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My Dear Members,

The path to professional excellence has many
routes which includes being receptive to changes,
learning new  processes and  adapting
technological advances. Though we plan and

§ follow these promising routes but our final goal

i

Excellence. To make this goal our mission, we must look at our current progress

always remains the same — Achieve Professional

and accordingly chart the way forward. We must definitely address the
professional needs of the members to create leaders who shape the future of our

profession as well as inspire others to follow their footsteps.

We will continue our momentum and along the way achieve holistic growth for

the members and students of our Branch and ICAI.

Here, | take this opportunity to appeal to all my members that we need to take
active participation in branch activities. We are taking the right steps in that
direction and | will request all to contribute in the development of our e-

Newsletter.

With Warm Regards

Thanking You,

CA. Lokesh Kasat

CHAIRMAN, JAIPUR BRANCH OF CIRC OF ICAI
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J AIPUR CHARTERED ACCOUNTANTS'
FROM THE DESK OF SECRETARY

Respected Professional colleague,

After receiving a wonderful response to the
previous editions of our Newsletter, it gives
me immense pleasure to share the latest
t edition.

| “‘Change is inevitable” Ours is a profession
that requires constant up-gradation in knowledge as well as learning &

unlearning of topics and techniques.

With the objective of “sharing knowledge” and installing “creativity with
commitment”, we have planned a lot many interesting additions to the

newsletter, which you will find in the coming month' issues.
| hope that the readers find this issue more interesting and useful.

Looking forward to your valuable feedback and suggestions, also expecting

more contributions in form of articles for future issues of our newsletter.

With Warm Regards

CA. Kuldeep Gupta

SECRETARY, JAIPUR BRANCH OF CIRC OF ICAI
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BRANCH ACTIVITY DURING THE MONTH OF SEPTEMBER-2019

1. Mock Interview & GD for Newly Qualified Chartered Accountants (3

7™ Sept. 2019)

Committee for Members in Industry & Business, ICAI organised Mock Interview &

Group Discussion first time for Newly Qualified Chartered Accountants from 39 to 7™

September 2019 at ICAlI Bhawan, Jaipur. The purpose of this program is to built-up
confidence in Newly CAsd & prepare for better
Placement Program. In this program renowned faculties take session on HR & Technical

round.

2. Program on Sabka Vishwas (Legacy Dispute Resolution) Scheme 2019

(9.9.2019 -2 CPE)
Jaipur Branch of CIRC of ICAI organized Program on Sabka Vishwas(Legacy Dispute

Resolution) Scheme 2019 on 9.9.2019 at ICAI Bhawan, Jaipur.

Mr. P K Singh, Commissioner CGST & Excise, Mr. B L Meena Joint Commissioner, CGST
& Excise, Mr. Mahesh Kumar, Additional Commissioner, CGST & Excise, CA Prakash
Sharma, Central @uncil Member, ICAl, CA. Abhishek Sharma, Treasurer, CIRC, ICAI,
CA. Lokesh Kasat, Chairman, Jaipur Branch, CA. Kuldeep Gupta, Secretary, Jaipur
Branch & and other Managing Committee Members Jaipur Branch inaugurated the
programme by lighting the lamp.

Adv. Rahul Lakhwani was the eminent speaker of this program. He delivered the lecture

on above mentioned subject. In this program an open session also held. In this session
Mr. P K Singh, Commissioner CGST & Excise, Mr. B L Meena Joint Commissioner, CGST
& Excise, Mr. Mahesh Kumar, Additional Commissioner, CGST & Excise & CA Akash
Bargoti answered the queries raised by the participants. CA Ujjwal Sangthani was the
convenor of this program.

3. Career Counselling Programme at S. S. Jain Subodh Sr. Sec. School, B apu

Bazar, Jaipur (11.09.2019)

Under the aegis of Career Counselling Subgroup Under BOS ICAI, Jaipur Branch of
CIRC of ICAI organized Career Counselling programme for the Students of 10th, 11th
and 12th standard at S. S. Jain Subodh Sr. Sec. School, Bapu Bazar, Jaipur on
11.09.2019. CA. Ashish Sachdeva was the counsellor. He explained in details about the
CA Course to the participants. About 200 students were participated. The queries of the
students also attended satisfactorily by him.
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4. Career Counselling Programme at Adarsh Vidya Mandir, Raja Park,

Jaipur (13.09.2019)
Under the aegis of Career Counselling Subgroup Under BOS ICAI, Jaipur Branch of
CIRC of ICAI organized Career Counselling programme for the Students of 10th, 11th
and 12th standard at Adar sh vidya Mandir, Raja Park, Jaipur on 13.09.2019. CA.
Ashish Sachdeva was the counsellor. He explained in details about the CA Course to the
participants. About 190 students were participated. The queries of the students also
attended satisfactorily by him.

5. Eull Day Seminar (14.09.2019 i 6 CPE)

Jaipur Branch of CIRC of ICAI organised Full Day Seminar on Direct Tax, Labour Law &
MSME on 14" September, 2019 at ICAI Bhawan, Jaipur under the aegis of Direct Tax
Committee, ICAL.

CA Prakash Sharma, Central Counil Member-ICAI, CA. Abhishek Sharma, Treasurer

CIRC, ICAI, CA Sachin Kumar Jain, Regional Council Member & Member CICASBIRC,

CA Dinesh Kumar Jain, Regional Council MembeCIRC, CA Lokesh Kasat, Chairman,
Jaipur Branch, CA Anil Kumar Yadav, Vice ChairmanJaipur Branch, CA. Kuldeep Gupta,
Secretary, Jaipur Branch & and other Managing Committee Members Jaipur Branch
inaugurated the programme by lighting the lamp.

First Technical Session
In this session Adv. Kapil Goel Delhi was the eminent Speaker. Adv. Kapil Goel

delivered the lecture on Reassement, Penalty & Income u/s 56 (2) (x).

Second Technical Session
In this session CA. Sanjay Jhanwar & Adv. Harsha Totuka, Jaipur were the eminent

Speakers. They delivered the lecture on Relevance of recodified labour Laws for CA

Third Technical Session

In this session CA Sanjay Kumar Agarwal, DTGICAI was the eminent speaker. CA
Sanjay Kumar Agarwal delivered the lecture on A to Z of Tax Audit.

6. Career Counselling Programme at Maheshwari Balika Sr. Sec. School,
Chaura Rasta, Jaipur (18.09.2019)

Under the aegis of Career Counselling Subgroup Under BOS ICAI, Jaipur Branch
of CIRC of ICAI organized Career Counselling programme for the Students of 10th,
11th and 12th standard at Maheshwari Balika Sr. Sec. School, Chaura Rasta,
Jaipur on 18.09.2019. CA. Ashish Sachdev was the counsellor. He explained in
details about the CA Course to the participants. About 400 students were
participated. The queries of the students also attended satisfactorily by him.
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. Career Counselling Programme for students of HKH Public School,
Vaishali Nagar, Ajmer,  (18.9.2019)
Jaipur Branch of CIRC of ICAI organized Career Counselling programme for the
Students of 12th standard of HKH Public School, Ajmer at ICAI Bhawan, Jaipur on
18.9.2019. CA Lokesh Kasat and CA Kuldeep Gupta were the eminent counsellors. They
explained in details about the CA Course to the participants. About 26 students were
presented. The queries of the students also attended satisfactorily by them.

8. Jaipur Glow Run (21.09.2019)

Jaipur Branch participated in Jaipur Glow Run with the association of Jaipur Runners
Club on 21.09.2019 under the FIT INDIA CAMPAIGN. Run started from Ashok Club, G
Scheme, Jaipur for CA Members & CA Students. In thisrun CA Prakash Sharma, CCM
ICAI, CA Abhishek Sharma,Treasurer, CIRC, CA Lokesh Kasat, ChairmarnJaipur Branch,
CA Kuldeep Gupta, SecretaryJaipur Branch & other Managing Committee Members
along with CA Members & CA Students were participated. Ms. Simran $iarma, Miss
Rajasthan 2017 was the chief Guest.

9. Career Counselling Programme for students of Neerja Modi School,
Jaipur (24.9.2019

Under the aegis of Career Counselling Subgroup Under BOS ICAI, Jaipur Branch of
CIRC of ICAI organized Career Counsellingprogramme for the Students of 10th, 11th

and 12th standard at Neerja Modi School, Jaipur on 24.09.2019. CA Pawan Bhatia
was the counsellor. He explained in details about the CA Course to the participants.
About 200 students were participated. The queries of the students also attended

satisfactorily by him.

10. Orientation Programme for CAs appearing in the Campus Interview
(24.09.19)

Jaipur Branch of CIRC of ICAI conducted orientation programme for the young budding

Chartered Accountants under the aegis of Conmmittee for Members In Industry &

Business, ICAI on 24.09.2019 at ICAI Bhawan, Jaipur. This programme aimed at

imparting them with the training for appearing in the Campus Interviews scheduled on

different dates at various places in the country and achieving success there on.

The training was imparted keeping in mind about the contemporary demands of
the corporate sector. In this program Shri Yashvant Pritam, Commissioner
Commercial Taxes, Department, Rajasthan was the Chief Guest. CA. Prakash
Sharma, Centrd Council Member, ICAI & Chief Coordinator, CA. Satish Kr. Gupta,
Central Council MemberICAI, CA Anuj Goyal, Central Council MembefICAI, CA.
Sachin Kr. Jain, Regional Council Member, CIRC, CA. Dinesh Kr. Jain, Regio
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Council Member, CIRC, CA. Kuldeep Gpta, Secretary, Jaipur Branch and othe
Managing Committee Members were also present to inspire and boost up the
morale of the new Chartered Accountants. In this programme Adv. Sanjay
Jhanwar delivered the lecture on Business Communication and Corporate Ehics,
CA. Anil Bafna delivered the lecture on Opportunities in Financial Services Sector
andMs. Archana Baj was taken the session on Mock Interview.

11. Campus Placement Programme (25.09.2019)

Jaipur Branch of CIRC of ICAI participated in campus placement pragramme for the
newly qualified chartered accountants under the aegis of ICAI, New Delhi on
25.09.2019 at ICAI Bhawan, CoE, Chosla. From Jaipur Centre 06 companies participated
in this campus placement programme. The names of the companies which participated
in this campus are mentioned below : -

No Company Name

Wirpo
Spark Minda, Ashok Minda Group

Bajaj Finserv Ltd.

Price Water House Coopers Service Delivery Center (Kolkata) Pvt. Ltd.

S.
1
2
3 Tata Consultancy Servicers
4
5
6

Indosprit Distribution Ltd.

12. Career Counselling Programme for students of Parishkar College of

Global Excellence (27.9.2019)

Under the aegis of Career Counselling Subgroup Under BOS ICAI, Jaipur Branch of
CIRC of ICAI organized Career Counselling programme for the Students of 10th, 11th
and 12th standard at Parishkar College of Global Excellence, Jaipur on
27.09.2019. CA Pawan Bhatia was the counsellor. He explained in details dout the CA
Course to the participants. About 150 students were participated. The queries of the
students also attended satisfactorily by him.

Designed & Compiled by :
ITT Faculties of Jaipur Branch of ICAI
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Analysis of Post facto Discount and
Its Impact on Input Tax Credit under
the GST Regime

CA SHUBHAM SHARMA
CA PULKIT KAPOOR
CA PRACHI JAIN

Introduction
he GST Law 2017 has taken the country by storm. No doubt, this
is definitely quite a good move and has had quite a favourable
response from the masses. GST was implemented as a curative
measure of the complex indirect tax structure of India and as a
measur e of making indirect tax structure of India parallel to the
global developments and tax structure of developed countries. However, we
simply cannot deny the fact that there are some challenges which are
associated with its desired implementation. Due to th e presence of
multidimensional business houses in India, one of the most tortuous and
prone to litigation area in future is availment and utilisation of Input Tax
Credit. This article intends to confer upon the Input tax credit in case of Post
Facto Discou nt. Post facto discount is a discount which is being agreed to be
given after the supply has been effected, few examples of such discounts are
Turnover discount/Special Incentive discount/Bonus Incentive/Target
Incentive/Performance Discount. As the post facto discount is provided
after the supply has been effected, hence, it passes only through credit notes
issued by the supplier to the recipient. However, under GST regime valuation
provisions restrict all the discount to be deducted from the value of supply.
Thus, this article underscore the issues which might arise pertaining to input

tax credit in case the valuation mechanism under GST does not allow

discount to be deducted from the value of supply.
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Analysis of Legislation

he valuation of Supply comes within the ambit of Section 15 of the Central

Goods and Service tax Act. At the inception of discussion, it is requisite here to
peruse the provisions of section 15(3)(b) which deals with the post facto
discount, which are reiterated for sake of your reference -

Section 15(3) -

The value of the supply shall not include any discount which is

given &

(b) after the supply has been effected, if f

(i) such discount is established in terms of an agreement entered into at or
before the time of such supply and specifically linked to relevant invoices;
and
(ii) input tax credit as is attributable to the discount on the basis of
document issued by the supplier has been reversed by the recipient of
the supply.
From bare perusal of above it can be inferre d that discount which is given after
the supply shall not form part of the transaction value if the below mentioned
conditions are complied with -
1. The discount is established in terms of the agreement entered into at
or before the time of supply.
2. Discounti s linked to a specific supply invoice.
3. ITC attributable  to the discount is required to be reversed by the buyer
or recipient of the supply.
Hence, the intent or commercial arrangement between the supplier and buyer
would decide whether the discount in relation to any supply could reduce the
GST liability of the supplier to the extent of such discount. If post supply
discounts were not anticipated at the time of supply, it is not allowed to be
deducted from value.

However, it is imperative to note that i n the various complex business

structures operational in India there may arise instances in which the
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value of discount is either contingent (not established in terms of the

agreement) or discount is not linked to specific supply invoices.

At this junct ure, another discussion which emanate that discount post GST
regime can be segregated in two stripes -
1 Discount which is excluded while computing the Value of supply.
1 Discount which is not excluded while computing the value of supply
The above set of circ umstances can be elaborated with an example -
Telco Mobiles (hereinafter referred as 0 Su p p |)iisearmibile manufacturing

company. The company channelize its products through distributors and

dealers. As a regular trade practice and policy of the company a nd industry in
general, the supplier grants Turnover discount/Special Incentive
discount/Bonus Incentive/Target Incentive/Performance Discount to the

distributors and dealers by way of separate scheme letters for each week or
month on special occasions lik e Diwali or Christmas, etc. However, Bonus
Incentive/ Target Incentive cannot be linked to a specific supply invoices
and whether Special Incentive Discount/Performance discount IS to be
given or not, to which distributor it is to be given, what value of d iscount, it all
depends on the discretion of management and its valuation mechanism has
not been specified in the agreement entered into with distributors and dealers.
Thus, only Turnover discount can be linked to specific supply invoices and
valuation mec hanism of the same is specified in the agreement entered into
with distributors and dealers.
Now Suppose the supplier sold its Mobiles worth Rs.1,00,00,000 to Techno
Guide (hereinafter referred as Or eci p) d@ST 6charged thereon is
Rs.12,00,000 of which  the input tax credit has been availed by the Distributor.
Now, the discount for which the recipient was eligible in accordance with
agreements and managementds decision is as un
9 Turnover discount -Rs.1,00,000
9 Special Incentive discount -Rs.2,00,000
1 Bonu s Incentive -Rs.3,00,000

Page | 10
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1 TargetIncentive -Rs.1,50,000
T Performance Discount -Rs.2,50,000

On the basis of percipient perusal of above discussion we can conclude that
the discount which is eligible for exclusion from value of supply is turnover
discount, hence Credit note in GST can be issued only in respect of turnover
discount i.e.,Rs.1,00,000 and IGST of Rs.12,000 thereon. Thus, for the
remaining value of discount, the commercial credit note will be issued for
Rs.9,00,000. Thus, the amount which is finally pa id by the distributor to the
supplier including the GST is Rs.10,188,000. However, the value of supply in
accordance with provisions of Section 15 of the Act in the instant case is
Rs.99,00,000/ -. Furthermore, the Amount of ITC which has been availed by
the recipient in relation to above transaction netting the credit note is
Rs.11,88,000/ -.
At this juncture, it is indispensable to confer about section proviso to section
16(2), that deals with ineligibility of input tax credit in certain cases, same is
reiterated for sake of your reference -
Provided further that where a  recipient fails to pay to the supplier of
goods or services or both, other than the supplies on which tax is payable
on reverse charge basis, the amount towards the value of supply
along wi th tax payable thereon within a period of one hundred and
eighty days from the date of issue of invoice by the supplier, an
amount equal to the input tax credit availed by the recipient shall
be added to his output tax liability , along with interest thereon, in
such manner as may be prescribed:
The second proviso to sub -section (2) of Section 16 (highlighted above)
links the availability of ITC with the payment duration in respect of
supply of goods or services between the vendor and the customer. The
proviso aims to restrict the input tax credit of inward supplies received

by a taxpayer if the value of such inward supplies along with tax is

not made to the vendor within a period of 180 days from the date of

Page | 11
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the invoice . This move, which is reminiscent of the Rule 4(7) of the

CENVAT Credit Rules, 2004, can be assumed to be inserted to safeguard
the interest of the vendor by ensuring that he receives payment from the
customer within 180 days. However, it is imperative to note here that the
value of suppl y has been defined under section 15 of the Central goods
and Service tax Act.
Now, the questi on t hretfailue o pae wlueiobsuppphat 60
mentioned in proviso has not been addressed anywhere in the GST legislation,
however, in a recently a conclusion on the similar facts has been adopted by
the Advance Ruling Authority of Tamil Nadu ( 0 AR A in the case of M/s MRF
Limited (Order No.5/AAR/2019 Dated 22.01.2019). The ARA adopted a view
that what should be paid by a recipient to the supplier is t he oValue of sup
as defined wunder section 150 and the issuanc
not be construed as payment being made in respect of Value of supply.
Now, Applying the above discussed rationale adopted by the ARA to the instant
case of the recipient(Techno guide), it is judicious to note that Value of supply
in accordance with provisions of section 15 is Rs 99,00,000 and tax thereon is
Rs. 11,88,000. Hence in accordance with interpretation adopted by ARA of

proviso to section 16(2), the amo unt which should be paid to the supplier by

the recipient is Rs.11,088,000/ -. However, due to issuance of commercial
credit note, the amount which is paid by the recipient is Rs.10,188,000. Hence,
there emerges an issue in relation to ITC on the value of ¢ ommercial credit Note

that is of Rs.9,00,000. As the whole value of supply has not been paid to the
supplier, the recipient becomes ineligible in respect of credit of Rs. 1,08,000
which relates to commercial credit notes on account of provisions of proviso to
section 16(2) as discussed above . The same conclusion has been adopted by
the Advance Ruling Authority of Tamil Nadu in the case of M/s MRF Limited
(Order No.5/AAR/2019 Dated 22.01.2019).

However, on the contrast to above another view which might come into

picture is that the commercial credit Note in the instant case is

equivalent to the payment made in respect of such value of supply, as

Page | 12
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this is just a mutually agreed payment settlement m echanism, thus,

even when commercial credit note is issued, it results in the settlement

of the consideration in respect of the such supply, thereby not requiring

the recipient to reverse the Input Tax credit. However such view is

litigative and not conclu  sive but supports the commercial understanding

of the parties since there is no failure on the part of the recipient to pay

the consideration.
Conclusion
On the conjoined perusal of above discussion, it can be concluded, despite
considerations of the vario us litigation in the previous regime while framing the
GST regime, there still persist various disputes in relation various issues. The
above discussion is one of the area, which might emerge in future. Hence, it is
advisable to all the channel partners of such an arrangement to take
caution while framing the agreements, so that they can be saved in case

of any future conflicts.

DISCLAIMER: The entire contents of this document have been developed

on the basis of relevant statutory provisions and as per the information
existing at the time of the preparation. Though the authors have made

utmost efforts to provide authentic information however, the material

contained in this document does not constitute/substitute professional

advice that may be required befor e acting on any matter. The authors
expressly disclaim all and any liability to any person who has read this
document, or otherwise, in respect of anything, and of consequences of

anything done, or omitted to be done by any such person in reliance upon

the contents of this document.
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