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Key terms in GST Input Tax Credit (“ITC”) | * i

.
¥
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Relevant Provisions - Definitions

(CGSTAct2017) | = particulars | Section (IGST Act, 2017)
Sec 2(19) Meaning of term ‘Capital goods’ Sec 2(24)
Sec 2(59) Meaning of term ‘Input’ Sec 2(24)
Sec 2(60) Meaning of term ‘Input service’ Sec 2(24)
Sec 2(61) Meaning of term ‘Input Service Distributor’ Sec 2(24)
Sec 2(62) Meaning of term ‘Input tax’ Sec 2(24)
Sec 2(63) Meaning of term ‘Input tax credit’ Sec 2(24)

 Sec | Provision (IGST Act, 2017)

2 words and expressions used and not defined in this Act but defined in the Central Goods and Services
(24) Tax Act, the Union Territory Goods and Services Tax Act and the Goods and Services Tax (Compensation

to States) Act shall have the same meaning as assigned to them in those Acts; 4



Provision (CGST Act, 2017) | Includes: vr/
v" IGST paid on import of | |

(63)

(62)

Definition of terms input tax credit and input tax

Definition of terms input tax credit and input tax goods 1
l v" Tax paid under RCM i

“input tax credit” means credit of ‘input tax’

“input tax” in relation to a registered person, means the central tax, s » x

State tax, integrated tax or Union territory tax charged on any | Exclut.ies: ‘

supply of goods or services or both made to him and includes — ‘ v Tax paid under 2

a) the integrated goods and services tax charged on import of | ~ Compositionscheme |
goods;

b) the tax payable under the provisions of sub-sections (3) and (4) of
section 9; -

c) the tax payable under the provisions of sub-sections (3) anc & Deals with tax paid
section 5 of the Integrated Goods and Services Tax Act; — under RCM

d) the tax payable under the provisions of sub-sections (3) and (4) of
section 9 of the respective State Goods and Services Tax Act; or

e) the tax payable under the provisions of sub-sections (3) and (4) of
section 7 of the Union Territory Goods and Services Tax Act

but does not include the tax V\Pald under the composition levy;
tch full GST video @ YouTube channel GST Free Class 5



Definition of term ‘Input’

Sec | Provision (CGST Act, 2017) :

Definition of term ‘Input’

2 “input” means any goods other than capital goods used or intended to be used by a supplier in the
(59) course or furtherance of business;

Input — Wide definition

———

—

< Subject to the Negative list .provided e
: ~in Section 17(5) of CGST Act, 20370

Watch full G-éT-Mrube channel GST Free Class




Definition of term ‘Input service’

Definition of term ‘Input service’

2 “input service” means any service used or intended to be used by a supplier in the course or
(60) furtherance of business;

) — Any Service
o | | | ~
2 s
4 S N Used or intended to be used
(5] | | |
3 - By Supplier |
- O |
- e ' S—
£ — In the course or furtherance of bi'siness
: 4

Subject to Negative list provided
Pre-GST Regime Vs. GST = Concept of B> in Section 17(5) of CGST Act,
‘Business’ re-introduced — 2017




Definition of term ‘Capital goods’

m ; | Provision (CGST Act, 2017)

Definition of term ‘Capital goods’

2 “capital goods” means goods, the value of which is capitalized in the books of accounts of the

(19) person claiming the input tax credit and which are used or intended to be used in the course or
furtherance of business;

— Value of which is capitalized in BOA

Of the person claiming ITC

definition

- Used or intended to be used

Capital goods - Wide

M In the course or furtherance of business

Watch full GST video @ YouTube channel GST Free Class 8
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Availability of credit — Pre-GST Indirect Tax Regime

Type of duty/tax  Excise Duty  Service VAT CVD [Sec 3(1) of CTA]/ CST
' on Inputs Tax on oninputs SAD [3(5) of CTA] ~ on Inputs
and Capital Input and on Inputs and Capital and Capital
' goods Services Capital Goods Goods
Nature of taxable | Goods [CTA — Customs Tariff Act,
person 1975]

v’ v | v v’ X

Manufactrer

X X v’ X v X

CVvD SAD (Refund)

o DR T, 0 - TR

Watch full GST video|@ YouTube channel 651{ Free Class 10
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Adjustment of credit — Pre-GST Indirect Tax Regime

| Excise Duty — Qutput

Excise Duty =

Service Tax— Output

Sarviee Tax I_<:-————> Excise Duty — Output

~>{ Service Tax— Output

e Las 3 Excise Duty — Output
— | =~ Service Tax— Output
SAD | f — —»| Excise Duty — Output

CST — Output

Watch full GST video @ YouTube channel GST Free Class 11




Relevant Provisions — CGST Act, 2017

Chapter V: Input Tax Credit

Section 16 Eligibility and conditionsfor taking ITC

Section 17 Apportionment of credit and blocked credits

Section 18 Availability of credit in special circumstances

Section 19 Taking ITC in respect of inputs & capital goods sent for job —work
Section 20 Manner of distribution of credit by input Service Distributor
Section 21 Manner of recovery of credit distributed in excess

Applicable to IGST vide Section 20 under Chapter IX (Miscellaneous) of the IGST Act, 2017
Applicable to UTGST vide Section 21 under Chapter IX (Miscellaneous) of the UTGST Act, 2017

Akin to CGST Act, 2017, similar provisions are contained under SGST Acts of respective States

Watch full GST video @ YouTube channel GST Free Class 12



Relevant Provisions — Chapter V of the CGST Rules, 2017

Rule 36

Rule 37

Rule 38

Rule 39

Rule 40

Rule 41

Rule 42

Rule 43

Rule 44

Documentary requirements and conditions for claiming input tax credit

Reversal of input tax credit in case of non-payment of consideration

Claim of credit by a banking company or a financial institution

Procedure for distribution of input tax credit by Input Service Distributor
Manner of claimingcredit in special circumstances

Transfer of credit on sale, merger, amalgamation, lease or transfer of a business

Manner of determination of input tax credit in respect of inputs or input
services and reversal thereof

Manner of determination of input tax credit in respect of capital goods and
reversal thereof in certain cases

Manner of reversal of credit under special circumstances

Watch full GST video @ YouTube channel GST Free Class 13



Eligible person & Manner of availing ITC

o4 A <

- Every registered person

- Subject to such conditions
and restrictions as may be
prescribed; and

- Within the time and
manner specified in Sec 49

- /

Entitled to take ITC
admissibleto him

Watch full GST video @ YouTube channel GST Free Class

4 A

Said amount to be
credited to the
electronic credit ledger
of such person

- -

14



Manner of utilization of IGST credit — Sec 49(5)(a) of CGST Act, 2017

*
“y

) sesT/uTesT

Watch full GST video @ YouTube channel GST Free Class

IGST Credit
cannot be
utilised for
payment of

(i) Interest
(ii) Penalty
(iii) Fees

15



Manner of utilization of CGST credit — Sec 49(5)(b) of CGST Act, 2017

Payment of
CGST

| CGST Credit
e | cannot be
| utilised for

CGST Credit | Payment of | payment of
IGST |

(i) Interest
(ii) Penalty
(iii) Fees

Payment of
SGST/UTGST

“{Sec49(s)(e) of CGSTAct, 2017 |

——————————————

Watch full GST video @ YouTube channel GST Free Class 16



Manner of utilization of SGST credit — Sec 49(5)(c) of CGST Act, 2017

Payment of
SGST

SGST Credit

r | T — cannot be

§ =) | L | utilised for
SGST Credit == payment of

(i) Interest
(ii) Penalty
(iii) Fees

| Sec 49(5)(f) of CGST Act, 2017

Watch full GST video @ YouTube channel GST Free Class 17



Manner of utilization of UTGST credit — Sec 49(5)(d) of CGST Act, 2017

. ‘Payment of
UTGST

UTGST
Credit
cannot be
utilised for
payment of

(i) Interest
(ii) Penalty
(iii) Fees

Payment of
CGST

Sec 49(5)(f) of CGST Act, 2017

’
Watch full GST video @ YouTube channel GST Free Class 18
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Essential conditions to avail GST ITC

Claim of ITC on
Prgvisional basis

(c) Subject to provisions
of section 41, the tax

charged in respect of
such supply has been

actually paid to the
Government, either in
cash or through
utilization of input tax
credit admissible in
respect of the said
supply; and

(a) he is in possession
of a tax invoice or

debit note issued by a
supplier registered

under this Act, or such
other tax paying
document as may be
prescribed;

»/GST  payable on
| advance but

| corresponding  ITC ,;;.:ITC dependent upon payment of tax by
/| not available to supplier > Concept of ITC Matching & Mis-
recipient till receipt
of goods or services

Match full cCT \idon

matching

Tube channel GST Free Class 20




Deemed receipt of goods by taxable person — Bill to Ship to

Explanation to Sec 16 {2){b) ‘ bessuny  ForBill to Ship to model PR

K 4 r':.“ '
ro
Manufac?urer/ er placed
Supplier by Cusp
On-,erA

. It shall be deemed that customer A has received the goods

- When goods are delivered by supplier to recipienti.e.
customer B

A

T/f of document or title of
goods before or during
the movement of goods

- &
CustomerA

Watch full GST video @ YouTube channel GST Free Class 21



ITC when goods against an invoice are received in lots

Goods against an invoice are | ITC shall be Upon receipt of the last lot
received in lots or instalments __ available : or instalment

Contract to supply 500 units on 20.06.2018

—— , -
Manufacturer v Customer
300 units vsUppIied &tax ' Balance 200 units ;
invoice raised for 500 units | supplied on f
on 29.06.2018 02.07.2018 \
July

Watch full GST video @ YouTube channel GST Free Class 22



Invoices (Goods + Services) to be paid within 180 days

R ST R TR Rule 37(1)&(2) = In GSTR-2 for th th
e 2" proviso to section 16(2) read R B il (1)&(2) ol P
y , immediately following 180 days from issue of
- withRule37 PR
R s invoice T

GST 18 o X X ~ 9
ITC Admissible No No No Yes Yes—> upto
Rs9

- 3" Proviso to Sec 16(2) = Credit of ITC (without interest) can be re-claimed on payment being made (Value + Tax)
-2 Proviso to Rule 37(1) = Reversal of ITC not applicable in case of supply made without consideration

-2 Rule 37(4) = Time limit for availing ITC not applicable in case of re-claim of ITC reversed earlier

* NN 13/2017-Central Tax dated 28.06.2017 (w.eufithkMEs2QiZ) presatihingnretesof-bateraest under Sec 50(1) 23



No ITC when depreciation claimed on tax component of cost of CG

Sec16(3)

i

if Depreciation Cost of machinery: Rs. 10,00,000/- O epreciation
charged on Rs. GST @ 18%*: Rs. 1,80,000/- charged on Rs.
10,00,000/- Total value of machinery: Rs. 11,80,000/- 11,80,000/- (i.e. incl
*assumed rate of GST  tax component) w
" [TC available personcan notenjoy ( R e ]
[ g __ double benefitunder ) . e notaviiable.

two different statutes "

L ——

Watch full GST video @ YouTube channel GST Free Class 24



Time period to avail GST ITC

e - ' Invoice | ' Debit Note |
> ﬁ\\\(\% \ Wittt isinaiisiision sl |
pue (ei\““ ‘omoﬂx‘(\ | G - -4 s A .Du\e g 3
R TN, ) ' Time limit to avail GST ITC: Earliest of ( ’/lng of e of
ote™ woctt o\ | e— - Ap
v 570 axWh ] the following A ety My,
we C\a\((\z\ ' AR R GRS AN i o i st s el 2 | ec fo// $3,1$t
\xO i S€ Ow;
) i I e/)d 0 ny f)g

- Due date of furnishing return for | i
. the September month following |
| the end of FY

Watch full GST video @ YouTube channel GST Free Class 25
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Furnishing Annual Return for
FY




Eg: Time period to avail GST ITC

Opinion provided on 10.02.2018

Invoice raised on 09.03.2018

PSRRI A B R T

Chartered Accountant l Customer

should be

 availedby

Monghiy return Annual return | 20.10.2018
_ for Sep month iy {
| ¥
‘L' P Sep
Rule 4 of CCR, 2004 Vs. GST

Time period of one year further curtailed for last few
months. However, time period for initial months of the

W FY extended beyond 1 year

Watch full GST video @ YouTube channel GST Free Class 26







ITC available only to the extent of business use

Watch full GST video @ YouTube channel GST Free Class 28



ITC available only to extent of taxable supplies + zero-rated supplies

v

e X
Value shall be determined in accordance to

Rule 42 (inputs & input services) & Rule 43
(capital goods)

Zero — rated supplles [Sec 16 of the 1GST Act, |
' 2017] includes: | Exempt supply shall include [Sec 17(3)]:
i

(a) Supplies under RCM
| (b) Transactionin securities
| v' Goods/service supplied to SEZ units / | (c) Sale of land and;

developer of SEZ | sof ‘buﬂdlng subject to Para 5(b) of

v Exports of goods/service

Watch full GST video @ YouTube chan =



CCon CGin Pre-GST regime Vs. ITC on CG in GST

.‘ Rule 6(4) of CCR, 2004 Vs. Sec
Y 17(2) of the CGST Act, 2017

/| ITC on CG also restricted to the
extent used for taxable
supplies including zero-rated
supplies

Sy s
Proportionate reversal of common
ITC in respect of CG required— New
concept as compared to Pre-GST
regime

Capital Goods

Watch full GST video @ YouTube channel GST Free Class



Optional 50% ITC t'o» Banking éompanies/FI including NBFC

Section 17(4) read with Rule 38 of CGST Rules, 2017

i . . H

: f OPTION 2: Can avail every month

| R Al :
OPTION 1: Can C ik Option once exercised ar-' ?mount equal to 50% of the
Al e | can’t be withdrawn eligible ITC on

| provision of Sec 17(2) of CGST during remaining part of “|a) Inputs |
| Act, 2017 i EPRHE b) CapitalGoods
| i ’ c) In ces

—> Restriction of 50% credit shall not apply to tax paid on supplies made by one registered person '
to another registered person havingthe same PAN.
-> Procedure contained in Rule 38

dnamed i - it o R—— - - e e e~ e —— S e S —

Watch full GST video @ YouTube channel GST Free Class 31
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Motor Vehicles & Other conveyances - Sec 17(5)(a)

(i) for making the following taxable supblies, namely ‘
T I —— ’ ““{...‘.-f-"-“"_“ ¢ i sy R T W & S W "—T"':;:%w\
\"l’ﬂ
| a
i g
(A) further supply of (C) imparting training :

LI LA (UL | (i) for transportation |
navigating such vehicles IIEIR-CL0S
or conveyances; i

such vehicles or
conveyances; or

Watch full GST video @ Youl#Be channel GST Free Class



Case Studies: Motor Vehicles & Other conveyances — Sec 17(5)(a)

Car sold ¢

ek '.& - ‘ M E‘,::_ 2iae
Maruti Dealer

e+ st e At e S < ¥,

P
3

® T ke Transportation
Car Manufacturer Cab operators/ Passengers

Transport Agencies
n‘c SR

Watch full GST video @ YouTube channel GST Free Class 34




Case Studies: Motor Vehicles & Other conveyances — Sec 17(5)(a)

" .
i -

B e

' Bus for pick &
drop service

Employees

[ T i e e —

N
»
—se g

Transportationv
of goods

| S —— o ——L ot

Truck Manufacturer Company

Imc

Watch full GST video @ YouTube channel GST Free Class 35

Customer




Case Studies: Motor Vehicles & Other conveyances - Sec 17(5)(a)

Training “

Car Manufacturer Driving School

| ncJ

Watch full GST video @ YouTube channel GST Free Class 36

Trainee




Outdoor catering, Rent-a-cab etc. — Sec 17(5)(b)

G  |(ii) Membershipof | (iii) (iv) Travel benefits
extended to employees on

‘ vacation such as leave or
- Outdoor catering - Health - Life insurance home travel concession

- Health insurance |
\] | | Not allowD

Except where: —

(a) the Government notifies the services which are
' obligatory for an employer to provide to its
employees under any law for the time being in force;
or

- Food and beverages - Club - Rent-a-cab

- Beauty treatment - Fitness centre

- Health services

- Cosmetic and Plastic
surgery

T R T f-'i‘. F s I AR X T e s T
AWl A e L I A e T

Not allowed

A—

Except where such inward supply of a
goods or services or both of a particular
category is used by a registered taxable
person for making an outward taxable
supply of the same category of goods
or services or both or as an element of
a taxable composite or mixed supply

T—

(b) such inward supply of goods/ services of a particular
category is used for making an outward taxable
supply of the same category of goods/services or as
a part of a taxable composite or mixed supply

Whatch full GST videp @ YouTube channel GST Free Class ¥y




Works contract services - Sec 17(5)(c)

/

(c) Work contract services

7

immovable property (other than plant

~

When supplied for construction of an

and machinery)

=

(

-\
Except where it is an input service for

further supply of works contract

| service

o

Constructlon of shedi m
factory for storlng m/f cars

Customer

Watch full GST video @ YouTube channel GST Free Class

Manufactux
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Goods/Services for construction of immovable property — Sec 17(5)(d)

(d) Goods or services or both received by a taxable person

/

For construction of an immovable property (other
than plant or machinery) on his own account,

\

Including when such goods or services or both are
used in the course or furtherance of business

KL._LL

Watch full GST video @ YouTube channel GST Free Class
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Eg: Goods/Services for construction of immovable property on own a/c

Construction of shed in
factory for storing m/f cars |

Purchased cement

————————————
\l
3

—y

-

Con'@«(“ | Cement M/f

Contractor
| o |
_____________________________ 1 WC ~ Only
Construction of shed in ' Services purchscdd cement Services
| |

|
|
factory for storingm/f cars |

e o e e . S 7 S . 2

Customer Car Manufacturer

Customer Car Manufacturer

Watch full GST video @ YouTube channel GST Free Class 40



Meaning of term ‘Construction’

-;‘v 4
e S g Sk

Meaning of term ‘Construction’

17 Explanation: For the purpose of clauses (c) and (d), the expression “construction” includes re-
(5)(d) construction, renovation, additions or alterations or repairs, to the extent of capitalization, to the
said immovable property.

ITC on WC services used in relation to modernisation, renovation or repairs of a factory, premises of provider of
output service or an office relating to such factory or premises

&
“‘2' Pre-GST regime —> ITC available

GST = ITC not available (If
capitalized)

Watch full GST video @ YouTube channel GST Free Class 41



Meaning of term ‘Plant and Machinery’

_ Provision (CGST Act, 2017)
Meaning of term ‘Plant and Machinery’

17 Explanation: For the purposes of this Chapter and Chapter VI, the expression “plant and machinery”
means apparatus, equipment, and machinery fixed to earth by foundation or structural support that
are used for making outward supply of goods or services or both and includes such foundation and
structural supports but excludes—

(i) land, building or any other civil structures;
(ii) telecommunication towers; and
(iii) pipelines laid outside the factory premises

Rule 2 of CCR, 2004 Vs. GST Law

Goods/Services used for laying of foundation or making of structures for support of capital goods — Excluded
from purview of ‘Inputs’ [Rule 2(k)] and ‘Input services’ [Rule 2(1)] under CCR, 2004

= .
w— But ITC available in GST

Watch full GST video @ YouTube channel GST Free Class 42




Other items of Negative list of GST ITC

(e) goods or services or both on which tax has been paid under section 10; Composntnonlew

(f) goods or services or both received by a non-resident taxable person except on goods imported by him;

(g) goods or services or both used for personal consumption;

(h) goods lost, stolen, destroyed, written off or disposed of by way of gift or free samples; and

Rule 3(5B) of CCR, 2004 Vs. GST Law

S

Rule 3(5B) of CCR, 2004 - If the value of any input, or capital goods before being put to use, on which CC
has been taken is written off fully or partially or where any provision to write off fully or partially has been
made in the books of account then, the manufacturer or service provider, as the case may be, shall pay an
amount equivalentto the CC taken in respect of the said input or capital goods.

N
< >

GST - NO Dispute of provisional entry of writing off in BOA

Watch full GST video @ YouTube channel GST Free Class
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Other items of Negative list of GST ITC

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

P

Sec 74: Determination of tax not paid or short paid or erroneously refunded or
input tax credit wrongly availed or utilized by reason of fraud or any willful
misstatement or suppression of facts

\

\_ ~

Y

Sec 129: Detention, Seizure and release of goods and conveyance in transit

r

Sec 130: Confiscation of goods or conveyance and levy of penalty

s

Watch full GST video @ YouTube channel GST Free Class
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Registration obtained in 30 days

_ Eligible person

Inputsin InputsinSFG Inputsin FG Capital Input
stock in stock in stock Goods Services

Sec 18(1)(a) read with Rule 40(1) of CGST Rules

A person who has
applied for
registration under
this Act within thirty
days from the date
on which he becomes

on the day
_ immediately
| preceding the date
‘) ‘) from which he
& ® becomes liable to

pay tax under the

liable to registration provisions of this Act
and has been granted SR SR T ey RO A L
such registration | Rule 40(1): To claim ITC, registered person has to file a declaration on common portal in Form

' GST ITC-01 within 30 days of becoming eligible to claim ITC:
; | ¥ Furnish details of stock — Inputs, Inputs in SFG/FG

Credit lapse when
registration not
taken within 30

days

v To be certified by CA or ICWA, where, Aggregate value of claim > Rs. 2 Lakhs

A —— i —— e — —— e {11 .

Sec 18(2) =2 A registered person shall not be entitled to take input tax credit under sub-
section (1), in respect of any supply of goods or services or both to him after the expiry of

one year from th&¥ateé 6f isSi& oF Ttk Tr0Ticereratlg to such supply. 45




Voluntary Registration in GST

Inputsin InputsinSFG Inputsin FG Capital Input
stock in stock in stock Goods Services

Sec 18(1)(b) read with Rule 40(1) =2

A person, who takes on the day

Voluntary « J J ‘) ‘) immediately

Registration ' ’ preceding the date
@& ©

of grant of
registration

Sec 18(2) = ITC shall not be available after the expiry of one year from the date of issue of tax
“invoice relatingto such supply.

Rule 40(1) of ITC Rules: To claim ITC, registered person has to file a declaration on common portal in
Form GST ITC-01 within 30 days of becoming eligible to claim ITC:

v" Furnish details of stock — Inputs, Inputs in SFG/FG

v To be cert|f|ed by CA or ICWA, where, Aggregate value of claim > Rs. 2 Lakhs

Watch full GST video @ YouTube channel GST Free Class 47



From Composition Dealer = to = Normal Taxable Person

Eligible person

Section 18(1)(c) Inputs in Inputs in Inputsin FG  Capital Input
read with Rule 40(1) stock SFG in stock in stock Goods Services
Where any on the day
registered person immediately

ceases to pay tax ‘) preceding the
under Composition _ date from which
| e

scheme he becomes liable
to pay tax under
section 9

Sec 18(2) 2 No Credit shall be available after the expiry of | Rule 40(1)(a) = ITC shall be reduced by

one year from the date of issue of tax invoice relating to such | | 59 per quarter of year or part thereof

su PP|V from the date of invoice/other document

Rule 40(1) of ITC Rules To clalm |TC reglstered person has to flle a declaratlon on common portal in Form
GST ITC-01 within 30 days of becoming eligible to claim ITC:
v" Furnish details of stock — Inputs, Inputs in SFG/FG, CG
v" To be certified by CA or ICWA, where, Aggregate value of claim > Rs. 2 Lakhs
‘ v" Details to be verified with corresponding details of supplierin GSTR-1/GSTR-4



From Exempt Supply = to = Taxable Supply

Eligible person ITC on Ason

Sec 18(1)(d) read Inputsin InputsinSFG Inputsin FG Capital Goods Input

with Rule 40(1) stock in stock in stock Services

Where an exempt on the day
supply of goods or immediately
services or both by a « « J {/ ‘) preceding the date
registered person Exclusively from which such
becomes a taxable cisetl for bich supply becomes
supply taxable

exempt T S

supply

Sec 18(2) > No Credit shall be available after the expiry of one year from the date of issue of tax invoice relating
to such supply

Rule 40(1) of ITC Rules: To claim ITC, registered person has to file a declaration on common portal in Form GST
ITC-01 within 30 days of becoming eligible to claim ITC:

v’ Furnish details of stock — Inputs, Inputs in SFG/FG, CG

v To be certified by CA or ICWA, where, Aggregate value of claim > Rs. 2 Lakhs

v’ Details to be verified with corresponding details of supplierin GSTR-1/GSTR-4



Change in constitution of registered taxable person — sale, merger etc.

Sec 18(3) read with Rule41l Inputsin Inputsin InputsinFG Capital Input
of CGST Rules stock SFG in in stock Goods Services
stock
Where there is a change in ITC remaining

the constitution due to 2 unutilized in E-
sale, merger, demerger, J J J J J credit ledger
amalgamation, lease or ‘ |

transfer of the business with

the specific provision for | person shall be allowed to transfer the ITC that remains unutilized in his
transfer of liabilities electronic credit ledger to such sold, merged, demerged, amalgamated, leased
-—t or transferred business g
| Rule41 | ‘ “ I ,.
L —————
Upon acceptance,
the unutilized credit

: shall be mdhd 20 .
AR

Watch full GST video @ YouTube channel GST Free Class 50



From Normal Taxable Person = to = Composition Dealer/ Exempt supplies

Credit of input tax in respect of:

(a) Input held in stock

(b) Inputs contained in semi
finished in stock

(c) Inputs contamed in ﬁmshed

ITC involved in remaining
useful life in months shall
be computed on pro-rata
basis, taking useful life as
5 years

On the day immediately
precedmg the date of exercising

Watch full GST video @ YouTube channel GST Free Class 51
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ITC reversal on supply of CG and P&M

~ Provision (CGST Act, 2017)
ITC reversal on supply of CG and P&M

(6) 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 such percentage points as may be prescribed or
the tax on the transaction value of such capital goods or plant and machinery determined under
section 15, whichever is higher:

PROVIDED that where refractory bricks, moulds and dies, jigs and fixtures are supplied as scrap,

the taxable person may pay tax on the transaction value of such goods determined under section
15.

e

| When CG other than refractory brlcks, moulds and

Cr iy o |
[ 'sm;:::\;,;:véscl;?;:o’:u'e BUT dies, jigs and fixtures are supplied as scrap — TV not
apphcable”

Rule 40(2) - ITC shall be reduced on said goods at the rate of 5
percentage points for every quarter or part thereof from the date of

issue of invoice for such goods
Watch full GoT video @ YouTube channel GoT Free Clace

52



Manner of distrirbntion of credit by Input
Service Distributor (“ISD”)




Meaning of ISD

m Provision (CGST Act, 2017)

(61)

Meaning of ISD

“Input Service Distributor” means an office of the supplier of goods or services or both which receives
tax invoices issued under section 31 towards the receipt of input services and issues a prescribed
document for the purposes of distributing the credit of central tax, State tax, integrated tax or

Union territory tax paid on the said services to a supplier of taxable goods or services or both having

the same Permanent Account Number as that of the said office;

. ; v i1 s
| SRl -

'*j ' Receiving Invoicesfor |
. common input services

L Register asISD >
- R Distribute credit to UP &
B —— Haryana factories
DeIth ]

Corporate Officei'“

Watch full GST video @ YouTube channel GST Free Class
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Factory A

Haryana

Factory B
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Essential conditions for distribution of credit by ISD

Sec 20(2) = The Input Service Distributor may distribute the credit subject to the following conditions, namely:

(b) Amount of credit distributed shall not exceed the amount of credit available for distribution;

() ITC attributable to a ..recipi'ént -> Distributed only to that r'é"cipien,t

, (d) ITC attributable to more than one recipient = Distributed only amongst such recipient(s) > pro rata*

(e) ITC attributable to all recipients 2 Distributed amongst such recipients - prorata *

* on the basis of the turnover in a State/UT of such recipient, during the relevant period, to the aggregate of
the turnover of all such recipients/ all recipients and which are operational in the current year, during the said

relevant period

Watch full GST video @ YouTube channel GST Free Class 55



Other Conditions under Rule 39

ITC avanlablefor dlstrlbutlon in a month should be distributed in the same month and details thereof
/ ~ shall be Furnished in FORM GSTR-6

Ineligible & eligible credit should be distributed separately

; ITC on account of CGST, SGST, UTGST and IGST shall be distributed separately

“or reduction of credit in case the ITC already distributed gets reduced for any reason = I1SD shall issue
A an ISD credit note

Any additional amount of ITC on account of issuance of a debit note to ISD by the supplier 2 Shall
be distributed in the month in which the debit note is included in the return in FORM GSTR-6

ITC required to be reduced on account of issuance of a credit note to ISD by the supplier=> Shall
be apportionedto each recipient in same ratio in which ITC contained in the original invoice was
distributed

—> Reduced from amt to be distributed in that month
- If negative, then, added to output liability of recipient

Watch full GST video @ YouTube channel GST Free Class 56



Manner of distribution of credit by ISD — Sec 20(1) r.w. Rule 39(1)(f)

B
IS[.) & .Reaplent ISD & Recipientin |
in Different ’
Same State
States |
) J
, | e |
ITC of ITC of
ITC of IGST CGST/SGST/ ITC of IGST CGST/SGST/
UTGST UTGST
A ¥ - =4 v <
1 As CGST/SGST/
As IGST As IGST As IGST UTGST
respectively
- -’ -/ o
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Eg: Manner of distribution of credit by ISD

Input service
distributor

Head Office

. Recipients | Turnover
il B
Input service credit of Rs. 50 lakhs q 20 lakhs
Rs. 10 lakhs pertains to C Ltd. only 2 4 -
A unit
3 Remamlng Rs. 40 lakhs distributed
A,B and Cin tur tio |
e s 10 lakhs
Distribute
10 lakhs
; ' -
C unit
Watch full GST video @ YouTube channel GST Free Class 58




Manner of recovery of credit distributed in excess

Manner of recovery of credit distributed in excess

Where the Input Service Distributor distributes the credit in

21 contravention of the provisions contained in section 20
resulting in excess distribution of credit to one or more
recipients of credit, the excess credit so distributed shall be
recovered from such recipient(s) along with interest, and the
provisions of sectiop 73 or 74.as the case may be, shall mutatis
mutandis, appl for deterrﬁ?ﬁat(pn of amount to be
recovered. e

L.

)
——

Determination of tax not paid or short || Determination of tax not paid or short
paid or erroneously refunded or input tax || paid or erroneously refunded or input
credit wrongly availed or utilized for any | tax credit wrongly availed or utilized
reason other than fraud or any wilful || by reason of fraud or any willful
misstatement or suppression of facts misstatement or suppression of facts

Watch full GST video @ YouTube channel GST Free Class
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