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FOREWORD

The compilation of frequently asked questions on GST brought out by the apex training
institute under the Central Board of Excise & Customs (CBEC) the NationalAcademy
ofCustoms, Excise&Narcotics (NACEN),has been extremely well received. These GST FAQs
were released on 21%September, 2016 by the Hon’ble Finance Minister and were based on the
Model GST Law as on June, 2016. The GST FAQs were translated in many regional languages
to ensure dissemination across the country.

A number of significant developments have taken place since the first edition was released.
As of now the draft laws of CGST, SGST, IGST, UTGST and Compensation cess along with a
host of rules have been approved by GST Council. The Central bills have been introduced in
the Parliament; legislation relating to States will be passed by the respective state assemblies.
As promised at the time of bringing the first edition, a second edition of the FAQs has been
prepared by NACEN based on the aforesaid bills introduced in the Parliament. | congratulate
DG, NACEN and his team for the efforts made and am sure that these will go a long way in
disseminatingknowledgeand awareness onGSTamongst the Taxofficials, Tradeand Public.
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Disclaimer:

ThisFAQonGSTcompiled byNACENandvettedbytheSource Trainersishased onthe
CGST/SGST/UTGST/IGST Act(s).ThisFAQisfortrainingandacademic purposesonly.
Theinformationinthisbookletisintendedonlytoprovidea generaloverview
andisnotintendedtobetreatedaslegalad viceoropinion.
Forgreaterdetails,youarerequestedtoreferto the respective CGST/SGST/UTGST/IGST Acts.

The FAQs refer to CGST and SGST Acts as CGST/SGST as CGST Act and SGST Act are
identical in most of the provisions. CGST Act has been introduced in the Parliament. The SGST
Acts will be passed by respective state legislatures. A few provisions may be specific to state
and may not be in CGST Act.

1. OverviewofGoodsandServicesTax(GST)

e What is Goods andServicesTax (GST)?

Ans. Itisadestinationbasedtaxonconsumptionofgoods andservices.
Itisproposedtobeleviedatallstagesright from manufacture up to final consumption with credit
oftaxespaidatpreviousstagesavailableassetoff. Ina nutshell, only value addition will be taxed
and burden of tax is to be borne by the final consumer.

e Whatexactlyistheconceptofdestinationbased tax onconsumption?

Ans. Thetaxwouldaccruetothetaxingauthoritywhich has jurisdiction over the place of
consumption which is alsotermed asplaceof supply.

¢ Whichoftheexistingtaxesareproposedtobe subsumed under GST?



Ans.The GST would replace the following taxes:
(i) taxes currently levied and collected by the Centre:
a. CentralExciseduty

b. Duties of Excise (Medicinal and Toilet
Preparations)

c. AdditionalDuties ofExcise(Goodsof Special
Importance)

d. Additional DutiesofExcise(TextilesandTextile

Products)
e. Additional DutiesofCustoms(commonlyknownasCVD)

f.  SpecialAdditionalDutyof Customs(SAD)

g. Service Tax

h. CentralSurchargesandCessessofarasthey relatetosupplyof goodsandservices

(ii) StatetaxesthatwouldbesubsumedundertheGST

are:
a. State VAT

b. CentralSalesTax c. LuxuryTax
d. EntryTax(allforms)

e. EntertainmentandAmusementTax(exceptwhen
leviedby the localbodies) f. Taxesonadvertisements g.

Purchase Tax
h. Taxesonlotteries,betting andgambling

i.  StateSurchargesandCesses farastheyrelateto supplyof goodsandservices
TheGSTCouncilshallmakerecommendationstotheUnion
andStatesonthetaxes,cessesandsurchargesleviedby theCentre,theStates andthelocal bodies

whichmay be subsumedin the GST.

e Whatprincipleswereadoptedforsubsuming theabovetaxesunder GST?



Ans.The variousCentral, StateandLocallevieswereexaminedtoidentifytheirpossibilityofbeingsubsumed

underGST.Whileidentifying,thefollowingprincipleswere kept in mind:

Q) Taxesorleviestobesubsumedshouldbeprimarilyin
thenatureofindirecttaxes,eitheronthesupply ofgoods or onthe supplyof services.

(if) Taxesorleviestobesubsumedshouldbepartof the transaction chain which commences with
import/ manufacture/ production of goods or provision of services atoneendandtheconsumption
ofgoodsandservicesat the other.

(ili)) The subsumation should result in free flow of tax -creditinintraandinter-
Statelevels.Thetaxes,levies and fees that are not specifically related to supply of goods &
servicesshouldnot be subsumedunder GST.

(v) RevenuefairnessforboththeUnionandtheStates
individuallywould need to be attempted.

e Whicharethecommaoditiesproposedtobekept outside thepurview of GST?

Ans. Article 366(12A) of the Constitution as amended by 101% Constitutional Amendment Act,
2016 defines the Goods and Services tax (GST) as a tax on supply of goods or services or both,
except supply of alcoholic liquor for human consumption. So alcohol for human consumption is
kept out of GST by way of definition of GST in constitution. Five petroleum products
viz.petroleum crude, motorspirit(petrol), highspeeddiesel,naturalgasandaviationturbinefuel
have temporarily been kept out and GST Council shall decide the date from which they shall
be included in GST. Furthermore, electricity has been kept out of GST.

e Whatwillbethe statusinrespectoftaxationof abovecommoditiesafter introduction of
GST?

Ans.Theexistingtaxationsystem(VAT &Central Excise)

willcontinue in respect of the above commodities.

e WhatwillbestatusofTobaccoandTobacco products under theGST regime?

Ans.Tobacco and tobacco products would be subject to GST. In addition, the Centre would have
the power to levy CentralExcisedutyontheseproducts.

e What type of GST is proposed to beimplemented?
Ans. It would be a dual GST with the Centre and States

simultaneouslylevyingitonacommontaxbase. TheGST tobeleviedbytheCentreonintra-Statesupply
ofgoods and / or services would be called the Central GST (CGST)



andthattobeleviedbytheStates/ Union territory wouldbecalledtheState GST (SGST)/ UTGST.
Similarly, Integrated GST (IGST) will be levied andadministeredbyCentreoneveryinter-
statesupplyof goodsandservices.

e Whyis Dual GST required?

Ans.IndiaisafederalcountrywhereboththeCentreand
theStateshavebeenassignedthepowerstolevyandcollect taxes
throughappropriatelegislation. Both thelevels
ofGovernmenthavedistinctresponsibilities toperform according to the division of powers
prescribed in the Constitution for which they need to raise resources. A dual GST will,
therefore, be in keeping with the Constitutional requirement of fiscal federalism.

e Whichauthority will levyandadminister GST?

Ans.Centre will levy and administer CGST & IGST while respective states /UTs will levy and
administer SGST/UTGST.

e WhywastheConstitutionoflndiaamended recentlyinthecontextof GST?

Currently, the fiscal powers between the Centre and the States are clearly demarcated in the
Constitution with almost no overlap between the respective domains. The Centre has the
powers to levy tax on the manufacture of goods (exceptalcoholic liquor
forhumanconsumption, opium,narcoticsetc.) whiletheStateshavethepowers tolevytaxon the
saleof goods. Inthecaseofinter-State sales, the Centre has the power to levy a tax (the
Central SalesTax)but,thetaxiscollected andretainedentirely
bytheStates.Asforservices,itistheCentrealonethat isempoweredtolevyservicetax.

IntroductionoftheGSTrequiredamendments inthe Constitutionsoastosimultaneously
empowertheCentre andthe Statestolevyandcollectthis tax.TheConstitution
ofindiahasbeenamendedbytheConstitution(onehundred and first amendment) Act, 2016 for this
purpose. Article 246Aof the Constitutionempowers the Centre and the Statestolevyandcollectthe
GST.

e How aparticulartransactionofgoodsand services wouldbetaxed
simultaneouslyunder CentralGST (CGST) andStateGST (SGST)?

Ans.TheCentral GST and theState GST would be levied
simultaneouslyoneverytransactionofsupplyofgoodsand servicesexcepttheexempted
goodsandservices,goods whichareoutsidethepurviewofGSTandthetransactions
whicharebelowtheprescribedthresholdlimits.Further,both would be levied on the same price or
value unlike StateVATwhichisleviedonthevalueofthegoodsinclusive
of CENVAT.Whilethelocationofthesupplier andthe recipient within the country is immaterial for



the purpose of CGST, SGST would be chargeable only when the supplier and the recipient are
both located within the State.

Illustrationl:Supposehypothetically that the rateof CGST is 10% and that of SGST is 10%. When
a wholesale dealer ofsteelinUttarPradeshsuppliessteelbarsandrodsto a construction company
which is also located within the same State for, say Rs. 100,the dealer would charge CGST
0fRs.10andSGSTofRs.10inadditiontothebasicprice of the goods. He would be required to
deposit the CGST component
intoaCentralGovernmentaccountwhiletheSGSTportionintotheaccount
oftheconcernedState Government.Ofcourse,heneednotactuallypayRs.20(Rs.10 + Rs. 10) in cash
as he would be entitled to set-off this liability againsttheCGSTorSGSTpaidonhispurchases
(say,inputs).ButforpayingCGST hewould beallowedto
useonlythecreditofCGSTpaidonhispurchaseswhile  forSGSThecanutilizethecreditofSGSTalone.
Inother words,CGSTcreditcannot,ingeneral,beusedforpayment of SGST.Norcan SGSTcredit be
usedfor paymentof CGST.

Illustration 1l:  Suppose, again hypothetically, that the rate of CGST
is10%andthatofSGSTis10%.When  anadvertisingcompany  locatedinMumbai  supplies
advertisingservicestoacompany manufacturingsoap also located within the State of
Maharashtra for, letussayRs.100,theadcompanywouldchargeCGSTof

Rs.10aswellasSGSTofRs.10tothebasicvalueof the service.He would be required to deposit

the CGST component into a Central Government account
whiletheSGSTportionintotheaccountoftheconcernedState Government.
Ofcourse,heneednotagainactuallypay Rs. 20 (Rs. 10+Rs. 10) in cash as it would be entitled
to set-offthisliabilityagainsttheCGSTorSGSTpaidon hispurchase(say,

ofinputssuchasstationery,office equipment, services of anartistetc.). But forpayingCGST he
would be allowed to use only the credit of CGST paid on its purchase while for SGST he can
utilisethe creditofSGSTalone.Inotherwords,CGSTcreditcannot, ingeneral,beused
forpayment ofSGST.NorcanSGST creditbeusedforpaymentof CGST.

e WhatarethebenefitswhichtheCountrywillaccruefrom GST?

Ans.IntroductionofGSTwouldbeaverysignificantstepin thefieldofindirect
taxreformsinindia.Byamalgamating alargenumber of CentralandState taxesintoasingle tax and
allowing set-off of prior-stage taxes, it would mitigate the ill effects of cascading and pave the
way for a common nationalmarket.Fortheconsumers,thebiggestgainwould
beintermsofareductionintheoveralltaxburdenongoods, whichiscurrentlyestimatedat25%-
30%.Introduction of GST would also make our products competitive in the
domesticandinternationalmarkets.Studiesshowthatthis ~ would instantly ~ spureconomic
growth.There may also be revenuegainfortheCentreandtheStatesduetowidening
ofthetaxbase,increaseintradevolumesandimprovedtaxcompliance.
Lastbutnottheleast,thistax,becauseofits transparent character, would be easier to administer.

e Whatis IGST?



Ans.UndertheGSTregime,anintegrated GST(IGST) would
beleviedandcollectedbytheCentreoninter-State supply of goods and services. Under Article
269A of the Constitution,theGSTonsupplies inthecourseofinter- Statetradeorcommerce
shallbeleviedandcollected by theGovernmentofindiaandsuchtaxshallbeapportioned
betweentheUnionandtheStatesinthemannerasmaybe
providedbyParliamentbylawontherecommendationsof the GoodsandServicesTaxCouncil.

e Who will decide ratesfor levyof GST?

Ans.The CGST and SGST would be levied at rates to be jointly decided by the Centre and
States. The rates would be notified on the recommendations of the GST Council.

Q 15.What would be therole of GST Council?

Ans.A GST Council would be constituted comprising the Union Finance Minister (who will be the
Chairman of the Council), theMinisterofState(Revenue)andtheState
Finance/TaxationMinisterstomakerecommendationstothe UnionandtheStateson

(i) thetaxes,cessesandsurchargeslevied bythe Centre,theStatesandthelocal bodieswhich
maybe subsumedunder GST;

(i) thegoodsandservicesthatmaybesubjected to or exemptedfromthe GST;

(iii)thedateonwhichtheGSTshallbeleviedon petroleum crude,highspeeddiesel, motorsprit
(commonly known as petrol), natural gas and aviationturbine fuel;

(iv)modelGSTlaws,principlesoflevy,apportionment oflGSTand theprinciplesthatgovern
theplace of supply;

(v) thethresholdlimitofturnoverbelowwhichthe
goodsandservicesmaybe exemptedfromGST;

(vi)theratesincludingfloorrateswithbandsof
GST;

(vii)anyspecialrateorratesforaspecifiedperiod
toraiseadditionalresourcesduringanynatural calamityor disaster;

(viii) specialprovisionwithrespecttotheNorth- East States, J&K, Himachal Pradesh and
Uttarakhand;and

(ix)anyothermatterrelatingtotheGST, asthe
Councilmaydecide.

e What is theguiding principle of GST Council?

Ans. ThemechanismofGSTCouncilwouldensure harmonization on different aspects of GST
between the Centre and the States as well as among States. It hasbeen



providedintheConstitution(one hundredand first amendment) Act, 2016 that the
GST Council, in its dischargeofvariousfunctions,shallbeguidedbytheneed
foraharmonizedstructureofGSTandforthedevelopment ~ of  aharmonizednationalmarketfor
goodsandservices.

e How will decisions be takenbyGST Council?

Ans.TheConstitution(onehundredandfirstamendment) Act, 2016 provides that every decision of
the GST Council shallbetakenatameetingbyamajorityofnotlessthan

3/4th of the weighted votes of the Members present and
voting.ThevoteoftheCentralGovernmentshallhavea
weightageofl/3rdofthevotescastandthevotesofallthe State Governments taken together shall
have a weightage of2/3rdofthetotalvotescastinthatmeeting.Onehalf ofthetotalnumberofmembers
oftheGSTCouncilshall constitute the quorum at its meetings.

¢ WhoisliabletopayGSTundertheproposedGST regime?

Ans.  UndertheGSTregime,taxispayablebythetaxable person on the supply of goods and/or
services. Liability to paytaxariseswhenthetaxablepersoncrossesthetumover threshold of
Rs.20lakhs(Rs.10lakhsforNE& Special Category States)except
incertainspecifiedcaseswherethetaxablepersonisliable  topayGSTeventhoughhehasnotcrossed
thethreshold limit. The CGST / SGST is payable on all intra-State supply ofgoods
and/orservicesandIGSTispayableonall inter-
Statesupplyofgoodsand/orservices. TheCGST/SGSTand IGST are payable at the rates specified
in the Schedules to the respective Acts.

e Whatarethebenefitsavailabletosmalltaxpayersunder theGST regime?

Ans.Taxpayerswithanaggregateturnoverinafinancial year upto[Rs.20lakhs& Rs.10 Lakhs for
NE and special category states] wouldbeexemptfromtax. Further, a person whose
aggregate turnover in the preceding financial year is less than Rs.50 Lakhs can opt for a
simplified composition scheme where tax will payable at a concessional rate on the turnover in
a state.

[Aggregateturnovershallincludetheaggregatevalue of alltaxablesupplies,exemptsupplies and
exportsofgoods and/orservicesandexcludetaxesviz. GST.]Aggregateturnovershall
becomputedonall India basis. For NE States and special category states, the exemption
threshold shall be [Rs. 10 lakhs]. All taxpayers eligible for threshold
exemptionwillhavetheoptionofpayingtaxwithinput tax credit (ITC) benefits.Tax payers making
inter-State suppliesorpayingtaxonreverse chargebasisshallnotbe eligiblefor
thresholdexemption.

e Howwillthegoodsandservicesbeclassifiedunder GST regime?



Ans.HSN (HarmonisedSystem ofNomenclature)
codeshallbeusedforclassifyingthegoodsundertheGSTregime.
TaxpayerswhoseturnoverisaboveRs.1.5croresbutbelow Rs. 5 crores shall use 2-digitcode and
the taxpayers whose turnover is Rs. 5 crores and above shall use 4-digitcode. Taxpayers whose
turnover is below Rs. 1.5 crores are not required tomention HSN Codein their invoices.

ServiceswillbeclassifiedaspertheServicesAccounting
Code(SAC)

e How will imports be taxedunder GST?

Ans.Imports ofGoodsandServiceswillbetreatedas inter-state supplies and IGST will be levied

on import of goods andservicesintothecountry.Theincidenceoftax
willfollowthedestinationprincipleandthetaxrevenuein case  ofSGST  will accrueto
theStatewheretheimported goodsandservicesareconsumed.Fullandcompleteset-

offwillbeavailableontheGSTpaidonimportongoodsandservices.
e How will Exports be treatedunder GST?

Ans.Exportswillbetreatedaszeroratedsupplies.Notax will be payable on exports of goods or
services, however creditofinputtaxcreditwillbeavailableandsamewillbe availableas refund tothe
exporters. The Exporter will have an option to either pay tax on the output and claim refund of
IGST or export under Bond without payment of IGST and claim refund of Input Tax Credit
(ITC).

e Whatisthescopeofcompositionschemeunder GST?

Ans.Small taxpayers withan aggregate turnoverin a preceding financial year up to [Rs. 50
lakhs] shall be eligible for composition levy. Underthescheme,ataxpayershall pay
taxasapercentageofhisturnoverin a state duringtheyear without the benefit of ITC. The rate of
tax for CGST andSGST/UTGST shall notbeless than[1% for manufacturer &0.5% in other
cases; 2.5% for specific services as mentioned in para 6(b) of Schedule 11 viz Serving of food
or any other article for human consumption].Ataxpayeropting forcomposition
levyshallnotcollectanytaxfromhis customers. The government may increase the above said limit
of 50 lakhs rupees to up to one crore rupees, on the recommendation of GST Council.
Taxpayersmakinginter-statesuppliesor making supplies through ecommerce operators who are
required to collect tax at source shallnotbeeligiblefor compositionscheme.

e Whether t h e composition scheme wi |l | be optional or compulsory?
Ans.Optional.

e What is GSTN andits role intheGST regime?



Ans.GSTN  stands  forGoods and  Service  TaxNetwork  (GSTN).  ASpecial
PurposeVehiclecalledtheGSTNhas beensetuptocatertotheneeds of GST.TheGSTNshall
provideasharedITinfrastructureandservicestoCentral

andStateGovernments,taxpayersandotherstakeholders forimplementation
of GST.ThefunctionsoftheGSTN would, inter alia, include: (i) facilitating registration; (ii)
forwarding the returns to Central and State authorities;

(iii)computationandsettlementoflGST;(iv)matching of tax payment details with banking
network; (v) providing variousMISreportsto theCentralandtheState Governmentshased
onthetaxpayerreturninformation; (vi) providing analysis of tax payers’ profile; and (vii)
runningthematchingengineformatching,reversaland reclaimof input tax credit.

TheGSTNisdeveloping acommonGSTportaland applications for registration, payment, return
and MIS/ reports. The GSTN would also be integrating the common GST portal with the
existing tax administration IT systems and would be building interfaces for tax payers. Further,
theGSTN isdevelopingback-endmoduleslike assessment,
audit,refund,appealetc.for19StatesandUTs(Model I1States). TheCBEC andModel
IStates(15States) are themselvesdeveloping theirGSTback-endsystems. IntegrationofGSTfront-
endsystemwithback-endsystems will havetobecompletedandtestedwellinadvancefor making the
transition smooth.

e How arethedisputesgoingtoberesolved under theGST regime?

Ans.TheConstitution(onehundredandfirstamendment)
Act,2016providesthattheGoodsandServicesTaxCouncil  shallestablishamechanismtoadjudicate
anydispute-

(a) betweentheGovernmentofindiaandoneormore
States;or

(b) betweentheGovernmentofIndiaandanyStateor
StatesononesideandoneormoreotherSatesontheother side;or

(c) betweentwo or more States,

arisingoutoftherecommendations oftheCouncilor implementationthereof.

e What is the purpose of Compliance rating mechanism?

Ans. As per Section 149 of the CGST/SGST Act, every registered person shall be assigned a
compliance rating based on the record of compliance in respect of specified parameters. Such
ratings shall also be placed in the public domain. A prospective client will be able to see the

compliance ratings of suppliers and take a decision as to whether to deal with a particular
supplier or not. This will create healthy competition amongst taxable persons.



e Whether actionable claims liable to GST?

Ans.  As per section 2(52) of the CGST/SGST Act actionable claims are to be considered as
goods. Schedule 111 read with Section 7 of the CGST/SGST Act lists the activities or transactions
which shall be treated neither as supply of goods nor supply of services. The Schedule lists
actionable claims other than lottery, betting and gambling as one of such transactions. Thus only
lottery, betting and gambling shall be treated as supplies under the GST regime. All the other
actionable claims shall not be supplies.

e \Whether transaction in securities be taxable in GST?

Ans.  Securities have been specifically excluded from the definition of goods as well as
services. Thus, the transaction in securities shall not be liable to GST.

e What is the concept of Information Return?

Ans. Information return is based on the idea of verifying the compliance levels of registered
persons through information procured from independent third party sources. As per section 150
of the CGST/SGST Act, many authorities who are responsible for maintaining records of
registration or statement of accounts or any periodic return or document containing details of
payment of tax and other details of transaction of goods or services or both or transactions
related to a bank account or consumption of electricity or transaction of purchase, sale or
exchange of goods or property or right or interest in a property under any law for the time being
in force, are mandated to furnish an information return of the same in respect of such periods,
within such time, in such form and manner and to such authority or agency as may be
prescribed. Failure to do so may result in penalty being imposed as per Section 123.

e Different companies have different types of accounting software packages and no
specific format are mandated for keeping records. How will department be able to
read into these complex software?

Ans.  As per Section 153 of the CGST/SGST Act, having regard to the nature and complexity
of a case and in the interest of revenue, department may take assistance from an expert at any
state of scrutiny, inquiry, investigation or any other proceedings.

e IsthereanyprovisioninGST fortaxtreatment of goods returned bytherecipient?

Ans.Yes, Section 34 deals with such situations. Where the goods supplied are returned by the
recipient, the registered person (supplier of goods) may issue to the recipient a credit note
containing the prescribed particulars. The details of the credit note shall be declared by the
supplier in the returns for the month during which such credit note was issued but not later
than September following the end of the year in which such supply was made or the date of



filing of the relevant annual return, whichever is earlier. The details of the credit note shall
be matched with the corresponding reduction in claim for input tax credit by the recipient in
his valid return for the same tax period or any subsequent tax period and the claim for
reduction in output tax liability by the supplier that matches with the corresponding
reduction in claim for ITC by the recipient shall be finally accepted and communicated to
both parties.

e What is Anti-Profiteering measure?

Ans. As per section 171 of the CGST/SGST Act, any reduction in rate of tax on any supply of
goods or services or the benefit of input tax credit shall be passed on to the recipient by way of
commensurate reduction in prices. An authority may be constituted by the government to
examine whether input tax credits availed by any registered person or the reduction in the tax
rate have actually resulted in a commensurate reduction in the price of the goods or services
or both supplied by him.
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2. Levyofand Exemption fromTax

e Where is the power to levy GST derived from?

Ans.Article 246A of the Constitution, which was introduced by the Constitution (101st
Amendment) Act, 2016 confers concurrent powers to both, Parliament and State Legislatures
to make laws with respect to GST i. e. central tax (CGST) and sate tax (SGST) or union teritory tax (UTGST).
However, clause 2 of Article 246A read with Article 269A provides exclusive power to the
Parliament to legislate with respect to inter-State trade or commerce i.e. integrated tax (IGST).

e What is the taxable event under GST?
Ans. Taxable event under GST is supply of goods or services or both. CGST and SGST/ UTGST

will be levied on intra-State supplies. IGST will be levied on inter-State supplies.

e Whether supplies made without consideration will also come within the purview of
supply under GST?

Ans. Yes, but only those activities which are specified in Schedule | to the CGST Act / SGST
Act. The said provision has been adopted in IGST Act as well as in UTGST Act also.



e Will giving away essential commodities by a charitable institution be taxable activity?

Ans. In order to be a supply which is taxable under GST, the transaction should be in the
course or furtherance of business. As there is no quid pro quo involved in supply for
charitable activities, it is not a supply under GST.

e Who can notify a transaction to be supply of goods or services?

Ans. Central Government or State Government, on the recommendations of the GST Council,
can notify an activity to be the supply of goods and not supply of services or supply of services
and not supply of goods or neither a supply of goods nor a supply of services.

e What are composite supply and mixed supply? How are these two different from each
other?

Ans. Composite supply is a supply consisting of two or more taxable supplies of goods or
services or both or any combination thereof, which are bundled in natural course and are
supplied in conjunction with each other in the ordinary course of business and where one of
which is a principal supply. For example, when a consumer buys a television set and he also
gets warranty and a maintenance contract with the TV, this supply is a composite supply. In
this example, supply of TV is the principal supply, warranty and maintenance service are
ancillary.

Mixed supply is combination of more than one individual supplies of goods or services or any
combination thereof made in conjunction with each other for a single price, which can
ordinarily be supplied separately. For example, a shopkeeper selling storage water bottles
along with refrigerator. Bottles and the refrigerator can easily be priced and sold separately.

e What is the treatment of composite supply and mixed supply under GST?

Ans. Composite supply shall be treated as supply of the principal supply. Mixed supply would

be treated as supply of that particular goods or services which attracts the highest rate of tax.

e Are all goods and services taxable under GST?

Ans. Supplies of all goods and services are taxable except alcoholic liquor for human
consumption. Supply of petroleum crude, high speed diesel, motor spirit (commonly known as
petrol), natural gas and aviation turbine fuel shall be taxable with effect from a future date. This

date would be notified by the Government on the recommendations of the GST Council.

e What is meant by Reverse Charge?



Ans. It means the liability to pay tax is on the recipient of supply of goods and services
instead of the supplier of such goods or services in respect of notified categories of supply.

. Is the reverse charge mechanism applicable only to services?

Ans. No, reverse charge applies to supplies of both goods and services, as notified by the
Government on the recommendations of the GST Council.

. What will be the implications in case of receipt of supply from unregistered
persons?

Ans.In case of receipt of supply from an unregistered person, the registered person who is
receiving goods or services shall be liable to pay tax under reverse charge mechanism.

. Can any person other than the supplier or recipient be liable to pay tax under GST?

Ans. Yes, the Central/State government can specify categories of services the tax on which shall be paid by the electronic commerce
operator, if such services are supplied through it and all the provisions of the Act shall apply to such electronic commerce operator as if he is

the person liable to pay tax in relation to supply of such services.

e What is the threshold for opting to pay tax under the composition scheme?

Ans. The threshold for composition scheme is Rs. 50 Lakhs of aggregate turnover in the
preceding financial year. The benefit of composition scheme can be availed up to the turnover
of Rs. 50 Lakhs in current financial year.

e What are the rates of tax for composition scheme?

Ans. There are different rates for different sectors. In normal cases of supplier of goods (i.e.
traders), the composition rate is 0.5 % of the turnover in a State or Union territory. If the
person opting for composition scheme is manufacturer, then the rate is 1% of the turnover in a
State or Union territory. In case of restaurant services, it is 2.5% of the turnover in a State or
Union territory. These rates are under one Act, and same rate would be applicable in the other
Act also. So, effectively, the composition rates (combined rate under CGST and SGST/UTGST)
are 1%, 2% and 5% for normal supplier, manufacturer and restaurant service respectively.

. A person availing composition scheme during a financial year crosses the turnover
of Rs.50 Lakhs during the course of the year i.e. say he crosses the turnover of Rs.50
Lakhs in December? Will he be allowed to pay tax under composition scheme for the
remainder of the year i.e. till 31 March?

Ans. No. The option availed shall lapse from the day on which his aggregate turnover during
the financial year exceeds Rs.50 Lakhs.



e Will a taxable person, having multiple registrations, be eligible to opt for composition
scheme only for a few of registrations?

Ans.All registered persons having the same Permanent Account Number (PAN) have to opt
for composition scheme. If one registered person opts for normal scheme, others become
ineligible for composition scheme.

e Can composition scheme be availed of by a manufacturer and a service supplier?

Ans. Yes, a manufacturer can opt for composition scheme generally. However, a manufacturer of
goods, which would be notified on the recommendations of the GST Council, cannot opt for this
scheme. This scheme is not available for services sector, except restaurants.

e Who are not eligible to opt for composition scheme?

Ans. Broadly, five categories of registered person are not eligible to opt for the composition
scheme. These are:

. supplier of services other than supplier of restaurant service;

supplier of goods which are not taxable under the CGST Act/SGST Act/UTGST Act.

an inter-State supplier of goods;

person supplying goods through an electronic commerce operator;

manufacturer of certain notified goods.

e Can the registered person under composition scheme claim input tax credit?
Ans. No, registered person under composition scheme is not eligible to claim input tax credit.

e Can the customer who buys from a registered person who is under the composition
scheme claim composition tax as input tax credit?

Ans. No, customer who buys goods from registered person who is under composition scheme is
not eligible for composition input tax credit because a composition scheme supplier cannot
issue a tax invoice.

. Can composition tax be collected from customers?

Ans. No, the registered person under composition scheme is not permitted to collect tax. It
means that a composition scheme supplier cannot issue a tax invoice.

e How to compute ‘aggregate turnover’ to determine eligibility for composition scheme?

Ans. The methodology to compute aggregate turnover is given in Section 2(6). Accordingly,
‘aggregate  turnover’ means value of all outward supplies (taxable
supplies+exemptsupplies+exports + inter-state supplies) of a person having the same



PANanditexcludes taxes levied under central tax (CGST), State tax (SGST), Union territory
tax (UTGST), integrated tax(IGST) and compensation cess. Also, the value of inward supplies
on which tax is payable under reverse charge is not taken into account for calculation of
‘aggregate turnover’.

e What are the penal consequences if a person opts for the composition scheme in
violation of the conditions?

Ans. If a taxable person has paid tax under the composition scheme though he was not eligible
for the scheme then the person would be liable to penalty and the provisions of section 73 or
74 shall be applicable for determination of tax and penalty.

e Does the GST Law empower the Government to exempt supplies from the levy of
GST?

Ans. Yes. In the public interest, the Central or the State Government can exempt either wholly
or partly, on the recommendations of the GST council, the supplies of goods or services or both
from the IeVy of GST either absolutely or subject to conditions. Further the Government can exempt, under circumstances of an
exceptional nature, by special order any goods or services or both. It has also been provided in the SGST Act and UTGST Act that any

exemption granted under CGST Act shall be deemed to be exemption under the said Act.

e  When exemption from whole of tax collected on goods or services or both has been
granted absolutely, can a person pay tax?

Ans. No, the person supplying exempted goods or services or both shall not collect the tax in
excess of the effective rate.

3. Registration

e What is advantage of taking registration in GST?

Ans. Registration under Goods and Service Tax (GST) regime will confer following advantages
to the business:

. Legally recognized as supplier of goods or services.

. Proper accounting of taxes paid on the input goods or services which can be utilized for
payment of GST due on supply of goods or services or both by the business.

. Legally authorized to collect tax from his purchasers and pass on the credit of the taxes
paid on the goods or services supplied to purchasers or recipients.

. Getting eligible to avail various other benefits and privileges rendered under the GST
laws.



e Can a person without GST registration claim ITC and collect tax?

Ans. No, a person without GST registration can neither collect GST from his customers nor can
claim any input tax credit of GST paid by him.

e What will be the effective date of registration?

Ans. Where the application for registration has been submitted within thirty days from the date
on which the person becomes liable to registration, the effective date of registration shall be the
date on which he became liable for registration.

Where an 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.

In case of a person taking registration voluntarily while being within the threshold exemption
limit for paying tax, the effective date of registration shall be the date of order of registration.

e Who are the persons liable to take a Registration under the Model GST Law?

Ans. As per Section 22 of the CGST/SGST Act 2017, every supplier (including his agent) who
makes a taxable supply i.e. supply of goods and / or services which are leviable to tax under GST
law, and his aggregate turn over in a financial year exceeds the threshold limit of twenty lakh
rupees shall be liable to register himself in the State or the Union territory of Delhi or
Puducherry from where he makes the taxable supply.

In case of eleven special category states (as mentioned in Art.279A(4)(g) of the Constitution of
India), this threshold limit for registration liability is ten lakh rupees.

Besides, Section 24 of the Act mentions certain categories of suppliers, who shall be liable to
take registration even if their aggregate turnover is below the said threshold limit of 20 lakh
rupees.

On the other hand, as per Section 23 of the Act, an agriculturist in respect of supply of his
agricultural produce; as also any person exclusively making supply of non-taxable or wholly
exempted goods and/or services under GST law will not be liable for registration.

e What is aggregate turnover?

Ans. As per section 2(6) of the CGST/SGST Act ““aggregate turnover” includes the aggregate
value of:

(i) all taxable supplies,
(ii) all exempt supplies,
(iii) exports of goods and/or service, and,



(iv) all inter-state supplies
of a person having the same PAN.

The above shall be computed on all India basis and excludes taxes charged under the CGST Act,
SGST Act, UTGST Act, and the IGST Act. Aggregate turnover shall include all supplies made by
the Taxable person, whether on his own account or made on behalf of all his principals.

Aggregate turnover does not include value of supplies on which tax is levied on reverse charge
basis, and value of inward supplies.

The value of goods after completion of job work is not includible in the turnover of the job-
worker. It will be treated as supply of goods by the principal and will accordingly be includible
in the turnover of the Principal.

e Which are the cases in which registration is compulsory?

Ans. As per Section 24 of the CGST/SGST Act, the following categories of persons shall be
required to be registered compulsorily irrespective of the threshold limit:

i) persons making any inter-State taxable supply;

i) casual taxable persons;

iii) persons who are required to pay tax under reverse charge;

iv) electronic commerce operators required to pay tax under sub-section (5) of section 9;
V) non-resident taxable persons;

Vi) persons who are required to deduct tax under section 51;

vii)  persons who supply goods and/or services on behalf of other registered taxable persons
whether as an agent or otherwise;

viii)  Input service distributor (whether or not separately registered under the Act)

iX) persons who are required to collect tax under section 52;

X) every electronic commerce operator

Xi) every person supplying online information and data base retrieval services from a place
outside India to a person in India, other than a registered person; and,

xii)  such other person or class of persons as may be notified by the Central Government or a
State Government on the recommendations of the Council.

e What is the time limit for taking a Registration under GST?

Ans. A person should take a Registration, within thirty days from the date on which he becomes
liable to registration, in such manner and subject to such conditions as is prescribed under the
Registration Rules. A Casual Taxable person and a non-resident taxable person should however
apply for registration at least 5 days prior to commencement of business.



e If a person is operating in different states, with the same PAN number, whether he can
operate with a single Registration?

Ans. No. Every person who is liable to take a Registration will have to get registered separately
for each of the States where he has a business operation and is liable to pay GST in terms of
Sub-section (1) of Section 22 of the CGST/SGST Act.

e Whether a person having multiple business verticals in a state can obtain for different
registrations?

Ans. Yes. In terms of the proviso to Sub-Section (2) of Section 25, a person having multiple
business verticals in a State may obtain a separate registration for each business vertical,
subject to such conditions as may be prescribed.

e Is there a provision for a person to get himself voluntarily registered though he may not
be liable to pay GST?

Ans. Yes. In terms of Sub-section (3) of Section 25, a person, though not liable to be registered
under Section 22 may get himself registered voluntarily, and all provisions of this Act, as are
applicable to a registered taxable person, shall apply to such person.

e Is possession of a Permanent Account Number (PAN) mandatory for obtaining a
Registration?

Ans. Yes. As per Section 25(6) of the CGST/SGST Act every person shall have a Permanent
Account Number issued under the Income Tax Act,1961(43 of 1961) in order to be eligible for
grant of registration.

However as per the proviso to the aforesaid section 25(6), a person required to deduct tax under
Section 51, may have, in lieu of a PAN, a Tax Deduction and Collection Account Number issued
under the said Income Tax Act, in order to be eligible for grant of registration.

Also, as per Section 25(7) PAN is not mandatory for a non-resident taxable person who may be
granted registration on the basis of any other document as maybe prescribed.

e Whether the Department through the proper officer, can suo-moto proceed to register
of a Person under this Act?



Ans. Yes. In terms of sub-section (8) of Section 25, where a person who is liable to be registered
under this Act fails to obtain registration, the proper officer may, without prejudice to any action
which may be taken under this Act, or under any other law for the time being in force, proceed to
register such person in the manner as is prescribed in the Registration rules.

e Whether the proper officer can reject an Application for Registration?

Ans. Yes. In terms of sub-section 10 of section 25 of the CGST/SGST Act, the proper officer can
reject an application for registration after due verification.

e Whether the Registration granted to any person is permanent?

Ans. Yes, the registration Certificate once granted is permanent unless surrendered, cancelled,
suspended or revoked.

e Is it necessaryfor theUN bodies to get registration under GST?

Ans. Yes. In terms of Section 25(9) of the CGST/SGST Act, all notified UN bodies, Consulate or
Embassy of foreign countries and any other class of persons so notified would be required to
obtain a unique identification number (UIN) from the GST portal. The structure of the said ID
would be uniform across the States in conformity with GSTIN structure and the same will be
common for the Centre and the States. This UIN will be needed for claiming refund of taxes paid
on notified supplies of goods and services received by them, and for any other purpose as may be
notified.

e What is the responsibility of the taxable person supplying to UN bodies?

Ans. The taxable supplier supplying to these organizations is expected to mention the UIN on
the invoices and treat such supplies as supplies to another registered person (B2B) and the
invoices of the same will be uploaded by the supplier.

e Isit necessary for the Govt. Organization to get registration?



Ans. A unique identification number (ID) would be given by the respective state tax authorities
through GST portal to Government authorities / PSUs not making outwards supplies of GST
goods (and thus not liable to obtain GST registration) but are making inter-state purchases.

e Who is a Casual Taxable Person?

Ans. Casual Taxable Person has been defined in Section 2 (20) of the CGST/SGST Act meaning
a person who occasionally undertakes transactions involving supply of goods and/or services in
the course or furtherance of business, whether as principal, or agent or in any other capacity, in
a State or a Union territory where he has no fixed place of business.

e Who is a Non-resident Taxable Person?

Ans. In terms of Section 2(77) of the CGST/SGST Act, a non-resident taxable person means any
person who occasionally undertakes transactions involving supply of goods and/or services
whether as principal or agent or in any other capacity, but who has no fixed place of business or
residence in India.

e What is the validity period of the Registration certificate issued to a Casual Taxable
Person and non- Resident Taxable person?

Ans. In terms of Section 27(1) read with proviso thereto, the certificate of registration issued to
a ““casual taxable person” or a “non-resident taxable person” shall be valid for a period
specified in the application for registration or ninety days from the effective date of registration,
whichever is earlier. However, the proper officer, at the request of the said taxable person, may
extend the validity of the aforesaid period of ninety days by a further period not exceeding ninety
days.

e Is there any Advance tax to be paid by a Casual Taxable Person and Non-resident
Taxable Person at the time of obtaining registration under this Special Category?

Ans. Yes. While a normal taxable person does not have to make any advance deposit of tax to
obtain registration, a casual taxable person or a non-resident taxable person shall, at the time of



submission of application for registration is required, in terms of Section 27(2) read with proviso
thereto, make an advance deposit of tax in an amount equivalent to the estimated tax liability of
such person for the period for which the registration is sought. If registration is to be extended
beyond the initial period of ninety days, an advance additional amount of tax equivalent to the
estimated tax liability is to be deposited for the period for which the extension beyond ninety
days is being sought.

e Whether Amendments to the Registration Certificate is permissible?

Ans. Yes. In terms of Section 28, the proper officer may, on the basis of such information
furnished either by the registrant or as ascertained by him, approve or reject amendments in the
registration particulars within a period of 15 common working days from the date of receipt of
application for amendment.

It is to be noted that permission of the proper officer for making amendments will be required for
only certain core fields of information, whereas for the other fields, the certificate of registration
shall stand amended upon submission of application in the GST common portal.

e Whether Cancellation of Registration Certificate is permissible?

Ans. Yes. Any Registration granted under this Act may be cancelled by the Proper Officer, in
circumstances mentioned in Section 29 of the CGST/SGST Act. The proper officer may, either on
his own motion or on an application filed, in the prescribed manner, by the registered taxable
person or by his legal heirs, in case of death of such person, cancel the registration, in such
manner and within such period as may be prescribed. As per the Registration Rules, an order for
cancellation is to be issued within 30 days from the date of receipt of reply to SCN (in cases
where the cancellation is proposed to be carried out suo moto by the proper officer) or from the
date of receipt of application for cancellation (in case where the taxable person/legal heir
applies for such cancellation)

e Whether cancellation of Registration under CGST Act means cancellation under SGST
Act also?

Ans. Yes, the cancellation of registration under one Act (say CGST Act) shall be deemed to be a
cancellation of registration under the other Act (i.e. SGST Act). (Section 29 (4))

e Can the proper Officer Cancel the Registration on his own?

Ans. Yes, in certain circumstances specified under section 29(2) of the CGST/SGST Act, the
proper officer can cancel the registration on his own. Such circumstances include contravention
of any of the prescribed provisions of the CGST Act or the rules made there under, not filing
return by a composition dealer for three consecutive tax periods or non-furnishing of returns by



a regular taxpayer for a continuous period of six months, and not commencing business within
six months from the date of voluntary registration. However, before cancelling the registration,
the proper officer has to follow the principles of natural justice. (proviso to Section 29(2)(e))

e What happens when the registration is obtained by means of willfulmis-statement,
fraud or suppression of facts?

Ans. In such cases, the registration may be cancelled with retrospective effect by the proper
officer. (Section 29(2)(e))

e Is there an option to take centralized registration for services under GST Law?

Ans. No, the tax paper has to take separate registration in every state from where he makes
taxable supplies.

e If the taxpayer has different business verticals in one state, will he have to obtain
separate registration for each such vertical in the state?

Ans.  No, however the taxpayer has the option to register such separate business verticals
independently in terms of the proviso to Section 25(2) of the CGTST Act, 2017.

e Whoisan ISD?

Ans. ISD stands for Input Service Distributor and has been defined under Section 2(61) of the
CGST/SGST Act. It is basically an office meant to receive tax invoices towards receipt of input
services and further distribute the credit to supplier units (having the same PAN)
proportionately.

e Will ISD be required to be separately registered other than the existing tax payer
registration?

Ans. Yes, the ISD registration is for one office of the taxpayer which will be different from the
normal registration.

e Can atax payer have multiple 1SDs?

Ans. Yes. Different offices of a tax payer can apply for ISD registration.



e What could be the liabilities (in so far as registration is concerned) on transfer of a
business?

Ans. The transferee or the successor shall be liable to be registered with effect from such
transfer or succession and he will have to obtain a fresh registration with effect from the date of
such transfer or succession. (Section 22(3)).

e Whether all assesses / dealers who are already registered under existing central
excise/service tax/ vat laws will have to obtain fresh registration?

Ans. No, GSTN shall migrate all such assessees/dealers to the GSTN network and shall issue a
provisional registration certificate with GSTIN number on the appointed day, which after due
verification by the departmental officers within six months, will be converted into final
registration certificate. For converting the provisional registration to final registration the
registrants will be asked to submit all requisite documents and information required for
registration in a prescribed period of time. Failure to do so will result in cancellation of the
provisional GSTIN number.

The service tax assesses having centralized registration will have to apply afresh in the
respective states wherever they have their businesses.

e Whether the job worker will have to be compulsorily registered?

Ans. No, a Job worker is a supplier of services and will be obliged to take registration only
when his turnover crosses the prescribed threshold of 20/10 Lakhs.

e Whether the goods will be permitted to be supplied from the place of business of a job
worker?

Ans. Yes. But only in cases where the job worker is registered, or if not, the principal declares
the place of business of the job worker as his additional place of business.

e At the time of registration will the assessee have to declare all his places of business?

Ans. Yes. The principal place of business and place of business have been separately defined
under section 2(89) & 2(85) of the CGST/SGST Act respectively. The taxpayer will have to



declare the principal place of business as well as the details of additional places of business in
the registration form.

e Is there any system to facilitate smaller dealers or dealers having no IT infrastructure?

Ans. In order to cater to the needs of tax payers who are not IT savvy, following facilities shall
be made available: -

Tax Return Preparer(TRP): A taxable person may prepare his registration application /returns
himself or can approach the TRP for assistance. TRP will prepare the said registration
document / return in prescribed format on the basis of the information furnished to him by the
taxable person. The legal responsibility of the correctness of information contained in the forms
prepared by the TRP will rest with the taxable person only and the TRP shall not be liable for
any errors or incorrect information.

Facilitation Centre (FC): shall be responsible for the digitization and/or uploading of the forms
and documents including summary sheet duly signed by the Authorized Signatory and given to it
by the taxable person. After uploading the data on common portal using the ID and Password of
FC, a print-out of acknowledgement will be taken and signed by the FC and handed over to the
taxable person for his records. The FC will scan and upload the summary sheet duly signed by
the Authorized Signatory.

e Isthere any facility for digital signature in the GSTN registration?

Ans. Tax payers would have the option to sign the submitted application using valid digital
signatures. There will be two options for electronically signing the application or other
submissions- by e-signing through Aadhar number, or through DSC i.e. by registering the tax
payer’s digital signature certificate with GST portal. However, companies or limited liability
partnership entities will have to sign mandatorily through DSC only. Only level 2 and level 3
DSC certificates will be acceptable for signature purpose.

e What will be the time limit for the decision on the on line registration application?



Ans. If the information and the uploaded documents are found in order, the State and the Central
authorities shall have to respond to the application within three common working days. If they
communicate any deficiency or discrepancy in the application within such time, then the
applicant will have to remove the discrepancy / deficiency within 7 days of such communication.
Thereafter, for either approving the application or rejecting it, the State and the Central
authorities will have 7 days from the date when the taxable person communicates removal of
deficiencies. In case no response is given by the departmental authorities within the said time
line, the portal shall automatically generate the registration.

e What will be the time of response by the applicant if any query is raised in the online
application?

Ans. If during the process of verification, one of the tax authorities raises some query or notices
some error, the same shall be communicated to the applicant and to the other tax authority
through the GST Common Portal within 3 common working days. The applicant will reply to the
query/rectify the error/ answer the query within a period of seven days from the date of receipt of
deficiency intimation.

On receipt of additional document or clarification, the relevant tax authority will respond within
seven common working days from the date of receipt of clarification.

e What is the process of refusal of registration?

Ans. In case registration is refused, the applicant will be informed about the reasons for such
refusal through a speaking order. The applicant shall have the right to appeal against the
decision of the Authority. As per sub-section (2) of section 26 of the CGST Act, any rejection of
application for registration by one authority (i.e. under the CGST Act / SGST Act) shall be
deemed to be a rejection of application for registration by the other tax authority (i.e. under the
SGST Act / UTGST Act/ CGST Act).

e Will there be any communication related to the application disposal?

Ans. The applicant shall be informed of the fact of grant or rejection of his registration
application through an e-mail and SMS by the GST common portal. Jurisdictional details would
be intimated to the applicant at this stage.

e Can the registration certificate be downloaded from the GSTN portal?



Ans. In case registration is granted; applicant can download the Registration Certificate from
the GST common portal.

e Can cancellation of registration order be revoked?

Ans.  Yes, but only in cases where the initial cancellation has been done by the proper officer
suo moto, and not on the request of the taxable person or his legal heirs. A person whose
registration has been cancelled suo moto can apply to the proper officer for revocation of
cancellation of registration within 30 days from the date of communication of the cancellation
order. The proper officer may within a period of 30 days from the date of receipt of application
for revocation of cancellation or receipt of information/clarification, either revoke the
cancellation or reject the application for revocation of cancellation of registration.

e Does cancellation of registration impose any tax obligations on the person whose
registration is so cancelled?

Ans.  Yes, as per Section 29(5) of the CGST/SGST Act, every registered taxable person whose
registration is cancelled shall pay an amount, by way of debit in the electronic cash/credit
ledger, equivalent to the credit of input tax in respect of inputs held in stock and inputs contained
in semi-finished or finished goods held in stock or capital goods or plant and machinery on the
day immediately preceding the date of such cancellation or the output tax payable on such
goods, whichever is higher.

e What is the difference between casual and non-resident taxable persons?

Ans. Casual and Non-resident taxable persons are separately defined in the CGST/SGST Act in
Sections 2(20) and 2(77) respectively. Some of the differences are outlined below:

Casual Taxable Person Non-resident Taxable
Person
Occasional undertakes | Occasional undertakes

transactions involving supply | transactions involving
of goods or services in a state | supply of goods or
or UT where he has no fixed | services but has no fixed

place of business. place  of  business
residence in India.
Has a PAN Number Do not have a PAN

Number; A non-resident
person, if having PAN
number may  take
registration as a casual




taxable person

Same application form for
registration as for normal
taxable persons viz GST REG-
01

Separate  application
form for registration by
non-resident taxable
person viz GST REG-9

Has to undertake transactions
in the course or furtherance of
business

Business test absent in
the definition

Has to file normal GSTR-1,
GSTR-2 and GSTR-3 returns

Has to file a separate
simplified return in the
format GSTR-5

Can claim ITC of all inward
supplies

Can get ITC only in
respect of import of
goods and /or services.
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4. Meaning and ScopeofSupply

e Q1. Whatisthetaxable eventunder GST?

Ans.The taxableeventunderGSTshall be thesupply of goods or services or both made for
consideration in the courseorfurtheranceofbusiness.Thetaxableeventsunder the existingindirect
taxlawssuchasmanufacture,sale,or provision of servicesshallstandsubsumedinthetaxable event
known as “‘supply’.

e What is thescope of ‘supply’ under the GST law?

Ans.  Theterm‘supply’iswideinitsimportcovers all forms of supply of goods or services or both
that includes sale, transfer, barter, exchange, license, rentalleaseor disposal
madeoragreedtobemadeforaconsiderationbyaperson inthecourseorfurtheranceofbusiness.ltalso
includes import of service. The model GST law also provides for
includingcertaintransactionsmadewithoutconsideration within the scope of supply.

e What is a taxable supply?

Ans.A‘taxablesupply’meansasupplyofgoodsor services or both which is chargeable to
goodsand services tax undertheGSTAct.

e What are the necessary elements that constitutesupplyunder CGST/SGST Act?

Ans.In order to constitute a ‘supply’, the following elements are required to be satisfied, i.e.-

(i) the activity involves supply of goods or services or both;
(i) the supplyis for aconsideration unless otherwise specifically provided for;

(iii) thesupplyismadeinthecourseorfurtheranceof business;

(iv)thesupplyismadein the taxableterritory;

(v) the supplyisataxablesupply;and
(vi)the supplyismadebya taxableperson.

e Canatransactioninwhichanyoneormoreof the above criteria is not fulfilled, be still
considered as supplyunderGST?

Ans.Yes.Undercertaincircumstancessuchasimport of services for a consideration whether or not
in the course or furtherance of business (Section 3(1) (b)) or supplies made without
consideration,  specified under  Schedule-l of CGST /SGST Act, where



oneormoreingredientsspecifiedinanswertoquestionno.4arenotsatisfied,itshallstillbetreatedassupp
lyfor levy of GST.

e Import of Goods isconspicuousbyits absenceinSection 3. Why?

Ans.Importofgoodsisdealtseparatelyunder theCustoms Act,1962,whereinlGST shall be levied as
additional dutyofcustomsinadditiontobasiccustoms duty under the Customs Tariff Act, 1975.

e Areself-supplies taxable under GST?

Ans.Inter-stateself-suppliessuchasstocktransfers, branch transfers or consignment sales shall be
taxable under IGST even though such transactions may not involve payment of consideration.
Every supplier is liable to register under the GST law in the State or Union territory from
where he makes a taxable supply of goods or services or both in terms of Section 22 of the
model GST law. However, intra-state self-supplies are not taxable subject to not opting for
registration as business vertical.

e Whethertransferoftitleand/orpossession isnecessary
foratransactiontoconstitutesupplyof goods?

Ans.Titleaswellaspossessionbothhavetobetransferred
foratransactiontobeconsideredasasupplyofgoods. In case title is not transferred, the transaction
would be treated as supply of service in terms of Schedule Il (1) (b). In somecases,possession
maybetransferredimmediately buttitlemaybetransferredatafuturedatelikeincase
ofsaleonapprovalbasisorhirepurchasearrangement. Such transactions will also be termed as
supply of goods.

e What do you meanby“supplymade in the courseor furtheranceof business”?

Ans. “Business™ is defined under Section 2(17) include any trade, commerce, manufacture,
profession, vocation etc. whether or not undertaken for a pecuniary benefit. Business also
includes any activity or transaction which is incidental or ancillary to the aforementioned listed
activities. In addition, any activity undertaken by the Central Govt. or a State Govt. or any local
authority in which they are engaged as public authority shall also be construed as business.
From the above, it may be noted that any activity undertaken included in the definition for
furtherance or promoting of a business could constitute a supply under GST law.

e Anindividualbuysacarforpersonaluseand
afterayearsellsittoacardealer.Willthetransaction beasupplyintermsofCGST/SGST Act?
Givereasonsforthe answer.

Ans. No,becausesupplyisnotmadebytheindividualin
thecourseorfurtheranceofbusiness.Further,noinput tax credit was admissible on such car at the
time of its acquisition as it was meant for non-business use.



e Adealerofair-conditioners permanently transfersanair conditionerfromhisstock
intrade,forpersonaluse athisresidence. Willthetransactionconstitutea supply?

Ans.Yes. As per Sl. No.1 of Schedule-I, permanent transfer or disposal of business assets where
input tax credit has been availed on such assets shall constitute a supply under GST even where
no consideration is involved.

e Whetherprovisionofserviceorgoodsbya club or association or society to its members
will be treatedas supplyor not?

Ans.Yes. Provisionoffacilities byaclub,association,
societyoranysuchbodytoitsmembersshallbetreated as supply. This is included in the definition of
‘business’ in section 2(17) of CGST/SGST Act.

e What are the different types of supplies under the GST law?

Ans. (i) Taxable and exempt supplies. (ii) Inter-State and Intra-State supplies, (iii) Composite
and mixed supplies and (iv) Zero rated supplies.

e What are inter-state suppliesand intra-state supplies?

Ans.Inter-stateandintra-statesupplieshavespecifically beendefinedinSection 7(1), 7(2) and 8(1),
8(2) of the IGST Actrespectively. Broadly,wherethelocationofthesupplierandtheplaceof supply
areinsamestateitwill beintra-stateandwhereit is in different states it will be inter-state supplies.

e Whethertransferof rightto usegoodswill betreated assupplyofgoodsorsupplyofservice?
Why?

Ans.Transferofrighttousegoods shall betreatedas supply
ofservicebecausethereisnotransferoftitlein such supplies. Such transactions are specifically
treated as supplyof service in Schedule-11 of CGST/SGST Act.

e Whether Works contracts and Catering services willbetreated
assupplyofgoodsorsupply of services?Why?

Ans.Workscontractsandcateringservicesshallbetreated

as supply of services as both are specified under SlI. No. 6 (a) and (b) in Schedule-II of the
model GST law.

e Whether supply of software would be treated as supply of goods or supply of
services under GST law?



Ans. Development, design, programming, customization, adaptation, upgradation,
enhancement, implementation of information technology software shall be treated as supply
of services as listed in SI. No. 5 (2)(d) of Schedule —II of the model GST law.

e Whether goods supplied onhirepurchase basiswillbetreated assupplyofgoodsorsupplyof
services?Why?

Ans.Supplyofgoodsonhirepurchaseshallbetreated assupply
ofgoodsasthereistransferoftitle,albeitata future date.

e What is a Composite Supply under CGST/ SGST/UTGST Act?

Ans.  Composite Supply means a supply made by a taxable person to a recipient comprising
two or more supplies of goods or services, or any combination thereof, which are naturally
bundled and supplied in conjunction with each other in the ordinary course of business, one of
which is a principal supply. For example, where goods are packed and transported with
insurance, the supply of goods, packing materials, transport and insurance is a composite
supply and supply of goods is the principal supply.

e How will tax liability on a composite supply be determined under GST?

Ans. 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.

e What is a mixed supply?

Ans.  Mixed Supply means two or more individual supplies of goods or services or any
combination thereof, made in conjunction with each other by a taxable person for a single price
where such supply does not constitute a composite supply. For example, a supply of package
consisting of canned foods, sweets, chocolates, cakes, dry fruits, aerated drink and fruit juice
when supplied for a single price is a mixed supply. Each of these items can be supplied
separately and it is not dependent on any other. It shall not be a mixed supply if these items are
supplied separately.

e How will tax liability on a mixed supply be determined under GST?

Ans. A mixed supply comprising two or more supplies shall be treated as supply of that
particular supply which attracts the highest rate of tax.

e Are there any activities which are treated as neither a supply of goods nor a supply of
services?

Ans. Yes. Schedule-111 of the model GST law lists certain activities such as (i) services by an
employee to the employer in the course of or in relation to his employment, (ii) services by any
Court or Tribunal established under any law, (iii) functions performed by members of
Parliament, State Legislatures, members of the local authorities, Constitutional functionaries



(iv) services of funeral, burial, crematorium or mortuary and (v) sale of land and (vi),
actionable claims other than lottery, betting and gambling shall be treated neither a supply of
goods or supply of services.

e What is meant by zero rated supply under GST?

Ans.  Zero rated supply means export of goods and/or services or supply of goods and/or
services to a SEZ developer or a SEZ Unit.

e Will import of services without consideration be taxable under GST?

Ans. As a general principle, import of services without consideration will not be considered as
supply under GST in terms of Section 3. However, 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, even without consideration will be treated as supply in terms of Sl. No.4
of Schedule 1.
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5. TimeofSupply

e What is time of supply?

Ans. The time of supply fixes the point when the liability to charge GST arises. It also indicates
when a supply is deemed to have been made. The CGST/SGST Act provides separate time of
supply for goods and services.

e When does the liability to pay GST arise in respect of supply of goods and Services?

Ans. Sectionl12 & 13 of the CGST/SGST Act provides for time of supply of goods. The time of
supply of goods shall be the earlier of the following namely,

(i) the date of issue of invoice by the supplier or the last date on which he is required under
Section 31, to issue the invoice with respect to the supply; or

(ii) the date on which the supplier receives the payment with respect to the supply.

e What is time of supply in case of supply of vouchers in respect of goods and
services?

Ans. The time of supply of voucher in respect of goods and services shall be;

e the date of issue of voucher, if the supply is identifiable at that point; or
e the date of redemption of voucher in all other cases.

e Where it is not possible to determine the time of supply in terms of sub-section 2, 3,
40f Section 12 or that of Section 13 of CGST/SGST Act, how will time of supply be
determined?

Ans.There is a residual entry in Section 12(5) as well as 13 (5) which saysthat if periodical

return has to be filed, then the due date of filing of such periodical return shall be the time of
supply. In other cases, it will be the date on which the CGST/SGST/IGST is actually paid.

e What does “date of receipt of payment” mean?

Ans. It is the earliest of the date on which the payment is entered in the books of accounts of the
supplier or the date on which the payment is credited to his bank account.

e Suppose, part advance payment is made or invoice issued is for part payment,
whether the time of supply will cover the full supply?

Ans. No.The supply shall be deemed to have been made to the extent it is covered by the invoice or the part payment.

e What is the time of supply of goods in case of tax payable under reverse charge?



Ans. The time of supply will be the earliest of the following dates:

a) date of receipt of goods; or

b) date on which payment is made; or

C) the date immediately following 30 days from the date of issue of invoice by the
supplier.

e What is the time of supply of service in case of tax payable under reverse charge?

Ans. The time of supply will be the earlier of the following dates:

o date on which payment is made; or
) the date immediately following sixty days from the date of issue of invoice by the
supplier.

e What is the time of supply applicable with regard to addition in the value by way of
interest, late fee or penalty or any delayed payment of consideration?

Ans. The time of supply with regard to an addition in value on account of interest, late fee or
penalty or delayed consideration shall be the date on which the supplier received such additional
consideration.

e Is there any change in time of supply, where supply is completed prior to or after
change in rate of tax?

Ans. Yes. Insuch cases provisions of Section 14 will apply.
e What is the time of supply, where supply is completed prior to change in rate of tax?
Ans.  Insuch cases time of supply will be

o where the invoice for the same has been issued and the payment is also received
after the change in rate of tax, the time of supply shall be the date of receipt of
payment or the date of issue of invoice, whichever is earlier; or

o where the invoice has been issued prior to change in rate of tax but the payment is
received after the change in rate of tax, the time of supply shall be the date of
issue of invoice; or



o where the payment is received before the change in rate of tax, but the invoice for
the same has been issued after the change in rate of tax, the time of supply shall
be the date of receipt of payment;

e What is the time of supply, where supply is completed after to change in rate of tax?

Ans.  Insuch cases time of supply will be

. where the payment is received after the change in rate of tax but the invoice has
been issued prior to the change in rate of tax, the time of supply shall be the date
of receipt of payment; or

. where the invoice has been issued and the payment is received before the change
in rate of tax, the time of supply shall be the date of receipt of payment or date of
issue of invoice, whichever is earlier; or

. where the invoice has been issued after the change in rate of tax but the payment
is received before the change in rate of tax, the time of supply shall be the date of
issue of invoice

e Let’ssay there was increase in tax rate from 18% to 20% w.e.f.1.6.2017. What is the tax
rate applicable when services provided and invoice issued before change in rate in April
2017, but payment received after change in rate in June2017?

Ans. The old rate of 18% shall be applicable as services are provided prior to 1.6.2017.

e Let’s say there was increase in tax rate from 18% to 20% w.e.f. 1.6.2017. What is the
tax rate applicable when goods are supplied and invoice issued after change in rate in June
2017, but full advance payment was already received in April 2017?

Ans.  The new rate of 20% shall be applicable as goods are supplied and invoice
issued after 1.6.2017

e What is the time period within which invoice has to be issued for supply of Goods?

Ans. As per Section 31 of CGST/SGST Act a registered taxable person shall issue a tax invoice
showing description, quantity and value of goods, tax charged thereon and other prescribed
particulars, before or at the time of

e removal of goods for supply to the recipient, where supply involves movement of
goods or

e delivery of goods or making available thereof to the recipient in other cases.

e What is the time period within which invoice has to be issued for supply of Services?



Ans. As per Section 31 of CGST/SGST Act a registered taxable person shall, before or after the
provision of service, but within a period prescribed in this behalf, issue a tax invoice showing
description, value of goods, tax payable thereon and other prescribed particulars.

What is the time period within which invoice has to be issued in a case involving
continuous supply of goods?

Ans.In case of continuous 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 the case may be, each such payment is received.

e What is the time period within which invoice has to be issued in a case involving
continuous supply of services?

Ans.In case of continuous supply of services,

e 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 the
supplier of the service;

e 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;

e 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.

e What is the time period within which invoice has to be issued where the goods being
sent or taken on approval for sale?

Ans. The invoice in respect of goods sent or taken on approval for sale or return shall be issued
before or at the time of supply or six months from the date of approval, whichever is earlier.



6. ValuationinGST

e What is the value of taxable supply to be adopted for the levy of GST?

Ans. The value of taxable supply of goods and services shall ordinarily be ‘the transaction
value” which is the price paid or payable, when the parties are not related and price is the sole
consideration. Section 15 of the CGST/SGST Act further elaborates various inclusions and
exclusions from the ambit of transaction value. For example, the transaction value shall not
include refundable deposit, discount allowed subject to certain conditions before or at the time

of supply.
e What is transaction value?

Ans.Transaction value refers to the price actually paid or payable for the supply of goods and or
services where the supplier and the recipient are not related and price is the sole consideration
for the supply. It includes any amount which the supplier is liable to pay but which has been
incurred by the recipient of the supply.

e Are there separate valuation provisions for CGST, SGST and IGST and for Goods and
Services?

Ans. No, section 15 is common for all three taxes and also common for goods and services.
e Is contract price not sufficient to determine valuation of supply?

Ans.Contract price is more specifically referred to as «ransaction value’ and that is the basis for computing tax.
However, when the price is influenced by factors like relationship of parties or where certain transactions are deemed to be supply, which do not

have a price, the value has to be determined in accordance with the GST Valuation Rules.
e Isreference to GST Valuation Rules required in all cases?

Ans. No. Reference to GST Valuation Rules is required only in cases where value cannot be
determined under sub-section (1) of Section 15.

e Can the transaction value declared under section 15(1) be accepted?
Ans.Yes, it can be accepted after examining for inclusions in section 15(2). Furthermore, the

transaction value can be accepted even where the supplier and recipient are related, provided
the relationship has not influenced the price.

e Whether post-supply discounts or incentives are to be included in the transaction
value?



Ans.Yes. wherethe post-supply discount is established as per the agreement which is known at or
before the time of supply and where such discount specifically linked to the relevant invoice and
the recipient has reversed input tax credit attributable to such discount, the discount is allowed
as admissible deduction under Section 15 of the model GST law.

e Whether  pre-supply  discounts  allowed before or at the time of supply are
includible in the transaction value?

Ans. No, provided it is allowed in the course of normal trade practice and has been duly
recorded in the invoice.

e When are the provisions of the Valuation Rules applicable?

Ans.Valuation Rules are applicable when (i) consideration either wholly or in part not in money
terms; (ii) parties are related or supply by any specified category of supplier; and (iii)
transaction value declared is not reliable.

e What are the inclusions specified in Section 15(2) which could be added to Transaction
Value?

Ans. The inclusions specified in Section15 (2) which could be added to transaction value are as
follows:

a) Any taxes, duties, cesses, fees and charges levied under any statute, other than the
SGST/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;

b) Any amount that the supplier is liable to pay in relation to such supply but which
has been incurred by the recipient of the supply and not included in the price actually paid or
payable for the goods and/or services;

C) Incidental expenses, such as commission and 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;

d) Interest or late fee or penalty for delayed payment of any consideration for any
supply; and
e) Subsidies directly linked to the price excluding subsidies provided by the Central

and State Government.



7. GSTPaymentofTax

e What are the Payments to be made in GST regime?

Ans. In the GST regime, for any intra-state supply, taxes to be paid are the Central GST
(CGST), going into the account of the Central Government) and the State/UT GST (SGST, going
into the account of the concerned State Government). For any inter-state supply, tax to be paid is
Integrated GST (IGST) which will have components of both CGST and SGST. In addition,
certain categories of registered persons will be required to pay to the government account Tax
Deducted at Source (TDS) and Tax Collected at Source (TCS). In addition, wherever applicable,
Interest, Penalty, Fees and any other payment will also be required to be made.

e Who is liable to pay GST?

Ans. In general, the supplier of goods or services is liable to pay GST. However, in specified
cases like imports and other notified supplies, the liability may be cast on the recipient under the
reverse charge mechanism. Further, in some notified cases of intra-state supply of services, the
liability to pay GST may be cast on e-commerce operators through which such services are
supplied. Also Government Departments making payments to vendors above a specified limit
[2.5 lakh under one contract as per S.51(1)(d)] are required to deduct tax (TDS) and E-
commerce operators are required to collect tax (TCS) on the net value [i.e. aggregate value of
taxable supplies of goods and/or services but excluding such value of services on which the
operator is made liable to pay GST under Section 9(5) of the CGST Act, 2017] of supplies made
through them and deposit it with the Government.

e When does liability to pay GST arises?

Ans. Liability to pay arises at the time of supply of Goods as explained in Section 12 and at the
time of supply of services as explained in Section13.

The time is generally the earliest of one of the three events, namely receiving payment, issuance
of invoice or completion of supply. Different situations envisaged and different tax points have
been explained in the aforesaid sections.

e What are the main features of GST payment process?

Ans. The payment processes under GST Act(s) have the following features:

. Electronically generated challan from GSTN Common Portal in all modes of payment
and no use of manually prepared challan;

. Facilitation for the tax payer by providing hassle free, anytime, anywhere mode of
payment of tax;

. Convenience of making payment online;



. Logical tax collection data in electronic format;

. Faster remittance of tax revenue to the Government Account;
. Paperless transactions;

. Speedy Accounting and reporting;

. Electronic reconciliation of all receipts;

. Simplified procedure for banks

. Warehousing of Digital Challan.

e How can payment be done?
Ans. Payment can be done by the following methods:

(i) Through debit of Credit Ledger of the tax payer maintained on the Common Portal — ONLY
Tax can be paid. Interest, Penalty and Fees cannot be paid by debit in the credit ledger. Tax
payers shall be allowed to take credit of taxes paid on inputs (input tax credit) and utilize the
same for payment of output tax. However, no input tax credit on account of CGST shall be
utilized towards payment of SGST and vice versa. The credit of IGST would be permitted to be
utilized for payment of IGST, CGST and SGST in that order.

(i) In cash by debit in the Cash Ledger of the tax payer maintained on the Common Portal.
Money can be deposited in the Cash Ledger by different modes, namely, E-Payment (Internet
Banking, Credit Card, Debit Card); Real Time Gross Settlement (RTGS)/ National Electronic
Fund Transfer (NEFT); Over the Counter Payment in branches of Banks Authorized to accept
deposit of GST.

e When is payment of taxes to be made by the Supplier?

Ans. Payment of taxes by the normal tax payer is to be done on monthly basis by the 20th of the
succeeding month. Cash payments will be first deposited in the Cash Ledger and the tax payer
shall debit the ledger while making payment in the monthly returns and shall reflect the relevant
debit entry number in his return. As mentioned earlier, payment can also be debited from the
Credit Ledger. Payment of taxes for the month of March shall be paid by the 20th of April.
Composition tax payers will need to pay tax on quarterly basis.

e Whether time limit for payment of tax can be extended or paid in monthly
installments?



Ans.  No, this is not permitted in case of self-assessed liability. In other cases, competent
authority has been empowered to extend the time period or allow payment in instalments.
(Section 80 of the CGST/SGST Act).

e What happens if the taxable person files the return but does not make payment of tax?

Ans. In such cases, the return is not considered as a valid return. Section 2(117) defines a valid
return to mean a return furnished under sub-section (1) of section 39 on which self-assessed tax
has been paid in full. It is only the valid return that would be used for allowing input tax credit
(ITC) to the recipient. In other words, unless the supplier has paid the entire self-assessed tax
and filed his return and the recipient has filed his return, the ITC of the recipient would not be
confirmed.

e Which date is considered as date of deposit of the tax dues — Date of presentation of
cheque or Date of payment or Date of credit of amount in the account of government?

Ans. It is the date of credit to the Government account.

e What are E-Ledgers?

Ans. Electronic Ledgers or E-Ledgers are statements of cash and input tax credit in respect of
each registered taxpayer. In addition, each taxpayer shall also have an electronic tax liability
register. Once a taxpayer is registered on Common Portal (GSTN), two e-ledgers (Cash &Input
Tax Credit ledger) and an electronic tax liability register will be automatically opened and
displayed on his dash board at all times.

e What is a tax liability register?

Ans. Tax Liability Register will reflect the total tax liability of a taxpayer (after netting) for the
particular month.

e What is a Cash Ledger?

Ans. The cash ledger will reflect all deposits made in cash, and TDS/TCS made on account of
the taxpayer. The information will be reflected on real time basis. This ledger can be used for
making any payment on account of GST.

e Whatisan ITC Ledger?



Ans. Input Tax Credit as self-assessed in monthly returns will be reflected in the ITC Ledger.
The credit in this ledger can be used to make payment of TAX ONLY and not other amounts such
as interest, penalty, fees etc.

e What is the linkage between GSTN and the authorized Banks?

Ans. There will be real time two-way linkage between the GSTN and the Core Banking Solution
(CBS) of the Bank. CPIN is automatically routed to the Bank via electronic string for verification
and receiving payment and a challan identification number (CIN) is automatically sent by the
Bank to the Common Portal confirming payment receipt. No manual intervention will be
involved in the process by any one including bank cashier or teller or the tax payer.

e Can atax payer generate challan in multiple sittings?

Ans. Yes, a taxpayer can partially fill in the challan form and temporarily *“save’ the challan
for completion at a later stage. A saved challan can be “edited” before finalization. After the tax
payer has finalized the challan, he will generate the challan, for use of payment of taxes. The
remitter will have option of printing the challan for his record.

e Can achallan generated online be modified?

Ans. No. After logging into GSTN portal for generation of challan, payment particulars have to
be fed in by the tax payer or his authorized person. He can save the challan midway for future
updation. However once the challan is finalized and CPIN generated, no further changes can be
made to it by the taxpayer.

e Isthere a validity period of challan?

Ans. Yes, a challan will be valid for fifteen days after its generation and thereafter it will be
purged from the System. However, the tax payer can generate another challan at his
convenience.

Q 18.What is a CPIN?



Ans. CPINstandsforCommonPortalldentification
Number(CPIN)givenatthetimeofgenerationofchallan. It is a 14-digit unique number to identify
the challan. As stated above, the CPIN remains valid for a period of 15 days.

Q 19.What is a CIN andwhat is its relevance?

Ans.CINstandsforChallanldentificationNumber. It is a 17-digithumber that is 14-digit
CPIN plus 3-digit BankCode. CINisgeneratedbytheauthorizedbanks/ Reserve Bank of India
(RBI) when payment is actually receivedbysuchauthorizedbanksorRBlandcredited
intherelevantgovernmentaccountheldwiththem. It  isanindicationthatthepayment  has
beenrealizedand creditedtotheappropriategovernmentaccount. CIN iscommunicated
bytheauthorizedbanktotaxpayeras wellastoGSTN.

Q20.Whatisthesequenceofpaymentoftaxwhere
thattaxpayerhasliabilitiesforpreviousmonthsalso?

Ans. Section49(8)prescribesanorderofpaymentwhere thetaxpayerhastaxliability beyond
thecurrentreturn period.Insuchasituation,theorderofpayment tobe followed is: First self-
assessed tax and other duesfor the previousperiod;thereafterself-assessedtaxandother
duesforthecurrentperiod; andthereafteranyotheramounts
payableincludinganyconfirmeddemandsundersection?3 or 7a. This sequence has to be mandatorilyfollowed.

Q21. What does the expression “Other dues” referred to above mean?

Ans. The expression “other dues” means interest, penalty, fee or any other amount payable under the Act or the rules made thereunder.

Q 22.What is anE-FPB?

Ans.E-FPB stands for Electronic Focal Point Branch. These
arebranchesofauthorizedbankswhichare authorizedtocollectpaymentofGST.Eachauthorized
bankwillnominateonlyonebranchasitsE-FPBfor pan India Transactions. The E-FPB will
have to open accountsundereachmajor headforallgovernments. Total 38 accounts (one each
for CGST, IGST and one each for SGST for each State/UT Govt.) will have to be opened.
Any amount receivedbysuchE-FPBtowards GST will be credited to the appropriate account
held by suchE-FPB.

ForNEFT/RTGSTransactions,RBlwillactasE-FPB.
Q 23.What is TDS?

Ans.TDSstandsforTaxDeductedatSource(TDS).As per section 51, this provision is meant for
Government andGovernment undertakingsandothernotified
entitiesmakingcontractualpaymentswhere total value of such supply under a
contract exceeds Rs.2.5Lakhs to suppliers. While making any payments under such
contracts, the concernedGovernment/authorityshalldeductl%ofthe totalpayment made
andremititintotheappropriate GSTaccount.



Q 24.How willtheSupplieraccountforthisTDS?
while filing his return?

Ans.AnyamountshownasTDSwillbereflectedinthe

electroniccashledgeroftheconcernedsupplier. Hecan
utilizethis amount towards discharging his liability towards tax, interest feesandanyother
amount.

Q 25.HowwilltheTDSDeductoraccountforsuch
TDS?

Ans.TDS Deductor will account for such TDS in the following ways:
1.  Suchdeductorsneedstogetcompulsorilyregistered under section 24 of the CGST/SGST Act.

2. TheyneedtoremitsuchTDScollectedbythelOth
dayofthemonthsucceedingthemonthinwhichTDS was collected and reported in GSTR 7.

3. The amount deposited as TDS will be reflected in the
electroniccashledger of the supplier.

4.  They needtoissuecertificateofsuchTDStothedeductee within 5 days of crediting the TDS
to the govt a/c,failing which fees of Rs. 100per day subject to maximum of Rs. 5000/- will
be payable by such deductor.

Q 26.What is Tax Collectedat Source(TCS)?

Ans.Thisprovisionisapplicable onlyforE-Commerce Operator undersection 52 ofCGST/SGST
Act. Every E-Commerce Operator, not being an agent, needs to withhold an amount calculated
at the rate not exceeding one percent of the ““net value of taxable supplies” made through it
where the consideration with respect to such supplies is to be collected by the operator.
Suchwithheld amountistobedepositedbysuchE-CommerceOperator
totheappropriateGSTaccountbythe10thofthenextmonth.
TheamountdepositedasTCSwillbereflectedinthe electronic cashledger of the supplier.

Q 27. What does the expression “Net value of taxable supplies” mean?

Ans. The expression “net value of taxable supplies” means the aggregate value of taxable
supplies of goods or services, other than services notified under Section 9(5), made during any
month by all registered taxable persons through the operator reduced by the aggregate value
of taxable supplies returned to the suppliers during the said month.
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Q 28.Isthepre-registrationofcreditcardnecessary intheGSTN portal for theGST payment?
Ans.Yes. Thetaxpayerwouldberequiredtopre-register his credit card, from which the tax payment
is intended, with the Common Portal maintained on GSTN. GSTN may also attempt to putina
system withbanks ingettingthe credit card verified by taking a confirmation from the

creditcardserviceprovider.Thepayments usingcredit
cardscanthereforebeallowedwithoutanymonetarylimit to facilitateeaseof doing business.
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ElectronicCommerce
e What is Electronic Commerce?

Ans.Electronic Commerce has been definedtomeanthesupply ofgoods orservices or both,
including digital products over digital or electronic network.

e Who is ane-commerceoperator?

Ans.Electronic Commerce Operator has been defined to mean any person who owns, operates
or manages digital or electronic facility or platform for electronic commerce.

e Isitmandatoryfore-commerceoperatorto obtain registration?

Ans.Yes. The benefit ofthresholdexemptionisnotavailabletoe-commerce operators and they
would be liable to be registered irrespective of the valueof supplymadeby them.

e Whether a  supplier of  goods or services supplyingthroughe-commerce
operatorwouldbe entitled to threshold exemption?

Ans. No. The thresholdexemptionisnotavailable to such suppliers and they would be liable to
be registered irrespective of the valueof supplymadeby them. This requirement, however, is
applicable only if the supply is made through such electronic commerce operator who is
required to collect tax at source.

e Will an e-commerce operator be liable to pay tax in respect of supply of goods or
services made through it, instead of actual supplier?



Ans.Yes, but only in case of certain notified services. In such cases tax shall be paid by the
electronic commerce operator if such services are supplied through it and all the provisions of
the Act shall apply to such electronic commerce operator as if he is the person liable to pay tax
in relation to supply of such services.

e Will threshold exemption be available to electronic commerce operators liable to pay
tax on notified services?

Ans. No. Threshold exemption is not available to e-commerce operator whoare require to
pay tax on notified services provided through them.

e What is Tax Collection at Source(TCS)?

Ans.Thee-commerce operatorisrequiredtocollectanamount calculated at the rate not
exceeding one percent of the net value of taxable supplies made through it, where the
consideration with respect to such supplies is to be collected by such operator.
Theamountso collected is called as Tax Collection at Source (TCS).

e |t is very common that customers of e-commerce companies return goods. How these
returns are going to be adjusted?

Ans. An e-commerce company is required to collect tax only on the net value of taxable
supplies. In other words, value of the supplies which are returned are adjusted in the
aggregate value of taxable supplies.

e What is meant by “net value of taxable supplies”?
Ans. The “net value of taxable supplies” means the aggregate value of taxable supplies
of goods or services or both, other than the services on which entire tax is payable by the
e-commerce operator, made during any month by all registered persons through such
operator reduced by the aggregate value of taxable supplies returned to the suppliers

during the said month.

e Isevery e-commerce operator required to collect tax on behalf of actual supplier?

Ans. Yes, every e-commerce operator is required to collect tax where consideration with
respect to the supply is being collected by the e-commerce operator.

e Atwhattimeshouldthee-commerce operator makesuch collection?



Ans. The e-commerce operator should make the collection during the month in which
supply was made.

e  WhatisthetimewithinwhichsuchTCSistobe remittedbythee-
commerceoperatortoGovernment account?

Ans.  Theamount collected bytheoperatoristobepaidtoappropriate governmentwithin 10days
afterthe end ofthemonthinwhichamountwassocollected.

e Howcanactualsuppliersclaimcreditofthis TCS?

Ans.The amount ofTCS deposited by the operator with the appropriate
governmentwillbereflectedinthecashledger of the actual registered supplier (on whose account
such collectionhasbeenmade)onthebasisofthestatement filed by the operator. The same can be
used at the time of dischargeoftaxliability inrespectofthesupplies bythe actualsupplier.

e Isthee-commerceoperatorrequiredtosubmit
anystatement?Whatarethedetailsthatarerequired to be submittedinthestatement?

Ans. Yes, every operator is required to furnish a statement, electronically, containing the
details of outward supplies of goods or services effected through it, including the supplies of
goods or services returned through it, and the amount collected by it as TCS during a month
within ten days after the end of such month. The operator is also required to file an annual
statement by 31st day of December following the end of the financial year in which the tax was
collected.

e Whatistheconceptofmatchingine-commerce provisions andhow it is going to work?

Ans. The details of supplies and the amount collected during a calendar month, and furnished
by every operator in his statement will be matched with the corresponding details of outward
supplies furnished by the concerned supplier in his valid return for the same calendar month or
any preceding calendar month. Where the details of outward supply, on which the tax has been
collected, as declared by the operator in his statement do not match with the corresponding
details declared by the supplier the discrepancy shall be communicated to both persons.

e What will happen if the details remain mismatched?



Ans.  Thevalueofasupplyrelating to any payment in respect of which any discrepancy is
communicatedandwhichisnotrectifiedbythesupplier inhis valid
returnforthemonthinwhichdiscrepancy is communicatedshallbeaddedtotheoutputliabilityof
thesaidsupplier,forthecalendarmonthsucceedingthe
calendarmonthinwhichthediscrepancyiscommunicated. The concernedsupplier shall, inwhose
outputtax liability anyamounthasbeenadded shallbeliabletopaythetax payable in respect of
such supply along with interestonthe amount so added from the date such tax was due till the
date of its payment.

e Are there any additional powers to tax officers available?

Ans. Any authority not below the rank of Deputy Commissioner may issue a notice to the
electronic operator to furnish specified details within a period of 15 working days from the
date of service of such notice.
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9. JobWork

e What is job work?

Ans. Job work means undertaking any treatment or process by a person on goods belonging to
another registered taxable person. The person who is treating or processing the goods
belonging to other person is called ‘job worker’ and the person to whom the goods belongs is
called ‘principal’.

This definition is much wider than the one given in Notification No. 214/86 —CE dated 23rd
March, 1986. In the said notification, job work has been defined in such a manner so as to
ensure that the activity of job work must amount to manufacture. Thus the definition of job



work itself reflects the change in basic scheme of taxation relating to job work in the proposed
GST regime.

e Whethergoodssentbyataxablepersontoa job worker will be treated as supply and liable
to GST?Why?

Ans. It will be treated as a supply as supply includes all forms of supply such as sale, transfer,
etc. However, the registered taxable person (the principal), 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 to another job worker(s) and shall
either bring back such inputs/capital goods after completion of job work or otherwise within 1
year/3years of their being sent out or supply such inputs/capital goods after completion of job
work or otherwise within 1 year / 3 years 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.

e Isa job worker required to take registration?

Ans.Yes,asjob work IS a service, the job worker
wouldberequiredtoobtainregistrationifhisaggregate turnoverexceedsthe prescribed threshold.

e Whether the goods of principal directly supplied from the job worker’s premises
will be included in the aggregate turnover of the job worker?

Ans.No. Itwillbeincludedintheaggregateturnoverofthe principal. However, the value of goods
or services used by the job worker for carrying out the job work will be included in the value of
services supplied by the job worker.

e Can a principal send inputs and capital goods directly to the premises of job worker
without bringing it to his premises?

Ans. Yes, the principal is allowed to do so. The input tax credit of tax paid on inputs or capital
goods can also be availed by the principal in such a scenario. The inputs or capital goods must
be received back within one year or three years respectively failing which the original
transaction would be treated as supply and the principal would be liable to pay tax
accordingly.

e Can the principalsupply the goods directly fromthepremisesofthejob
workerwithoutbringing it back to his ownpremises?

Ans.Yes. Buttheprincipalshouldhave declared the premises of an unregistered job worker as his
additional place of business. If the job worker is a registered person then goods can be
supplied directly from the premises of the job worker. The Commissioner may also notify goods
in which case goods sent for job work can be directly supplied from the premises of the job
worker.



e Under what circumstancescan the principal directlysupplygoodsfromthepremisesofjob
worker without declaring the premises of job worker as his additional place of business?

Ans.Thegoodscan besu ppl ieddi I’eCtIyfrc)mthepIace(:)fbusinessofjob workerwithoutdeclaringitasadditionalplace  of

business in two circumstances namely where the job worker is a registered taxable person or where the principal

isengagedinsupplyofsuchgoodsasmaybe notified by the Commissioner.

e What aretheprovisionsconcerningtaking oflTCinrespectofinputs/capitalgoodssenttoa
job worker?

Ans.Principalshallbeentitledtotake creditof taxes paid on inputs or capital goodssenttoa job
worker whether sent after receiving them at his place of business or even when such the inputs
or capital goods are directly sent to a job worker without their being first brought to his place
of business. However, the inputs or capital goods,aftercompletion ofjob work, are required to
be received back or supplied from job worker’s premises, as the case may be, within a period
of one year or three years of their being sent out.

e What happens when the inputs or capital goods are not received back or supplied
from the place of business of job worker within prescribed time period?

Ans. If the inputs or capital goods are not received back by the principal or are not supplied
from the place of business of job worker within the prescribed time limit, it would be deemed
that such inputs or capital goods had been supplied by the principal to the job worker on the
day when the said inputs or capital goods were sent out by the principal (or on the date of
receipt by the job worker where the inputs or capital goods were sent directly to the place of
business of job worker). Thus the principal would be liable to pay tax accordingly.

e Some capital goods like jigs and fixtures are non-usable after
their use and normally sold as scrap. What is the treatment of
such items in job work provisions?

Ans. The condition of bringing back capital goods within three years is not applicable to moulds,
dies, jigs and fixtures or tools.

. What would be treatment of the waste and scrap generated during the job work?
Ans.The waste and scrap generated during the job work can be supplied by the job worker
directly from his place of business, on payment of tax, if he is registered. If he is not registered,
the same would be supplied by the principal on payment of tax.

o Whether intermediate goods can also be sent for job work?

Ans. Yes. The term inputs, for the purpose of job work, includes intermediate goods arising
from any treatment or process carried out on the inputs by the principal or job worker.



e Who is responsible for the maintenance of proper accounts
related to job work?

Ans. It is completely the responsibility of the principal to maintain proper accounts of job work
related inputs and capital goods.

e Aretheprovisionsofjob workapplicabletoall categories of goods?

Ans.No.Theprovisionsrelatingtojob workareapplicable
onlywhenregisteredtaxablepersonintendstosendtaxable goods. Inotherwords, these provisions
are notapplicable toexemptedornon-taxablegoodsorwhenthesenderisagersonother than

registeredtaxableperson.

o Is it compulsory that job work provisions should be followed by the principal?

Ans. No. The principal can send the inputs or capital goods after payment of GST without
following the special procedure. In such a case, the job-worker would take the input tax credit
and supply back the processed goods (after completion of job-work) on payment of GST.

. Should job worker and principal be located in same State or Union territory?

Ans. No this is not necessary as provisions relating to job work have been adopted in the IGST
Act as well as in UTGST Act and therefore job-worker and principal can be located either is
same State or in same Union Territory or in different States or Union Territories.

10. InputTaxCredit

e What is input tax?
Ans. Input tax means the central tax (CGST), State tax (SGST), integrated tax (IGST) or Union
territory tax (UTGST) charged on supply of goods or services or both made to a registered person.

It also includes tax paid on reverse charge basis and integrated tax goods and services tax charged
on import of goods. It does not include tax paid under composition levy.

e Can GST paid on reverse charge basis be considered as input tax?

Ans. Yes. The definition of input tax includes the tax payable under the reverse charge.



e Does input tax includes tax (CGST/IGST/SGST) paid on input goods, input services
and capital goods?

Ans.Yes, it includes taxes paid on input goods, input services and capital goods. Credit of tax
paid on capital goods is permitted to be availed in one instalment.

e Iscredit of all input tax charged on supply of goods or services allowed under GST?
Ans. A registered person is entitled to take credit of input tax charged on supply of goods or

services or both to him which are used or intended to be used in the course or furtherance of
business, subject to other conditions and restrictions.

e What are the conditions necessary for obtaining ITC?

Ans. Following four conditions are to be satisfied by the registered taxable person for
obtaining ITC:

(@) heis in possession of tax invoice or debit note or such other tax paying documents as
may be prescribed;

(b) he has received the goods or services or both;

(c) the supplier has actually paid the tax charged in respect of the supply to the government;
and

(d) he has furnished the return under section 39.

e Where the goods against an invoice are received in lots or instalments, how will
aregistered person be entitled to ITC?

Ans. The registered person shall be entitled to the credit only upon receipt of the last lot or
installment.

e Can a person take input tax credit without payment of consideration for the supply
along with tax to the supplier?

Ans. Yes, the recipient can take ITC. But he is required to pay the consideration along with tax
within 180 days from the date of issue of invoice. This condition is not applicable where tax is
payable on reverse charge basis.

e What would happen of the ITC taken by the registered person if he has not paid the
consideration along with tax within 180 days from the date of issue of invoice?



Ans. The amount of ITC would be added to output tax liability of the person. He would also be
required to pay interest. However, he can take ITC again on payment of consideration and tax.

e Who will get the ITC where goods have been delivered to a person other than taxable
person (“bill to’- “ship to ’scenarios)?

Ans.It would be deemed that the registered person has received the goods when the goods have
been delivered to a third party on the direction of such taxable person. So ITC will be available to
the person on whose order the goods are delivered to third person.

e What is the time limit for taking ITC and reasons therefor?

Ans. A registered person cannot take ITC in respect of any invoice or debit note for supply of
goods or services after the due date for furnishing the return under section 39 for the month of
September following the end of financial year to which such invoice/invoice relating to debit
note pertains or furnishing of the relevant annual return, whichever is earlier. So, the upper time
limit for taking ITC is 20" October of the next FY or the date of filing of annual return
whichever is earlier.

The underlying reasoning for this restriction is that no change in return is permitted after
September of next FY. If annual return is filed before the month of September,then no change
can be made after filing of annual return.

e Where the registered taxable person has claimed depreciation on the tax component of
the cost of capital goods under the provisions of the Income Tax Act,1961, will ITC be
allowed in such cases?

Ans. The input tax credit shall not be allowed on the said tax component in respect of which
depreciation has been claimed.

e Is credit of tax paid on every input used for supply of taxable goods or services or
both is allowed under GST?

Ans.Yes, except a small list of items provided in the law, the credit is admissible on all items. The list covers mainly items of personal
consumption, inputs use of which results into formation of an immovable property (except plant and machinery), telecommunication towers,

pipelines laid outside the factory premises, etc. and taxes paid as a result of detection of evasion of taxes.

e A taxable person is in the business of information technology. He buys a motor
vehicle for use of his Executive Directors. Can he avail the ITC in respect of GST paid
on purchase of such motor vehicle?

Ans. No. ITC on motor vehicles can be availed only if the taxable person is in the business of
transport of passengers or goods or is providing the services of imparting training on motor
vehicles.



e Sometimes goods are destroyed or lost due to various reasons? Can a person take ITC
to the extent of such goods?

Ans. No, a person cannot take ITC with respect to goods lost, stolen, destroyed or written off. In
addition, ITC with respect of goods given as gifts or free samples are also not allowed.

e Can aregistered person get ITC with respect of goods or services used for
construction of a building for business purposes?

Ans. No. ITC on goods or services by a person for construction of immovable property, other than
plant and machinery, is not allowed. Plant and machinery cover only apparatus, equipment, and
machinery fixed to earth by foundation or structural support, and excludes land and building,
among other things.

e Whatis the ITC entitlement of anewly registered person?

Ans. A person applying for registration can take input tax credit 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. If the person was liable to take registration and he
has applied for registration within thirty days from the date on which he became liable to
registration, then input tax credit ofinputsheldinstockandinputs contained in semi-finished or
finished goods held in stock on the day immediately preceding the date on which he became
liable to pay tax can be taken.

. A person becomes liable to pay tax on 1st August, 2017and has obtained
registration on 15th August, 2017. Such person is eligible for input tax credit on
inputs held in stock as on:

1% August, 2017

31% July, 2017

15" August, 2017

He cannot take credit for the past period

Ans. 31st July, 2017.

. What is the eligibility of input tax credit on inputs in stock for a person who obtains
voluntary registration?

Ans. The person who obtains voluntary registration is entitled to take the input tax credit of
input tax on inputs in stock, inputs in semi- finished goods and finished goods in stock, held on
the day immediately preceding the date of registration.

e What would be input tax eligibility in cases where there is a change in the
constitution of a registered person?



Ans.The registered person shall be allowed to transfer the input tax credit that remains
unutilized in its electronic credit ledger to the new entity, provided that there is a specific
provision for transfer of liabilities.

. Where goods or services or both received by a taxable person are used for effecting
both taxable and non-taxable supplies, whether the input tax credit is available to the
registered taxable person?

Ans. The input tax credit of goods or services or both attributable only to taxable supplies can be
taken by registered person. The manner of calculation of eligible credit would be provided by
rules.

e Ifinput tax credit is allowed only in respect of goods or services or both for effecting taxable
supplies, would it not lead to loss of input tax credit on exempt supplies when exported?

Ans. Zero-rated supplies have been covered within taxable supplies for the purpose of allowing
input tax credit. The scope of zero-rated supply is provided in the Integrated Goods and Services
Tax Act which includes even exempt supplies.

e Which of the following is included forcomputation of taxable supplies for the
purpose of availing credit?

(@) Zero-rated supplies

(b) Exempt supplies
(c) Both

Ans. Zero rated supplies.

e Where goods or services received by a registered person are used partly for the
purpose of business and partly for other purposes, whether the input tax credit is
available to the person?

Ans.The input tax credit of goods or services or both attributable only to the purpose of business can
be taken by registered person. The manner of calculation of eligible credit would be provided by
rules.

e A person paying tax under compounding scheme crosses the compounding
threshold and becomes a regular taxable person. Can he avail ITC and if so from what
date?

Ans. He can avail ITC in respect of inputs held in stock and inputs contained in semi-finished or
finished goods held in stock and on capital goods (reduced by prescribed percentage points) on



the day immediately preceding the date from which he ceases to be eligible for composition
scheme. The manner of calculation of eligible credit would be provided by rules.

e  Are there any special provisions in respect of banking companies?

Ans. A banking company or a financial institution including a non-banking financial company
engaged in supply of specified services would either avail proportionate credit or avail 50% of
the eligible input tax credit.

e Mr. A, a registered person was paying tax under composition scheme upto 30" July,
2017. However, w.e.f 31° July, 2017, Mr. A becomes liable to pay tax under regular
scheme. Is he eligible for ITC?

Ans. Mr. A is eligible for input tax credit on inputs held in stock and inputs contained in semi-
finished or finished goods held in stock and capital goods (reduced by such percentage points as
may be prescribed) as on 30" July, 2017.

Mr. B applies for voluntary registration on 5" June, 2017 and obtained registration
on 22ndJune, 2017. Mr. B is eligible for input tax credit on inputs in stock as on...............

Ans. Mr. B is eligible for input tax credit on inputs held in stock and inputs contained in semi-
finished or finished goods held in stock as on 21* June, 2017. Mr. B cannot take input tax credit
in respect of capital goods.

e  What would happen to the input tax credit availed by a registered person who opts
for composition scheme or where the goods or services or both supplied by him
become wholly exempt?

Ans.The registered person has to pay an amount equal to the input tax credit in respect of stocks
held on the day immediately preceding the date of exercise of option or date of exemption. In
respect of capital goods, the payable amount would be calculated by reducing by a
prescribed percentage point. The payment can be made by debiting electronic credit
ledger, if there is sufficient balance in the credit ledger, or by debiting electronic cash
ledger. If any balance remains in the credit ledger, it would lapse.

e Isthere any restriction on period for availment of ITC?

Ans. In cases of new registration, change from composition to normal scheme, from exempt to
taxable supplies, the concerned person cannot avail ITC after the expiry of one year from the
date of issue of tax invoice relating to such supply.



e What happens where the details of inward supplies furnished by the recipient do not
match with the outward supply details furnished by the supplier in his valid return?

Ans.In case of mismatch, the communication would be made to the both parties. If the mismatch
is not rectified, then the amount will be added to the output liability of recipient in the return for
the month succeeding the month in which discrepancy is communicated.

e Isinput tax credit allowed only after matching?

Ans. No, input tax credit is allowed provisionally for two months. The supply details are
matched by the system and discrepancies are communicated to concerned supplier and
recipient. In case mismatch continues, the ITC taken would be reversed automatically.

e Can provisionally allowed ITC be used for payment of all liabilities?

Ans. No, provisionally allowed ITC can be used only for the payment of self-assessed output
tax in the return.

e What will be the tax impact when capital goods on which ITC has been taken are
supplied by taxable person?

Ans.In case of supply of capital goods or plant and machinery on which input tax credit has
been taken, the registered person shall pay an amount equal to the input tax credit taken on the
said capital goods or plant and machinery reduced by the percentage points as may be
specified in this behalf or the tax on the transaction value of such capital goods, whichever is
higher.

e What is the tax implication of supply of capital goods by a registered person who had
taken ITC on such capital goods?

Ans. The registered person would pay an amount equal to ITC reduced by prescribed percentage
point or tax on the transaction value, whichever is higher. But in case of refractory bricks, moulds
and dies, jigs and fixtures when these are supplied as scrap, the person can pay tax on the
transaction value.

11. Conceptofinput ServiceDistributorinGST

e What is InputServiceDistributor (ISD)?

Ans. ISDmeansanofficeof the supplier of goods or services or both which receives tax invoices
towards receipt of input servicesandissues a prescribed documentforthepurposes
ofdistributingthecreditof central tax (CGST), State tax (SGST)/ Union territory tax (UTGST) or
integrated tax (IGST) paid on the said services to a supplier of taxable goods or services or
both havingsame PANas thatofthe 1SD.



e Whatarethe requirementsforregistrationasiSD?

Ans.AnlISDisrequiredtoobtain a separate registration even though it may be separately
registered. The threshold limit of registration is not
applicabletolSD.TheregistrationoflISDundertheexisting regime (i.e. under Service Tax) would
not be migrated in GSTregime.Alltheexisting ISDs willberequiredtoobtain fresh registration
under new regime in case they want to operateasan I1SD.

e What are the documents for distribution of credit by ISD?

Ans. The distribution of credit would be done through a document especially designed for this
purpose. The said document would contain the amount of input tax credit being distributed.

e Can an ISD distribute the input tax credit to all suppliers?

Ans. No. The input tax credit of input services shall be distributed only amongst those registered
persons who have used the input services in the course or furtherance of business.

e It is not possible many a times to establish a one-to-one link between quantum of
input services used in the course or furtherance of business by a supplier. In such
situations, how distribution of ITC by the ISD is to be done?

Ans. In such situations, distribution would be based on a formula. Firstly, distribution would be
done only amongst those recipients of input tax credit to whom the input service being
distributed are attributable. Secondly, distribution would be done amongst the operational units
only. Thirdly, distribution would be done in the ratio of turnover in a State or Union territory of
the recipient during the period to the aggregate of all recipients to whom input service being
distributed is attributable. Lastly, the credit distributed should not exceed the credit available for
distribution.

e \What does the turnover used for I1SD cover?

Ans. The turnover for the purpose of ISD does not include any duty or tax levied under entry 84
of List I and entry 51 and 54 of List Il of the Seventh Schedule to the Constitution.

e Isthe ISD required to file return?
Ans.Yes,ISDisrequiredto file monthly return by 13th of the following month.

e Cana companyhavemultiple ISD?



Ans.Yes,differentofficeslikemarketingdivision,securitydivisionetc. mayapplyfor separatelSD.
e Whataretheprovisionsforrecoveryofexcess/wronglydistributedcredit bylSD?

Ans. The excess/wrongly distributed credit can be recovered from the recipients of credit along
with interest by initiating action under section 73 or 74.

e Whether CGST and IGST credit can be distributedbylSD
aslGSTcredittorecipients locatedin differentStates?

Ans.Yes,CGSTcreditcanbedistributedaslGSTandIGST  creditcanbedistributed as CGSTby
anlSDfortherecipients located in different States.

e WhetherSGST / UTGSTcreditcanbedistributedaslGSTcredit byanlSDto recipients
locatedindifferentStates?

Ans.Yes,anlSDcandistributeSGST /UTGSTcreditaslGSTfortherecipients located in different
States.

e WhetherthelSDcandistributetheCGSTandIGST Credit as CGST credit?

Ans.Yes,CGSTandIGSTcreditcanbedistributedasCGSTcredit byan ISD for the recipients
locatedin sameState.

e Whether theSGST/ UTGSTandIGSTCreditcanbe distributedas SGST/UTGST
credit?

Ans.Yes,ISDcandistributeSGSTand 1GSTcredit as SGST / UTGST credit forthe recipients
locatedin sameState.
e Howtodistributecommoncreditamongall therecipients of anISD?

Ans.Thecommon creditusedbyalltherecipientscanbe distributedbylSDonproratabasisi.e.based
onthe turnoverofeachrecipienttotheaggregateturnoverofalltherecipients towhich credit is distributed.

e The ISDmaydistributetheCGSTandIGST credit to recipient outside
theStateas (@) IGST

(b) CGST (c) SGST
Ans.(a)IGST.

e ThelSDmaydistributetheCGSTcreditwithin theStateas



(a) IGST (b) CGST (c) SGST
(d) Anyof theabove.

Ans.(b) CGST.

e Thecreditoftaxpaidoninputserviceusedby morethanonesupplier is

(a) Distributedamongthesupplierswhousedsuch inputserviceonproratabasisofturnoverin
such State.

(b) Distributedequallyamong allthe suppliers.

(c) Distributedonlytoone supplier.
(d) Cannotbe distributed.

Ans.(a)Distributedamongthesupplierswhousedsuchinput service onproratabasisof turnoverin such State.

e Whethertheexcesscreditdistributedcould be recovered from ISD bythedepartment?

Ans. No. Excesscreditdistributedcanberecoveredalong with interest only from the recipient
and not ISD. The provisions of section 73 or 74 would be applicable for the recovery of credit.

e Whataretheconsequencesofcreditdistributed incontraventionof theprovisions of
theAct?

Ans.Thecreditdistributedincontraventionofprovisions ofActcould berecovered from therecipientto
which itis distributed along with interest.

*hkkkk



12.ReturnsProcessand matching of InputTax Credit

e What is thepurpose of returns?

Ans.

Mode for transfer of information to tax administration;

Compliance verification program of tax
administration;

Finalization of the tax liabilities of the taxpayer
withinstipulatedperiodoflimitation;todeclare tax liabilityfor agiven period;

Providing necessaryinputsfortakingpolicy decision;
Managementofauditandanti-evasionprograms of tax administration.

e Who needs to file Return in GST regime?

Ans.Every person registered under GST will have to file returns in some form or other. A
registered person will have to file returns either monthly (normal supplier) or quarterly basis
(Supplier opting for composition scheme). An ISD will have to file monthly returns showing
details of credit distributed during the particular month. A person required to deduct tax
(TDS) and persons required to collect tax (TCS) will also have to file monthly returns showing
the amount deducted/collected and other details as may be prescribed. A non-resident taxable
person will also have to file returns for the period of activity undertaken.

e Whattypeofoutwardsupplydetailsaretobefiled in the return?



Ans.Anormalregisteredtaxpayerhastofiletheoutward supply detailsinGSTR-
linrelationtovarioustypesof supplies made in a month, namely outward supplies to registered
persons, outward supplies to unregistered persons (consumers), details of Credit/Debit Notes,
zero rated,exempted andnon-GSTsupplies, exports,and advancesreceivedin relationtofuture

supply.
e Isthescannedcopyof invoicesto be uploaded along with GSTR-1?

Ans. No scannedcopyofinvoicesistobeuploaded.Only
certainprescribedfieldsofinformationfrominvoicesneed tobe uploaded.

e Whether all invoices will have to be uploaded?

Ans.No.ltdependsonwhetherB2BorB2Cpluswhether
Intra-stateor Inter-statesupplies.

ForB2Bsupplies,allinvoices,whetherintra-stateorinter- state supplies, will have to be uploaded.
Why So? Because ITC will be taken by the recipients, invoice matching is required tobe done.

In B2C supplies, uploading in general may not be required as the buyer will not be taking ITC.
However still in order toimplement  thedestinationbasedprinciple,invoicesof
valuemorethanRs.2.5lacsininter-stateB2Csupplieswill havetobeuploaded.Forinter-
stateinvoicesbelowRs.2.5

lacs and all intra-state invoices, state wise summary will be sufficient.

e Whetherdescriptionofeachitemintheinvoice will haveto be uploaded?

Ans. No.Infact,descriptionwillnothavetobeuploaded.
OnlyHSNcodeinrespectofsupplyofgoodsandAccounting
codeinrespectofsupplyofserviceswillhavetobefed. The
minimumnumberofdigitsthatthefilerwillhavetoupload would depend on his turnover in the last
year.

e Whethervalueforeachtransactionwillhave to be fed?What if noconsideration?

Ans.Yes.Notonlyvaluebuttaxablevaluewillalsohaveto
befed. In somecases,both maybe different.

In casethereisnoconsideration,but itissupplyby virtue of schedule 1, the taxable value will
have to be worked out as prescribed and uploaded.

e CanarecipientfeedinformationinhisGSTR-2 whichhasbeenmissed bythesupplier?

Ans.Yes,therecipientcanhimself feedtheinvoicesnot uploaded by his supplier.The credit on
suchinvoices will alsobegivenprovisionallybutwillbesubject tomatching. Onmatching,if the



invoiceisnot uploadedby the supplier, bothof themwillbeintimated.If themismatchis rectified,
provisional creditwill beconfirmed.But if the mismatch continues, the amount will be added to
the output tax liability of the recipient in the returns for the month subsequent to the month in
which such discrepancy was communicated.

e Doesthetaxablepersonhavetofeedanything intheGSTR-2oreverything isauto-
populatedfrom GSTR-1?

Ans.While a large part of GSTR-2 willbe auto-populated, there are some details that only
recipient can fill like detailsofimports,detailsofpurchasesfromnon-registered or composition
suppliers and exempt/non-GST/nil GST suppliesetc.

¢ Whatiftheinvoicesdonotmatch?Whether ITCis to be givenordenied?
Ifdenied,whatactionistaken against supplier?

Ans. If invoicesinGSTR-2 donotmatchwithinvoices incounter-partyGSTR-1, then such
mismatch shall be intimated to the supplier. Mismatchcanbebecauseoftwo reasons. First, it
could be due to mistake at the side of the recipient,andinsuchacase,nofurtheractionis required.
Secondly, it could be possible that the said invoice was issuedbysupplier
buthedidnotuploaditandpaytaxon it.Insuchacase, the ITC availed by the recipient would be added to
his output tax liability, in short, all mismatches will lead to proceedings if the
supplierhasmadeasupplybut not paidtax onit.

e Whatwillbethelegalpositioninregardtothe
reversedinputtaxcreditifthesupplierlaterrealizes themistakeandfeedstheinformation?

Ans.Atany stage,butbeforeSeptemberofthenext financial year, supplier can upload the invoice
and pay duty and interest on such missing invoices in his GSTR-3 of

the month in which he had earlier failed to upload the invoice. The recipientshall be eligible to
reduce his output tax liability to the extent of the amount in respect of which the supplier has
rectified the mis-match. Theinterest paid by the recipient at the time of reversal will also be
refundedtotherecipientby crediting the amount in corresponding head of his electronic cash
ledger.

e What is thespecial featureof GSTR-2?
Ans.The special feature of GSTR-2 IS that the details of

suppliesreceivedbyarecipientcanbeautopopulated onthebasis
ofthedetailsfurnishedbythecounterparty supplier in his GSTR-1.

e Dotaxpayersunderthecompositionscheme
also need to file GSTR-1 and GSTR-2?



Ans.No.Compositiontaxpayersdonotneedtofileany statement of outward or inward supplies.
They have to file a quarterly return in Form GSTR-4 by the 18"of the
monthaftertheendofthequarter. Sincetheyarenot
eligibleforanyinputtaxcredit,thereisnorelevance of GSTR-2 for them and since the credit of
tax paid under Composition Levy is not eligible;there is no relevance of GSTR-1 forthem. In
theirreturn, theyhavetodeclare summary detailsoftheiroutwardsuppliesalongwiththedetails
oftaxpayment. Theyalsohavetogivedetailsoftheir purchases in their quarterly return itself,
most of which willbeautopopulated.

e Do InputServiceDistributors(ISDs) needto file separate statement of
outward and inward supplies with their return?

Ans. No,thelSDsneedtofileonlyareturnin Form GSTR-6and
thereturnhasthedetailsofcreditreceived bythemfrom
theserviceproviderandthecreditdistributedbythem totherecipient units.

Sincetheirreturnitselfcovers these aspects, there is no requirement to file separate statement of
inward and outward supplies.

e Howdoesataxpayergetthecreditofthetax  deductedatsourceonhisbehalf?Doesheneedto
produce TDS certificate from the deducteeto get the credit?

Ans.Under GST, the deductorwill be submitting the deducteewise details of all the
deductions made by him in his return in Form GSTR-7 to be filed by 10th of the
monthnexttothemonthinwhichdeductionsweremade.
Thedetailsofthedeductionsasuploadedbythedeductorshall be auto populated in the GSTR-2
of the deductee.  Thetaxpayershallberequiredtoconfirmthesedetails  inhisGSTR-
2toavailthecreditfordeductionsmade onhisbehalf. Toavail thiscredit,he doesnotrequireto
produceanycertificateinphysical orelectronicform. The certificate will
onlybeforrecordkeepingofthe tax payer and can be downloaded from the Common Portal.

e Which type of taxpayers needto file Annual Return?

Ans.AlltaxpayersfilingreturninGSTR-1to  GSTR-3,otherthan  ISD’s,  casual/non-resident
taxpayers, taxpayersundercompositionscheme, TDS/ITCS deductors,
arerequiredtofileanannualreturn.Casualtaxpayers,non-
residenttaxpayers,ISDsandpersonsauthorized todeduct/collect tax at source are not required to
file annual return.

¢ IsanAnnualReturnandaFinalReturnone andthesame?



Ans.No. Annual Returnhastobefiled by every registeredpersonpayingtaxasanormal taxpayer.
Final Return has to be filed only bythoseregisteredpersonswhohaveappliedfor cancellation
of registration. The Final return has to be filed within
threemonthsofthedateofcancellationorthedateof cancellationorder.

e Ifareturnhasbeenfiled,howcanitberevised
if some changesarerequired to be made?

Ans.InGSTsincethereturnsarebuilt fromdetailsof
individualtransactions,thereisnorequirementforhaving arevisedreturn.
Anyneedtoreviseareturnmayarise due to the need to change a set of invoices or debit/ credit
notes.Insteadofrevisingthereturnalreadysubmitted,the
systemwillallowchangingthedetailsofthosetransactions (invoices or debit/credit notes) that are
required to be amended.TheycanbeamendedinanyofthefutureGSTR-
1/2inthetablesspecificallyprovidedforthepurposesof

amending previouslydeclareddetails.

e How can taxpayers file their returns?

Ans. Taxpayerswill havevariousmodestofilethe
statementsandreturns.Firstly,theycanfiletheirstatement
andreturnsdirectlyontheCommonPortalonline. However, this may be tedious and time
consuming for taxpayers with large number of invoices. For such taxpayers, an offline utility
will be provided that can be used for preparing the statements offline after downloading the
auto populated detailsanduploadingthemontheCommonPortal. GSTN hasalsodevelopedan
ecosystemof GSTSuvidha Providers (GSP) that will integrate with the Common Portal.

e What precautions, a taxpayer is required to take for a hassle free compliance under
GST?

Ans.OneofthemostimportantthingsunderGSTwillbe timely uploading of the details of outward
supplies in  Form GSTR-lby 10th of next month.How bestthiscan be ensured
willdependonthenumberofB2Binvoicesthatthetaxpayer
issues.Ifthenumberissmall,thetaxpayercanuploadallthe information in one go. However, if the
number of invoices is large,theinvoices(ordebit/creditnotes)shouldbeuploaded on a regular basis.
GSTN will allow regular uploading of invoices evenonarealtimebasis. Tillthestatementis
actuallysubmitted,thesystemwillalsoallowthetaxpayerto modify the uploaded invoices. Therefore, it
would always be beneficial for the taxpayers to regularly upload the invoices. Last minute rush
will make uploading difficult and willcomewithhigherriskofpossiblefailureanddefault. ~ The
secondthingwouldbetoensurethattaxpayersfollowup
onuploadingtheinvoicesoftheirinwardsuppliesbytheir
suppliers.Thiswouldbehelpfulinensuringthattheinputtax
creditisavailablewithoutanyhassleanddelay. Recipients



canalsoencouragetheirsupplierstouploadtheirinvoiceson aregularbasisinsteadofdoingitonor
closetotheduedate. Thesystemwouldallowrecipientstoseeiftheirsuppliershave
uploadedinvoicespertainingtothem. TheGSTNsystemwill
alsoprovidethetrackrecordaboutthecompliancelevelofa
taxpayer,especiallyabouthistrackrecordinrespectoftimely
uploadingofhissupplyinvoicesgivingdetailsabouttheauto
reversalsthathavehappenedforinvoicesissuedbyasupplier.
TheCommonPortalofGSTwouldhavepanindiadataatone place which will enable valuable services
to the taxpayers. Effortsarebeingmadetomakeregularuploadingofinvoices aseasyaspossible
anditisexpectedthatanenablingeco- systemwill be developed to achieve
thisobjective. Taxpayersshould make efficient use of this ecosystem for easy and hassle free
complianceunderGST.

e Isitcompulsoryfor a taxpayertofilereturnby himself?

Ans.No.Aregisteredtaxpayer canalsogethis
returnfiledthroughaTaxReturnPreparer,dulyapproved by the Centralor the State tax
administration.

e Whatistheconsequenceofnotfilingthereturn within theprescribed date?

Ans. Aregisteredpersonwhofilesreturnbeyond  theprescribeddatewillhavetopaylate
feesofrupeesone hundredforeverydayofdelaysubjecttoamaximum of rupees five thousand. For
failure to furnish Annual returns by due date, late fee of Rs. One hundred for every day during
which such failure continues subject to a maximum of an amount calculated at a quarter
percent [0.25%] of his turnover in a state, will be levied.

e What happens if ITC is taken on the basis of a document more than once?

Ans. In case the system detects ITC being taken on the same document more than once
(duplication of claim), the amount of such credit would be added to the output tax liability of the
recipient in the return. [section 42(6)]

e Whether the amount of credit detected by the system on account of mis-match between
GSTR-1 and GSTR-2 and recovered as output tax can be reclaimed?

Ans.Yes, once the mismatch is rectified by the supplier by declaring the details of the invoices or
debit notes, as the case may be, in his valid return for the month/quarter in which the error had
been detected. The said amount can be reclaimed by way of reducing the output tax liability
during the subsequent tax period. [section 42(7)]. Similar provisions have also been made in
Section 43 of the Act in respect of the credit notes issued by the supplier.



13. Assessmentand Audit

e Who is the person responsible to make assessmentof taxespayableunder theAct?

Ans. EverypersonregisteredundertheActshallhimself
assessthetaxpayablebyhimforataxperiodandafter such assessment he shall file the return
required under section 39.

e Whencanataxablepersonpaytaxona provisional basis?

Ans.Asataxpayerhastopaytaxonself-assessmentbasis, arequestforpayingtaxonprovisional
basishastocome fromthetaxpayerwhichwillthenhavetobepermitted by the proper officer. In other
words, no tax officer can suo-motoorderpaymentoftaxonprovisionalbasis.This is governed by
section 60 of CGST/SGST Act. Tax can be paid on a
provisionalbasisonlyaftertheproperofficerhaspermitted it through an order passed by him. For
this purpose, the taxablepersonhastomakeawrittenrequesttotheproper officer,givingreasons for
payment oftax on a provisional basis. Sucharequestcanbemade bythetaxableperson only in such
cases where he is unable to determine:

a) thevalueofgoodsorservicestobesuppliedby him, or
b) determinethetaxrateapplicabletothegoods or servicestobe suppliedbyhim.

Insuchcasesthetaxableperson hastoexecuteabondin the prescribed form, and with such surety
or security as the proper officer may deem fit.

e What is the latest time by which finalassessmentis required to be made?

Ans.Thefinalassessmentorderhastobepassedbytheproper officer within six months from the date of the communication oftheorderofprovisional
assessment. However, on sufficient cause being shown and for reasons to be recorded in writing, the above period of six months may be
extended:
a) bytheJoint /Additional Commissioner forafurther periodnot exceeding six
months, and

b) bytheCommissionerforsuchfurtherperiodas
he may deem fit not exceeding fours.
Thus, a provisional assessment can remain provisional for a maximum of five years.

e Where the tax liability as per the final
assessmentishigherthaninprovisionalassessment, will thetaxable person be liable to
payinterest?

Ans.Yes.Hewillbeliabletopayinterestfromthedate the tax was due to be paid originally till the
date of actual payment.



e Whatrecoursemaybetakenbytheofficer in caseproperexplanationisnotfurnished
forthe discrepancy detectedinthereturn filed, while conducting scrutinyunder
section61ofCGST ACT?

Ans.Ifthetaxableperson doesnotprovideasatisfactory explanation within 30 days of being
informed (extendable by the officer concerned) or after accepting discrepancies, fails to take
corrective action in the return for the month in which the discrepancy is accepted, the Proper
Officer may take recourse to any of the following provisions:

(a) ProceedtoconductauditunderSection6 5 of

theAct;

(b) DirecttheconductofaspecialauditunderSection

66which IS to be conducted by a Chartered
AccountantoraCostAccountantnominatedfor this purposeby the Commissioner;or

(c) Undertake proceduresofinspection,searchand
seizure under Section 67 of the Act; or

(d) Initiate proceedingfordeterminationoftax and other dues under Section 73
or 74 of the Act.

o If
ataxablepersonfailstofilethereturnrequiredunderlaw(undersection39(month
ly/quarterly), or 45 (final return),what legal recourse is available to the tax
officer?

Ans.The proper officer has to first issue a notice to the

defaultingtaxablepersonundersection460fCGST/SGST Actrequiring him to
furnishthereturnwithina period offifteendays. If the taxable person fails to file return within the
given time, the proper officer shall proceed to assess

thetaxliabilityofthereturndefaultertothebestofhis  judgementtakingintoaccountall therelevant
material availablewithhim.(Section62).

e Under what circumstances can a best judgment assessment orderissuedunder
section 60be withdrawn?

Ans.The bestjudgmentorderpassed by theProper Officer under section 62 of CGST/SGST Act
shall automatically stand withdrawn if the taxable person furnishes a valid return for the
default period (i.e. files the return and pays the tax as assessed by him), within thirty days of
the receipt of the best judgment assessmentorder.

e Whatisthetimelimitforpassingassessment orderu/s62 (Best Judgment) and63 (Non-
filers)?



Ans.Thetimelimitforpassinganassessmentorderunder
section620r63isfiveyearsfromtheduedatefor furnishing the annual return.

e Whatisthelegalrecourseavailable  inrespect  ofapersonwhoisliabletopaytaxbuthas
failedto obtain registration?

Ans. Section630fCGST/SGST Actprovidesthatinsuchacase,the
properofficercanassessthetaxliabilityandpassanorder tohisbestjudgment
fortherelevanttaxperiods.However, such an order must be passed within a period of five years
from the due date for furnishing the annual return for the financial year to which non-payment
of tax relates.

e Under whatcircumstancescanataxofficer initiateSummary Assessment?

Ans. As per section 64 of CGST/SGST Act, Summary Assessments can be initiated to protect
the interest of revenue when:

a) theproperofficerhasevidencethatataxable person hasincurredaliabilitytopaytaxunder
the Act, and

b) theproperofficerbelievesthatdelayinpassing an assessment order will adversely
affect the interest of revenue.

Suchordercanbepassedafterseekingpermissionfromthe
AdditionalCommissioner/JointCommissioner.

e Other thanappellateremedy, isthereany  otherrecourseavailabletothe
taxpayeragainst a summary assessmentorder?

Ans.A taxable person against whom a summary assessment
orderhasbeenpassedcanapplyforits withdrawal to the jurisdictional Additional/Joint
Commissionerwithinthirtydaysofthedateofreceipt oftheorder.If thesaidofficerfindsthe
ordererroneous, he can withdraw it and direct the proper officer to carry
outdeterminationoftaxliabilityintermsofsection73  or  74of CGST/SGST Act. The
Additional/Joint Commissioner can follow a
similarcourseofactiononhisownmotionifhefindsthe
summaryassessmentordertobeerroneous(section64of CGST/SGST Act).

e Issummaryassessmentordertobenecessarily passed against thetaxable person?

Ans.No.In certain cases,like when goods are under transportation or are stored in a
warehouse, and the taxable personinrespectofsuchgoodscannotbeascertained,the
personinchargeofsuch goods shall be deemed to be the taxable person and will be assessed
to tax(proviso to Section64o0fCGST/SGST Act).



e Who canconductaudit of taxpayers?

Ans.There are three types of audit prescribed in the GST Act(s) as explained below:

e Audit by Chartered Accountant or a Cost Accountant: Every registered person whose
turnover exceeds the prescribed limit, shall get his accounts audited by a chartered
accountant or a cost accountant. (Section 35(5) of the CGST/SGST Act)

e Audit by Department:The Commissioner or anyofficerofCGSTorSGST or UTGST authorized
by him by a general or specific order,may conductauditofany registered
person.Thefrequency and manner of audit will be prescribed in due course. (Section65 of
the CGST/SGST Act)

e Special Audit: If at any stage of scrutiny, inquiry, investigations or any other proceedings,
if department is of the opinion that the value has not been correctly declared or credit
availed is not with in the normal limits, department may order special audit by chartered
accountant or cost accountant, nominated by department. (Section 66 of the CGST/SGST
Act)

e Whether any prior intimation is required beforeconductingtheaudit?

Ans.Yes,priorintimationisrequiredand  thetaxable  personshouldbeinformedatleastl5working
dayspriortoconduct of audit.

e Whatistheperiodwithinwhichtheauditis to be completed?

Ans.The auditisrequiredtobecompletedwithin3
monthsfromthedateofcommencementofaudit. The period is extendable for a further period of a
maximum of 6 months by the Commissioner.

e What is meantbycommencementof audit?

Ans.The term *commencement of audit’is important because audit has to be completed within a
given time frame inreferencetothisdateofcommencement. Commencement of audit means the
later of the following:

a) thedateonwhichtherecords/accountscalled
forbytheauditauthoritiesaremadeavailable tothem, or
b) theactualinstitutionofauditattheplaceof businessof the taxpayer.

e Whataretheobligationsofthetaxableperson whenhereceivesthenoticeof audit?

Ans.The taxable person is required to:

a) facilitatetheverificationofaccounts/records
availableor requisitioned by the authorities,



b) providesuchinformationastheauthoritiesmay require for the conduct of the audit,
and

c) renderassistancefortimelycompletionofthe audit.
e Whatwouldbetheactionbytheproperofficer upon conclusionof theaudit?
Ans.The proper officer shall, on conclusion of audit, within 30 days inform the
taxablepersonabouthisfindings,reasonsforfindingsand
thetaxableperson’srightsandobligationsinrespectof such findings.
¢ Underwhatcircumstancescanaspecialaudit be instituted?
Ans. Aspecialauditcanbeinstitutedinlimited circumstances where during scrutiny, investigation,
etc. it comestothenoticethatacaseiscomplex ortherevenue stake is high. This power is given in
section 66 of CGST /SGST Act.

¢ Who canservethenotice of communication for special audit?

Ans.TheAssistant/DeputyCommissioneristoservethe communication forspecialauditonlyafterpriorapprovaloftheCommissioner.
e Who will do thespecial audit?

Ans.ACharteredAccountantoraCost Accountantso nominated by the
Commissionermayundertake the audit.

e What isthetimelimittosubmittheauditreport?

Ans.  Theauditorwill haveto submitthereportwithin90 days or within the further extended
period of 90 days.

e Who will bear thecostof special audit?

Ans.Theexpensesforexaminationandauditincludingthe remunerationpayabletotheauditorwill
bedetermined andborne by the Commissioner.

e Whatactionthetaxauthoritiesmaytakeafter thespecial audit?

Ans.Based on the findings / observations of the special audit, action can be initiated under
Section 73 or Section 74 of the CGST/SGST Act.

*khkk



14. Refunds
e What is refund?

Ans.Refund has been discussed in section 54 of the CGST/SGST Act.

“Refund”” includes

(a) any balance amount in the electronic cash ledger so claimed in the returns,

(b) any unutilized input tax credit in respect of (i) zero rated supplies made without payment of
tax or, (ii) 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 supplies),

(c) tax paid by specialized agency of United Nations or any Multilateral Financial Institution
and Organization notified under the United Nations (Privileges and Immunities) Act, 1947,
Consulate or Embassy of foreign countries on any inward supply

e Can unutilized Input tax credit be allowed as refund?

Ans.Unutilized input tax credit can be allowed as refund in accordance with the provisions of

sub-section (3) of section 54 in the following situations: -

(i) Zero rated supplies made without payment of tax;
(if) Where credit has accumulated on account of rate of tax on inputs being higher than the rate
of taxes on output supplies(other than nil rated or fully exempt supplies)
However, no refund of unutilized input tax credit shall be allowed in cases where the goods
exported out of India are subjected to export duty,and also in the case wherethe supplier of
goods or services or both avails of drawback in respect of central tax or claims refund of the
integrated tax paid on such supplies.

e Can unutilized ITC be given refund, in case goodsExported outside India are subjected to
export duty?



Ans.Refund of unutilized input tax credit is not allowed in cases where the goods exported out
of India are subjected to export duty - as per the second proviso to Section 54(3) of
CGST/SGST Act.

e Will unutilized ITC at the end of the financial year (after introduction of GST) be
refunded?
Ans. There is no such provision to allow refund of such unutilized ITC at the end of the financial year in the GST Law. It shall be carried

forward to the next financial year.

e Suppose a taxable person has paid IGST/ CGST/SGST mistakenly as an
Interstate/intrastate supply, but the nature of which is subsequently clarified. Can the
CGST/SGST be adjusted against wrongly paid IGST or vice versa?

Ans. The taxable person cannot adjust CGST/SGST or IGST with the wrongly paid IGST or
CGST/SGST but he is entitled to refund of the tax so paid wrongly - Sec.77 of the
CGST/SGST Act.

e Whether purchases made by Embassies or UN are taxed or exempted?

Ans. Supplies to the Embassies or UN bodies will be taxed, which later on can be claimed as
refund by them in terms of Section 54(2) of the CGST/SGST Act. The claim has to be filed in
the manner prescribed under CGST/SGST Refund rules, before expiry of six months from the
last day of the month in which such supply was received.

[The United Nations Organization and Consulates or Embassies are required to take a Unique

Identity Number [section 26(1) of the CGST/SGST Act] and purchases made by them will be
reflected against their Unique Identity Number in the return of outward supplies of the

supplier(s)]
e What is the time limit for taking refund?

Ans. A person claiming refund is required to file an application before the expiry of two years
from the “relevant date” as given in the Explanation to section 54 of the CGST/SGST Act.

e Whether principle of unjust enrichment will be applicable in refund?



Ans. The principle of unjust enrichment would be applicable in all cases of refund except in thefollowing cases: -

e Refund of tax paid on zero-rated supplies of goods or services or both or on inputs or
input services used in making such zero-rated supplies

e Unutilized input tax credit in respect of (i) zero rated supplies made without payment
of tax or, (ii) where the credit has accumulated on account of rate of tax on inputs
being higher than the rate of tax on output supplies

o refund of tax paid on a supply which is not provided, either wholly or partially, and for
which invoice has not been issued;

e refund of tax in pursuance of Section 77 of CGST/SGST Act i.e. tax wrongfully
collected and paid to Central Government or State Government

e if the incidence of tax or interest paid has not been passed on to any other person;

e such other class of persons who has borne the incidence of tax as the Government may
notify.

e In case the tax has been passed on to the consumer, whether refund will be sanctioned?

Ans.Yes, the amount so refunded shall be credited to the Consumer Welfare Fund - Section 57
of the CGST/SGST Act

e Is there any time limit for sanctioning of refund?

Ans.Yes, refund has to be sanctioned within 60 days from the date of receipt of application
complete in all respects. If refund is not sanctioned within the said period of 60 days, interest
at the rate notified will have to be paid in accordance with section 56 of the CGST/SGST Act.
However, in case where provisional refund to the extent of 90% of the amount claimed is
refundable in respect of zero-rated supplies made by certain categories of registered persons in
terms of sub-section (6) of section 54 of the CGST/SGST Act, the provisional refund has to be
given within 7 days from the date of acknowledgement of the claim of refund.

e Can refund be withheld by the department?

Ans. Yes, refund can be withheld in the following circumstances:

e If the person has failed to furnish any return till he files such return;

o If the registered taxable person is required to pay any tax, interest or penalty which has
not been stayed by the appellate authority/Tribunal/ court, till he pays such tax interest or
penalty;

The proper officer can also deduct unpaid taxes, interest, penalty, late fee, if
any, from the refundable amount — Section 54(10) (d) of the CGST/SGST
Act
iii. The Commissioner can withhold any refund, if, the order of refund is under appeal and he
is of
the opinion that grant of such refund will adversely affect revenue in the said appeal on



account of malfeasance or fraud committed -Sec.54 (11) of the CGST/SGST Act.

e Where the refund is withheld under Section 54(11) of the CGST/SGST Act, will the
taxable person be given interest?

Ans. If as a result of appeal or further proceeding the taxable person becomes entitled to
refund, then he shall also be entitled to interest at the rate notified [section 54(12) of the
CGST/SGST Act].

e Isthere any minimum threshold for refund?

Ans. No refund shall be granted if the amount is less than Rs.1000/-. [Sec.54 (14) of the
CGST/SGST Act]

e How will the refunds arising out of existing law be paid?

Ans. The refund arising out of existing law will be paid as per the provisions of the existing law
and will be made in cash and will not be available as ITC.

e Whether refund can be made before verification of documents?

Ans. In case of any claim of refund to a registered person on account of zero rated supplies of
goods or services or both (other than registered persons as may be notified), 90% refund may be
granted on provisional basis before verification subject to such conditions and restrictions as
may be prescribed in accordance with sub-section 6 of section 54 of the CGST/SGST Act.

e In case of refund under exports, whether BRC is necessary for granting refund?

Ans. In case of refund on account of export of goods, the refund rules do not prescribe BRC as a
necessary document for filing of refund claim. However, for export of services details of BRC is
required to be submitted along with the application for refund.

e Will the principle of unjust enrichment apply to exports and supplies to SEZ Units?

ArIS-The principle of unjust enrichment would not be applicable to zero-rated supplies [i.e. exports and supplies to SEZ units]

e How will the applicant prove that the principle of unjust enrichment does not apply in
his case?

Ans. Where the claim of refund is less than Rs.2 Lakh, a self-declaration by the applicant based
on the documentary or other evidences available with him, certifying that the incidence of tax
has not been passed on to any other person would make him eligible to get refund. However, if
the claim of refund is more than Rs.2 Lakh, the applicant is required to submit a certificate from



a Chartered Accountant or a Cost Accountant to the effect that the incidence of tax has not been
passed on to any other person.

e Today under VAT/CST merchant exporters can purchase goods without payment of
tax on furnishing of a declaration form. Will this system be there in GST?

Ans.  There is no such provision in the GST law. They will have to procure goods upon
payment of tax and claim refund of the tax paid or the unutilized input tax credit in accordance
with section 54(1)/54(3) of the CGST/SGST Act.

e Presently under Central law, exporters are allowed to obtain duty paid inputs, avail
ITC on it and export goods upon payment of duty (after utilizing the ITC) and
thereafter claim refund of the duty paid on exports. Will this system continue in GST?

Ans. Yes. In terms of Section 16 of the IGST Act, a registered taxable person shall have the
option either to export goods/services without payment of IGST under bond or letter of
undertaking and claim refund of ITC or he can export goods/services on payment of IGST and
claim refund of IGST paid.

e What is the time period within which an acknowledgement of a refund claim has to be
given?

Ans. Where an application relates to a claim for refund from the electronic cash ledger as per
sub-section (6) of section 49 of the CGST/SGST Act made through the return furnished for the
relevant tax period the acknowledgement will be communicated as soon as the return is
furnished and in all other cases of claim of refund the acknowledgement will be communicated
to the applicant within 15 days from the date of receipt of application complete in all respect.

e What is the time period within which provisional refund has to be given?

Ans.Provisional refund to the extent of 90% of the amount claimed on account of zero-rated
supplies in terms of sub-section (6) of section 54 of the CGST/SGST Act has to be given within
7 days from the date of acknowledgement of complete application for refund claim.

e Is there any specified format for filing refund claim?

Ans. Every claim of refund has to be filed in Form GST RFD 1. However, claim of refund of
balance in electronic cash ledger can be claimed through furnishing of monthly/quarterly
returns in Form GSTR 3, GSTR 4 or GSTR 7, as the case may be, of the relevant period.

e Is there any specified format for sanction of refund claim?



Ans. The claim of refund will be sanctioned by the proper officer in Form GST RFD-06 if the
claim is found to be in order and payment advice will be issued in Form GST RFD-05. The
refund amount will then be electronically credited to the applicants given bank account.

e What happens if there are deficiencies in the refund claim?

Ans. Deficiencies, if any, in the refund claim has to be pointed out within 15 days. A form
GST RFD-03 will be issued by the proper officer to the applicant pointing out the deficiencies
through the common portal electronically requiring him to file a refund application after
rectification of such deficiencies.

e Can the refund claim be rejected without assigning any reasons?

Ans. No. When the proper officer is satisfied that the claim is not admissible he shall issue a
notice in Form GST RFD-08 to the applicant requiring him to furnish a reply in GST RFD -09
within fifteen days and after consideration of the applicant’s reply, he can accept or reject the
refund claim and pass an order in Form GST RFD-06 only.
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15. Demandsand Recovery

e Which are the applicable sections for the purpose of recovery of tax short paid or not
paid or amount erroneously refunded or input tax credit wrongly availed or utilized?

Ans. Section 73 deals with the cases where there is no invocation of fraud/suppression/mis-
statement etc. Section 74 deals with cases where the provisions related to
fraud/suppression/mis-statement etc. are invoked.

e What if person chargeable with tax, pays the amount along with interest before issue of
show cause notice under section 73?

Ans. In such cases notice shall not be issued by the proper officer. {sec.73 (6)}

e If show cause notice is issued under Section 73 and thereafter the noticee makes
payment along with applicable interest, is there any need to adjudicate the case?

Ans. If the person pays the tax along with interest within 30 days of issue of notice, no penalty
shall be payable and all proceedings in respect of such notice shall be deemed to be concluded.
{sec.73 (8)}

e \What is the relevant date for issue of Show Cause Notice?
Ans.

. In case of section 73(cases other than fraud/ suppression of facts/willful
misstatement), the relevant date shall be counted from the due date for filing of
annual return for the financial year to which demand relates to. The SCN has to
be adjudicated within at period of three years from the due date of filing of
annual return. The SCN is required to be issued at least three months prior to the
time limit set for adjudication. {sec.73(2&10)}

o In case of section 74(cases involving fraud/ suppression of facts/willful
misstatement), the relevant date shall be counted from the due date for filing of
annual return for the financial year to which demand relates to. The SCN has to
be adjudicated within at period of five years from the due date of filing of annual
return. The SCN is required to be issued at least six months prior to the time limit
set for adjudication. {sec.74(2&10)}

e Is there any time limit for adjudication the cases?
Ans:

. In case of section 73(cases other than fraud/ suppression of facts/willful
misstatement), the time limit for adjudication of cases is 3 years from the due date



for filing of annual return for the financial year to which demand relates to or the
date of erroneous refund/ITC wrongly availed. {sec.73(10)}

o In case of section 74(cases of fraud/suppression of facts/willful misstatement), the
time limit for adjudication is 5 years from the duedate for filing of annual return
for the financial year to which demand relates toor the date of erroneous
refund/ITC wrongly availed. {sec.74(10)}

e Is there any immunity to a person chargeable with tax in cases of fraud/suppression of
facts/ willful misstatement, who pays the amount of demand along-with interest before
issue of notice?

Ans. Yes. Person chargeable with tax, shall have an option to pay the amount of tax along with
interest and penalty equal to 15% percent of the tax involved, as ascertained either on his own or
ascertained by the proper officer, and on such payment, no notice shall be issued with respect to
the tax so paid. {sec.74(6)}

e If notice is issued under Section 74 and thereafter the noticee makes payment, is there
any need to adjudicate the case?

Ans. Where the person to whom a notice has been issued under sub-section (1) of section 74,
pays the tax along with interest with penalty equal to 25% of such tax within 30 days of issue of
notice, all proceedings in respect of such notice shall be deemed to be concluded. {sec.74 (8)}

e In case a notice is adjudicated under Section 74 and order issued confirming tax
demand and penalty, does the noticee have any option to pay reduced penalty?

Ans. Yes. if any person pays the tax determined by the order along with interest and a penalty
equivalent to 50% of such tax within thirty days of the communication of order, all proceedings
in respect of the said tax shall be deemed to be concluded. {sec.74 (11)}

e What will happen in cases where notice is issued but order has not been passed under
section 73 & 74 within time specified for adjudication under these sections?

Ans. Section 75 (10) provides for deemed conclusion of the adjudication proceedings if the order
is not issued within time limit prescribed under these sections.

e What happens if a person collects tax from another person but does not deposit the
same with Government?

Ans. It is mandatory to pay amount, collected from other person representing tax under this act,
to the government. For any such amount not so paid, proper officer may issue SCN for recovery
of such amount and penalty equivalent to such amount. {Sec.76 (1&2)}



e In case the person does not deposit tax collected in contravention of Section 76(1), what
is the proper course of action to be taken?

Ans. SCN may be issued and if so, an order shall be passed following Principles of natural
justice within one year of date of issue of such notice. {sec.76 (2 to 6)}

e \What is the time limit to issue notice in cases under Section 76 i.e. taxes collected but
not paid to Government?

Ans. There is no time limit. Notice can be issued on detection of such cases without any time
limit.

e What are the modes of recovery of tax available to the proper officer?

Ans.

The proper officer may recover the dues in following manner:

a) Deduction of dues from the amount owned by the tax authorities payable to such person.
b) Recovery by way of detaining and selling any goods belonging to such person;

c) Recovery from other person, from whom money is due or may become due to such person or
who holds or may subsequently hold money for or on account of such person, to pay to the credit
of the Central or a State Government;

d) Distrain any movable or immovable property belonging to such person, until the amount
payable is paid. If the dues not paid within 30days, the said property is to be sold and with the
proceeds of such sale the amount payable and cost of sale shall be recovered.

e) Through the Collector of the district in which such person owns any property or resides or
carries on his business, as if it was an arrear of land revenue.

(f) By way of an application to the appropriate Magistrate who in turn shall proceed to recover
the amount as if it were a fine imposed by him.

(9)Through enforcing the bond /instrument executed under this Act or any rules or regulations
made thereunder.

(h) CGST arrears can be recovered as an arrear of SGST and vice-versa.

{sec.79 (1,2,3,4)}

e Whether the payment of tax dues can be made in installments?

Ans. On receipt of any such request,Commissioner/Chief Commissioner may extend the time for
payment or allow payment of any amount due under the Act, other than the amount due as per



the liability self-assessed in any return, by such person in monthly installments not exceeding
twenty four, subject to payment of interest under section 50 with such limitations and conditions
as may be prescribed. However, where there is default in payment of any one installment on its
due date, the whole outstanding balance payable on such date shall become payable and
recovered without any further notice. {sec.80}

e What is the course of recovery in cases where the tax demand confirmed is enhanced in
appeal/ revision proceedings?

Ans. The notice of demand is required to be served only in respect of the enhanced dues. In so
far as the amount already confirmed prior to disposal of appeal/revision, the recovery
proceedings may be continued from the stage at which such proceedings stood immediately
before such disposal of appeal/revision. (Sec.84(a))

e If a taxable person with pending tax dues, transfers his business to another person,
what would happen to the tax dues?

Ans. The person, to whom the business is transferred, shall jointly and severally be liable to pay
the tax, interest or penalty due from the taxable person up to the time of such transfer, whether
such dues has been determined before such transfer, but has remained unpaid or is determined
thereafter. {Sec. 85(1)}

e What happens to tax dues where the Company (taxable person) goes into liquidation?

Ans. When any company is wound up, every appointed receiver of assets (“‘Liquidator’) shall
give intimation of his appointment to Commissioner within 30 days. On receipt of such
intimation Commissioner may notify amount sufficient to recover tax liabilities/dues to the
liquidator within 3 months. {Sec. 88(1,2)}

e What is the liability of directors of the Company (taxable person) under liquidation?

Ans: When any private company is wound up and any tax or other dues determined whether
before or after liquidation that remains unrecovered, every person who was a director of the
company during the period for which the tax was due, shall jointly and severally be liable for
payment of dues unless he proves to the satisfaction of the Commissioner that such non-recovery
is not attributed to any gross neglect, misfeasance or breach of duties on his part in relation to
the affairs of the company. {Sec.88(3),89}

e What is the liability of partners of a partnership firm (Taxable person) to pay
outstanding tax?



Ans. Partners of any firm shall jointly and severally be liable for payment of any tax, interest or
penalty.

Firm/ partner shall intimate the retirement of any partner to the Commissioner by a notice in
writing.

Liability to pay tax, interest or penalty up to the date of such retirement, whether determined on
that date or subsequently, shall be on such partner.

If no intimation is given within one month from the date of retirement, the liability of such
partner shall continue until the date on which such intimation is received by the Commissioner.
{Sec.90}

e What happens to the tax liability of a taxable person, whose business is carried on by
any guardian/ trustee or agent of a minor?

Ans. Where the business in respect of which any tax is payable is carried on by any guardian /
trustee / agent of a minor or other incapacitated person on behalf of and for the benefit of such
minor/incapacitated person, the tax, interest or penalty shall be levied upon and recoverable
from such guardian / trustee / agent. {Sec.91}

e What happens when the estate of a taxable person is under the control of Court of
Wards?

Ans. Where the estate of a taxable person owning a business in respect of which any tax, interest
or penalty is payable is under the control of the Court of Wards/ Administrator General / Official
Trustee / Receiver or Manager appointed under any order of a Court, the tax, interest or penalty
shall be levied and recoverable from such Court of Wards/Administrator General / Official
Trustee / Receiver or Manager to the same extent as it would be determined and recoverable
from a taxable person. {Sec.92}
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16. Appeals,ReviewandRevision in GST

e Whetheranypersonaggrievedbyanyorderor decision passed against him hastherightto
appeal?

Ans.Yes.Anypersonaggrievedbyanyorderordecision passedunder the GST
Act(s)hastherighttoappeal under Section 107. Itmustbean order or decision passed by an
“adjudicating authority™.

However, somedecisionsororders(as providedforin
Section 121) are not appealable.

e WhatisthetimelimittofileappealtoAppellateAuthority (AA)?

Ans. For the aggrieved person, the timelimitisfixedas3monthsfromthedateof communicationof order or
decision. For the department (Revenue), the time limit is 6 months within which review proceedings have to be completed and appeal filed
before the AA

e Whethertheappellateauthorityhasany powers to condone the delay in filing appeal?
Ans.Yes.Hecancondoneadelayofuptoonemonthfrom the end of the prescribed period of 3/6
months for filing the appeal (3+1/6+1), provided there is ““sufficient cause” as laid down in

the section 107(4).

e Whethertheappellateauthorityhasany powerstoallowadditional groundsnotspecifiedin
theappeal memo?

Ans.Yes.Hehasthepowerstoallowadditionalgrounds ifheissatisfiedthattheomission
wasnotwilfulor unreasonable.

e TheorderpassedbyAppellateAuthority hasto be communicatedto whom?

Ans.AppellateAuthorityhastocommunicatethecopy ofordertotheappellant,
respondentandtheadjudicatingauthoritywith acopytojurisdictional Commissionerof
CGSTandSGST/UTGST.

e Whatistheamountofmandatorypre-deposit whichshould be made along with
everyappeal before AppellateAuthority?

Ans. Full amount of tax, interest, fine, fee and penalty arising from the impugned order as is admitted by the appellant and a sum equal to

10%of remaining amount of tax indispute arising from the order in relation to which appeal has been filed.

. Can the Department apply to AA for ordering a higher amount of pre-deposit?



Ans No

¢ \What about the recovery of the balance amount?
Ans. On making the payment of pre-deposit as above, the recovery of the balance amount shall
be deemed to be stayed, in terms of section 107(7)

e WhetherinanappealtheAAcanpassanorder enhancingthequantumof duty/ fine/
penalty/ reduce theamountofrefund/ITCfromtheonepassedbythe original authority?

Ans.TheAAisempowered topassanorderenhancingthe
feesorpenaltyorfineinlieuofconfiscationorreducingthe amount of refund or input tax credit
providedtheappellanthasbeengivenreasonable opportunityof showing cause against the
proposed detrimental order. (First Proviso to Section 107(11)).

Inso farasthequestionofenhancingtheduty ordeciding wrong availment of ITC is concerned, the
AA can do so only after giving specific SCN to the appellant against the
proposedorderandtheorderitselfshouldbepassedwithin the time limit specified under Section 73
or Section 74. (Second Proviso to Section 107(11)).

. Does the AA have the power to remand the case back to the adjudicating authority
for whatever reasons?

Ans. No. Section 107(11) specifically states that the AA shall, after making such inquiry as
may be necessary, pass such order, as he thinks just and proper, confirming, modifying or
annulling the decision or order appealed against, but shall not refer the case back to the
authority that passed the decision or order.

e Can any CGST/SGST authority reviseany order passed under theActbyhis
subordinates?
Ans. Section 2(99) of the Act defines ““Revisional Authority” as an authority appointed or
authorised under this Act for revision of decision or orders referred to in section 108. Section
108 of the Act authorizes such ““revisional authority”” to callforandexamineany orderpassedby
hissubordinatesandincaseheconsiders theorderofthe
lowerauthoritytobeerroneousinsofarasitisprejudicial torevenue and is illegal or improper or
has not taken into account certain material facts, whether available at the time of issuance of
the said order or not or in consequence of an observation by the Comptroller and Auditor



General of India, he may, if necessary,hecanrevisetheorderaftergivingopportunity of being

heardtothe noticee.

e Canthe*‘revisional authority” orderforstaying
ofoperationofanyorderpassedbyhissubordinates pendingsuchrevision?

Ans.Yes.

e Are there any fetters to the powers of “revisionalauthority”under GST torevise
orders of subordinates?

Ans.Yes.The “revisional authority’” shallnot reviseanyorder if
(a)theorderhasbeensubjecttoanappealundersection 107orundersection112 orundersection117
orundersection 118; or

(b)the  period  specified under section 107(2) has not yet expired or
morethanthreeyearshaveexpiredafterthepassingof the decisionor order sought tobe revised.

(c) the order has already been taken up for revision under this Section at any earlier stage.
e WhentheTribunalishavingpowerstorefuse to admit theappeal?
Ans.In cases where the appeal involves —

e tax amount orinput tax credit or

» the difference in tax orthe difference in input tax credit involvedor

amount of fine,feesoramount of penaltydetermined by such order,

does not exceed Rs 50,000/-, theTribunal has discretion to refuse to admit such appeal. (Section
112(2) of the Act)

e Whatisthetimelimitwithinwhichappealhasto be filed before the Tribunal?

Ans. The aggrieved person has to file appeal before Tribunal within 3
monthsfromthedateofreceiptoftheorder appealedagainst. Department has to complete
review proceedings and file appeal within a period of six months from the date of passing the
order under revision.

e Can the Tribunal condone delay in filing
appealbeforeitbeyondtheperiodof3/6months?Iifso, till what time?



Ans.Yes,theTribunalhaspowerstocondonedelayof a further three months,
beyondtheperiodof3/6monthsprovided sufficient cause is shown by the appellant for such delay.

e Whatisthetimelimitforfilingmemorandum of cross objections before Tribunal?

Ans.45 days from the date of receipt of appeal.

e Whetherinterestbecomespayableonrefund of pre-deposit amount?

Ans.Yes. As per Section 115 of the Act, where an amount deposited by the appellant under sub-
section (6) of section 107 or under sub-section (8) of section 112 is required
toberefundedconsequenttoanyorderofthe Appellate Authority or of the Appellate Tribunal, as
thecasemaybe,interestattheratespecifiedundersection 56 shallbepayablein  respectofsuch
refundfrom thedate ofpaymentoftheamounttillthedateofrefundofsuch amount.

e AnappealfromtheorderofTribunalliesto whichforum?

Ans. Appeal against orders passed by the State Bench or Area Benches of the Tribunal lies to
the HighCourtiftheHighCourtissatisfiedthatsuch
anappealinvolvesasubstantialquestionoflaw.(Section 117(1)).However, appeal against orders
passed by the National Bench or Regional Benches of the Tribunal lies to theSupremeCourt
andnot High Court. (Under section 109(5) of the Act, only the National Bench or Regional
Benches of the Tribunal can decide appeals where one of the issues involved relates to the
place of supply.)

Q 20.What isthetimelimitforfilinganappeal beforetheHighCourt?

Ans.180 days from the date of receipt of the order appealed against. However, the High
Court has the powertocondonefurtherdelayonsufficientcausebeing shown.

17. AdvanceRuling

e What is themeaningof AdvanceRuling?

Ans.Aspersection950fCGST/SGSTLaw  and  section 12 of UTGST law,‘advance
ruling’meansadecisionprovidedbytheauthority or the Appellate Authority  to
anapplicantonmattersoronquestionsspecified in section 97(2) or 100(1) of CGST/SGST Act as
the case may be, in relation to the supply of goods and/or services proposed to be undertaken
or being undertaken by the applicant.

e Whicharethequestions for whichadvanceruling canbe sought?



Ans.Advance Ruling can be sought for the following questions:
(a) classificationofanygoodsorservicesor both;

(b) applicabilityofanotificationissuedunder provisionsoftheGST Act(s);

(c) determinationoftime and value ofsupply of goodsorservices or both;

(d) admissibilityofinputtaxcreditoftaxpaidor deemedtohave been paid;

(e) determinationoftheliabilitytopaytaxonany goodsor servicesunder the Act;

() whetherapplicant i s requiredtoberegisteredunder the Act;

(9) whetheranyparticularthingdonebythe

applicantwithrespecttoanygoodsorservicesamountstoorresultsinasupplyofgoodsorser
vices, within the meaning of that term.

e WhatistheobjectiveofhavingamechanismofAdvanceRuling?

Ans.Thebroadobjectiveforsettingupsuchanauthority

isto:

I.  providecertaintyintaxliabilityinadvancein
relationtoanactivityproposedtobeundertaken by the applicant;

ii. attractForeign Direct Investment (FDI);

iii. reduce litigation;

iv. pronouncerulingexpeditiouslyintransparent andinexpensive manner.
e WhatwillbethecompositionofAuthorityfor advancerulings (AAR)under GST?
Ans.‘Authorityforadvanceruling’ (AAR)shallcomprise one

memberCGSTandonememberSGST/ UTGST. Theywill beappointed
bytheCentralandStategovernment respectively.

e Isit necessary for a person seeking advance ruling to be registered?

Ans. No, any person registered under the GST Act(s) or desirous of obtaining registration can
be an applicant. (Section 95(b))

e At what time an application for advance ruling be made?

Ans.An applicant can apply for advance ruling even before taking up a transaction (proposed
supply of goods or services) or in respect of a supply which is being undertaken. The only
restriction is that the question being raised is already not pending or decided in any
proceedings in the case of applicant.



e In how much time will the Authority for Advance Rulings have to pronounce its
ruling?

Ans. As per Section 98(6) of CGST/SGST Act, the Authority shall pronounce its ruling in
writing within ninety days from the date of receipt of application.

e WhatistheAppellateauthorityforadvance ruling (AAAR)?

Ans.Appellateauthorityforadvanceruling(AAAR), shall be constituted under the SGST Act or
UTGST Act and such AAAR shall be deemed to be the Appellate Authority under the CGST Act
in respect of the respective state or Union Territory. An applicant, or the jurisdictional officer,
if aggrieved by any advance ruling, may appeal to the Appellate Authority.

e HowmanyAARandAAARwillbeconstituted under GST?

Ans.There willbeoneAARandAAARforeachState.

e To whom will the Advance Ruling be applicable?

Ans. Section103 providesthatanadvanceruling pronouncedbyAARorAAARshall bebindingonly
onthe applicant who sought it in respect of any matter referred to in 97 (2)
andonthejurisdictionaltaxauthorityofthe applicant.Thisclearlymeansthatanadvancerulingis
notapplicabletosimilarlyplacedtaxablepersonsinthe State.ltis only limited to theperson whohas
applied for an advanceruling.

¢ Whether the advance ruling have precedent value of a judgment of the High Court or
the Supreme Court?

Ans.  No, the advance ruling is binding only in respect of the matter referred. It has no
precedent value. However, even for persons other than applicant, it does have persuasive value.

e What is thetimeperiodforapplicabilityofAdvanceRuling?

Ans.Thelawdoesnotprovideforafixedtimeperiod
forwhichtherulingshallapply.Instead,insection103(2), itisprovided
thatadvancerulingshallbebindingtillthe periodwhenthelaw,factsorcircumstancessupporting the
original advanceruling have changed. Thus, a ruling shall continue to be in force so long as
the transaction continues and so long as there is no change in law, facts or circumstances.

e Can an advance ruling given be nullified?



Ans.Section104(1)providesthatanadvancerulingshallbe
heldtobeabinitiovoidiftheAARorAAARfindsthattheadvance ruling was obtained by the applicant by
fraud or suppressionofmaterialfactsormisrepresentationoffacts.In
suchasituation,alltheprovisionsoftheGST Act(s) shall applytotheapplicant
asifsuchadvancerulinghadnever been made (but excluding the period when advance ruling was
given and up to the period when the order declaring it tobevoidis issued).Anorder
declaringadvancerulingtobe voidcanbepassedonlyafterhearingtheapplicant.

e WhatistheprocedureforobtainingAdvanceRuling?

Ans.Section97and 98 dealswithprocedureforobtaining advance ruling. Section 97 provides that
the applicant desirousofobtainingadvancerulingshould make application
toAARinaprescribedformandmanner.The formatoftheformandthedetailed procedureformaking
application will be prescribed in the Rules.

Section 98 provides the procedure for dealing with the application for advanceruling. The
AARshallsendacopy of application to the officer in whose jurisdiction the applicant
fallsandcallforallrelevantrecords.TheAAR may then examine the application along with the
records and may also hear the applicant. Thereafter AAR will pass an order either admitting
or rejecting the application.

e Underwhatcircumstanceswilltheapplicationfor =~ Advance Ruling becompulsorily
rejected?

Ans.Application has to be rejected if the question raised in the application is already pending
or decided in any proceedings in the case of applicant under any of the provisions of GST
Act(s)

If theapplication is rejected,itshouldbebywayofaspeaking order giving the reasonsfor rejection.
e WhatistheproceduretobefollowedbyAARoncetheapplication is admitted?
Ans.Iftheapplicationisadmitted,theAARshall pronounce its ruling within ninety days of receipt

of application. Beforegivingitsruling,itshallexaminethe application andanyfurthermaterial
furnishedbythe applicantorbytheconcerneddepartmentalofficer.

Beforegivingtheruling, AARmustheartheapplicant or hisauthorized representative
aswellasthejurisdictional officersof CGST/SGSTATGST.

e Whathappensifthereisadifferenceofopinion amongst members of AAR?

Ans.If there is difference of opinion between the two
membersofAAR,theyshallreferthepointorpointson whichtheydifferto theAAARfor
hearingtheissue. Ifthe members ofAAARarealsounabletocometoacommon



conclusioninregardtothepoint(s)referredtothemby
AAR, thenitshallbedeemedthatnoadvancerulingcanbe
giveninrespectofthequestiononwhichdifferencepersists at the levelof AAAR.

e Whataretheprovisionsforappealsagainst order of AAR?

Ans.TheprovisionsofappealbeforeAAARaredealtinsection 100 and 101 of CGST/SGST Act or
section 14 of the UTGST Act.

IftheapplicantisaggrievedwiththefindingoftheAAR,he can file an appeal with AAAR.
Similarly, if the concerned or jurisdictional officer of CGST/SGST/UTGSTdoes not agree
with the finding of AAR, he can also file an appeal with AAAR. The word concerned officer
of CGST/SGST means an officer who has been designated by the CGST/SGST
administration inregardtoanapplicationforadvance ruling.Innormalcircumstances,
theconcernedofficer will be the officer in whose jurisdiction the applicant is located. In such
cases the concerned officer will be the jurisdictional CGST/SGSTofficer.

Any appeal must be filed within thirty days from the receiptof the advance ruling. The appeal
has to be in prescribed form and has to be verified in prescribed manner. This will be
prescribed in the Model GST Rules.

TheAppellate Authoritymustpassanorderafterhearing theparties to theappeal withina period
ofninetydays of the filing of an appeal. If members of AAAR differ on any
pointreferredtoinappeal, itshallbedeemed thatno advancerulingisissued
inrespectofthequestionunder appeal.

e Whether Appeal can be filed before High Court or Supreme Court against the ruling
of Appellate Authority for Advance Rulings?

Ans The CGST /SGST Act do not provide for any appeal against the ruling of Appellate
Authority for Advance Rulings. Thus no further appeals lie and the ruling shall be binding on
the applicant as well as the jurisdictional officer in respect of applicant.

However, Writ Jurisdiction may lie before Hon’ble High Court or the Supreme Court.

e CantheAAR&AAARorderforrectificationof mistakesintheruling?

Ans.Yes, AAR andAAARhave power toamendtheirordertorectifyanymistake apparent
from the record within a period of six months fromthedateoftheorder.Suchmistake
maybenoticed bytheauthorityonitsownaccordormaybebrought to itsnoticebytheapplicant
ortheconcerned orthe jurisdictional CGST/SGST officer. If a rectification has
theeffectofenhancingthetaxliability orreducingthe quantumofinputtaxcredit,theapplicantor
the appellant mustbeheard beforetheorderispassed. (Section102)



18. Settlement Commission [Omitted]

Omitted as the chapter is no longer there in the Final GST Act(s)

19. Inspection,Search,SeizureandArrest

e What is themeaningof theterm “Search”?

Ans.Asperlawdictionaryandasnotedindifferentjudicial pronouncements, the term ‘search’, in
simple language, denotesanactionofagovernmentmachinery togo,look throughorexamine
carefullyaplace,area,person,object etc.inordertofindsomethingconcealedorforthepurpose
ofdiscovering evidenceofacrime.Thesearchofaperson orvehicleorpremises
etc.canonlybedoneunderproper and valid authority of law.

e What is themeaningof theterm “Inspection”?

Ans. ‘Inspection’isanewprovisionundertheCGST/SGST Act.ltisa
softerprovisionthansearchtoenableofficerstoaccessany
placeofbusinessofataxablepersonandalsoanyplaceof
businessofapersonengagedintransportinggoodsorwho is an owner or an operator of a
warehouse or godown.

e Whocanorderforcarryingout*Inspection”’andunder what circumstances?

Ans. AsperSection670fCGST/SGST Act,Inspectioncanbecarried out by an officer of
CGST/SGST only upon a written authorization given by an officer of the rank of Joint
Commissionerorabove.AJointCommissioneroranofficer
higherinrankcangivesuchauthorizationonly ifhehas reasonstobelievethat the personconcerned
hasdoneone of the following:

I.  suppressedanytransaction of supply;
ii. suppressedstockof goodsin hand;
iii. claimedexcessinput tax credit;

iv. contravenedanyprovisionoftheCGST/SGST



Act toevadetax;

v. a transporter or warehouse owner has kept goodswhichhaveescapedpaymentoftaxor
haskepthisaccountsorgoodsinamannerthat islikelytocauseevasionof tax.

e Can theproperofficerauthorizelnspection ofany assets/premisesofany
personunderthis Section?

Ans.No.Authorizationcanbegiventoanofficerof CGST/ SGST to carry out inspection of any of the
following:

i. anyplaceof businessof a taxableperson;

ii. anyplaceofbusinessofapersonengagedin  the business of transportinggoods
whetheror not he isaregisteredtaxableperson;

iii. anyplaceofbusinessofanowneroranoperator of a warehouse or godown.

e WhocanorderforSearchandSeizureunder theprovisions of CGST Act?

Ans.AnofficeroftherankofJoint Commissionerorabove
canauthorizeanofficerinwritingtocarryoutsearchand
seizegoods,documents,booksorthings.Suchauthorization
canbegivenonlywheretheJointCommissionerhasreasonsto believe that any goods liable to
confiscation or any documentsorbooksorthingsrelevantforanyproceedings are hidden in
anyplace.

e What is meantby‘reasonsto believe’?

Ans.Reason to believe is to have knowledge of facts which, although not amounting to direct
knowledge, would cause a reasonable person, knowing the same facts,toreasonably
concludethesamething.Asper  Section26ofthelPC,1860,“Apersonissaidtohave‘reason  to
believe’ a thing, if he has sufficient cause to believe that thing but not otherwise.” ‘Reason
to believe’ contemplates anobjectivedetermination basedon intelligentcareandevaluation
asdistinguishedfroma  purelysubjectiveconsideration.Ithastobeandmust bethat of an
honestandreasonable personbasedon relevantmaterialandcircumstances.

e Isitmandatorythatsuch*reasonstobelieve’
hastoberecordedinwritingbytheproperofficer,
beforeissuingauthorizationforlnspectionorSearch andSeizure?

Ans.Although theofficer isnotrequired tostate the
reasonsforsuchbeliefbeforeissuinganauthorization for search, he has to disclose the material
on whichhis belief was formed. ‘Reason to believe’ need not be recorded invariably in each
case. However, it would be better if the materials / information etc. are recorded before
issue of search warrant or before conducting search.



e What isaSearch Warrantandwhat areitscontents?

Ans.  Thewrittenauthoritytoconductsearchisgenerally called  search  warrant.  The
competent authority to issue search warrant is an officer of the rank of Joint Commissioner
or above. A search warrant must indicate theexistenceofareasonable beliefleadingtothesearch.
Search Warrant should contain the following details:

i. the violationunder the Act, ii.  the premisetobe searched,

iii.thename anddesignationoftheperson authorizedfor search,

iv.thename oftheissuingofficerwithfull designation along with his roundseal,
v. date andplaceof issue,

vi. serial number of the search warrant,
vii. period of validity i.e. a day or two days etc.
e Whendo goodsbecomeliabletoconfiscationunder theprovisions of CGST/SGST Act?

Ans.  Aspersection1300fSGST/SGST Act,goodsbecome liable to confiscation when any
person does the following:

Q) suppliesor receies  anygoodsincontraventionofanyofthe provisions
ofthisActorrulesmadethereunder leading toevasionof tax;

(i) doesnotaccountforanygoodsonwhichheis

liabletopaytax under this Act;

(iii)suppliesany goods liabletotaxunderthisAct
without having applied for the registration;

. contravenesanyoftheprovisionsoftheCGST/ SGST Act or rules made thereunder
with intent toevadepaymentof tax.

e Whatpowerscanbeexercisedbyanofficerduring validsearch?

Ans.Anofficercarryingoutasearchhasthepowertosearch for and seize goods (which are liable to
confiscation) and documents, booksorthings(relevantforanyproceedings underCGST/SGST Act)
fromthepremises searched.Duringsearch,the officerhasthepowertobreakopenthedoorofthepremises
authorizedtobesearchedifaccesstothesame isdenied. Similarly, while carrying out search within the
premises, he
canbreakopenanyalmirahorboxifaccesstosuchalmirahorboxisdeniedandinwhichanygoods,account,r
egistersor documentsaresuspectedtobeconcealed.Hecanalsosealthe premisesifaccesstoitdenied.



e What is theprocedurefor conductingsearch?

Ans.

Section67(10)ofCGST/SGST Actprescribesthatsearchesmust

becarriedoutinaccordancewiththeprovisionsofCode of Criminal Procedure, 1973. Section 100
of the Code of CriminalProceduredescribesthe procedurefor search.

e What are the basic requirements to be observedduring Searchoperations?

Ans.Thefollowingprinciplesshouldbeobservedduring

Search:

No searchofpremisesshouldbecarriedout without a valid search warrant issued by the
proper officer.

There should invariably be a lady officeraccompanyingthe searchteamtoresidence.

Theofficersbeforestartingthesearchshould disclose their identity by showing their
identity cards tothe personin-charge of the premises.

Thesearchwarrantshouldbeexecutedbefore the start of the search by showing the same
to theperson in-chargeofthepremises andhis signatureshould betakenonthebodyofthe
search warrant in token of having seen the same. The signatures of at least two
witnesses should alsobetakenonthebodyofthesearch warrant.

The search should be madeinthepresence of at least two independent witnesses of the
locality.Ifnosuchinhabitantsareavailable

/willing, the inhabitants of any other locality should be asked to be witness to the
search. The witnesses should be briefed about the purposeofthesearch.

Beforethestartofthesearchproceedings,the team ofofficersconductingthesearchandthe
accompanyingwitnessesshouldofferthemselves  fortheirpersonalsearchtothepersonin-
charge ofthepremisesbeingsearched.Similarly, after
thecompletionofsearchalltheofficersandthewitnessesshouldagainofferthemselvesfortheir
personalsearch.

APanchnama/Mahazaroftheproceedingsof thesearchshouldnecessarilybepreparedon
thespot.Alistofallgoods,documentsrecovered and seized/detained should be prepared
and annexed to the Panchnama/Mahazar. The Panchnama / Mahazar and the list of
goods/ documents seized/detained should invariablybe
signedbythewitnesses, thein-charge/
ownerofthepremisesbeforewhomthesearch is conducted and also by the officer(s)
duly authorizedfor conducting the search.

After thesearchisover, thesearchwarrant dulyexecutedshould
bereturnedinoriginalto the issuing officer with a report regarding the
outcomeofthesearch.Thenamesoftheofficers who participated in the search may also
be written on the reverse of the search warrant.



»  Theissuingauthorityofsearchwarrantshould maintain register of records of search
warrant issued and returned and used search warrants shouldbe kept in records.

» A copyofthePanchnama/Mahazaralongwith itsannexureshouldbegiventothepersonin-
charge/owner ofthepremises beingsearched under acknowledgement.

. Can a CGST/SGST Ofﬁcer aCCess busineSSpremises underanyothercircumstances?

Ans.Yes. AccesscanalsobeobtainedintermsofSection

650fCGST/SGST Act.Thisprovisionoflaw ismeanttoallowan
auditpartyofCGST/SGSTorC&AGoracostaccountant orchartered accountantnominated
undersection66of CGST/SGST Act, access to any business premises without issuance of a
search warrant for the purposes of carrying outanyaudit,scrutiny,verificationandchecks as may
be necessarytosafeguardtheinterestofrevenue.However, a written authorization is to be issued
by an officer of the rankofCommissioner  ofCGSTorSGST.  Thisprovision
facilitatesaccesstoabusinesspremise which is not registered by a taxable person as a principal
oradditional placeofbusinessbuthasbooksofaccounts, documents, computers etc. which are
required for audit or verification of accounts of a taxable person.

e What is meantbytheterm ‘Seizure’?

Ans.Theterm*seizure’hasnotbeenspecificallydefined
intheModelGSTLaw.InLawLexiconDictionary,‘seizure’isdefinedastheactoftakingpossessionofpr
opertyby an  officer under legal process. It generally implies taking
possessionforciblycontrarytothewishesoftheowner of the property or who has the possession
and who was unwilling to part with the possession.

e Does GST Act(s)haveanypowerofdetention of goods andconveyances?

Ans.Yes, under Section 129 of CGST/SGST Act, an officer has power to detain goods along
with the conveyance (like a truck or other types of vehicle) transporting the goods. This can be
done for such goods which are being transported or are
storedintransitinviolationoftheprovisionsof CGST/SGST Act.Goods
whicharestoredorarekeptinstockbutnotaccountedfor can also be detained. Such goods and
conveyance shall be releasedafterpayment ofapplicabletaxoruponfurnishing security of
equivalentamount.

e Whatisthedistinctioninlawbetween‘Seizure’and‘Detention’?

Ans. Denialofaccesstotheownerofthepropertyorthe
personwhopossessesthepropertyataparticularpoint of time by a legal order/notice is called



detention. Seizure istakingoverofactualpossession ofthegoodsbythe
department.Detentionorderisissuedwhenitissuspected thatthegoodsareliabletoconfiscation.
Seizurecanbe made only on the reasonable belief which is arrived at after inquiry/investigation
that the goods are liable to confiscation.

e WhatarethesafeguardsprovidedinGST Act(s)in respectof Searchor Seizure?

Ans.Certain safeguards are provided in section 670f
CGST/SGSTActinrespectofthepowerofsearchor seizure. These are as follows:
i. Seized goods o rdocuments should notbe retainedbeyond

theperiodnecessaryfortheir examination;

ii. Photocopiesofthedocumentscanbetakenby theperson from whosecustody
documentsare seized;

iii. For seized goods, if a notice is not issued within six months of its seizure, goods
shall be returned to the person from whose possession it was seized. This period of
six months can beextended on justified grounds up to a further period of maximum
sixmonths;

iv. Aninventoryofseizedgoodsshallbemadeby
the seizing officer;

V. Certaincategoriesofgoodstobespecifiedunder
CGSTRules(suchasperishable,hazardous etc.)canbedisposedofimmediately — after
seizure;

vi. ProvisionsofCodeofCriminalProcedure1973 relatingtosearchandseizure shallapply.
However, one important modification is in relation to sub-section (5) of section 165
ofCodeofCriminalProcedure—insteadofsending

copiesofanyrecordmadeincourseofsearch to the nearest Magistrate empowered to
take cognizanceoftheoffence,ithastobesentto thePrincipal Commissioner/
Commissioner of CGST/ Commissioner of SGST.

e Isthereanyspecialdocumentrequiredtobe carried during transport of taxable goods?
Ans.Under section 68 of CGST /SGST Act, a person in charge of a conveyance carrying any
consignment of goods of value exceeding a specified amount may be required
tocarryaprescribed document as may be prescribed.

e What is meantbytheterm “arrest”?

Ans. Theterm*arrest’hasnotbeendefinedintheCGST/SGST Act.However,as perjudicial
pronouncements,it denotes‘thetakingintocustody ofapersonundersome lawful command or



authority’. In other words, a person is said to be arrested when he is taken and restrained of his
liberty by power or colour of lawful warrant.

e Whencantheproperofficerauthorize*‘arrest’
of any person under CGST / SGST Act?

Ans.The Commissioner of CGST/SGST can authorize a CGST/SGST officer to arrest a person if
he has reasons to believethatthepersonhascommittedanoffenceattracting a punishment
prescribed under section 132(1) (a), (b), (c), (d) or Sec 132(2) of the CGST/SGST Act. This
essentially means thatapersoncanbearrestedonlywherethetaxevasionis more than 2 crore
rupees or where a he hasbeenconvictedearlier under CGST Act.

e What are the safeguards provided under CGST /SGST Act for a person who is placed
under arrest?

Ans.Therearecertainsafeguardsprovidedundersection
69for a person who is placed under arrest. These are:

e Ifapersonisarrestedforacognizableoffence,
hemustbeinformedinwritingofthegrounds ofarrestand hemustbeproducedbeforea
magistrate within 24 hours of his arrest;

e If apersonisarrestedforanon-cognizable and bailable offence, the
Deputy/  Assistant Commissionerof CGST/SGST canreleasehimon
bailandhewillbesubjecttothesameprovisions as an officer in-charge of a
police station under section436oftheCodeofCriminalProcedure,1973;

e All arrest must be in accordance with the provisions of the Code of
Criminal Procedure,1973 relating to arrest.

e Whataretheprecautionstobetakenduring arrest?

Ans.TheprovisionsoftheCodeofCriminalProcedure,

1973(2 of1974)relatingto arrestandtheprocedure
thereofmustbeadheredto.Itisthereforenecessary that all field officers of CGST/SGST be fully
familiar with the provisions of the Code of Criminal Procedure, 1973.

Oneimportantprovisiontobetakennoteofissection57of
Cr.P.C.,1973whichprovidesthatapersonarrestedwithout warrant shall not be detained for a
longer period than, underthecircumstancesofthecase,is reasonablebutthis shall not exceed
twenty four hours (excluding the journey timefromplaceofarresttotheMagistrate’scourt).Within
this period, as provided under section 56 of Cr.P.C. the
personmakingthearrestshallsendthepersonarrested
withoutwarrantbeforeaMagistratehavingjurisdiction in the case.



InalandmarkjudgmentinthecaseofD.K.Basuv.State of West Bengal reported in 1997 (1) SCC
the Hon’ble Supreme Court has laid down specific guidelines required
tobefollowedwhilemakingarrests.Whilethisisinrelation
topolice,itneedstobefollowedbyalldepartmentshaving power of arrest. These are as under:

416,
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vi
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Thepolicepersonnelcarryingoutthearrestand

handlingtheinterrogationofthearresteeshould bear accurate, visible and clear
identification and name tags with their designations. The particulars of all such
police personnel who handle interrogationofthearresteemustbe recordedin aregister.

Thepoliceofficercarryingoutthearrestshall prepareamemo ofarrestatthetimeofarrest
andsuchmemoshallbeattestedbyatleastone witness, who may be either a member of
the familyof thearresteeorarespectablepersonof
thelocalityfromwherethearrestismade. Itshallalsobecountersignedbythearresteeand
shallcontain the time anddate of arrest.

A person who has been arrestedordetained andisbeingheldincustodyinapolice station
orinterrogationcenterorotherlockup,shallbe entitledtohaveonefriendorrelative orother
person known to him or having interest in his welfare beinginformed, as soon as
practicable, thathehas beenarrestedandisbeingdetained attheparticularplace,unless
theattesting witness of the memo of arrest is himself such a friend or arelativeof the
arrestee.

Thetime,placeofarrestandvenueofcustodyof anarresteemustbenotifiedbythepolicewhere
thenextfriendorrelative ofthearresteelives outside the district or town through the Legal
AidOrganization intheDistrictandthepolice stationofthearea concernedtelegraphically
within aperiod of 8to12hoursafterthe arrest.

Anentry mustbemadeinthediary attheplace of detention regarding the arrest of the
person which shall also disclose the name of the next friend of the person who has been
informed of thearrestand thenamesand particularsofthe police officials in whose
custody the arrestee is.

Thearresteeshould,wherehesorequests,be alsoexamined atthetimeofhisarrestand major

andminorinjuries, ifanypresentonhis/herbody,mustberecordedatthattime.  The

‘Inspection Memo’ must be signed both by the arrestee and the police officer

effectingthe arrest andits copyprovidedtothe arrestee.

i.Thearresteeshould besubjectedtomedical examination by the trained doctor every 48
hoursduringhisdetentionincustodybyadoctor onthepanelofapproveddoctorsappointed

by Director,HealthServicesoftheconcernedState orUnionTerritory,Director,Health
Services should preparesuchapanelforallTehsilsand Districts as well.

ii.Copiesof allthe documents including the memo
ofarrest,referredtoabove,shouldbesenttothe Magistrate for his record.

Thearresteemaybepermittedtomeethislawyer during interrogation, though not
throughout the interrogation.

A policecontrol roomshouldbe providedat all district and State headquarters where
information regardingthearrestandtheplace



ofcustodyofthearresteeshallbecommunicated
bytheofficercausingthearrest,within12hours ofeffectingthearrestandatthepolice
control roomitshouldbedisplayedonaconspicuous notice board.

e Whatarethebroadguidelinesforarrest followedinCBEC?

Ans.Decision toarrestneedstobetakenoncase-to- case basisconsideringvarious factors,
suchas, nature andgravityofoffence,quantumofdutyevaded orcredit wrongfully availed, nature
and quality of evidence, possibility of evidences being tampered with or witnesses being
influenced, cooperation with the investigation, etc. Power to arrest has to be exercised after
careful consideration of the facts of the case which may include:

I.  toensure properinvestigationof the offence;
ii. topreventsuch personfromabsconding;

iii. casesinvolvingorganizedsmugglingofgoodsor
evasionofcustomsdutybywayofconcealment;

iv. masterminds orkey operators effectingproxy/ benami imports/exports in the name of
dummy or non-existent persons/IECs, etc.;

v.  where theintentto evade duty is evidentand element of mensrea/guilty mind is
palpable;

vi. preventionofthepossibilityoftamperingwith
evidence;

vii. intimidating or influencing witnesses; and
viii.largeamountsofevasionofdutyorservicetax at leastexceeding one crore rupees.

e What is a cognizableoffence?

Ans.Generally,cognizableoffencemeansseriouscategoryof
offencesinrespectofwhichapoliceofficerhastheauthority to make an arrest without a warrant and to
start an investigationwithorwithoutthepermissionofacourt.

¢ What is a non-cognizableoffence?

Ans.Non-cognizableoffencemeansrelativelylessserious offences in respect of which a police
officer does not have the authority to make an arrest without a warrant and an investigation
cannot be initiated without a court order, except as may be authorized under special legislation.

e What are cognizable and non-cognizable offencesunder CGST Act?



Ans.In section 132 of CGST Act, it is provided that the offences relating to taxable goods and
/or services where theamountoftaxevadedor the amount of input tax credit wrongly availed or
the amount of refund wrongly taken exceedsRs.5crore,shall be cognizableandnon-
bailable.Otheroffencesundertheact are non-cognizableandbailable.

e Whencantheproperofficerissuesummonsunder CGST Act?

Ans. Section70 of CGST/SGST Actgivespowerstoadulyauthorized CGST/SGST officer to call
upon a person by issuing a summon to present himself before the officer issuing the
summontoeither give evidence or produce adocument or
anyotherthinginanyinquirywhichanofficerismaking.A
summonstoproducedocumentsorotherthingsmaybefor the production of certain specified
documents or things or fortheproductionofall documentsorthingsofacertain
descriptioninthepossessionorunderthecontrolofthe personsummoned.

e Whataretheresponsibilitiesofthepersonso summoned?

Ans.Apersonwhoisissuedsummonislegallyboundto

attendeitherinpersonorbyanauthorizedrepresentative
andheisboundtostatethetruthbeforetheofficerwhohas issued the summon upon any subject which
is the subject matterofexaminationandtoproducesuchdocuments andother things asmaybe
required.

e What can be the consequences of non- appearanceto summons?

Ans.The proceeding before the official who has issued summons is deemed to be a judicial
proceeding. If a person does not appear on the date when summoned without any
reasonable justification, he can be prosecuted under section 174 of the Indian Penal Code
(IPC). If he absconds to avoid service of summons, he can be prosecuted under section 172
of the IPC and in case he does not produce the documents or electronic records required to
be produced, he can be prosecuted under section 175 of the IPC. In case he gives false
evidence, he can be prosecuted under section 193 of the IPC. In addition, if a person does
not appear before a CGST/ SGST officer who has issued the summon, he is liable to a
penalty up toRs 25,000/- under section 122(3)(d) of CGST/SGST Act.

e What are the guidelines for issue of summons?

Ans.TheCentralBoardofExciseandCustoms(CBEC) in theDepartmentofRevenue,
MinistryofFinancehasissued guidelines fromtimetotimetoensure that
summonsprovisionsarenotmisusedinthefield.Someoftheimportanthighlights
oftheseguidelinesaregivenbelow:

i. summons are to be issued as a last resort where assesses arenotco-
operatingandthissection shouldnot be usedfor the topmanagement;



ii. thelanguageofthesummonsshouldnotbeharsh and legal whichcauses unnecessary
mental stressandembarrassmenttothe receiver;

iii. summonsbySuperintendentsshouldbeissued after obtaining prior written permission
from an officer not below the rank of Assistant Commissioner with the reasons for
issuance of summons to be recorded in writing;

iv.  where for operational reasons, it is not possible to obtain such prior written
permission, oral/  telephonic  permission from such  officer  must
beobtainedandthesameshould bereducedto writing and intimated to the officer
according such permissionat the earliestopportunity;

V. in all cases, where summons are issued, the
officerissuingsummonsshouldsubmitareport  or  shouldrecorda  brief  of
theproceedingsinthecasefileandsubmit the sametothe officer who had authorized
the issuance of summons;

vi. seniormanagementofficialssuchasCEO,CFO,
GeneralManagersofalargecompanyoraPublic SectorUndertakingshould
notgenerallybe issuedsummonsatthefirstinstance.Theyshould

besummonedonlywhenthereareindications intheinvestigationoftheirinvolvement inthe
decision making process which led to loss of revenue.

e Whataretheprecautionstobeobservedwhile issuing summons?
Ans.The following precautions should generally be observed when summoning a person: -

(i) Asummonshouldnotbeissuedforappearance where it is not justified. The power to
summon can be exercised only when there is an inquiry beingundertakenand
theattendanceofthe personisconsiderednecessary.

(i) Normally, summonsshouldnotbeissuedrepeatedly.Asfaraspracticable, thestatement
oftheaccused or witness should be recorded in minimumnumber of appearances.

(iii)Respect thetimeofappearancegiven inthe summons.Nopersonshouldbemadetowait
forlonghoursbeforehisstatementis recorded
exceptwhenithasbeendecidedveryconsciously asamatter of strategy.

(iv) Preferably, statementsshould b e recorded
duringofficehours;however,anexceptioncould bemade
regardingtimeandplaceofrecording statement havingregard to the factsinthecase.

e Arethereanyclassofofficerswhoarerequired to assist CGST/SGST officers?

Ans. Under section 72 of CGST/SGST Act, the following officers have been empowered and are
required to assist CGST/SGST officersintheexecutionof CGST/SGST
Act.Thecategoriesspecifiedare as follows:



Police;

Railways

Customs;

OfficersofState/UT/ CentralGovernmentengagedin collectionof GST;

OfficersofState/UT/ CentralGovernmentengagedin collectionof landrevenue;
All village officers;
Anyotherclassofofficersasmaybenotifiedby the Central/State Government.
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20.0ffences, Penalties,Prosecutionand Compounding

e What aretheprescribed offencesunder CGST/SGST Act?

Ans.TheCGST/SGSTActcodifiestheoffencesandpenalties
inChapterXVI.TheActlists21offencesinsection122,apart
fromthepenaltyprescribedundersection10foravailing
compoundingbyataxablepersonwhoisnoteligibleforit. The said offences are as follows: -

1)

2)

3)

4)

5)
6)

7)
8)

9

Makingasupplywithoutinvoiceorwithfalse/
incorrect invoice;

Issuing an invoice without making supply;

Notpayingtaxcollectedforaperiod exceeding
three months;

Not paying tax collected in contravention of the
CGST/SGST Actfor a period exceeding 3 months;

Non deduction or lower deduction of tax deducted atsourceornotdepositingtax
deducted at source under section 51;

Noncollectionorlowercollectionofornon- payment oftaxcollectible atsourceunder
section 52;

Availing/utilizing input tax credit without actual receipt of goods and/or services;
Fraudulently obtaining any refund;

Availing/distributinginputtaxcredit byanInput

ServiceDistributorinviolationofSection20;

10)Furnishingfalseinformationorfalsificationof financialrecordsorfurnishingoffakeaccounts/
documentswithintenttoevadepaymentoftax;

11)Failuretoregisterdespitebeingliabletopay
tax;

12) Furnishing false information regarding registration particulars either at the time
of applying for registration or subsequently;

13)Obstructing  or preventing any official in dischargeof his duty;

14)Transporting goods  without  prescribed
documents;

15)Suppressing turnover leading to tax evasion;



16)Failuretomaintainaccounts/documentsinthe manner specified in the Act or failure to
retain accounts/documents for the period specified in the Act;

17) Failure to furnish information/documents required by an officer in terms of the
Act/Rules orfurnishing  false  information/documents during the course of
anyproceeding;

18) Supplying/transporting/storing any goods liable to confiscation;

19)Issuing invoice ordocumentusingGSTINof
another person;

20)Tampering/destroying any material evidence;

21)Disposingof/tamperingwithgoodsdetained/

seized/attached under the Act.

e What is meantbytheterm penalty?

Ans.The word*“penalty” has not beendefinedintheCGST/SGST
Actbutjudicialpronouncementsandprinciples of jurisprudence have laid down the nature of a
penalty as:

» atemporary punishmentorasumofmoney imposedbystatute,tobepaidaspunishmentfor
the commissionof acertain offence;

* apunishmentimposedbylaworcontractfor doingor failingto do somethingthatwas the
dutyof apartytodo.

e Whatarethegeneraldisciplinestobefollowed while imposing penalties?

Ans.Thelevyofpenaltyissubjecttoacertaindisciplinary regime which is based on jurisprudence,
principles of naturaljusticeandprinciples governinginternational
tradeandagreements.Suchgeneraldisciplineisenshrined in section 126 of the Act. Accordingly—

* nopenaltyistobeimposedwithoutissuanceof a show cause notice and proper hearing
in the matter,affordinganopportunity to theperson proceeded
againsttorebuttheallegations levelledagainst him,

» thepenaltyistodependonthetotalityofthe
facts andcircumstancesof the case,

» thepenaltyimposedistobecommensurate with the degree and severity of breach
of the provisions of the law or the rules alleged,

» thenatureofthebreachistobespecifiedclearly
inthe order imposingthe penalty,



» theprovisionsofthelawunderwhichthepenalty has been imposed is to be specified.

Section 126 further specifies that, in particular, no substantial penalty is to be imposed for —

e anyminorbreach(minor breachhasbeen defined as a violation of the
provisions in a case where the tax involved is less than Rs.5000), or

» aprocedural requirement of the law, or

» aneasily rectifiable mistake/omission in documents (explained in thelaw as an
error  apparentonrecord)thathasbeenmadewithout ~ fraudulent  intent  or
grossnegligence.

Further, wherever penalty of a fixed amount or a fixed percentagehasbeenprovided
intheCGST/SGST Act,thesameshall apply.

e Whatisthequantumofpenaltyprovidedfor intheCGST /SGST Act?

Ans. Section122(1)providesthatanytaxablepersonwho hascommittedanyof
theoffencesmentionedinsection122 shallbepunishedwithapenaltythatshallbehigherofthe
following amounts:

*  Theamountoftaxevaded,fraudulentlyobtained asrefund,availed

ascredit,ornotdeductedor collectedorshortdeductedorshortcollected, or

e Asum of Rs. 10,000/-.

FurtherSection122(2)providesthatanyregistered person who has not paid tax or makes a short
payment of taxon suppliesshall be a liable to penalty which will be the higher of:

e 10% of the tax not paid or short paid,or

e Rs. 10,000/-

e Isanypenaltyprescribedforanypersonother thanthetaxable person?

Ans.Yes. Section122(3) provides for levy ofpenalty extending to Rs. 25,000/- for any person
who-

» aids or abets any of the 21 offences,

» dealsinanyway(whetherreceiving,supplying, storing or transporting) with goods that
are liable to confiscation,

* receivesordealswithsupplyofservicesincontraventionof the Act,

» fails toappearbeforeanauthoritywhohas



issuedasummon,

» failstoissueanyinvoiceforasupplyoraccount for any invoice in his books of accounts.

Q 6.What [ the penalty provided for any contravention
forwhichnoseparatepenaltyhas beenprescribed under CGST/SGST Act?

Ans.  Section1250ftheCGST/SGST Actprovidesthatanypersonwho contravenesanyprovision
oftheActortherulesmade under this Act for which no separate penalty has been prescribed shall
be punishable with a penalty that may extend to Rs.25,000/-

e Whatactioncanbetakenfortransportation
ofgoodswithoutvaliddocumentsorattemptedtobe removedwithout proper
recordinbooks?

Ans.If any person transports any goods or stores any such goods while in transit without the
documents prescribed under the Act (i.e. invoice and a declaration) or supplies or stores
any goods that have not been recorded in the books or accounts maintained by him, then
such goods shall be liable for detention alongwith any vehicle on which they are being
transported.

Where owner comes forward: -Such goods shall be released onpayment of the applicable
tax and penalty equal to 100% tax or upon furnishing of security equivalent to the
saidamount.

In case of exempted goods, penalty is 2% of value of goods or Rs 25,000/- whichever is
lesser.

Where owner does not come forward: -Such goods shall be released onpayment of the
applicable tax and penalty equal to 50% of value of goods or upon furnishing of security
equivalent to the saidamount.

In case of exempted goods, penalty is 5% of value of goods or Rs 25,000/- whichever is
lesser.

e Whatisthepenaltyprescribedforaperson whooptsforcompositionscheme despitebeing
ineligible for thesaid scheme?

Ans.Section 10(5) provides that if a person who has paid under composition levy is found as
not being eligible for compounding then such person shall be liable to penalty to an amount
equivalent to the tax payable by him under the provisions of the Act i.e. as a normal taxable
person and that this penalty shall be in addition to the tax payable by him.

e What is meant by confiscation?



Ans. Theword*confiscation’hasnotbeendefinedinthe Act. The concept is derived from Roman
Lawwherein it meantseizingortakingintothehandsofemperor, and transferring to Imperial
“fiscus™ or Treasury. The word “confiscate” has been defined in Aiyar’s Law Lexicon as to
“appropriate (private property) to the public treasury by way of penalty; to deprive of property
as forfeited to the State.”

In short in means transfer of the title to the goods to the Government.

e Under which circumstances can goods be confiscated under CGST/SGST Act?

Ans.Under Section 130 of the CGST Act, goods shall be liable to confiscation if any person:

e supplies or receives any goods in contravention of any provision of this Act and
such contravention results in evasion of tax payable under the Act, or

e does not account for any goods in the manner required under the Act, or

e supplies goods that are liable to tax under the Act without applying for registration,
or

e Uses any conveyance as a means of transport for carriage of goods in contravention
of the provisions of CGST/SGST Act (unless used without knowledge of owner)

e contravenes any provision of the Act/Rules with the intention of evading payment of
tax.

e Whathappenstothegoodsuponconfiscation of goods by the proper officer?

Ans.  Uponconfiscation,thetitleintheconfiscatedgoods shall vest in the Government and every
Police officer to whom the proper officer makes a request in this behalf, shallassistin taking
possessionof the goods.

e Afterconfiscation,isitrequiredtogiveoption
to theperson to redeemthegoods?

Ans. Yes. In termsofsection130(2), theOwnerorthe personin-
chargeofthegoodsliabletoconfiscationisto be given the option for fine (not exceeding market
price of confiscated goods)inlieuofconfiscation.Thisfineshallbe inadditiontothetaxandother
chargespayableinrespect of such goods.

e Cananyconveyancecarryinggoodswithout cover of prescribed documents be subject to
confiscation?

Ans.Yes. Section 130 provides that any conveyance carrying goods without the cover of any
documents or declaration prescribed under the Act shall be liable to confiscation. However, if
the owner of the conveyance proves that the goods were being transported without cover of the
required documents/declarations without his knowledge or connivance or without the
knowledge or connivance of his agent then the conveyance shall not be liable to confiscation as
aforesaid.



What is Prosecution?

Ans.Prosecutionistheinstitutionorcommencementof
legalproceeding;theprocessofexhibitingformal charges
againsttheoffender.Section198oftheCriminalProcedure Code defines “‘prosecution” as the
institution and carrying onof the legalproceedingsagainst aperson.

Which are the offences which warrant prosecution under theCGST/SGST Act?

Ans.Section 132 of the CGST/SGST Actcodifies the major offences under the Act which warrant
institution of criminal proceedings and prosecution. 12 such major offences have been listed as
follows:

Making a supply without issuing an invoice or upon issuance of a
false/incorrectinvoice;

Issuing an invoice without makingsupply;

Not paying any amount collected as tax for a period exceeding 3months;

Availing or utilizing credit of input tax withoutactual receipt of goods and/or services;
Obtaining any fraudulentrefund)

evades tax, fraudulently avails ITC or obtains refund by an offence not covered under clause (a) to (e);

Furnishingfalseinformationorfalsificationof financialrecordsorfurnishingoffakeaccounts/
documentswithintenttoevadepaymentoftax;

Obstructing orpreventinganyofficialinthedischargeof his duty;

Dealing withgoodsliabletoconfiscationi.e.receipt,supply, storageortransportationof
goods liable to confiscation;

Receiving/dealing withsupplyofservicesincontraventionof the Act;
tampers with or destroys any material evidence or documents

Failing to supply any information required of him under the Act/Rules or supplying false
information;

Attempting to commit or abetting the commission of any of the offences at (a) to (I)
above.

Q17.What is the punishment prescribed on convictionof anyoffenceunder
theCGST/SGST Act?

Ans.Theschemeofpunishmentprovidedinsection132(1)
is as follows:

Offence involving-- Punishment (Imprisonment

extending to--)




Tax evaded exceeding | 5 years and fine

Rs. 5 crore or repeat
offender250 lakh

Tax evaded between Rs. 2 crore 3 years and fine
and Rs.5 crore

TaxevadedbetweenRs.1 lyears and fine
crore and Rs.2 crore

False records 6 months
Obstructing officer
Tamper records

e What are cognizable and non-cognizable offencesunder CGST/SGST Act?
Ans.In terms of Section 132(4) and 132(5) of CGST/SGST Act

o all offences where the evasion of tax is less than Rs.5 crores shall be non-cognizable and
bailable,

e all offences where the evasion of tax exceeds Rs.5 crores shall be cognizable and non-
bailable.
e Is prior sanction of competent authority mandatory for initiating prosecution?

Ans.Yes. Nopersonshallbeprosecutedforanyoffence
withoutthe prior sanction of the designated authority.

e Is‘mensrea’orculpablementalstatenecessary for prosecution under CGST/SGST Act?

Ans.Yes. However,Section135 presumestheexistenceof a state ofmind (i.e. *““culpable mental
state” ormensrea) requiredtocommit anoffenceifitcannotbecommitted without such a state of
mind

e What is a culpable stateof mind?



Ans.Whilecommittinganact,a““culpablementalstate™
is a state of mind wherein-

« the actis intentional;

» theactanditsimplicationsareunderstoodand
controllable;

o theperson committing the act was not coercedandevenovercomes hurdlestotheact
committed;

» thepersonbelievesorhasreasonstobelieve that the act is contrary to law.

e Can a company be proceeded against or prosecutedfor anyoffenceunder
theCGST/SGST Act?

Ans.Yes.Section1370ftheCGST/SGST ACTprovidesthateveryperson whowasin-
chargeoforresponsibletoacompanyfor the conduct of its business shall, along-with the company
itself,beliabletobeproceeded againstandpunishedfor an offence committed by the company
while such person was in-charge of the affairs of the company. If any offence committed by the
company—
* has been committed with the consent/
connivance of, or

e s attributable to negligence of—

anyofficerofthecompanythensuchofficershallbedeemed tobeguiltyofthesaidoffenceandliable
tobeproceeded against andpunished accordingly.

e What is meantbycompoundingof offences?

Ans.Section 320o0ftheCodeofCriminalProcedure defines “compounding” as to forbear
from prosecution for consideration or anyprivate motive.

e Canoffencesunder CGST/SGST Act be compounded?

Ans. Yes. Aspersection1380ftheCGST/SGST Act,anyoffence,other
thanthefollowing,mayuponpaymentoftheprescribed (compounding)
amountbecompoundedandsuch compoundingispermissible eitherbeforeorafterthe institution of
prosecution:

e  Offences numbered 1 to 6 of the 12 major offences (outlined in Q. 16 above), if the
person charged with the offence had compounded earlier in respect of any of the
said offences;



e Aiding/abetting offences numbered 1 to 6 of the 12 major offences, if the person
charged with the offence had compounded earlier in respect of any of the said
offences;

e Any offence (other than the above offences) under any SGST Act/IGST Act in respect
of a supply with value exceeding Rs.1 crore, if the person charged with the offence
had compounded earlier in respect of any of the said offences;

e Any offence which is also an offence under NDPSA or FEMA or any other Act other
than CGST/SGST;

Compounding istobepermittedonlyafterpaymentoftax, interestandpenaltyandcompounding
shallnotaffectany proceedingalreadyinstitutedunderanyotherlaw.

e Arethereanymonetarylimitsprescribedfor compoundingof offence?

Ans.Yes. Thelowerlimitforcompoundingamountisto be the greater of the following amounts: -
*  50% of tax involved, or

* Rs. 10,000.

Theupperlimitforcompoundingamountistobegreater
ofthe following amounts: -

* 150% of tax involved or

* Rs. 30,000.

e Whatistheconsequenceofcompoundingof anoffenceunder CGST/SGST Act?
Ans.Sub-section 3) of section 138provides that on

paymentofcompoundingamountnofurtherproceeding tobeinitiatedunderthisActandcriminal
proceeding alreadyinitiatedshallstandabated.
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21. Overviewofthel GSTAct

e Whatis IGST?

Ans. “Integrated Goods and Services Tax” (IGST) means tax levied under the IGST Act on the
supply of any goods and/ or services in the course of inter-State trade or commerce.

e What are inter-state supplies?

Ans. A supply of goods and/or services in the course of inter-State trade or commerce means
any supply where the location of the supplier and the place of supply are in different States, two
different union territory or in a state and union territory Further import of goods and services,
supplies to SEZ units or developer, or any supply that is not an intra state supply. (Section 7 of
the IGST Act).

e How will the Inter-State supplies of Goods and Services be taxed under GST?

Ans. IGST shall be levied and collected by Centre on inter-state supplies. IGST would be
broadly CGST plus SGST and shall be levied on all inter-State taxable supplies of goods and
services. The inter-State seller will pay IGST on value addition after adjusting available credit of
IGST, CGST, and SGST on his purchases. The Exporting State will transfer to the Centre the
credit of SGST used in payment of IGST. The Importing dealer will claim credit of IGST while
discharging his output tax liability in his own State. The Centre will transfer to the importing
State the credit of IGST used in payment of SGST. The relevant information is also submitted to
the Central Agency which will act as a clearing house mechanism, verify the claims and inform
the respective governments to transfer the funds.

e \What are the salient features of the draft IGST Law?

Ans. The draft IGST law contains 25 sections divided into9 Chapters. The law, inter alia, sets
out the rules for determination of the place of supply of goods. Where the supply involves
movement of goods, the place of supply shall be the location of goods at the time at which the
movement of goods terminates for delivery to the recipient. Where the supply does not involve
movement of goods, the place of supply shall be the location of such goods at the time of delivery
to the recipient. In the case of goods assembled or installed at site, the place of supply shall be
the place of such installation or assembly. Finally, where the goods are supplied on board a
conveyance, the place of supply shall be the location at which such goods are taken on board.

The law also provides for determination of place of supply of service where both supplier and
recipient are located in India (domestic supplies) or where supplier or recipient is located
outside India (international supplies). This is discussed in details in the next Chapter.



It also provides for certain other specific provisions like payment of tax by online information
and database access service provider located outside India to an unregistered person in India,
upon taking registration in India, under the IGST Act, following a simplified provision (section
14 of the IGST Act),

e What are the advantages of IGST Model?

Ans. The major advantages of IGST Model are:

a. Maintenance of uninterrupted ITC chain on inter-State transactions;

b. No upfront paymentof tax or substantial blockage of funds for the inter-State seller
or buyer;

C. No refund claim in exporting State, as ITC is used up while paying the tax;

d. Self-monitoring model;

e. Ensures tax neutrality while keeping the tax regime simple;

f. Simple accounting  with  no additional compliance burden on the taxpayer;

g. Would facilitate in ensuring high level of compliance and thus higher collection

efficiency. Model can handle ‘Business to Business’ as well as ‘Business to Consumer’
transactions.

e How will imports/exports be taxed under GST?

Ans. All imports/exports will be deemed as inter-state supplies for the purposes of levy of GST
(IGST). The incidence of tax will follow the destination principle and the tax revenue in case of
SGST will accrue to the State where the imported goods and services are consumed. Full and
complete set-off will be available as ITC of the IGST paid on import on goods and services.
Exports of goods and services will be zero rated. The exporter has the option either to export
under bond without payment of duty and claim refund of ITC or pay IGST at the time of export
and claim refund of IGST. The IGST on imports is leviable under the provisions of the Customs
Tariff Act and shall be levied at the time of imports along with the levy of the Customs Act
(Section 5 of the IGST Act)

e How will the IGST be paid?



Ans. The IGST payment can be done utilizing ITC or by cash. However, the use of ITC for
payment of IGST will be done using the following hierarchy, -

. First available ITC of IGST shall be used for payment of IGST;
. Once ITC of IGST is exhausted, the ITC of CGST shall be used for payment of IGST,;

. If both ITC of IGST and ITC of CGST are exhausted, then only the dealer would be
permitted to use ITC of SGST for payment of IGST.

Remaining IGST liability, if any, shall be discharged using payment in cash. GST System will
ensure maintenance of this hierarchy for payment of IGST using the credit.

e How will the settlement between Centre, exporting state and importing state be
done?

Ans. There would be settlement of account between the Centre and the states on two counts,
which are as follows-

. Centre and the exporting state: The exporting state shall pay the amount equal to the ITC
of SGST used by the supplier in the exporting state to the Centre.

. Centre and the importing state: The Centre shall pay the amount equal to the ITC of
IGST used by a dealer for payment of SGST on intra- state supplies.

The settlement would be on cumulative basis for a state taking into account the details furnished
by all the dealer in the settlement period. Similar settlement of amount would also be undertaken
between CGST and IGST account.

e What treatment is given to supplies made to SEZ units or developer?

Ans: Supplies to SEZ units or developer shall be zero rated in the same manner as done for the
physical exports. Supplier shall have option to make supplies to SEZ without payment of taxes
and claim refunds of input taxes on such supplies (section 16 of the IGST Act).

e Are business processes and compliance requirement same in the IGST and CGST Acts?

Ans: The procedure and compliance requirement are same for processes likes registration,
return filing and payment of tax. Further, the IGST act borrows the provisions from the CGST
Act as relating to assessment, audit, valuation, time of supply, invoice, accounts, records,
adjudication, appeal etc. (Section 20 of the IGST Act)



22. Placeof Supply ofGoodsandService

e What is the need for the Place of Supply of Goods and Services under GST?

Ans. The basic principle of GST is that it should effectively tax the consumption of such supplies
at the destination thereof or as the case may at the point of consumption. So place of supply
provision determines the place i.e. taxable jurisdiction where the tax should reach. The place of
supply determines whether a transaction is intra-state or inter-state. In other words, the place of
Supply of Goods or services is required to determine whether a supply is subject to SGST plus
CGST in a given State or union territory or else would attract IGST if it is an inter-state supply.

e Why are place of supply provisions different in respect of goods and services?

Ans. Goods being tangible do not pose any significant problems for determination of their place
of consumption. Services being intangible pose problems w.r.t determination of place of supply
mainly due to following factors:

(i) The manner of delivery of service could be altered easily. For example, telecom service
could change from mostly post-paid to mostly pre-paid; billing address could be changed, billers
address could be changed, repair or maintenance of software could be changed from onsite to
online; banking services were earlier required customer to go to the bank, now the customer
could avail service from anywhere;

(if) Service provider, service receiver and the service provided may not be ascertainable or may
easily be suppressed as nothing tangible moves and there would hardly be a trail;

(iii) For supplying a service, a fixed location of service provider is not mandatory and even the
service recipient may receive service while on the move. The location of billing could be
changed overnight;

(iv) Sometime the same element may flow to more than one location, for example, construction
or other services in respect of a railway line, a national highway or a bridge on a river which
originate in one state and end in the other state. Similarly, a copy right for distribution and
exhibition of film could be assigned for many states in single transaction or an advertisement or
a programme is broadcasted across the country at the same time. An airline may issue seasonal



tickets, containing say 10 leafs which could be used for travel between any two locations in the
country. The card issued by Delhi metro could be used by a person located in Noida, or Delhi or
Faridabad, without the Delhi metro being able to distinguish the location or journeys at the time
of receipt of payment;

(v) Services are continuously evolving and would thus continue to pose newer challenges. For
example, 15-20 years back no one could have thought of DTH, online information, online
banking, online booking of tickets, internet, mobile telecommunication etc.

e What proxies or assumptions in a transaction can be used to determine the place of
supply?

Ans. The various element involved in a transaction in services can be used as proxies to
determine the place of supply. An assumption or proxy which gives more appropriate result than
others for determining the place of supply, could be used for determining the place of supply.
The same are discussed below:

(a) location of service provider;

(b) the location of service receiver;

(c) the place where the activity takes place/ place of performance;
(d) the place where it is consumed; and

(e) the place/person to which actual benefit flows

e What is the need to have separate rulesfor place of supply in respect of B2B (supplies to
registered persons) and B2C (supplies to unregistered persons) transactions?

Ans. In respect of B2B transactions, the taxes paid are taken as credit by the recipient so such
transactions are just pass through. GST collected on B2B supplies effectively create a liability
for the government and an asset for the recipient of such supplies in as much as the recipient is
entitled to use the input tax credit for payment of future taxes. For B2B transactions the location
of recipient takes care in almost all situations as further credit is to be taken by recipient. The
recipient usually further supplies to another customer. The supply is consumed only when a B2B
transaction is further converted into B2C transaction. In respect of B2C transactions, the supply
is finally consumed and the taxes paid actually come to the government.



e What would be the place of supply where goods are removed?

Ans. The place of supply of goods shall be the location of the goods at the time at which the
movement of goods terminates for delivery to the recipient. (Section 10 of IGST Act)

e What will be the place of supply if the goods are delivered by the supplier to a person
on the direction of a third person?

Ans. It would be deemed that the third person has received the goods and the place of supply of
such goods shall be the principal place of business of such person. (Section 9 of IGST Act)

e What will be the place of supply where the goods or services are supplied on board a
conveyance, such as a vessel, an aircraft, a train or a motor vehicle?

Ans. In respect of goods, the place of supply shall be the location at which such goods are taken
on board. (Section 9 of IGST Act)

However, in respect of services, the place of supply shall be the location of the first scheduled
point of departure of that conveyance for the journey. (Section 12 and 13 of IGST Act)

e What is the default presumption for place of supply in respect of B2B supply of
services?

Ans. The terms used in the IGST Act are registered taxpayers and non-registered taxpayers. The
presumption in case of supplies to registered person is the location of such person. Since the
recipient is registered, address of recipient is always there and the same can be taken as proxy
for place of supply.

e What is the default presumption for place of supply in respect of unregistered
recipients?

Ans. In respect of unregistered recipients, the usual place of supply is location of recipient.
However, in many cases, the address of recipient is not available, in such cases, location of the
supplier of services is taken as proxy for place of supply.

e The place of supply in relation to immovable property is the location of immovable
property. Suppose a road is constructed from Delhi to Mumbai covering multiple states.
What will be the place of supply?



Ans. Where the immovable property is located in more than one State, the supply of service shall
be treated as made in each of the States in proportion to the value for services separately
collected or determined, in terms of the contract or agreement entered into in this regard or, in
the absence of such contract or agreement, on such other reasonable basis as may be prescribed
in this behalf. (The Explanation clause to section 12(3) of the IGST Act, for domestic supplies)

e What would be the place of supply of services provided for organizing an event, say,
IPL cricket series which is held in multiple states?

Ans. In case of an event, if the recipient of service is registered, the place of supply of services
for organizing the event shall be the location of such person.

However, if the recipient is not registered, the place of supply shall be the place where event is
held. Since the event is being held in multiple states and a consolidated amount is charges for
such services, the place of supply shall be taken as being in each state in proportion to the value
of services so provided in each state. (The Explanation clause to section 12(7) of the IGST Act)

e What will be the place of supply of goods services by way of transportation of goods,
including mail or courier?

Ans. In case of domestic supply: If the recipient is registered, the location of such person shall
be the place of supply.

However, if the recipient is not registered, the place of supply shall be the place where the goods
are handed over for transportation (section 12 of the IGST Act.

For international supplies: The place of supply of transport services, other than the courier
services, shall be the destination of goods. For courier, the place of supply of services is where
goods are handed over to courier. However, if the courier services are performed even partially
in India, the place of supply shall be deemed as India (section 13(3),13(6) and 13(9) of the IGST
Act).

e What will be the place of supply of passenger transportation service, if a person travels
from Mumbai to Delhi and back to Mumbai?



Ans. If the person is registered, the place of supply shall be the location of recipient. If the
person is not registered, the place of supply for the forward journey from Mumbai to Delhi shall
be Mumbai, the place where he embarks.

However, for the return journey, the place of supply shall be Delhi as the return journey has to
be treated as separate journey. (The Explanation clause to section 12(9) of the IGST Act)

e Suppose a ticket/ pass for anywhere travel in India is issued by M/s Air India to a
person. What will be the place of supply?

Ans. In the above case, the place of embarkation will not be available at the time of issue of
invoice as the right to passage is for future use. Accordingly, place of supply cannot be the place
of embarkation. In such cases, the default rule shall apply. (The proviso clause to section 12(9)
of the IGST Act)

e What will be the place of supply for mobile connection? Can it be the location of
supplier?

Ans. For domestic supplies: The location of supplier of mobile services cannot be the place of
supply as the mobile companies are providing services in multiple states and many of these
services are inter-state. The consumption principle will be broken if the location of supplier is
taken as place of supply and all the revenue may go to a few states where the suppliers are
located.

The place of supply for mobile connection would depend on whether the connection is on
postpaid or prepaid basis. In case of postpaid connections, the place of supply shall be the
location of billing address of the recipient of service.

In case of pre-paid connections, the place of supply shall be the place where payment for such
connection is received or such pre-paid vouchers are sold. However, if the recharge is done
through internet/e-payment, the location of recipient of service on record shall be the taken as
the place of service.

For international supplies: The place of supply of telecom services is the location of the recipient
of service.

e A person in Goa buys shares from a broker in Delhi on NSE (in Mumbai). What will be
the place of supply?

Ans. The place of supply shall be the location of the recipient of services on the records of the
supplier of services. So Goa shall be the place of supply.



e A person from Mumbai goes to Kullu-Manaliand takes some services from ICICI Bank
in Manali. What will be the place of supply?

Ans. If the service is not linked to the account of person, place of supply shall be Kullu i.e. the
location of the supplier of services. However, if the service is linked to the account of the person,
the place of supply shall be Mumbai, the location of recipient on the records of the supplier.

e A person from Gurgaon travels by Air India flight from Mumbai to Delhi and gets his
travel insurance done in Mumbai. What will be the place of supply?

Ans.  The location of the recipient of services on the records of the supplier of insurance
services shall be the place of supply. So Gurgaon shall be the place of supply. (proviso clause to
section 11(13) of the IGST Act)
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23. GSTN and FrontendBusinessProcessonGSTPortal

e Whatis GSTN?

Ans.Goods and Services Tax Network (GSTN) is a not-for-profit, non-government company
promoted jointly by the Central and State Governments, which will provide shared IT
infrastructureand servicestobothcentral and stategovernmentsincludingtaxpayers and
other stakeholders. The Frontend services of Registration, Returns, Payments, etc. to all
taxpayers will be provided by GSTN.ltwillbe theinterfacebetween the governmentand the
taxpayers.

e \What was need to create GSTN?

Ans.The GSTSystemProjectisaunique andcomplex IT initiative. Itis uniqueas it seeks, for the
firsttime to establish auniforminterfaceforthetaxpayeranda common and shared IT infrastructure
between the Centre and States.Currently,theCentreand Stateindirecttax administrations
workunderdifferentlaws, regulations, proceduresandformats andconsequentlythel Tsystems work
as independent sites. Integrating them for GST implementation would be complex since it would
involve integrating the entire indirecttaxecosystem so asto bringallthetaxadministrations
(Centre,StateandUnion Territories) to the same level of IT maturity with uniform formats
andinterfacesfortaxpayersandotherexternal stakeholders.
Besides,GSTheingadestinationbasedtax, the inter-statetradeofgoodsandservices(IGST)would
needarobustsettlementmechanism amongsttheStates andtheCentre.Thisispossibleonlywhen there
isastrong IT Infrastructure and Service back bone which enables
capture,processingandexchangeofinformationamongst thestakeholders
(includingtaxpayers,StatesandCentral Government,Bank andRBI). To achieve these objectives
GSTN was created.

e What is thegenesisof GSTN?

Requirements of strong IT Infrastructurewasdiscussedinthedthmeetingof2010 of the
Empowered Committee of State Finance Ministers held on 21/7/2010. In the said meeting
the EC approved creation of an ‘Empowered Group on IT Infrastructure for GST’ (referred
toas EG) underthechairmanship ofDr. NandanNilekaniwith Additional Secretary (Rev),
Member (B&C) CBEC, DG (Systems), CBEC, FA Ministry of Finance, Member Secretary
EC and five state commissioners ofTradeTaxes(Maharashtra,Assam, Karnataka, West
Bengal and Gujarat) as members. The Group was
mandatedtosuggest,interalia,themodalities for setting up a National
InformationUtility(NIU/SPV) forimplementingtheCommonPortaltobecalledGST
Network(GSTN)andrecommendthestructureandterms of reference for the NIU/ SPV, detailed
implementation strategy and theroadmapforitscreation inadditionto
otheritemsliketraining,outreachetc.



In March 2010,TAGUP constituted by the Ministry of Finance had recommended that National
Information Utilities should be set up as private companies with a publicpurpose
forimplementationoflargeandcomplex Government ITprojectsincludingGST.Mandateof TAGUP
was to examine the technological and  systemicissuesrelatingtothevarious
ITprojectssuchasGST, TIN,NPS, etc.

The EG had seven meetings between 2nd August 2010
and8thAugust2011todiscussthemodalities. Afterdue deliberations,theEGrecommended
creationofaSpecial PurposeVehicleforimplementingtheGSTSystem Project.To  enable
efficientandreliable provision ofservicesina demandingenvironment,theEGrecommended anon-
Government structure for the GSTN SPV with Government equity of 49% (Centre — 24.5% and
States — 24.5%) after consideringkeyparameters suchasindependenceof management,
strategiccontrol of Government, flexibility
inorganizationalstructure,agilityindecisionmakingand abilitytohire andretain competenthuman
resources.

In view of the sensitivity of the role of GSTN and the information that would be available with it,
the EG also consideredtheissue ofstrategiccontrolofGovernment
overGSTN.TheGrouprecommendedthatstrategiccontrol
oftheGovernmentovertheSPVshouldbeensuredthrough
measuressuchascompositionoftheBoard,mechanismsof
SpecialResolutionandShareholdersAgreement,induction of Governmentofficers on deputation,
and agreements betweenGSTNSPVandGovernments.Also,theshareholding patternwould ensure
that the Centre individually and States collectively are thelargest stakeholders at 24.5%
each.Incombination,theGovernmentshareholdingat49% would far exceed that of any single
private institution.

EG also brought out the need to have technology specification to run this company so that there
is 100 percent matching of returns. The business knowledge resides with the officials of
Government of India and States. However, professionals with sophisticated technology
knowledge will be required to run this company independently, similar to NSDL which is
working professionally and independently. EG also recommended a non-government company as
that will have operational freedom.

These recommendations were presented before the Empowered Committee of State Finance
Ministers in its 3" meeting of 2011 held on 19™ August 2011 and in the 4™ meeting of 2011 of
the EC held on 14" Oct 2011. The proposal of the EG on IT infrastructure for GST regarding
GSTN and formation of a not-for-profit section 25 company with the strategic control of the
Government were approved by the Empowered Committee of State Finance Ministers (EC) in its
meeting held on14.10.11.



ThenoteofDepartmentofRevenueforsettingupaSpecial PurposeVehicletobecalledGoods
andServicesTax Network (GSTN-SPV)onthelines mentionedabovewas considered by the Union
Cabinet on 12th April 2012and approved. The Union cabinet also approved the following:

i.  Suitable and willing non-government institutions will be identified and firmed up by
the Ministry of Finance to invest in GSTN-SPV prior to its incorporation.

ii. ThestrategiccontroloftheGovernmentover the SPV would be ensured through
measures suchascomposition oftheBoard,mechanisms of Special Resolution and
ShareholdersAgreement,inductionofGovernmentofficerson
deputation,andagreementsbetweenGSTNSPV andGovernments.

iii. The Board of Directors of GSTN SPV would comprise 14 Directors with 3 Directors
fromthe Centre, 3 from the States, a Chairman of the BoardofDirectorsappointed
throughajoint approval mechanismofCentreandStates, 3Directors from private
equity stake holders, 3 independent Directors who would be persons of eminenceand
aCEO oftheGSTNSPVselected through an openselectionprocess.

iv.  Relaxationinrelevantrulestoenabledeputation of Government officers to the GSTN
SPV for exercise ofstrategiccontroland forbringingin necessarydomainexpertise.

v.  GSTNSPVwouldhaveaself-sustainingrevenue model, where it would be able to levy
user chargesonthetaxpayersandthetaxauthorities availingservices.

vi. GSTNSPVtobetheexclusivenationalagency responsible
fordeliveringintegratedindirect Taxrelatedservicesinvolvingmultiple tax
authorities.Accordingly,any otherservice providerseekingtodeliversimilar integrated
serviceswouldberequiredtoenterintoaformal arrangement with GSTN SPV for the
services.

Vii. Aone-timenon-recurri ngG rant-inaidofRs. 315croresfromtheCentralGovernmenttowards

functioningoftheSPVforathree-y e ar period after incorporation.

e What is the equity structure and Revenue Model of GSTN?

Ans. (a) Equity Structure: - In compliance of the Cabinet decision, GST Network was
registered as a not-for-profit, non-Government, private limited company under section 8 of the
Companies Act, 1956 with the following equity structure:

CentralGovt 24.5%
State Govts 24.5%
HDFC 10%
HDFC Bank 10%
ICICI Bank 10%
NSE Strategic InvestmentCo 10%




LIC Housing Finance Ltd 11%

The GSTN in its currentform was created aftertaking approval of the Empowered Committee of
State Finance MinistersandUnionGovernmentafterduedeliberations overalong periodof time.
(b) Revenue Model: An amount of 315 Cr. was approved by the Govt. of India as Grants-in-
Aid for initial setting up of the GSTN-SPV in 2013. During the period 31.03.2013 to
31.03.2016, an amount of Rs 143.96 Crores was released as Grant-In-Aid to GSTN out of Rs
315 Crores approved by Govt of India. Out of the grant-in-aid received, only Rs. 62.11 Cr was
spent during this period in setting of the Company and making it functional. The balance grant
was returned to Govt. of India. During FY 2016-17, GSTN has got loan sanctioned from a
commercial bank to meet expenditure over setting up the IT Platform to provide services to the
Center and States through GST portal and developing the backend for 27 States and Union
Territories. The Revenue model for GSTN has been approved by the Empowered Committee of
State Finance Ministers under which user charges will be paid by the Centre and States/UTs
equally on behalf of taxpayers and other stakeholders for availing services from the GST
Portal. The user charges will be shared equally by the Centre and the States. The user charges
for States will be apportioned amongst them based on number of registered taxpayers.

e What serviceswill be renderedbyGSTN?
Ans.GSTNwillrenderthefollowingservicesthroughthe Common GST Portal:

(a) Registration(includingexistingtaxpayermigration, a process which began on 8" Nov
2016);

(b) Payment ~ management including payment
Gatewaysandintegrationwithbankingsystems;

(c) Return filing and processing;

(d) Taxpayermanagement,includingaccount management, notifications, information, and
status tracking;

(e) TaxauthorityaccountandledgerManagement;

(f)Computation of settlement (including IGST Settlement) betweentheCentreandStates;
Clearinghouse for IGST;

(9) Processingandreconciliation ofGSTonimport and integration with EDI systems of

Customs;
(h) MiSincludingneedbasedinformationand businessintelligence;
Q) MaintenanceofinterfacesbetweentheCommon GSTPortalandtax administration
systems;

(j) Providetraining tostakeholders;
(k) ProvideAnalyticsandBusinessintelligenceto tax authorities;and
(I) Carryoutresearch and studybestpractices.

e WhatistheinterfacesystembetweenGSTN andthe States/CBEC?



Ans.InGSTregime,whiletaxpayerfacingcoreservices of applying for registration, uploading of
invoices, filing of return,makingtaxpaymentsshallbehostedbyGSTSystem,
allthestatutoryfunctions(suchasapprovalofregistration, assessment
ofreturn,conductinginvestigationandaudit etc.)shallbeconductedbythetaxauthoritiesofStatesand
Centralgovernments.

Thus,thefrontend (GST Portal services) shallbeprovided byGSTNandthe

backendmodulesshallbedeveloped bystatesandCentral
Governmentthemselves.However,27states(termedasModel-
2states)haveaskedGSTNtodeveloptheirbackendmodules also. TheCBECandrestofthe 9

states(Model1)havedecided todevelopandhosttheback-endmodulesthemselves. For Model 1
states/ CBEC full data (registration, return, payment etc.) submitted by taxpayers will be
shared with them for information and analysis as deemed fit by them.

e What will be therole of GSTN inregistration?
Ans.Theapplication forRegistrationwillbemadeOnline onGSTPortal.

Someofthekey datalike PAN,BusinessConstitution, Aadhaar, CIN/DIN etc. (as applicable) will
be validated by the GST Portal onlinewith therespectiveagencyi.e.CBDT, UID,MCAetc.,
therebyensuring minimum need for submission of documentation.

The applicationdata along withsupportingscanneddocuments shall be sent
by GSTN to statess Centre, which in turn shall sendthequery,ifany, or
approvalorrejectionintimation and digitally signedregistrationtoGSTNforeventual download by
the taxpayer.

e What is therole of InfosysinGSTN?
Ans. GSTNhasengagedM/SInfosysasasingleManaged ServiceProvider(MSP)
forthedesign,development and deployment ofGSTsystem,includingallapplication

software,toolsandInfrastructureand for operating&maintaining the system for a period of 5
years from the Go-Live date.

e WhatarethebasicfeaturesofGSTcommon portal?

Ans. TheGSTportal (www.gst.gov.in ) is accessibleoverinternet(by Taxpayers and
theirCAs/Tax Advocates etc.) and Intranet by Tax Officials etc. The portal is going to be one
single common portal for all GST related services e.g.—

i. Tax payer registration (New, surrender, cancelation, amendment etc.);

ii. Invoiceupload, auto-drafting of Purchase register of buyer, GST Returns filing on
stipulated dates for each type of return (GSTR [1,2,3,5, 9.etc];



iii. Taxpayment by creation of Challan and integrationwithagency Banks;
iv. ITCandCashLedger andLiabilityRegister;

v. MISreportingfortaxpayers,taxofficialsand other stakeholders;

vi. Bl/Analytics for Tax officials.

e What is theconceptof GST Eco-system?

Ans.A common GST system will provide linkage to all State/UT Commercial Tax departments,
Central Tax authorities, Taxpayers, Banks and other stakeholders. Theeco-
systemconsistsofallstakeholders startingfrom
taxpayertotaxprofessionaltotaxofficialstoGSTportalto

Bankstoaccountingauthorities. Thediagramgivenbelow depicts the whole GST eco-system.
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e What is GSP (GST Suvidha Provider)?

Ans. GST System will provide a GST portal for taxpayers to access the GST System and do all
the GST compliance activities. But there will be wide variety of tax payers (SME, Large
Enterprise, Micro Enterprise etc.) which may require different kind of facilities like converting
their purchase/sales register data in GST compliant format, Integration of their Accounting
Packages/ERP with GST System etc., various kind of dashboards to view Matched/Mismatched
ITC claims, Tax liability, Filing status etc. As invoice level filing is required, so large
organizations may require an automated way to interact with GST system as it may be



practically impossible for them to upload large number of invoices through a web portal. So an
eco- system is required, which can help such taxpayers in GST compliance.

As Tax payer convenience will be the key to success of GST regime, this eco-system will also
provide Tax payer options of using third party applications, which can provide different kind of
interfaces on desktop/mobile for them to be GST compliant.

All above reasons require an eco-system of third party service providers, who have access to
GST System and capability to develop such applications. These service providers have been
given a generic name, GST Suvidha Providers or GSP.

e What will be the role of GST Suvidha Providers (GSP)?

Ans. GSP will be developing applications having features like return filing, reconciliation of
purchase register data with auto populated data for acceptance/rejection/Modification,
dashboards for taxpayers for quick monitoring of GST compliance activities. they may also
provide role based access to divide various GST related activities like uploading invoice, filing
returns etc., among different set of users inside a company (medium or large companies will
need it), Applications for Tax Professional to manage their client’s GST compliance activities,
Integration of existing accounting packages/ERP with GST System, etc.

¢ Whatarethebenefitstotaxpayersinusingthe GSPs?

Ans. At the outset it is clarified that all required functions under GST can be performed by a
taxpayer at the GST portal. GSP is an additional channel being made available for performing
some of the functions and use of their services is optional. Some of the specific solution(s) which
could be offered by the GSPs to meet specific requirements of Taxpayers for GST compliance are
given below:

e Conversion of their current invoice format generated by their existing accounting
software, which could be in csv, pdf, excel, word format, into GST compliant format.

e Reconciliation of auto populated data from GST portal with their purchase register data,
where purchase register data can be on excel, csv or in any proprietary database and
uploaded data from GST format could be in json/csv.

e Organization having various branches will need a way to upload branch wise
invoices, as GST System will only provide one user-id/password for GST system
access. An application having role based access and different view for different
branches will be needed.

e A company registered in multiple States may require unified view of all branches in
one screen,

e GST professionals will need some specific applications to manage and undertake
GST compliance activities for their client Tax payers from one dashboard, etc.

Above are just a few illustrations. There will be many more requirements of different sets of Tax
payers. These requirements of taxpayers can be met by GSPs.



e What are the functions which a taxpayer will perform at the GST Common Portal
being developed and maintained by GSTN for the taxpayers?

Ans. GST Common Portal is envisaged as one-stop-shop for all requirements under
GST for the taxpayers. Illustrative list of functions that can beperformedby taxpayers
through GST Portal managed by GSTN are:

e Application forregistration as well as amendment in registration, cancellation of
registrationand profile management;

e Payment of taxes, includingpenalties, fines, interest, etc. (in terms of creation of Challan
as payment will take place at bank’s portal or inside a bank premises);
e Change of status of a taxpayer from normal to Compounding and vice-versa;

e Uploading of Invoice data & filing of various statutory returns/Annualstatements;

e Track status of return/tax ledger/cash ledger etc. using unique Application Reference Number
(ARN) generated on GST Portal.

e File application for refund etc.
e Status review of return/tax ledger/cash ledger

e WhatwillbetheroleoftaxofficersfromState andCentralGovtinrespect
oftheGSTsystembeing developedbyGSTN?

Ans.Theofficerswilluseinformation/ application submitted by taxpayer on GST Portal for
following statutory functions:

»  Approval/rejectionforenrollment/registration of taxpayers;

»  Tax administration (Assessment/ Audit /Refund / Appeal/ Investigation etc.);

Business Analytics, MIS and other statutory functions.

e WillIGSTNgenerateauniqueidentificationfor eachinvoicelineinGSTN system?

Ans.No,GSTNwill notgenerateanynewidentification. Thecombination
ofSupplier’sGSTIN,Invoicenoand Financial year will make each Invoice unique.

¢ Caninvoicedatabeuploadedondaytoday basis?

Ans.Yes,GSTPortalwillhavefunctionality for taxpayers touploadinvoice
dataonanytimebasis.Earlyupload of invoices by supplier taxpayer will help receiver taxpayer in
early reconciliation of data in Invoices as well as help supplier taxpayer in avoiding last
minute rush of uploading returns on the last day.



e WilIGSTNprovidetoolsforuploadinginvoice data onGST portal?

Ans.Yes,GSTNwillprovidespreadsheetliketools (such asMicrosoft
Excel),freeofcost,totaxpayersto enable them tocompile invoicedatainthesameandgenerate
files which can then be uploaded on GST portal. Thiswillbeanofflinetoolwhichcan be used
to input/capture invoice data without being online and then generate final files in
compatible format for uploading to GST portal.

e WilIGSTNbeprovidingmobilebasedAppsto viewledgers andother accounts?

Ans.TheGSTportalisbeingdesignedinsuchaway thatitcanbeseenonanysmart
phone.Thusledgerslike  cashledger,liabilityledger,ITCledgeretc.canbeseenon  amobilephone
using compatible browsers.

e  WillIGSTNprovideseparateuserDandpasswordforGST
Practitionertoenablethemtoworkonbehalf of theircustomers
(Taxpayers)withoutrequiringuser IDandpasswordoftaxpayers,ashappenstoday?

Ans.Yes, GSTN will be providing separate user ID and Password to GST Practitioner to enable
them to work on behalf of their clients without asking for their user ID and passwords. They
will be able to do all the work on behalf of taxpayers as allowed under GST Law.

e Will taxpayerbeabletochangethe GST Practitioneroncechosen in
abovementionedfacility?

Ans.Yes,ataxpayermaychooseadifferentGST Practitionerbysimplyunselecting the previous one
and then choosinga new GST Practitioner on the GST portal.

e WillexistingtaxpayersunderCentralExcise orServiceTaxorStateVAThave
toapplyforfresh registration under GST?

Ans.No, the existing taxpayers under taxes which are to be subsumed under GST and
whosePAN have been validated from CBDT database will not be required to apply afresh. They
will be issued provisional GSTIN by GST portal, which will be valid for six months. Such
taxpayers will be required to provide relevantdataasperGSTenrollment form online on GST
Portal.Oncompletion of data filingthe status of taxpayer will change to Migrated. On
appointed day the status of taxpayer will change to Active and he will be able to comply with
requirements of GST regime for payment of taxes, filing of returns etc., on GST Portal.

GSTN has issued Provisional IDs and passwords to all such taxpayers and the same has been
shared with tax authorities for conveying the same to the taxpayers. Enrolment of existing
taxpayers for GST started at GST portal on 8" November 2016 and by end of March 2017 a



large number of them have activated the Provisional ID and many have completed the
migration process. More details are available at https://www.gst.gov.in/help

e What material will be provided by GSTN, onvariousaspects
ofworkingonGST portal,forthebenefitoftaxpayers?

Ans.GSTNispreparingComputer BasedTraining materials (CBT’s) whichhavevideos embedded
into themforeach process to be performed on the GST portal. These will be put on the GST
portal as well as on the website of all tax authorities. Apart from CBT’s, Various User Manuals,
FAQ’s etc., will also be placed on GST Portal for education of the taxpayers. Apart from it, a
helpdesk has been set up for the taxpayers for logging of their tickets via mail
(helpdesk@gst.gov.in) or phone (0124-4688999). CBT, FAQ and User Manual for enrolment
process are available at https://www.gst.gov.in/help.

e Willthereturnandregistrationdatafurnished bythe taxpayersonthe
GSTCommonPortalwillremain Confidential?

Ans.Yes, all steps are being takenby GSTN toensure the confidentiality of personal and business
information furnishedbythetaxpayersonGSTCommonPortal.This willbedonebyensuring
RoleBasedAccessControl(RBAC) andencryptionofcriticaldataoftaxpayersbothduring
transitandinstorage.Onlytheauthorizedtaxauthorities will be able to see and read the data.

e Whatarethesecuritymeasuresbeingtaken byGSTN to ensuresecurity of theGST
system?

Ans.GSTSystemsprojecthasincorporated stateofart security framework for data and service
security. Besides highendfirewalls,intrusiondetection,dataencryption at rest as well as in
motion, complete audit trail, tamper proofing using consistent hashing algorithms, OS and host

hardeningetc.,GSTNisalso establishingaprimaryand
secondarySecurityOperationsCommand&Controlcenter, which will proactively monitor and
protect malicious attackinrealtime.GSTNisalsoensuringsecurecoding

practicesthroughcontinuousscanningofsourcecode & libraries being used in GST systemto
protect against commonlyknown and unknown threats.



24. TransitionalProvisions

e Will CENVAT credit (or VAT credit)carried forward in the last return prior to GST
under existing law be available as ITC under GST?

Ans.A registeredperson, other than a person opting to pay tax under composition scheme, shall
be entitled to take credit in his electronic credit ledger the amount of CENVAT (or VAT
credit)credit carried forward in the return of the last period before the appointed day, subject to
the conditions stated therein. (Section 140(1) of the CGST/SGST Act)

e What are those conditions?
Ans.The conditions are that: -
o the said amount of credit is admissible as input tax credit under this Act;
o the registered person has furnished all the returns required under the existing law

(i.e. Central Excise and VAT) for the period of six months immediately preceding

the appointed date;

o the said amount of credit does not relate to goods sold under notifications no.

...... and claiming refund of VAT paid thereon

Under SGST law there will be one more condition as given below: -
So much of the said credit as is attributable to any claim related to section
3, sub-section (3) of section 5, section 6, section 6A or sub-section (8) of section
8 of the Central Sales Tax Act, 1956 that is not substantiated in the manner, and
within the period, prescribed in rule 12 of the Central Sales Tax (Registration
and Turnover) Rules, 1957 shall not be eligible to be credited to the electronic
credit ledger:

However, an amount equivalent to the credit specified above shall be
refunded under the existing law when the said claims are substantiated in the
manner prescribed in rule 12 of the Central Sales Tax (Registration and
Turnover) Rules, 1957.

e A registered person, say, purchases capital goods under the existing law (Central
Excise) in the June quarter of 2017-18. Though the invoice has been received within
30™ June but the capital goods are received on 5th July, 2017 (i.e. in GST regime). Will
such a person get full credit of CENVAT in GST regime?

Ans. Yes, he will be entitled to credit in 2017-18 provided such a credit was admissible as
CENVAT credit in the existing law and is also admissible as credit in CGST - section 140(2) of
the CGST Act.

e VAT credit was not available on items "X" & "Y' as capital goods in the existing law
(Central Excise). Since they are covered in GST, can the registered taxable person
claim it now?



Ans.He will be entitled to credit only when ITC on such goods are admissible under the existing
law and is also admissible in GST. Since credit is not available under the existing law on such
goods, the said person cannot claim it in GST — proviso to section 140(2) of the SGST Act.

e Assuming the registered person has wrongly enjoyed the credit (Refer to Q4) under the
existing law, will the recovery be done under the GST Law or the existing law?

Ans. The recovery relating to ITC wrongfully enjoyed,unless recovered under the existing law,
will be recovered as arrears of tax under GST.

e Give two examples of registered taxablepersons who are not liable to be registered
underthe existing law (Central Excise / VAT) but are required to be registeredunder
GST?

Ans. A manufacturer having a turnover of say Rs 60 lakh who is enjoying SSI exemption under
the existing law will have to be registered under GST as the said turnover exceeds the basic
threshold of Rs 20 lakh - section 22.

A trader having turnover below the threshold under VAT but, making sales through e-commerce
operator will be required to be registered in GST. There will be no threshold for such person(s)
— section 24.

e Will ITC be allowed to a service provider on VAT paid inputs held as stock on the
appointed day?

Ans. Yes, he will be entitled to input tax credit on inputs held in stock in accordance with the
provisions of section 140(3).

e A registered person has excess ITC of Rs 10, 000/- in his last VAT return for the period
immediately preceding the appointed day. Under GST he opts for composition scheme.
Can he carry forward the aforesaid excess ITC to GST?

Ans. The registered person will not be able to carry forward the excess ITC of VAT to GST if he
opts for composition scheme — Section 140(1).

e Sales return under CST (i.e. Central Sales Tax Act) is allowable as deduction from the
turnover within six months? If, say, goods are returned in GST regime by a buyer
within six months from appointed day, will it become taxable in GST?

Ans.Where tax has been paid under the existing law [CST, in this case] on any goods at the time
of sale, not being earlier than six months prior to the appointed day, and such goods are
returned by the buyer after the appointed day, the sales return will be considered as a supply of
the said buyer in GST and tax has to be paid on such supply, if, —

) the goods are taxable under the GST Law; and



. the buyer is registered under the GST Law.

However, the seller is entitled to refund of such tax [CST, in this case] paid under the
existing law if the aforesaid buyer is an unregistered person under GST and the goods are
returned within 06(six) months (or within the extended period of maximum two months) from the
appointed day and the goods are identifiable - Section 142(1).

e Shall a manufacturer or a job worker become liable to pay tax if the inputs or semi-
finished goods sent for job work under the existing law are returned after completion of
job work after the appointed day?

Ans.No tax will be payable by the manufacturer or the job worker under the following
circumstances: —

e Inputs/ semi-finished goods are sent to the job worker in accordance with the
provisions of the existing law before the appointed day.

e The job worker returns the same within six months from the appointed day (or within
the extended period of maximum two months).

e Both the manufacturer and the job worker declare the details of inputs held in stock
by the job worker on the appointed day in the prescribed form.
The relevant sections are 141(1), 141(2) & 141 (4).

However, if the said inputs/semi- finished goods are not returned within six months (or
within the extended period of maximum two months), the input tax credit availed is liable to be
recovered.

e What happens if the job worker does not return the goods within the specified time?

Ans. Tax will be payable by the job worker on the said goods if they are not returned to the place
of business of the manufacturer within six months (or within the extended period of maximum
two months) from the appointed day — Section 141(1), 141(2)

e Can a manufacturer transfer have finished goods sent for testing purpose to the
premises of any other taxable person?

Ans. Yes, a manufacturer can transfer finished goods sent for testing purpose to the premise of
any other registered person on payment of tax in India or without payment of tax for exports
within six months (or within the extended period of maximum two months)— section 141(3)



e If finished goods removed from a factory for carrying out certain processes under
existing law are returned on or after the appointed day, whether GST would be
payable?

Ans. No tax under GST will be payable if finished goods removed from factory prior to the
appointed day to any other premise for carrying out certain processes are returned to the said
factory after undergoing tests or any other process within six months (or within the extended
period of maximum two months) from the appointed day - section 141(3).

e When tax shall become payable in GST on manufactured goods sent to a Job
worker for carrying out tests or any other process not amounting to manufacture
under the existing law?

Ans. Tax will be payable in GST on manufactured goods sent to a job worker prior to the
appointed day for carrying out tests or any process not amounting to manufacture under the
existing law if such goods are not returned to the manufacturer within six months (or within the
extended period of maximum two months) from the appointed day. Further, the input tax credit
enjoyed by the manufacturer will liable to be recovered if the aforesaid goods are not returned
within six months from the appointed day. — Section 141(3)

e Is extension of two months as discussed in section 141 automatic?

Ans. No, it is not automatic. It may be extended by theCommissioner on sufficient cause being
shown.

e What is the time limit for issue of debit/credit note(s) for revision of prices?

Ans. The taxable person may issue the debit/credit note(s) or a supplementary invoice within
30 days of the price revision.

In case where the price is revised downwards the taxable person will be allowed to reduce his

tax liability only if the recipient of the invoice or credit note has reduced his ITC corresponding
to such reduction of tax liability—section 142(2).

e What will be the fate of pending refund of tax/interest under the existing law?

Ans. The pending refund claims will be disposed of in accordance with the provisions of the
existing law — section 142(3).

e What will be fate of any appeal or revision relating to a claim of CENVAT/ITC on VAT
which is pending under the existing law? If say, it relates to output liability then?



Ans.Every proceeding of appeal, revision, review or reference relating to a claim for
CENVAT/input tax credit or any output tax liability initiated whether before, on or after the
appointed day, will be disposed of in accordance with the existing law and any amount of credit of
CENVAT/ input tax credit or output tax found admissible for refund will have to be refunded in
accordance with the existing law. However, any amount which becomes recoverable will have to be
recovered as arrears of tax under the GST Law---Section 142(6)/142(7).

e If the appellate or revisional order goes in favour of the assessee, whether refund will
be made in GST? What will happen if the decision goes against the assessee?

Ans.The refund will be made in accordance with the provisions of the existinglaw only. In case any
recovery is to be made then, unless recovered under existing law, it will be recoveredas an
arrear of tax under GST - sections 142(6) & 142(7)

e How shall the refund arising from revision of return(s) furnished under the existing law
be dealt in GST?

Ans. Any amount found to be refundable as a consequence of revision of any return under the
existing law after the appointed day will be refunded in cash in accordance with the provisions
of the existing law — section 142(9)(b).

e If any goods or services are supplied in GST, in pursuance of contract entered under
existing law, which tax will be payable?

Ans. GST will be payable on such supplies— section 142(10) of the CGST Act.

e Tax on a particular supply of goods/services isleviableunder the existing law.
Will GST be also payable if the actual supply is made in GST regime?

Ans. No tax will be payable on such supply of goods/services under GST to the extent the tax is
leviable under the existing law — section 142(11).

e In pursuance of any assessment or adjudication proceedings instituted, after the
appointed day, under the existing law, an amount of tax, interest, fine or penalty
becomes refundable. Shall such amount be refundable under the GST law?

Ans. No refund of such amount will be made in cash under the existing law — section 142(8)(b)
of the CGST Act.

e If services are received by ISD under the earlier law, can the ITC relating to it be
distributed in GST regime?



Ans.Yes, irrespective of whether the invoice(s) relating to such services is received on or after
the appointed day — section 140(7) of the CGST Act.

e Where any goodsare sold on which tax was required to be deducted at source under
State VAT law and an invoice was also issued before the appointed day, shall deduction
of tax at source shall be made under this Act if the payment is made after the
appointed day?

Ans. No, in such case no deduction of tax at source shall be made under GST.

e (Goods were sent on approval not earlier than six months before the appointed day but
are returned to the seller after 6 months from the appointed day, will tax be payable
under GST?

Ans.Yes, if such goods are liable to tax under GST and the person who has rejected or has not
approved the goods, returns it after 6 months (or within the extended period of maximum two
months) from the appointed day. In that case tax shall also be payable by the person who has
sent the goods on approval basis- section 142(12).
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