State tax, integrated tax, Union territory tax or

cess);

amount of t ax charged in respect of taxable goods or services (central

tax, State tax, integrated tax, Union territory tax or cess);

. place of supply along with the name of State, in case of a supply in the

course of inter -State trade or commerce;

. address of delivery where the same is different from the place of supply;

. whether the tax is payable on reverse charge basis; and
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p. signature or digital signature of the supplier or his authorized

representative:

Provided that the Commissioner may, on the recommendations of the

Council, by notification, specify -

) the number of digits of HSN code for goods or the Accounting Code
for services, that a class of registered persons shall be required to

mention, for such period as may be specified in the said notification, and

(i) the class of registered persons that would not be required to
mention the HSN code for goods or the Accounting Code for services, for

such period as may be specified in the said notification:

Provided further that where an invoice is required to be issued under
clause (f) of sub -section (3) of section 31, it shall bear the signature or
digital signature of the recipient or his authorized representative:

Provided also that in case of export of goods or services, the invoice shall

camy an endorsement O0OSUPPLY MEANT FOR EXPC
| NTEGRATED TAX6 or OSUPPLY MEANT FOR EXP

LETTER OF UNDERTAKING WITHOUT PAYMENT OF INTEGRATED
TAXG, as the case may be, and shall

clause (e), contai n the following details:
() name and address of the recipient;
(i) address of delivery; and

(iif) name of the country of destination:

Provided also that a registered person may not issue a tax invoice in

accordance with the provisions of clause
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(b)of sub -section (3) of section 31 subject to the following conditions, namely: -
(@) the recipient is not a registered person; and
(b)  the recipient does not require such invoice, and shall issue a
consolidated tax invoice for such supplies at the close of each da y

in respect of all such supplies.

2. Time limit for issuing tax invoice

The invoice referred to in rule 1, in case of taxable supply of services, shall be

issued within a period of thirty days from the date of supply of service:

Provided that where the  supplier of services is an insurer or a banking
company or a financial institution, including a non -banking financial
company, the period within which the invoice or any document in lieu thereof

is to be issued shall be forty five days from the date of su pply of service:

Provided further that an insurer or a banking company or a financial
institution, including a non -banking financial company, or a telecom operator,
or any other class of supplier of services as may be notified by the Government
on the rec ommendations of the Council, making taxable supplies of services
between distinct persons as specified in section 25, may issue the invoice
before or at the time such supplier records the same in his books of account or

before the expiry of the quarter dur ing which the supply was made.

3. Manner of issuing invoice

(1) The invoice shall be prepared in triplicate, in case of supply of goods, in
the following manner. &
(@) the original copy being marked as ORIGINAL FOR RECIPIENT;
(b) the duplicate copy being marked as DUPLICATE FOR
TRANSPORTER; and
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(© the triplicate copy being marked as TRIPLICATE FOR SUPPLIER.

(2)  The invoice shall be prepared in duplicate, in case of supply of services,
in the following manner. -
(@) the original copy being marked as ORIGINAL FOR RECIPIENT; and
(b)  the duplicate copy being marked as DUPLICATE FOR SUPPLIER.
(3) The serial number of invoices issued during a tax period shall be
furnished electronically through the Common Portal in FORM GSTR -1.
4, Bill of supply
A bill of supply referred to in clause (c) of sub -section (3) of section 31 shall be

issued by the supp lier containing the following details: -

(&8 name, address and GSTIN of the supplier;
(b)  a consecutive serial number not exceeding sixteen characters, in

one or more multiple series, containing alphabets or numerals or

special characters -hyphen or dash and sl a&h

and o0/ érespectively, and any combi

financial year;

(c) date of its issue;

(d)  name, address and GSTIN or UIN, if registered, of the recipient;

(e) HSN Code of goods or Accounting Code for services;

)] description of goods or services or both;

(g)  value of supply of goods or services or both taking into account
discount or abatement, if any; and

(h)  signature or digital signature of the supplier or his authorized

representative:
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Provided that the provisos to rule 1 shall, mutatis mutandis, apply to the bill

of supply issued under this rule.

Provided furth er that any tax invoice or any other similar document issued

under any other Act for the time being in force in respect of any non -taxable

supply shall be treated as bill of supply for the purposes of the Act.

5. Receipt voucher

A receipt voucher referred to in clause (d) of sub -section (3) of section 31 shall

contain the following particulars:

€) name, address and GSTIN of the supplier;

(b) a consecutive serial number not exceeding sixteen characters, in

one or multiple series, containing alphabets or numerals or

special characters -hyphen or dash and sl atkh

and o0/ o6respectively, and any combi
financial year
(© date of its issue;
(d) name, address and GSTIN or UIN, if registered, of the recipient;
(e) description of goods or services;
() amount of advance taken;
(9) rate of tax (central tax, State tax, integrated tax, Union territory
tax or cess);
(h) amount of tax charged in respect of taxable goods or services
(central tax, State tax, integrated tax, Union territory tax or cess);
0] place of supply along with the name of State and its code, in case
of a supply in the course of inter ~ -State trade or commerce;
()] whether the tax is payable on reverse charge basis; and
(K) signature or digital signature of the supplier or his authorize d
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representative:
Provided that where at the time of receipt of advance,
0] the rate of tax is not determinable, the tax shall be paid at
the rate of eighteen per cent.;
(i) the nature of supply is not determinable, the same shall be

treated as inter -State supply.

6. Refund voucher

A refund voucher referred to in clause (e) of sub -section (3) of section 31 shall

contain the following particulars:

€) name, address and GSTIN of the supplier;
(b) a consecutive serial number not exceeding sixteen characters, in

one or multiple series, containing alphabets or numerals or

special characters -hyphen or dash and sl a&h

and o0/ o6respectivel vy, and any
finan cial year

(© date of its issue;

(d) name, address and GSTIN or UIN, if registered, of the recipient;

(e) number and date of receipt voucher issued in accordance with
provisions of sub - rule 5;

)] description of goods or services in respect of which refund is
made;

(9) amount of refund made,;

(h) rate of tax (central tax, State tax, integrated tax, Union territory

tax or cess);

0] amount of tax paid in respect of such goods or services (central

combi
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tax, State tax, integrated tax, Union territory tax or cess);

()] whether the tax is  payable on reverse charge basis; and
(K) signature or digital signature of the supplier or his authorized
representative.

7. Payment voucher

A payment voucher referred to in clause (g) of sub -section (3) of sectio

shall contain the following particular S:

€) name, address and GSTIN of the supplier if registered;

(b) a consecutive serial number not exceeding sixteen characters, in
one or multiple series, containing alphabets or numerals or
special characters -hyphen or dash and
and o0/ o6respectivel vy, and any
finan cial year

(© date of its issue;

(d) name, address and GSTIN of the recipient;

(e) description of goods or services;

() amount paid;

(9) rate of tax (central tax, State tax, integrated tax, Union territory

tax or cess);

(h) amount of tax payable in respect of taxable good S or services

(central tax, State tax, integrated tax, Union territory tax or cess);
0] place of supply along with the name of State and its code, in case

of a supply in the course of inter  -State trade or commerce; and

()] signature or digital signature of the supplier or his authorized
representative.
8. Revised tax invoice and credit or debit notes
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(1) A revised tax invoice referred to in section 31 and credit or debit note

referred to in section 34 shall contain the following particulars -

@ the wor d ORevised |l nvoi ceo, wher ev

prominently;
(b) name, address and GSTIN of the supplier;
(c) nature of the document;

(d) a consecutive serial number not exceeding sixteen characters, in

one or multiple series, containing alphabets or num erals or special
characters -hy phen or dash and sl agh asnyimb

o0/ 6respectively,, and any combi

financial year;

(e) date of issue of the document;

(H name, address and GSTIN or UIN, if registered, of the recipient;

() name and address of the recipient and the address of delivery,
along with the name of State and its code, if such recipient is un
registered,;

(h) serial number and date of the corresponding tax invoice or, as the
case may be, bill of supply;

() value of taxable supply of goods or services, rate of tax and the
amount of the tax credited or, as the case may be, debited to the
recipient; and

()  signature or digital signature of the supplier or his authorized

representative:

(2) Every registered person who has been gran  ted registration with effect
from a date earlier than the date of issuance of certificate of registration to

him, may issue revised tax invoices in respect of taxable supplies effected

during the period starting from the effective date of registration till the date of
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issuance of certificate of registration:

Provided that the registered person may issue a consolidated revised tax
invoice in respect of all taxable supplies made to a recipient who is not

registered under the Act during such period:

Provided further that in case of inter -State supplies, where the value of a
supply does not exceed two lakh and fifty thousand rupees, a consolidated
revised invoice may be issued separately in respect of all recipients located in a

State, who are not regi  stered under the Act.

(3) Any invoice or debit note issued in pursuance of any tax payable in
accordance with the provisions of section 74 or section 129 or section 130

shall prominently contain the words o0l NPUT

9. Tax invoice in  special cases

(1) An ISD invoice or, as the case may be, an ISD credit note issued by an

Input Service Distributor shall contain the following details: -

(&8 name, address and GSTIN of the Input Service Distributor;

(b)  a consecutive serial number not exceeding sixteen characters, in
one or multiple series, containing alphabets or numerals or special
characters hyphen or dash ando,sl alsh,
respectively, and any combination thereof, unique for a financial
year;

(c) date of its issue;

(d) name, addre ss and GSTIN of the recipient to whom the credit is
distributed;

(e) amount of the credit distributed; and

)] signature or digital signature of the Input Service Distributor or his
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authorized representative:
Provided that where the Input Service Distributor is an office of a banking
company or a financial institution, including a non -banking financial company,
a tax invoice shall include any document in lieu thereof, by whatever name
called, whether or not serially numbered but containing the information as

pre scribed above.

(2)  Where the supplier of taxable service is an insurer or a banking company

or a financial institution, including a non -banking financial company, the said
supplier shall issue a tax invoice or any other document in lieu thereof, by
whatever n ame called, whether issued or made available, physically or
electronically whether or not serially numbered, and whether or not containing

the address of the recipient of taxable service but containing other information

as prescribed under rule 1.

(3) Where the supplier of taxable service is a goods transport agency
supplying services in relation to transportation of goods by road in a goods
carriage, the said supplier shall issue a tax invoice or any other document in

lieu thereof, by whatever name called, ¢  ontaining the gross weight of the
consignment, name of the consignor and the consignee, registration number of
goods carriage in which the goods are transported, details of goods
transported, details of place of origin and destination, GSTIN of the person
liable for paying tax whether as consignor, consignee or goods transport

agency, and also containing other information as prescribed under rule 1.

(4) Where the supplier of taxable service is supplying passenger
transportation service, a tax invoice shall in clude ticket in any form, by
whatever name called, whether or not serially numbered, and whether or not
containing the address of the recipient of service but containing other

information as prescribed under rule 1.
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(5) The provisions of sub -rule (2) or sub -rule (4) shall apply, mutatis

mutandis,

rule 8.

to the documents issued under rule 4 or rule 5 or rule 6 or rule 7 or

10. Transportation of goods without issue of invoice

(2) For the purposes of

(@)

(b)
(€)
(d)

supply of liquid gas wher e the quantity at the time of removal from
the place of business of the supplier is not known,

transportation of goods for job work,

transportation of goods for reasons other than by way of supply, or

such other supplies as may be notified by the Board,

the consigner may issue a delivery challan, serially numbered not exceeding

sixteen characters, in one or multiple series, in lieu of invoice at the time of

removal of goods for transportation, containing the following details:

()

(if)
(iii)
(iv)
(v)

(vi)
(vii)

(viii)
(ix)

date and number of the delivery challan,

name, address and GSTIN of the consigner, if registered,

name, address and GSTIN or UIN of the consignee, if registered,
HSN code and description of goods,

guantity (provisional , where the exact quantity being supplied is
not known),

taxable value,

tax rate and tax amount 0 central tax, State tax, integrated tax,
Union territory tax or cess, where the transportation is for supply

to the consignee,

place of supply, in case of i nter -State movement, and

signature.
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The delivery challan shall be prepared in triplicate, in case of supply of goods,
in the following manner. @
(@) the original copy being marked as ORIGINAL FOR CONSIGNEE;
(b) the duplicate copy being marked as DUPLICATE FOR
TRANSPORTER; and

(© the triplicate copy being marked as TRIPLICATE FOR CONSIGNOR.

(3) Where goods are being transported on a delivery challan in lieu of
invoice, the same shall be declared in FORM [WAYBILL].

(4)  Where the goods being transported are for the purpose of supply to the
recipient but the tax invoice could not be issued at the time of removal of
goods for the purpose of supply, the supplier shall issue a tax invoice

after delivery of goods.

(5)  Where the goods are being transported in a semi knocked down or
completely knocked down condition,
(@) the supplier shall issue the complete invoice before dispatch of the
first consignment;
(b)  (b) the supplier shall issue a delivery challan for each of the
sub sequent consignments, giving reference of the invoice;
(c) each consignment shall be accompanied by copies of the
corresponding delivery challan along with a duly certified copy of
the invoice; and
(d) the original copy of the invoice shall be sent along with th e last

consignment.
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8.

Details of Credit/Debit Notes

(figures: in Bs)

GSTIN Type of note Debit Note/credit | Original Differenti Differential Tax
U (Debit/Credit) note Invoice al Value
Name (Plus or
of Minus)
recipie No. Date No. | Date IGST CGST SGST
d Bate | Amt | Bate [ Aot | Rate | Ao
(1) (2) (3) 4 (3 (6) (7 (8) @) | (0| (11) (12) (13}
Other than reverse charge
I I I I I I I I I I I I
Reverse charge
I I I I I I I I I I I I
7. Details of Credit/Debit Notes
(fizmres in Rs)
GST | Type of Debit Differe Differential Tax i Total Tax ITC available
N note Note/ Invoice ntial for | available as this month
(Debit credit Value C ITC
fCredit) note (Plus (select
or from
Minns) drop
No | Date | No. Date IGST |CGST |SGST |downas (IG |[CG |SG |IG | CGS | 5GS
inTable | 5T |ST [ST |ST|T |T
Ra|A |Ra|A |Ra|A |22V (A [Am|Am|A |Amt|Amt
te (mt (te |[mi |te |mi mit t mt
(n @& | @ 3) M (@ ajajapa) a4 | a | as| av)a a9 o
DIn[H|3 NI I18
Other than reverse
Reverse charge
| |
I I
Report No. (ii)  -ITC Mismatch Report
due to credit notes
As per Supplier
Sr | Supp | Suppl [Cre | Cre | HSN/ |Val | Output Tax reduced
No | lier's |ier's dit dit SAC ue IGST CGST SGST
GSTI | Name | not | Not of
N e e Cre
No. | Dat dit
e not |Ra |Amo |Ra | Amo |Ra | Amo
e te unt te unt te unt
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1 2 3 4 5 6 7 8 9 10 11 12 13

Output tax
liable to be
As per Receiver added
Cred | HSN/S |Val |ITC reduced
it AC ue IGS |CG | SG
Note IGST CGST SGST T ST ST
Date Ra |Amou |[Ra |Amou |Ra | Amou
te nt te nt te nt
14 15 16 17 18 19 | 20 21 |22 23 |24 25

CREDIT TRANSFER DOCUMNMETS:

Draft Rule for issue of Credit Transfer Document to be inserted in the

CENVAT Credit Rules, 2004 for transfer of cenvat credit paid on specified

goods available with a trader as on appointed date.

A.(1) A manufacturer who was registered under Central Excise Act, 1944
(hereafter referred asmanufacturer in this rule) may issue a document called
Credit Transfer Document to evidence payment of duty of excise specified in

the First Schedule to the Central Excise Tariff Act, 1985, paid on goods
manufactured and cleared by him before the date on which CGST Act, 2017
comes into force, under the cover of an invoice issued to a person who was not
registered under the Central Excise Act, 1944 but is registered under the
provisions of CGST Act, 2017 (hereafter referred to as dealer in this rule),

subject to following limitations, conditions and procedures to be followed -

() The value of such goods in higher than rupees twenty five thousand per
piece, bears the brand name of the manufa cturer or the principal

manufacturer and are identifiable as a distinct number such as chassis /
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engine no. of a car.

(i) Verifiable records of clearance and duty payment relatable to each piece
of such goods is maintained by the manufacturer and are made av ailable

for verification on demand by a Central Excise officer.

(i) The Credit Transfer Document shall be serially numbered and shall
contain the Central Excise registration number, address of the concerned
Central Excise Division, name, address and GSTIN nu mber of the person
to whom it is issued, description, classification, invoice number with date
of removal, mode of transport and vehicle registration number, rate of
duty, quantity, value and duty of excise specified in the First Schedule to
the Central Ex cise Tariff Act, 1985 paid thereon.

(iv) The manufacturer is satisfied that the dealer to whom Credit Transfer
Document is issued is in possession of such manufactured goods in the

form in which it was cleared by him.

(v) Credit Transfer Document shall be issued within 30 days of the
appointed date on which CGST Act, 2017 comes into force and copy of
the corresponding invoices shall be enclosed with the Credit Transfer

Document.

(vi)Copies of all invoices relating to buying a nd selling from manufacturer to
the dealer, through intermediate dealers, is maintained by the dealer

availing credit using CTDs.

(vii) CTD shall not be issued in favour of a dealer to whom invoice was

issued for the same goods before the appointed date.

(vii) A dealer availing credit using Credit Transfer Document on
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manufactured goods shall not be eligible to avail credit under provision
of rule 1(4) of Transition Rules made under CGST Act, 2017 on identical
goods manufactured by the same manufacturer available in the stock of

the dealer.

(i) The dealer availing credit on the basis of Credit Transfer Document shall
, at the time of making supply of such goods, mention the corresponding
Credit Transfer Document number in the invoice issued by him under
section 31 o fthe CGST Act, 2017.

(2) Where a manufacturer issues a Credit Transfer Document such that credit of
central tax is availed twice on the same goods under the provisions of CGST
Act, 2017 and the rules made thereunder, he shall be jointly and severally
responsible for excess credit availed by the dealer and provisions for recovery
of credit, interest and penalty under the CENVAT Credit Rules, 2004 shall

apply mutatis -mutandis on such manufacturer.

(3) A manufacturer issuing a Credit Transfer Document shall submit details
thereof in table 1 of TRANS 3 on common portal within sixty days of the

appointed date.

(4) A dealer availing credit on Credit Transfer Document shall submit details
thereof in table 2 of TRANS 3 on common portal within sixty days of the
appointed date.

(5) Manufacturer issuing CTD shall maintain record in the form TRANS 3A and
such record shall be made available to the Central Excise officer for

verification on demand.

(6) Dealers availing credit on CTDs shall maintain record in the form TRANS 3B

and such record shall be made available to the Central Excise officer for
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verification on demand.

[Note: Rule 9 of the CENVAT Credit Rules, 2004 shall be also amended to
include Credit TransferDocument in the list of documents using which credit
can be availed subject to the condition that such Credit Transfer Document is

issued after the appointed dat e and within thirty days of the appointed date ]
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REGISTRATION

Introduction

It is well known that after introduction of GST, whole India would be come
one market and there  would be free flow of goods, services and input tax
credit from one place to another. From taxpayers point of view registration is

one of the important factors to proceed with GST.

The provision relating to registration is covere d under the Chapter VI of
Goods and Service Tax Act 2016. Further government has published

business process for registration and final GST registration rules.

The following formats are as per GST final formats released in 17th May
2017 however as per the final rules and formats  released on 17tMay 2017 .
Reading these rules and business process for registration is much easier

and everything is online and no need of submitting the documents manually

in case need arises physical verification would be carried.

Who needs to be registered under GST Regime?

There would be a threshold of aggregate Turnover of Rs. 20 Lakhs and Rs.10
lakhs for states specified in Sub  -clause (g) of Clause (4) of Article 279A of
the Constitution and Special category states below which any person
engaged in taxable supply of Goods or Services o r both will not be required
to take registration. Supplier shall not be liable to register if his aggregate
turnover consists of only goods and/or services which are not liable to tax
under this Act or wholly exempted or if he is an agriculturist, for the

purpose of agriculture.
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Once a supplier of goods/services crosses the required threshold
registration application must be filed within 30 days from the date of the
supplieros i ability for obtaining such
casual taxable person or a non -resident t axable person then he shall apply

of registration at least five days prior to commencement of business. The

threshold shall include all supplies made by the taxable person, whether on

his own account or made on behalf of all his principals.

Earlier the S tates were demanding separate threshold for individual State
but it was opposed by the representatives of Union Government. Further
any person, who holds registration or a licence under earlier law
immediately preceding the appointed day, shall be liable t o0 be registered

under this Act with effect from appointed day.

Where business is transferred on account of succession or otherwise, to
another person as a going concern, the transferee, or the successor shall be
liable to be registered with effect from th e date of such transfer or

succession.

The voluntary registration and composition scheme shall also be
incorporated under GST with almost same principals prevailing under
various State laws. Irrespective of turnover, if a taxable person carries out
any in ter-state supply and/or is liable to pay GST under reverse charge, he
would be compulsorily required to take registration. Such person shall

neither be eligible for exemption threshold nor for Compounding scheme.

Following table provides who has to compu Isorily register under GST
1 Interstate supply

2 Casual taxable person

3 Person liable for payment of GST under Reverse charge
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4 Non-resident taxable person

5 Person required to deduct tax

6 Person required to collect tax

7 Person supplying goods on behalf of other taxable person as an
agent or otherwise

8 Input service distributor

9 Electronic commerce operator.

10 Person who supply goods and/or services, other than branded
services, through electronic commerce operator

11 Online information and database access or retrieval services from
a place outside India to a person in India other than registered
person

12 Such other person as may be notified

How to apply for registration Any supplier before applying for registra tion,

declare his PAN, mobile number and e  -mail address in Part A of FORM GST
REG-01 on the common portal either directly or through a Facilitation
Centre.

0 The PAN shall be validated online by the common portal from

database maintained by CBEC

0 The Mobile n umber shall be verified through a one -time password.
0 The e-mail address shall be verified through a separate one -time
password.
On successful verification of the PAN, mobile number and e -mail address,
an application reference no shall be generated and communicated to the
applicant.

Using the above reference number the application shall be submitted
electronically in part -B of Form GST REG 01, duly signed orverified through
electronic verification code (EVC)  along with documents specified in the said
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Form, after submitting the documents the acknowledgment would be
received electronically in FORM GST REG  -02.

Person applying for registration as a casual taxable person shall be given a
temporary identification number by the common portal for making advance
deposit and acknowledgment shall be issued electronically. The casual
taxable person shall make on advance deposit of tax in an amount
equivalent to the estimated tax liability during the period which registration

is sought.

After submission of applicatio n and documents electronically, the same
would be forwarded to proper officer who shall examine the application and
documents, if the same are found to be in order, approve the grant of
registration to the applicant within three common working days from th e
date of submission. The application submitted is found to be deficient,
either in terms of any information or any documents or officer requires any
clarification with regard to any information provided in the application or
documents furnished, he may so intimate to the applicant electronically in
FORM GST REG 03 within 3 common working days and applicant shall
furnish electronically such clarification, information or documents sought,

in FORM GST REG -04 within 7 workings days from the date of receipt of
such intimation. After satisfying with the clarification, information or
documents furnished, he may approve the grant of registration to the
applicant within seven common working days after such clarification or

information or document received.

If officer not satisfied with the clarification, information or documents
furnished, he shall, for reasons to be recorded in writing, reject such
application and inform the applicant electronically in FORM GST REG -05.
If officer fails to take any action, with in 3 common working days from the

date of submission of application, within 7 workings days from the date of
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receipt of clarification, information and documents furnished, the
application for grant of registration shall be deemed to have been approved.

If the application is not rejected in FORM GST REG 05 a certificate of
registration in FORM GST REG 06 for the principal place of business and for
every additional place of business shall be made available to the applicant.

The registration is effective from the date on which the person becomes
liable to registration where the application for registration has been
submitted within 30 days from such date. If application for registration has

been submitted by the applicant after thirty days from the date of his
becoming liable to registration, the effective date of registration shall be the

date of grant of registration.

Separate registration for multiple business verticals within a state.

Person having multiple business verticals within a state, requiring a
separate registration for any of its business verticals shall be granted
separate registration in respect of each of the verticals subject to following
conditions:

0 Business vertical - shal | have the meaning assigjne
segment in accounting standar d 17 issued by the institute of
Chartered accountant of I ndi ad.

0 No business vertical of a taxable person shall be granted registration to
pay tax under composition dealer if any of the other business verticals
of the same person paying tax under regular sc heme.

i If any one of business vertical becomes ineligible to pay tax under
composition scheme, all other business verticals of the said person
shall become ineligible to pay tax under composition scheme.

U The business verticals if supply goods/services to an other business
vertical shall issue tax invoice for such supply.

The business verticals may file separate registration application in FORM

GST REG 01 in respect of each such vertical.
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Registration to persons required to deduct tax at source or collect tax
at source
Person required deduct tax at source under sub -section (1) of section51, or
person required to collect tax at source under sub -section (1) of section 52
shall electronically apply in FORM GST REG -07 for grant of registration.

After due veri fication officer, should issue registration certificate in FORM

GST REG 06 within 3 working days from the date of submission of
application.

Upon an enquiry or pursuant to any other proceedings, the proper officer is
satisfied that the certification of reg istration has been issued is no longer
liable to deduct tax at source under section 51or collect tax at source under

section 52 (Collection of tax at source) , the officer may cancel the
registration issued and such cancellation shall be communicated to the said
person in FORM GST REG -08 without giving notice or without giving the
persona reasonable opportunity of being heard the officer shall not cancel

the registration .

Assignment of unique identity number to certain special entities

Person required to o btain Unique identity number i.e. specialized agency of
the United organization or any Multilateral Financial Institution and
Organization notified under the united Nations (privileges and Immunities)

Act 1947 (46 of 1947), Consulate or Embassy of foreign countries and any
other person or class of person as may be notified, may apply, electronically

in FORM GST REG -12, duly verified in the manner specified.

Upon submission of the application in FORM GST REG 12 the officer may
assign a unique identity number to the said person and issue a certificate in
FORM GST REG -06 within 3 common working days from the date of

submission of application.
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Grant of registration to non -resident taxable person

Non-resident taxable person shall electronically apply for regi stration, duly
signed in FORM GST REG -09, at least 5days prior to commencement of the
business. Non -resident taxable person will receive temporary reference
number for making an advance deposit of tax and the acknowledgment shall
receive thereafter. Shall make an advance deposit of tax in an amount
equivalent to the estimated tax liability of such person during the period for

which registration is sought. Other provision related to registration and
verification will apply mutatis mutandis. He can extend the period by filing
application in Form GST REG -11before the end of the validity of registration

granted to him.

FORM GST REG 10 is issued for Application for registration of person
supplying online information and data base access or retrieval services from

a place outside India to a person in India, other than a registered person

Amendment to registration

If there is any change in any of the particulars furnished in the application

for registration in FORM GST REG 01, REG -07, REG09,REG 09 0orREG1 O
or for UIN in FORM GST REG 13 , either at the time of obtaining registration

or as amended from time to time, the registered taxable person shall, within

15 days of such change, submit an application electronically in FORM GST
REG-14, electronically along wi  th documents relating such change.

U Where changes relates to the legal name of business, principal place
of business and details of partners or directors, karta, managing
committee, board of trustees, chief executive officer or equivalent,
responsible for d ay to day affairs of the business which does not
warrant cancellation of registration. The officer shall approve the
amendment within 15 common workings days from the date of receipt

of application in FORM GST REG 1 4 after due verification and on
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being sat isfied about the need to make amendment and issue an order
in FORM GST REG -15 electronically.

U Change relates to other than those specified above, the certificate of
registration shall stand amended upon submission of the application
in FORM GST REG 1 4. Any change in Mobile number or the e  -mail
address of authorized signatory submitted initially shall be carried out
only after online verification.

U Change in constitution of any business results in change of PAN of

registered taxable person shall apply for fre sh registration.

The proper officer believes the amendment sought is either not warranted or

the document furnished therewith is incomplete or incorrect, he may by
notice in FORM GST REG -03 within 15 common workings days from the
date of receipt of the ap plication in FORM GST REG 14 the taxable person
requires to show cause, within 7 common working days of the service of the

said FORM GST REG -03, as to why the application submitted shall not be
rejected. Shall file a reply to the notice to show cause in FO RM GST REG 04
within 7 days of the receipt of the said notice.

If officer not taken any action - within 15 days of application or within 7 days
from the receipt of clarification, information or documents furnished, the
certificate of registration shall stand amended to the extent applied for and

the amended certificate shall be made available.

Suomoto Registration

During any survey, inspection, search, enquiry or any other proceeding

under the Act, the officer finds that a person liable to registration under the
Act has failed to apply for such registration, such officer may register the

person on a temporary basis and issue an order in FORM GST REG 1 2, the

registration is effective from the date of order of registration.
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the person to whom a temporary r  egistration has been granted, within
90days from the date of the grant of such registration file an application for
registration, unless the said the person has filed an appeal against the grant

of temporary registration, in which the application for regis tration shall be
submittedwithin30 days after the date of the issuance of order upholding

the liability to register by the appellate authority.

The verification and issuance of certificate of registration shall apply mutatis
mutandis, further GSTIN assigned pursuant to verification shall be effective

from the date of order of registration.

Application for Cancellation of registration

Registered taxable person seeking cancellation of his registration shall
electronically apply in FORM GST REG 1 6 including the details of closing
stock and liability thereon and may furnish, along with application, relevant
documents in support thereof. Application for cancellation registration shall

not be considered in case of a taxable person, who has registered
volun tarily, before the expiry of a period of one year from the effective date of
registration.

The officer has reason to believe that the registration of a person is liable to

be cancelled, he may issue a notice to in FORM GST REG 1 7, to show cause
in FORM GS T REG-18 within seven days as to why his registration should

not be cancelled. The officer satisfied that a taxable person who has applied

for cancellation of his registration is no longer liable to be registered or his
registration is liable to cancelled he may, by issue of an order in FORM GST
REG-19 to be passed within 30 days from the date of application or as the

case be the date of reply to the show cause issued, cancel the registration,

with effect from a date to be determined by officer and notify t he taxable
person, directing him to pay arrears of any tax, interest or penalty including

the amount liable to be paid.
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If the officer is satisfied with the reply made to show cause, then he shall
drop the proceedings by passing an order in FORM GST REG 20
Further the above provision shall apply mutatis mutandis to the legal heirs
of a deceased proprietor, as if the application had been submitted by the

proprietor himself.

Revocation of cancellation of registration

A taxable person, whose registration is ¢ ancelled by the officer on his own
motion, may apply for revocation of cancellation of registration in FORM

GST REG-21, to such officer, within 30 days from the date of service of the

order of cancellation of registration. No application for revocation sha Il be
filed if the registration has been cancelled due to failure to furnish returns

unless such return filed and amount due as tax in terms of such returns

has been paid along with interest and penalties and late fee payable.

If officer satisfied with rea son to be recorded in writing, that there are
sufficient grounds for revocation of cancellation of registration, he shall
revoke the by on order in FORM GST REG  -22 within 30 days from the date

of receipt of such application and communicate the same. The of ficer, for
reasons recorded in writing by an order in FORM GST REG -05 reject the
application for revocation of cancellation of registration and communicate

the same to the applicant.

The officer before passing the order to reject the application of revocat ion,
shall issue notice in FORM GST REG 2 3to show cause as to why the
application for revocation cannot be rejected for which applicant shall reply

in FORM GST REG -24 within 7 common working days from date of services

of the notice.

The officer after recei pt of clarification/information in FORM GST REG 2 4

has to dispose of the application within 30 days.

Migration of existing registrants:
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The Dealers registered under VAT laws of various States and registered
under Service Tax or Central Excise would be granted registration on a
provisional basis and certificate of registration in FORM GST REG -25,
incorporating the GSTIN.
U Every person who has been granted a provisional registration under
sub -rule (1) shall submit an application electronically in FORM GST
REG 26, duly signed along with information and documents specified
in the said application.
U The above information is to be furnished Within 3 months/such
extended period.
U The information is correct and complete, a certificate of registration in
FORM GST REG-06 shall be issued to the registered person.
If information specified in sub  -rule (2) have not furnished or incorrect or not
complete, the officer shall cancel the provisional registration granted and
issue an orderin FORM GSTREG 2 7.
The provisional registration shall be cancelled after serving notice to show
cause in FORM GST REG 27 and giving reasonable opportunity of being
heard.
If it is found that there exists no such cause for which the notice issued,
then such notice shall be vacated by issuing an order in FORM GST REG -
20.
Every person registered under earlier laws, who is not liable to be registered
under the Act may, at his option, file application in FORM GST REG 2 9 at
the common portal for cancellation of the registration granted provisional ly,
the officer after conducting such enquiry as deemed fit, cancel the said

provisional registration.

RETURNS UNDER GST
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Returns related formats and procedures would be provided

during the respective facultyds s

FAQs
Specific Issues for supplier

1. What is the registration procedure for a multi -state company
engaged in taxable supply of goods and or services?

Single registration for each state is required.

2. Whether registration under GST is required for each category of
tax?
No. One registration is  sufficient for all categories 0 CGST, SGST &
ISGT.

3. What is t he registration procedure if a company does not have
office in a particular State?
Registration is not required if a company does not have office in a
particular State. Registration is required only if it has operations
(depot/branch) in that State.

4. s the unutilised credit under one category available for utilisation
against another category of tax?

Yes, the utilisation of ITC under GST is as follows:

Tax Can be utilised against

IGST IGST, CGST and SGST in that order
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CGST CGST and IGST in that order

SGST SGST and IGST in that order

5.  What is the point at which incidence of tax occurs for supply of
manufactured goods from factory 0 at the time of removal of goods
from the factory or at the t ime of sale?

GST is levy on the taxable event of supply of goods and/or services.
Incident of GST would occur at the time of supply of goods, from the

factory/place of sale.

6. What is the implication of entry tax/Octroi under GST?
GST would subsume entry  tax/Octroi/LBT. Thus, no such taxes under
GST.

7. What is composite levy?
Small dealers whose turnover is less that Rs. 75 Lakhs [as per GST
law], who are not involved in inter  -state trade to pay concessional rate
[1%-2.5%], without availing ITC. Further, su ch tax cannot be collected

from the customers.

8. If a company has two divisions 0 production and sales and if the
production department does not have sufficient debit to take
benefits of credit available, how will the credit be availed?

Credit can be set -off when taxable supplies made. Supply is liable to
GST even if it is done within the same company, as long as PAN based

GST registration number is different.

9. What would be the GST impact on consumers? It is expected that

the results of GST would become pos itive after few years of
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implementation. How would it be a benefit for consumers when

they end up paying high taxes? (ex: electronic goods price are
expected to increased after GST)

Presently, goods under normal rate suffer 25 -30% tax. Under GST, tax
on such goods will reduce to 18%. However, for goods which are
protected [or exempted or subject to concessional rate], price of goods

could increase marginally.

10. In cases where a company pays many taxes, for example, VAT Vs
Service tax by restaurants? What wou Id the tax structure be under
GST? Will there be an increase/decrease for an establishment or

will it be a common % on the final bill which the consumer has to

bear?
It is a common % on the final bill. The final rates have been notified
now .

11. Froma | aymands perspective, GST i s
subsumed into one tax and the cons

is this an illusion since they would end up paying higher taxes, but

are not aware of the taxes they are paying?

Due to unawareness, uncer tainty would be more impactful. General
awareness is available on electronic media and books. But a common

man may or may not be aware.

12. When GST comes into effect, whether Central and State taxes,
such as the following, need not be paid?
a. Excise duty
b. Addit ional excise duty
c. Service tax

d. Customs duty

wher ¢

umer
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e. Surcharges and cesses
f. Sales tax
g. Other State tax

GST subsumes almost all of the Central and State indirect taxes.
However, Basic Customs Duty is not subsumed and would continue
under GST also. Further, Professional Tax collected by States would
continue under GST regime. All other taxes, illustrated here would be

subsumed into GST.

13. Whether the company engaged in taxable supplies of goods and or
services would be eligible to claim Input Tax Credit of int er-state
purchases also?
Yes. The company would be eligible for claiming ITC of IGST paid on

inter -state purchases.

14. Whether ITC is available on all materials (raw materials, packing,
consumables, maintenance, safety items)used to make taxable
supplies of goods. What are the exemption items?

As per the GST law, all such goods used in furtherance of business
would be available as ITC. The definition in GST is wider than the
present law.

Rules with respect to ITC is being awaited which could list out inputs

on which ITC is not available.

15. Whether all traders are liable to pay both CGST and SGST?
If the trader is engaged in intra  -state trade, CGST and SGST is
applicable. If such trader is engaged in inter -state trade, IGST would be
applicable. The IGST rate w ould be the simple total of CGST and SGST
rate.
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16. Should the vendor/job worker/manufacturer/importer/exporter
also raise GST invoices?
Any vendor/job worker/manufacturer at the intermediate level, would
be required to raise GST invoices in order to pass ben efit of tax paid to
its customers.

Clarity on import and export transactions is expected in next few days.

17. Whether Form o6 C, Form 06 H, Form & F would continue under GST?

No such forms are being expected under GST.

18. Whether CGST registration required to claim ITC of local
purchase?
One registration is sufficient to claim ITC of CGST, SGST and IGST.

19. Whether CGST and SGST rates differ from State to State?
CGST rates would remain fixed across States. However, SGST rates

could differ between States with ava  riance of upto2%.

20. Whether separate registration required for inter -state purchases
and sales?
No. Only one registration is required for making both intra -state and

inter -state supplies.

21. What would be the rebate and service tax reclaim (Example: HS
Code: 73239390 & 39241090) on export under Duty Drawback
Scheme?

These rates of rebate/service tax reclaim and duty drawback on export
of specified goods are expected to come out much later, may be, after
18t May.
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22. What would be the impact of Form 0 H, Notific ation no. 214/86  -CE
and CST under GST and what would be the alternative methods to
claim the like benefits?

There may not be concept of Form 0 H and CST under GST. W.r.t.
sending of goods to job worker without payment of duty, section 143 of
the GST Act pe rmits a registered taxable person to send taxable goods,

without payment of tax to a job worker under intimation.

23. What would be the tax structure on import of goods like BCD, CVD,
SAD, etc.?
Under GST, CVD and SAD would be subsumed. However, BCD would
remain -input tax credit of BCD paid cannot be availed. Thus, the tax
structure would be BCD + IGST on imports. The final rates for different

categories of goods are notified now .

24. What would be the impact on MEIS & EPCG scheme in import &
export?
MEIS, EPCG and all other import and export schemes under FTP would
continue as it is under GST. However, some tweaking may be required

which would be done later in 2017.

25. Will there be any change in AR E-1?

Yes changes are expected to be made and circulated. Not out yet.

26. Will there be any change (addition) in submission of documents in
GST?
Yes. 3 returns would be required to be filed in a month:
- For supplies received

- For supplies made
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- For GST payable
Additionally, one more return per month if a company is registered as

Input Service Distributor [ISD].

27. For local purchase, VAT 5%, 5.5% & 14.5% is applicable. If GST is
applicable, what are all the procedures to be followed?

Processes for the same is yett o be fully provided.

28. Presently, e -sugam form is prepared. Whether the same is required
under GST also?
This may not be required under GST. However, there is a mention in
the Rules for requirement of E-way bill and its number for avoiding

stoppage on the w ay.

29. For all cash purchases, purchase tax is paid immediately. If GST is
applicable, what are all the procedures to be followed?
Under GST also, the taxable person would be required to pay tax on
URD purchases (on reverse charge basis), along with payment of

normal GST.

30. Presently, for all excise vendors, VAT is paid after excise duty (ED)
calculation. Whether GST would be paid after excise duty or will it
remove excise duty?

GST is the amalgamation of ED and VAT. Excise duty would not remain

after GST. Thus, the dealer would show only GST in the invoice.

31. For all machining job/job work for tooling material, tax is not

being paid. What would be the impact of GST on the same?
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Non-payment of tax under these circumstances could be continued
under GST, as pe r section 143 of the GST Act, which gives procedures
similar to that of notification no. 214/86 -CE.

32. If there is any correction in the rate of tax %, how should it be
rectified and what are all the procedures to be followed?
The master would be required to be corrected when there is a correction

in the rate of tax.

33. What are all the changes to be done to the software of taxable
person, to comply with GST?

This would require inputs from an ERP consultant.

34. What would be the rate of tax applicable 0 5%, 12%, 1 8% or 24%?
The list of GST rates for specific categories of goods and or services are

out.

35. Presently, a company is having two rates of VAT in Karnataka i.e.,
5.5% for cookware and 14.5% for accessories. What rate is to be
considered uniformly?
There may be difference under GST. We have to wait and see 0 as

between essentials and merit rate and between merit rate and 18%.

36. Should the manufacturing company raise separate excise invoice
as is being done now or should an all -inclusive invoice be raised?

GST amount is to be shown in the tax invoice to be raised under GST.

37. Presently, head office is stock transferring goods to its branches

and further, the branch raised bill to customer. Under GST, should
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head office bill directly to its branches or can it follo w the present
process?

This would be an important decision as all branches would be required

to obtain registration. Stock transfer inter -state would have to be on
payment of GST. This would be a cash flow issue only. Final decision to

be taken accordingly.

38. What would be the % of excise, VAT, service tax and cess?
The rate of excise, VAT, service tax and cesses presently applicable
would be Nil under GST.

39. Should the taxable person pay 1% tax on stock transfer? If yes,
whether ITC of the same can be availed?
As of now, the taxable person would not be required to pay 1% on stock

transfer and no availment either.

40. At which level should credit be taken 0 factory or sales division?
ITC is to be taken at the point of receipt of goods on basis of ta X invoice
of supplier.

41. Does the taxable person have to follow different GSTs like Local
GST-SGST and Central GST?
Yes. This would depend on the distribution pattern and in how many

states the person has depots and branches.

42. What would be the impact of GS T on imports and will there be any
change in the rates that is being paid now (22% -30%). Will it be

more/less?

NotesY X XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX XXX X

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXPOPODDDPPPDPDODDPDPDPHRAD DD P D




Hiregange | This Program is - A Knowledge & Empowerment initiative
Academy

BCD would remain the same under GST[present mean rate 7.5%]. The
IGST rate applicable could be 12% if merit rate and 18% if normal rate

[these ar e expected rate and not final].

43. Would the taxable person claim ITC and how is the same to be
claimed?

Yes, the registered taxable person can claim ITC.

44. Should the ITC be clubbed with domestic inputs credits or should
it be claimed separately?

ITC would b e the same for everything.

45. What would be the impact of GST on exports?

Exports would become cost effective.

46. Should exporter of goods prepare an ARE -1?
The concept of ARE -1 will not be there  under GST.

47. Presently, the duty drawback rates are different for exporters who
claim credit and for exporters who do not claim credits. How will
GST impact this?
Post GST, the drawback rates could change. Once it changes,

comparison can be made.

48. How will export incentives (MEIS, DBK, and service tax benefit) be
imp acted under GST?

Schemes under FTP would continue under GST also.
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GST Links for Formats

Sl Particulars Links

No

1. GST rules and formats http://www.cbec.qgov.in/resources//htdocs
-cbec/gst/cgst  -rules -01july2017%20.pdf

Notifications  for goods and services

2 Rates for services under http://www.cbec.gov.in/resources//htdocs
CGST -cbec/gst/Notification1l  -CGST.pdf
3 Exemption list of services http://www.cbec.gov.in/resources//htdocs
under CGST -cbec/gst/Notification12  -CGST.pdf
4 GST rate schedule for http://www.cbec.gov.in/resources//ht docs
goods under CGST -cbec/gst/Notification  -for-CGST-rate -
Schedule.pdf
5 Exemption list of goods http://www.cbec .gov.in/resources//htdocs
under CGST -cbec/gst/Notification  -for-CGST-
exemption.pdf
6 Reverse charge on http://www.c _bec.gov.in/resources//htdocs
certain specified supplies -cbec/gst/Notification _ -for-reverse -charge -
of goods under CGST CGST.pdf
7 Services on which tax http://www.cbec.gov.in/resources//htdocs
would be payable under -cbec/gst/Notification13  -CGST.pdf

reverse charge

mechanism under CGST

Act
8 GST rate schedule for http://www.cbec.gov.i  n/resources//htdocs
goods under IGST cbec/gst/Notification%20for%201GST%20r

ate%20Schedule -1.pdf
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http://www.cbec.gov.in/resources/htdocs-cbec/gst/Notification-for-reverse-charge-CGST.pdf
http://www.cbec.gov.in/resources/htdocs-cbec/gst/Notification-for-reverse-charge-CGST.pdf
http://www.cbec.gov.in/resources/htdocs-cbec/gst/Notification-for-reverse-charge-CGST.pdf
http://www.cbec.gov.in/resources/htdocs-cbec/gst/Notification13-CGST.pdf
http://www.cbec.gov.in/resources/htdocs-cbec/gst/Notification13-CGST.pdf
http://www.cbec.gov.in/resources/htdocscbec/gst/Notification%20for%20IGST%20rate%20Schedule-1.pdf
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9 Reverse charge on http://www.cbec.gov.in/resources//htdocs
certain specified supplies cbec/gst/Notification%20for%20reverse%?2
of goods under IGST Ocharge%20IGST -4.pdf

10 | Exemptions on supply of http://www.cb ec.gov.in/resources//htdocs
services under IGST Act -cbec/gst/Notification9  -IGST.pdf

11 | Services on which http://www.cbec.g ov.in/htdocs -
integrated tax would be cbec/gst/integrated  -tax -rate -2017

payable under reverse

charge mechanism under

IGST Act
11 | Rates for supplyof http://www.cbec.gov.in/resources//htdocs
services under IGST -cbec/gst/Notification8  -IGST.pdf
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