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Important Steps under GST

Supply (Sec. 7)

o N > <
r.w. Schedule I/11/111 wPlace Time&.
Value***
wlLevy (Sec. 9) o Exemptions* w Rate**
w Registration W ITCsec. 16 to 21)

\ Clolo s CNLIWAGYAR \ (Sec. 22 to 30) Payment

ServicesSec.2(102

(Sec. 49 to 53)

N/N 01/2017 CGST Rate N/N 02/2017 CGST Rate N/N 11/2017 CGST Rate N/N 12/2017 CGST Rate
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Sec. 12 Time of supply of goods

Sec. 13 Time of supply of services

Sec. 15 Value of Taxable Supply

IGST Act

Sec. 10 Place of supply of goods other than supply of goods imported into, or exported from India
Sec. 11 Place of supply of goods imported into, or exported from India

Sec. 12 Place of supply of services where location of supplier and recipient is in India

AJCO




Questions ?

[mGST on Sale of W
Capital Goods
with
Consideration?

\
( wWWhen ITC
Reversal
Required ?

\- Unregistered /
to Registered
What if
Composition @ Purchased on
o to Regular or before F ~
July 20177
wWGST on Sale o1
Capital Goods wAny specific
without valuation
Consideration? J mechanism ? >
\_ ) ‘
3




=L sesbee B M"“? m&‘;

4

a/

LIA G | f

57 Times
used in

37 Times
used In

CGST Act
2017

CGST
R[S
2017

Dzzﬁ

AJCO

é




- G/ I LIA O f ﬁ

Input & Reversal
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Relevant Provisions
+

2(19)  Capital Good & O L3R {RIRidahisgoods,the value of
Definition which iIs capitalised in _the books of
accountof the personclaimingthe input

tax creditandwhich are usedor intended

to be usedin the courseor furtherance of
business

(As per Sec 2(52) @ 3 2 2 rReansevery kind of
movable property other than money and
securitiesbut includesactionableclaim, growing
crops, grassand things attached to or forming
part of the land which are agreedto be severed
before supplyor undera contract
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Conditions for Availment of ITC by a Registered
Taxable Persom Secl6 (2)

\

Basis- tax invoice /
debit note issuedby
a registered
supplier, or other
prescribedtaxpaying
document

\

Goods and/or
services have been
received

/

\

Tax actually paid by
the supplier to the
credit of the
appropriate
Government, either
in cash or by
utilization of ITC

-

/

\

He hasfurnishedthe
monthly return in
Form GSTR3 under
Section39

/

/
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Relevant Provisions

16 Eligibility and conditions (3) Where the registered person has claimed
for taking input tax depreciationonthe taxcomponentofthe costof
credit capital goods and plant and machinery under

the provisionsof the Incometax Act, 1961, the
input tax credit on the saidtax componentshall
not be allowed.

the | 2 y Q@ujaft High Court in the case
Genus Electrotech Limited reported in 2013
(296) ELT175 (Guj) held that after reversalof
entry for deprecation, assessecould reavalil
credit The ratio of this decision under the
CENVACreditRules 2004 will equallyhold good
under the GSTlaw since the provisions are
similar subject to time limit i.e. September
following the end of the financial year or the
date of filing the annual return, whichever is
earlier

Al C



Query
Whether the registeredpersoncan availthe benefits

of Input tax credit and depreciation on the tax

component of capital goods and plant and
machinery?
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Depreciation claimed on Tax Component of ITC not Available
the cost of capital goods under IT Act ::>

/ Example: \

Cost of asset = Rs.100

Tax -10 % (say)= Rs.10
Total Cost = Rs. 110

If Depreciation Charged
on Rs. 100.

ITC AVAILABLE

If Depreciation Charged
on Rs. 110.

ITC NOT AVAILABLE

Claimof depreciation on the GST component disqualifies a recipient of Capital go

and plant and machinery from taking input tax credit.
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Query

Whether Input tax credit on Inputs and Capital
Goodsis allowedin oneinstaliment?

11




Yes.

Input tax credit will be availablein full with respectto inputs and capital
goods, subjectto fulfillment of the prescribedconditions under section
16(2) of the CGSTAct Evenin the case of supply of goodsin lots/
instalments,the credit would be availablein full on the receipt of the last
lot/ installment

The existingconceptof partial credit on purchaseof capital goodsunder
the CENVATreditRules,2004 (i.e. 50%in the year of receiptand 50%in
subsequentyears)hasbeendone awaywith.

12
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Query |
WhetherInput tax credit is available in respec .

of Input tax paid on use of mobile

phones/laptops/as given to employees?

13




Yes.
The mobile phones/ laptops would be covered under
the definition of WO | IR 2 IR$3hSy are usedin the
course/ furtherance of businessand hence, the input
tax paid on such goodswill be availableas input tax
credit.

14
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Relevant Provisions

2(59) Input a Ay Lleads any
Definition goods other than g
. capital goodsusedor .

Intended to be used
by a supplier in the
courseor furtherance
of business
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Relevant Provisions

18 Availability of credit in (4) Where any registered person who has availed of
specialkcircumstances input tax credit opts to pay tax under section 10 or,

where the goodsor servicesor both suppliedby him |
Reversal of ITC becomgvyhollyexempt,hgshallpayanamount,byway
= of debit in the electronic credit ledger or electronic
Regular Dealer to cash ledger, equivalentto the credit of input tax in
CompositiorDealer respectof inputs held in stockand inputs containedin
semifinished or finished goods held in stock and on
capital goods, reduced by such percentagepoints as
may be prescribed,on the day immediatelypreceding
the date of exercisingpf suchoption or, asthe casemay

Reversal of ITC be, the date of such exemption Provided that after
Taxable to Exempt Supply payment of such amount, the balance of input tax
credit, if any, lying in his electronic credit ledger shall

lapse

(5) Theamountof credit under sub-section(1) andthe
amount payable under subsection (4) shall be
calculatedn suchmannerasmaybe prescribed

Readwith Rule44 of CGSRules2017
16
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Query
In caseof switchoverfrom taxable to exempt

transactionsor from Regularto composition,
whetherinput tax creditis fully restricted?

17
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Yes,In terms of Section18(4) of the CGSAct, an amount equalto
the credit of tax paid on stockheld (inputs, semtinishedgoodsor
finished goods)and capital goods (reducedby percentagepoints)
on the day precedingthe date of opting for composition/ effecting

exempt supplieswill have to be paid The same can be paid by
utilization of credit/ cashpayments

18
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Relevant Provisions

29 Cancellation [or (5) Everyregisteredpersonwhose registrationis cancelled
suspension] of shallpayanamount,by way of debit in the electroniccredit
registration ledger or electronic cashledger, equivalentto the credit of

input tax in respect of inputs held in stock and inputs
Reversal of ITC containedin semifinishedor finishedgoodsheld in stockor
lphlezisiciainer plecl|Elifelgeit = Dcapital goods or plant and machinery on the day

Registration immediately precedingthe date of suchcancellationor the
output tax payable on such goods, whichever is higher,
calculatedin suchmannerasmay be prescribed

Provided that in case of capital goods or plant and

machinery,the taxablepersonshallpay an amountequalto

_ the input tax credit taken on the saidcapitalgoodsor plant

Tax on Transaction Valu€ and machinery,reducedby such percentagepoints as may

Or be prescribedor the tax on the transactionvalue of such

ITC Reversal capital goods or plant and machinery under section 15,
Whichever is higher whicheveris higher

Readwith Rule44 of CGSRules2017

19
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Relevant Provisions

44 Manner of reversal of (1) The amount of input tax credit relating to inputs
credit under  special held in stock, inputs contained in semifinished and
circumstances finishedgoodsheld in stock,and capitalgoodsheld in

stock shall, for the purposesof subsection (4) of
section 18 or subsection (5) of section 29, be
determinedin the following manner,namely;

@X X X

(b) for capital goods held in stock, the input tax credit
Reversal on Monthly Prata involved in the remaining useful life in months shall k

basis computed on prerata basis, taking the useful life as

five years.

lllustration:

Capital goods have been in use for 4 years, 6 month

and 15 days.

The useful remaining life in months= 5 months ignori
a part of the month

Input tax credit taken on such capital goods= C
Input tax credit attributable to remaining useful life= (

multiplied by 5/60
20
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Relevant Provisions

44 Manner of reversal of (2) The amount, as specifiedin sub-rule (1) shall be
credit under  special determined separatelyfor input tax credit of central
circumstances tax, Statetax, Unionterritory tax andintegratedtax.

(3) Wherethe tax invoicesrelated to the inputs held in
stock are not available, the registered person shall
estimate the amount under sub-rule (1) basedon the
prevailing market price of the goodson the effective
date of the occurrenceof any of the eventsspecifiedin
sub-section (4) of section 18 or, as the casemay be,
sub-section(5) of section29.

Fileform ITGO3in case (4) The amount determined under sub-rule (1) shall
form part of the output tax liability of the registered
personandthe detailsof the amountshallbe furnished
in FORMGSTITGO03, where suchamountrelatesto any
event specifiedin sub-section (4) of section18 and in
FORM GSTRLO, where such amount relates to the
cancellationof registration

of Regular Dealer to Compositio
Dealeror taxableto exempt

In caseof cancellationof Registartion
file form GSTRO

21
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| 44

Relevant Provisions

@

Manner of reversal of
credit under special
circumstances

© 0= et el Talee =t sl ol (B) The details furnished in accordancewith sub-

rule (3) shall be duly certified by a practicing
charteredaccountantor costaccountant

only not for Capital Goods

22
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lHlustration 1: Where input tax credit lapses

AJCO

Sl. Particulars Reference Amount

No

1 Value of capital goods 1.00,000
IGST @ 12% A 12.000
Invoice Value 1.12,000

2 Date of shift to composition 01 April 2019
scheme (Can be opted in Financial

year beginning)

3 Date of inward supply and use of 01 September 2017
capital goods

4 Penod of use (days) ST7
Fernod of use (months) 19

) Residual life in months B 41
(Considering full life as 5 years)

B ITC attrbutable to residual life C = (A*B/60) 8,200
(To be added to the output tax
liability of the registered person)

5 Balance of ITC as on 31.03.2018 10,000
ITC utihzed for capital goods for 8.200
residual life

T Balance ITC - would lapse 1.800

23



lllustration 2: Where input tax credit becomes payable

Sl. No Particulars Reference Amount

1 Value of capital goods 1,00,000
IGST @ 12% A 12,000
Invoice Value 1,112,000

2 Date of shift to composition scheme 1=t April 2019

3 Date of inward supply and use of capital goods 01 September 2017

4 Feriod of use (days) a7
Fernod of use (months) 19

<) Residual life in months B 41

(Considenng full ife as 5 years)

6 ITC attnbutable to residual life C =
(A*B/60) 8,200

(To be added to the output tax hability of the
registered person)

< Balance of ITC as on 31.03.201% 1,500
6 ITC utiized for capital goods for residual life 8,200
[ Balance tax payable 6,700
24
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[llustration 3: Where no payment is required

Sl. Particulars Reference Amount

No

1 Value of capital goods 1.00.000
IGST @ 12% A 12,000
Invoice Value 1,12,000

2 Date of shift to compaosition scheme 1=t April, 2023
Date of inward supply and use of capital

3 goods 01 September 2017

4 Period of use (months) 67
Period of use (years) 5 years 7T months

5 Residual life in months B

(Considering full life as 5 years)
(&) |ITC attributable to residual life C = (A*B/el) 0
(No payment required)

Input tax credit and change in constitution of registered person: The change in
constitution of registered person due to sale, merger, demerger, amalgamation, lease or
transfer or change in the ownership of business including transfer of liabilites provides for the

following:
25
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18

Unregistered to Registered

Relevant Provisions

Availability of credit (1) Subject to such conditions and
In special restrictionsasmaybe prescribed

circumstances

Mandatorily

(a) a person who has applied for
registration under this Act within thirty ‘
daysfrom the date on which he becomes .
liable to registration and has been
grantedsuchregistrationshallbe entitled
to take credit of input tax in respect of
Inputs held in stockand inputs contained
In semtkfinishedor finishedgoodsheld in
stock on the day immediately preceding

the date from which he becomesdliable to
paytax underthe provisionsof this Act

No ITCfor CapitalGoods 2
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Relevant Provisions

18 Availabilityof creditin 1 (b) a personwho takesregistrationunder
specialcircumstances subsection (3) of section 25 shall be
entitled to take credit of input tax in respect
of inputs heldin stockandinputs contained
iIn semtfinished or finished goods held in

stockon the dayimmediatelyprecedingthe
date of grantof registration
Unregistered to Registered
Voluntarily

Section25(3)

(A person, though not liable to be
registered under section 22 or section 24
may get himselfregisteredvoluntarily, and
all provisionsof this Act, as are applicable
to a registeredperson,shall apply to such
person

No ITCfor CapitalGoods

27
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Query
Whetherinput tax credit canbe availedon input

servicesand capitalgoods(lyingin stock)when
there Is application for new registration or
duringvoluntaryregistrationunder section18?

28




NoO.
In caseof new registrationsand voluntaryregistrations,input
tax credit canbe availedonly on the stockheld (inputs,semt
finishedgoodsor finishedgoods)precedingthe day when he
IS liable to pay tax or precedingto the date of grant of
voluntary registration respectively Therefore,Input service
and capitalgoodslyingin stockshallnot be eligiblefor ITC

29
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Relevant Provisions

18 Availabilityof creditin 1 (c) where anyregisteredpersonceaseso
specialcircumstances pay tax under section 10, he shall be
entitled to take credit of input taxin respect

of inputs held in stock, inputs containedin

semi finished or finished goods held in |
stock and on capital goods on the day
iImmediatelyprecedingthe date from which

he becomesliable to pay tax under section

Composition Dealer to

Regular Dealer o _ _
Provided that the credit on capital goods

shallbe reducedby suchpercentagepoints
asmay be prescribed

ITCavailablefor CapitalGoods
Readwith Rule40(1) of CGSRules2017

30
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Query |
In case of change of scheme from compositi .

scheme to Regular scheme, whether input t:
credit on capital goods is available?

31




Yes In sucha scenario,the registeredpersonwill be entitled to

claim input tax credit on the stock held (inputs, semifinished
goodsor finishedgoods)and on the capitalgoodsprecedingthe

daywhen he is liable to paytax underthe regularscheme The
credit of capital goodsshall stand reducedby five percentage
points for every quarter or part thereof from the date of the

Issueof the invoicefor suchgoods

32
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Relevant Provisions

18 Availability of credit in 1 (d) where an exempt supply of goods or
speciakircumstances  servicesor both by a registeredpersonbecomes

a taxablesupply,suchpersonshallbe entitled to

take credit of input tax in respectof inputs held

in stockand inputs containedin semifinishedor

finished goods held in stock relatable to such |
exemptsupplyand on capital goodsexclusively
used for such exempt supply on the day

immediately preceding the date from which
Exempt to taxable suchsupplybecomestaxable

Providedthat the credit on capitalgoodsshallbe
reduced by such percentagepoints as may be
prescribed

ITCavailablefor CapitalGoods
Readwith Rule40(1) of CGSRules2017

33
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Query
Whenan exemptsupplybecomesaxablesupplythen

In such case credit on inputs and capital goods

exclusivelyusedfor suchexemptedsupplyis eligible?
What about input tax credit pertaining to capital
goodsusedfor both taxableand exemptsupply?

34
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In terms of Section18(1) (d) of the Act, where an exempt supply made by a
personbecomesaxablesupply,sucha personwill be entitled to claimcredit of
tax paid on stockheld (inputs, semifinishedgoodsor finishedgoods)relatable
to exemptsupplyand on the capitalgoodsexclusivelyusedfor exemptsupply

precedingthe day when the supply becomestaxable

However,tax paid on capital goodsusedfor both, taxableand exempt supply
will not be eligibleasinput tax credit.

35
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Relevant Provisions
| Rule | Descripton | Deamls

40

Manner of claimingcredit 1) Theinput tax credit claimedin accordancewith

In specialcircumstances

the provisionsof sub-section (1) of section 18 on
the inputs held in stockor inputs containedin semk
finished or finished goods held in stock, or the
credit claimedon capital goodsin accordancewith
the provisionsof clausegc) and (d) of the saidsub
section,shallbe subjectto the following conditions,
namely;

a) the input tax credit on capitalgoods,in terms of
clauseg(c) and (d) of sub-section(1) of section18,
shallbe claimedafter reducingthe tax paid on such
capitalgoodshby five percentagepoints per quarter
of a year or part thereof from the date of the
invoice or such other documents on which the
capitalgoodswere receivedby the taxableperson

36
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Relevant Provisions
Rue | Descipion | Demls

40 Manner of claiming (b) the registered person shall within a
credit in special period of thirty daysfrom the date of
circumstances becomingeligible to avail the input tax

creditundersub-section(1) of sectionl18,

or within suchfurther period as may be .

extended by the Commissionerby a .

notification in this behalf, shall make a

declaration, electronically, on the

common portal in FORMGSTITCO1 to
the effect that he is eligible to avail the

Input tax credit asaforesaid

Providedthat any extensionof the time

limit notified by the Commissionerof

State tax or the Commissioneiof Union

territory tax shall be deemed to be
notified by the Commissioner L

T SR TS ey e T
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Relevant Provisions
Rue | Descipion | Deals

40 Manner of claiming credit in (c)the declarationunder clause(b) shallclearlyspecifythe
specialcircumstances details relating to the inputs held in stock or inputs
containedin semifinishedor finishedgoodsheld in stock,

or asthe casemaybe, capitalgoods;

(i) on the day immediatelyprecedingthe date from which
he becomesliable to pay tax under the provisionsof the
Act, in the caseof a claim under clause(a) of sub-section
(1) of section18;

(i) on the day immediatelyprecedingthe date of the grant
of registration, in the caseof a claim under clause(b) of
sub-section(1) of sectionl§;

(i) on the day immediatelyprecedingthe date from which
he becomediableto paytax undersection9, in the caseof
aclaimunder clause(c) of sub-section(1) of sectionl8;

(iv) on the dayimmediatelyprecedingthe date from which
the supplies made by the registered person becomes
taxable, in the caseof a claim under clause(d) of sub
section(1) of section18;

38
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40

Relevant Provisions

Manner of claiming (d) the detailsfurnishedin the declaration
credit in special underclause(b) shallbe duly certified by a
circumstances practicing chartered accountantor a cost |
accountant if the aggregatevalue of the |
claim on accountof central tax, State tax,

S Union territory tax and integrated tax
exceeds 2 Lackss
exceeddwo lakhrupees

ITC verification from Vendor

(e) The input tax credit claimed in
accordancewith the provisionsof clauses
(c) and (d) of sub-section(1) of section18
shall be verified with the corresponding
details furnished by the corresponding
supplierin FORMGSTRL or as the case
may be, in FORMGSTR4, on the common
portal.

39
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Relevant Provisions

18 Availability of credit in (2) A registeredpersonshall not be entitled to

speciakircumstances  take input tax credit under sub-section (1) in
respect of any supply of goods or servicesor |
both to him after the expiryof one yearfrom the
Only for 1 Year Invoice date of issue of tax invoice relating to such

supply |
(3) Wherethere isa changein the constitution of .

a registeredpersonon accountof sale, merger,
demerger,amalgamation|easeor transferof the
businesswith the specificprovisionsfor transfer
of liabilities, the said registeredpersonshall be
HEe cl s llanecis=reii@azlas,. allowed to transfer the input tax credit which

in Constitution remainsunutilisedin his electroniccredit ledger
to suchsold, merged,demerged,amalgamated,
leasedor transferredbusinessn suchmanneras
maybe prescribed

Readwith Rule41 of CGSRules2017 e

AJCO
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Relevant Provisions
| Rule | Descripton | Deamls

41 Transfer of credit on sale, 1) A registered person shall, in the event of sale,
merger, amalgamation, merger,de-merger, amalgamationjeaseor transfer or
lease or transfer of a changein the ownership of businessfor any reason, |
business furnish the details of sale, merger, de-merger, |

amalgamation|easeor transfer of businessjn FORM

GSTITGO2, electronicallyon the commonportal along

with a request for transfer of unutilized input tax

credit lying in his electronic credit ledger to the
transferee

File form ITC02 Providedthat in the caseof demerger,the input tax
credit shallbe apportionedin the ratio of the value of
assetsof the new units as specifiedin the demerger
scheme

[Explanation For the purpose of this subrule, it is
hereby clarified that the ¢ @ | foflzSa a $néahsthe
value of the entire assetsof the businesswhether or
not input tax credit hasbeenavailedthereon.]

41

AJCO



Relevant Provisions
| Rule | Descipon | Detals

41 Transfer of credit on sale,
merger, amalgamation,
lease or transfer of a (2) Thetransferor shall also submita copy of a
business certificate issued by a practicing chartered

accountantor costaccountantcertifyingthat the
sale,merger,de-merger,amalgamation)easeor
transfer of business has been done with a
specificprovisionfor the transfer of liabilities.

CA Certificate

(3) Thetransfereeshall,on the common portal,
Transfereeshall, on the acceptthe details so furnishedby the transferor
o0)04100[0)01 olo) 1= = lolel=l o]0 g = p@Nd, upon suchacceptancethe un-utilized credit
details specifiedin FORMGSTITCO02 shallbe creditedto
hiselectroniccreditledger

accounted for by the (4) The inputs and capital goods so transferred
shall be duly accountedfor by the transfereein
hisbooksof account

transferee

42
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Relevant Provisions
Rue | Descrpion | Deals

43 Manner of determination of Subjectto the provisionsof sub-
input tax credit in respect of section (3) of section 16, the
capital goods and reversal Input tax credit in respect of

thereof in certain cases capital goods, which attract the
provisionsof sub-sections(1) and .
e (2) of section 17, being partly
e A SRS, usedfor the purposesof business

and partly for other purposes,or
partly used for effecting taxable
supplies including zero rated
suppliesand partly for effecting
exempt supplies, shall be
attributed to the purposes of
businessor for effecting taxable
suppliesin the following manner,
namely;

as Exempt Supply

43
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Relevant Provisions

Non-RE Supplies

In case of non-RE Supplies, full credit of ‘eligible’ and ‘common’ capital goods will be taken in
the month in which they are received by the registered person.

(a)  Credit related to capital goods exclusively used to make taxable outward supplies
including zero-rated 1s ‘wholly’ available;

(b)  Credit related to capital goods exclusively used to make non-business and special
‘exempt supplies’ are ‘wholly’ NOT available;

(c)  Credit related to capital goods that are not identified exclusively to either of the above
will be taken as credit subject to treatment under this rule (TC);

(d)  Credit subject to treatment will be divided by 60 for each month (TM) of the deemed
useful file of 5 years being 60 months (rule 43(1)(c) 1s prescribed useful life for all
capital goods);

(e)  Each such capital goods will have its own TM for a given month. Now monthly TM of all
such capital goods must be aggregated (TR);

() Credit Liable to reversal i1s computed on the ratio of ‘specially exempt supplies’ by “total
turnover in the State’ for the registered person (TE); and

(g)  Amount so arnved will need to be reversed. Interest will be applicable because total
capital goods credit (A) would have been taken in the month of receipt of capital goods
(and credited to ECL) and now a ‘new TE' would be computed each month based on the

ratio.
44
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Relevant Provisions

Description of outward
supplies

Credit on capital goods

End-use ‘swap’

Non-husiness

Specially ‘exempt supplies”

Not credited to
Ineligible capital goods

ECL;

Taxable Credited to ECL: ‘eligible
Zero-rated capital goods
End-use  not  identified | Credited to ECL (A) and

exclusive to either of above

subject to adjustment under
rule 43: ‘common’ capital
goods

Credt on ‘all capial
goods deemed to accrue
on 9% per quarter’ (or
part). Swap of end use
from Ineligible to eligible
and vice versa will be
avallable to the extent
accrued as per rate above.

45
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Relevant Provisions

End-use of capial goods | Credit subject

Description of outward supplies Ficushely | Conmanly to treatment

under rule 43
Apartment taxable without credit / / X
Other exempt construclion / / X
Ongoing project / / /
Commercial apartment In REP NA / /

AJCO




Relevant Provisions

llustration (Rule 43): Manner of determination of ITC in respect of capital goods and
reversal thereof in certain cases

Sl. Particulars Reference IGST
No
1| ITC on capital goods used exclusively for non- T 10,000
business purposes (Note 1)
. 2 | ITC on capital goods used exclusively for effecting Ty 10,000
exempt supplies (Note 1)
Total 20,000
3 | ITC on capital goods used exclusively for taxable T3 50,000
supplies (including zero-rated supplies) (Note 1)
4 | ITC on capital goods (other than Ty, T and Ts) A= b+ 3,90,000
(Annexure A)
5 | ITC on capital goods whose residual life remain in Ti 6,500
beginning of tax period (Annexure A) s

AJCO



Relevant Provisions

1| Aggregate value of exempt supplies for the tax E 25,00,000
period May 2020 (Note 2 & 3)

§ | Total Tumover of the registered person for the tax F 1,00,00,000
period May 2020 (Note 2)

10 | Credit attributable to exempt supplies Te=(EF)*T; 1,629

be credited to the electronic credit ledger

Note 3: Aggregate value excludes taxes

Note 1: Ty, T, and T3 should be declared in Form GSTR-2. T3 (being ITC on capital goods
used for taxable supplies) and A (being common credit in respect of capital goods) shall only

Note 2: If the registered person does not have any turnover for May 2020, then the value of E
and F shall be considered for the last tax period for which such detals are available

48
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RelevantProvisions

Annexure A - ITC on capital goods whose residual life is remaining

AJCO

Sl. No | Particulars Reference Amount
For May 2020
1 Inward supply value of Machinery X A 12,50,000
IGST @ 12% B 1,50,000
Invoice Value 14,00,000
Date of inward supply 12 April 2020
Life of the capital goods (in months) - for C 60
GST purpose Is 5 years
ITC attnbutable for 1 month Tmy =bl/c 2500
2 Inward supply value of Machinery Y 20,00,000
IGST @ 12% F 2,40,000
Invoice Value 22.40,000
Date of inward supply 21 May 2018
Life of the capital goods (in months) - for G 60
GST purpose Is 5 years
ITC attnibutable for May 2020 (1 month) Tma = fig 4000
Aggregate of ITC on common credits Te=Tmy+ Tmy 6500
49
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ITC In respect of goods sent
for job work ¢ Sec 19

Inputs/ Capital Goodsentfor job work

A 4

Principal Received backr directly suppliedfrom job- Job Worker |
g2NJ] SNaA LINBYAaSa ogpNUKAY M @

years (capital goods) of being sent out

ITC available if the conditions and restrictions under job work are satisfied

If not received / directly supplied in time: Principal to pay ITC availatkrest.
He can reclaim this ITC on receiving back such inputs/ capital goods.

r.W.
Section 143 Job Work Procedure
Rule 45 of CGST Rules 20Conditions and restrictions in respect of inputs and capjtal

goods sent to the job worker 50
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Job work Procedure Sec 143

Theterm Jobwork is definedu/s 2(68) of the CGSRctasa ! yré&atment or process
undertakenby a personon goodsbelongingto anotherregisteredLJS N& 2 Y €

A registeredperson[Principallmay sendinputs or capital goodsunder intimation,
without paymentof tax to a job worker for job work.

Inputs and CapitalGoodsare required to be brought backafter completion of job
work within one yearandthree yearsrespectivelyfrom the date of sending

Moulds and dies, Jigsand fixtures or tools are exceptionto abovecondition.
Hemaysupplyinputsor capitalgoodsfrom job ¢ 2 NJ| [BahdQ &

For supplyingthe goodsfrom job g 2 NJ BaN&hé hasto declarethe saidplaceas
hisadditionalplaceof businessif job worker is not registeredu/s 25.

Po  Po Po o Po | P I

DeemedSupply If the inputs / capital goodssent for job work are not received
back by the principle within period of 1 year / 3 years respectively,it will be
treated asdeemedsupplyon the original date of sending

A If the job worker is registered,then the waste and scrapgeneratedduring the job
work may be suppliedby the job worker directly from his place of businesson tax
payment

A job worker is un registered,then principalhasto paytax on supplyof wasteand
scrap
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Capital Goods & CGST Act

140 Transitional arrangements for input tax credit.

. 142 Miscellaneous transitional provisions .

117 Rule Tax or duty credit carried forward under any existing law ogoods held in
stock on the appointed day
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Capital Goods
Sale or Disposal

AJC
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Assets Word Used

7 Times@ 6 Times
used In used In

CGST CGST
Act UIES
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Schedule ¢ Section 7
Activities to be Treated as Supply Even If Made Without Consideration

wl. Permanent transfer or disposal of businassets where input tax credit has been availed on such

assets

Schedule I¢ Section 7

Activities or Transactions To be Treated as Supply of Goods or Services

wlransferof businessassets

(a) where goods forming part of the assets of a business are transferred orr
disposed of by or under the directions of the person carrying on the business 3,
so as no longer to form part of those assets, Swhether—or ot for o
consideration, such transfer or disposal is a supply of goods by the person;

(b) where, by or under the direction of a person carrying on a business, goods held
or used for the purposes of the business are put to any private use or are used,
or made available to any person for use, for any purpose other than a purpose ,
of the business, "%whether or not for a consideration, the usage or making
available of such goods is a supply of services;

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

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

the business is carried on by a personal representative who is deemed to
be a taxable person.
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Relevant Provisions

18 Availability of credit in (6) In caseof supplyof capitalgoodsor plantand

speciakircumstances

Supply of Capital Good
(if ITCaken)

Tax on Transaction Value
Or
ITC Reversal

Whichever is highe

Tax on Transaction value on
some specific Goods

machinery,on which input tax credit has been
taken, the registeredpersonshallpayanamount
equal to the input tax credit taken on the said
capitalgoodsor plant and machineryreducedby
suchpercentagepoints as may be prescribedor
the tax on the transactionvalue of such capital
goodsor plant and machinerydeterminedunder
sectionl5, whicheveris higher.

Provided that where refractory bricks, moulds
and dies, jigs and fixtures are suppliedasscrap,
the taxable person may pay tax on the
transaction value of such goods determined
under section15.

Read with Rule 40(2) & 44(6) of CGSTRules
2017
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Relevant Provisions

““Rue | Descrpion | Dewis

40 Manner of claimingcreditin - (2) The amount of credit in the case of
spemalcwcumstances

supply of capital goods or plant and
machinery, for the purposes of sub-
section (6) of section 18, shall be
calculatedby reducing the input tax on |
the said goods at the rate of five
percentage points for every quarter or

part thereof from the date of the issueof |
the invoicefor suchgoods
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Relevant Provisions
\

44 Manner of reversal of (6) Theamountof input tax credit for the purposes |
credit under special of sub-section (6) of section 18 relating to capital |
circumstances goodsshall be determinedin the samemanneras

specified in clause (b) of subrule (1) and the
amountshallbe determinedseparatelyfor input tax
credit of central tax, State tax, Union territory tax
andintegratedtax:

Providedthat where the amount so determinedis
more than the tax determined on the transaction
value of the capital goods,the amount determined
shall form part of the output tax liability and the
sameshallbe furnishedin FORMGSTRI.
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Query
Whether Input tax credit availed on capital

goodsisto be reversedin caseof supplyof such
capitalgoods?

59




Yesn termsof Section18(6) of CGSAct,in caseof supplyof capitalgoods
or plant and machineryon which input tax credit has been taken, the

registeredpersonwill haveto payanamountequalto:

wInput tax credit taken on the said capital goods/ plant and machinery
reducedby the percentagepoints specified or

wthe tax on the transactionvalueof suchgoods

whicheveris higher
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Query
Whether Input tax credit availed on refractory

bricks,mouldsand dies, jigs and fixtures are to
be reversedin caseof supplyof suchgoods?

61




Yes In terms of provisoto Section18(6) of CGSTAct, in caseof supply of
suchgoodsasscrap,the registeredpersonis requiredto paythe tax on the
transactionvalueof suchgoods Thus,in this case,unlike section18(6), no
comparisonis required to be made between ITCtaken on the capital
goods/plant and machineryreduced by the specified percentagepoints
andthe tax on the transactionvalueof suchgoods

62

AJCO




Queries
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1. Capital Goods Sold after ITC Utilization

Purchase Date of Laptop Jan 012018

Purchase Price 50,000

TaxesPaid 10,000

Sale Date 30th June , 2020

Sale Value of Laptop 10,000
Particulars Amount

Sale Value of Laptop 10,000

IGST @ 18% 1,800

Input Tax Credit Availed 10,000
LessITC for 2 and Half Year 5,000

1800 or 5000 Whichever is Higher 5,000
64




2. Capital Goods Sold w/o ITC Utilization

Purchase Date of Laptop Jan 012018

Purchase Price 50,000

TaxesPaid 10,000

Sale Date 30th June , 2020

Sale Value of Laptop 10,000
Particulars Amount

Sale Value of Laptop 10,000

IGST @ 18% 1,800

Supply v/s Capital Goods Definition
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3. Capital Goods Supplied after ITC
Utilization but without any Consideration

Purchase Date of Laptop Jan 012018

Purchase Price 50,000

TaxesPaid 10,000

Sale Date 30th June , 2020

Sale Value of Laptop NIL .

Input Tax Credit Availed 10,000
Less: ITC for 2 and Half Year 5,000

Supply.w. Schedulé




4. Capital Goods Supplied w/o ITC
Utilization & without any Consideration

Purchase Date of Laptop Jan 012018

Purchase Price 50,000

Taxes Paid (No ITC Taken) 10,000

Sale Date May 05, 2020

Sale Value of Laptop NIL .

GST Not Applicable




B Motor Vehicles &
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Query

GST on saleof old and used vehicle by an
iIndividualnotengageth anybusines®
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Query

GST on sale of old and used vehicle by a pe
engaged In business but currentlyemstered?
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Depends on Turnoveldse etc.
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Query

GST on sale of old and used vehicle by a G
registeregerson?
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In casesvheresaleof old motorvehicless madeby a GSTregisteregerson,
withoutdoubtsucha supplywill betaxablainderGST Lawandsuchaperson
needdo payGSTatapplicableates
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Query

Is there any difference in RateGST applicable
on sale of old and used mo¥enicles?
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Yes,
GSTapplicableas per lower Rate as shown in Next
Slide for CGST{Notification No. 8/2018 -Central Tax
(Rate) ,similar Notification for SGST & IGS
(NotificationNo. 9/2018¢ Integrated Tax(Rate) were
alsoissued
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Table
5. No. | Chapter. Rate
Heading, Description of Goods
Sub-
heading or
T ariff item
(1) (2) (3 (4)
1. 8703 Old and used. petrol Liquefied petrolenm gases (LPG) 0%
or compressed natural gas (CING) drven motor vehicles
of engine capacity of 1200 cc or more and of length of
4000 mum or more.
Explanation. - For the purposes of this entry. the
specification of the motor vehicle shall be determined as
per the Motor Vehicles Act. 1988 (59 of 1988) and the
mules made there under.
2. 5703 Old and used. diesel dnven motor vehicles of engine O%a
capacity of 1500 cc or more and of length of 4000 mm
Explanation. - For the purposes of this entry. the
specification of the motor vehicle shall be determuined as
per the Motor Vehicles Act. 1988 (59 of 1988) and the
mules made there under.
3 8703 Old and wused motor wehicles of engine capacity 0%%
exceeding 1300 cc, popularly known as Sports Tlidlity
Wehicles (5TUWVs) including utility vehicles.
Explanation. - For the purposes of thiz entry, STTW
includes a motor vehicle of length exceeding 4000 mun
and having ground clearance of 170 mun. and above.
4. B7 All Old and used Vehicles other than those menfioned G%a
from 5. Wo. 1 to 5.No.3
s
R NSRS e
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Query

Is there any difference in RateCassapplicable
on sale of old and used motehicles?
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Governmentalso exempted the Cessapplicableon
sale of Usedvehiclewhere input tax credit / Cenvat
Credit has not been availed, vide
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https://www.cbic.gov.in/resources/htdocs-cbec/gst/Compensation_Cess01_2018_rate_eng.pdf
https://taxguru.in/goods-and-service-tax/cbec-notifies-nil-gst-compensation-cess-rate-motor-vehicles.html

Query
Is there any differencemechanisnto compute

taxablevalue on sale of old and used motor
vehicles?
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As per

the concessionalzSTrates
as discussedby us above will be applied on the
G a | Ndathey dzLJILJvHicBidid be calculatedin
the manner as mentioned in said Notification as
givenbelow.
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https://www.cbic.gov.in/resources/htdocs-cbec/gst/notfctn-08-2018-cgst-rate-english.pdf

1. In CaseDepreciationunder IncomeTaxAct Availed

Margin of the suppliershallbe differencebetween Saleconsiderationand
depreciatedvalue of suchvehicleson date of saleand where the margin
of suchsupplyis negative it shallbe ignored

It may be noted here that the depreciatedvalue here meansas per the
Income Tax Act Further income tax law requires computation of
depreciationon block of assets, but for the purposeof computation of
margin as above, the depreciatedvalue should be determined for the
specificvehiclewhichis beingsold

ForExample

X Ltd had bought a motor car on 05.11.2018 for Rs5 lakhs No ITCwas
availedbut deprecationas per Income Taxis availed Supposesuchcaris
soldfor Rs2.50lakhson 31.03.2020

In suchcasewe needto determine depreciatedvalueas per IncomeTax
Therate of deprecationis 15%WDV




Purchase of Car on 05.11.2018 5,00,000

Less: Deprecation @ 7.50% (being eligible to 6 months deprecation being used for

(-)37,500
less than 180 days)

WDV as on 31.03.2012 462,500
Less: Depreciation @ 15% (-)69,375
WDV as on 31.03.2020 3,93,125

No depreciation under Income tax for FY 2020-21 as sold in this year

As in the above case the depreciated value comes to Rs 3,93,125/- while the selling price is Rs
2,50,000/- thus the margin for supplier is negative Rs 1,43,125/- , which shall be ignored and the
value of supply for levy of GST will be NIL in this case.

Suppose in this case the selling price of Car was Rs 4 lakhs. Accordingly the margin of supplier will
be Rs 6875/- { Rs 4,00,000/- minus Rs 3,93,125/- ) on which concessional rate of GST @ 18 % or
12% as the case be would be applicable.
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