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ωLevy (Sec. 9)

Goods-Sec.2(52) 
Services-Sec.2(102)

ωExemptions*

ωRegistration 
(Sec. 22 to 30)

Supply (Sec. 7)

r.w. Schedule I/II/III
ωPlace, Time & 

Value***

ωRate**

ωITC (Sec. 16 to 21)

Payment

(Sec. 49 to 53)

Important Steps under GST 

**Goods Rate *Goods Exemp. **Service Rate *Service Exemp.

N/N 01/2017 CGST Rate N/N 02/2017 CGST Rate N/N 11/2017 CGST Rate N/N 12/2017 CGST Rate

***
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 2



Questions ?

ωAny specific 
valuation 
mechanism ?

ωGST on Sale of 
Capital Goods 
without 
Consideration?

ωWhen ITC 
Reversal 
Required ?

ωGST on Sale of 
Capital Goods 
with 
Consideration?

Unregistered 
to Registered 

Job Work

What if 
Purchased on 
or before 1st

July 2017?

Composition 
to Regular
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ά/ŀǇƛǘŀƭ DƻƻŘǎέ ²ƻǊŘ ¦ǎŜŘ

57 Times 
used in 
CGST 
Rules 
2017

37 Times 
used in 

CGST Act 
2017
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ά/ŀǇƛǘŀƭ DƻƻŘǎέ 
Input & Reversal
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Relevant Provisions
Section Description Details

2(19) Capital Good
Definition

άŎŀǇƛǘŀƭƎƻƻŘǎέmeansgoods,the valueof
which is capitalised in the books of
accountof the personclaiming the input
tax credit andwhichareusedor intended
to be usedin the courseor furtheranceof
business;

(As per Sec. 2(52) φƎƻƻŘǎmeansevery 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
beforesupplyor undera contract
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Conditions for Availment of  ITC by a Registered 

Taxable Person ðSec 16 (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

Hehasfurnishedthe
monthly return in
Form GSTR-3 under
Section39
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Relevant Provisions
Section Description Details

16 Eligibilityand conditions
for taking input tax
credit

(3) Where the registered person has claimed
depreciationon the tax componentof the costof
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 IƻƴΩōƭŜGujarat High Court in the case
Genus Electrotech Limited reported in 2013
(296) ELT175 (Guj.) held that after reversalof
entry for deprecation, assessecould reavail
credit. The ratio of this decision under the
CENVATCreditRules,2004will equallyhold good
under the GST law 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
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Query
Whether the registeredpersoncanavail the benefits
of input tax credit and depreciation on the tax
component of capital goods and plant and
machinery?
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Claim of depreciation on the GST component disqualifies a recipient of Capital goods
and plant and machinery from taking input tax credit.

Section 88

Liability in case of  company in liquidation.
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Query

Whether Input tax credit on Inputs and Capital
Goodsisallowedin oneinstallment?
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Yes. 
Input tax credit will be availablein full with respectto inputs and capital
goods,subject to fulfillment of the prescribedconditions under section
16(2) of the CGSTAct. Even in the case of supply of goods in lots/
instalments,the credit would be availablein full on the receipt of the last
lot/ installment.
Theexistingconceptof partial credit on purchaseof capital goodsunder
the CENVATCreditRules,2004(i.e. 50%in the yearof receipt and 50%in
subsequentyears)hasbeendoneawaywith.
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Query
Whether Input tax credit is available in respect 

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 ΨŎŀǇƛǘŀƭƎƻƻŘǎΩasthey are usedin the
course/ furtherance of businessand hence, the input
tax paid on such goods will be availableas input tax
credit.
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Relevant Provisions

Section Description Details

2(59) Input 
Definition

άƛƴǇǳǘέmeans any
goods other than
capital goodsusedor
intended to be used
by a supplier in the
courseor furtherance
of business;
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Relevant Provisions
Section Description Details

18 Availability of credit in
specialcircumstances

(4) Where any registered person who has availed of
input tax credit opts to pay tax under section 10 or,
where the goodsor servicesor both suppliedby him
becomewhollyexempt,he shallpayanamount,by way
of debit in the electronic credit ledger or electronic
cash ledger, equivalent to the credit of input tax in
respectof inputs held in stockand inputs containedin
semi-finished or finished goodsheld in stock and on
capital goods, reduced by such percentagepoints as
may be prescribed,on the day immediatelypreceding
the dateof exercisingof suchoption or, asthe casemay
be, the date of such exemption: Provided that after
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) and the
amount payable under sub-section (4) shall be
calculatedin suchmannerasmaybeprescribed.

Readwith Rule44of CGSTRules2017

Reversal of ITC 
Taxable to Exempt Supply

Reversal of ITC 
Regular Dealer to 

Composition Dealer
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Query
In caseof switchover from taxable to exempt
transactionsor from Regular to composition,
whether input tax credit is fully restricted?
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Yes,In terms of Section18(4) of the CGSTAct, an amountequalto
the credit of tax paid on stockheld (inputs,semi-finishedgoodsor
finished goods)and capital goods(reducedby percentagepoints)
on the dayprecedingthe date of opting for composition/effecting
exempt supplieswill have to be paid. The same can be paid by
utilizationof credit/ cashpayments.
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Relevant Provisions
Section Description Details

29 Cancellation [or
suspension] of
registration

(5) Everyregisteredpersonwhose registration is cancelled
shallpayanamount,by way of debit in the electroniccredit
ledger or electronic cashledger,equivalentto the credit of
input tax in respect of inputs held in stock and inputs
containedin semifinishedor finishedgoodsheld in stockor
capital goods or plant and machinery on the day
immediately precedingthe date of suchcancellationor the
output tax payable on such goods, whichever is higher,
calculatedin suchmannerasmaybe prescribed:

Provided that in case of capital goods or plant and
machinery,the taxablepersonshallpayan amountequalto
the input tax credit taken on the saidcapitalgoodsor plant
and machinery,reducedby suchpercentagepoints as may
be prescribedor the tax on the transactionvalue of such
capital goods or plant and machinery under section 15,
whicheverishigher.

Readwith Rule44of CGSTRules2017

Reversal of ITC 
In case of cancellation of 

Registration 

Tax on Transaction Value
Or 

ITC Reversal 
Whichever is higher
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Relevant Provisions
Section Description Details

44 Manner of reversal of
credit under special
circumstances

(1) The amount of input tax credit relating to inputs
held in stock, inputs contained in semi-finished and
finishedgoodsheld in stock,and capital goodsheld in
stock shall, for the purposes of sub-section (4) of
section 18 or sub-section (5) of section 29, be
determinedin the followingmanner,namely,-

(a)ΧΧΧ.
(b) for capital goods held in stock, the input tax credit 
involved in the remaining useful life in months shall be 
computed on pro-rata basis, taking the useful life as 
five years. 

Illustration: 
Capital goods have been in use for 4 years, 6 month 
and 15 days. 
The useful remaining life in months= 5 months ignoring 
a part of the month 
Input tax credit taken on such capital goods= C 
Input tax credit attributable to remaining useful life= C 
multiplied by 5/60 

Reversal on Monthly Pro-rata 
basis

20



Relevant Provisions
Section Description Details

44 Manner of reversal of
credit under special
circumstances

(2) The amount, as specified in sub-rule (1) shall be
determined separatelyfor input tax credit of central
tax,Statetax,Unionterritory taxandintegratedtax.

(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
prevailingmarket price of the goodson the effective
date of the occurrenceof anyof the eventsspecifiedin
sub-section (4) of section 18 or, as the casemay be,
sub-section(5) of section29.

(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 FORMGSTITC-03, wheresuchamountrelatesto any
event specifiedin sub-section(4) of section18 and in
FORM GSTR-10, where such amount relates to the
cancellationof registration.

Fileform ITC-03 in case
of Regular Dealer to Composition
Dealeror taxableto exempt

In caseof cancellationof Registartion
file form GSTR10
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Relevant Provisions
Section Description Details

44 Manner of reversal of
credit under special
circumstances

(5) The details furnished in accordancewith sub-
rule (3) shall be duly certified by a practicing
charteredaccountantor costaccountant.

CA Certificate in case of Stock 
only not for Capital Goods
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Relevant Provisions
Section Description Details

18 Availability of credit
in special
circumstances

(1) Subject to such conditions and
restrictionsasmaybeprescribedτ

(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 semi-finishedor finishedgoodsheld in
stock on the day immediately preceding
the date from whichhe becomesliable to
paytax underthe provisionsof this Act;

No ITCfor CapitalGoods

Unregistered to Registered 
Mandatorily 
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Relevant Provisions
Section Description Details

18 Availabilityof credit in
specialcircumstances

1 (b) a personwho takesregistrationunder
sub-section (3) of section 25 shall be
entitled to takecredit of input tax in respect
of inputs held in stockandinputscontained
in semi-finished or finished goods held in
stockon the dayimmediatelyprecedingthe
dateof grantof registration;

Section25(3)
(A person, though not liable to be
registeredunder section 22 or section 24
may get himself registeredvoluntarily, and
all provisionsof this Act, as are applicable
to a registeredperson,shall apply to such
person.
No ITCfor CapitalGoods

Unregistered to Registered 
Voluntarily 
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Query
Whetherinput tax credit canbe availedon input
servicesand capitalgoods(lying in stock)when
there is application for new registration or
duringvoluntaryregistrationundersection18?
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No. 
In caseof new registrationsandvoluntaryregistrations,input
tax credit canbe availedonly on the stockheld (inputs,semi-
finishedgoodsor finishedgoods)precedingthe daywhen he
is liable to pay tax or preceding to the date of grant of
voluntary registration respectively. Therefore,Input service
andcapitalgoodslyingin stockshallnot beeligiblefor ITC.
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Relevant Provisions
Section Description Details

18 Availabilityof credit in
specialcircumstances

1 (c)whereanyregisteredpersonceasesto
pay tax under section 10, he shall be
entitled to takecredit of input tax in respect
of inputs held in stock, inputs containedin
semi finished or finished goods held in
stock and on capital goods on the day
immediatelyprecedingthe date from which
he becomesliable to pay tax under section
9:
Provided that the credit on capital goods
shallbe reducedby suchpercentagepoints
asmaybe prescribed;

ITCavailablefor CapitalGoods
Readwith Rule40(1) of CGSTRules2017

Composition Dealer to 
Regular Dealer
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Query
In case of change of scheme from composition 
scheme to Regular scheme, whether input tax 

credit on capital goods is available?
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Yes. In sucha scenario,the registeredpersonwill be entitled to
claim input tax credit on the stock held (inputs, semi-finished
goodsor finishedgoods)andon the capitalgoodsprecedingthe
day when he is liable to pay tax under the 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.
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Relevant Provisions
Section Description Details

18 Availability of credit in
specialcircumstances

1 (d) where an exempt supply of goods or
servicesor both by a registeredpersonbecomes
a taxablesupply,suchpersonshallbe entitled to
take credit of input tax in respectof inputs held
in stockand inputs containedin semi-finishedor
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
suchsupplybecomestaxable:

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

ITCavailablefor CapitalGoods
Readwith Rule40(1) of CGSTRules2017

Exempt to taxable
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Query
Whenan exemptsupplybecomestaxablesupplythen
in such case credit on inputs and capital goods
exclusivelyusedfor suchexemptedsupplyis eligible?
What about input tax credit pertaining to capital
goodsusedfor both taxableandexemptsupply?
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In terms of Section18(1) (d) of the Act, where an exempt supplymade by a
personbecomestaxablesupply,sucha personwill be entitled to claimcredit of
tax paid on stockheld (inputs,semi-finishedgoodsor finishedgoods)relatable
to exemptsupplyand on the capitalgoodsexclusivelyusedfor exemptsupply
precedingthe day when the supply becomestaxable. The credit of capital
goodsshall, however, stand reducedby 1/60th of the month or part of the
month thereof from the date of the issue of the invoice for such goods. .
However,tax paid on capital goodsusedfor both, taxableand exempt supply
will not beeligibleasinput taxcredit.
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Relevant Provisions
Rule Description Details

40 Manner of claimingcredit
in specialcircumstances.-

1) The input tax credit claimedin accordancewith
the provisionsof sub-section (1) of section 18 on
the inputsheld in stockor inputscontainedin semi-
finished or finished goods held in stock, or the
credit claimedon capital goodsin accordancewith
the provisionsof clauses(c)and (d) of the saidsub-
section,shallbe subjectto the followingconditions,
namely,-

a) the input tax credit on capitalgoods,in terms of
clauses(c) and (d) of sub-section(1) of section18,
shallbe claimedafter reducingthe tax paid on such
capitalgoodsby 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

ITCavailableafter 5%Reductionper
quarter of a year or part thereof
from the date of the invoice or
receiptof Goods
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Relevant Provisions
Rule Description Details

40 Manner of claiming
credit in special
circumstances.-

(b) the registered person shall within a
period of thirty days from the date of
becomingeligible to avail the input tax
credit undersub-section(1) of section18,
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 FORMGSTITC-01 to
the effect that he is eligible to avail the
input taxcredit asaforesaid:
Providedthat any extensionof the time
limit notified by the Commissionerof
State tax or the Commissionerof Union
territory tax shall be deemed to be
notified by the Commissioner.

File form ITCς01 within 30 days
from the date of becomingeligible
to avail the input tax credit under
sub-section(1) of section18
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Relevant Provisions
Rule Description Details

40 Manner of claiming credit in
specialcircumstances.-

(c) the declarationunderclause(b) shallclearlyspecifythe
details relating to the inputs held in stock or inputs
containedin semi-finishedor finishedgoodsheld in stock,
or asthe casemaybe,capitalgoodsς

(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;

(ii) on the day immediatelyprecedingthe date of the grant
of registration, in the caseof a claim under clause(b) of
sub-section(1) of section18;

(iii) on the day immediatelyprecedingthe date from which
he becomesliableto paytax undersection9, in the caseof
a claimunderclause(c)of sub-section(1) of section18;

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

specify the details relating to the
inputs held in stock or inputs
contained in semi-finished or
finished goods held in stock, or as
the casemaybe,capitalgoods
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Relevant Provisions
Rule Description Details

40 Manner of claiming
credit in special
circumstances.-

(d) the details furnished in the declaration
under clause(b) shallbe duly certified by a
practicing chartered accountant or a cost
accountant if the aggregatevalue of the
claim on accountof central tax, State tax,
Union territory tax and integrated tax
exceedstwo lakhrupees;

(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
supplier in FORMGSTR-1 or as the case
may be, in FORMGSTR- 4, on the common
portal.

Certificate from CA if ITC 
exceeds 2 Lacks Rs.

ITC verification from Vendor
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Relevant Provisions
Section Description Details

18 Availability of credit in
specialcircumstances

(2) A registeredpersonshall not be entitled to
take input tax credit under sub-section (1) in
respect of any supply of goods or servicesor
both to him after the expiryof oneyearfrom the
date of issue of tax invoice relating to such
supply.

(3) Wherethere isa changein the constitutionof
a registeredpersonon accountof sale,merger,
demerger,amalgamation,leaseor transferof the
businesswith the specificprovisionsfor transfer
of liabilities, the said registeredpersonshall be
allowed to transfer the input tax credit which
remainsunutilisedin his electroniccredit ledger
to suchsold, merged,demerged,amalgamated,
leasedor transferredbusinessin suchmanneras
maybeprescribed.

Readwith Rule41of CGSTRules2017

Only for 1 Year Invoice

ITC allowed in Case of Change 
in Constitution
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Relevant Provisions
Rule Description Details

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

1) A registered person shall, in the event of sale,
merger,de-merger, amalgamation,leaseor transfer or
changein the ownership of businessfor any reason,
furnish the details of sale, merger, de-merger,
amalgamation,leaseor transfer of business,in FORM
GSTITC-02, electronicallyon the commonportal along
with a request for transfer of unutilized input tax
credit lying in his electronic credit ledger to the
transferee:

Providedthat in the caseof demerger,the input tax
credit shallbe apportionedin the ratio of the valueof
assetsof the new units as specifiedin the demerger
scheme.

[Explanation:- For the purpose of this sub-rule, it is
herebyclarified that the φǾŀƭǳŜof ŀǎǎŜǘǎmeansthe
valueof the entire assetsof the business,whether or
not input taxcredit hasbeenavailedthereon.]

File form ITC - 02
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Relevant Provisions
Rule Description Details

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

(2) The transferor shall also submit a copy of a
certificate issued by a practicing chartered
accountantor costaccountantcertifyingthat the
sale,merger,de-merger,amalgamation,leaseor
transfer of business has been done with a
specificprovisionfor the transfer of liabilities.

(3) The transfereeshall, on the commonportal,
acceptthe detailsso furnishedby the transferor
and,uponsuchacceptance,the un-utilizedcredit
specifiedin FORMGSTITC-02shallbe creditedto
hiselectroniccredit ledger.

(4) The inputs and capital goodsso transferred
shall be duly accountedfor by the transfereein
hisbooksof account.

CA Certificate

Transferee shall, on the 
common portal, accept the 

details

accounted for by the 
transferee 
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Relevant Provisions
Rule Description Details

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

Subjectto the provisionsof sub-
section (3) of section 16, the
input tax credit in respect of
capital goods, which attract the
provisionsof sub-sections(1) and
(2) of section 17, being partly
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,-

GST Reversal on Capital 
Goods when Taxable as well 

as Exempt Supply 
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Relevant Provisions
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Relevant Provisions
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Relevant Provisions
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Relevant Provisions
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Relevant Provisions
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Relevant Provisions`
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Principal Job Worker

Inputs/ Capital Goods sent for job work

Received back or directly supplied from job-
ǿƻǊƪŜǊΩǎ ǇǊŜƳƛǎŜǎ ǿƛǘƘƛƴ м ȅŜŀǊ όƛƴǇǳǘǎύ ƻǊ о 

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 availed + Interest.
He can reclaim this ITC on receiving back such inputs/ capital goods.

r.w.
Section 143 - Job Work Procedure
Rule 45 of CGST Rules 2017 - Conditions and restrictions in respect of inputs and capital 
goods sent to the job worker

ITC in respect of goods sent 
for job work ςSec 19
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Å Theterm Jobwork is definedu/s 2(68) of the CGSTAct asά!ƴȅtreatment or process
undertakenby a personon goodsbelongingto anotherregisteredǇŜǊǎƻƴέ.

Å A registeredperson[Principal]may sendinputs or capital goodsunder intimation,
without paymentof tax to a job worker for job work.

Å Inputs and CapitalGoodsare required to be brought backafter completion of job
work within oneyearand three yearsrespectivelyfrom the date of sending.

Å Moulds anddies,Jigsand fixtures or tools areexceptionto abovecondition.

Å Hemaysupplyinputsor capitalgoodsfrom jobǿƻǊƪŜǊΩǎplace.

Å Forsupplyingthe goodsfrom job ǿƻǊƪŜǊΩǎplace,he hasto declarethe saidplaceas
hisadditionalplaceof business,if job worker isnot registeredu/s 25.

Å 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.

Å If the job worker is registered,then the wasteand scrapgeneratedduring the job
work may be suppliedby the job worker directly from his placeof businesson tax
payment.

Å If job worker is un registered,then principalhasto pay tax on supplyof wasteand
scrap.

Job work Procedure ςSec 143
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Capital Goods & CGST Act
Section Description Details

140 Transitional arrangements for input tax credit.

142 Miscellaneous transitional provisions

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

6 Times 
used in 
CGST 
Rules

7 Times 
used in 
CGST 
Act
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¢ƘŜ ²ƻǊŘ ά!ǎǎŜǘǎέ ǳƴŘŜǊ /D{¢ !Ŏǘ

Schedule I ςSection 7

Activities to be Treated as Supply Even If Made Without Consideration

ω1. Permanent transfer or disposal of business assets where input tax credit has been availed on such 
assets

Schedule II ςSection 7

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

ωTransferof businessassets

ω(a) where goodsforming part of the assetsof a businessare transferredor disposedof by or under
the directionsof the personcarryingon the businessso as no longer to form part of those assets,
whetheror not for a consideration,suchtransferor disposalisa supplyof goodsby the person;

ω(b) where, by or under the direction of a personcarryingon a business,goodsheld or usedfor the
purposesof the businessare put to anyprivate useor are used,or madeavailableto anypersonfor
use,for any purposeother than a purposeof the business,whether or not for a consideration,the
usageor makingavailableof suchgoodsisa supplyof services;

ω(c) where any personceasesto be a taxableperson,any goodsforming part of the assetsof any
businesscarriedon by him shallbe deemedto be suppliedby him in the courseor furtheranceof his
businessimmediatelybeforeheceasesto bea taxableperson,unlessτ

ω(i) the businessis transferredasa goingconcernto anotherperson; or

ω(ii) the businessiscarriedon by a personalrepresentativewho isdeemedto bea taxableperson
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Relevant Provisions
Section Description Details

18 Availability of credit in
specialcircumstances

(6) In caseof supplyof capitalgoodsor plant and
machinery,on which input tax credit has been
taken, the registeredpersonshallpayanamount
equal to the input tax credit taken on the said
capitalgoodsor plant andmachineryreducedby
suchpercentagepoints asmay be prescribedor
the tax on the transactionvalue of suchcapital
goodsor plant andmachinerydeterminedunder
section15, whicheverishigher:

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
undersection15.

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

Supply of Capital Goods
(if ITC taken)

Tax on Transaction Value
Or 

ITC Reversal 
Whichever is higher

Tax on Transaction value on 
some specific Goods
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Relevant Provisions
Rule Description Details

40 Manner of claiming credit in
specialcircumstances.-

(2) The amount of credit in the caseof
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.

ITC available after 5%
Reductionper quarter of a
year or part thereof from
the date of the issue of
invoice
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Relevant Provisions
Section Description Details

44 Manner of reversal of
credit under special
circumstances

(6) Theamount of input tax credit for the purposes
of sub-section (6) of section 18 relating to capital
goodsshall be determined in the samemanneras
specified in clause (b) of sub-rule (1) and the
amountshallbe determinedseparatelyfor input tax
credit of central tax, State tax, Union territory tax
andintegratedtax:

Providedthat where the amount so determined is
more than the tax determined on the transaction
valueof the capitalgoods,the amount determined
shall form part of the output tax liability and the
sameshallbe furnishedin FORMGSTR-1.
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Query
Whether Input tax credit availed on capital
goodsis to be reversedin caseof supplyof such
capitalgoods?

59



Yes,in termsof Section18(6) of CGSTAct, in caseof supplyof capitalgoods
or plant and machineryon which input tax credit has been taken, the
registeredpersonwill haveto payanamountequalto:

ωInput tax credit taken on the said capital goods/ plant and machinery
reducedby the percentagepointsspecified; or
ωthe tax on the transactionvalueof suchgoods

whicheverishigher
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Query
Whether Input tax credit availedon refractory
bricks,mouldsand dies, jigs and fixtures are to
be reversedin caseof supplyof suchgoods?
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Yes. In terms of provisoto Section18(6) of CGSTAct, in caseof supplyof
suchgoodsasscrap,the registeredpersonis requiredto paythe tax on the
transactionvalueof suchgoods. Thus,in this case,unlikesection18(6), no
comparisonis required to be made between ITC taken on the capital
goods/plant and machineryreduced by the specifiedpercentagepoints
andthe tax on the transactionvalueof suchgoods.
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Queries
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Purchase Date of  Laptop Jan 01, 2018

Purchase Price 50,000

Taxes Paid 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

Particulars Amount

Input Tax Credit Availed 10,000

Less: ITC for 2 and Half  Year 5,000

1. Capital Goods Sold after ITC Utilization

GST Liability Amount

1800 or 5000 Whichever is Higher 5,000
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Purchase Date of  Laptop Jan 01, 2018

Purchase Price 50,000

Taxes Paid 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

2. Capital Goods Sold w/o ITC Utilization
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Purchase Date of  Laptop Jan 01, 2018

Purchase Price 50,000

Taxes Paid 10,000 

Sale Date 30th June , 2020

Sale Value of  Laptop NIL

Particulars Amount

Input Tax Credit Availed 10,000

Less: ITC for 2 and Half  Year 5,000

Supply r.w.ScheduleI 

3. Capital Goods Supplied after ITC 
Utilization but without any Consideration
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Purchase Date of  Laptop Jan 01, 2018

Purchase Price 50,000

Taxes Paid (No ITC Taken) 10,000 

Sale Date May 05, 2020

Sale Value of  Laptop NIL

GST Not Applicable

4. Capital Goods Supplied w/o ITC 
Utilization &  without any Consideration
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Motor Vehicles
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Query
GST on sale of old and used vehicle by an

individual(notengagedin anybusiness)?
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No, Not Supply
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Query
GST on sale of  old and used vehicle by a person 

engaged in business but currently not registered?
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Depends on Turnover, Use etc.
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Query
GST on sale of  old and used vehicle by a GST 

registered person?
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In caseswheresaleof old motorvehiclesis madeby aGSTregisteredperson,

withoutdoubtsuchasupplywill betaxableunderGSTLawandsuchaperson

needsto payGSTatapplicablerates.
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Query
Is there any difference in Rate of  GST applicable 

on sale of  old and used motor vehicles?
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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 & IGST
(NotificationNo. 9/2018ςIntegratedTax(Rate) were
alsoissued
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Query
Is there any difference in Rate of  Cessapplicable 

on sale of  old and used motor vehicles?
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Governmentalso exempted the Cessapplicableon
saleof Usedvehiclewhere input tax credit / Cenvat
Credit has not been availed, vide Notification No.
1/ 2018CompensationCess(Rate)dated 25.01.2018.
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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 differencemechanismto compute

taxablevalue on sale of old and used motor

vehicles?
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As per Notification No. 8/ 2018 Central Tax
(Rate)dated 25.01.2018the concessionalGSTrates
as discussedby us above will be applied on the
άaŀǊƎƛƴof the{ǳǇǇƭƛŜǊέwhichis to 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:
Marginof the suppliershallbe differencebetweenSaleconsiderationand
depreciatedvalueof suchvehicleson date of saleand where the margin
of suchsupplyisnegative,it shallbe ignored.
It may be noted here that the depreciatedvaluehere meansas per the
Income Tax Act. Further income tax law requires computation of
depreciationon block of assets, but for the purposeof computationof
margin as above , the depreciatedvalue should be determined for the
specificvehiclewhichisbeingsold.

ForExample:-
X Ltd had bought a motor car on 05.11.2018 for Rs5 lakhs. No ITCwas
availedbut deprecationasper IncomeTaxis availed. Supposesuchcar is
soldfor Rs2.50 lakhson 31.03.2020.

In suchcasewe needto determinedepreciatedvalueasper IncomeTax.
Therate of deprecationis15%WDV.
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