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Company does not take the crealt n -order to avo1d the Show Cause
Notice. It 1s advised that the Company should take all such credits
on or before 31/03/2017 and reflect in the ST-3 Return.

The department have been disputing availment of credit on
commission on sales, service tax on effluent treatment etc.,Many
companies were availing the credit and immediately reversing the
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tax under reverse charge. As per Rule 7 of the Point of Taxation Rules,
2011, the liability to pay service tax under reverse charge arises on the
date of payment to the service provider. The date of payment for the
invoices received in February or March may be after 31/03/2017.
Therefore, the liability to pay service tax will arise onlyj after

31/03/2017. As mentioned above as of now there is no provision for
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of cap1ta1 goods by the tax'able-?

person under the earher law from the aggregate amount of cenvat credit to
which the said person was entitled in respect of the said capital goods under
the earlier law.

The explanation attached to Chapter XX provides that capital goods means
as defined 1n rule 2(a) of Cenvat Credit Rules 2004.




taxable' supphes under this Act;

the said taxable person is eligible for input tax credit on such inputs
under this Act;




(2) As per sl-ib'-sectién (10) the amount of cfedit sh;111 be céléulated in such
manner as may be prescribed.




services, m terms of section 140(3)




The Seconi-_prov t provide. ‘--T hat-the said reglstered taxable person;_
shall furnish a statement, in such manner as may be prescribed, in respect
of credit that has been taken.

The credit of service tax paid in relation to goods in transits is also
available.










the tax payable under the provisions of sub-sections (3) and (4)
of section 9; i.e. CGST.

the tax payable under the provisions of sub-section (3) and (4)
of section 5 of the Integrated Goods and Services Tax Act i.e.

IGST.
the tax payable under the provisions of sub-section (3) and s&%—




intended to be used by a suppller in the course or furtherance of
business;




expendlture may be Eurred Voluntarlly and w1thout ény necessfcy,-.

and if it is incurred for promoting the business and to earn profits, the
assesse can claim deduction therefor under section 37(1) even though
there was no compelling necessity to incur such expenditure. — Bralco
Metal Industries Pvt. Ltd. V. CIT, (1994) 206 ITR 477, 482 (Bom).




d) Beyond that no hard and fast rule can be laid down to explain
what is meant by the word “solely” occurring in the pre-1939 law.

>9That expenditure made under a transaction which is so closely
related to the business that it could be viewed as dh integral part of




of the bu ..'-mess being adh erselyhaffected or 1ts mterest bélﬁg promoted._ 5

by the refusal or the incurring of the expenditure, as the case may be.
When the assessee places all the facts and circumstances before the
revenue authorities, the latter must examine the same and must make up
their minds as to whether the expenditure was necessitated or justified
by commercial expediency [Andrew Yule & Co Ltd v. CIT (1963) 49 ITR
57, 65 (Cal) 15







cosmetic 'and plastic’ surgery except Where such 1nward supply of goods or
services  of a particular category is used by a registered taxable person for
making an outward taxable supply of the same category of goods or services;




(d) goods or services received by a taxable person for construction of an
immovable property on his own account, other than plant and machinery,
even when used in course or furtherance of business;




free sampl'e's and

(h) any tax paid in terms of sections 74,129 or 130.




willful-misstatement or suppression.

Section 129 — Tax paid on detention

Section 130 — Tax paid on confiscation




will be IeV1ed on LDO. The deﬁn1t1on of 1nput given in Sect1on 2(52) 1S Very
wide. It will cover the LDO also. Therefore GST paid on LDO will be

available as a credit.
21







instalments, the registered taxable person shall be entitled to take credit upon
receipt of the last lot or installment:




(@) an invoice he 'supplier of .-goo_ds or seri‘f’lgé_s or both m
accordance with the provisions of section 31;

(b) a debit note issued by a supplier in accordance with the provisions of
section 34;

(¢ abill of entry;




As per Rule 2 1f suppher is ot pald w1th in 180days Value of supply with tax
the details shall be furnished for the month immediately following period of
180days and shall be added to output tax liability. He tax be paid with interest
from the date of availment.
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invoice level in FORM GSTR-Z"‘ 'T

Input tax credit left after attribution of input tax credlt under clause (g) shall be called
common credit, be denoted as ‘C2’" and calculated as: C2=C1- T4;

The amount of input tax credit attributable towards exempt supplies, be denoted as ‘D1’
and calculated as: D1= (E+F) x C2 where,




(k) the remainder of ‘the common credit shall be the v-ﬁeligibléﬁ""' --i_ﬁput tax credit"
attributed to the purposes of business and for effecting taxable supplies including
zero rated supplies and shall be denoted as ‘C3’, where,- C3 = C2 - (D1+D2);

(1) The amount “C3” shall be computed separately for input tax credit of central tax,
State tax, Union territory tax and integrated tax;




year t111 the da , of pay e;_

(b) where the aggregate of the amounts determined under sub- rule (1) in respect of ‘D1’ and
‘D2’ exceeds the aggregate of the amounts calculated finally in respect of ‘D1’ and ‘D2’, such
excess amount shall be claimed as credit by the registered person in his return for a month not
later than the month of September following the end of the financial year to which such credit
relates.

Thus reversal amount is separately required to be computed for non-business purpose and for
exempt supply including nil rated.




ate O - A credlted--to the _electromc cred1t ledger under clause (c)
to be denoted as ‘Tc shall be the common credit in respect of capital goods for a tax period:

Provided that where any capital goods earlier covered under clause (b) is subsequently covered
under this clause, the value of ‘A’ arrived at by reducing the input tax at the rate of five
percentage points for every quarter or part thereof shall be added to the aggregate value ‘“T¢’




‘E/F’ is to alculatec

Explanat1on For the purposes of thls clause, the aggregate value of exempt supphes"
and total turnover shall exclude the amount of any duty or tax levied under entry 84
of List I of the Seventh Schedule to the Constitution and entry 51 and 54 of List II of
the said Schedule;




loans or aavances shall have the option to éither comply Wlth the prov151ons of
sub-section (2), or avail of, every month, an amount equal to fifty per cent of the
eligible input tax credit on inputs, capital goods and input services in that
month.




sub]ect to the prov1510ns of

sections 41, 42' and 43, be credited to the electronic credit ledger of the said company or
the institution. The provision relating to matching are provided in section 41,42 and 43.

6) 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 (1) and (2) above
may be attributed.
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subJect to uch condition a&nd restr1ct10ns as may be prescrlbed be entitled to
take credit of input tax in respect of inputs held in stock and inputs contained
in semi-finished or finished goods held in stock on the day immediately
preceding the date of grant of registration.







e eclaratlon electrom : ally, on the Commo_n

Portal in FORM*-GST ITC-()I to the éffect that he is ehglblé to avail of mput tax credlt as aforesaid,

(c) The declaration under clause (b) shall clearly specify the details relating to the 1nputs lying in stock.
or inputs contained in semi-finished or finished goods lying in stock, or as the case may be, capital
goods—

i. on the day immediately preceding the date from which he becomes liable to pay tax under the
provisions of this Act, in the case of a claim under clause (a) of subsection (1) of Section 18,




sale, merger-;demerge"“ ar gama’aon Tlease or transfer of the busmess with the specific
provision for transfer of liabilities, the said registered taxable person shall be allowed to
transfer the input tax credit that remains unutilized in its books of accounts to such sold,
merged, demerged, amalgamated, leased or transferred business in the manner
prescribed.




ITC-02 shall “be.credlte({"-hﬁ” electronic credlt ledger

(4) The inputs and capital goods so transferred shall be duly accounted for by the
transferee in his books of account.




es} n Wh1ch crecht had been avalled by the reglstered
taxable person on such input.

For capltal 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;
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. ..._,(‘I..)*shall form a'l“ i ha Output"' ;_,' ‘

tax hablhty ‘@fkthe reglstered Iperson 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.







Recovery.,df Credit

It will made as per provision contained in section 73 and section 74.




one year shall be counted from the date of receipt of inputs by the job worker.

+ Thus tax with interest will be payable.













recipient(s) to Whom the 1nput service is attr1butable 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 such recipients to whom such input service is
attributable and which are operational in the current year, dyging
the said relevant period;




red1t ‘means the-;suppher of goods or services or both

having the same. Permanent Account Number as that of the Input Service Distributor; -

(c) the term ‘turnover’, in relation to any registered person engaged in the supply of
taxable goods as well as goods not taxable under this Act, means the value of turnover,
reduced by the amount of any duty or tax levied under entry 84 of List I of the Seventh
Schedule to the Constitution and entry 51 and 54 of List II of the said Schedule.
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“C” is the amount of credit to be distributed,
“t17” is the turnover, as referred to in section 20, of person R1 during the relevant period, and

“T” is the aggregate of the turnover of all recipients during the relevant period;




reduced for any Teason.

(i) Any additional amount of input tax credit on account of issuance 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 (g) 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 has been included in the return in FORM GSTR-6. =




entitled to such credlt and 1nclude the ISD credlt. riote and the ISD Inv01ce in the return
in FORM GSTR-6 for the month in which such credit note and invoice was issued.







Custo ns Tarlff .
by him, and

© for dup11cat1on of claims of input tax credit.




(5) The amount in respect of which any discrepancy is communicated under
subsection (3) and which is not rectified by the supplier in his valid return for the
month in which discrepancy is communicated shall be added to the output tax
liability of the recipient, in the manner as may be prescribed, in his return for the
month succeeding the month in which the discrepancy is communicated.
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__'O 150 on ‘the_".amdunt SO added

from the date of -"aval ing OT credlt till the cOrrespondmg add1t1ons are made
under the said sub-sections.







'months _zn upl . g -Qszles detazls leadzng to-reversal of. ITC for others

Defaulters of even a single event should also be flagged and put in public
domain as being a potential black listed dealer so as to alert the buyers.

Continuous short reporting of sales beyond a prescribed limit of 5% (of total
sales) for a period of 6 months.




behaviour after it cross f_tam threshold a"sys-t'em u_pdated dealer prolee will :

serve as a contmumg rating mechanism for the entire community and leaders
within a certain industry can set a benchmark for others to emulate.




can avml' unclazmed IT_ sub]ect to thzs

dealer uploadmg sales detazls along with tax and interest.




or any Multﬂateral Financial Institution and Orgar{lsatlon not1f1ed under the United Natlons
(Privileges and Immunities) Act, 1947, Consulate or Embassy of foreign countries or any other
person or class of persons, as notified under section 55.

Refund on purchases made by international tourist

Other refunds like excess payment of tax due to mistake or inadvertence, refund of balance in
electronic cash ledger.




Sr. Purpose of refund Clause of the | Relevant date is the date on Remarks
No. explanation which

Goods exported out of India - via sea (@)@d) Ship or Aircraft leaves India

or air

Goods exported out of India - via land (a)(ii) Goods pass the custom frontier

route

Goods exported out of India - via post (a)(iii) Goods are dispatched by Post
Office

Deemed Export u/s 2(37) (b) Return (GSTR-1) relating to
deemed export is filed

Export of services (0)(@d) Payment is received in Supply of service is completed prior
convertible Foreign Exchange to receipt of payment

Export of services (c)(ii) Invoice is issued Payment is received in advance prior

to issue of invoice

Refund as a consequence of (d) Order, Judgment/decree, etc. is
Order/Judgment received
Unutilized input tax credit u/s 54(3) (e) Financial year ends No refund if export is subject to
export duty
Provisional payment of tax (f) Tax is adjusted after the final
assessment
Person other than supplier (8) Goods or services received by

such person

Any other case (h) Tax is paid



the rate of tax on output sﬁpphes (other than ml rated or fully exempt supplies), except
supplies of goods or services or both as may be notified on the recommendations of the
Council:

Provided further that no refund of unutilised input tax credit shall be allowed in cases
where the goods exported out of India are subjected to export duty:




(e) a statement contalmng the nurnber and date of 1 1nv01ces the ev1dence regardmg endorsement
specified in the fourth proviso to' sub-rule (1) and the details of payment, along with proof
thereof, made by the recipient to the 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:

() a statement containing the number and date of invoices along with such other evidemce as
may be notified in this behalf, in a case where the refund is on account of deemed exports;




-(a) or clause (b) ) lause _ 'lauSe‘ (d) of sub-sectlon;( __'_‘of sect1on 54

Explanation.— For the purposes of this rule,

). in case of refunds referred to in clause (c) of sub-section (8) of section 54, “Invoice” means
invoice conforming to the provisions contained in section 31 ;

@) 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. 65




Refund Amount = (Turnover of
zero-rated supply of goods +
Turnover of zero-rated suvplv of




..

2 Acknowledgement
3 Grant of provisional refund 8,
"
4 Order sanctioning refund ;H‘"
3 5
2 5 Credit of the amount of rejected refund claim '
: 6 Order sanctioning interest on delayed refunds

- g = P
e £ Ny

The provisional “refund und sﬁ_e‘éti’bn"-(G) of section 54 shall be granted subject to the following
conditions — . - b Z

the person claiming refund has, during any period of five years immediately preceding the tax period
to which the claim 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;
the GST compliance rating, where available, of the applicant is not less than five on a scale of ten;




§ o nd on a prov1s1ona1 bas1s n1nety per cent, of the total amount SO
claimed, excludmg the amount of 1nput tax credit prov1310na11y accepted, in such manner and subject to
such conditions, limitations and safeguards as may be prescribed and thereafter make an order under
sub-section (5) for final settlement of the refund claim after due verification of documents furnished by
the applicant.

(7) The proper officer shall issue the order under sub-section (5) within sixty days from the date of
receipt of application complete 1n all respects.
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