1. What is VAT?

Each commodity passes through different stages of production and distribution before finally it reaches the Consumer. Some value is added at each stage of the production and distribution chain. Value Added Tax (VAT) is tax on value addition at each stage. Under VAT system, a dealer collects tax on his sales, retains the tax paid on his purchase and pays balance to the Govt. Treasury. It is a consumption tax because it is borne ultimately by the final Consumer. The tax paid by the dealer is passed on to the buyer. It is not a charge on the dealer. Hence, VAT is a multipoint tax system with provision for set off of tax paid on purchases at each point of sale.
2. What is "Input" in VAT?
Input means any goods purchased by a dealer in the course of his business for resale or for use in the execution of works contract, in processing or manufacturing ,where such goods directly goes into composition of finished products or packing of goods for sale, and includes consumables directly used in such processing or manufacturing.
3. What is "Capital Goods” in VAT?

Capital goods means plants, machinery and equipments used directly in the process of manufacturing, but does not include such plant, machinery and equipments which are used for the purposes and in the circumstances specified in schedule 'D' ; (Plz  find the Schedule 'C' & 'D' items in the below mentioned file)
               4. What is Input Tax?

The tax you pay on your purchases is input tax. Many of the things you buy will carry VAT charge, but if you are registered under VAT you can normally claim a credit for the VAT charges on most business purchases. It includes not only the VAT on your purchases of raw materials or on goods purchased for resale, but also the VAT on things like Capital goods, such as machinery or equipment for use in the business.
5. Input tax credit is not eligible in the following items.
a. Items used for power supply & distribution purpose like: Cable, panels, switch, transmitter, Transformer etc.
  (If these items are used in alumina refinery plant area then we can avail VAT credit of   the same.)
b. Capital goods used in power plant.
c. All the admin items which are purchased for Official use & for Staff Colony.
d. All the items used in construction & Maintenance of plant building.
e. All the items used outside the plant premises.

f. Steel Items like angle, Joist, flanges, beam, Plate, channel etc.
(If these steel items are used for maintenance of plant & Machinery then we can take VAT credit of the same.)
g. All schedule 'C' & 'D' items.

· Except the above items in all other items we can avail VAT credit for the same.

