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INTRODUCTION

Goods and Services Tax (GST) is a very significant step in the field of indirect tax
reforms in India. By amalgamating a large number of Central and State taxes into
a single tax, it is intended to mitigate cascading or double taxation in a significant
way and cover the way for a common national market. From the consumer point
of view, the biggest advantage is in terms of a reduction in the overall tax burden
on goods, which is currently estimated to be around 5%-28%. Introduction of
GST would also make Indian products competitive in the domestic and international
markets. GST Council is the governing body of GST having 33 members, out of
which 2 members are of centre and 31 members are from 28 state and 3 Union
territories with legislation. The council contains the following members

(a) Union Finance Minister (as chairperson)
(b) Union Minister of States incharge of revenue or finance (as member)
(c) The ministers of states in charge of finance or taxation or other ministers

as nominated by each state government (as member).
 GST Council is an apex member committee to modify, reconcile or to

procure any law or regulation based on the context of goods and services tax in
India. The GST council is responsible for any revision or enactment of rule or any
rate changes of the goods and services in India. The subject “GST” includes the
concept of important terms of SGST, the basic elements of GST, scope of supply
and the levy and collection of tax.

This unit includes the concept of important terms of SGST, the basic elements
of GST, scope of supply and the levy and collection of tax. GST is a consumption
based tax ultimately borne by the end consumer of a goods or service. Throughout
the value chain, businesses and consumers pay GST on their purchases. However,
if the purchase was made by a business for sale to a customer, then the business
can claim input tax credit to set-off GST liability. Thus, through the use of input tax
credit mechanism, the GST liability is pushed to the end-consumer.

 As per Section 2(30) of the Central Goods and Services Tax (CGST) Act,
2017, the term “composite supply” means a supply made by a taxable person to
a recipient consisting of two or more taxable supplies of goods or services or
both, or any combination thereof, which are naturally bundled and supplied in
conjunction with each other in the ordinary course of business, one of which is a
principal supply.

The authors describe concept of time of supply of goods and services, the
concept of value of supply of goods and services, the input tax credit and GST tax
liabilities, the registration under CGST/SGST, and the return of filling, payment of
tax and refund under the Act. Supply includes all forms of supply of goods or
services or both such as sale, transfer, barter, exchange, licence, rental, lease or
disposal made or agreed to be made for a consideration by a person in the course
or furtherance of business. It also includes import of services for consideration
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whether or not in the course or furtherance of business. Time of supply shall be the
earliest of the following: date of receipt of goods by the recipient or date on which
the payment is entered in the books of accounts of the recipient or date on which
payment is debited in the bank account of the recipient or date immediately following
30 days from the date of issue of invoice by the supplier or date of entry in the
books of accounts of the recipient. Subramanian committee suggested along with
the defined GST laws and regulations, that the refund application must be entertained
within the period of 90 days and must be processed in the same time period. If in
any case the application could not be processed within the given time framework
there is a 6 percent of interest recommended along with the refund amount.

Composition scheme under the law is for small businesses. This is to bring
relief to small businesses so that they need not be burdened with the compliance
provisions under the law. Thus, an option has been provided where they can opt
to pay a fixed percentage of turnover as fees in lieu of tax and be relieved from the
detailed compliance of the provisions of law. Composition levy would be generally
opted by persons who are supplying goods & services or both to the end consumer.
GST Council extended the benefits of the composition scheme to service providers
as well on 10th January, 2019. This scheme relaxes the tax compliances and
payments for individuals having a turnover within the specified limits. As such, this
scheme can be a great boon for your venture as it enhances your liquidity. An
exemption is a deduction allowed by law to reduce the amount of income that
would otherwise be taxed. The Internal Revenue Service (IRS) offers two types
of exemptions: personal and dependent exemptions. An example of an exemption
is the reduction in taxes granted for dependent children (under the age of 18) living
with the tax filer.

As provided for in Article 279A of the Constitution, the Goods and Services
Tax Council (the Council) was notified with effect from 12th September, 2016.
The Council is comprised of the Union Finance Minister (who will be the Chairman
of the Council), the Minister of State (Revenue) and the State Finance/Taxation
Ministers as members. Many countries in the world have a single unified GST
system i.e. single tax applicable throughout the country.

 However, in federal countries like Brazil and Canada, a dual GST system
is prevalent whereby GST is levied by both the federal and state or provincial
governments. In India, a dual GST is proposed whereby a Central Goods and
Services Tax (CGST) and a State Goods and Services Tax (SGST) will be levied
on the taxable value of every transaction of supply of goods and services. The
GST is expected to foster increased efficiencies in the economic system thereby
lowering the cost of supply of goods and services.

Customs duty is on imports into India and export out of India. The power
to levy customs duty is derived from Entry 83 of Union List of the Seventh Schedule
to the Constitution of India, which reads as, “Duty of Customs including export
duties”. Thus, the power to make laws in respect of Customs duty vests with the
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Central Government. The tax receipts on account of customs duty are solely
enjoyed by the Union. Section 12 of Customs Act, often called charging section,
provides that duties of customs shall be levied at such rates as may be specified
under ‘The Customs Tariff Act, 1975’, or any other law for the time being in force,
on goods imported into or exported from, India.

The Value may be either
(a) ‘Value’ as defined in section 14(1) of Customs Act or
(b) Tariff value prescribed under section 14(2) of Customs Act  (in some

cases tariff values are fixed by the central government from time to time
for some specified goods.

Once the tariff value of any commodity is fixed, then the value for determination
of duty is not the value u/s 14(1), but it will be the tariff value. Transaction value at
the time and place of importation or exportation, when price is sole consideration
and buyer and sellers are unrelated is the basic criteria for ‘value’ u/s 14(1) of
Customs Act.

Dr. Usha Devi N.
Dr. Shruthi Prabhakar
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UNIT 1 CGST/SGST – I

Structure
1.0 Introduction
1.1 Objectives
1.2 Genesis of GST
1.3 Concept of GST
1.4 Salient Features of GST
1.5 Needs, Scope and Impact for GST
1.6 Advantages of GST
1.7 Important Terms and Definitions of GST
1.8 Supply
1.9 Types of Supply

1.10 Levy and Collection of Tax under CGST Act, 2017
1.11 Answers to ‘Check Your Progress’
1.12 Summary
1.13 Key Terms
1.14 Self-Assessment Questions and Exercises
1.15 Further Reading

1.0 INTRODUCTION

The introduction of Goods and Services Tax (GST) is a very significant step in the
field of indirect tax reforms in India. By amalgamating a large number of Central
and State taxes into a single tax, it is intended to mitigate cascading or double
taxation in a significant way and cover the way for a common national market.
From the consumer point of view, the biggest advantage is in terms of a reduction
in the overall tax burden on goods, which is currently estimated to be around 5%-
28%. Introduction of GST would also make Indian products competitive in the
domestic and international markets. Studies show that this would impact the
economic growth. Last but not the least, this tax, because of its transparent and
self-policing character, would make it easier to administer.

1.1 OBJECTIVES

After going through this unit, you will be able to:
Explain the concept of important terms of SGST
Discuss the basic elements of GST
Describe the meaning and scope of supply
Examine the levy and collection of tax
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1.2 GENESIS OF GST

The idea of moving towards the GST was first mooted by the then Union Finance
Minister in his Budget for 2006-07. Initially, it was proposed that GST would be
introduced from 1st April, 2010. The Empowered Committee of State Finance
Ministers (EC) which had formulated the design of State VAT was requested to
come up with a roadmap and structure for the GST. Joint Working Groups of
officials having representatives of the States as well as the Centre were set up to
examine various aspects of the GST and draw up reports specifically on exemptions
and thresholds, taxation of services and taxation of inter-state supplies. Based on
discussions within and between it and the Central Government, the EC released
its First Discussion Paper (FDP) on GST in November, 2009. This spells out the
features of the proposed GST and has formed the basis for discussion between
the Centre and the States so far.

GST and Centre-State Financial Relations

Currently, fiscal powers between the Centre and the States are clearly demarcated
in the Constitution with almost no overlap between the respective domains. The
Centre has the powers to levy tax on the manufacture of goods (except alcoholic
liquor for human consumption, opium, narcotics etc.), while the States have the
powers to levy tax on sale of goods. In case of inter-state sales, the Centre has the
power to levy a tax (the Central Sales Tax) but, the tax is collected and retained
entirely by the originating States. As for services, it is the Centre alone that is
empowered to levy service tax. Since the states are not empowered to levy, any
tax on the sale or purchase of goods in the course of their importation into or
exportation from India, the Centre levies and collects this tax as additional duties
of customs, which is in addition to the Basic Customs Duty. This additional duty of
customs (commonly known as CVD and SAD) counter balances excise duties,
sales tax, State VAT and other taxes levied on the like domestic product.
Introduction of GST would require amendments in the Constitution so as to
concurrently empower the Centre and the States to levy and collect the GST.

The assignment of concurrent jurisdiction to the Centre and the States for
the levy of GST would require a unique institutional mechanism that would ensure
that decisions about the structure, design and operation of GST are taken jointly
by the two. For it to be effective, such a mechanism also needs to have
Constitutional force.

The Journey of GST in India

1. “A Model Roadmap for Goods and Services Tax in India” by
Empowered Committee of State Finance Ministers in April, 2008

2. “GST Reforms and Inter-Governmental Considerations in India” by
Department of Economic Affairs, Ministry of Finance, Government of
India in March, 2009
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3. “First Discussion Paper on Goods and Services Tax In India” by
Empowered Committee of State Finance Ministers in November, 2009

4. “Report of Task Force – 13th Finance Commission” by Task force set
up by 13th Finance Commission in December, 2009

5. “Comments of Department of Revenue on First Discussion Paper” by
Department of Revenue in January, 2010.

6. “115th Constitution Amendment (GST) Bill, 2011” by Central
Government in March, 2011

7. “Report on the 115th Constitution Amendment (GST) Bill, 2011” by
Parliamentary Standing Committee on Finance in August, 2013

8. “122nd Constitution Amendment (GST) Bill, 2014” by Central
Government in December, 2014 (as the earlier bill lapsed)

9. “Report on the 122nd Constitution Amendment (GST) Bill, 2014” by
Select Committee of Rajya Sabha in July, 2015

10. “Report on the Revenue Neutral Rate and Structure of Rates for the
Goods and Services Tax” by Committee headed by the Chief Economic
Adviser Dr. Arvind Subramanian on Possible Tax Rates under GST in
December, 2015

11. Reports of the Joint Committee on Business Process for GST on GST
Payment Process, GST Registration, GST Refund and GST Return by
Empowered Committee of State Finance Ministers in the year 2015

Fig. 1.1:  The Journey of GST in India

Constitution (115th

Amendment)Bill introduced

Constitution (122nd  Amendment)Bill
(CAB) introduced in Lok Sabha

Announcement
to introduce
GST by 2010

Mar 2017

12 GST Council
Meetings

CGST, SGST,
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Compensation
Cess Bills
recommended
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First Discussin Paper (FDP) released by EC
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2013
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2016

2014

2011

2006
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12. GST Bill Passed in Rajya Sabha on 3rd August 2016 (03-08-2016)
13. When GST is made Applicable – Modi Government Want to make

applicable GST Bill From 1st July 2017, Due to Some Legal Problems
GST Bill is could not be made applicable before 1st July 2017.

14. In 2017, Four GST related Bills became Act following President’s assent
& passage in Parliament:
(a) Central GST Bill
(b) Integrated GST Bill
(c) Union Territory GST Bill
(d) GST (Compensation to States) Bill

15. In 2017, GST Council finalized the GST Rules and GST Rates.

Constitution (One Hundred and First) Amendment Act, 2016

To address all these and other issues, the Constitution (122nd Amendment) Bill was
introduced in the 16th Lok Sabha on 19.12.2014. The Bill provides for a levy of
GST on supply of all goods or services except for alcohol for human consumption.
The tax shall be levied as Dual GST separately but concurrently by the Union (Central
tax - CGST) and the States (including Union Territories with legislatures) (State tax
- SGST) / Union territories without legislatures (Union territory tax- UTGST). The
Parliament would have exclusive power to levy GST (integrated tax - IGST) on
inter-State trade or commerce (including imports) in goods or services. The Central
Government will have the power to levy excise duty in addition to the GST on
tobacco and tobacco products. The tax on supply of five specified petroleum products
namely crude, high speed diesel, petrol, ATF and natural gas would be levied from a
later date on the recommendation of GST Council.

A Goods and Services Tax Council (GSTC) shall be constituted comprising
the Union Finance Minister, the Minister of State (Revenue) and the State Finance
Ministers to recommend on the GST rate, exemption and thresholds, taxes to be
subsumed and other features. This mechanism would ensure some degree of
harmonization on different aspects of GST between the Centre and the States as
well as across States. One half of the total number of members of GSTC would
form quorum in meetings of GSTC. Decision in GSTC would be taken by a majority
of not less than three-fourth of weighted votes cast. Centre and minimum of 20
States would be required for majority because Centre would have one-third
weightage of the total votes cast and all the States taken together would have
two-third of weightage of the total votes cast.

The Constitution Amendment Bill was passed by the Lok Sabha in May,
2015. The Bill was referred to the Select Committee of Rajya Sabha on
12.05.2015. The Select Committee had submitted its Report on the Bill on
22.07.2015. The Bill with certain amendments was finally passed in the Rajya
Sabha and thereafter by Lok Sabha in August, 2016. Further the bill had been
ratified by required number of States and received assent of the President on 8th
September, 2016 and has since been enacted as Constitution (101st Amendment)
Act, 2016 w.e.f. 16th September, 2016.
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1.3 CONCEPT OF GST

GST is a value added tax, levied at all points in the supply chain with credit allowed
for any tax paid on inputs acquired for use in making the supply. It would apply to
both goods and services in a comprehensive manner with exemptions restricted to
a minimum.

In keeping with the federal structure of India, it is proposed that GST be
levied concurrently by the Centre (CGST) and the States (SGST). It is expected
that the base and other essential design features would be common between CGST
and SGST, across SGSTs for the individual States. Both CGST and SGST would
be levied on the basis of the destination principle. Thus, exports would be zero-
rated, and imports would attract the tax in the same manner as domestic goods
and services. Inter-State supplies within India would attract an Integrated GST
(aggregate of CGST and the SGST of the destination State).

In addition to the IGST, in respect of supply of goods, an additional tax of
up to 1% has been proposed to be levied by the Centre. The revenue from this tax
is to be assigned to the origin states. This tax is proposed to be levied for initial
two years or such longer period as recommended by the GST Council.

Meaning of GST

In simple words, Goods and Services Tax (GST) is an indirect tax levied on the
supply of goods and services. This law has replaced many indirect tax laws that
previously existed in India.

According to Goods and Services Tax (GST) Act, 2017, GST means tax
on supply of goods or services or both, except taxes on supply of alcoholic liquor
for human consumption and petroleum products.

In other words, GST is a consumption based tax ultimately borne by the
end consumer of a goods or service. Throughout the value chain, businesses and
consumers pay GST on their purchases. However, if the purchase was made by a
business for sale to a customer, then the business can claim input tax credit to set-
off GST liability. Thus, through the use of input tax credit mechanism, the GST
liability is pushed to the end-consumer.

Definition of GST

According to Goods and Services Tax (GST) Act, 2017, GST means tax on
supply of goods or services or both, except taxes on supply of alcoholic liquor for
human consumption, tobacco products and petroleum products.

1.4 SALIENT FEATURES OF GST

The salient features of GST are as under:
(i) GST is applicable on “supply” of goods or services or both in India.

Further, it is applicable with effect from 1.7.17(including Jammu and
Kashmir w.e.f 8.7.2017). Area upto 200 nautical miles inside the sea is
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India for the purpose of levy of GST and area up to 12 nautical miles
inside the sea is part of state or union territory for the purpose of levy of
GST.

(ii) GST is based on the principle of destination based consumption taxation
i.e. tax is payable in the state where goods /services or both are finally
consumed.

(iii) CGST and SGGST will be levied in case of intra-state supply of goods/
services. Further, CGST (Central GST) will be collected by the central
Government and SGST (State GST) will be collected by the State
Government /Union Territory.

(iv) An Integrated GST (IGST) will be levied on inter-State supply (including
stock transfers) of goods/services. This will be collected by the Centre
so that the credit chain is not disrupted.(IGST is applicable, if supply is
beyond 12 nautical miles but up to 200 nautical miles)

(v) Import of goods/services will be treated as inter-State supplies and will
be subject to IGST. In addition to IGST, the basic customs duty,
education cess, secondary and higher education cess, GST compensation
cess will be applicable.

(vi) GST will replace the following taxes currently levied and collected by
the Centre:
(a) Central Excise Duty.
(b) Duties of Excise (Medicinal and Toilet Preparations).
(c) Additional Duties of Excise (Goods of Special Importance).
(d) Additional Duties of Excise (Textiles and Textile Products).
(e) Additional Duties of Customs (commonly known as CVD).
(f) Special Additional Duty of Customs (SAD).
(g) Service Tax.
(h) Cesses and surcharges.

(vii) State taxes that would be subsumed within the GST are:
(a) State VAT.
(b) Central Sales Tax.
(c) Purchase Tax.
(d) Luxury Tax.
(e) Entry Tax (All forms).
(f) Entertainment Tax (except those levied by the local bodies).
(g) Taxes on advertisements.
(h) Taxes on lotteries, betting and gambling.
(i) State cesses and surcharges.
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(viii) GST will apply to all goods/services except Alcohol for human
consumption, (Alcoholic liquor will be subject to sales tax and this product
will be out of GST) and petroleum products viz., petroleum crude, high
natural gas and aviation turbine fuel.(Central excise duty will continue
on petroleum products)

(ix) Tobacco products will be subject to excise duty plus GST. In addition,
GST compensation cess will be payable on tobacco products, pan
masala, coal, aerated waters and motor cars.

(x) A common threshold exemption would apply to both CGST and SGST.
Taxpayers with an annual turnover of 20 lakh (10 lakh for special category
States as specified in article 279A of the Constitution viz., Himachal
Pradesh and Uttarkhand) would be exempt from GST. A compounding
option (i.e., to pay tax at a flat rate without credits) would be available
to small taxpayers (including to specified category of manufacturers and
service providers) having an annual turnover of up to 75 lakh.

(xi) Credit of CGST paid on inputs may be used only for paying CGST on
the output. The credit of SGST/UTGST paid on inputs may be used
only for paying SGST/UTGST. The credit will be permitted to be utilized
in the following manner:
(a) ITC of CGST allowed for payment of CGST & IGST in that order;
(b) ITC of SGST allowed for payment of SGST & IGST in that order;
(c) ITC of UTGST allowed for payment of UTGST & IGST in that

order;
(d) ITC of IGST allowed for payment of IGST, CGST & SGST/

UTGST in that order. ITC of CGST cannot be used for payment of
SGST/UTGST and vice versa.

(xii) GST council is apex constitutional body, which will determine policies
of GST.

(xiii) Various modes of payment of tax are available to the taxpayer viz.,
internet banking, Debit/credit card and National Electronic Funds Transfer
(NEFT)/Real Time Gross Settlement (RTGS).

(xiv) Normally, GST is payable, when supply is made or when payment is
received, whichever is earlier. GST of current month is payable by 20th
of the following month. However, a few persons can pay tax on quarterly
basis.

(xv) The rates of IGST is NIL, 0.1%, 0.25%, 3%, 5%, 12%, 18% and
28%. In case of supply within the state, CGST and SGST will be 50%
each of IGST rates. Further, the general rate of GST on supply of services
is 18%. Exemption is available to some services like health care services,
educational services, agriculture related services (upto primary stage),
renting for residential purposes, religious services etc.  Services by
employee to employer, services by courts, funeral related activities are
totally excluded from the definition of service.
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(xvi) If destination of goods is out of India, place of supply will be out of
India even when supplier and recipient of service are in India.

Objectives of GST
The objectives of GST are as follows:

(i) To make a unified law by involving all the tax bases, laws and
administration procedures across the country.

(ii) To ensure consumption based taxation.
(iii) To ensure uniform GST Registration, payment and Input tax Credit.
(iv) To ensure that the cascading effect of tax on tax is eliminated.
(v) To improve the competitiveness of the original goods/services and

thereby Improving the GDP ratio too.
(vi) To reduce tax evasion and corruption.
(vii) To reduce the complications in tax administration and compliance.

Check Your Progress

1. Mention any four objectives of GST.
2. What are the exempt supplies comprise the following three types of supplies?

1.5 NEEDS, SCOPE AND IMPACT FOR GST

Need for GST in India

There is a saying in Kautilaya's Arthshastra, the first book on economics in the
world, that the best taxation regime is the one which is "liberal in assessment and
ruthless in collection". The proposed GST seems to be based on this very principle.

Firstly, while the present system allows for multiplicity of taxes being collected
through an inefficient and non-transparent system, the introduction of GST is likely
to rationalize it and thereby plug the loop-holes in this system. This will enable the
government to stop pilferage and rationalize the overall taxation regime. While
many areas are either under-taxed or non-taxed or over-taxed, the GST will help
reduce overall tax burden of many organizations.

Introduction of an integrated Goods and Services Tax (GST) to replace the
existing multiple tax structures of Centre and State taxes is not only desirable but
imperative in the emerging economic environment. Increasingly, services are used
or consumed in production and distribution of goods and vice versa. Separate
taxation of goods and services often requires splitting of transactions value into
value of goods and services for taxation, which leads to greater complexities,
administration and compliances costs.

Further, Indian economy is getting more and more globalised. In recent
times, a number of Free Trade Agreements (FTAs) have been signed, which will
allow imports into India duty free or at very low duties. Hence, there is need to
have a nation-wide simple and transparent system of taxation to enable the Indian
industry to compete not only internationally, but also in the domestic market.
Integration of various Central and State taxes into a GST system would make it
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possible to give full credit for inputs taxes collected. GST being a destination-
based consumption tax based on VAT principle, would also greatly help in removing
economic distortions caused by present complex tax structure and will help in
development of a common national marked.

A basic pre-requisite for introduction of GST meaningfully is that both the
Centre and the State should replace existing taxes like Excise, State Sales Tax/
VAT, CST, Entry Tax and all other cascading-type Central/ State levies on goods
and services. Any losses on account of abolition of multiple taxes are likely to be
balanced by the additional GST revenues that will be obtained from taxation of
services and from access to GST on imports. Moreover, India would obtain full
efficiencies of a single national VAT, while retaining a federal structure. This would
also be the logical conclusion of the efforts that have been made in the country
during last 2 decades in moving towards VAT.

Scope of GST

GST shall cover all goods and services, except alcoholic liquor for human
consumption, for the levy of goods and services tax. In case of petroleum and
petroleum products, it has been provided that these goods shall not be subject to
the levy of Goods and Services Tax till a date notified on the recommendation of
the Goods and Services Tax Council.

Proposed Article 279A of the Bill provides for constitution of Goods and
Services Tax Council to examine issues relating to goods and services tax and
make recommendations to the Union and the States on parameters like rates,
exemption list and threshold limits. The Council shall function under the Chairmanship
of the Union Finance Minister and will have the State Union Minister as its members.

All goods and services are covered under GST Regime except Alcoholic
liquor for Human Consumption, Tobacco Products subject to levy of GST and
Centre may also levy excise duty.
GST Council is yet to decide the incidence and levy of GST on following:

(a) Crude Petroleum
(b)  High Speed Diesel (HSD)
(c)  Motor Spirit (Petrol)
(d)  Natural Gas
(e) Aviation Turbine Fuel

Impact of GST
GST would be one of the most significant fiscal reforms of independent India.
GST is expected to result in major rationalization and simplification of the
consumption tax structure at both Centre and State levels. It is expected to replace
all indirect taxes, thus avoiding multiple layers of taxation that currently exist in
India.

Depending on the final GST base and rate, there will be a significant
redistribution of tax across different goods and services. Goods currently subject
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to both Centre and State taxes should experience a net reduction in tax, with
positive impact on consumer demand.

Besides simplifying the current system and lowering the costs of doing
business, GST will call for a fundamental redesign of supply chains. It will affect
how the companies operate their businesses, presenting significant opportunities
for long-term revenue and margin improvement.

For instance, under the current tax structure, supply chains are invariably
designed to minimize the burden of the Central Sales Tax, with distribution centres
located in individual States where the consumers are located. They are sub-optimal
from a strategic and economic perspective. The elimination of the central sales tax
will provide an opportunity to optimize supply chains, enabling companies to re-
evaluate existing procurement patterns and distribution and warehousing
arrangements.

GST is also expected to result in a reduction in inventory costs. Dealers
would be able to claim a credit for the tax paid on their inventories, leading to
improved cash flows.

A successful implementation of GST is significantly dependent on IT
capability – not just at the tax administration level but also at the taxpayer level.
Efforts will be required to change existing IT systems for GST enablement which
could be complex, challenging and lengthy task for the IT department.

1.6 ADVANTAGES OF GST

For Citizens

(i) Simpler tax system.
(ii) Reduction in prices of goods and services due to elimination of cascading.
(iii) Uniform prices throughout the country.
(iv) Transparency in taxation system.
(v) Increase in employment opportunities.

For Trade/Industry
(i) Reduction in multiplicity of taxes.
(ii) Mitigation of cascading/double taxation.
(iii) More efficient neutralization of taxes especially for exports.
(iv) Development of common national market.
(v) Simpler tax regime fewer rates and exemptions.

For Central/State Governments

(i) A unified common national market to boost Foreign Investment and
“Make in India” campaign.

(ii) Boost to export/manufacturing activity, generation of more employment,
leading to reduced poverty and increased GDP growth.
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(iii) Improving the overall investment climate in the country which will benefit
the development of states.

(iv) Uniform SGST and IGST rates to reduce the incentive for tax evasion.

Benefits of implementing GST

The benefits of GST can be summarized as under:

For Business and Industry
(i) Easy compliance: A robust and comprehensive IT system would be

the foundation of the GST regime in India. Therefore, all tax payer
services such as registrations, returns, payments, etc. would be available
to the taxpayers online, which would make compliance easy and
transparent.

(ii) Uniformity of tax rates and structures: GST will ensure that indirect
tax rates and structures are common across the country, thereby increasing
certainty and ease of doing business. In other words, GST would make
doing business in the country tax neutral, irrespective of the choice of
place of doing business.

(iii) Removal of cascading: A system of seamless tax-credits throughout
the value-chain and across boundaries of States, would ensure that there
is minimal cascading of taxes. This would reduce hidden costs of doing
business.

(iv) Improved competitiveness: Reduction in transaction costs of doing
business would eventually lead to an improved competitiveness for the
trade and industry.

(v) Gain to manufacturers and exporters: The subsuming of major
Central and State taxes in GST, complete and comprehensive set-off of
input goods and services and phasing out of Central Sales Tax (CST)
would reduce the cost of locally manufactured goods and services. This
will increase the competitiveness of Indian goods and services in the
international market and give boost to Indian exports. The uniformity in
tax rates and procedures across the country will also go a long way in
reducing the compliance cost.

For Central and State Governments
(i) Simple and easy to administer: Multiple indirect taxes at the Central

and State levels are being replaced by GST. Backed with a robust end-
to-end IT system, GST would be simpler and easier to administer than
all other indirect taxes of the Centre and State levied so far.

(ii) Better controls on leakage: GST will result in better tax compliance
due to a robust IT infrastructure. Due to the seamless transfer of input
tax credit from one stage to another in the chain of value addition, there
is an inbuilt mechanism in the design of GST that would incentivize tax
compliance by traders.
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(iii) Higher revenue efficiency: GST is expected to decrease the cost of
collection of tax revenues of the Government and will therefore, lead to
higher revenue efficiency.

For the Consumer
(i) Single and transparent tax proportionate to the value of goods

and services: Due to multiple indirect taxes being levied by the Centre
and State, with incomplete or no input tax credits available at progressive
stages of value addition, the cost of most goods and services in the
country today are laden with many hidden taxes. Under GST, there
would be only one tax from the manufacturer to the consumer, leading
to transparency of taxes paid to the final consumer.

(ii) Relief in overall tax burden: Because of efficiency gains and
prevention of leakages, the overall tax burden on most commodities will
come down, which will benefit consumers.

Why GST? Benefits of GST

To Trade

1. Reduction in multiplicity of taxes.
2. Mitigation of cascading/double taxation.
3. More efficient neutralization of taxes especially for exports.
4. Development of common national market.
5. Simpler tax regime-

(a) Fewer rates and exemptions.
(b) Distinction between Goods and Services no longer required.

To Consumers

1. Simpler Tax system.
2. Reduction in prices of goods and services due to elimination of cascading.
3. Uniform prices throughout the country.
4. Transparency in taxation system. Increase in employment opportunities.

The implementation of GST has the following challenges

(a) Challenging time frame of rolling out GST by 1st July, 2017.
(b) Infrastructure and Technology up-gradation of tax system particularly

of the States.
(c) Up-gradation of IT systems of trade and industry.
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1.7 IMPORTANT TERMS AND DEFINITION OF
GST

Aggregate Turnover
 “Aggregate turnover” means the aggregate value of all taxable supplies, (excluding
the value of inward supplies on which tax is payable by a person on reverse charge
basis), exempt supplies, exports of goods or services or both and inter-state
supplies of persons having the same Permanent Account Number, to be computed
on an all-India basis but excludes Central tax, State tax, Union territory tax,
Integrated tax and cess.

Adjudicating Authority

As per Section 2(4) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “adjudicating authority” means any authority, appointed or authorized to
pass any order or decision under this Act, but does not include the Central Board
of Excise and Customs, the Revisional Authority, the Authority for Advance Ruling,
the Appellate Authority for Advance Ruling, the Appellate Authority and the
Appellate Tribunal.

Appointment of Adjudicating Authority

1. For the purpose of adjudication, the Central Government may, by an
order published in the Official Gazette, appoint as many officers of the
Central Government as it may think fit, as the Adjudicating Authorities
for holding an inquiry against the person, who has committed the specified
offence.

2. The Central Government, while appointing the Adjudicating Authorities,
shall specify in the order published in the Official Gazette their respective
jurisdiction.

3. No Adjudicating Authority shall hold an enquiry, except upon a complaint
in writing made by any officer authorized by a general or special order
by the Central Government.

4. The said person may appear either in person or take the assistance of a
legal practitioner or a chartered accountant of his choice for presenting
his case before the Adjudicating Authority.

5. Every Adjudicating Authority shall have the same powers of a civil court,
which are conferred on the Appellate Tribunal.

6. Every Adjudicating Authority shall deal with the compliant, as
expeditiously as possible and endeavor shall be made to settle the dispute
within one year from the date of receipt of the complaint

Adjudicating Authorities Composition and Powers
1. An Adjudicating Authority shall consist of a Chairperson and two other

Members, provided that one Member shall be a person having experience
in the field of law, administration, finance or accountancy.
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2. The Central Government shall appoint a Member to be the Chairperson
of the Adjudicating Authority.

3. The Chairperson may transfer a Member from one Bench to another
Bench.

4. If at any stage of the hearing of any case, it appears to the Chairperson
or a Member that the case is of such a nature that it ought to be heard
by a Bench consisting of two Members, the case may be transferred by
the Chairperson to such Bench as the Chairperson may deem fit.

5. The Chairperson and every Member shall hold office for a term of five
years from the date on which he enters upon his office, Provided that no
Chairperson or other Member shall hold office after he has attained the
age of sixty-two years.

6. The salary and allowances payable to and the other terms and conditions
of service of the Member shall be clearly prescribed.

7. If, any vacancy occurs in the office of the Chairperson or any other
Member, then, the Central Government shall appoint another person in
accordance with the provisions of this Act to fill the vacancy.

8. The Chairperson or any other Member shall not be removed from his
office except by an order made by the Central Government after giving
necessary opportunity of hearing.

9. In the event of the occurrence of any vacancy in the office of the
Chairperson by reason of his death, resignation or otherwise, the senior-
most Member shall act as the Chairperson of the Adjudicating Authority
until the date on which a new Chairperson, appointed in accordance
with the provisions of this Act to fill such vacancy, enters upon his office.

10. When the Chairperson of the Adjudicating Authority is unable to discharge
his functions owing to absence, illness or any other cause, the senior-
most Member shall discharge the functions of the Chairperson of the
Adjudicating Authority until the date on which the Chairperson of the
Adjudicating Authority resumes his duties.

Agent
As per Section 2(5) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “agent” means a person, including a factor, broker, commission agent,
del credere agent, an auctioneer or any other mercantile agent, by whatever name
called, who carries on the business of supply or receipt of goods or services or
both on behalf of another.

Business

As per Section 2(17) of the Central Goods and Services Tax (CGST) Act,
2017, the term “business” includes -

(a) Any trade, commerce, manufacture, profession, vocation, adventure,
wager or any other similar activity, whether or not it is for a pecuniary
benefit.
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(b) Any activity or transaction in connection with or incidental or ancillary
to sub-clause (a).

(c) Any activity or transaction in the nature of sub-clause (a), whether or
not there is volume, frequency, continuity or regularity of such transaction.

(d) Supply or acquisition of goods including capital goods and services in
connection with commencement or closure of business.

(e) Provision by a club, association, society or any such body (for a
subscription or any other consideration) of the facilities or benefits to its
members.

(f) Admission, for a consideration, of persons to any premises.
(g) Services supplied by a person as the holder of an office, which has been

accepted by him in the course or furtherance of his trade, profession or
vocation.

(h) Services provided by a race club by way of totalisator or a licence to
book maker in such club.

(i) Any activity or transaction undertaken by the Central Government, a
State Government or any local authority in which they are engaged as
public authorities.

Capital Goods
As per Section 2(19) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “capital goods” means goods, the value of which is capitalized in the
books of account of the person claiming the input tax credit and which are used or
intended to be used in the course or furtherance of business.

ITC Rules for Capital Goods under GST

(A) Credit of Input Tax will not be available on the following:
1. Capital Goods used exclusively for effecting exempt supplies.
2. Capital Goods used exclusively for non-business (personal) activity.

(B) Credit of Input Tax will be available in totality, where Capital Goods
have been used for effecting taxable supplies and business activity without
any restrictions.

(C) Amount of input tax referred in above points A and B must be indicated
in Form GSTR-2 and however only point B will be credited to electronic
credit ledger.

(D) Where capital goods which were earlier used or intended to be exclusively
used for:
1. Non- business purpose
2. Effecting exempt supplies

Later to be used commonly for:
1. Business and non-business purpose
2. Effecting taxable and exempt supplies
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Input tax to be credited to electronic credit ledger would be:
= Input Tax – 5% of Input tax for every quarter or part thereof

Example:
Let us understand the situation through an example

Mr. Avinash bought a Capital Good intended to be used for effecting exempt
supplies only, for ` 1,00,000 paying ` 18,000 as input tax on 01/08/2017 and
now on 15/11/2018 he wishes to use the capital good commonly for taxable and
exempt supplies.

Now the eligible common input tax credit will be calculated as follows:
= Input Tax – 5% of Input tax for every quarter or part thereof
= 18,000 – 5% of 18,000 * 3 quarters
= 18,000 – 2,700 = 15,300

Under the following circumstances attributable credit of input tax will
be added to output tax liability:

1. Where a normal taxpayer opts to pay tax under composition scheme or
goods and/or services supplied by him become exempt.

2. Every registered person whose registration is cancelled.
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.
Example:
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
The above calculation must be done separately for integrated tax and

central tax.

Casual Taxable Person

As per Section 2(20) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “casual taxable person” means a person who occasionally undertakes
transactions involving supply of goods or services or both in the course or
furtherance of business, whether as principal, agent or in any other capacity, in a
State or a Union territory, where he has no fixed place of business.
The following aspects need to be noted:

(i) Every Casual Taxable Person has to mandatory registered under Goods
and Services Tax law, irrespective of their turnover limit.

(ii) Any business which is required to supply goods or service or both in a
particular state (which is not its principal place of business) and which is
not registered in that state can opt to register as a ‘Casual Taxable
Person’. For example, most of the event management companies may
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opt for a casual registration in another state wherein they may obtain
some work assignment, but which is not their place of business.

(iii) Certificate of registration issued to a casual taxable person will be valid
for a period of 90 days and the designated officer can further extend this
period by 90 days, provided a reasonable cause is provided by the
taxable person.

(iv) A casual taxable person can make taxable supply only after obtaining
the certificate of registration.

(v) The casual taxable person is required to make an advance deposit of
tax in an amount equivalent to the estimated tax liability for the period
for which registration is sought.

(vi) The amount deposited by a casual taxable person will be credited into
the electronic cash ledger of the person and will subsequently be adjusted
against the tax liability.

Supply

Under GST, the ‘Supply’ is a fundamental concept and all the provisions of GST
revolve around it. Under Supply, there are three key elements namely time of
supply, place of supply and value of supply.

These three elements together determine the chargeability of taxes on supply.
‘Place of Supply’ under GST is an important factor as it defines whether the
transaction will be counted as intra-state(i.e within the same state) or inter-state(i.e.
between two states) and accordingly the chargeability of tax, i.e levy of SGST,
CGST & IGST will be determined.

Place of Supply

As per Section 2(86) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “place of supply” means the place of supply as referred to in Chapter V
of the Integrated Goods and Services Tax Act.

Composite Supply
As per Section 2(30) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “composite supply” means a supply made by a taxable person to a recipient
consisting of two or more taxable supplies of goods or services or both, or any
combination thereof, which are naturally bundled and supplied in conjunction with
each other in the ordinary course of business, one of which is a principal supply.
Example 1: Where goods are packed and transported with insurance, the supply
of goods, packing materials, transport and insurance is a composite supply and
supply of goods is a principal supply.
Example 2: Illustrations of composite supply are as follows:

(i) Supply of laptop and carry case.
(ii) Supply of equipment and installation of the same.
(iii) Supply of repair services on computer along with requisite parts.
(iv) Supply of health care services along with medicaments.
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Example 3: A Five-star hotel provides four days and three-night package, with
breakfast. This is a composite supply as the package of accommodation facilities
and breakfast is a natural combination in the ordinary course of business for a
hotel. In this case, the hotel accommodation is the principal supply and breakfast
is ancillary to the hotel accommodation. Now, Let us assume, the hotel
accommodation attracts 18% tax and the restaurant service attracts 12% tax. As
per the example, hotel accommodation is the principal supply, and the entire supply
will be taxed at 18%.

Mixed Supply
As per Section 2(74) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “mixed supply” means two or more individual supplies of goods or services
or any combination thereof, made in conjunction with each other by a taxable
person for a single price, where such supply does not constitute a composite
supply.

Example
A supply of a package consisting of canned foods, sweets, chocolates, cakes, dry
fruits, aerated drinks and fruit juices, when supplied for a single price is a mixed
supply. Each of these items can be supplied separately and is not dependent on
any other. It shall not be a mixed supply if these items are supplied separately.

For tax liability purpose, mixed supply consisting of two or more supplies
shall be treated as a supply of that item which has the highest tax rate.

Example

Many shops offer combo packs of tie, watch, wallet, pen and they are bundled as
a kit and this kit is supplied for a single price and the supply of one item does not
naturally necessitate the supply of other elements. Hence the supply is a mixed
supply. Now let us assume that tax rate for a tie, watch, wallet, pen are 12%,
18%, 5%, 4% respectively. In this case, watch attracts the highest rate of tax in
the mixed supply, i.e. 18%. Hence, the mixed supply will be taxed at 18%.

Exempt Supply

As per Section 2(47) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “exempt supply” means supply of any goods or services or both, which
attracts nil rate of tax or which may be wholly exempt from tax and includes non-
taxable supply.

Exempt supplies comprise the following three types of supplies

(a) Supplies taxable at a ‘NIL’ rate of tax;
(b) Supplies that are wholly or partially exempted from CGST or IGST, by

way of a notification;
(c) Non-taxable supplies as defined under Section 2(78) – supplies that

are not taxable under the Act (viz. alcoholic liquor for human
consumption).
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The following aspects need to be noted

1. Zero-rated supplies such as exports would not be treated as supplies
taxable at ‘NIL’ rate of tax;

2. Input tax credit attributable to exempt supplies will not be available for
utilization/ setoff.

Outward Supply

As per Section 2(83) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “outward supply” in relation to a taxable person, means supply of goods
or services or both, whether by sale, transfer, barter, exchange, licence, rental,
lease or disposal or any other mode, made or agreed to be made by such person
in the course or furtherance of business.

The phrase ‘outward supply’ can be applied to a supply only when such
supply is made in the course or furtherance of business. Say, for instance, business
assets are put to personal use. In such a case, even if the transaction is deemed to
be a supply (made without consideration), it cannot be treated as an ‘outward
supply’, since the application of the business asset for personal use was neither in
the course nor furtherance of business.

Principal Supply

As per Section 2(90) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “principal supply” means the supply of goods or services, which constitutes
the predominant element of a composite supply and to which any other supply
forming part of that composite supply is ancillary.

For Example

Free Wi-Fi services provided during stay in hotel. In this case, the predominant
supply is accommodation services and Wi-Fi services are provided only for better
enjoyment of the principal supply of service.

Supplier
As per Section 2(105) of the Central Goods and Services Tax (CGST) Act,
2017,  the term “supplier” in relation to any goods or services or both, shall mean
the person supplying the said goods or services or both and shall include an agent
acting as such on behalf of such supplier in relation to the goods or services or
both supplied.

Types of Suppliers

The types of suppliers are as follows:

1. Manufacturers and Vendors

These are the companies that research, develop and actually produce the finished
product ready for purchase. Manufacturers and vendors are the source of the
supply chain. Distributors, wholesalers, resellers and retailers who purchase goods
from manufacturers and vendors benefit from the cheapest prices because no
other companies have added their margin to cost of the goods yet.
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2. Wholesalers and Distributors

These suppliers are companies that buy in bulk from several manufacturers or
vendors. They warehouse the goods for reselling to smaller local distributors,
wholesalers and retailers. Distributors and wholesalers may also supply larger
quantities to organizations or government departments directly. A genuine wholesale
supplier will require your VAT or Tax ID number. This distinguishes them from
discount retailers and resellers who market, particularly online, as wholesalers.
3. Affiliate Merchants
An affiliate merchant is a supplier that wishes to drive traffic to their website or
sales of their product through banner ads and links placed throughout a network
of affiliates. Merchants will normally pay affiliates a commission for every visit to
the website or every sales conversion.
4. Franchisors
A franchisor is a business owner and will grant a licence to an individual, which
allows them to develop their own business using the trademark, name, know-how
and business systems of the franchisor which includes suppliers and often at better
pricing than an individual could get themselves.
5. Importers and Exporters
These suppliers will purchase products from manufacturers in one country and
either export them to a distributor in a different country, or import them from an
exporter into their country. Some may travel abroad to buy direct from suppliers
in another country.
6. Independent Crafts People
These are normally manufacturers of products they have designed or produced
on smaller unique scales of economy and will usually sell direct to retailers or the
end consumer through agents or trade shows.
7. Drop Shippers
These are suppliers of products from single or multiple companies that will deliver
direct to the buyer once they have made the purchase from your business. This
can be cost effective as it eliminates the need for storage or display of the items for
sale.

Goods

As per Section 2(52) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “goods” means every kind of movable property other than money and
securities but includes actionable claim, growing crops, grass and things attached
to or forming part of the land which are agreed to be severed before supply or
under a contract of supply.
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Input Service Distributor

As per Section 2(61) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “Input Service Distributor” means an office of the supplier of goods or
services or both which receives tax invoices  towards the receipt of input services
and issues a prescribed document for the purposes of distributing the credit of
central tax, State tax, integrated tax or Union territory tax paid on the said services
to a supplier of taxable goods or services or both having the same Permanent
Account Number as that of the said office.

Registration under GST

An ISD is required to obtain a separate registration. The registration is mandatory
and there is no threshold limit for registration for an ISD. Businesses who are
already registered as an ISD under the existing regime (i.e., under Service Tax),
will be required to obtain a new ISD registration under GST. This is because; the
existing ISD registration will not be migrated to the GST regime.

Businesses who are already registered as an Input Service Distributor under
the existing regime (i.e., under Service Tax), will be required to obtain a new ISD
registration under GST.

Manner of Distribution

Under GST, on an intra-state transaction, CGST and SGST will be applicable. In
case of transaction within a union territory, CGST and UTGST will be applicable.
IGST will be applicable in case of interstate transactions and imports. The following
are the scenarios of distribution of credit by an ISD:

(i) ISD and the recipient of credit are located in the same state.
(ii) ISD and the recipient of credit are located in different states.
(iii) The unit to which the input tax credit is distributed is referred to as the

‘recipient of credit’.

Job Work

As per Section 2(68) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “job work” means any treatment or process undertaken by a person on
goods belonging to another registered person and the expression “job worker”
shall be construed accordingly.

A manufacturer may send out his goods to a job worker for initial process,
intermediate process, assembly, packing or any other completion process and
later supply such goods to its customers or use in any other manufacturing process
accompanied by its own. The goods sent for job work maybe raw material,
component parts, semi-finished goods and even finished goods. The resultant goods
could be with same characteristics or with variation of the product send for job
work

Valuation

The value of supply of goods or services in a case where the consideration is
wholly in money, transaction value shall be considered for payment of tax, with
various inclusions prescribed in the valuation provisions.
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Certain inclusions in the valuation are as follows:
(i) Any taxes, duties, cesses, fees and charges levied under any statute,

other than SGST/UTGST/CGST/IGST.
(ii) Any amount that the supplier is liable to pay in relation to such supply

but which has been incurred by the recipient of the supply and not included
in the price actually paid or payable for the services.

(iii) Incidental expenses.
(iv) Interest or late fee or penalty for late payment of any consideration of

supply.
(v) Subsidies directly linked to the price excluding subsidies provided by

the Central and State Governments.

Manufacture

As per Section 2(72) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “manufacture” means processing of raw material or inputs in any manner
that results in emergence of a new product having a distinct name, character and
use and the term “manufacturer” shall be construed accordingly.

Input Tax

As per Section 2(62) of the Central Goods and Services Tax (CGST) Act, 2017,
unless the context otherwise requires, the term “input tax” in relation to a registered
person, means the central tax, State tax, integrated tax or Union territory tax
charged on any supply of goods or services or both made to him and includes:

(a) The integrated goods and services tax charged on import of goods.
(b) The taxes payable on reverse charge basis but does not include the tax

paid under the composition levy.

Input Tax Credit

As per Section 2(63) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “input tax credit” means the credit of input tax.

Input Tax Credit under GST - Conditions to Claim

A registered person will be eligible to claim Input Tax Credit (ITC) on fulfillment
of the following conditions:

1. Possession of a tax invoice or debit note or document evidencing
payment.

2. Receipt of goods and/or services.
3. Goods delivered by supplier to other person on the direction of registered

person against a document of transfer of title of goods.
4. Furnishing of a return.
5. Where goods are received in lots or installments, ITC will be allowed to

be availed when the last lot or installment is received.
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6. If supplier fails to supply of goods and/or services within 180 days from
the date of invoice, ITC already claimed will be added to output tax
liability.

7. No ITC will be allowed if depreciation has been claimed on tax
component of a capital good.

8. If invoice or debit note is received after
(a) The due date of filing return for September of next financial year.

or
(b) Filing annual return.

9. Common credit of ITC used commonly for
(a) Effecting exempt and taxable supplies.
(b) Business and non-business activity.
Credit will be allowed according to the RULES

Person

As per Section 2(84) of the Central Goods and Services Tax (CGST) Act, 2017,
unless the context otherwise requires, the term “person” includes -

(a) An individual
(b) A Hindu Undivided Family
(c) A company
(d) A firm
(e) A Limited Liability Partnership
(f) An association of persons or a body of individuals, whether incorporated

or not, in India or outside India
(g) Any corporation established by or under any Central Act, State Act or

Provincial Act or a Government company as defined in clause (45) of
section 2 of the Companies Act, 2013

(h) Anybody corporate incorporated by or under the laws of a country
outside India

(i) A co-operative society registered under any law relating to co-operative
societies

(j) A local authority
(k) Central Government or a State Government
(l) Society as defined under the Societies Registration Act, 1860

(m) Trust
(n) Every artificial juridical person, not falling within any of the above.
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Place of Business

As per Section 2(85) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “place of business” includes –

(a) A place from where the business is ordinarily carried on, and includes a
warehouse, a godown or any other place where a taxable person stores
his goods, supplies or receives goods or services or both, or

(b) A place where a taxable person maintains his books of account, or
(c) A place where a taxable person is engaged in business through an agent,

by whatever name called.

Works Contract

As per Section 2(119) of the Central Goods and Services Tax (CGST) Act,
2017, the term “works contract” means a contract for building, construction,
fabrication, completion, erection, installation, fitting out, improvement, modification,
repair, maintenance, renovation, alteration or commissioning of any immovable
property wherein transfer of property in goods (whether as goods or in some
other form) is involved in the execution of such contract.

Works contracts consist of three kinds of taxable activities as per the current
law. It involves supply of goods as well as supply of services. If a new product is
created during the works contract, then such manufacture becomes a taxable
event.

Non-Resident Person

As per Section 2(77) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “non-resident taxable person” means any person who occasionally
undertakes transactions involving supply of goods or services or both, whether as
principal or agent or in any other capacity, but who has no fixed place of business
or residence in India.

Registration Procedure for a Non-Resident Taxable Person

Every person or business that falls under the definition covered above needs to
apply for registration at least five days prior to the commencement of business.
Further clarification has been provided in case of a high-sea sale; the law says that
every person who makes a supply from the territorial waters of India shall obtain
registration in the coastal state or Union territory where the nearest point of the
appropriate baseline is located.

High Sea Sale (HSS) is a sale carried out by the carrier document consignee
to another buyer while the goods are still being transported, or after their dispatch
from the port/airport of origin and before their arrival at the port/airport of
destination.

Thus, if any high-sea sale is carried out near the shore of Mumbai, the GST
registration has to be obtained in the state of Maharashtra.
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1.8 SUPPLY

Supply of goods or services or both is defined as sale, transfer, barter, exchange,
license, rental, lease or disposal made or agreed to be made for a consideration
by a person in the course or furtherance of business.

1. Supply of Goods or  Services

(a) Sale means a sale of goods made within the State for cash or deferred
payment or other valuable consideration but does not include a mortgage,
hypothecation, charge or pledge. (Example: mortgage, hypothecation,
charge or pledge is not supply and hence GST will not be levied).

(b) Transfer means, where the ownership may not be transferred but the
right in the goods is transferred. (Example: Mr. A is the owner of Xerox
machine. He transferred the right to operate the Xerox machine to Mr.
B for a consideration of ̀  10,000 per month for four months. Hence,
ownership of the machine is not transferred but the right in the machine
is transferred. It is supply of service. Hence, GST can be levied.

(c) Barter means the exchange of goods and productive services for other
goods and productive services, without the use of money. (Example:
Mr. C, a practicing Cost Accountant provided services to M/s A Ltd.,
dealer of laptops. In return M/s A Ltd., gives to Mr. C two laptops.
Here, two-way supply takes place. Mr. C is making taxable supply of
service and M/s A Ltd., is making taxable supply of goods. Hence, tax
is payable by both).

(d) In case of License one person grants to another, or to a definite number
of other persons, a right to do or continue to do, such right is called a
license. (Example: Mr. X, a developer of information technology software
and holder of license thereon. License to use software was given to
different clients: ̀  18 lakhs; hence, Mr. X is liable to pay GST whether
he transfer such right permanently or temporarily as the case may be).

(e) Rentals mean Periodical payment for use of another’s property. Rent
is to pay on monthly basis. (Example: Mr. A owns a residential building
in a prime commercial locality. Large vacant land in the backyard is
given on rent of ̀ 1,80,000 per month to a parking contractor, Mr. B
who has set up a parking facility on the said land. It is a taxable supply
of service and hence, Mr. A is liable to pay GST).

(f) A lease is an agreement whereby the lessor conveys to the lessee in
return for a payment or series of payments the right to use an asset for
an agreed period of time. A lease may be financial lease or operating
lease. (Example: M/s M Bank Ltd., gives an asset under financial lease
to M/s N Ltd. Repayment of financial lease made by the customer to
the bank ̀  80 lakhs which includes a principal amount of ̀  50 lakhs.
Financial leases shall be taxed as supply of services. Hence, M/s M
Bank Ltd., is liable to pay GST).
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(g) Disposal normally considered as selling of assets, when the organization
is about to close down and various assets are required to be disposed
of. Such transactions will also be considered as supply. Hence, liable to
tax under GST Law.

2. Supply should be made for a Consideration
Activities to be treated as Suppy even if made without Consideration

(a) Permanent transfer or disposal of business assets, where input tax credit
has been availed on such assets.
Example
M/s Z Ltd., upgrades the computer system. The existing computers and
laptops, which do not support the upgraded version, donated to a Trust.
This amounts to permanent transfer of business assets. The same will be
treated as supply of goods and liable to GST in the hands of Z Ltd.,
provided if company availed input tax credit on such computers and
laptops.

(b) Supply of goods or services or both between related persons or between
distinct persons as specified in section 25, when made in the course or
furtherance of business: Provided that gifts are not exceeding ̀  50,000
in value in a financial year by an employer to an employee shall not be
treated as supply of goods or services or both.
Example
Persons shall be deemed to be “related persons” if –
(i) such persons are officers or directors of one another’s businesses;
(ii) such persons are legally recognized partners in business;
(iii) such persons are employer and employee;
(iv) any person directly or indirectly owns, controls or holds 25% or

more of the outstanding voting stock or shares of both of them;
(v) one of them directly or indirectly controls the other;
(vi) both of them are directly or indirectly controlled by a third person;
(vii) together they directly or indirectly control a third person or
(viii) they are members of the same family.

Illustration 1:

M/s Beta & Co., holds 30,000 shares in M/s A Ltd. and 25,000 shares in B Ltd.
Share Capital of M/s A Ltd.: 1,00,000 Equity Shares of ̀  10 each. Share Capital
of M/s B Ltd.: 80,000 Equity Shares of ̀  10 each.

Since, M/s Beta Ltd., holds more than 25% of the share in the company A
Ltd. and B Ltd. they will be considered as related persons.
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Illustration 2:

Ram has received a sum of ̀  5,00,000 from his employer on premature termination
of his contract of employment. Ram needs your advice as to whether such receipts
are liable to GST.

 Answer: It is not a supply. As per Section 7(2)(a) of CGST Act, 2017,
supply excludes services provided by the employee to the employer in the course
of employment (covered under Schedule III of CGST Act, 2017). Hence, amounts
so paid would not be chargeable to GST.

(c) Supply of goods - (a) by a principal to his agent where the agent
undertakes to supply such goods on behalf of the principal or (b) by an
agent to his principal where the agent undertakes to receive such goods
on behalf of the principal.

(d) Import of services by a taxable person from a related person or from
any of his other establishments outside India, in the course or furtherance
of business.

3. Supply should be made in the course or furtherance of business

Example

CMA Ram a practicing Cost Accountant carries out the activity of Accounting,
Auditing, Filing returns, and Certifying documents and so on so forth. These activities
can be considered as performed in the course of business.

Example
M/s X Ltd. is manufacturer of motor cars. Company use to sell more number of
cars in Southern India. In view of demand in Southern India, company intends to
establish manufacturing unit in Chennai. M/s X Ltd. appointed Mr. Y as a consultant
for searching, evaluating and short listing places for prospective targets. Finally
company decided to establish unit at Chennai. Hence, Mr. Y carried out various
activities in furtherance of business of M/s X Ltd.

4. Supply should be made by a taxable person.

5. Supply should be a taxable supply.

6. Supply should be made within the taxable territory.

Scope of Supply

Provisions under Section 7 of the Central Goods and Services Tax (CGST) Act,
2017 relating to “Scope of Supply”, are as under:
For the purposes of this Act, the expression “supply” includes –

(a) All forms of supply of goods or services or both such as sale, transfer,
barter, exchange, license, rental, lease or disposal made or agreed to be
made for a consideration by a person in the course or furtherance of
business.

(b) Import of services for a consideration whether or not in the course or
furtherance of business.
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Check Your Progress

3. Explain the types of suppliers.
4. A non AC hotel in Delhi has declared tariff of ` 2,000 per day. On

27.11.2019, its bills were as follows: hotel room ` 2,000, breakfast
` 300, Calculate the tax liability.

1.9 TYPES OF SUPPLY

(A) Based on Location

1. Intra-State Supply

Under GST, supply of goods or services within the same state or Union territory
is called as intrastate supply.

In the case of intrastate supply, the GST rate for the goods or services
would remain the same. However, the GST rate and tax amount are divided equally
into the two heads namely SGST and CGST.

2. Inter-State Supply

Under GST, supply of goods or services from one state to another would be
called as interstate supply. The GST Act defines interstate supply as when the
location of the supplier and the place of supply for the customer are in:

Two different States; or
Two different Union territories; or
State and a Union territory.

In addition to the above, the supply of goods imported into India  is also
classified as interstate supply. Also, supply of goods or services to or by a Special
Economic Zone developer or a Special Economic Zone unit situated within the
same state is classified as interstate supply.

Under GST, interstate supply attracts Integrated Goods and Services Tax
or IGST.

(B) Based on Combination

1. Composite Supplies

As per Section 2(30) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “composite supply” means a supply made by a taxable person to a
recipient consisting of two or more taxable supplies of goods or services or both
or any combination thereof, which are naturally bundled and supplied in conjunction
with each other in the ordinary course of business, one of which is a principal
supply.
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Example 1

Where goods are packed and transported with insurance, the supply of goods,
packing materials, transport and insurance is a composite supply and supply of
goods is a principal supply.

Example 2

Illustrations of composite supply are as follows:
(i) Supply of laptop and carry case.
(ii) Supply of equipment and installation of the same.
(iii) Supply of repair services on computer along with requisite parts.
(iv) Supply of health care services along with medicaments.

Fig. 1.2: Composite Supplies

Example 3

A Five-star hotel provides four days and three-night package, with breakfast.
This is a composite supply as the package of accommodation facilities and breakfast
is a natural combination in the ordinary course of business for a hotel. In this case,
the hotel accommodation is the principal supply and breakfast is ancillary to the
hotel accommodation. Now, let us assume, the hotel accommodation attracts 18%
tax and the restaurant service attracts 12% tax. As per the example, hotel
accommodation is the principal supply and the entire supply will be taxed at 18%.

Illustration 1:
Construction Company entered into contract to sell its building to a customer. The
details are as follows:

1. price of flat: ̀  100 lakhs,
2. extra charges to select preferred location: ̀  4 lakhs,

Goods which are
packed and transported

with Insurance
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3. parking charges ̀  5 lakhs,
4. club membership fee: ̀  3 lakhs,
5. Designing and modification charges: ̀  2 lakhs,
6. Stamp duty charges: ̀  4 lakhs,
7. documentation charges: ` 1 lakh. Compute tax payable, if the tax

rate is 12%.

Solution:

This transaction can be grouped under composite supply, because the
construction company provided many other services like preferred
location service, parking service, designing and modification service,
documentation service, apart from providing main service, i.e.,
construction of building.
Club membership fee is not a part of service. It is only a deposit to be
handed over to club, when formed.
Stamp duty is not a part of service. It is only reimbursement of expenses
incurred on behalf of the customer.
Therefore, the total taxable value of service will be ̀  112 lakhs (i.e.,
100 + 4 + 5 + 2 + 1), and SGST: 112 × 6% = 6.72, CGST: 112 × 6%
= 6.72.

Illustration 2

A non-AC hotel in Delhi has declared tariff of ̀  2,000 per day. On 27.11.2019,
its bills were as follows:

1. hotel room ̀  2,000, breakfast ̀  300,
2. hotel room ̀  2,200, Extra bed ̀  400, Laundry charges ̀  200.
3. Discounted rate to corporate client ` 1,500, laundry charges ` 100,

telephone charges ̀  200. Calculate the tax liability in each case.

Solution:

Since room tariff is ̀  2,000, rate of tax will be 12% (6% SGST and 6% CGST).
The tax payable in each is as follows:

1. It is composite supply. Hence the tax payable on ̀  2,000 + 300 will be
- SGST (2,300 × 6% = 138) and CGST (2,300 × 6% = 138)

2. It is composite supply. Tax rate depends on room tariff and not on the
amount charged. Hence the tax payable on ̀  2,200 + 400 + 200 will
be - SGST (2,800 0 × 6% = 168) and CGST (2,800 × 6% = 168)

3. It is composite supply. Hence the tax payable on ̀  1,500 + 100 + 200
will be - SGST (1,800 × 6% = 108) and CGST (1,800 × 6% = 108)
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2. Principal Supplies

As per Section 2(90) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “principal supply” means the supply of goods or services, which constitutes
the predominant element of a composite supply and to which any other supply
forming part of that composite supply is ancillary.

For example,

Free Wi-Fi services provided during stay in hotel. In this case, the predominant
supply is accommodation services and Wi-Fi services are provided only for better
enjoyment of the principal supply of service.

The concept of ‘a principal supply’ emerges only for determining whether a
supply is a composite supply or not and where it is a composite supply, the rate of
tax applicable for the composite supply.

3. Mixed Supplies

Fig. 1.3:  Mixed Supplies

As per Section 2(74) of the Central Goods and Services Tax (CGST) Act,
2017, the term “mixed supply” means two or more individual supplies of goods or
services or any combination thereof, made in conjunction with each other by a
taxable person for a single price, where such supply does not constitute a composite
supply.

Example 1

A supply of a package consisting of canned foods, sweets, chocolates, cakes, dry
fruits, aerated drinks and fruit juices, when supplied for a single price is a mixed
supply. Each of these items can be supplied separately and is not dependent on
any other. It shall not be a mixed supply if these items are supplied separately.

For tax liability purpose, mixed supply consisting of two or more supplies
shall be treated as a supply of that item which has the highest tax rate.
Example 2
Many shops offer combo packs of tie, watch, wallet, pen and they are bundled as
a kit and this kit is supplied for a single price and the supply of one item does not
naturally necessitate the supply of other elements. Hence the supply is a mixed
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supply. Now let us assume that tax rate for a tie, watch, wallet, pen are 12%,
18%, 5%, 4%, respectively. In this case, watch attracts the highest rate of tax in
the mixed supply i.e., 18%. Hence, the mixed supply will be taxed at 18%.

Example 3
Space Bazaar offers a free bucket with detergent purchased. Is it composite supply
or mixed supply? Assume rate of GST for detergent @28% and bucket  @ 18%.

Ans: This is a mixed supply. These items can be sold separately. Product
which has the higher rate, will apply on the whole mixed bundle.

Tax Liability on Mixed and Composite Supply
The tax liability on a composite or a mixed supply shall be determined in the
following manner, namely:

(a) A composite supply comprising two or more supplies, one of which is a
principal supply, shall be treated as a supply of such principal supply;
and

(b) A mixed supply comprising two or more supplies shall be treated as a
supply of that particular supply, which attracts the highest rate of tax.

(C) Based on Recipient

Fig. 1.4:  Based on Recipient

1. Inward Supply

Inward supply means receipt of goods or services or both whether by purchase,
acquisition or any other means with or without consideration.

1. Every registered taxable person, other than an input service distributor
or a non-resident taxable person, shall verify, validate, modify or if
required, delete the details relating to outward supplies and credit or
debit notes communicated to prepare the details of his inward supplies
and credit or debit notes.

2. Every registered taxable person, other than an input service distributor
or a non-resident taxable person shall furnish, electronically, the details
of inward supplies of taxable goods and/or services, including inward
supplies of goods or services on which the tax is payable on reverse
charge basis under this Act and inward supplies of goods and/or services
taxable under the IGST Act and credit or debit notes received in respect
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of such supplies during a tax period after the tenth but on or before the
fifteenth day of the month succeeding the tax period.

3. The details of supplies modified, deleted or included by the recipient
and furnished shall be communicated to the supplier concerned in the
manner and within the time as may be prescribed.

4. Any registered taxable person, who has furnished the details for any tax
period and discovered any error or omission therein, such error or
omission can be rectified in the tax period during which such error or
omission is noticed.

2. Outward Supply

As per Section 2(83) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “outward supply” in relation to a taxable person, means supply of goods
or services or both, whether by sale, transfer, barter, exchange, licence, rental,
lease or disposal or any other mode, made or agreed to be made by such person
in the course or furtherance of business.

The phrase ‘outward supply’ can be applied to a supply only when such
supply is made in the course or furtherance of business. Say, for instance, business
assets are put to personal use. In such a case, even if the transaction is deemed to
be a supply (made without consideration), it cannot be treated as an ‘outward
supply’, since the application of the business asset for personal use was neither in
the course nor furtherance of business.
The following aspects need to be noted:

Supplies not qualifying as outward supplies would also be included for
the purpose of computing the ‘aggregate turnover’;
In case of a composition supplier, where he engages with a recipient
outside the State and if the transaction does not result in an ‘outward
supply’, (say, sending goods for job work outside the State), the
conditions imposed on him as a composition supplier would not be
violated (i.e., making inter-State outward supplies);
Details of supplies on which tax is payable, but which do not amount to
‘outward supplies’ would also have to be declared in the return for
outward supplies (GSTR-1);
By treating goods or services agreed to be supplied as ‘outward supply’,
the law authoresses imposition of GST on advance payments.

How to fill form GSTR-1?

Note that GSTR-1 shall be furnished by the 10th of the month.
Compounding taxpayers and ISD need not to file GSTR 1.
Details of Outward Supplies in GSTR 1
GSTR 1 is consisting of 13 headings, the taxable person need not to fill all

the details since most of the details will be prefilled.
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Every taxpayer will be allotted State-wise 15-digits PAN-based Number
and is called Goods and Services Taxpayer Identification Number in short (GSTIN).
How to fill the form is given below:

1. GSTIN of the taxpayer will be auto - populated at the time of return
filing.

2. Name of the taxpayer will also be auto - populated at the time of logging
into the common GST Portal.

3. Gross Turnover of the Taxpayer in the previous Financial Year – This
information is required to be filled only in the first year of GST
implementation. Next year onwards it will be auto-populated as carried
forward balance of the previous year.

4. Tax Period, Month, Year – A Taxable person is required to select from
pre-fixed a drop down the relevant month and year respectively for
which GSTR-1 is being filed.

5. Taxable Outward Supplies to Registered Person – All taxable supplies
are required to be filled in this column/row/space.
Supply includes any supply under reverse charge mechanism. The option
to furnish the details of nil rate and exempt supply In the case of inter-
state, only IGST would be filled. Similarly, in the case of intra-state
supplies, CGST and SGST would also be filled.

6. Taxable Outward Supplies to a Consumer:
(i) The details of inter-state supplies made to end consumer.
(ii) Supply of Invoice value more than ̀  2.5 lakh is mandatorily required.

7. Taxable Outward Supplies to Consumer (Other than 6 above)
Any outward supply which is not covered under heading 5 or 6 can be
furnished.

8. Details of Credit/Debit Notes – the taxpayer is required to furnish details
of all debit/credit notes issues as part of taxable supply, during the tax
period for which return is filed.

9. Amendments to Details of Outward Supplies of Earlier Tax Periods –
Any kind of amendment made in current tax period with respect to
earlier tax period is required to be furnished in this section.
For instance if a taxpayer is filing a return for the month of January, any
change in GST invoice other than by way of debit/credit note against
pertaining to a period prior to January is required to be furnished in this
head. This will also include post supply discounts.

10. Nil Rated, Exempt and Non-GST Outward Supplies – To fill:
All kinds of ‘Nil’ Rated,
Exempt and Non-GST Supplies,
Supplies under GST,
be it inter-state or intra-state supplies are required to be furnished.
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If Nil Rated and Exempt supply have been furnished in any of the heading
under 5, 6 or 7, the taxpayer can furnish only Non-GST supplies here.

11. Supplies Exported – All export supplies must be reported in this column/
row/ space. The taxpayer is also required to furnish 8 Digit HSN code
against each export supply.

12. Tax Liability of Amount received in Advance – Any kind of advance
amount received against a supply to be made in future must be reported
in this section. Registered taxpayer is required to pay GST on such
advance as tax liability for the period in which such advance is received.

13. Tax Already Paid – The taxpayer is required to furnish details of prepaid
taxes here. This includes the scenario when advance had been received
during earlier tax period and tax was paid during that month’s return
filing. However, the invoice has been generated in the current tax period.

(D) Based on Tax Treatment

Fig. 1.5:  Based on Tax Treatment

1. Exempt Supply

As per Section 2(47) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “exempt supply” means supply of any goods or services or both which
attracts nil rate of tax or which may be wholly exempt from tax under section 11 or
under section 6 of the Integrated Goods and Services Tax Act, and includes non-
taxable supply.
Exempt supplies comprise the following 3 types of supplies:

(a) Supplies taxable at a ‘NIL’ rate of tax.
(b) Supplies that are wholly or partially exempted from CGST or IGST, by

way of a notification.
(c) Non-taxable supplies as defined under Section 2(78) – supplies that

are not taxable under the Act (viz. alcoholic liquor for human
consumption).

Exempt Supply

Zero-Rated
Supply

Non-Taxable
Supply

Taxable  Supply

Based on Tax
treatment
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The following aspects need to be noted:
(a) Zero-rated supplies such as exports would not be treated as supplies

taxable at ‘NIL’ rate of tax.
(b) Input tax credit attributable to exempt supplies will not be available for

utilization/setoff.

Example

Discuss whether  GST is payable in the following cases - (1) Dubai to Srilanka via
Delhi. Traveller did not pass through immigration at Delhi, Business class -
` 85,000, (2) Amsterdam to Delhi business class - ` 1,00,000 - ticket issued
from office of Indigo abroad and payment received in foreign exchange. (3) Delhi
to Guwahati in Assam(North east), business class ` 35,000, (4) Guwahati to
Delhi, economy ̀  15,000. (4) Mr. Saha booked ticket with goods transport agency
(GTA) for transport of goods to Bangalore. The freight charged by GTA was
` 40,000. Freight was paid by Mr. Saha. (6) Interest on loan received by the
bank  ̀  2,000.(7) Renting of agro-machinery by A limited  ̀ 45,000. (8) Agriculture
company provided the services like supply of farm labor and testing of soil of farm
land  ̀ 50,000.
Solution:
The taxability of each transaction is as follows:

1. No GST, as supply of service has not taken place within India
2. Place of supply of service is outside India. Supplier of service is outside

India, as branch outside India is a separate person. Hence, GST is not
payable.

3. GST is not payable in case of travel from North east India.
4. GST is not payable in case of travel to North east India.
5. Service to unregistered person by GTA is exempt. Hence GST is not

payable by GTA or Mr. Saha.
6. Interest on loan is exempt from GST.
7. Renting of agro-machinery by A limited is exempt from GST.
8. Supply of farm labor and testing of soil of farm land are exempt from

GST.

2. Zero Rated Supply under GST

Zero Rated Supply in IGST is being introduced through Chapter VIII. Zero Rated
Supplies refers to items that are taxable under GST but the Rate of Tax is Nil. The
concepts of Zero Rated Supply are covered under Section 16 of the IGST Act.
Below we have discussed about Meaning of Zero Rated Supplies, Input Tax
Credit etc.

Zero rated supply means any of the following taxable supply of goods and/
or services, namely-

Export of goods and/or services; or
Supply of goods and/or services to a SEZ developer or an SEZ unit.
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It is also provided that the credit of input tax may be availed for making zero
rated supplies notwithstanding that such supply may be an exempt supply.

It is further provided that a registered taxable person exporting goods or
services shall be eligible to claim refund under one of the following two options:

A registered taxable person may export goods or services under bond,
subject to such conditions, safeguards and procedure as may be prescribed without
payment of IGST and claim refund of unutilized input tax credit in accordance with
provisions of section 48 of the CGST Act.

A registered taxable person may export goods or services subject to such
conditions, safeguards and procedure as may be prescribed with payment of IGST
and claim refund of IGST paid on goods and services exported in accordance
with provisions of section 48 of the CGST Act.

Lastly, it is provided that the SEZ developer or SEZ unit receiving zero-
rated supply shall be entitled to claim refund of IGST paid by registered taxable
person on such supply.

Input Tax Credit in Zero Rated Supply

The input tax credit is available for zero rated supplies. This means that export
without payment of duty and supply to SEZ will be considered as zero rated
supply and credit will be available. Consequently, there will not be requirement to
reverse credit even when the supplies are made without payment of duty in cases
of exports and supply made to SEZ.

EOU: Zero Rated Supply

As EOU are not covered under zero-rated supplies, the refund of unutilized Cenvat
credit will not be admissible to the supplies made to EOU.

It was concluded by various judicial pronouncements like NBM Industries
Case wherein supply to EOU was treated at par with physical export and benefit
of refund of accumulated credit was extended.

However, their amendment was made vide Budget, 2015 wherein definition
of export was given for the purpose of refund of accumulated Cenvat credit which
stated that export means taking out of India to a place outside India.

Consequently, refund of accumulated credit is not admissible to EOU but is
available for clearances made to SEZ because the provisions of SEZ Act have
overriding effect and supplies to SEZ are to be considered as export. It appears
that the present policy is carried forward in the GST regime too.

Deemed Export: Zero Rated Supply

It appears that the concept of ‘deemed exports’ will also be introduced in GST
laws. This is evident from the definition of ‘deemed exports’ given under section
2(37) of the GST Act, 2016.

It states that deemed exports as notified by the Central/State Government
on the recommendation of the Council, refer to those transactions in which the
goods supplied do not leave India and payment for such supplies is received either
in Indian rupees or in convertible foreign exchange.



CGST/SGST – I

NOTES

Self-Instructional
42 Material

At present, as per DGFT Laws, supplies to EOU is considered as deemed
export and it may be possible that it is specified as deemed exports in GST Law
also if the same is recommended by the Council.

It is also pertinent to mention that refund under section 48 of the GST Act,
2016 includes refund of tax on supply of goods regarded as deemed exports.

Consequently, it may be possible that supplies to EOU are made on payment
of tax but refund of the said tax is admissible to the supplier.

This is departure from the present provision under Central Excise Laws
wherein clearances to EOU are made without payment of excise duty.

We can say that exemption for supplies to EOU will be through refund
mechanism. Similarly, for SEZ, exemption by way of refund mechanism has been
prescribed in GST regime.

3. Non-Taxable Supply

Non-taxable supply is sale of any goods or services which attracts nil rate of tax
and is similar to exempt supply.

4. Taxable Supply

Supply on which tax shall be paid under GST.

1.10 LEVY AND COLLECTION OF TAX UNDER
CGST ACT, 2017

All forms of supply of goods or services or both such as sale, transfer, barter,
exchange, licence, rental, lease or disposal made or agreed to be made i.e. for
future transaction for a consideration by a person in the course or furtherance of
business.

Levy and Collection

Fig. 1.6:  Levy and Collection

Levy and Collection

Levy of Tax Collection of Tax

1. Imposition of Tax

2. Assessment of Tax
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Levy of Tax

Levy of tax means the imposition of taxes as well as assessment of tax but does
not include collection of tax.  The term levy appears to be wider than the term of
assessment. When the payment of tax is enforced there is a levy. Therefore, the
provision related with levy can be divided into two parts, i.e. imposition of tax and
assessment of tax.

1. Imposition of Tax:  This is done by Government and the tax is imposed
as soon as it takes place.

2. Assessment of Tax: This type’s tax is done by Executive Government
and assessment means calculation of tax.

Collection of Tax

Collection of tax means the point of time for payment of tax. Hence, as soon as tax
is levied, right to collect tax arises in the department. Sometimes for administrative
convenience it may be delayed such as for a month or a quarter, so that assesses
need not to file return and pay tax every time as and when taxable event takes
place.

Levy and Collection of GST Under CGST Act. (Section 9)

1. Levy of central goods and service tax [Section 9(1)]
Under  CGST Act, central tax called as the central goods and services
tax  (CGST) shall be levied on all intra-State supplies of goods or  services
or both, except on the supply of alcoholic liquor for  human consumption.
It shall be levied on the value determined under section 15 and  at such
rates, not exceeding 20%, as may be notified by the  Government on
the recommendations of the Council and collected  in such manner as
may be prescribed and shall be paid by the  taxable person.

2. Central tax on petroleum products to be levied from the date to
be notified [Section 9(2)]
The central tax on the supply of  petroleum crude, high speed diesel,
motor spirit (commonly known  as petrol), natural gas and aviation turbine
fuel shall be levied with  effect from such date as may be notified by the
Government on the  recommendations of the Council.

3. Tax payable on reverse charge basis [Section 9(3)]
The  Government may, on the recommendations of the Council, by
notification, specify categories of supply of goods or services or  both,
the tax on which shall be paid on reverse charge basis by the recipient of
such goods or services or both.
Further, all the provisions of this Act shall apply to such  recipient as if
he is the person liable for paying the tax in relation to  the supply of such
goods or services or both.
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4. Tax payable on reverse charge if the supplies are made to a
registered person by unregistered person [Section 9(4)]
The  central tax in respect of the supply of taxable goods or services or
both by a supplier, who is not registered, to a registered person  shall be
paid by such person on reverse charge basis as the recipient  and all the
provisions of this Act shall apply to such recipient as if  he is the person
liable for paying the tax in relation to the supply of  such goods or services
or both. [Section 9(4) has been deferred till  30.6.2018]

5. Tax payable on intra-State supplies by the electronic commerce
operator on notified services [Section 9(5)]
As per section 2(45) of the CGST Act, 2017, “electronic commerce
operator” means any person who owns,  operates or manages digital or
electronic facility or platform for electronic commerce.

Levy and Collection of GST Under IGST Act. (Section 5)

The provisions under section 5  of the IGST Act  are similar to  section 9 of
CGST Act  except—

1. The word  CGST has  been  substituted by  IGST under  IGST Act
2. Under IGST  Act, tax  called  integrated tax  is to be levied  on all

interState  supplies and on goods  imported  into India.
3. Maximum  rate under  section 5(1)  of the IGST  Act is 40%  (i.e. 20%

CGST + 20%  UTGST).

Levy and Collection of GST Under UTGST Act. (Section 7)

The provisions  under section 7 of  the UTGST Act  are similar to  section 9
of CGST  Act except—

1. The word  CGST has been  substituted by  the word  UTGST under
the UTGST  Act.

2. Under UTGST  Act, tax called  UT tax is be  levied on all  intra-State
supplies,

3. Maximum rate 7(1) of UTGST  Act is 20%.

Procedure Relating to Levy (CGST & SGST)

Provisions under Section 9 of the Central Goods and Services Tax (CGST)
Act, 2017 relating to “Levy and Collection”, are as under:

1. Tax shall be levied on all intra-State supplies of goods or services or
both, except on the supply of alcoholic liquor for human consumption,
on the value determined under section 15 and at such rates and collected
in such manner as may be prescribed and shall be paid by the taxable
person.

2. The central tax on the supply of petroleum crude, high speed diesel,
motor spirit (commonly known as petrol), natural gas and aviation turbine
fuel shall be levied with effect from such date as may be notified by the
Government on the recommendations of the Council.
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3. The Government may, on the recommendations of the Council, by
notification, specify categories of supply of goods or services or both,
the tax on which shall be paid on reverse charge basis by the recipient of
such goods or services or both and all the provisions of this Act shall
apply to such recipient as if he is the person liable for paying the tax in
relation to the supply of such goods or services or both.

4. The central tax in respect of the supply of taxable goods or services or
both by a supplier, who is not registered, to a registered person shall be
paid by such person on reverse charge basis as the recipient and all the
provisions of this Act shall apply to such recipient as if he is the person
liable for paying the tax in relation to the supply of such goods or services
or both.

5. The Government may, on the recommendations of the Council, by
notification, specify categories of services the tax on intra-State supplies
of which shall be paid by the electronic commerce operator if such
services are supplied through it, and all the provisions of this Act shall
apply to such electronic commerce operator as if he is the supplier liable
for paying the tax in relation to the supply of such services:

Provided that where an electronic commerce operator does not have a physical
presence in the taxable territory, any person representing such electronic commerce
operator for any purpose in the taxable territory shall be liable to pay tax:

Provided further that where an electronic commerce operator does not
have a physical presence in the taxable territory and also he does not have a
representative in the said territory, such electronic commerce operator shall appoint
a person in the taxable territory for the purpose of paying tax and such person
shall be liable to pay tax.

Procedure Relating to Levy (IGST)

Provisions under Section 5 of the Integrated Goods and Services Tax (IGST)
Act, 2017 relating to “Levy and Collection of Tax”, are as under:

1. Subject to the provisions of sub-section (2), there shall be levied a tax
called the integrated goods and services tax on all inter-State supplies
of goods or services or both, except on the supply of alcoholic liquor
for human consumption, on the value determined under section 15 of
the Central Goods and Services Tax Act and collected in such manner
as may be prescribed and shall be paid by the taxable person:
Provided that the integrated tax on goods imported into India shall be
levied and collected in accordance with the provisions of section 3 of
the Customs Tariff Act, 1975 on the value as determined under the said
Act at the point when duties of customs are levied on the said goods
under section 12 of the Customs Act, 1962.

2. The integrated tax on the supply of petroleum crude, high speed diesel,
motor spirit (commonly known as petrol), natural gas and aviation turbine
fuel shall be levied with effect from such date as may be notified by the
Government on the recommendations of the Council.
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3. The Government, on the recommendations of the Council, by notification,
specify categories of supply of goods or services or both, the tax on
which shall be paid on reverse charge basis by the recipient of such
goods or services or both and all the provisions of this Act shall apply to
such recipient as if he is the person liable for paying the tax in relation to
the supply of such goods or services or both.

4. The integrated tax in respect of the supply of taxable goods or services
or both by a supplier, who is not registered, to a registered person shall
be paid by such person on reverse charge basis as the recipient and all
the provisions of this Act shall apply to such recipient as if he is the
person liable for paying the tax in relation to the supply of such goods or
services or both.

5. The Government, on the recommendations of the Council, by notification,
specify categories of services, the tax on inter-State supplies of which
shall be paid by the electronic commerce operator if such services are
supplied through it, and all the provisions of this Act shall apply to such
electronic commerce operator as if he is the supplier liable for paying
the tax in relation to the supply of such services:
Provided that where an electronic commerce operator does not have a
physical presence in the taxable territory, any person representing such
electronic commerce operator for any purpose in the taxable territory
shall be liable to pay tax:
Provided further that where an electronic commerce operator does not
have a physical presence in the taxable territory and also does not have
a representative in the said territory, such electronic commerce operator
shall appoint a person in the taxable territory for the purpose of paying
tax and such person shall be liable to pay tax.

Check Your Progress

5. A non AC hotel in Mumbai has declared tariff of ` 2,000 per day. On
27.11.2019, its bills were as follows: hotel room ` 2,200, Extra bed
` 400, Laundry charges ̀  200,  Calculate the tax liability.

6. A non AC hotel in Chennai has declared tariff of ` 2,000 per day. On
27.11.2019, its bills were as follows: Discounted rate to corporate client
` 1,500, (laundry charges ̀  100, telephone charges ̀  200. Calculate the
tax liability.
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1.11 ANSWERS TO ‘CHECK YOUR PROGRESS’

1. Mention any four objectives of GST.
The objectives of GST are as follows:
(i) To make a unified law by involving all the tax bases, laws and

administration procedures across the country.
(ii) To ensure consumption based taxation.
(iii) To ensure uniform GST Registration, Payment and Input tax Credit.
(iv) To ensure that the cascading effect of tax on tax is eliminated.

2. What are the exempt supplies? Exempt supplies comprise the following
three types of supplies:
(a) Supplies taxable at a ‘NIL’ rate of tax;
(b) Supplies that are wholly or partially exempted from CGST or IGST,

by way of a notification;
(c) Non-taxable supplies as defined under Section 2(78) – supplies

that are not taxable under the Act (viz. alcoholic liquor for human
consumption).

3. Explain the types of suppliers.
The types of suppliers are as follows:
1. Manufacturers and Vendors
2. Wholesalers and Distributors
3. Affiliate Merchants
4. Franchisors
5. Importers and exporters
6. Independent crafts people
7. Drop shippers

4. A non-AC hotel in Delhi has declared tariff of ` 2,000 per day. On
27.11.2019, its bills were as follows: hotel room ` 2,000, breakfast
` 300, Calculate the tax liability.
Solution:
Since room tariff is ̀  2,000, rate of tax will be 12% (6% SGST and 6%
CGST). The tax payable in each is as follows:
It is composite supply. Hence the tax payable on ̀  2,000 + 300 will be
- SGST (2,300 × 6% = 138) and CGST (2,300 × 6% = 138)

5. A non-AC hotel in Mumbai has declared tariff of ̀  2,000 per day. On
27.11.2019, its bills were as follows: hotel room ` 2,200, Extra bed
` 400, Laundry charges ̀  200,  Calculate the tax liability.
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Solution:
It is composite supply. Tax rate depends on room tariff and not on the
amount charged. Hence the tax payable on ̀  2,200 + 400 + 200 will
be - SGST (2,800 × 6% = 168) and CGST (2,800 × 6% = 168)

6. A non-AC hotel in Chennai has declared tariff of ̀  2,000 per day. On
27.11.2019, its bills were as follows: Discounted rate to corporate client
`1,500, (laundry charges ̀  100, telephone charges ̀  200. Calculate
the tax liability.
Solution:
It is composite supply. Hence the tax payable on ̀  1,500 + 100 + 200
will be - SGST (1,800 × 6% = 108) and CGST (1,800 × 6% = 108)

1.12 SUMMARY

GST is a consumption based tax ultimately borne by the end consumer
of a goods or service. Throughout the value chain, businesses and
consumers pay GST on their purchases. However, if the purchase was
made by a business for sale to a customer, then the business can claim
input tax credit to set-off GST liability. Thus, through the use of input tax
credit mechanism, the GST liability is pushed to the end-consumer.
As per Section 2(30) of the Central Goods and Services Tax (CGST)
Act, 2017, the term “composite supply” means a supply made by a
taxable person to a recipient consisting of two or more taxable supplies
of goods or services or both, or any combination thereof, which are
naturally bundled and supplied in conjunction with each other in the
ordinary course of business, one of which is a principal supply.
As per Section 2(47) of the Central Goods and Services Tax (CGST)
Act, 2017, the term “exempt supply” means supply of any goods or
services or both, which attracts nil rate of tax or which may be wholly
exempt from tax and includes non-taxable supply.
As per Section 2(72) of the Central Goods and Services Tax (CGST)
Act, 2017, the term “manufacture” means processing of raw material or
inputs in any manner that results in emergence of a new product having
a distinct name, character and use and the term “manufacturer” shall be
construed accordingly.
Levy of tax means the imposition of taxes as well as assessment of tax
but does not include collection of tax.  The term levy appears to be
wider than the term of assessment. When the payment of tax is enforced
there is a levy. Therefore, the provision related with levy can be divided
into two parts i.e. imposition of tax and assessment of tax.
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Collection of tax means the point of time for payment of tax. Hence, as
soon as tax is levied, right to collect tax arises in the department.
Sometimes for administrative convenience it may be delayed such as for
a month or a quarter. So that assessees need not to file return and pay
tax every time as and when taxable event takes place.

1.13 KEY TERMS

Goods and Services Tax: According to Goods and Services Tax (GST)
Act, 2017, GST means tax on supply of goods or services or both,
except taxes on supply of alcoholic liquor for human consumption and
petroleum products.

Aggregate turnover: “Aggregate turnover” means the aggregate value
of all taxable supplies, (excluding the value of inward supplies on which
tax is payable by a person on reverse charge basis), exempt supplies,
exports of goods or services or both and inter-state supplies of persons
having the same Permanent Account Number, to be computed on an
all-India basis but excludes Central tax, State tax, Union territory tax,
Integrated tax and cess.

Supply: Supply is a fundamental concept and all the provisions of GST
revolve around it. Under Supply, there are three key elements namely
time of supply, place of supply and value of supply.

Taxable Supply: Supply on which tax shall be paid under GST.

Non-Taxable Supply: Non-taxable supply is sale of any goods or
services which attracts nil rate of tax and is similar to exempt supply.

Zero Rated Supply: As EOU are not covered under zero-rated
supplies, the refund of unutilized Cenvat credit will not be admissible to
the supplies made to EOU.

1.14 SELF-ASSESSMENT QUESTIONS AND
EXERCISES

Short Answer Questions
1. What is GST?
2. Define the term GST.

3. What is Subsuming of taxes?

4. What is Constitutional amendment?
5. What is Central GST?

6. What is State GST?

7. What is Union Territory GST?
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8. What is Integrated GST?

9. Give the meaning of Aggregate turnover.
10. Define the term Aggregate turnover.

11. What is Adjudicating Authority?

12. Who is an Agent?

13. What is Business?
14. What is Capital goods?

15. Who is Casual taxable person?

16. What is Composite supply?
17. What is Mixed supply?

18. What is Exempt supply?

19. What is Job work?
20. What is Input tax?

21. What is Input tax credit?

22. What is Reverse charge?

23. What is Works contract?
24. Who is Non-resident person?

25. Who is an Intermediary?

26. What is supply?
27. What do you mean by intra-state  supply?

28. What do you mean by inter-state  supply?

29. What is Aggregate turnover supply?

30. Write any two types of supply?
31. What is Levy?

32. What do you mean by inward supply?

33. What do you mean by outward supply?
34. Give the meaning of zero rated supply.

35. Who is taxable person under GST?

36. Give the meaning of Levy of tax.

37. What is imposition of tax?
38. What is assessment of tax?

39. What is collection of tax?
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Long Answer Questions

1. Give an introduction to GST in India.

2. State various objectives and basic scheme of GST.

3. Explain salient features of GST.

4. Discuss about subsuming of taxes.
5. Explain benefits of implementing GST.

6. Discuss about constitutional amendments of GST.

7. Explain the structure of GST (Dual Model).
8. Discuss about Central GST, State / Union Territory GST.

9. Explain in details about Integrated GST.

10. Discuss salient features of CGST Act, 2017.

11. Explain SGST Act (Karnataka State).
12. Discuss about IGST Act.

13. Explain about Aggregate turnover, Adjudicating authority under GST.

14. Discuss about Agent, Business, Capital goods and Casual taxable person.
15. Explain about Composite supply, mixed supply and Exempt supply.

16. Discuss about Supplier, Goods and Input service distributor.

17. Explain about Job work, Manufacture and Input tax.

18. What are the scope of supply?
19. Discuss the types of supply.

20. Explain the composite supplies and mixed supplies.

21. Discuss the levy and collection under GST.
22. Explain the composition levy under GST.

23. What are the exemptions of tax under GST?

24. Explain the person liable to pay GST.

25. Explain the Levy and Collection of GST Under IGST Act. (Section 5).
26. Discuss about Levy and Collection of GST Under UTGST Act.

(Section 7).
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UNIT 2 CGST/SGST – II

Structure
2.0 Introduction
2.1 Objectives
2.2 Time of Supply
2.3 Place of Supply of Goods and Services
2.4 Value of Supply
2.5 Input Tax
2.6 Practical Problems on ITC
2.7 Registration
2.8 Procedure for Registration (CGST Act, 2017)
2.9 Filing of Returns

2.10 Types of Return
2.11 Assessment
2.12 Process of Payment
2.13 Reverse Charge
2.14 Refund under GST
2.15 Answers to ‘Check Your Progress’
2.16 Summary
2.17 Key Terms
2.18 Self-Assessment Questions and Exercises
2.19 Further Reading

2.0 INTRODUCTION

Supply includes all forms of supply of goods or services or both such as sale,
transfer, barter, exchange, licence, rental, lease or disposal made or agreed to be
made for a consideration by a person in the course or furtherance of business. It
also includes import of services for consideration whether or not in the course or
furtherance of business.

Time of supply shall be the earliest of the following: date of receipt of goods
by the recipient or date on which the payment is entered in the books of accounts
of the recipient or date on which payment is debited in the bank account of the
recipient or date immediately following 30 days from the date of issue of invoice
by the supplier or date of entry in the books of accounts of the recipient.

2.1 OBJECTIVES

After going through this unit, you will be able to:
Explain the concept of time of supply of goods and services
Discuss the concept of value of supply of goods and services
Describe the input tax credit and GST tax liabilities
Examine the registration under CGST/SGST
Explain the filling return, payment of tax and refund under the Act.
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2.2 TIME OF SUPPLY

Provisions under Section 12 of the Central Goods and Services Tax (CGST)
Act, 2017 relating to -

“Time of Supply of Goods”, are as under:

1. The liability to pay tax on goods shall arise at the time of supply, as
determined in accordance with the provisions of this section.

2. The time of supply of goods shall be the earlier of the following dates,
namely:
(a) the date of issue of invoice by the supplier or the last date on which

he is required to issue the invoice with respect to the supply; or
(b) The date on which the supplier receives the payment with respect

to the supply:
Provided that where the supplier of taxable goods receives an amount
up to one thousand rupees in excess of the amount indicated in the tax
invoice, the time of supply to the extent of such excess amount shall, at
the option of the said supplier, be the date of issue of invoice in respect
of such excess amount.

3. In case of supplies in respect of which tax is paid or liable to be paid on
reverse charge basis, the time of supply shall be the earliest of the
following dates, namely:
(a) The date of the receipt of goods; or
(b) The date of payment as entered in the books of account of the

recipient or the date on which the payment is debited in his bank
account, whichever is earlier; or

(c) The date immediately following thirty days from the date of issue of
invoice or any other document, by whatever name called, in lieu
thereof by the supplier:

Provided that where it is not possible to determine the time of supply
under clause (a) or clause (b) or clause (c), the time of supply shall be
the date of entry in the books of account of the recipient of supply.

4. In case of supply of vouchers by a supplier, the time of supply shall be -
(a) The date of issue of voucher, if the supply is identifiable at that

point; or
(b) The date of redemption of voucher, in all other cases.

5. Where it is not possible to determine the time of supply under the
provisions of sub-section (2) or sub-section (3) or sub-section (4), the
time of supply shall–
(a) in a case where a periodical return has to be filed, be the date on

which such return is to be filed; or
(b) In any other case, be the date on which the tax is paid.
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6. The time of supply to the extent it relates to an addition in the value of
supply by way of interest, late fee or penalty for delayed payment of
any consideration shall be the date on which the supplier receives such
addition in value.

“Time of Supply of Services” (CGST Act, 2017)
Provisions under Section 13 of the Central Goods and Services Tax (CGST) Act,
2017 relating to “Time of Supply of Services”, are as under:

1. The liability to pay tax on services shall arise at the time of supply, as
determined in accordance with the provisions of this section.

2. The time of supply of services shall be the earliest of the following dates,
namely:
(a) The date of issue of invoice by the supplier, if the invoice is issued

within the period prescribed under sub-section (2) of section 31 or
the date of receipt of payment, whichever is earlier.

(b) The date of provision of service, if the invoice is not issued within
the period prescribed under sub-section (2) of section 31 or the
date of receipt of payment, whichever is earlier.

(c) The date on which the recipient shows the receipt of services in his
books of account, in a case where the provisions of clause (a) or
clause (b) do not apply:

Provided that where the supplier of taxable service receives an amount
up to one thousand rupees in excess of the amount indicated in the tax
invoice, the time of supply to the extent of such excess amount shall, at
the option of the said supplier, be the date of issue of invoice relating to
such excess amount.

3. In case of supplies in respect of which tax is paid or liable to be paid on
reverse charge basis, the time of supply shall be the earlier of the following
dates, namely:
(a) The date of payment as entered in the books of account of the

recipient or the date on which the payment is debited in his bank
account, whichever is earlier; or

(b) The date immediately following sixty days from the date of issue of
invoice or any other document, by whatever name called, in lieu
thereof by the supplier:

Provided that where it is not possible to determine the time of supply
under clause (a) or clause (b), the time of supply shall be the date of
entry in the books of account of the recipient of supply:
Provided further that in case of supply by associated enterprises, where
the supplier of service is located outside India, the time of supply shall
be the date of entry in the books of account of the recipient of supply or
the date of payment, whichever is earlier.
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4. In case of supply of vouchers by a supplier, the time of supply shall be–
(a) The date of issue of voucher, if the supply is identifiable at that

point; or
(b) The date of redemption of voucher, in all other cases.

5. Where it is not possible to determine the time of supply under the
provisions of sub-section (2) or sub-section (3) or sub-section (4), the
time of supply shall–
(a) In a case where a periodical return has to be filed, be the date on

which such return is to be filed; or
(b) In any other case, be the date on which the tax is paid.

6. The time of supply to the extent it relates to an addition in the value of
supply by way of interest, late fee or penalty for delayed payment of
any consideration shall be the date on which the supplier receives such
addition in value.

Example 1

Mr. X has supplied goods to Mr. Y on 28th July 2019. The GST rate on goods is
changed from 12% to 5% w.e.f. 1st January 2020. Mr. X issued invoice on 28th
August 2019 and payment is credited in his bank account on 30th December
2019.

(i) What is the time of supply in this case?
(ii) Effective rate of GST?

Solution:

(i) Time of supply = 28th August 2019
(ii) Effective rate of GST = 12%

Example 2

Reliable Industries, a readymade garment manufacturer, issued the voucher on
10-07-2019 to their prospective customer for enabling them to buy readymade
garments manufactured by them from their shop. Customer purchased readymade
garments on 20th Aug 2019. Find the time of supply of goods?

Solution:

Time of supply of goods = 10-07-2019.
Note: Time of  supply will be the issuance of the voucher. since the voucher

is identifiable with the goods.

Example 3
Shopper’s Stop store, a large retailer who sells various types of products like
readymade garment, jewellery, cosmetics, fabrics, shoes etc., issued the voucher
on 10-07-2019 to their prospective customer for enabling them to buy any product
from their shop. Customer purchased readymade garments on 20th Aug 2019.
Find the time of supply of goods?
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Solution

Time of supply of goods = 20-08-2019
Note: Time of supply will be the date of encashment of voucher (i.e.

Redemption of voucher), since the voucher is not identifiable with any specific
product.

2.3 PLACE OF SUPPLY OF GOODS AND
SERVICES

Under GST, the ‘Supply’ is a fundamental concept and all the provisions of GST
revolve around it. Under Supply, there are three key elements, namely: time of
supply, place of supply and value of supply.

These three elements together determine the chargeability of taxes on supply.
‘Place of Supply’ under GST is an important factor as it defines whether the
transaction will be counted as intra-state (i.e within the same state) or inter-state(i.e.
between two states) and accordingly the chargeability of tax, i.e. levy of SGST,
CGST & IGST will be determined.

While determining the levy of taxes based on Place of Supply, two
things are considered namely:

(i) Location of Supplier: It is the registered place of business of the
supplier.

(ii) Place of Supply: It is the registered place of business of the recipient.
Exampe

1. Determining Place of Supply for Intra-State Supply of Goods
Assume there is a supplier of craft products, Kloud Kreations Pvt. Ltd having the
registered office in Bangalore, Karnataka. It supplies goods to schools in Manipal,
Karnataka. Here since the supplier as well as the recipient are located in same
state i.e., Karnataka, it will be counted as ‘Intra-State Supply of Goods’ and
hence SGST & CGST will be levied.

2. Determining Place of Supply for Inter-State Supply of Goods
Let us assume the supplier of craft products, Kloud Kreations Pvt. Ltd. is having
the registered office in Bangalore, Karnataka and the recipient i.e., Delhi Public
School is located in Jaipur, Rajasthan. Here since the supplier and the recipient
are located in different states i.e., Karnataka and Rajasthan, it will be counted as
‘Inter-State Supply of Goods’ and hence IGST will be levied.

There are specific provisions for determination of place of supply of goods
such as:

(i) The place of supply of goods: where the supply involves movement
of goods.

(ii) The place of supply of goods: where the supply involves no movement
of goods.

(iii) The place of supply of goods: in case of export & import of goods.
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Also, there are specific provisions for determining the place of supply of
services
(a) Location of the recipient of services

Sl.                  Case                 Location of Recipient of Service
No.

1. Where a supply is received at a place Such place of business.
of business for which the registration
has been obtained.

2. Where a supply is received at a place
other than the place of business for Such fixed establishment.
which registration has been obtained
(a fixed establishment elsewhere).

3. Where a supply is received at more The location of the establishment
one than establishment, whether the most directly concerned with the
place of business or fixed establishment. receipt of the supply.

4. In absence of such places The location of the usual place.
of residence of the recipient.

(b) Location of the provider/supplier of services

Sl.                  Case                 Location of Recipient of Service
No.

 1. Where a supply is made from a place The location of such place of
of business for which the registration business.
has been obtained.

 2. Where a supply is made from a place
other than the place of business for The location of such fixed
which registration has been obtained  establishment.
(a fixed establishment elsewhere).

 3. Where a supply is made from more The location of the establishment
one establishment, whether the than most directly concerned with
or fixed establishment.  the place of business provision of

the supply.
 4. In absence of such places. The location of the usual place of

residence of the supplier.

Example 1
Mr. C of Chennai supplied goods to M/s Spice Jet Airlines of Chennai flying
between Delhi-Mumbai. The goods are loaded in the aircraft in Delhi. Find the
place of supply of goods and levy of tax.

Solution:
Place of supply of goods = Delhi Mr. C of Chennai is liable to pay IGST.

Example 2
Mr. D located in New Delhi, place order on Mr. Delhi of New Delhi for installation
of Air-condition machine in his factory located in Chennai. Mr. D procures the
Indoor and out-door units, set of plugs, electrical cables, distribution boards and
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other items from different States in India and arranges for delivery in Chennai. The
said machine assembled by Mr. Delhi in Chennai. Find the Place of supply of
goods and levy tax?

Solution:

Place of supply of goods = Chennai Mr. D of Delhi is liable to pay IGST.

Illustration 1: (Calculation of time of supply)
Value of services rendered is ̀  5,00,000. Date of issue of invoice is 1/3/2020.
Amount received on 13/3/2020. Ascertain time of supply of services.

Solution:

As completion date is not given, it is assumed that invoice is issued within 30 days
of completion of service. Therefore, Time of Supply = 1/3/2020 or 13/3/2020
WEE 1/3/2020

Illustration 2: (Calculation of time of supply)

Value of services rendered is ̀  6,00,000.
Date of issue of invoice is 3/3/2020.
Advance received on 13/2/2020 is ̀  1,50,000. Balance amount is received

on 15/3/2020. Ascertain Time of supply.

Solution:

For advance of ̀  1,50,000, Time of supply = 3/3/2020 or 13/2/2020 which ever
is earlier.

Therefore, Time of supply = 13/2/2020
For balance amount, time of supply = 3/3/2020. (03/03/2020 or 15/03/

2020 WEE)
Assumed invoice is issued within 30 days of completion of service.

Illustration 3: (Calculation of time of supply)

Shrusti Pvt. Ltd. imports service from UK. From the following details ascertain
Time of Supply:

Date of receipt of service – 25/2/2020
Date of invoice issued by the service provider – 18/2/2020
Date of entry in books of accounts – 20/4/2020

Solution:

Under Reverse charge Mechanism
Time of Supply = 18/2/2020



CGST/SGST – II

NOTES

Self-Instructional
60 Material

Illustration 4: (Calculation of time of supply)

From the following, ascertain Time of supply of services:

 Particulars Value Date of Date of Date of
completion invoice payment service

Service provided to a
dealer in Dharwad ` 2,00,000 15/1/2020 18/2/2020 20/3/2020
Service provided to a
dealer in US ` 1,00,000 23/2/2020 3/2/2020 5/5/2020

Services received from URD ` 3,00,000 20/1/2020 28/1/2020 5/12/2019

Solution:

Time of supply:
(a) Service rendered in Dharwad – 15/1/2019
(b) Service provided in USA – 3/4/2019(RCM)
(c) Service received from URD – 5/12/2018

Illustration 5: (Calculation of time of supply)

Value of services rendered is ̀  2,50,000. Date of issue of invoice is 9.9.2019.
Advance received is ` 50,000 on 15.8.2019. Balance amount received on
11.9.2019. What is the time of supply for ̀  2,50,000?

Solution:

1. For advance money received ` 50,000 = Time of supply shall be
15.8.2019

2. For balance amount of ̀  2,00,000 = Time of supply shall be 9.9.2019
Note: Date of issue of invoice or Date of receipt of amount, whichever is

earlier shall be considered as the time of supply

Illustration 6: (Calculation of time of supply)

Mr. Naveen supplies goods worth ` 24,300 to Mr. Ganesh and issues invoice
dated 25.7.2020 for ` 24,300 and Mr. Ganesh pays ` 25,000 on 30.7.2020
against such supply of goods. The excess ̀  700 is adjusted in the next invoice for
supply of goods issued on 5.8.2020. Identify the time of supply and value of
supply.

Solution:
If excess amount received is less than ̀  1,000, the time of supply shall be the date
of issue of first invoice i.e., 25.7.2020 and value of supply shall be ̀  25,000.

Illustration 7: (Calculation of time of supply)

Mr. Partho supplies goods worth ̀  24,300 to Mr. Bishwajit and issues invoice
dated 22.7.2020 for ` 24,300 and Mr. Bishwajit pays ` 26,000 on 27.7.2020
against such supply of goods. The excess ̀  1,700 is adjusted in the next invoice
for supply of goods issued on 5.8.2020. Date on which payment is entered in the
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books of accounts of supplier is 30.8.2020 and date on which payment is credited
to the bank account is 28.8.2020. Identify the time of supply.

Solution:
If excess amount received is more than ̀  1,000, the time of supply shall be the
date on which payment is entered in books of accounts of the supplier or date on
which payment is credited to the bank, whichever is earlier. Therefore, the date of
supply in this case shall be 28.8.2020 i.e., (30.8.2020 or 28.8.2020, whichever is
earlier).

Illustration 8: (Calculation of time of supply)

If the date of issue of invoice is 31.12.2019, due date of issue of invoice is
15.12.2019, date of advance payment received is 10.12.2019 and date on which
the amount credited to the bank account of supplier is 12.12.2019, what will be
the time of supply?

Solution:
Time of supply shall be the earliest of the following:

1. Date of issue of invoice is 31.12.2019
2. Due date of issue of invoice is 15.12.2019
3. Date of advance payment received is 10.12.2019
4. Date on which the amount credited to the bank account of supplier is

12.12.2019
Therefore, the time of supply shall be 10.12.2019

Illustration 9: (Calculation of time of supply)
If the date of receipt of goods is 15.7.2020, date on which the payment is entered
in the books of accounts is 20.7.2020 and date on which the amount debited in
the bank account is 22.7.2020, what will be the time of supply?

Solution:
Time of supply shall be the earliest of the following:

1. Date of receipt of goods is 15.7.2020
2. Date on which the payment is entered in the books of accounts is

20.7.2020
3. Date on which the amount debited in the bank account is 22.7.2020

Therefore, the time of supply shall be 15.7.2020

2.4 VALUE OF SUPPLY

Provisions under Section 15 of the Central Goods and Services Tax (CGST) Act,
2017 relating to “Value of Taxable Supply”, are as under:

1. The value of a supply of goods or services or both shall be the transaction
value, which is the price actually paid or payable for the said supply of



CGST/SGST – II

NOTES

Self-Instructional
62 Material

goods or services or both where the supplier and the recipient of the
supply are not related and the price is the sole consideration for the
supply.

2. The value of supply shall include–
(a) any taxes, duties, cesses, fees and charges levied under any law for

the time being in force other than this Act, the State Goods and
Services Tax Act, the Union Territory Goods and Services Tax Act
and the Goods and Services Tax (Compensation to States) Act, if
charged separately by the supplier;

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

(c) incidental expenses, including commission and packing, charged
by the supplier to the recipient of a supply and any amount charged
for anything done by the supplier in respect of the supply of goods
or services or both at the time of, or before delivery of goods or
supply of services;

(d) Interest or late fee or penalty for delayed payment of any
consideration for any supply; and

(e) Subsidies directly linked to the price excluding subsidies provided
by the Central Government and State Governments.

Explanation: For the purposes of this sub-section, the amount of subsidy
shall be included in the value of supply of the supplier who receives the
subsidy.

Value of Taxable Supply (Section 15)
Every fiscal statute makes provision for the determination of value as tax which is
normally payable on ad-valorem basis. In GST also, tax is payable on ad-valorem
basis i.e. percentage of value of the supply of goods or services. Section 15 of the
CGST Act and Determination of Value of Supply, CGST Rules, 2017 contain
provisions related to valuation of supply of goods or services made in different
circumstances and to different persons.

Transaction Value [Section 15(1)]

Under GST law, taxable value is the transaction value i.e. price actually paid or
payable, provided the supplier & the recipient are not related, and price is the sole
consideration. In most of the cases of regular normal trade, the invoice value will
be the taxable value. However, to determine value of certain specific transactions,
Determination of Value of Supply rules have been prescribed in CGST Rules,
2017.

Compulsory Inclusions [Section 15(2)]

Any taxes, fees, charges levied under any law other than GST law, expenses
incurred by the recipient on behalf of the supplier, incidental expenses like
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commission & packing incurred by the supplier, interest or late fees or penalty for
delayed payment and direct subsidies (except government subsidies) are required
to be added to the price (if not already added) to arrive at the taxable value.

Exclusion of discounts [Section 15(3)]

Discounts like trade discount, quantity discount etc. are part of the normal trade
and commerce. Therefore, pre-supply discounts i.e. discounts recorded in the
invoice have been allowed to be excluded while determining the taxable value.
Discounts provided after the supply can also be excluded while determining the
taxable value, provided two conditions are met, namely –

(a) discount is established in terms of a pre supply agreement between the
supplier & the recipient and such discount is linked to relevant invoices
and

(b) input tax credit attributable to the discounts is reversed by the recipient.

Rule 1: Taxable value when consideration is not solely in money

In some cases, where consideration for a supply is not solely in money, taxable
value has to be determined as prescribed in the rules.

In such cases, following values have to be taken sequentially to
determine the taxable value:

(i) Open Market Value of such supply.
(ii) Total money value of the supply i.e. monetary consideration plus money

value of the non-monetary consideration.
(iii) Value of supply of like kind and quality.
(iv) Value of supply based on cost i.e. cost of supply plus 10% mark-up.
(v) Value of supply determined by using reasonable means consistent with

principles & general provisions of GST law. (Best Judgement method)
Open Market Value means the full value of money excluding taxes under

GST laws, payable by a person to obtain such supply at the time when supply
being valued is made, provided such supply is between unrelated persons and
price is the sole consideration for such supply.

Supply of like kind & quality means any other supply made under similar
circumstances, is same or closely resembles in respect of characteristics, quality,
quantity, functionality, reputation to the supply being valued.

Example
Where a new phone is supplied for ̀  20000/- along with the exchange of an old
phone and if the price of the new phone without exchange is ̀  24000/-, the open
market value of the new phone is ̀  24000/-.

 (2) Where a laptop is supplied for ̀  40000/- along with a barter of printer
that is manufactured by the recipient and the value of the printer known at the time
of supply is ̀  4000/- but the open market value of the laptop is not known, the
value of the supply of laptop is ̀  44000/-
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Rule 2: Value of supply between distinct and related persons
(excluding Agents)

 A person who is under influence of another person is called a related person like
members of the same family or subsidiaries of a group company etc. Under GST
law, various categories of related persons have been specified and as relation may
influence the price between two related persons therefore special valuation rule
has been framed to arrive at the taxable value of transactions between related
persons.

In such cases following values have to be taken sequentially to determine
the taxable value: (i) Open Market Value. (ii) Value of supply of like kind and
quality. (iii) Value of supply based on cost i.e. cost of supply plus 10% markup.
(iv) Value of supply determined by using reasonable means consistent with principles
& general provisions of GST law. (Best Judgement method)

However if the recipient is eligible for full input tax credit, the invoice value
will be accepted as taxable value. It has also been provided that where the goods
being supplied are intended for further supply as such be the recipient, the value
shall, at the option of the supplier, be an amount equivalent to 90% of the price
charged for the supply of goods of like kind and quality by the recipient to his
unrelated customer.

Rule 3:Value of supply of goods made or received through an agent

(a) Open market value of goods being supplied, or, at the option of the
supplier, 90% of the price charged for the supply of goods of like kind
and quality by the recipient to his unrelated customer.

Example
Where a principal supplies groundnut to his agent and the agent is
supplying groundnuts of like kind and quality in subsequent supplies at a
price of   ̀  5000/- per quintal on the day of supply. Another independent
supplier is supplying groundnuts of like kind and quality to the said agent
at the price of  ̀  4550/- per quintal. The value of the supply made by
the principal shall be ` 4550/- per quintal or where he exercises the
option the value shall be 90% of the ̀  5000/- i.e. is ̀  4500/- per quintal.

(b) In case value cannot be determined under (a) then following values have
to be taken sequentially to determine the taxable value:-
(i) Value of supply based on cost i.e. cost of supply plus 10% mark-

up.
(ii) Value of supply determined by using reasonable means consistent

with principles & general provisions of GST law. (Best Judgement
method)

Rule 5: Value of supply of services in case of a Pure Agent
Subject to fulfilment of certain conditions, the expenditure and costs incurred by
the supplier as a pure agent of the recipient of supply of service, has to be excluded
from the value of supply.
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Example

Corporate services firm A is engaged to handle the legal work pertaining to the
incorporation of Company B. Other than its service fees, A also recovers from B,
Registration fee and Approval fee for the name of the company paid to Registrar
of the Companies. The fees charged by the Registrar of the companies registration
and approval of the name are compulsorily levied on B. A is merely acting as a
pure agent in the payment of those fees. Therefore, A’s recovery of such expenses
is a disbursement and not part of the value of supply made by A to B.

Determination of value in respect of few specific supplies [Section
15(5)]

Methods to determine Taxable value of following five specific supplies have also
been prescribed under valuation Rules. These can be used by the supplier if he so
desires.

(a) Purchase or sale of foreign currency including money changing.
(b) Booking of tickets for air travel by an air travel agent.
(c) Life insurance business.
(d) Value of supply of Second hand goods.
(e) Value of redeemable Vouchers/Stamps/Coupons/ Tokens.

Taxable Person under GST

Taxable person under GST is anyone who is registered under GST or required to
be registered under GST. Various criterias like turnover, business activity or
transaction have been specified in GST Act, which details persons liable to be
registered under GST. Further, any person having registration under Service Tax,
VAT or Central Excise on the date of GST coming into force will automatically be
considered a taxable person under GST.

GST Definition of Taxable Person

The term “person” has been defined in Section 2(73) of the GST Act as
follows:

An Individual
A Hindu Undivided Family
A Company
A Partnership Firm
A Limited Liability Partnership
An Association of Persons or a Body of Individuals, whether
incorporated or not, in India or outside India
Any Corporation Established by or under any Central, State or Provincial
Act, or a Government Company
Any body corporate incorporated by or under the laws of a country
outside India
A co-operative society registered under any law relating to cooperative
societies
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A local authority
Government
Society as defined under the Societies Act, 1860
Trusts Artificial judicial person, not falling within any of the above
categories

The definition for taxable person under GST is similar to the definition in the
existing Service Tax law. Its important to note that the definition for taxable person
includes all kinds of judicial persons (artificial persons) also and not only natural
persons.

Who shall be liable to pay GST?

While the ultimate burden of an indirect tax is to be borne by the consumer, the
responsibility to collect and deposit in such cases rests with the supplier.  Thus
Supplier as provided in Schedule III of Model GST Acts shall be liable for collection
and deposit of GST.

Taxable Person means a person who carries on any business at any place in
India in case of proposed Central Goods And Services Tax Act, 2016 or respective
State in case of proposed State Goods And Services Tax Act, 2016  and who is
registered or required to be registered under Schedule III of this Act. Thus, in
case a person is not carrying any business, he shall not be called a taxable person
and no liability as a supplier of output service can be fastened on such person.
The following category of persons have been specified in Schedule III who shall
require to obtain registration and pay GST under the new regime:

Supplier making supplies above basic threshhold Limit: Every supplier
shall be liable to be registered under this Act in the State from where he
makes a taxable supply of goods and/or services if his aggregate turnover
in a financial year exceeds Rs nine lakh.  This threshold of four lakh will
apply only if the taxable person conducts his business in any of the NE
States including Sikkim.
Persons already registered under an earlier law which are subsuming in
GST.
Transferee, or the successor of a business.
Transferee in case of amalgamation or de-merger.
Persons making any inter-State taxable supply.
Casual taxable persons.
Persons who are required to pay tax under reverse charge.
Non-resident taxable persons.
Persons who are required to deduct tax under section 37.
Persons who supply goods and/or services on behalf of other registered
taxable persons whether as an agent or otherwise, irrespective of the
threshold specified under paragraph 1.
Input service distributor.
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Persons who supply goods and/or services, other than branded services,
through electronic commerce operator.
Every electronic commerce operator.
An aggregator who supplies services under his brand name or his trade
name.
Such other person or class of persons as may be notified by the Central
Government or a State Government on the recommendations of the
Council.

All the above persons (except in the first case) are required to obtain
registration irresptive of their turnover.  Such taxable persons shall be required to
pay GST under the proposed law.  Further,

However, there are certain persons who are excluded from the definition of
Taxable persons and thus, even when such persons are engaged in business and
makes supply, they shall not be classified as taxable person for all GST Acts. Such
persons as excluded are:

Agriculturist:
Persons who are required to be registered under Schedule III but have
a turnover less than 10 Lakhs [5 Lakhs in North Eastern states].
Any person who provides services as an employee to his employer.
Any person engaged in the business of exclusively supplying goods and/
or services that are not liable to tax under this Act.
Any person, liable to pay tax under sub-section (3) of section 7,  receiving
services of value not exceeding a specified limit in a year for personal
use, other than for use in the course or furtherance of his business.

Specified persons shall be required to pay GST under reverse charge
As per Section of the proposed Acts, Central or State Governments have been
empowered under the proposed Acts to specify categories of supply of goods
and/or services the tax on which is payable on reverse charge basis and the tax
thereon shall be paid by the person receiving such goods and/or services. Thus,
only in case of reverse charge, persons other than Taxable persons can be required
to pay GST.
Payment of GST by Government
Central Government, a State Government or any local authority shall be regarded
as a taxable person in respect of activities or transactions in which they are engaged
as public authorities other than the activities or transactions as specified in Schedule
IV to the two Acts.

Illustration 1: (Calculation of Aggregate turnover)
Vision Private Limited has the following details for the year 2019-20:

 `

Intra-state supplies 1,50,000
Inter-state supplies 8,00,000
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Value of exports 1,70,000
Exempt supplies 50,000

Compute the aggregate turnover.

Solution:

Calculation of Aggregate Turnover

 Particulars `

Intra-state supplies 1,50,000
Inter-state supplies 8,00,000
Value of exports 1,70,000
Exempt supplies 50,000

Aggregate turnover 11,70,000

Illustration 2: (Calculation of Aggregate turnover)

Star Paper Private Limited has the following details for the year 2019-20. Compute
the aggregate turnover.

 Particulars `

1. Intra-state supplies 4,00,000
2. Inter-state supplies 5,00,000
3. Non-taxable supplies 20,000
   (included in exempt supplies)
4. Value of exports 70,000
5. Exempt supplies 60,000
6. IGST paid 20,000

Solution:

Calculation of Aggregate Turnover

 Particulars `

1. Intra-state supplies 4,00,000
2. Inter-state supplies 5,00,000
3. Value of exports 70,000
4. Exempt supplies 60,000

Aggregate turnover 10,30,000

Note: As per GST law, IGST paid shall not be considered while calculating
aggregate turnover as it is not provided in definition of aggregate turnover.
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Illustration 3:

From the following details of M/s Star in Bangalore, compute aggregate turnover:
Supplies to Mysore ̀  2,00,000
Supplies to Puducherry ̀  1,50,000
Supply made to a dealer in Mangalore in course of export ̀  2,50,000
Supply made to a dealer in Switzerland ̀  4,50,000
Supply made to a dealer in UP ̀  1,00,000

Solution:
Aggregate turnover = 2,00,000 + 1,50,000 + 2,50,000 +

      4,50,000 + 100,000
   = ` 11,50,000

Illustration 4:

The Ashoka Hotel Group of Companies provided the following services within
the state of Kerala from its various establishments. Compute the amount of GST
payable for the Month March 2020.

1. Supply of food or drinks in restaurant not having facility in air conditioning
facilities @ 12% GST ̀  30,000.

2. Supply of food or drinks in restaurant having licence to serve liquor @
18% GST ` 90,000.

3. Supply of food or drink in outdoor catering @ 18% GST ̀  1,50,000.
4. Renting of Hotels rooms @ 18% GST ̀  2,25,000.
5. Supply of food and drink in air conditioning restaurtant in 5 star or

above rated hotel @ 28% GST ̀  1,50,000.

Solution:
Computation of GST Payable

Particulars Nature of    Value CGST SGST
Supply

Supply of food or drinks in
restaurant not having facility
in air conditioning facilities
(30,000 × 12% × ½) Intra 30,000 1,800 1,800
Supply of food or drinks in
restaurant having
 licence to serve liquor
(90,000 × 18% × ½) Intra 90,000 8,100 8,100
Supply of food or drinks
outdoor catering Intra 1,50,000 13,500 13,500
(1,50,000 × 18% × ½)
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Renting of Hotels rooms
(2,25,000 × 18% × ½) Intra 2,25,000 20,250 20,250
Supply of food and drink in air
conditioning restaurtant in 5 star or
above rated hotel
(1,50,000 × 28% × ½) Intra 1,50,000 21,000 21,000

Total output Tax payable 64,650 64,650

Illustration 5

The Move N Pick (5 star) provided the following services within the state of
Karnataka from its various establishments. Compute the amount of GST payable
for the Month August 2020.

1. Supply of food in restaurant ̀  15,000 without air conditioning facilities
@ 12% GST.

2. Supply of drink in restaurant ̀  50,000 with licence to serve liquor @
18% GST.

3. Supply of food or drink in outdoor catering ̀  80,000 @ 18% GST.
4. Hotels rooms ̀  2,50,000 @ 18% GST.
5. Supply of food and drink in 5 star hotel and restaurtant service ̀  75,000

@ 28% GST.
6. Gifts to office staff ̀  20,000

Solution:

Computation of GST Payable

Particulars Nature of    Value CGST SGST
Supply

Supply of food in restaurant
without air conditioning facilities
(15,000 × 12% × ½) Intra 15,000 900 900
Supply of drink in restaurant
with licence liquor to serve
(50,000 × 18% × ½) Intra 50,000 4,500 4,500
Supply of food/drink in
outdoor catering
(80,000 × 18% × ½) Intra 80,000 7,200 7,200
Hotels rooms
(2,50,000 × 18% × ½) Intra 2,50,000 22,500 22,500
Supply of food and drink in 5
star hotel and restaurtant Intra 70,000 9,800 9,800
service (70,000 × 28% × ½)
Gifts given to office staff Intra 20,000 0 0

Total output Tax payable 44,900 44,900
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Note: Gifts upto ̀  50,000 to an employee is exempted from the payment
of GST.

Illustration 6: (Calculation of IGST)
Mr. Harish is a registered dealer in Jaipur. From the following particulars, find out
payable on outwards supply:

1. Chocolates not containing Cocoa worth ̀  2,04,000 sold to a registered
dealer of Punjab (IGST rate is 18%).

2. Mineral water worth ` 2,20,000 were transferred to their branch at
Kolkata (IGST rate is 18%).

3. Ayurvedic medicines worth ̀  1,64,800 are sold to the registered dealer
of MP. (IGST rate is 5%).

4. Skimmed milk powder worth ̀  54,000 are sold to the registered dealer
of UP. (IGST rate is 5%).

5. Goods amounting to ` 3,10,000 were sold to firm of London in the
course of export outside India.

6. Silver worth ̀  5,40,000 are sold to a registered dealer of UP. (IGST
rate is 3%).

7. Coffee beans worth ` 2,20,000 were transferred to their branch at
Kolkata.

8. Sale of Petroleum products to a register dealer in UP for ̀  2,50,000.
9. Sale of alcoholic liquor for human consumption to a registered dealer in

MP for ̀  4,50,000.

Solution:

 Particulars Nature of    Value Rate of IGST
Supply tax (%) payable

Chocolates not containing
Cocoa sold to a registered
dealer of Punjab Inter 2,04,000 18 36,720
Mineral water were transferred
 to their branch at Kolkata Inter 2,20,000 18 39,600
Ayurvedic medicines are sold
to an registered dealer of MP Inter 1,64,800 5 8,240
Skimmed milk powder are sold
to an registered dealer of UP Inter 54,000 5 2,700
Goods amounting to ̀  3,10,000
were sold to firm of London in
the course of export
outside India (Exports are free
from GST) Inter 3,10,000 0 0
Silver sold to an registered
dealer of UP Inter 5,40,000 3 16,200
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Coffee beans worth ̀  2,20,000
were transferred to their branch
at Kolkata (Coffee beans are
taxable at Zero rate) Inter 2,20,000 0 0
Sale of Petroleum products
to a register dealer in UP for
` 2,50,000 (Petroleum products
are free from GST) Inter 2,50,000 0 0
Sale of alcoholic liquor for
human consumption to a
register dealer in MP for
` 4,50,000 (alcoholic liquors
are free from GST) Inter 4,50,000 0 0

Tax payable on outwards supply 1,03,460

Illustration 7: (Calculation of GST payable in case of mixed supply)

Mr. Shekhar, (dealer in Delhi) entered into a contract with a supplier in Mysore to
deliver Machinery along with essential accessories. From the information determine
the total amount of GST payable u/s 15 of the CGST Act 2017.

`

Price of machinery (exclusive of GST) 6,00,000
Installation and erection expenses charged separately in invoice 46,000
Packing charges charged separately in invoice 4,000
Design and engineering charges charged separately in invoice 55,000
Pre delivery inspection charges 6,000
Rate of GST on machinery 18%

Cash discount of ̀  25,000 was allowed as per terms of contracts. Since
full payment was received before dispatch of machinery.

The machine is supplied along with accessories (optional) at ̀  10,000 and
the rate of duty applicable to these accessories is 28%.

Find the GST payable, if the rate of GST on Principal Supply is 18%.

Solution:
Computation of Transaction Value and GST Payable

 Particulars ` `

Price of goods (excluding GST) 6,00,000
Add:
Installation and erection expenses charged separately 46,000
Packing charges (primary and secondary 4,000
Design and engineering charges 55,000
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Pre delivery inspection charges 6,000
Brought–out accessories 10,000 1,21,000

7,21,000
Less: Cash discount 25,000
Transaction Value 6,96,00

IGST payable (6,96,000 x 28%) 1,94,880

Note: In this case accessories have highest rate (28%) than principal supply
(18%). Therefore, accessories rate should be considered.

Check Your Progress

1. Mr. C of Chennai supplied goods to M/s Spice Jet Airlines of Chennai
flying between Delhi-Mumbai. The goods are loaded in the aircraft in Delhi.
Find the place of supply of goods and levy of tax?

2. Value of services rendered is ` 2,50,000. Date of issue of invoice is
9.9.2019. Advance received is ̀  50,000 on 15.8.2019. Balance amount
received on 11.9.2019. What is the time of supply for ̀  2,50,000?

2.5 INPUT TAX

As per Section 2(62) of the Central Goods and Services Tax (CGST) Act, 2017,
unless the context otherwise requires, the term “input tax” in relation to a registered
person, means the central tax, State tax, integrated tax or Union territory tax charged
on any supply of goods or services or both made to him and includes:

(a) The integrated goods and services tax charged on import of goods.
(b) The taxes payable on reverse charge basis but does not include the tax

paid under the composition levy.

Input Tax Credit

As per Section 2(63) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “input tax credit” means the credit of input tax.

Eligibility to avail Input Tax Credit (ITC)

“Input Tax” in relation to a taxable person, means the Goods and Services Tax
charged on any supply of goods and/or services to him which are used or are
intended to be used, during furtherance of his business. Fulfillment of Input Tax
Credit under GST – Conditions To Claim is one of the most critical activity for
every business to settle its tax liability.

ITC being the backbone of GST and a major matter of concern for the
registered persons, conditions for eligibility to ITC and eligible ITC have been
prescribed which in majority in line with pre-GST regime. These rules are also
quite particular and stringent in its approach.
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Input Tax Credit under GST - Conditions to Claim

A registered person will be eligible to claim Input Tax Credit (ITC) on fulfillment
of the following conditions:

1. Possession of a tax invoice or debit note or document evidencing
payment.

2. Receipt of goods and/or services.
3. Goods delivered by supplier to other person on the direction of registered

person against a document of transfer of title of goods.
4. Furnishing of a return.
5. Where goods are received in lots or installments ITC will be allowed to

be availed when the last lot or installment is received.
6. if supplier fails to supply of goods and/or services within 180 days from

the date of invoice, ITC already claimed will be added to output tax
liability.

7. No ITC will be allowed if depreciation has been claimed on tax
component of a capital good.

8. If invoice or debit note is received after
(a) The due date of filing return for September of next financial year.
or
(b) Filing annual return.

9. Common credit of ITC used commonly for
(a) Effecting exempt and taxable supplies.
(b) Business and non-business activity.

Credit will be allowed according to the RULES

Items on which credit is not allowed

1. Motor vehicles and conveyances except the following:
(a) Such motor vehicles and conveyances are further supplied i.e., sold.
(b) Transport of passengers.
(c) Used for imparting training on driving, flying, navigating such vehicle

or conveyances.
(d) Transportation of goods.
(e) Food and beverages, outdoor catering, beauty treatment, health

services, cosmetic and plastic surgery.
But if the goods and/or services are taken to deliver the same category
of services or as a part of a composite supply, credit will be available
Example: Mr. Dev purchases cosmetic creams to supply it to a
customer, and then credit of ITC paid on purchases will be allowed.

2. Sale of membership in a club, health, fitness centre.
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3. Rent-a-cab, health insurance and life insurance except the following:
(a) Government makes it obligatory for employers to provide it to its

employees.
(b) Goods and/or services are taken to deliver the same category of

services or as a part of a composite supply, credit will be available.
Example: Mr. Dev takes the service of rent-a-cab to supply to Mr.
Manoj, a customer, then credit of ITC paid on purchases will be allowed.

4. Travel benefits extended to employees on vacation such as leave or
home travel concession.

5. Works contract service for construction of an immovable property
(except plant & machinery or for providing further supply of works
contract service).

6. Goods and/or services for construction of an immovable property
whether to be used for personal or business use.

7. Goods and/or services where tax has been paid under composition
scheme.

8. Goods and/or services used for personal use.
9. Goods or services or both received by a non-resident taxable person

except for any of the goods imported by him.
10. Goods lost, stolen, destroyed, written off or disposed of by way of gift

or free samples.
11. ITC will not be available in the case of any tax paid due to non payment

or short tax payment, excessive refund or ITC utilized or availed by the
reason of fraud or willful misstatements or suppression of facts or
confiscation and seizure of goods.

Input Tax Credit in Special Circumstances in GST

Section 18 of the CGST Act provides for credit of input tax in respect of transitional
stock. Transitional stock for this purpose would mean inputs held in stock and
inputs contained in semi-finished or finished goods held in stock on the specified
day. Transitional credit has been allowed in case of a new registrant under four
different circumstances as follows:

(i) New Registration: A person who has applied for registration under
the Act within thirty days from the date on which he becomes liable to
registration and has been granted such registration. Transitional stock in
this case would refer to the stock as on the day immediately preceding
the date from which he becomes liable to pay tax under the provisions
of this Act.

(ii) Voluntary Registration: A person, who takes a voluntary registration
under sub-section (3) of section 25. Transitional stock in this case would
refer to the stock as on the day immediately preceding the date of grant
of registration.



CGST/SGST – II

NOTES

Self-Instructional
76 Material

(iii) Person Exceeding the Turnover Limit for Composition Levy: Any
registered taxable person who ceases to pay tax under composition
levy as provided in section 10. Transitional stock in this case would
refer to the stock as on the day immediately preceding the date from
which he becomes liable to pay tax under section 9. In this case, even
the capital goods are eligible for transitional credit as reduced by such
percentage points as may be prescribed in this behalf.

(iv) Withdrawal of Exemption: An exempt supply of goods or services
by a registered taxable person becoming a taxable supply, may be due
to withdrawal of the exemption. Transitional stock in this case would
refer to the stock relatable to such exempt supply and capital goods
exclusively used for such exempt supply, on the day immediately
preceding the date from which such supply becomes taxable. The credit
on capital goods shall be reduced by such percentage points as may be
prescribed in this behalf.

Input Tax Credit (ITC) In Certain Special Circumstances under GST

(a) Mandatory Registration

If a person who has applied for registration under the Act within thirty days from
the date on which he becomes liable to registration and has been granted such
registration then he shall be entitled to take credit of input tax in respect of inputs
held in stock and inputs contained in semi-finished or finished goods held in stock
on the day immediately preceding the date from which he becomes liable to pay
tax under the provisions of this Act. ITC cannot be claimed after expiry of one
year from the date of issue of tax invoice relating to supply for which ITC is
claimed. ITC of Input services are not admissible in such cases.

Example: ABC Ltd. becomes liable to pay tax on 1st December, 2017 and
has obtained registration on 13th January, 2018. ABC Ltd. is eligible for input tax
credit on inputs held in stock as on 30th November, 2017.

If the registration is not taken within 30 days from the date the person so
becomes liable then ITC on pre-registration stock would not be admissible.

(b) Voluntary Registration

A taxable person takes voluntary registration even if his turnover is below exemption
limit (below twenty lakh/ten lakh rupees, as the case may be). The person who
obtains voluntary registration is entitled to take the input tax credit of input tax on
inputs in stock, inputs in semi-finished goods and finished goods in stock, held on
the day immediately preceding the date of grant of registration. ITC cannot be
claimed after expiry of one year from the date of issue of tax invoice relating to
supply for which ITC is claimed.

(c) Switching from Composition Scheme

If a taxable person paying tax on compounding basis crosses the compounding
threshold and becomes a regular taxable person, then he can avail ITC in respect
of inputs held in stock and inputs contained in semi-finished or finished goods held
in stock and on capital goods on the day immediately preceding the date from
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which he becomes liable to pay tax under normal scheme. ITC cannot be claimed
after expiry of one year from the date of issue of tax invoice relating to supply for
which ITC is claimed.

(d) Exempt supply become taxable

If an exempt supply of goods and or services by a registered taxable person
becomes a taxable supply then such taxable person can avail ITC in respect of
inputs held in stock and inputs contained in semi finished or finished goods held in
stock and on capital goods exclusively used for such exempt supply on the day
immediately preceding the date from which such supply becomes taxable. ITC
cannot be claimed after expiry of one year from the date of issue of tax invoice
relating to supply for which ITC is claimed. As per rule of the ITC, input two
credit on capital goods as per c & d above shall be claimed after reducing the tax
paid on such capital goods by 5% points per quarter of a year or part thereof from
the date of invoice or such other documents on the trust of which capital goods
have received by the taxable the claim of ITC as per paras a, b, c and d above
shall be filed in Form GST ITC-01.

2.6 PRACTICAL PROBLEMS ON ITC

Illustration 1: (Calculation of Excess ITC)
Mr. Rahul purchases 5,500 bags whose assessable value is ̀  100 per bag. SGST
& CGST payable is 6% each. SGST & CGST paid on input goods and services
is ̀  50,000 each. Mr. Rahul sells 4,500 bags within the state, exports 500 bags
and balance 500 bags is in stock. Calculate his net GST payable.

Solution:
Calculation of Net GST Payable

 Particulars CGST (`) SGST (`)

Output Tax Liability 27,000 27,000
CGST (4,500 × 100 × 6%) = 27,000
SGST (4,500 × 100 × 6%) = 27,000
Exports Nil
(GST is not payable on export of goods)
Less: Input tax credit
CGST = 50,000 and SGST = 50,000 50,000 50,000

Excess credit (23,000) (23,000)

Note:
1. Mr. Rahul can claim ITC, even if 500 bags are not sold.
2. Exports are free from GST.
3. Excess credit can be claimed as refund/can be carried forward in

electronic credit ledger and can be used in the subsequent period.
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Illustration 2: (Calculation of excess ITC)

Mr. M John supplies goods within the state and its value is ` 12,00,000. The
value of goods exported ̀  20,00,000. The value of receipt of goods from other
state is ` 20,00,000. If IGST rate is 18%, SGST & CGST rate is 9% each,
calculate net GST payable.

Solution:

 Particulars CGST SGST IGST Total

Tax Payable Amount 1,08,000 1,08,000 - 2,16,000
(12,00,000 (12,00,000

 × 9%)  × 9%)

Less: Input Tax Credit - - - -
CGST - - - -
SGST - - - -
IGST (20,00,000 x 18%) 1,08,000 1,08,000 - 3,60,000

Balance Payable Nil Nil Nil  (1,44,000)

1. GST is not payable on Exports.
2. Excess credit of IGST of  ̀  1,44,000 (3,60,000 - 1,08,000 - 1,08,000)

can be claimed as refund/can be carried forward in electronic credit
ledger and can be used in the subsequent period.

Illustration 3: (Utilization of ITC when Intra-state supply of Goods/
Services)
M/s Usha Ltd. of Bengaluru having registered business premises makes the supplies
Goods worth ̀  15,00,000 to M/s Saha Ltd., Which has also registered business
in Mysuru. Further M/s Saha Ltd. sells the goods to its customer in Magaluru for
` 18,00,000. Compute the taxability under GST if GST rate 18%.

Solution:

Particulars M/s Usha M/s Saha
Ltd. Ltd.

Transaction value of supply 15,00,000 18,00,000
Total Tax Liability
CGST @ 9% 1,35,000 1,62,000
SGST @ 9% 1,35,000 1,62,000
Less: Input Tax Credit
CGST nil 1,35,000
SGST nil 1,35,000
Tax Payable in Cash
CGST 1,35,000 27,000
SGST 1,35,000 27,000
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Illustration 4: (Utilization of ITC when Inter-state Purchase by Intra-
state supply)

M/s Murthy Ltd. of Bengaluru having registered business premises makes the
supplies Goods worth ̀  30,00,000 to M/s Naidu Ltd. which has also registered
business in Hyderabad. Further M/s Naidu Ltd. Sells the goods to its customer in
Hyderabad for ` 32,00,000.  Compute the taxability under GST if GST rate
18%.

Solution:

Particulars M/s Murthy  M/s Naidu
Ltd. Ltd.

Transaction value of supply 30,00,000 32,00,000
Total Tax Liability
CGST @ 9% nil 2,88,000
SGST @ 9% nil 2,88,000
IGST @ 18% 5,40,000 nil
Less: Input Tax Credit
CGST nil 2,88,000
SGST nil 2,52,000
ICST - -
Tax Payable in Cash
CGST nil nil
SGST nil 36,000
IGST 5,40,000 nil

Illustration 5: (Utilization of ITC when Intra-state Purchase by Inter-
state supply)
M/s Pandey Ltd. of Mumbai having registered business premises makes the supplies
Goods worth ̀  7,00,000 to M/s Jain Ltd. which has also registered business in
Mumbai. Further M/s Jain Ltd. sells the goods to its customer in Bengaluru for
` 9,00,000. Compute the tax implication under GST if GST rate is  18%.

Solution:

Particulars M/s Pandey M/s Jain
Ltd. Ltd.

Transaction value of supply 7,00,000 9,00,000
Total Tax Liability
CGST @ 9% 63,000 nil
SGST @ 9% 63,000 nil
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IGST @ 18% nil 1,62,000
Less: Input Tax Credit
CGST nil 63,000
SGST nil 63,000
ICST - -
Tax Payable in Cash
CGST 63,000 nil
SGST 63,000 nil
IGST nil 36,000

Illustration 6: (Calculation of excess ITC)

Mr. Vivek Shukla purchases 10,000 bags whose assessable value is ` 200 per
bag. SGST & CGST payable is 9% each. SGST & CGST paid on input goods
and services is ` 1,80,000 each. Mr. Vivek Shukla sells 3,000 bags within the
state, exports 6,000 bags and balance 1,000 bags is in stock. Calculate his net
GST payable.

Solution:
Calculation of Net GST Payable

 Particulars CGST (`) SGST (`)

Output Tax Liability 54,000 54,000
CGST (3,000 × 200 × 9%) = 54,000
SGST (3,000 × 200 × 9%) = 54,000
Exports Nil
(GST is not payable on export of goods)
Less: Input tax credit
CGST = 1,80,000 and SGST = 1,80,000 1,80,000 1,80,000

Excess credit (1,26,000) (1,26,000)

Note: 1. Mr. Vivek Shukla can claim ITC, even if 1000 bags are not sold.
2. Exports are free from GST. 3. Excess credit can be claimed as refund/can be
carried forward in electronic credit ledger and can be used in the subsequent
period.

Illustration 7: (Problems on Input tax credit)
Singham Ltd. is into trading has following purchases during the month of April,
2019. Determine GST liability

(a) Purchase of the goods during April 2019 worth ̀  2,00,000 and paid
GST ̀  24,000

(b) Purchase from a dealer registered under composition scheme ̀  50,000
and paid GST ̀ 1,000
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(c) Dined in a restaurant with customers and spent  ` 10,000 and paid
GST ` 500

(d) Purchase of the goods during March 2019 ̀  1,00,000 and paid GST
` 12,000

(e) Purchase of goods during April 2019 but delivered in the month of May
2019 `1,00,000 and GST paid ` 18,000

Solution:

Input tax credit available is ̀  24,000
ITC is not available when purchased from a dealer registered under

composition scheme, dinning with customers, purchases not relating to the month
of April, goods not received in the month of April.

Illustration 8: (Calculation of excess ITC)

Mrs. Haritha supplies goods within the state and its value is ̀  6,00,000. The value
of goods exported ̀  10,00,000. The value of receipt of goods from other state is
` 10,00,000. If IGST rate is 18%, SGST & CGST rate is 9% each, calculate net
GST payable.
Solution:

 Particulars CGST SGST IGST Total

Tax Payable Amount 54,000 54,000 - 1,08,000
(6,00,000 (6,00,000

 × 9%)  × 9%)

Less: Input Tax Credit - - - -
CGST - - - -
SGST - - - -
IGST 54,000 54,000 - 1,80,000

(10,00,000
 × 18%)

Balance Payable Nil Nil Nil -72,000

1. GST is not payable on Exports.
2. Excess credit of IGST of ̀  72,000 (1,80,000 - 54,000 - 54,000) can

be claimed as refund/can be carried forward in electronic credit ledger
and can be used in the subsequent period.

Illustration 9: (Calculation of IGST, if goods are imported)

Shri Nagraja (Registered dealer) imported goods for ` 90,000 and incurred
expenses to produce final saleable goods of ` 10,000. BCD @ 10 % was
chargeable on imported goods. These manufactured goods were sold in the custom
warehouse for ̀  45,00,000. Rate of IGST is 12%. Compute value of imported
goods, aggregate sale value and net GST payable for the transaction.
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Solution:

Calculation of cost of production

 Particulars Amount (`)

Cost of Goods imported + other expenses (90,000 + 10,000) 1,00,000
Add: landing charges (1,10,000 × 1%) 1,000
Total value of imports 1,01,000
Add: Basic customs duty @ 10% 10,100
Add: Education cess (10,100 × 4%) 404

Value of imported goods 1,11,504

Calculation of aggregate sale value

 Particulars Amount (`)

Sale Value 45,00,000

Net GST payable

 Particulars IGST (`)

Output tax (IGST) (45,00,000 × 12%) 5,40,000
Less: Input tax credit
IGST (1,11,403 × 12%) 13,368

Net tax payable 5,26,631

Illustration 10: (Calculation of Net GST payable)
Mr. Laxman (registered dealer) purchased goods for ̀  10,50,000 from a registered
dealer outside the State. He sold goods locally for ̀  10,50,000. Again he sold
goods outside the State for ̀  10,00,000. If CGST is 9%, SGST is 9% and IGST
18%, calculate net GST payable.

Solution:
Calculation of Net GST Payable

 Particulars CGST (`) SGST (`) IGST (`)

Output Tax Liability 94,500 94,500 1,80,000
CGST (10,50,000 × 9%) = 94,500
SGST (10,50,000 × 9%) = 94,500
IGST (10,00,000 × 18%) = 1,80,000
Less: Input tax credit
IGST (10,50,000 × 18%) = 1,89,000 9,000 - 1,80,000

Tax Payable Amount 85,500 94,500 Nil
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Note: Input tax credit of ̀  1,89,000 is available on IGST. This input tax
credit should first be utilized for payment of IGST of ̀  1,80,000 and balance of
` 9,000 is to be used for payment of CGST.

Illustration 11: (Calculation of Net GST payable)
Output tax payable by Mr. Sumanth - CGST ` 96,000, SGST ` 96,000 and
IGST payable is ̀  2,40,000. Suppose the dealer purchases goods interstate and
have input tax credit of IGST available is ` 3,80,000. Compute the net GST
payable.

Solution:
Calculation of Tax Payable

 Particulars CGST SGST IGST Total

Output Tax Payable 96,000 96,000 2,40,000 4,32,000
Less: Input Tax Credit
CGST – - –
SGST – – –
IGST 96,000 44,000 2,40,000 3,80,000

(B/F)

Balance Payable – 52,000 – 52,000

Note: Input tax credit of ̀  3,80,000 is available on IGST. This input tax
credit should first be utilized for payment of IGST of ̀  2,40,000 and balance of
` 1,40,000 is to be used first for payment of CGST of ̀  96,000 and remaining of
` 44,000 for SGST. He is liable to pay balance amount of SGST of ̀  52,000.

Illustration 12: (Calculation of Net GST payable)
The taxable supplies made by Mr. Amar Gupta (Registered Dealer) in Karnataka
is as follows:

1. Intra-state supplies ̀  7,00,000
2. Inter-state supplies ̀  7,00,000
3. He purchases ten vacuum cleaners worth ` 2,00,000 for business

purposes but uses them for his domestic purpose.
Calculate net GST payable, if Mr. Amar Gupta has IGST input credit of

` 1,50,000. (CGST is 6%, SGST is 6% and IGST is 12%)

Solution:
Calculation of Tax Payable

 Particulars CGST SGST IGST Total

Output Tax Payable 42,000 42,000 84,000 1,68,000
[7,00,000 × 6% each]
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Less: Input Tax Credit
IGST 42,000 24,000 84,000 1,50,000

(B/F)

Balance Payable – 18,000 – 18,000

Note: The input tax on the vacuum cleaner used for home purposes is not
eligible for claim.

Illustration 13: (Calculation of input tax credit eligible on inputs)

From the following details, Compute the input tax credit eligible on inputs.

`

Raw material “R” purchased within the state (GST @ 5%) 4,00,000
Raw material “A” purchased from local market (GST @ 12%) 3,00,000
Raw material “M” Purchased from registered dealer (5% @ GST) 80,000
Raw material “A” purchased within the state from unregistered
dealer @ (18% @ GST) 4,00,000
Raw material “C” purchased within the state from a
dealer, who opted for composition scheme (12% @ GST) 4,00,000
Raw material “H” imported from UK excluding IGST @ 28% 80,000
Raw material “A” purchased from other state (exclusive
of IGST @ 5%) 40,000
Raw material “N” imported from USA (including BCD
and excluding  IGST @ 12%) 5,50,000
Raw material “D” imported from Pakistan
(inclusive of BCD and GST @ 18%) 1,18,000
Raw material “R” purchased at 0% rate 20,00,000
Raw material “A” purchased was exempt from GST
at the time of purchase 5,00,000

Solution:
Calculation of Input Tax Credit

Particulars CGST (`) SGST (`) IGST (`)

Raw material “R” purchased within
the state (4,00,000 × 5% × ½) 10,000 10,000 0
Raw material “A” purchased from
 local market (3,00,000 × 12% × ½) 18,000 18,000 0
Raw material “M” Purchased from
registered dealer (80,000 × 5% × ½) 2,000 2,000 0
Raw material “A” purchased
within the state from unregistered
 dealer (not eligible) 0 0 0
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Raw material “C” purchased within the
state from a registered dealer who opted
for composition scheme 0 0 0
Raw material “H” imported from UK
(80,000 × 28%) 0 0 22,400
Raw material “A” purchased from other state
(40,000 × 5%) 0 0 2,000
Raw material “N” imported from USA
(5,50,000 × 12%) 0 0 66,000
Raw material “D” imported from Pakistan
(1,18,000 × 18/118) i.e., 1,00,000 × 18% 0 0 18,000
Raw material “R” purchased  at nil rate
Raw material “A” purchased was
exempt from 0 0 0
GST at the time of purchase 0 0 0
Tax on outward supply 30,000 30,000 1,08,400
Less: Input tax credit 0 0 80,000

30,000 30,000 28,400

Note: The unregistered dealer and the dealer opting for the composition
scheme become uneligible for the ITC.

2.7 REGISTRATION

The structure of GST stands on the foundation of the registration system, because
it is a registered person who is liable to pay tax and who is eligible to avail the
benefits of the input tax credit mechanism. A registered person can also collect
GST from his recipients. An unregistered person is not taxed and is also kept
outside the input tax credit mechanism.

The GST law gives a limited option to certain categories of persons to
avoid registration and thus avoid the tax liability lawfully. However, if one falls
within the reach of an extensive list of statutorily prescribed criteria requiring
compulsory registration, the supplier must get registered.

Meaning of Registration

Registration of a business with the tax authorities implies obtaining a unique
identification code from the concerned tax authorities so that all the operations of
and data relating to the business can be agglomerated and correlated. In any tax
system this is the most fundamental requirement for identification of the business
for tax purposes or for having any compliance verification program.
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Registration Under GST

Background

GST Model provides for registration of various persons in different situations. In
order to provide relaxation to small suppliers, it is stated that every supplier shall
be liable to be registered under this act in the State from where it makes a taxable
supply of goods or services, if its aggregate turnover in a financial year exceeds
` 20 lakhs. However, this limit is ̀ 10 lakhs for the persons conducting business in
North Eastern states including Sikkim.

Here, aggregate turnover  means the aggregate value of all taxable and non-
taxable supplies, exempt supplies and exports of goods and/or services of a person
having the same PAN, to be computed on all-India basis and excludes taxes, if
any, charged under the CGST Act, SGST Act and the IGST act, as the case may
be. But aggregate turnover does not include the value of supplies on which tax is
levied on reverse charge basis and the value of inward supplies.

Advantages of Registration under GST

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

1. Legally recognized as supplier of goods or services.
2. Proper accounting of taxes paid on the input goods or services which

can be utilized for payment of GST due on supply of goods or services
or both by the business.

3. Pass on the credit of the taxes paid on the goods or services supplied to
purchasers or recipients.

Types of Registration

1. Persons liable for registration (Section 22)
Provisions under Section 22 of the Central Goods and Services Tax (CGST) Act,
2017 relating to “Persons Liable for Registration”, are as under:

(A) Every supplier shall be liable to be registered under the Act in the State
from where he makes a taxable supply of Goods or Services or both.
Registration is required if his aggregate turnover in a financial year exceeds
Rupees Twenty Lakhs. This threshold limit will be Rupees Ten Lakhs if
a taxable person conducts his business in any of the special category
states i.e. Arunachal Pradesh, Assam, Jammu and Kashmir, Manipur,
Meghalaya, Mizoram, Nagaland, Sikkim, Tripura, Himachal Pradesh
and Uttarakhand.

(B) The application for registration shall be made within 30 days from the
date when he becomes liable for registration.

(C) Casual taxable person or a non-resident taxable person shall apply for
registration at least five days prior to the commencement of business.

(D)  A person having multiple business verticals [as defined in Section 2(18)]
in one State may obtain separate registrations for each of the business
vertical.
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(E) A supplier shall not be liable for registration:
- If his aggregate turnover consists of only such Goods and/or Service
which are not liable to Tax or wholly exempt from tax under this Act.
- An agriculturist, to the extent of supply of produce out of cultivation of
land

(F) Every person who, on the day immediately preceding the appointed
day, is registered or holds a license under an earlier law, shall be liable
to be registered under this Act with effect from the appointed day.

(G) Where a person who is liable to be registered under this Act fails to
obtain registration, the proper officer can proceed to register such person
in the manner as may be prescribed.

2. Persons not liable for registration (Section 23)

Provisions under Section 23 of the Central Goods and Services Tax (CGST) Act,
2017 relating to “Persons Not Liable for Registration”, are as under:

1. The following persons shall not be liable to registration, namely:
(a) Any person engaged exclusively in the business of supplying goods

or services or both those are not liable to tax or wholly exempt
from tax under this Act or under the Integrated Goods and Services
Tax Act.

(b) An agriculturist, to the extent of supply of produce out of cultivation
of land.

2. The Government may, on the recommendations of the Council, by
notification, specify the category of persons who may be exempted from
obtaining registration under this Act.

Example

Situation      Nature of supply  Registration
required

1 Taxable inter-state supply Yes
2 Exempted inter-state supply No
3 Intra-state supply (upto 9 lakh) No
4 Intra-state supply (exceeding 9 lakh) Yes
5 Intra-state supply (upto 9 lakh)

Exempted inter-state supply of any value No
6 Casual Taxable person Yes
7 Reverse charge – for personal use upto prescribed limit No
8 Reverse charge – for personal use beyond prescribed limit Yes
9 Reverse charge – Other than personal use Yes
10 Non-resident persons Yes
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11 Persons required to deduct TDS providing intra state
supply upto 9 lakh Yes

12 Input service distributor Yes
13 Intra-state supply upto 9 lakh

As an agent Yes
14 Supply through electronic commerce operator – Branded

or otherwise Yes
15 Aggregator – supplying services Yes

2.8 PROCEDURE FOR REGISTRATION (CGST
ACT, 2017)

Provisions under Section 25 of the Central Goods and Services Tax (CGST) Act,
2017 relating to “Procedure for Registration”, are as under:

Every person who is liable to be registered shall apply for registration within
30 days from the date on which he becomes liable for registration. Before applying
for registration, the tax payer shall declare his:

1. Legal name of business
2. PAN,
3. Mobile number,
4. e-mail address,
5. State or Union territory, in Part A of Form GST REG -01 on Common

Portal.
On successful verification of these numbers, a reference number will be

generated. Applicant shall submit Part B of Form GST REG-01, duly signed,
along with documents specified in the said Form at the Common Portal. On receipt
of an application, an acknowledgement shall be issued electronically to the applicant
in form GST REG-02. Further, if these documents are found to be in order, the
Proper Officer shall approve the registration within 3 working days (7 days in
case of deficiency) from the date of submission.

If the application for the grant of registration has been approved, a certificate
of registration in form GST REG-06 will be issued. The registration certificate
shows the principal place of business and additional places of business, if any and
is made available to the applicant on the common portal and 15 –digit Goods and
Services tax identification number shall be assigned. This GSTIN contains the
following characters:

2 characters for the State code
10 characters for PAN/TAN
2 characters for the entity code
1 checksum character
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Example

Fig. 2.1:  Procedure for Registration

Other Provisions

(a) Single registration will be granted, if a person has single business in a
State/Union territory. If a person has multiple business verticals in a
state/union territory, that person may be granted a separate registration
for each business vertical.

(b) The business vertical of a taxable person shall not be granted registration
under composition scheme, if any one of the other business verticals of
the same person is paying tax under normal provisions.

(c) If a person gets himself registered voluntarily under GST, all provisions,
which are applicable to a registered person, shall apply to such person.

(d) Every person who is liable to take a registration or wants to obtain
voluntary Registration shall have a Permanent Account Number (PAN).

(e) Every person required to deduct tax under section 51 may have, in lieu
of a Permanent Account Number, a Tax Deduction and Collection
Account Number (TAN)

(f) A non-resident taxable person can obtain registration on the basis of
any other document as may be prescribed.

(g) Any specialized agency of the United Nations Organization or any
Multilateral Financial Institution and Organization notified under the
United Nations (Privileges and Immunities) Act,1947 (46 of 1947),
Consulate or Embassy of foreign countries and any other person or
class of persons as may be notified by the Commissioner, shall obtain a
Unique Identity Number.

(h) The registration or UID is granted or rejected after due verification and
within the time prescribed. A certificate of registration shall also be issued
in prescribed form with effective date as may be prescribed.

(i) The proper officer shall not reject the application for registration or the
Unique Identification Number (UID) without giving a notice to show
cause and without giving the person a reasonable opportunity of being
heard. This implies that rejection of an application is done based on the
principles of Natural justice.

(j) If a person is already registered under pre-GST regime is migrated to
GST by issue of provisional GSTIN. It can be converted into regular
GSTIN by submitting necessary documents. If a person so migrated is

State code as
per the
Census

PAN number
of the tax

payer

Total
registrations
within the

state

Error
check
code

Default ‘Z’
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not liable for registration in GST regime, he can apply for cancellation of
registration.

(k) A person who owns a SEZ unit shall make a separate application for
registration. Likewise, a person being an Input service distributor shall
make a separate application for registration.

(l) All the applications, including replies, notices and returns shall be verified
by any of the following modes:
Aadhaar based electronic verification code
Electronic verification code generated through net banking login on the
common portal.
Electronic verification code generated on the common portal. (In case
of corporate tax payers, documents shall be verified through digital
signature only.)

DEEMED REGISTRATION

Provisions under Section 26 of the Central Goods and Services Tax (CGST) Act,
2017 relating to “Deemed Registration”, are as under:

(A) If a supplier takes a registration under one act, it shall be deemed that
the registration has also been obtained under the other Act and vice-
versa.

(B) If an application for registration has been rejected under State/Union
Territory Goods and Services Tax Act, then it shall be deemed that the
same has been rejected under the Central Goods and Services

(C) If the Proper Officer fails to take action in 3 working days from the date
of submission, the registration is deemed to have been approved.

(D) If the Proper Officer is satisfied with the clarification; he may approve
the grant of registration to the applicant within 7 working days on receipt
of such clarification. Where no action is taken in 7 working days on the
clarification received from the applicant, the registration is deemed to
have been granted.

Assumptions for Registration
The business process proposed in this document is based on the following
assumptions:

1. A legal person without GST registration can neither collect GST from
his customers nor claim any input tax credit of GST paid by him.

2. There will be a threshold of Gross Annual Turnover including exports
and exempted supplies (to be calculated on all-India basis 1) below
which any person engaged in supply of Goods or Services or both will
not be required to take registration. Once a dealer crosses the required
threshold or he starts a new business, registration application must be
filed within 30 days from the date of the dealer’s liability for obtaining
such registration. Effective date of registration would be the date of
application in all cases i.e. whether the application has been filed within
prescribed time limit of 30 days or otherwise. The taxpayer would be
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eligible for ITC in respect of all his purchases from the date of application
in case application for registration has been filed within 30 days. The
taxpayer would, however, not be eligible for ITC in respect of his
purchases prior to the date of registration in case the registration
application is not filed within the prescribed time limit of 30 days, although
Centre is of the view that such a provision may not stand the test of
judicial scrutiny. On the other hand States, based on their experience
under VAT, were of the view that having relevant provision in the GST
law has helped them contest cases in courts. GST Law Drafting
Committee to make provision relating to eligibility for ITC accordingly
as well as for levying penalty in case of a dealer failing to register within
the stipulated time period.

3. However, such person with all-India gross annual turnover below the
threshold turnover would be allowed to take registration, if he wants to.
By taking such voluntary registration he can enter the credit chain even
prior to crossing the threshold limit, provided he does not opt for the
Compounding scheme (as defined below).

4. There will be another relatively higher threshold of Gross Annual Turnover
(to be calculated on all-India basis) to be called Compounding turnover
up to which the registered person can opt to pay tax at a specified
percentage of the turnover, without entering the credit chain. Such
registered person will neither be allowed to collect tax from his customers
nor claim any input tax credit. Compounding dealers shall remain under
compounding scheme till their turnover crosses threshold or they opt
for out of the scheme. Such dealers don’t have to apply every year to
remain under the compounding scheme. However, if the compounding
dealer opts out of compounding in a financial year, for any reason, but
eligible and wish to avail compounding in the next financial year, such
dealer will have to apply afresh for compounding in the beginning of the
financial year in which he wishes to claim compounding scheme.

5. All other taxable persons will be required to take GST registration.
Such persons will be able to take the credit of taxes paid on inputs /
input services/capital goods and pass on the credit of GST to his
customers/recipients of goods or services or both.

6. The registered person eligible for the Compounding scheme but opting
against the Compounding can pay regular taxes and file tax returns on
monthly basis, and thereby make his supplies eligible for input tax credit
in the hands of the purchasers/recipients.

7. Irrespective of turnover, if a taxable person carries out any inter-state
supply and/or is liable to pay GST under reverse charge, he will be
compulsorily required to take registration. Such person shall neither be
eligible for exemption threshold nor for Compounding scheme. However,
an individual importing services for personal consumption will not be
liable to pay GST under reverse charge or register under GST if the
GST law so provides.
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8. All UN bodies seeking to claim refund of taxes paid by them would be
required to  obtain a unique identification number (ID) from the GST
portal. The structure of the said ID would be uniform across the States in
uniformity with GSTIN structure and the same will be common for the
Centre and the States. The supplier supplying to these organizations is
expected to mention the UID on the invoices and treat such supplies as
B2B supplies and the invoices of the same will be uploaded by the supplier.

9. A unique identification number (ID) would be given by the respective
state tax authorities through GST portal to Government authorities /
PSUs not making outwards supplies of GST goods (and thus not liable
to obtain GST registration) but are making inter-state purchases. The
structure of the said ID would be uniform across the States in uniformity
with GSTIN structure. The supplier supplying to these organizations is
expected to mention the UID on the invoices and treat such supplies as
B2B supplies and the invoices of the same will be uploaded by the
supplier.

10. The concept of Input Service Distributor (ISD) presently being followed
in Centre’s Law may continue if the GST Law so provides. They would
be required to obtain GSTIN for distributing the credit of GST paid on
services proposed to be used at multiple locations which are separately
registered. This would be an exception/deviation in case of services
only. GST Law Drafting Committee to make appropriate provisions for
the same. [While, at this stage it has been decided to make exception
only for services, it is worth mentioning here that the Cenvat Credit
Rules provide for a mechanism to allow distribution of inputs, which is
basically a mechanism to distribute credit on inputs. Such mechanism is
necessary for service provider as the location of payment of GST may
be distinct from the location where goods are received. Therefore,
drafting Committee may look into this issue.]

11. All existing registered persons, whether with the Centre or State under
any of the tax statutes being subsumed in GST, would be allotted a GST
registration number called Goods and Services Tax Identification
Number (GSTIN) on voluntary basis. Dealers who are below the GST
threshold will have option to remain in GST chain. GST Law Drafting
Committee to make appropriate provision.

12. Tax authorities, in case of enforcement cases, may grant suo-moto
registration. If 7 such person does not have PAN, the registration would
be initially temporary and later converted into a PAN based registration.
[GSTN to develop temporary registration numbering system]
For each State the taxable person will have to take a separate registration,
even though the taxable person may be supplying goods or services or
both from more than one State as a single legal entity. Multiple
registrations within one State to business verticals [as defined in
Accounting Standard (AS) 17 issued by ICAI] of a taxable person may
also be permitted, subject to all the verticals being on the same scheme
of tax treatment if the GST Law so provides.
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A supplier who is not registered on regular basis, whether on mandatory
or voluntary basis, in other State (s) and desires to conduct business in
a particular State for a limited period, will have to obtain registration in
that State for that limited period. Such suppliers are known as casual
dealers and shall not be allowed to opt for composition scheme.
However, the supplier would be eligible to claim ITC on purchases /
inward supplies. The period of registration would be mentioned in the
registration certificate also. The format of Registration Certificate for
such taxpayers is different from the regular taxpayers. Even the
application form for registration will have field for ascertaining estimated
supplies. Return for such taxpayers would also be different. Such
taxpayers would be required to self-assess their likely liability and deposit
the same as an Advance Tax. Such amount would be deposited by way
of two Demand Drafts (one for Centre and other for State) which would
be returned to the taxpayer after he has discharged his final liability. The
GST Law Drafting Committee may provide for conditions for registration
and tax payment.
A Non-resident Supplier is a person who, in the course of business,
makes an intra-state supply of goods or services or both, but is not a
resident in the state in which he has applied for registration, but is already
registered in any other state. Since the Non-Resident Supplier is already
registered in another State, there would be an easy way of registering
such entities in the State in which registration is applied as Non-Resident
Supplier.

Procedure for obtaining Registration

For obtaining registration, all the taxable persons shall interact with tax authorities
through a common portal called GST Common Portal that would be set up by
Goods and Services Tax Network (GSTN). The portal will have back end
integration with the respective IT systems of the Centre and States.

The procedure prescribed below is meant for new applicants. The procedure
for migration of existing registrants either with the Centre or State or both is dealt
in  below.

A new applicant would be allowed to apply for registration without prior
enrollment. Once a complete application is submitted online, a message asking for
confirmation will be sent through email and SMS to the authorized signatory of the
applicant. On receipt of such confirmation from the authorized signatory,
Acknowledgement Number would be generated and intimated to the applicant.
Once the application is approved and GSTIN is generated, the same along with
Log-in ID and temporary Password will be sent to the authorized signatory. This
credential will be permanently used to access the GST Common Portal subsequently.
Provision for capturing e-mail and Mobile Number of authorized representative of
the taxpayer has also been incorporated in the proposed GST Registration Form.
It would be the responsibility of the taxpayer to keep this information updated.
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Online verification of PAN of the Business / Sole Proprietor/ Partner/Karta/
Managing Director and whole time directors/Member of Managing Committee of
Association, Managing trustee/authorized signatory etc. of the business would be
mandatory and without such verification, registration application will not be allowed
to be submitted.

Registration Process for New Applicants
The process highlighted in the paragraphs below is applicable for new applicants
for registration, both mandatory and voluntary.

New applicant can apply for registration:
1. At the GST Common Portal directly.
2. At the GST Common Portal through the Facilitation Center (FC)

Multiple applications can be filed at one go where a taxable person
seeks registration in more than one State or for more than one business
vertical located in a single / multiple State(s).

Following scanned documents are required to be filed along with the
application for Registration–
Relevant Box No.
in the Registration
Form

2. Constitution of
Business

11. Details of the
Principal Place
of business

Document required to
be uploaded

Partnership Deed in
case of Partnership
Firm;

Registration
Certificate in case of
other businesses like
Society, Trust etc.
which are not
captured in PAN.

In case of Own
premises - any
decument in support
of the ownership of
the premises like
Latest Tax paid

Reason for
Requirement

In case of Companies,
GSTN would strive for
online verification of
Company Idetification
Number (CIN) from
MCA21.

Constitution of
business/applicant as
per PAN would be
taken except for
businesses such as
Society. Trust etc.
which are not captured
in PAN.

Partnership Deed
would be required to
be submitted in case of
Partnership Firms.

This is required as an
evidence to show
possessin of business
premises. If the
dovumentary evidence
in Rent Agreement or
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Receipt or Municipal
Khata copy or
Electricity Bill copy

In case of Rented or
Leased premises – a
copy of the valid
Rent/Lease
Agreement with any
document in support
of the ownership of
the premises of the
Lessor like Latest
Tax Paid Receipt or
Municipal Khata
copy or Electricity
Bill copy

In case of premises
obtained from
others, other than by
way of Lease or
Rent – a copy of
the Consent Letter
with any document
in support of the
ownership of the
premises of the
Consenter like
Municipal Khata
copy or Electricity
Bill copy

Customer ID or
account ID of the
owner of the
property in the
record of electricity
providig company,
wherever available
should be sought for
address verification

Opening page of the
Bank Passbook held
in the name of the
Proprietor/Business
Concern – containing
the Account No.,

Consent letter shows
that the Lessor is
different from that
shown in the
document produced in
suppor of the
ownership of the
property, then the case
must be flagged as a
“Risk Case”.
warranting a post
registration visit for
verification. GST Law
Drafting Committee
may add penalty
provision for providing
wrong lease details.

This is required for all the
bank acccounts through
which the taxpayer
would be conducting
business.

12. Details of Bank
Account (s)
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Name of the
Account Holder,
MICR and IFS
Codes and Branch
details

For each Authorised
Signatory

Letter of
Authorisation
or copy of
Resolution of the
Managing Commitee
or Board of
Directors to that
effect

17. Details of
Authorised
Signatory

Photograph

This is required to verify
whether the person signing
as Authorised Signatory is
duly empowered to do so.

Poprietary Concern – Proprietor

Partnership Firm/LLP – Managing/Authorized

Partners (personal details of all partners is to
be submitted but photos of only ten partners
including that of Managing Partner is to be
submitted)

HUF – Karta

Company – Managing Director or the
Authorised Person

Trust – Managing Turstee

Association of Person or Body of Individual –
Members of Managing Committee (personal
details of all members is to be submitted but
photos of only ten members including that of
Chairman is to be sumbitted)

Local Body – CEO or his equivalent

Statutory Body – CEO or his equivalent

Others – Person in Charge
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For Field No 16 (i.e. Details of Proprietor/all partners/Karta/Managing
Director and whole-time Director/Members of the Managing Committee of
Association of Persons/Board of Trustees etc.) and Field No 17 (i.e. Details of
the Authorized Signatory), verification of PAN with CBDT database and GSTN
database will be carried out online before the submitted application is sent to the
State/Centre. In case of mismatch the applicant will be given an opportunity to
correct the same.

A registration form has been designed and is annexed as Annexure-III. This
form should be developed by GSTN as per the standard practices/protocols on
IT notified by the Govt. of India e.g. for digitally capturing a postal address, name
etc. In case there is no standard practice for any of the field, the same should be
developed by the GSTN and form designed accordingly. Fields marked by asterisk
in the form are mandatory fields and must be filled by the applicant. Separate
application forms are to be designed for:

1. Multiple registration for business verticals of same legal entity (it must
be registered already) within a State;

2. Application for registration in more than one State (that can be filed at
one go);

3. Amendments to existing Registration(s);
4. Cancellation of Registration(s);
5. Option to avail/withdraw from the Compounding scheme;
6. Enrolment of Tax Practitioner or Facilitation Centre if provided for in

the GST Law;
7. Assignment of Role (by a dealer) to TP/FC, as agent of the dealer if so

provided for in the GST Law;
8. Application for new registration on account of Succession/Amalgamation

/De-merger etc. of existing GST registrants;
9. Application by UN bodies for getting a Unique Identification Number

(ID).
In some North-Eastern States, individuals (Proprietorship firms) are exempt

from Income Tax. However, to obtain GSTIN they will have to obtain a PAN
before they can apply for registration under GST. Further, Government departments
will also be required to obtain PAN if they are required to obtain registration
under GST. Under GST regime, registration will not be allowed without a valid
PAN.

If applicant files application through the Facilitation Center, then the above
procedure shall be followed by him through the FC by making available the requisite
documents to the FC. The User ID and Password of taxable person will however
be forwarded by portal to the e-mail furnished by the taxable person (that of
primary authorized signatory) and by SMS to the mobile number furnished by
taxable person or by post, if the taxable person so desires. It will not be sent to
FC.



CGST/SGST – II

NOTES

Self-Instructional
98 Material

The GST common portal shall carry out preliminary verification / validation,
including realtime PAN validation with CBDT portal, Adhaar No. validation with
UIDAI, CIN (Company Identification) with MCA and other numbers issued by
other Departments through inter-portal connectivity before submission of the
application form. Taxpayers would have the option to sign the submitted application
using valid digital signatures (if the applicant is required to obtain DSC under any
other prevalent law then he will have to submit his registration application using the
same). In the absence of digital signature, taxpayers would have to send a signed
copy of the summary extract of the submitted application form printed from the
portal to a central processing center to be operated by GSTN. The location details
of this central processing center would be intimated to the applicant along with the
application acknowledgement number. The application will be processed even
without waiting for receipt of the signed copy of the summary extract. If the signed
copy is not received within 30 days, a reminder will be sent through e-mail and
SMS to the authorized signatory through the portal. If the copy is not received
within 30 days after such reminder being sent, the system will prompt the concerned
tax authority to initiate the action for cancellation of the registration. Such cancellation
will have prospective effect i.e. from the date of cancellation, GST portal would
acknowledge the receipt of application for registration and issue an
Acknowledgement Number which could be used by the applicant for tracking his
application. Such Acknowledgement Number would not contain the details of
jurisdictional officers.

The application form will be passed on by GST portal to the IT system of
the concerned State/ Central tax authorities for onward submission to appropriate
jurisdictional officer (based on the location of the principal place of business)
along with the following information –

1. Uploaded scanned documents;
2.  State specific data and documents;
3. Details if the business entity is already having registration in other States.

This should also include GST compliance rating ;
4. Details of the PAN(s) of individuals mentioned in the application which

are part of the other GST registrations;
5. Acknowledgment number
6. Details of any record of black-listing or earlier rejection of application

for common PAN(s).
7. Last day for response as per the 3 common working day limit for both

tax authorities as set out through Holiday Master. On receipt of
application in their respective system, the Centre / State authorities would
forward the application to jurisdictional officers who shall examine
whether the uploaded documents (as detailed in para 6.3 above) are in
order and respond back to the common portal within 3 common working
days, excluding the day of submission of the application on the portal,
using the Digital Signature Certificates. An indicative process for
processing of the application by the concerned tax authorities will be
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drafted and shared separately. Submission of latitude and longitude data
in respect of principal place of business will be of help in automatic
identification of jurisdictional officer in case of geographically distributed
officials mapped on a digital map. However, submission of latitude and
longitude would be optional.

After verification, the following situations are possible:
1 If the information and the uploaded documents are found in order, the

State and the Central authorities shall approve the application and
communicate the approval to the common portal within 3 common
working days. The portal will then automatically generate the Registration
Certificate.

2. If during the process of verification, one of the authorities raises some
query or notices some error, the same shall be communicated to the
applicant either by the Tax Authority directly or through the GST
Common Portal and also simultaneously to the other authority and to
the GST Common Portal within 3 common working days. The applicant
will reply to the query / rectify the error / answer the query within a
period informed by the concerned tax authorities (Normally this period
would be seven days). A separate sub-process and interactive form for
this purpose will have to be designed. On receipt of additional document
or clarification, the relevant tax authority will respond within 7 common
working days. (time-period that would be allowed to the applicant for
rectification of any error will be decided by the GST Law drafting
committee)

3. Thereafter the processing of registration application will commence
resulting in either grant of registration or refusal to grant registration. If
either of the two authorities (Centre or State) refuses to grant registration,
the registration will not be granted.

4. In case registration is refused, the applicant will be informed about the
reasons for such refusal through a speaking order. The applicant shall
have the right to appeal against the decision of the Authority. A deeming
provision to the effect that rejection of the registration application by
one authority amounts to rejection by both Centre and State will need
to be incorporated in the GST law.

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

In case registration is granted, applicant can download the Registration
Certificate from the GST common portal. GST law may provide that GST
Registration certificate shall be displayed at the principal place of business of the
taxpayer.

The GST common portal will provide a risk profile to the tax authorities
based on the risk parameters made available by the tax authorities. The Central/
State tax authorities will also have their own risk profile based on their own risk
parameters. It was noted that submission of Adhaar No. cannot be made
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compulsory. Non –submission of Adhaar No. could be one of the risk parameters
for deciding about the post registration physical verification. On the basis of both
risk profiles, the (5) The tax authorities in the Centre and State would have a
period of 3 common working days to respond to the application, either conveying
approval or raising a query. In case any of the authority neither reject the application
nor raise a query within 3 common working days, then the registration would be
deemed to have been approved by both the authorities and the GST Common
Portal will automatically generate the registration certificate. In case either authority
raises a query within 3 common working days, applicant will have to respond to
the same within next 7 common working days failing which the application will be
rejected. After the applicant has responded to the query raised by any authority, a
period of another 7 common working days will be given to the authorities to
respond to the application. In case any of the authority neither rejects the application
nor raises a query during this period, then the registration would be deemed to
have been approved by both the authorities and the GST Common Portal will
automatically generate the registration certificate. (GST law to have provision for
the same) jurisdictional officer of tax authorities will take a decision about post
registration verification of the application if so provided in the GST Law.

GST Law Drafting Committee may provide for appropriate provision for
imposition of substantial penalty in cases of fraudulent registrations.

Registration of Compounding Dealers

Dealers below the Compounding ceiling will be provided with an option of availing
the Compounding scheme i.e., they can pay the tax at Compounding rate (to be
specified) without entering the credit chain.

Although the Compounding scheme is only a temporary phase before the
taxable person starts functioning as a normal taxable person, separate format
annexed as Annexure-V has been prescribed for enabling such taxable persons to
opt for Compounding scheme. When the taxable person opts for Compounding
scheme he should indicate so in the registration form and GST Common Portal
would internally flag him as a Compounding dealer. Later on when he goes out of
the Compounding scheme due to his turnover crossing the Compounding ceiling
(change will be triggered by the tax return values) or he opts out of the scheme
(through an amendment application annexed as Annexure-VI), the said flag will
be removed and he would continue operating with the same registration number,
without undertaking any fresh registration.

Black Listing Dealer
Depending on various factors following are the key points for blacklisting of a
dealer under GST law:

1. Continuous default for 3 months in paying ITC that has been reversed.
2. Continuous default of 3 months or any 3 month-period over duration of

months in uploading sales details leading to reversal of ITC for others.
3. Continuous short reporting of sales beyond a prescribed limit of 5% (of

total sales) for a period of 6 months.



CGST/SGST – II

NOTES

101
Self-Instructional

Material

 Each time a buyer wishes to place an order, he has to verify that the dealer
is not blacklisted. Further, it may also happen that the dealer is blacklisted post
placing of the order. The consequences for noncompliance should rest with the
dealer alone.

 There should also be a continuous rating system, provided under model
law, for dealers based on parameters such as promptness in e-return filing,
discrepancies detected where the dealer has had to make corrections, making
prompt payment in lieu of reversed ITC, to name a few.

 While the system of blacklisting may only highlight deviant behaviour after
it crosses a certain threshold, a system updated dealer profile will serve as a
continuing rating mechanism for the entire community and leaders within a certain
industry can set a benchmark for others to emulate.

Cancellation of GST Registration

Cancellation of GST registration can be done by the proper officer or on an
application filed by the registered person or by his legal heirs. Further, the
cancellation of registration under SGST/UTGST Act shall deemed to be a
cancellation of registration under CGST Act. The cancellation of registration shall
not affect the liability of a person to pay tax and other dues under GST.
The registration can be temporarily cancelled under the following situations:

If the registered person violates the provisions of the Act
If the registered person does not conduct the business from the declared
place of business.
If the business has been discontinued
If there is any change in the constitution of the business
If the registered person issues the invoice or bill without supply of goods/
services
 If the taxable person is no longer liable to be registered.
In the following cases, the proper officer shall cancel the registration,
only after giving the person an opportunity of being heard:
If the person covered under the composition scheme has not furnished
returns for 3 consecutive tax periods.
If the registered person has not furnished the returns for the period of 6
months
If the person, who has taken voluntary registration, has not commenced
business within 6 months from the date of registration.
If the person has obtained the business by means of fraud.

Procedure for cancellation
If the proper officer has reasons to believe that the registration of a
person is liable to be cancelled, he shall issue a notice to such person in
form GST REG-17, requiring him to show cause, within a period of 7
working days. If the reply to the notice found to be satisfactory, the
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proper officer shall drop the proceedings and pass an order in form
GST REG-20.
The registered person may apply for revocation of cancelled registration
in form GST REG-21. If the proper officer is satisfied that there are
sufficient grounds for revocation of cancellation of registration, he shall
revoke the cancellation of registration by passing an order in the form
GST REG-22 within a period of 30 days from the date of receipt of
application.
The revocation of cancellation of registration under SGST/UTGST Act
shall deemed to be revocation of cancellation of registration under CGST
Act.

Revocation of cancellation of registration (Section 30)

1. (1) Subject to such conditions as may be prescribed, any registered
person, whose registration is cancelled by the proper officer on his own
motion, may apply to such officer for revocation of cancellation of the
registration in the prescribed manner within thirty days from the date of
service of the cancellation order.
(2) The proper officer may, in such manner and within such period as
may be prescribed, by order, either revoke cancellation of the registration
or reject the application:
Provided that the application for revocation of cancellation of registration
shall not be rejected unless the applicant has been given an opportunity
of being heard.
(3) The revocation of cancellation of registration under the State Goods
and Services Tax Act or the Union Territory Goods and Services Tax
Act, as the case may be, shall be deemed to be a revocation of
cancellation of registration under this Act.

2.9 FILING OF RETURNS

A tax return is the tax form or forms used to report income and file income taxes
with tax authorities such as the Internal Revenue Service (IRS). Tax returns allow
taxpayers to calculate their tax liability and remit payments or request refunds, as
the case may be. In most countries, tax returns must be filed every year for an
individual or business that received income during the year, whether through wages,
interest, dividends, capital gains or other profits.

Every statute requires the registered person to file the return in such format
and within such time as may be prescribed in the specific statute. In the same line,
the GST Act makes the provisions for furnishing of information by taxable person
through filing of returns.

In GST, returns are self-assessed by the registered persons. A taxable person
can take help of GST Practitioner in filing returns etc. He can file return through
GST Suvidha Providers (GSP).
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Meaning of Returns

Income Tax Return is the form in which an assessee files information about his
Income and tax thereon to Income Tax Department. Various forms are ITR 1,
ITR 2, ITR 3, ITR 4, ITR 5, ITR 6 and ITR 7. When you file a belated return, you
are not allowed to carry forward certain losses. The Income Tax Act, 1961, and
the Income Tax Rules, 1962, obligates citizens to file returns with the Income Tax
Department at the end of every financial year. These returns should be filed before
the specified due date. Every Income Tax Return Form is applicable to a certain
section of the Assessees. Only those Forms which are filed by the eligible Assessees
are processed by the Income Tax Department of India. It is therefore imperative
to know which particular form is appropriate in each case. Income Tax Return
Forms vary depending on the criteria of the source of income of the Assessee and
the category of the Assessee.

Obligations for Filing of Return

Low tax compliance is a matter of serious concern in developing countries, limiting
the capacity of their governments to raise revenues for developmental purposes.
Ensuring higher tax compliance has been, and continues to be, one of the key
objectives of the tax administrations, and to achieve that they usually employ detailed
enforcement mechanisms.

Low taxpayer base

What is the reason for low taxpayer base in India (around 3% of the population
files income tax return)? What has the government done to address this? Are we
moving in the right direction or are we over-administering? Failure to pay the right
amount of tax creates a burden for honest taxpayers and a low tax base creates a
strain on the government’s resources. The government has embarked on a series
of measures to create a digital ecosystem to close the gap between the amount of
tax to be collected in theory with how much is actually collected. Steps have been
taken to achieve the goal of maximum governance by making tax compliance laws
more user-friendly and transparent and eventually we hope to have a wider tax
base.

Self-assessment and voluntary compliance
India is beginning to recognise the importance of self-assessment and voluntary
compliance, and tax enforcement is beginning to be based on risk identification
and its management. We moved on that path in a very cautious manner, by setting
up a risk-based audit system, called a computer-aided scrutiny system (CASS).
But what is note is that despite setting up CASS some years ago, manual selection
of tax audits has not stopped. News on introduction of Direct Taxes Code to
overhaul the income-tax structure, since the existing tax laws are over 50 years
old and do not fit in with today’s environment and economic situation, doesn’t go
down well with the taxpayers. A new direct tax law may further increase tax
litigations, given the fact that the provisions and language of the new law would be
different, and the new law may unsettle the settled legal issues.

A sense of unrest prevails in the minds of taxpayers, owing to the burden of
understanding the new tax law, when they are still struggling to cope with the new
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Companies Law and GST Law. Significant amount of time and effort of taxpayers
goes into adapting to these many complex changes in laws, diverting their focus
from doing business. Are we really moving towards ease of doing business?
Recently, we have seen various tax rulings that overrule the position of law settled
by past judgments in favour of the assessee. The annual tax amendment ritual of
our government brings about a change in the law overruling past decisions favouring
taxpayers. Unsettling the settled positions brings uncertainty and fear looms that
tax positions adopted today may not stand the test tomorrow.

Tax laws should be simple
Tax being a cost should be certain and simple, to let the taxpayer concentrate on
earning income rather than just managing the tax risks. Tax uncertainty can act as
a drag on innovation, growth and profitability. It is imperative that certainty, fairness
and stability continue to serve as guiding principles and not the amount of tax that
can be collected. It is necessary to guarantee and enforce internationally recognised
taxpayer rights and safeguards to counter excessive discretion and corruption.

Improvement in taxpayers’ service, enhanced use of information and
communication technology and exchange of information with other agencies, are
some of the measures taken by the government which shall result in a higher degree
of trust between the tax collector and taxpayer. India is witnessing a shift from
enforcement-based strategies to service-based strategies in tax administration.
With a proper understanding and implementation of these initiatives, we can hope
to have a fair balance between the rights and obligations of taxpayers.

Section 61: “Scrutiny of Returns” (CGST Act, 2017)
Provisions under Section 61 of the Central Goods and Services Tax (CGST)
Act, 2017 relating to “Scrutiny of Returns”, are as under:

1. The proper officer may scrutinize the return and related particulars
furnished by the registered person to verify the correctness of the return
and inform him of the discrepancies noticed, if any, in such manner as
may be prescribed and seek his explanation thereto.

2. In case the explanation is found acceptable, the registered person shall
be informed accordingly and no further action shall be taken in this regard.

3. In case no satisfactory explanation is furnished within a period of thirty
days of being informed by the proper officer, or such further period as
may be permitted by him or where the registered person, after accepting
the discrepancies, fails to take the corrective measure in his return for
the month in which the discrepancy is accepted, the proper officer may
initiate appropriate action including those under section 65 or section
66 or section 67, or proceed to determine the tax and other dues under
section 73 or section 74.
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Section 62: “Assessment of Non-filers of Returns” (CGST Act, 2017)

Provisions under Section 62 of the Central Goods and Services Tax (CGST)
Act, 2017 relating to “Assessment of Non-filers of Returns”, are as under:

1. Notwithstanding anything to the contrary contained in section 73 or
section 74, where a registered person fails to furnish the return under
section 39 or section 45, even after the service of a notice under section
46, the proper officer may proceed to assess the tax liability of the said
person to the best of his judgement taking into account all the relevant
material which is available or which he has gathered and issue an
assessment order within a period of five years from the date specified
under section 44 for furnishing of the annual return for the financial year
to which the tax not paid relates.

2. Where the registered person furnishes a valid return within thirty days of
the service of the assessment order under sub-section (1), the said
assessment order shall be deemed to have been withdrawn but the liability
for payment of interest under sub-section (1) of section 50 or for payment
of late fee under section 47 shall continue.

Section 63: “Assessment of Unregistered Persons” (CGST Act, 2017)

Provisions under Section 63 of the Central Goods and Services Tax (CGST)
Act, 2017 relating to “Assessment of Unregistered Persons”, are as under:

Notwithstanding anything to the contrary contained in section 73 or section
74, where a taxable person fails to obtain registration even though liable to do so
or whose registration has been cancelled under sub-section (2) of section 29 but
who was liable to pay tax, the proper officer may proceed to assess the tax liability
of such taxable person to the best of his judgment for the relevant tax periods and
issue an assessment order within a period of five years from the date specified
under section 44 for furnishing of the annual return for the financial year to which
the tax not paid relates: Provided that no such assessment order shall be passed
without giving the person an opportunity of being heard.

Section 64: “Summary Assessment in Certain Special Cases” (CGST
Act, 2017)
Provisions under Section 64 of the Central Goods and Services Tax (CGST)
Act, 2017 relating to “Summary Assessment in Certain Special Cases”, are
as under:

1. The proper officer may, on any evidence showing a tax liability of a
person coming to his notice, with the previous permission of Additional
Commissioner or Joint Commissioner, proceed to assess the tax liability
of such person to protect the interest of revenue and issue an assessment
order, if he has sufficient grounds to believe that any delay in doing so
may adversely affect the interest of revenue:
Provided that where the taxable person to whom the liability pertains is
not ascertainable and such liability pertains to supply of goods, the person
in charge of such goods shall be deemed to be the taxable person liable
to be assessed and liable to pay tax and any other amount due under
this section.
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2. On an application made by the taxable person within thirty days from
the date of receipt of order passed under sub-section (1) or on his own
motion, if the Additional Commissioner or Joint Commissioner considers
that such order is erroneous, he may withdraw such order and follow
the procedure laid down in section 73 or section 74.

Furnishing details of outward supplies and inward supplies
Provisions under Section 37 of the Central Goods and Services Tax (CGST)
Act, 2017 relating to “Furnishing Details of Outward Supplies in Returns”,
are as under:

1. Every registered person, other than an Input Service Distributor, a non-
resident taxable person and a person paying tax under the provisions of
section 10 or section 51 or section 52, shall furnish, electronically, in
such form and manner as may be prescribed, the details of outward
supplies of goods or services or both effected during a tax period on or
before the tenth day of the month succeeding the said tax period and
such details shall be communicated to the recipient of the said supplies
within such time and in such manner as may be prescribed:
Provided that the registered person shall not be allowed to furnish the
details of outward supplies during the period from the eleventh day to
the fifteenth day of the month succeeding the tax period:
Provided further that the Commissioner may, for reasons to be recorded
in writing, by notification, extend the time limit for furnishing such details
for such class of taxable persons as may be specified therein:
Provided also that any extension of time limit notified by the Commissioner
of State tax or Commissioner of Union territory tax shall be deemed to
be notified by the Commissioner.

2. Every registered person who has been communicated the details under
sub-section (3) of section 38 or the details pertaining to inward supplies
of Input Service Distributor under sub-section (4) of section 38, shall
either accept or reject the details so communicated, on or before the
seventeenth day, but not before the fifteenth day, of the month succeeding
the tax period and the details furnished by him under sub-section (1)
shall stand amended accordingly.

3. Any registered person, who has furnished the details under sub-section
(1) for any tax period and which have remained unmatched under section
42 or section 43, shall, upon discovery of any error or omission therein,
rectify such error or omission in such manner as may be prescribed, and
shall pay the tax and interest, if any, in case there is a short payment of
tax on account of such error or omission, in the return to be furnished
for such tax period:
Provided that no rectification of error or omission in respect of the details
furnished under sub-section (1) shall be allowed after furnishing of the
return under section 39 for the month of September following the end of
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the financial year to which such details pertain, or furnishing of the relevant
annual return, whichever is earlier.
Explanation: For the purposes of this Chapter, the expression “details
of outward supplies” shall include details of invoices, debit notes, credit
notes and revised invoices issued in relation to outward supplies made
during any tax period.

Section 38: “Furnishing Details of Inward Supplies in Returns”
(CGST Act, 2017)

Provisions under Section 38 of the Central Goods and Services Tax (CGST)
Act, 2017 relating to “Furnishing Details of Inward Supplies in Returns”,
are as under:

1. Every registered person, other than an Input Service Distributor or a
non-resident taxable person or a person paying tax under the provisions
of section 10 or section 51 or section 52, shall verify, validate, modify
or delete, if required, the details relating to outward supplies and credit
or debit notes communicated under sub-section (1) of section 37 to
prepare the details of his inward supplies and credit or debit notes and
may include therein, the details of inward supplies and credit or debit
notes received by him in respect of such supplies that have not been
declared by the supplier under sub-section (1) of section 37.

2. Every registered person, other than an Input Service Distributor or a
non-resident taxable person or a person paying tax under the provisions
of section 10 or section 51 or section 52, shall furnish, electronically,
the details of inward supplies of taxable goods or services or both,
including inward supplies of goods or services or both on which the tax
is payable on reverse charge basis under this Act and inward supplies of
goods or services or both taxable under the Integrated Goods and
Services Tax Act or on which integrated goods and services tax is payable
under section 3 of the Customs Tariff Act, 1975, and credit or debit
notes received in respect of such supplies during a tax period after the
tenth day but on or before the fifteenth day of the month succeeding the
tax period in such form and manner as may be prescribed:
Provided that the Commissioner may, for reasons to be recorded in
writing, by notification, extend the time limit for furnishing such details
for such class of taxable persons as may be specified therein:
Provided further that any extension of time limit notified by the
Commissioner of State tax or Commissioner of Union territory tax shall
be deemed to be notified by the Commissioner.

3. The details of supplies modified, deleted or included by the recipient
and furnished under sub-section (2) shall be communicated to the supplier
concerned in such manner and within such time as may be prescribed.

4. The details of supplies modified, deleted or included by the recipient in
the return furnished under sub-section (2) or sub-section (4) of section
39 shall be communicated to the supplier concerned in such manner
and within such time as may be prescribed.
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5. Any registered person, who has furnished the details under sub-section
(2) for any tax period and which have remained unmatched under section
42 or section 43, shall, upon discovery of any error or omission therein,
rectify such error or omission in the tax period during which such error
or omission is noticed in such manner as may be prescribed, and shall
pay the tax and interest, if any, in case there is a short payment of tax on
account of such error or omission, in the return to be furnished for such
tax period:
Provided that no rectification of error or omission in respect of the details
furnished under sub-section (2) shall be allowed after furnishing of the
return under section 39 for the month of September following the end of
the financial year to which such details pertain, or furnishing of the relevant
annual return, whichever is earlier.

Section 39: “Furnishing of Returns” (CGST Act, 2017)

Provisions under Section 39 of the Central Goods and Services Tax (CGST)
Act, 2017 relating to “Furnishing of Returns”, are as under:

1. Every registered person, other than an Input Service Distributor or a
non-resident taxable person or a person paying tax under the provisions
of section 10 or section 51 or section 52 shall, for every calendar month
or part thereof, furnish, in such form and manner as may be prescribed,
a return, electronically, of inward and outward supplies of goods or
services or both, input tax credit availed, tax payable, tax paid and such
other particulars as may be prescribed, on or before the twentieth day
of the month succeeding such calendar month or part thereof.

2. A registered person paying tax under the provisions of section 10 shall,
for each quarter or part thereof, furnish, in such form and manner as
may be prescribed, a return, electronically, of turnover in the State or
Union territory, inward supplies of goods or services or both, tax payable
and tax paid within eighteen days after the end of such quarter.

3. Every registered person required to deduct tax at source under the
provisions of section 51 shall furnish, in such form and manner as may
be prescribed, a return, electronically, for the month in which such
deductions have been made within ten days after the end of such month.

4. Every taxable person registered as an Input Service Distributor shall,
for every calendar month or part thereof, furnish, in such form and manner
as may be prescribed, a return, electronically, within thirteen days after
the end of such month.

5. Every registered non-resident taxable person shall, for every calendar
month or part thereof, furnish, in such form and manner as may be
prescribed, a return, electronically, within twenty days after the end of a
calendar month or within seven days after the last day of the period of
registration specified under sub-section (1) of section 27, whichever is
earlier.
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6. The Commissioner may, for reasons to be recorded in writing, by
notification, extend the time limit for furnishing the returns under this
section for such class of registered persons as may be specified therein:
Provided that any extension of time limit notified by the Commissioner
of State tax or Union territory tax shall be deemed to be notified by the
Commissioner.

7. Every registered person, who is required to furnish a return under sub-
section (1) or sub-section (2) or sub-section (3) or sub-section (5),
shall pay to the Government the tax due as per such return not later than
the last date on which he is required to furnish such return.

8. Every registered person who is required to furnish a return under sub-
section (1) or sub-section (2) shall furnish a return for every tax period
whether or not any supplies of goods or services or both have been
made during such tax period.

9. Subject to the provisions of sections 37 and 38, if any registered person
after furnishing a return under sub-section (1) or sub-section (2) or sub-
section (3) or sub-section (4) or sub-section (5) discovers any omission
or incorrect particulars therein, other than as a result of scrutiny, audit,
inspection or enforcement activity by the tax authorities, he shall rectify
such omission or incorrect particulars in the return to be furnished for
the month or quarter during which such omission or incorrect particulars
are noticed, subject to payment of interest under this Act:
Provided that no such rectification of any omission or incorrect particulars
shall be allowed after the due date for furnishing of return for the month
of September or second quarter following the end of the financial year,
or the actual date of furnishing of relevant annual return, whichever is
earlier.

10. A registered person shall not be allowed to furnish a return for a tax
period if the return for any of the previous tax periods has not been
furnished by him.

First Return

Provisions under Section 40 of the Central Goods and Services Tax (CGST) Act,
2017 relating to “Furnishing First Return”, are as under:

Every registered person who has made outward supplies in the period
between the date on which he became liable to registration till the date on which
registration has been granted shall declare the same in the first return furnished by
him after grant of registration.
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Section 41: “Claim of Input Tax Credit (ITC) in Returns and
Provisional Acceptance thereof” (CGST Act, 2017)

Provisions under Section 41 of the Central Goods and Services Tax (CGST)
Act, 2017 relating to “Claim of Input Tax Credit (ITC) in Returns and
Provisional Acceptance thereof”, are as under:

1. Every registered person shall, subject to such conditions and restrictions
as may be prescribed, be entitled to take the credit of eligible input tax,
as self-assessed, in his return and such amount shall be credited on a
provisional basis to his electronic credit ledger.

2. The credit referred to in sub-section (1) shall be utilized only for payment
of self-assessed output tax as per the return referred to in the said sub-
section.

Section 42: “Matching, Reversal & Reclaim of Input Tax Credit
(ITC)” (CGST Act)

Provisions under Section 42 of the Central Goods and Services Tax (CGST)
Act, 2017 relating to “Matching, Reversal and Reclaim of Input Tax Credit
(ITC)”, are as under:

1. The details of every inward supply furnished by a registered person
(hereafter in this section referred to as the “recipient”) for a tax period
shall, in such manner and within such time as may be prescribed, be
matched–
(a) with the corresponding details of outward supply furnished by the

corresponding registered person (hereafter in this section referred
to as the “supplier”) in his valid return for the same tax period or
any preceding tax period;

(b) with the integrated goods and services tax paid under section 3 of
the Customs Tariff Act, 1975 in respect of goods imported by him;
and

(c) for duplication of claims of input tax credit.
2. The claim of input tax credit in respect of invoices or debit notes relating

to inward supply that match with the details of corresponding outward
supply or with the integrated goods and services tax paid under section
3 of the Customs Tariff Act, 1975 in respect of goods imported by him
shall be finally accepted and such acceptance shall be communicated, in
such manner as may be prescribed, to the recipient.

3. Where the input tax credit claimed by a recipient in respect of an inward
supply is in excess of the tax declared by the supplier for the same
supply or the outward supply is not declared by the supplier in his valid
returns, the discrepancy shall be communicated to both such persons in
such manner as may be prescribed.

4. The duplication of claims of input tax credit shall be communicated to
the recipient in such manner as may be prescribed.
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5. The amount in respect of which any discrepancy is communicated under
sub-section (3) and which is not rectified by the supplier in his valid
return for the month in which discrepancy is communicated shall be
added to the output tax liability of the recipient, in such manner as may
be prescribed, in his return for the month succeeding the month in which
the discrepancy is communicated.

6. The amount claimed as input tax credit that is found to be in excess on
account of duplication of claims shall be added to the output tax liability
of the recipient in his return for the month in which the duplication is
communicated.

7. The recipient shall be eligible to reduce, from his output tax liability, the
amount added under sub-section (5), if the supplier declares the details
of the invoice or debit note in his valid return within the time specified in
sub-section (9) of section 39.

8. A recipient in whose output tax liability any amount has been added
under sub-section (5) or sub-section (6), shall be liable to pay interest
at the rate specified under sub-section (1) of section 50 on the amount
so added from the date of availing of credit till the corresponding
additions are made under the said sub-sections.

9. Where any reduction in output tax liability is accepted under sub-section
(7), the interest paid under sub-section (8) shall be refunded to the
recipient by crediting the amount in the corresponding head of his
electronic cash ledger in such manner as may be prescribed:
Provided that the amount of interest to be credited in any case shall not
exceed the amount of interest paid by the supplier.

10. The amount reduced from the output tax liability in contravention of the
provisions of sub-section (7) shall be added to the output tax liability of
the recipient in his return for the month in which such contravention
takes place and such recipient shall be liable to pay interest on the amount
so added at the rate specified in sub-section (3) of section 50.

Section 43: “Matching, Reversal and Reclaim of Reduction in Output
Tax Liability” (CGST Act, 2017)

Provisions under Section 43 of the Central Goods and Services Tax (CGST)
Act, 2017 relating to “Matching, Reversal and Reclaim of Reduction in Output
Tax Liability”, are as under:

1. The details of every credit note relating to outward supply furnished by
a registered person (hereafter in this section referred to as the “supplier”)
for a tax period shall, in such manner and within such time as may be
prescribed, be matched –
(a) with the corresponding reduction in the claim for input tax credit by

the corresponding registered person (hereafter in this section referred
to as the “recipient”) in his valid return for the same tax period or
any subsequent tax period; and

(b) for duplication of claims for reduction in output tax liability.
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2. The claim for reduction in output tax liability by the supplier that matches
with the corresponding reduction in the claim for input tax credit by the
recipient shall be finally accepted and communicated, in such manner as
may be prescribed, to the supplier.

3. Where the reduction of output tax liability in respect of outward supplies
exceeds the corresponding reduction in the claim for input tax credit or
the corresponding credit note is not declared by the recipient in his valid
returns, the discrepancy shall be communicated to both such persons in
such manner as may be prescribed.

4. The duplication of claims for reduction in output tax liability shall be
communicated to the supplier in such manner as may be prescribed.

5. The amount in respect of which any discrepancy is communicated under
sub-section (3) and which is not rectified by the recipient in his valid
return for the month in which discrepancy is communicated shall be
added to the output tax liability of the supplier, in such manner as may
be prescribed, in his return for the month succeeding the month in which
the discrepancy is communicated.

6. The amount in respect of any reduction in output tax liability that is
found to be on account of duplication of claims shall be added to the
output tax liability of the supplier in his return for the month in which
such duplication is communicated.

7. The supplier shall be eligible to reduce, from his output tax liability, the
amount added under sub-section (5) if the recipient declares the details
of the credit note in his valid return within the time specified in sub-
section (9) of section 39.

8. A supplier in whose output tax liability any amount has been added
under sub-section (5) or sub-section (6), shall be liable to pay interest
at the rate specified under sub-section (1) of section 50 in respect of the
amount so added from the date of such claim for reduction in the output
tax liability till the corresponding additions are made under the said sub-
sections.

9. Where any reduction in output tax liability is accepted under sub-section
(7), the interest paid under sub-section (8) shall be refunded to the
supplier by crediting the amount in the corresponding head of his
electronic cash ledger in such manner as may be prescribed:
Provided that the amount of interest to be credited in any case shall not
exceed the amount of interest paid by the recipient.

10. The amount reduced from output tax liability in contravention of the
provisions of sub-section (7) shall be added to the output tax liability of
the supplier in his return for the month in which such contravention takes
place and such supplier shall be liable to pay interest on the amount so
added at the rate specified in sub-section (3) of section 50.
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Section 44: “Furnishing Annual Return” (CGST Act, 2017)

Provisions under Section 44 of the Central Goods and Services Tax (CGST)
Act, 2017 relating to “Furnishing Annual Return”, are as under:

1. Every registered person, other than an Input Service Distributor, a person
paying tax under section 51 or section 52, a casual taxable person and
a non-resident taxable person, shall furnish an annual return for every
financial year electronically in such form and manner as may be prescribed
on or before the thirty-first day of December following the end of such
financial year.

2. Every registered person who is required to get his accounts audited in
accordance with the provisions of sub-section (5) of section 35 shall
furnish, electronically, the annual return under sub-section (1) along with
a copy of the audited annual accounts and a reconciliation statement,
reconciling the value of supplies declared in the return furnished for the
financial year with the audited annual financial statement, and such other
particulars as may be prescribed.

Section 45: “Furnishing Final Return” (CGST Act, 2017)

Provisions under Section 45 of the Central Goods and Services Tax (CGST) Act,
2017 relating to “Furnishing Final Return”, are as under:

Every registered person who is required to furnish a return under sub-section
(1) of section 39 and whose registration has been cancelled shall furnish a final
return within three months of the date of cancellation or date of order of cancellation,
whichever is later, in such form and manner as may be prescribed.

Section 46: “Notice to Return Defaulters” (CGST Act, 2017)

Provisions under Section 46 of the Central Goods and Services Tax (CGST) Act,
2017 relating to “Notice to Return Defaulters”, are as under:

Where a registered person fails to furnish a return under section 39 or section
44 or section 45, a notice shall be issued requiring him to furnish such return within
fifteen days in such form and manner as may be prescribed.

Section 47: “Levy of Late Fee for delay in Furnishing Return,
Details, etc.” (CGST Act, 2017)

Provisions under Section 47 of the Central Goods and Services Tax (CGST) Act,
2017 relating to “Levy of Late Fee for delay in Furnishing Return, Details, etc.”,
are as under:

1. Any registered person who fails to furnish the details of outward or
inward supplies required under section 37 or section 38 or returns
required under section 39 or section 45 by the due date shall pay a late
fee of one hundred rupees for every day during which such failure
continues subject to a maximum amount of five thousand rupees.

2. Any registered person who fails to furnish the return required under
section 44 by the due date shall be liable to pay a late fee of one hundred
rupees for every day during which such failure continues subject to a
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maximum of an amount calculated at a quarter per cent. of his turnover
in the State or Union territory.

Section 48: “GST Practitioners (Eligibility, Approval, Obligations,
etc.)” (CGST Act, 2017)
Provisions under Section 48 of the Central Goods and Services Tax (CGST)
Act, 2017 relating to “GST Practitioners (Eligibility, Approval, Obligations,
etc.)”, are as under:

1. The manner of approval of goods and services tax practitioners, their
eligibility conditions, duties and obligations, manner of removal and other
conditions relevant for their functioning shall be such as may be
prescribed.

2. A registered person may authorize an approved goods and services tax
practitioner to furnish the details of outward supplies under section 37,
the details of inward supplies under section 38 and the return under
section 39 or section 44 or section 45 in such manner as may be
prescribed.

3. Notwithstanding anything contained in sub-section (2), the responsibility
for correctness of any particulars furnished in the return or other details
filed by the goods and services tax practitioners shall continue to rest
with the registered person on whose behalf such return and details are
furnished.

2.10 TYPES OF RETURN

Various types of Returns are as follows:
(a) GSTR -1 Return for outward suppliers made by tax payer
(b) GSTR – 2 Return for inward suppliers received by the tax payer
(c) GSTR – 3 Monthly returns
(d) GSTR – 4 Quarterly returns for computing dealer
(e) GSTR – 5 Return for non – resident foreign tax payer
(f) GSTR – 6 ISD return
(g) GSTR – 7 TDS return
(h) GSTR – 8 Annual returns

GSTR -1 Return for outward suppliers made by tax payer

This return form would capture the following information:
1. Basic details of the Taxpayer i.e. Name along with GSTIN
2. Period to which the Return pertains
3. Gross Turnover of the Taxpayer in the previous Financial Year. This

information would be submitted by the taxpayers only in the first year
and will be auto-populated in subsequent years.
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4. Final invoice-level supply information pertaining to the tax period
separately for goods and services:
(i) For all B2B supplies (whether inter-state or intra-state), invoice

level specified details will be uploaded.
(ii) For all inter-state B2C supplies (including to non-registered

Government entities, Consumer / person dealing in exempted / NIL
rated / non GST goods or services), the suppliers will upload invoice
level details in respect of every invoice whose value is more than
` 2,50,000. For invoices below this value, State-wise summary of
supply statement will be filed covering those invoices where there is
address on record. The address of the buyer has to be mandatorily
reflected in every invoice having a value of  ` 50,000 or more.
(Model GST Law may provide for such a provision). Invoices for
a value less than ̀  50,000 that do not have address on record will
be treated as intra-state supply. In other words, State-wise summary
of inter-State supply would be filed covering (a) those invoices value
of which is less than ̀  50,000 and where address is on record and
(b) those invoices whose value is between ̀  50,000 to ̀  2,50,000.

(iii) The recommendation of the Committee on IGST and GST on
Imports with respect to the details about HSN code for goods and
Accounting code for services to be captured in an invoice have
been accepted with certain modifications. The details proposed by
this Committee are as follows:
(a) HSN code (4-digit) for Goods and Accounting Codes for

Services will be mandatory initially for all taxpayers with
turnover in the preceding financial year above ̀  5 Crore (For
the first year of operations of GST, self-declaration of turnover
of previous financial year will be taken as the basis as all India
turnover data will not be available in the first year. From the
2nd year onwards, turnover of previous financial year under
GST will be used for satisfying this condition).

(b) For taxpayers with turnover between ̀  1.5 Crores and ̀  5
Crores in the preceding financial year, HSN codes may be
specified only at  2-digit chapter level as an optional exercise
to start with. From second year of GST operations, mentioning
2-digit chapter level HSN Code will be mandatory for all
taxpayers with turnover in previous financial year between
` 1.5 Crores and ` 5.0 Crores.

(c) Any taxpayer, irrespective of his turnover, may use HSN code
at 6- digit or 8-digit level if he so desires.

(d) To start with, compounding dealers may not be required to
specify HSN at 2-digit level also.

(e) Prescribed Accounting code will be mandatory for those
services for which Place of Supply Rules are dependent on
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nature of services to apply the destination principle, irrespective
of turnover.

(f) HSN Codes at 8-digit level and Accounting Codes for
services will be mandatory in case of exports and imports.

(iv) The above parameters with respect to HSN code for goods and
Accounting Code for services will apply for submitting the information
in return relating to relevant invoice level information for B2B supplies
(both intra-state and inter-state) and inter-state B2C supplies (where
taxable value per invoice is more than ̀  2.5 lakhs). It is proposed
that in the return form the description of goods and services may
not be required to be submitted by the taxpayer as the same will be
identified through the submission of HSN code for goods and
Accounting Code for services. In order to differentiate between
the HSN code and the Service Accounting Code (SAC), the latter
will be prefixed with “s”. The taxpayers who have turnover below
the limit of ` 1.5 Crore will have to mention the description of
goods/service, as the case may be, wherever applicable.

(v) For all Intra-State B2C supplies (including to non-registered
Government entities, consumer / person dealing in exempted / NIL
rated / non GST goods or services), consolidated sales (supply)
details will be uploaded. However a dealer may at his option furnish
invoice wise information in respect of exempted and nil rated
supplies also.

(vi) The supply information will also have details relating to the Place of
Supply in order to identify the destination state as per the Place of
Supply Rules where it is different from the location of the recipient.

(vii) Details relating to supplies attracting Reverse charge will also be
submitted

5. Details relating to advance received against a supply to be made in
future will be submitted in accordance with the Point of Taxation Rules
as framed in the GST law.

6. Details relating to taxes already paid on advance receipts for which
invoices are issued in the current tax period will be submitted.

7. Details relating to supplies exported (including deemed exports) both
on payment of IGST as well as without payment of IGST would be
submitted.

8. There will be a separate table for submitting the details of revisions in
relation to the outward supply invoices pertaining to previous tax periods.
This will include the details of Credit/Debit Note issued by the suppliers
and the differential value impact and the concomitant tax payable or
refund/tax credit sought.

9. There will be a separate table for effecting modifications/correcting errors
in the returns submitted earlier. The time period for correcting these
errors will be provided in the GST Law.
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10. There will be a separate table for submitting details in relation to NIL
rated, Exempted and Non GST outward supplies to (both inter-state
and intra-state) to registered taxpayers and consumers.

GSTR – 2 Return for inward suppliers received by the tax payer
GSTR-2 is a monthly return that summarizes the details of inward purchases of
taxable goods and/or services. GSTR-2 contains details of all the purchases
transactions of a registered dealer for a month. It will also include purchases on
which reverse charge applies.

The GSTR-2 filed by a registered dealer is used by the government to
check with the sellers’ GSTR-1 for buyer-seller reconciliation.

Buyer-seller reconciliation or invoice matching or is a process of matching
taxable sales by the seller with the taxable purchases of the buyer.

It is vital because ITC on purchases will only be available if the details of
purchases filed in GSTR-2 return of buyer matches with the details of sales filed in
GSTR-1 of the seller.

For example,  Ajay buys 100 pens worth ` 500 from Vijay Stationery.
Vijay Stationery must show ̀  500 sales in his GSTR-1. Ajay must show the same
` 500 purchase in GSTR-2 to claim ITC. Unless the amounts match, Ajay will not
be able to claim ITC.

This return form would capture the following information:
1. Basic details of the Taxpayer i.e. Name along with GSTIN.
2. Period to which the Return pertains.
3. Final invoice-level inward supply information pertaining to the tax period

for goods and services separately
4. The information submitted in GSTR-1 by the Counterparty Supplier of

the taxpayer will be auto populated in the concerned tables of GSTR-2.
The same may be modified i.e. added or deleted by the Taxpayer while
filing the GSTR-2. The recipient would be permitted to add invoices
(not uploaded by the counterparty supplier) if he is in possession of
invoices and have received the goods or services.

5. There will be separate tables for submitting details relating to import of
Goods/Capital Goods from outside India and for the services received
from outside India.

6. The details of inward supplies would be auto-populated in the ITC ledger
of the taxpayer on submission of his return. The taxpayer will select the
invoice details regarding the in-eligibility and eligibility of ITC in relation
to these inward supplies and the quantum available in a particular tax
period.

7. There will be a separate table for submitting details in relation to ITC
received on an invoice on which partial credit has been availed earlier.

8. In respect of capital goods, there will be a field to capture appropriate
information regarding availment of ITC over a period (to be prescribed
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in GST Law in terms of duration and number of installments) from the
date of accountal of capital goods in the taxpayer’s books of accounts.

9. In respect of inputs, there can be two situations. If inputs are received in
one lot, the ITC will be given in the return period in which the purchase
is recorded in the books of accounts. In case inputs covered under one
invoice are received in more than one instance/lot, the ITC will be given
in the return period in which the last purchase is recorded in the books
of accounts. (GST Law to contain appropriate provision in this regard).
A note in this regard has been incorporated in the Return form for the
guidance of the taxpayer.

10. There will be a separate table for submitting the details of revisions in
relation to inward supply invoices pertaining to previous tax periods
(including post purchase discounts received). This will include the details
of Credit/Debit Note issued by the suppliers and the differential value
impact and concomitant tax payable or refund/tax credit sought.

11. There will be a separate table for effecting modifications/correcting errors
in the returns submitted earlier. The time period for correcting these
errors will be provided in the GST Law.

12. There will be a separate table for submitting details in relation to NIL
rated, Exempted and Non GST inward Supplies ( Both Inter-State and
Intra-State) including those received from compounding taxpayers and
unregistered dealers.

13. There will be a separate table for the ISD credit received by the taxpayer.
14. There would be a separate table for TDS Credit received by the taxpayer.

GSTR – 3 Monthly returns

GSTR-3 is a monthly return with the summarized details of sales, purchases, sales
during the month along with the amount of GST liability. This return is auto-generated
pulling information from GSTR-1 and GSTR-2.

GSTR-3 is a monthly GST Return. It contained two parts i.e. Part A, Part B.
Part A of the return shall be electronically generated on the basis of

information furnished through returns in FORM GSTR-1, FORM GSTR-2 and
based on other liabilities of preceding tax periods.

Parts B contained the Tax Liability, interest and penalty paid and refund
claimed from cash ledger, if any. Part B is also auto populated, the system will
compute the tax liability on the basis of GSTR-1(Output tax) and after adjustment
of Input tax credit as claimed in GSTR-2.

Every registered person furnishing the return is required to discharge his
liability towards tax, interest, penalty, fees or any other amount payable. The
payment will be made by debiting the electronic cash ledger or electronic credit
ledger.
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Persons Required to File GSTR-3:

(a) Every registered person is required to file GSTR-2 except:
(b) Input Service Distributor or,
(c) Non-residential taxable person or,
(d) Person required deducting the TDS or E-commerce operator person.

Due Date for Filing GSTR 3:

GSTR-3 has to file on or before 20th of the following month. But Government has
decided to extend the due date of filing of GSTR-3 for month of July and August,
2017 to Sept. 30, 2017 and Oct 15, 2017 respectively.

Penalty for non-furnishing of return

(a) A penalty of ̀  100 per day is applicable for late filing of GST return.
The penalty would be payable for the period in which the taxpayer
failed to furnish the return up to a maximum penalty of ̀  5,000.

(b) If GST return for a month is not filed, then the GST return for the next
month cannot be filed by the taxpayer.

(c) Further, if a taxpayer fails to file GSTR-2 return on the 15th, then the
taxpayer would not be able to file GSTR-3 return on the 20th.

(d) Hence, late filing of GST return will have a cascading effect leading to
heavy fines and penalty.

GSTR – 4 Quarterly returns for computing dealer

The GSTR- 4 form is a quarterly return form for those taxpayers who have opted
GST Composition scheme in the new indirect tax regime. Under the GST
composition scheme, taxpayers will be required to file only one return in every
three months (quarter) rather than three returns in every month. Not all businesses
will be eligible to register under the GST composition scheme, only those business
entities whose annual turnover is below 75 lakh and fulfils other criteria’s can be
entitled to register under the Composition Scheme. The information details in GSTR
4 form should be filled in between 11th and 18th of the month following the quarter
of the relevant tax period.

The GSTN Portal is also available with GSTR 4 offline tool based on excel
worksheets. The offline tool on excel sheet is offered for simple GST returns filing
for the GSTR 4 returns.

Salient Features of GSTR 4 Return Form

(a) GSTR 4 Returns will file on the quarterly basis for compounding Taxable
persons. The last date for filing the GSTR- 4 Returns is 18th of the
month following the quarter. GSTR 4 returns can be filed on 18th April,
18th July, 18th October and 18th January and so forth

(b) GSTR  – 4 Form is filed by all the taxpayers who registered under the
composition scheme
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(c) Business entities registered under the composition scheme will be required
to pay taxes at fixed rates and file returns quarterly without availing
input tax credit facility

(d) The taxpayer will be required to show the total value of supplies made
in a specific period and tax paid at the composition rate

(e) The taxpayer will be required to insert invoice- level purchase details
for the purchases from normal taxpayers, which will be automatically
updated GSTR 4A Form from supply invoice uploaded by the opposite
party in GSTR 1

Interest on Late Payment of GST Tax & Missing GST Return due
Date Penalty

GST Council clearly stated in acts that if a person has not paid the taxes before
the due dates, then the GST Council has strict rules and regulations to accommodate
it with 18 % interest rate per year. The interest rate is applied to the number of
days the taxpayer missed out.

If we take the illustration of it, a person missed out the due date of yesterday,
then the taxpayer has to pay 1000*18/100*1/365 = ` 0.49 for one day and the
calculation varies on payable tax and the total missed out days.

In addition, if there is no issue regarding the tax payment and person is
missed out the GSTR filing due dates, in this case, the person is again liable to pay
penalty under GST Council which is ̀  100 for CGST and ̀  100 for SGST per
day. The maximum amount in the case of missing the filing is INR 5000.

Step by Step Online Return Filing Procedure

GSTR 4 return form is divided into 13 sections but it is not necessary to fill all
these sections. Some of the details of sections in GSTR 4 form are given below:
Part 1 to Part 3 – General Information

GSTIN: Every Taxpayer gets a state-wise PAN-based 15 digit Goods
and Services Taxpayer Identification Number (GSTIN) from the
Government. It must be noted that the identification of the taxpayer will
be automatically filled at the time of filing return in coming future.
Legal Name of the Registered Person and Trade name (if any):
The taxpayer name will automatically fill at the time of filing the returns
at GSTN portal.
Annual Turnover in the preceding Financial Year: A taxpayer will
be required to fill all the information only for the first time of filing and
after then it will be automatically updated in the succeeding years.

Part 4 – Inward supplies including supplies on which tax is to be paid
on reverse charge

Inward supplies received from a registered supplier (other than supplies
attracting reverse charge), the information will be auto-populated from
the provided by the supplier in GSTR-1 and GSTR-5. Inward supplies
received from a registered supplier (attracting reverse charge- this
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information will be automatically filled from the information provided by
the supplier in GSTR-1, inward supplies received from an unregistered
supplier and Import of service. It must be noted that all inward supplies
to a composition will auto-filled here.

Part 5 – Amendments to details of inward supplies furnished in
returns for earlier tax periods in Table 4 [including debit notes/credit
notes and their subsequent amendments]

It will include amendment information mentioned in earlier tax periods
and also original amended of debit or credit note received, rate- wise.
Place of supply to be mentioned in case if the same is different from the
location of the recipient. While providing the information of original debit
/credit note, the details of invoice must be provided in starting three
columns, whereas, providing revision of the details of original debit /
credit note shall be provided in the first three columns of this Table

Part 6 – Tax on outward supplies made (Net of advance and goods
returned)

Under this section, you will be to provide the details of outward supplies
which includes advance and net of goods returned during the current
tax period.

Part 7 – Amendments to Outward Supply details furnished in returns
for earlier tax periods in Table No. 6

Under this section, you will be able to rectify the incorrect details you
provided in Table 6 in previous returns

Part 8 – Consolidated Statement of Advances paid/Advance adjusted
on account of receipt of supply.

Under this, details of advance paid relating to reverse charge supplies
and if you paid taxes on them, adjustments against invoices issued to be
mentioned in Table 8

Part 9 – TDS Credit received

TDS (Tax Deduct at Source will be auto-filled in Table 9

Part 10 – Tax payable and paid
Under this section, you will be require to provide the details of Integrated
Tax, Central Tax, State/UT Tax and cess tax amount payable as well
tax amount paid.

Part 11 – Interest, Late Fee payable and paid

This section is for those taxpayers who have not paid the taxes timely.

Part 12 – Refund claimed from Electronic cash ledger

If in case the tax liability of the composition dealer is below than the
TDS deducted, he can get a refund of balancing amount. The amount
which is available for refund will be auto-filled under this section
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Part 13 – Debit entries in cash ledger for tax /interest payment [to
be populated after payment of tax and submissions of return]

GSTR – 5 Return for non–resident foreign tax payer

Non-Resident foreign taxpayers (special cases under GST Registration) are those
suppliers who have come for a short period to make supplies in India without
having any business establishments here. Products are normally imported to make
local supplies. Therefore, they will be allowed to avail Input Tax Credit only on
IGST paid on imports. However, other taxpayers can take credit for supplies
made by them and filed in Form GSTR 5.

Date of filing of GSTR 5
Such taxpayers would be required to file the return in form GSTR 5 for the period
for which they have obtained registration:

within a period of 7 days after the date of expiry of registration; or
to be filed monthly before 20th of the following month.
GSTR 6 has a total of 14 headings, the taxable person need not worry as

most of these will be pre-filled. But we need to understand certain terms:
GSTIN – Goods and Services Taxpayer Identification Number
UIN – Unique Identification Number
UQC – Unit Quantity Code
HSN – Harmonised System of Nomenclature
SAC – Services Accounting Code
POS – Place of Supply of Goods and Services
B2B – From one registered person to another registered person
B2C – From registered person to unregistered person

Particulars of GSTR 5
1. GSTIN – Here you have to specify your unique PAN-based 15-digit

Goods and Services Taxpayer Identification Number (GSTIN).
2. Name of the Taxpayer – This field should contain the name of the

registered tax payer (who is also the authorised signatory under the
GST law) for your business.

3. Inputs/Capital goods received from Overseas
Here, you are required to record the details of all goods that you have
imported into India along with all the relevant documents (such as the
bill of entry).

4. Amendment in the details furnished in any earlier return
Under the Section 5A of GSTR 5, you can amend/update any changes
made to the documents that you have filed earlier (such as previous bills
of entry). While you are at it, you as the non-resident foreign taxpayer
are also required to furnish details of the original bill of entry that has
now been amended by you.
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5. Taxable outward supplies made to registered persons
Here, you are required to furnish details of all sales and outward supplies
that you have made in India during the period of this tax return. While
you are at it, remember to specify the details of all registered buyers
along with their GSTINs. Also, please track different components of
GST – namely, CGST, SGST and IGST separately.

6. Taxable outward inter-State supplies to un-registered persons where
invoice value is more than ̀  2.5 lakh.
All inter-state B to C supplies, where invoice value is more than
` 2,50,000 (B to C Large) invoice level detail to be provided in this table.

7. Taxable supplies to unregistered persons other than the supplies
mentioned at Table 6
For all B to C supplies (whether inter-State or intra-State) where invoice
value is up to ̀  2,50,000 State-wise summary of supplies shall be filed
in this table.

8. Amendments to taxable outward supply details furnished in returns for
earlier tax periods in Table 5 and 6.

Table 8 consists of amendments in respect of:
(i) B2B outward supplies declared in the previous tax period;
(ii) “B2C inter-State invoices where invoice value is more than 2.5

lakhs” reported in the previous tax period; and
(iii) Original debit and credit note details and its amendments.

9. Amendments to taxable outward supplies to unregistered persons
furnished in returns for earlier tax periods in Table 7
This table covers the Amendments in respect of B2C outward supplies
other than inter-State supplies where invoice value is more than
`  2,50,000.

10. Total tax liability
This table consists of tax liability on account of outward supplies declared
in the current tax period and negative ITC on account of amendment to
import of goods in the current tax period.

11. Tax payable and paid
Under this section, you can record the details of the tax paid for this tax
period under different GST components; CGST, SGST and IGST. The
tax liability for this can be calculated based on the data provided by you
under the above sections.

12. Interest, late fee and any other amount payable and paid
This will include the details of the Interest and Late Fees that is being
paid and payable to the Central and the State Government.
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13. Refund claimed from electronic cash ledger
This section will contain the details of all refunds that you have received
into the bank account from the electronic cash ledger (a ledger that
needs to be maintained by every taxable person for).

14. Debit entries in electronic cash/credit ledger for tax/interest payment
It includes the details of the debit entries in cash ledger for tax/interest
payment and it is to be populated after payment of tax and submissions
of return.

Verification

I hereby solemnly affirm and declare that the information given herein above is true
and correct to the best of my knowledge and belief and nothing has been concealed
therefrom.

Signature of Authorized Signatory..................
Place..................       Name of Authorized Signatory........................
Date..................     Designation/Status ....................................
In case you are confused about GST as a business owner, feel free to

consult the GST experts at Legal Raasta. You can get comprehensive assistance
on GST Registration and GST Return Filing. You can also use our GST software
for doing end-to-end GST compliance.

GSTR – 6 ISD return

GSTR 6 is a monthly return that has to be filed by an Input Service Distributor. It
contains details of ITC received by an Input Service Distributor and distribution
of ITC. There are a total of 11 sections in this return.

This form is like GSTR 2A which gets generated automatically based on the
details provided by suppliers in their GSTR 1.

GST paid on inward supplies by an ISD will be auto-populated from the
GSTR 1 of the suppliers in the GSTR 6 A.

GSTR 6A will be generated by 11th of next month with details of all inward
supplies made to the ISD.

The ISD has to approve the GSTR 6A after making appropriate changes (if
any).

An ISD after adding, correcting or deleting the details in GSTR 6A, has to
file GSTR 6. Hence most of the details in GSTR 6 is auto-populated from the
details approved in GSTR 6.

1. GSTIN – Provide GSTIN of the dealer for whom the return is being
filed.

2. Name of the Registered Person – Name of the taxpayer will be auto-
populated.

3. Input tax credit received for distribution – Details in this section will be
auto populated. The section will contain invoice wise details of all the
inputs received which is distributed as ITC.
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4. Total ITC/Eligible ITC/ Ineligible ITC to be distributed for the tax period
– This part shall contain the total of all the ITC of the Input Service
Distributor segregated into total amount of ITC, eligible ITC and ineligible
ITC.

5. Distribution of input tax credit reported in Table 4 –
This table is where the entire distribution of ITC is reported by the ISD
in the return. Based on this the dealer to whom the credit is distributed
will be able to claim the ITC.

6. Amendments in information furnished in earlier returns in Table No. 3 –
If there is any mistake in the invoice details for inward supplies provided
in the previous returns it can be corrected here. The details of changes
to be made to invoices have to be entered here.

7.  Input tax credit miss-matches and reclaims to be distributed in the tax
period –  Changes to the total ITC on account of mismatch or ITC
reclaimed on rectification of mismatch can be done in this table.

8. Distribution of input tax credit reported in Table No. 6 and 7 (plus/
minus) – Changes to be made to the amount of credit distributed to
dealers on account of details entered in Table 6 or 7 can be done here.

9. Redistribution of ITC distributed to a wrong recipient (plus/minus) –
Any incorrect distribution of ITC to the dealers in the previous returns
can be entered on this table.

10. Late Fees (if any) that is paid by dealer has to be entered in this section.
11. Refund claimed from electronic cash ledger – This will include details of

refund to be claimed from the electronic cash ledger.

GSTR–7 TDS return
GSTR 7 is a return to be filed by the persons who is required to deduct TDS (Tax
deducted at source) under GST. GSTR 7 contains the details of TDS deducted,
TDS liability payable and paid, TDS refund claimed if any etc.

As per GST law, following people/entities need to deduct TDS:
1. A department or establishment of the Central or State Government, or
2. Local authority, or
3. Governmental agencies, or
4. Persons or category of persons as may be notified, by the Central or a

State Government on the recommendations of the Council.
As per Notification No. 33/2017 – Central Tax, 15th September 2017
The following entities also need to deduct TDS -
An authority or a board or any other body which has been set up by

Parliament or a State Legislature or  by a government, with 51% equity ( control)
owned by government

A society established by the Central or any State Government or a Local
Authority and the society is registered under the Societies Registration Act, 1860



CGST/SGST – II

NOTES

Self-Instructional
126 Material

Public sector undertakings
The above deductor are required to TDS where the total value of supply under
the contract exceeds ̀  2.5 Lakhs. The rate for TDS is 2% (CGST 1% + SGST
1%) in case of intra state supply and 2 % (IGST) in case of interstate supplies.

However, the TDS will not be deducted when the location of the supplier
and place of supply is different from the registration place (State) of the recipient.

GSTR 7 shows the details of TDS deducted, amount of TDS paid and
payable, any refund of TDS claimed. The deductee i.e. the person whose TDS
has been deducted can claim the input credit of such TDS deducted and utilize for
the payment of output tax liability. The details of TDS deducted is available
electronically to each of the deductees in PART ‘C’ of Form GSTR 2A after the
due date of filing of Form GSTR 7. Also the certificate for such TDS deducted
shall be made available to the deductee in Form GSTR 7A on the basis of return
filed in GSTR 7.

1. Provide GSTIN: Each taxpayer will be allotted a state-wise PAN-
based 15-digit Goods and Services Taxpayer Identification Number
(GSTIN). GSTIN of the taxpayer will be auto-populated at the time of
return filing.

2. Legal name of the Deductor: Name of the taxpayer will be auto-
populated at the time of logging into the common GST Portal. Also if
there is any trade name of the registered person, then it will also get auto
populated.

3. Details of the tax deducted at source: Here you need to mention the
details in respect of TDS deducted such as GSTIN of the deductee,
total amount and TDS amount (Central/state/integrated.)

4. Amendments to details of tax deducted at source in respect of
any earlier tax period: Any correction to the data submitted in the
return of previous months can be done here by filling the original and
revised details in this section. Based on this amendment, TDS certificate
(GSTR-7A) will get revised.

5. Tax deduction at source and paid: Here you need to mention the
details of the tax (integrated/central/state) amount deducted from the
deductee and the tax (integrated/central/state) amount paid to the
government.

6. Interest, late Fee payable and paid: If there is any interest fees or
late fees applicable on TDS amount, you must mention the details of
such interest and late fees payable along with the amount paid till date.

7. Refund claimed from electronic cash ledger: If you want to claim
the refund of TDS from your electronic cash ledger, you must mention
such details here in this section. You should also provide your bank
details where the refund for TDS should be credited.



CGST/SGST – II

NOTES

127
Self-Instructional

Material

8. Debit entries in electronic cash ledger for TDS/interest payment
[to be populated after payment of tax and submissions of return]:
The entries in the section are auto populated, once you finish filing the
return and the payment of TDS along with interest, if any.

Once all the particulars are furnished correctly, the taxpayer is required to
sign a declaration regarding the correctness of the information furnished under
various heads either through a digital signature certificate (DSC) or Aadhar based
signature verification to authenticate the return.

GSTR–8 Annual Returns

GSTR-8 is a return to be filed by the e-commerce operators who are required to
deduct TCS (Tax collected at source) under GST. GSTR-8 contains the details of
supplies effected through e-commerce platform and amount of TCS collected on
such supplies.

Every e-commerce operator registered under GST is required to file GSTR-
8. E-commerce operator has been defined under GST Act as any person who
owns or manages a digital or electronic facility or platform for electronic commerce
such as Amazon etc.All such e-commerce operators are mandatorily required to
obtain GST registration as well as registered for TCS (Tax collection at source).

E-commerce operator is any person who owns or manages the digital or
electronic facility or platform for electronic commerce such as Amazon, Flipkart,
etc. The e-commerce operator provides a platform whereby the sellers can reach
out to a large number of customers by getting registered online on their platform.
Customers also get benefits as they get access to multiple sellers and competitive
prices for the desired product.

GSTR-8 shows the details of supplies effected through the e-commerce
platform and the amount of TCS collected on such supplies. Currently, the
Government has put the TCS provisions on hold. It is expected to be applicable
from 1st April 2018 onwards. In case of TCS being applicable, the supplier can
take the input credit of such TCS deducted by the e-commerce operator after
filing of GSTR-8 by the e-commerce operator. The amount of such TCS will be
reflected in Part C of Form GSTR-2A of the supplier.

For instance, consider that Shanta Enterprises supplies garments worth
`  20,000 through Amazon. Now Amazon being the e-commerce operator will
deduct the TCS @ 2%  and deposit ̀  400 with the Government. The amount of
` 200 will get reflected in GSTR-2A of Shanta Enterprises after filing of GSTR-8
by Amazon.

GSTR-8 filing for a month is due on 10th of the following month. For instance,
the due date for GSTR-8 for October is on the 10th of November. If the GST
return is not filed on time, then a penalty of ̀  100 under CGST & ̀  100 under
SGST shall be levied per day. The total will be ` 200/day. The maximum is
` 5,000. There is no late fee on IGST in case of delayed filing.
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Along with late fee, interest at 18% per annum has to be paid. It has to be
calculated by the taxpayer on the tax to be paid. The time period will be from the
next day of filing to the date of payment.

GSTR-8 once filed, cannot be revised. Any mistake made in the return can
be revised in the next month’s return. It means that if a mistake is made in October
GSTR-8, rectification for the same can be made in November GSTR-8 or in later
months when the error or omission is identified.

GSTR-8 has a total of 9 sections:
1. Provide GSTIN (provisional id can also be used as GSTIN if you do

not have a GSTIN)
2. Legal name of the registered person: Name of the taxpayer will be

auto-populated at the time of logging into the common GST Portal.
3. Details of supplies made through e-commerce operator: Mention

the gross value of supplies made to registered persons and unregistered
persons and value of supplies returned by such registered and
unregistered persons. The difference between the supplies made and
supplies returned will be the net amount liable for TCS.

4. Amendments to details of supplies in respect of any earlier
statement: Any correction to data submitted in the return of previous
months can be done by filling in this section.

5. Details of interest: If the amount of TCS is not paid on time by the e-
commerce operator, then interest is levied on account of late payment
of TCS amount.

6. Tax payable and paid: This head includes the total amount of tax
payable under each head i.e., SGST, CGST and IGST and how much
tax has been paid till date.

7. Interest payable and paid: Interest @ 18% is levied for the late
payment of GST. The interest is calculated on the outstanding tax amount.

8. Refund claimed from electronic cash ledger: Refund from electronic
cash ledger can only be claimed only when all the TCS liability for that
tax period has been discharged.

9. Debit entries in cash ledger for TCS/interest payment [to be
populated after payment of tax and submissions of return: Amount
of tax collected at source will flow to Part C of GSTR-2A of the taxpayer
on filing of GSTR-8

To know more about the different types of returns, deadlines and the
frequency of filing, read our article on GST Returns.

2.11 ASSESSMENT

As per Section 2(11) of the Central Goods and Services Tax (CGST) Act, 2017,
unless the context otherwise requires, the term “assessment” means determination
of tax liability under this Act and includes self-assessment, re-assessment,
provisional assessment, summary assessment and best judgment assessment.
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Assessment of Tax Liability in GST

Assessment of tax means determination of the tax liability of a person. The tax
liability of a person is the amount of tax to be paid by a person during a tax period.
The types of assessment of tax under GST remain similar to those in the current
regime. Broadly, there are two types of assessments: (i) assessment by the taxable
person himself/herself, i.e., self-assessment and (ii) assessment by the tax authorities.

Types of Assessment

Fig. 2.1:  Types of Assessment

Self Assessment
Every registered taxable person must assess the tax payable by himself/herself
and furnish the relevant return for each tax period. Based on the type of taxable
person, the returns to be furnished have been specified. For example: A registered
regular dealer must furnish Form GSTR-3 on a monthly basis and Form GSTR-9
annually.

Assessment by the tax authorities are of four types:

1. Provisional Assessment
If a taxable person is unable to determine the value of goods and/or services or
determine the rate of tax applicable, the person can request an officer to allow him
to pay tax on a provisional basis. The officer shall pass an order within a period
not later than 90 days from the date of receipt of such request, allowing the person
to pay the tax on a provisional basis. The rate of tax and the taxable value will be
specified by the officer.

Within 6 months from the date of the provisional assessment order, the
officer must pass the final assessment order.

The person will be liable to pay interest on any additional tax payable under
provisional assessment but not paid on the due date, i.e., 20th of the month. Interest
will be liable from the 21st of the month till the date of actual payment, irrespective
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of whether the amount is paid before or after the final assessment order. If the
person is eligible for a refund as per the final assessment order, interest will be
paid on the refund amount.

For example: A registered person manufactures a new product for which
the HSN code and tax rate are not available. In this case, the person seeks a
provisional assessment of the tax payable by him.

2. Scrutiny Assessment

Under scrutiny assessment, an officer can examine the return and other information
furnished by a person, to verify the correctness of the return.

If any discrepancy is noticed, the officer will inform the person and seek his
explanation. If the explanation is satisfactory, no further action will be taken. In
case no satisfactory explanation is given within 30 days of being informed or if the
person does not make corrections in the return after accepting the discrepancies,
the officer will initiate appropriate action.

For example: As part of the regular scrutiny assessment, an officer examines
Form GSTR-3 filed by a registered person and if gets any doubt regarding the
transaction value and tax levied in certain transactions, the officer will seek an
explanation from the dealer.

3. Best Judgement Assessment

Under best judgement assessment, an officer will assess the tax liability of a person
to the best of his/her judgement. The circumstances for this are:

(a) Assessment of non-filers of returns: If a person fails to furnish a
return, even after a notice is served to the person, an officer will assess
the tax liability of the person to the best of his judgement. All relevant
material which is available or which the officer has gathered will be
taken into account. He will then issue an assessment order within 5
years from the due date of filing of the annual return for the year in which
the tax return was not filed.
If the person furnishes the return within 30 days from the assessment
order, the assessment order will be withdrawn.
For example:
A regular dealer does not furnish Form GSTR-9 for a financial year,
even after receiving a notice from the Tax department. In such a case,
an officer will initiate best judgement assessment to assess the tax payable
by the person.

(b) Assessment of unregistered persons: If a taxable person fails to
obtain registration even though he/she is liable to do so, an officer will
assess the tax liability of the person to the best of his judgement for the
relevant tax periods, and issue an assessment order within 5 years from
the due date of filing of the annual return for the year in which the tax
was not paid.
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For Example: During an inspection, an officer finds that a person has
not registered under GST though his turnover exceeds the threshold
limit. The officer will initiate a best judgement assessment and assess the
tax liability of the person.

4. Summary Assessment
In certain special cases, an officer may, on finding any evidence showing tax liability
of a person which comes to his notice, with the permission of the Additional/Joint
Commissioner, assess the tax liability of the person to protect the interest of revenue
and issue an assessment order, if he has sufficient grounds to believe that any delay
in doing so will adversely affect the interest of revenue.
For Example
sOn the basis of Form GSTR-3 filed by a registered regular dealer, an officer
initiates summary assessment as he finds enough evidence to believe that a significant
loss of revenue can be recovered from the person.

It is important for a taxable person to be aware of the different types of
assessment under GST and adhere to the compliance requirements. Self-assessment
is most important for every registered person. It is important to furnish accurate
information and pay tax due on a timely basis, as per the due dates laid down.
Self-assessment done appropriately ensures that assessment is not initiated by the
tax authorities. In a case where an assessment is initiated by the tax authorities, a
dealer must ensure to furnish the information asked for by the time given. Businesses
must make use of the facilities of compliance and technology to remain compliant
under GST.

Section 59: “Self-Assessment of Taxes Payable” (CGST Act, 2017)

Provisions under Section 59 of the Central Goods and Services Tax (CGST) Act,
2017 relating to “Self-Assessment of Taxes Payable”, are as under:

Every registered person shall self-assess the taxes payable under this Act
and furnish a return for each tax period as specified under section 39.

Section 60: “Provisional Assessment Order” (CGST Act, 2017)
Provisions under Section 60 of the Central Goods and Services Tax (CGST)
Act, 2017 relating to “Provisional Assessment Order”, are as under:

1. Subject to the provisions of sub-section (2), where the taxable person
is unable to determine the value of goods or services or both or determine
the rate of tax applicable thereto, he may request the proper officer in
writing giving reasons for payment of tax on a provisional basis and the
proper officer shall pass an order, within a period not later than ninety
days from the date of receipt of such request, allowing payment of tax
on provisional basis at such rate or on such value as may be specified
by him.

2. The payment of tax on provisional basis may be allowed, if the taxable
person executes a bond in such form as may be prescribed, and with
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such surety or security as the proper officer may deem fit, binding the
taxable person for payment of the difference between the amount of tax
as may be finally assessed and the amount of tax provisionally assessed.

3. The proper officer shall, within a period not exceeding six months from
the date of the communication of the order issued under sub-section
(1), pass the final assessment order after taking into account such
information as may be required for finalizing the assessment:
Provided that the period specified in this sub-section may, on sufficient
cause being shown and for reasons to be recorded in writing, be extended
by the Joint Commissioner or Additional Commissioner for a further
period not exceeding six months and by the Commissioner for such
further period not exceeding four years.

4. The registered person shall be liable to pay interest on any tax payable
on the supply of goods or services or both under provisional assessment
but not paid on the due date specified under sub-section (7) of section
39 or the rules made there under, at the rate specified under sub-section
(1) of section 50, from the first day after the due date of payment of tax
in respect of the said supply of goods or services or both till the date of
actual payment, whether such amount is paid before or after the issuance
of order for final assessment.

5. Where the registered person is entitled to a refund consequent to the
order of final assessment under sub-section (3), subject to the provisions
of sub-section (8) of section 54, interest shall be paid on such refund as
provided in section 56.

Audit under GST

Audit under GST is the examination of records maintained by a registered dealer.
The aim is to verify the correctness of information declared, taxes paid and to
assess the compliance with GST.

(a) Audit by Registered Dealer

Every registered dealer whose turnover during a financial year exceeds the ̀  2
crore has to get his accounts audited by a CA or a CMA.

(b) Audit by GST Tax Authorities
General Audit: The commissioner or on his orders an officer may conduct an
audit of any registered dealer.

Special Audit: The department may conduct a special audit due to the
complexity of the case and considering the interest of revenue. The CA or a CMA
will be appointed to conduct the audit.

Demand and Recovery
Demand and Recovery provisions are applicable when a registered dealer has
paid tax incorrectly or not paid tax at all. It is also applicable when an incorrect
refund or ITC is claimed by the dealer.
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The proper officer will issue a show cause notice along with a demand for
payment of tax and penalty in case of fraud.

Demands can arise in the following cases:
1. Unpaid or short paid tax or wrong refund
2. Tax collected but not deposited with the Central or a State Government
3. CGST/SGST paid when IGST was payable and vice versa.
If demand is not paid, the GST authority starts recovery proceedings
Provisions of demand under GST Act and the consequent recovery provisions

are similar to the provisions of Service Tax and Central Excise Act.

When there is No Fraud? (Section 73)

This section applies to non-fraud cases when:
Tax is unpaid/short paid or,
Refund is wrongly made or,
Input tax credit has been wrongly availed/utilized for any reason, other
than fraud etc. i.e., there is no motive to evade tax.

The proper officer (i.e., GST authorities) will serve a show cause notice on
the taxpayer. They will be required to pay the amount due, along with interest and
penalty.

Time Limit
The proper officer is required to issue the show cause notice 3 months before the
time limit. The maximum time limit for the order of payment is 3 years from the due
date for filing of annual return for the year to which the amount relates.

For Other Tax Periods

Once the above notice has been issued, the proper officer can serve a statement,
with details of any unpaid tax/wrong refund etc. for other periods not covered in
the notice. A separate notice does not have to be issued for each tax period.

Voluntary Tax Payment

A person can pay tax along with interest, based on his own calculations (or the
officer’s calculations), before the notice/statement is issued and inform the officer
in writing of the same. The officer will not issue any notice in this case.

However, if the officer finds that there is short payment, they can issue a
notice for the balance amount.

No Penalty

If the taxpayer pays all their dues within 30 days from date of notice, then the
penalty will not be applicable. All proceedings (excluding proceedings u/s 132,
i.e., prosecution) regarding the notice will be closed.

Penalty in Other Cases

The tax officer will consider the taxpayer’s representation and then calculate interest
and penalty. Penalty will be 10% of tax subject to a minimum of  ̀ 10,000. The tax
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officer will issue an order within three years from the due date for filing of relevant
annual return.

2.12 PROCESS OF PAYMENT

Indian businesses are in for a learning curve - the payment process under Goods
and Services Tax (GST) differs drastically from current procedures. Namely, each
step of the process - like all other aspects of GST - now occur online within the
GST portal.

Section 49 of the Central Goods and Services Tax Act, along with rules
published by the Central Board of Excise and Customs (CBEC), govern the new
payment procedures. This white paper provides an overview of what they entail
and looks at the following:

(a) Electronic ledgers.
(b) Manner of utilization and cross-utilisation of input tax credit (ITC).
(c) Interest on delayed payments.
(d) Electronic payment forms.
(e) Unique identification number for each transaction.

Electronic ledgers
In the GST portal, a taxable person can track his tax liabilities across three
ledgers, each maintained in real-time:

(a) Electronic liability ledger (also known as electronic tax liability
register): Accounts for a taxpayer’s gross tax liability - form GST PMT-
01 on the GST portal

(b) Electronic credit ledger (also known as electronic input tax credit
ledger): Records the tax payments already made during the supply
chain every claim of ITC is recorded here - form GST PMT-02

(c) Electronic cash ledger: All amounts paid by the taxpayer are reflected
here - form GST PMT-05

Electronic liability ledger
This ledger records all liabilities of a taxable person including:

(a) The tax, interest, late fees or any other amount payable per the return
furnished by the taxpayer or per any proceedings.

(b) The tax and interest payable arising out of any mismatch of ITC or
output tax liability.

(c) Any interest that may accrue from time to time.
(d) The reversal of ITC or interest.

Taxpayers should settle their liabilities in the following order:
(a) Self-assessed tax and other dues, such as interest, penalty, fees, or any

other amount relating to previous tax period returns
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(b) Self-assessed tax and other dues relating to the current tax period return
(c) Any other amount payable under the act/rules (liability arising out of

demand notice, proceedings, etc.)
(d) Electronic credit ledger

Every claim of ITC self-assessed by the taxpayer shall be credited to this
ledger. The amount available in this ledger may be used for payment towards
output tax only. Under no circumstance can an entry be made directly in the
electronic credit ledger.

This ledger may include the following:
(a) ITC on inward supplies from registered taxpayers
(b) ITC available based on distribution from input services distributor (ISD)
(c) ITC on input of stock held/semi-finished goods or finished goods held

in stock on the day immediately preceding the date on which the taxpayer
became liable to pay tax, provided he applies for registration within 30
days of becoming liable

Permissible ITC on inputs held in stock and inputs contained in semi-finished
or finished goods held in stock on the day of conversion from composition scheme
to regular tax scheme

ITC eligible on a payment made on a reverse charge basis
Every registered person is required to compute his tax liability on a monthly

basis by setting off the Input Tax Credit (ITC) against the Outward Tax Liability. If
there is any balance tax liability the same is required to be paid to the government.

There are 3 ledgers prescribed by the government that is required to be
maintained by every tax payer –

The electronic tax liability ledger shows the total tax liability of a registered
person at any point of time. This detail can be accessed on the GST portal of a
registered tax payer

Electronic Cash Ledger

An Electronic Cash Ledger will also be maintained on the GST portal. It will
display the total amount deposited by the tax payer towards discharge of his tax
liability or interest or late fee or penalty any other amounts. Also, it is now mandatory
for businesses making payment for more than ̀  10,000 to do it electronically.

Any amount paid by the taxpayer will be reflected in the electronic cash
ledger. The amount available in this ledger may be used for making any payment
towards tax, interest, penalty, fees, or any other amount due under the act/rules in
the time and manner prescribed. (It is reiterated that any credit in the electronic
credit ledger can be utilized only for payment of output tax.)

To initiate a payment, taxpayers generate a challan online using form GST
PMT-06, which will be valid for a period of 15 days. Payment can then be remitted
through any of the following modes:

(a) Internet banking (authorized banks only).
(b) Credit or debit card (authorized banks only).
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(c) National Electronic Fund Transfer (NEFT) or real-time gross settlement
(RTGS) (any bank, authorized or unauthorized).

(d) Over-the-counter (OTC) payment (authorized banks only) for deposits
up to ten thousand rupees per challan and per tax period.

(e) The taxpayer is responsible for any commission due on the payment.
The payment date shall be recorded as the date the payment is credited to

the appropriate government account. The date, the payment is debited from the
taxpayer’s account is not relevant.

Unregistered taxpayers needing to make a tax payment will still use the
online GST portal but with a temporary identification number generated through
the portal.

Features of Process of Payment

The payment processes under proposed GST regime should have the following
features:

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

(b) Facilitation for the taxpayer by providing hassle free, anytime, anywhere
mode of payment of tax;

(c) Convenience of making payment online;
(d) Logical tax collection data in electronic format;
(e) Faster remittance of tax revenue to the Government Account;
(f) Paperless transactions;
(g) Speedy Accounting and reporting;
(h) Electronic reconciliation of all receipts;
(i) Simplified procedure for banks;
(j) Warehousing of Digital Challan.

Methods of Process of Payment in GST

Deposits can be made in the Electronic Cash Ledger for making payments towards
tax, interest, penalty, fee or any other amount under any of the GST Laws. Below
here is the short introduction procedure for payment under GST in India.

1. Debit card or Credit card.
2. NEFT or RTGS from any bank.
3. Over the Counter.

Payment under GST – Debit card or Credit card

Step 1: Access GSTN for generation of the Challan.
Step 2: Fill the draft challan.
Step 3: Select the mode of payment.
Step 4: It will direct you to the website of the selected bank.
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Step 5: Make the payment through the bank will display the breakup of the
total amount payable.

Step 6: A unique CIN (Challan Identification Number) against the CPIN
(Common Portal Identification Number) will be created which is an indicator of a
successful transaction.

Step 7: If the transaction is not completed because of failure of credential
verification, you can refresh the bank system and seek a response against CPIN.

Step 8: Upon receipt of completion of the transaction, GSTN will inform
the relevant tax authorities about payment. A copy of the paid challan and a statement
confirming receipt of the payment will be provided to you by GSTN.

Step 9: Thereafter the tax paid challan CIN will be credited to your tax
ledger account.

Payment under GST – Over the Counter

Step 1: Access GSTN for generation of a challan.
Step 2: Create the draft challan, and fill the details.
Step 3: Print the challan form, if the payment is made by cheque or DD

(Demand Draft).
Step 4: Taxpayer will approach the bank for payment of taxes.
Step 5: Taxpayer should carry two copies of the challan, one for the bank’s

record and another for getting acknowledgment. He can also use a normal pay-in-
slip and mention CPIN and challan amount in it.

Step 6: The cashier will verify the details of challan, payment instrument and
amount provided by the taxpayer.

Step 7: Taxpayer may make payment either by cash or instruments of the
bank in the same city.

Step 8: In case an instrument drawn on another bank in the same city, CIN
will not be generated at the same time and cashier should write the system generated
acknowledgment number on the challan/pay-in-slip and a stamp for
acknowledgment is subject to realization of the cheque / DD.

Step 9: The bank will inform GSTN on real time basis in two stages. First
when an instrument is given OTC (Over the Counter). At this stage the bank will
forward an electronic string to GSTN which will contain the following details-

(1) CPIN, (2) GSTIN, (3) Challan Amount, (4) Bank’s acknowledgment
number

Step 10: The bank’s system would then send a second message to GSTN
after the cheque is realized.

Step 11:  A successful transaction or receipt of the second message from
Bank (cheque drawn on another bank), the tax paid challan will be credited to the
tax ledger account and hence reducing the liability of the taxpayer.
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Internet Banking

Internet banking means any user with a personal computer and a browser can get
connected to his banks website to perform any of the virtual banking functions. In
internet banking system the bank has a centralized database that is web-enabled.
All the services that the bank has permitted on the internet are displayed in menu.
Any service can be selected and further interaction is dictated by the nature of
service. The traditional branch model of bank is now giving place to an alternative
delivery channels with ATM network. Once the branch offices of bank are
interconnected through terrestrial or satellite links, there would be no physical
identity for any branch. It would a borderless entity permitting anytime, anywhere
and anyhow banking. The network which connects the various locations and gives
connectivity to the central office within the organization is called intranet. These
networks are limited to organizations for which they are set up.

Internet Banking in India

The Reserve Bank of India constituted a working group on Internet Banking. The
group divided the internet banking products in India into 3 types based on the
levels of access granted. They are:

(i) Information Only System: General purpose information like interest
rates, branch location, bank products and their features, loan and deposit
calculations are provided in the banks website. There exist facilities for
downloading various types of application forms. The communication is
normally done through e-mail. There is no interaction between the
customer and bank's application system. No identification of the
customer is done. In this system, there is no possibility of any unauthorized
person getting into production systems of the bank through internet.

(ii) Electronic Information Transfer System: The system provides
customer- specific information in the form of account balances, transaction
details, and statement of accounts. The information is still largely of the
'read only’ format. Identification and authentication of the customer is
through password. The information is fetched from the bank's application
system either in batch mode or off-line. The application systems cannot
directly access through the internet.

(iii) Fully Electronic Transactional System: This system allows bi-
directional capabilities. Transactions can be submitted by the customer
for online update. This system requires high degree of security and control.
In this environment, web server and application systems are linked over
secure infrastructure. It comprises technology covering computerization,
networking and security, inter-bank payment gateway and legal
infrastructure.

Automated Teller Machine (ATM)

ATM is designed to perform the most important function of bank. It is operated
by plastic card with its special features. The plastic card is replacing cheque,
personal attendance of the customer, banking hours restrictions and paper based
verification. There are debit cards. ATMs used as spring board for Electronic
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Fund Transfer. ATM itself can provide information about customers account and
also receive instructions from customers - ATM cardholders. An ATM is an
Electronic Fund Transfer terminal capable of handling cash deposits, transfer
between accounts, balance enquiries, cash withdrawals and pay bills. It may be
on-line or off-line. The on-line ATM enables the customer to avail banking facilities
from anywhere. In off-line the facilities are confined to that particular ATM assigned.
Any customer possessing ATM card issued by the Shared Payment Network
System can go to any ATM linked to Shared Payment Networks and perform his
transactions.

Credit Cards/Debit Cards

The Credit Card holder is empowered to spend wherever and whenever he wants
with his Credit Card within the limits fixed by his bank. Credit Card is a post-paid
card.  Debit Card, on the other hand, is a prepaid card with some stored value.
Every time a person uses this card, the Internet Banking house gets money
transferred to its account from the bank of the buyer. The buyers account is debited
with the exact amount of purchases. An individual has to open an account with the
issuing bank which gives debit card with a Personal Identification Number (PIN).
When he makes a purchase, he enters his PIN on shops PIN pad. When the card
is slurped through the electronic terminal, it dials the acquiring bank system - either
Master Card or VISA that validates the PIN and finds out from the issuing bank
whether to accept or decline the transactions. The customer can never overspend
because the system rejects any transaction which exceeds the balance in his account.
The bank never faces a default because the amount spent is debited immediately
from the customer’s account.

Smart Card
Banks are adding chips to their current magnetic stripe cards to enhance  security
and offer new service, called Smart Cards. Smart Cards allow  thousands  of
times of information storable on magnetic stripe cards. In addition, these cards are
highly secure, more reliable and perform multiple functions. They hold a large
amount of personal information, from medical and health history to personal banking
and personal preferences.

Advantages of Internet Banking

(a) Internet banking is 24 hours a day and 7 days a week. One can send
money any time.

(b) Payment of bills or ticket booking is easy with online banking or net
banking.

(c) With Internet banking Fund transfer, loan application can be done within
seconds.

(d) One can update contact information as well as can check online
statement with Net Banking.

(e) One can check balance and online transactions any time, no need to
visit bank.
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Disadvantages of Internet Banking

(a) Internet connection is required for Net Banking.
(b) If bank’s server is down or internet speed is slow then online transaction

is not possible.
(c) One can misuse your account if your password or PIN ID comes in

hand of an unauthorized person.
(d) Basic knowledge of computer and Internet is must in order to use Internet

Banking.

Payment by tax payers by internet banking through authorized banks

Taxpayer will make the payment using the USER ID and Password provided by
the bank to enter into the secured e-banking area of his bank. He will select an
account for debiting the total tax amount and authorize the payment. While making
the payment, the bank will display the breakup of total amount payable into CGST,
IGST, Additional Tax and SGST and seek confirmation from the user. No change
in the break up as well as the total amount would be allowed on the Bank’s portal.
In case the user wants to change the breakup or the total amount, he should abort
the transaction and go back to GSTN portal from the bank’s portal and reinitiate
the process.

After the successful completion of a transaction, e-FPB of the concerned
bank will create a unique Challan Identification Number (CIN) against the CPIN.
This will be a unique 17-digit number containing 14-digit CPIN generated by
GSTN for a particular challan and unique 3-digit Bank code (MICR based which
will be communicated by RBI to GSTN). The incorporation of the date of payment
in the CIN may be examined from the IT’s perspective. This CIN, as a combination
of CPIN and Bank Code, will be reported by the banks along with its own Unique
Bank reference number (BRN). Such CIN is an indicator of successful transaction
and will be used as a key field for accounting, reconciliation etc. by taxpayers,
accounting authorities and tax authorities. After every successful e-payment
transaction, there will be an instantaneous reverse flow of information through an
electronic data string from the collecting bank to the GSTN containing the following
details:

(a) CIN;
(b) GSTIN;
(c) Bank Reference Number (BRN);

[Since there could be maximum of four credits against one debit, banking
practice may be ascertained by GSTN. If such transactions (i.e. four credits against
one debit require multiple BRNs i.e. one for each credit entry), all BRNs should
be reported.]

(d) Challan amount;
(e) Date of Payment;
(f) Time of Payment
“Transaction not completed” in GST online payment - solutions
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If the transaction cycle is not completed because of failure of credential
verification, there would be no response from the bank to portal informing about
the same. If a response (positive or negative) is not received by GSTN within the
stipulated period (few minutes), there would be a feature in GSTN to re-ping the
bank system and seek a response against CPIN. There may be a scenario in
which the internet banking transaction is successful, but the connection drops before
the control comes back to GSTN portal, and the re-ping facility will help in finding
the status of such transactions.

Upon receipt of confirmation from the bank regarding successful completion
of the transaction, GSTN will inform the relevant tax authorities about payment of
taxes. A copy of the paid challan (downloadable/printable) with auto-populated
CIN, date and time of payment and a statement confirming receipt of the amount
by the bank will be provided to the taxpayer by GSTN.

Thereafter the tax paid challan (CIN) will be credited to the tax ledger
account of the taxpayer. It was discussed and agreed by the Committee that there
would be 20 ledger accounts (one for each Major heads i.e. CGST, IGST,
Additional Tax & SGST and 4 Minor heads for each Major Head i.e. Interest,
Penalty, Fees & Others).

Over the Counter payment through NEFT (RTGS) from any bank

The third mode of payment envisaged under the GST regime is OTC payment
through all banks including other than authorized banks, i.e., a bank where a tax
payer may have account but that bank may not be authorized by the Government
to accept GST receipts. The payment through this mode will strictly be a matter of
normal banking service of NEFT / RTGS provided by that bank to its customer.
The chances of error in this mode are similar to that of any remittance done through
NEFT / RTGS. However, care needs to be taken to ensure that CPIN number is
correctly mentioned in NEFT / RTGS message. The Committee recommends that
this mode being a new mode of remittance should be scaled up gradually starting
with a pilot run by RBI. It was informed by RBI that a detailed process flow could
be worked out with specific provisions for validations. RBI further informed that
this concept was being tested in Karnataka and this experience would be further
used for developing this mode of payment. NEFT / RTGS mandate would have
the same validity period of seven days as the CPIN and the date upto which it
would remain valid would be printed on it. The Committee observed that in this
mode of payment, it would not be possible to automatically ensure that a CPIN
was not used beyond its validity period of 7 days. It was decided that CPIN once
generated and intimated by GSTN to RBI in this mode though will have a validity
period of 7 days but would remain live with RBI for a period of 30 days. In case
the payment is received after the expiry of the said 30 days, RBI would return the
amount to the remitter bank. Besides this, it was also decided that there should be
a provision in the GST law whereby any taxpayer using this mode beyond the
validity period (seven days) of the CPIN more than two times would be barred by
GSTN from availing this mode of payment.

Although the process under this mode will be more or less similar to the
OTC payment discussed earlier, but due to involvement of a new stakeholder i.e.
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a non-authorized bank, certain modifications are required for this process. This
process will be beneficial for those taxpayers who do not have a bank account in
any of the authorized banks or find such bank to be far away for OTC payment or
want to make the payment directly from their account in their own bank only. In
this mode, only payment through National Electronic Funds Transfer (NEFT) /
Real Time Gross Settlement (RTGS) is to be allowed as other payment instruments
would require the Central and the State Governments to create accounts with
non-authorized banks also which will not be desirable.

2.13 REVERSE CHARGE

The terms ‘reverse charge’ means liability to pay tax by the recipient instead of the
supplier of goods or services or both. Reverse charge applies to both goods &
services.

 As per Sec 2(98) of the CGST Act,2017 'reverse charge' means the liability
to pay tax by the recipient of supply of goods or services or both instead of the
supplier of such goods or services or both under sub-section (3) or sub-section
(4) of section 9, or under sub-section (3) or sub-section (4) of section 5 of the
IGST Act,2017.

Reverse Charge Applicable Situation

1. Supply from an Unregistered dealer to a Registered dealer
If a vendor who is not registered under GST, supplies goods to a person who is
registered under GST, then Reverse Charge would apply. This means that the
GST will have to be paid directly by the receiver to the Government instead of the
supplier.

The registered dealer who has to pay GST under reverse charge has to do
self-invoicing for the purchases made.

For inter-state purchases the buyer has to pay IGST. For intra-state
purchased CGST and SGST has to be paid under RCM by the purchaser.

2. Services through an e-commerce operator
If an e-commerce operator supplies services then reverse charge will be applicable
to the e-commerce operator. He will be liable to pay GST.

For example, UrbanClap provides services of plumbers, electricians,
teachers, beauticians etc. UrbanClap is liable to pay GST and collect it from the
customers instead of the registered service providers.

If the e-commerce operator does not have a physical presence in the taxable
territory, then a person representing such electronic commerce operator for any
purpose will be liable to pay tax. If there is no representative, the operator will
appoint a representative who will be held liable to pay GST.

3. Supply of certain goods and services specified by CBEC

CBEC has issued a list of goods and a list of services on which reverse charge is
applicable.
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Reverse Charge Mechanism
Reverse charge mechanism in GST is applicable in the following the scenarios:

(a) Supply of notified goods and services: Certain goods and services
have been notified, on receiving which, the recipient has to pay tax as
reverse charge under GST to the Government. Certain reverse charge
mechanism in GST examples are - Cashew nut in shell, bidi wrapper
leaves, and tobacco leaves.

(b) Imports: When one imports goods and/or services, one will have to
pay tax under reverse charge mechanism to the Government on the
import, as per the rate applicable to the goods and/or services. On the
value of the goods or services imported, customs duty will be levied
separately, as it is not subsumed under GST . On the basic price +
customs duty, IGST will be levied.

(c) Purchase from unregistered dealers: When one purchases taxable
goods and/or services from unregistered dealers, one will have to pay
tax under reverse charge mechanism to the Government on the supply.
This will be at the rate applicable to the goods and/or services. Note
that this reverse charge is not applicable if the aggregate value of
purchases from unregistered dealers does not exceed INR 5,000 in a
day.

2.14 REFUND UNDER GST

GST is all about a smooth flow of funds and compliances till the end. To facilitate
such a smooth flow, it is imperative for the Government to provide for a hassle-
free refund process. The current tax structure is cumbersome, and it takes months
and sometimes years to get refunds from the Government’s kitty.

GST provides for a clearer and efficient invoice based tracking system,
verifying the transactions on an individual basis, thus, allowing systematic checking
of the same. It comes as a huge relief for manufacturers or exporters, especially
those in a 100% EOU or Special Economic Zone, whose working capital gets
tied up in this cumbersome refund process.

There are certain events where refund arises. Let us check out the
transactions in details:

(a) In case of exports (including deemed exports), where there is a cumulative
balance of input credit arising out of such exports or under a claim of
rebate.

(b) Where there is an excessive payment of tax due to an inadvertent
mistake.

(c) When there is an accumulation of credit resulting due to the output tax
being nil or exempted from tax.

(d) A refund may arise after a provisional assessment.
(e) Where an appeal is for a respondent, then the amount made as a deposit

towards holding such appeal shall be refunded to the appellant
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(f) Refund after investigation or findings by an adjudicating officer.
(g) Refund can be provided to foreign embassies or bodies of United Nations

when the purchases are made by them.
(h) When there is an accumulation of credit resulting due to the output tax

being of a lesser rate than the input.
(i) Suppliers receiving discounts or credits through the issuance of credit

notes.
(j) GST paid by foreign or international tourists are subjected to refund.

(k) The Government will not just give away the pending amount as a refund.
The taxpayers have to make an application and follow the correct
procedure for fetching the refund amounts in their bank accounts.

Refund Application Process under GST

The refund application has to be made in Form RFD-01 (to be certified by a
Chartered Accountant) within a period of 2 years from the relavent date. This
relevant date is different for different scenarios.

(a) When the goods are exported through air or sea, then relevant date
shall be the date on which such ship or aircraft leaves India.

(b) When the goods are carried by a land vehicle, then relevant date shall
be the date when the goods cross the land frontier of the country

(c) When goods are sent through post, then relevant date shall be the date
of despatch of goods from the Post Office.

(d) When the supply includes services, and when the same is completed
before receipt of payment, then relevant date shall be the payment receipt
date.

(e) Similarly, when the services are performed after receipt of an advance,
then relevant date shall be the invoice date.

(f) Where refund claim is made for excess input tax credit left unutilised,
then relevant date shall be the end of the financial year for which such
refund claim is being made.

(g) Where the goods are supplied for deemed exports, i.e. supply to SEZ
or 100% EOU, the relevant date shall be the return filing date related to
such deemed exports was filed.

(h) Where refund arises due to an order passed in favour of the appellant,
then relevant date shall be the date of such order.

(i) Where tax was paid following a provisional assessment and refund now
arises, then relevant date shall be date at which such tax was adjusted.

(j) When the person claiming refund is not the supplier, then relevant date
shall be the date at which the goods are received by such person.

(k) For all other cases, relevant date shall be the date of payment of tax.
(l) It is mandatory to keep in mind these relevant dates as failure to file

refund applications within mentioned time can lead to blockage of credit.
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Once the application made, an acknowledgement in Form RFD-02 will be
auto-generated for future references and sent across through an email and an
SMS. In case the system finds some deficiencies in the refund application, then
Form RFD-03 shall be sent to the taxpayer to correct his application.

Moreover, there are certain documents that must be enclosed along with
the electronic refund application. Where the refund application is below ̀  5 lakhs,
then a declaration shall be made by the taxpayer indicating that the amount of
refund has not been utilised by or transferred to any other person. Where such
application exceeds ̀  5 lakhs, then apart from the declaration above, a document
evidencing that the amount was paid by the taxpayer shall also be attached.

When the person filing refund claim is a United Nations’ body, Consulate or
a foreign embassy, then the application for refund has to be filed within 90 days
from the end of the quarter for which the goods or services were procured. The
application should be made in Form RFD-10.

Note: There shall be no refunds where the amount of refund is less than
`1,000.

Meaning of Refund

Tax refund is a refund on taxes paid to an individual or household when the actual
tax liability is less than the amount paid. Tax refunds are a return of excess amounts
of income tax that a taxpayer has paid to the state or federal government throughout
the past year.

Taxpayers tend to look on tax refunds as a “bonus’ or a stroke of luck at tax
time. In reality, a tax refund represents an interest-free loan that a taxpayer makes
to the government.  Refunds are always pleasant, but the payment of the refunded
sum could have been avoided in the first place by filling out one’s initial income tax
forms so that as all of one's deductions (which is, essentially, the credit for which
the federal government is offering refunds) were properly accounted for. The best
way to manage this is to attempt to reduce your withheld federal taxes, instead
filing them manually with the rest of your income taxes. However, depending on
the character of the employer, this is not always possible for the individual taxpayer.
Alternatively, some embrace the idea of a temporary, interest-free loan to the
federal government as a means to be forced to save some money.

This occurs as a result of the federal Earned Income Tax Credit (EITC),
which is a major refundable tax credit issued to low-income households, particularly
those with children. Established the 1975, the EITC is the most prominent of a
number of tax credits designed to benefit low-income households or households
with children. However, it is one of the only ones that operate as a refundable tax
credit, most tax credits acting as direct deductions from the initial amount filed.
The specific measures of the EITC have fluctuated over the years. In the aftermath
of the 2007-2008 “Great Recession,” the EITC was temporarily expanded under
the Obama Administration for married couples and families with three or more
children. This can operate at a disadvantage to taxpayers just entering the workplace
or individuals who are unemployed for extended periods of time. Until the annual
tax refunds are filed, the government will withhold much more income than that for
which these people will actually be liable.



CGST/SGST – II

NOTES

Self-Instructional
146 Material

Excess payment of tax due to mistake

(i) As the heading suggests, it refers to the situations where the tax payer
has made excess payment of tax either by mistake or by inadvertence
resulting in more payment of tax than due to the Government. Since the
tax that has been paid is in excess, which was actually not required to
be paid, the same should be refunded to the taxpayer.

(ii) Such excess payment may be on account of:
(a) wrong mention of nature of tax (CGST / SGST / IGST),
(b) wrong mention of GSTIN, or
(c) wrong mention of tax amount.

(iii) In first two situations i.e. in case of wrong mention of nature of tax
(CGST / SGST / IGST) or in case of wrong mention of GSTIN, the tax
administration is required to verify the correctness of the taxpayer’s
claim and therefore the taxpayer may file a refund application which
should be decided within a period to be prescribed by the GST Law.

(iv) A dealer is required to make tax payment on two accounts i.e. payment
linked to a return or payment in response to a specific demand arising
out of audit, etc. The IT system should be in a position to make a
distinction between these two type of payment. Perhaps the payment
challan may have a field to select the purpose of payment.

(v) The GST Law Drafting Committee/Payment Committee may decide as
to whether the payment is to be made tax period wise or a system of
Personal Ledger Account (PLA) is to be used. Maharashtra has
suggested that Kerala model of return cum challan may also be examined
by the GST Law Drafting Committee / Payment Committee.

(vi) In the third situation i.e. where the amount has been mentioned wrongly,
the refund of excess amount of tax, at the option of the taxpayer, would
either be automatically carried forward for adjustment against future tax
liabilities or be refunded on submission of application (return itself can
be treated as a refund application) by the taxpayer. The automatic carry
forward would be allowed if the excess payment was made against a
return and not against any other liability. The GST Law may provide for
automatic set-off if the excess payment of tax is not on account of
interpretation of notifications, application of exemptions etc., i.e. the
excess payment is not on account of difference of opinion between the
tax administration and the taxpayer. The GST Law may also lay down
the time limit within which the excess amount of tax, as reflected in the
return filed by a taxpayer for that relevant period, can be re-credited
suomoto and can be utilized by the taxpayer for payment of future tax
liability.

(vii) The refund may be on account of CGST, SGST or IGST as the case
may be.
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Export of goods or services under claim of rebate or refund

Application to the Central Excise

The exporter is required to submit application in ARE-1. In sixtuplicate (six copies)
to the Superintendent or Inspector of Central Excise having jurisdiction over the
factory or warehouse of the exporter at least twenty four hours before the removal
for inspection. However, where exporter is unable to give 24 hours advance notice
to the superintendent of Central Excise, his request for inspection with a shorter
notice also is, normally, accepted.

Inspection by the Central Excise
The Superintendent of Central Excise may depute an Inspector of Central Excise
or he may go for examination of the export consignment and sealing. Where the
ARE-1 indicates that the export is in discharge of an export obligation under a
Quantity-based Advance Licence issued under the Duty Exemption Scheme, the
consignment should invariably be examined and sealed by the Superintendent of
Central Excise himself.

The Central Excise Officer, after examining the consignment, would draw
samples wherever necessary, in triplicate. He would hand over two sets of samples,
duly sealed, to the exporter or his authorized agent, for delivering to the Customs
Officers, at the point of export. He would retain the third set for his records.

The packages in which the goods are to be exported would be legibly
marked as “export cargo” in ink or oil color or in such other durable manner with
progressive number commencing with No.1 for each calendar year and with the
exporter’s name. These marks and numbers are to be specified on all the six
copies of ARE-1 forms.

Excise authorities maintain Personal Ledger Account manufacturer-wise.
Amount paid by the exporter towards excise duty would be credited to the
exporter’s account. As and when the excise authorities clear goods, applicable
excise duty is debited to the Personal Ledger Account and balance is arrived at.
The procedure is similar to a current account maintained with a bank.

Option for Claim of Rebate

Exporter has the option to name Maritime Commissioner or jurisdictional Assistant
Collector of Central Excise for claimed rebate of excise.

Where the export is from any of the port, airport or post office falling within
the jurisdiction of Maritime Collector of Central Excise, option is available to file
claim of rebate before such Maritime Collector of Central Excise or the
Jurisdictional Assistant Collector of Central Excise. For this purpose, exporters
are required to clearly indicate their option on ARE-1 along with complete postal
address of the authority from which the rebate shall be claimed.

Exporter should be advised to take adequate care in filling up the ARE-1
form. The rebate sanctioning authority along with its complete postal address should
be clearly mentioned at appropriate place in the ARE-1. The applicable portions
should be carefully retained and inapplicable portion struck off.



CGST/SGST – II

NOTES

Self-Instructional
148 Material

Processing by Excise Authorities

After verifying the details contained in the documents, the Range Superintendent
of Central Excise allows clearance of the cargo from the factory/ warehouse for
onward transmission to the port of shipment. Following endorsement is to be
given in all copies of ARE-1 form:

“Allowed for export under claim for Central Excise Rebate”
The original, duplicate and sixth copies of ARE -1 form are handed over to

the exporter. The triplicate copy is sent to the Maritime Central Excise Collectorate
Refund section, having jurisdiction over the port, wherefrom the goods are to be
shipped. This copy on the request of exporter may be sealed and handed over to
the exporter/ his authorized agent for presenting to the rebate sanctioning authority.
The fourth copy is sent to the Chief Accounts Officer (CAO) of the Maritime
Central Excise Collectorate concerned. The Range Superintendent, for his record
and future reference, retains the fifth copy.

Examination of Goods by Customs Authorities

The exporter/ his authorized agent shall present original, duplicate and six tuplicate
copies of the ARE-1 to the Customs Officer at the point of export along with the
goods, Shipping Bill/ Bill of Export and samples sealed by the Central Excise
Officer. These document show the evidence of excise duty payment to the customs
authorities. The export consignment shall be checked by the Customs Officer to
see whether the seals are intact and the marks and number tally. If they are found
in order, customs may allow exports after ensuring that the no. of the ARE-1 has
been indicated in the Shipping Bill or the Bill of Export, as the case may be. The
samples shall be dealt in accordance with instructions/ standing orders of the
Collector of Customs or the Central Board of Excise and Customs. After the
goods have been shipped, the concerned officer of Customs would make necessary
endorsement in the original, duplicate and sixtuplicate copies of the ARE-1 at
appropriate places and put his stamp with his name and designation below his
signature. He shall dispose of the copies of ARE-1 in the following manner:

Original and Sixtuplicate: To be handed over to the Exporter. Original shall
be used for filling rebate claim.

Duplicate: Customs sends this copy to Rebate Sanctioning Authority,
declared on ARE-1. This copy on a request of exporter may be sealed and handed
over to the exporter/his authorized agent for presenting to the rebate sanctioning
authority.

Submission of Rebate Claim

Depending upon the exporter’s option declared on the ARE-1, the claim should
be filed with the jurisdiction of Maritime Collector of Central Excise or with Assistant
Collector of Central Excise having jurisdiction on the factory of the exporter for
claiming the rebate of excise duty on goods exported.
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The following documents need to be filled for claiming rebate:
(a) Application in prescribed form – Form C (in triplicate)
(b) Duplicate copy of ARE-1 in sealed cover received from Customer Officer
(c) Copy of Bill of Lading, duly attested by customs
(d) Copy of shipping bill (exporter promotion copy), duly attested by

customs
(e) Original copy of duly ARE-1 duly endorsed by the Customs Officer.
(f) Disclaimer certificate in case where the claimant is other than the exporter.

Sanction of Rebate Claim

The claim has to be filled within six months form the date of excise clearance from
the factory for the purpose of shipment i.e. time prescribed under section 11B of
Central Excise and Salt Act.

The maritime Collector or Assistant Collector, Central Excise would verify
and compare the original copy of ARE-1 received from Customs Officer and
triplicate copy of ARE-1 received from Range Superintendent Central Excise. If
the claim is in order, he will order for sanction or rebate, either in part or in full.

The rebate claim can also be claimed by electronic declaration on Electronic
Data Inter-change (EDI) System.

Discrepancy in Documents
The rebate sanctioning authority should point out deficiency, if any,, in the claim
within 15 days of lodging the same and ask the exporter to rectify.

Interest on Duty

The excise department should make the refund within a period of 3 months from
the date of receipt of claim. In case of delay, interest @ 20% will be paid from the
date of expiry of three months to the actual date of payment. This interest provision
is really beneficial to expedite refund, as interest would be a burden to the
department; in particular the above interest rate is higher than the prevailing bank
interest rate.

Refund in case of provisional assessment

Assessment of tax made before it is possible to make a final assessment which is
often based on, for example, estimated figure or the previous year's figures.

(a) Requests for provisional assessments will be given in writing
(b) The proper officer can allow paying tax on provisional basis at a rate or

on a value specified by him.
(c) Order will be passed within 90 days from date of request.
(d) The taxable person has to issue a bond with a security promising to pay

the difference between provisionally assessed tax and final assessed
tax.

(e) Provisional assessments will be followed by final assessments. The proper
officer can ask for information before final assessment.
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The tax payer will have to pay interest on any tax payable under provisional
assessment which was not paid within the due date. Interest period will be calculated
from the day when tax was first due on the goods/services (and not the date of
provisional assessment) till the actual payment date, irrespective of payment being
before or after final assessment. Rate of interest will be maximum 18%.

If the tax as per final assessment is less than provisional assessment then the
taxable person will get a refund. He will also get interest on refund. Rate of interest
will be maximum 6%.

Refund of pre–deposit for filing appeals

The Finance Act (No.2), 2014 (“the Finance Act”) has substituted new Section
35F of the Central Excise Act, 1944 (“the Excise Act”) which is also applicable
for Service Tax vide Section 83 of the Finance Act, 1994 and Section 129E of the
Customs Act, 1962 (“the Customs Act”) to prescribe mandatory pre-deposit of
7.5% or 10% for first stage or second stage appeal, of duty demanded where
duty demanded is in dispute or where duty demanded and penalty levied are in
dispute and where penalty alone is in dispute, the pre-deposit shall be calculated
on the penalty imposed. The said amendments have become applicable for the
appeals to be filed after August 6, 2014 and all pending appeals/stay applications
filed prior to August 6, 2014 shall be governed by the erstwhile provisions.

The Central Board of Excise & Customs has issued Circular no. 984/08/
2014-CX dated September 16, 2014 (“the Circular”) providing clarifications on
various doubts/issues raised by trade bodies, industry associations and field
formations etc., on implementation of new provisions pertaining to amendments
made in appeal provisions in Customs, Central Excise and Service Tax are as
under:

1. Quantum of pre-deposit in terms of Section 35F of the Excise Act
and Section 129E of the Customs Act
Issue: There is confusion/ doubt if an appellant has already deposited 7.5% in
first stage of appeal then, the Appellant is required to deposit another 10% in
second stage of appeal or differential 2.5% only.

The CBEC has clarified that in the event of appeal against the order of
Commissioner (Appeals) before the Tribunal, 10% pre-deposit has to be paid on
the amount of duty demanded or penalty imposed by the Commissioner (Appeals).
However, this amount need not be the same as the amount of duty demanded or
penalty imposed in the Order-in-Original in the said case.

Further, it has been clarified that in a case, where penalty alone is in dispute
and penalties have been imposed under different provisions of the Act, the pre-
deposit would be calculated based on the aggregate of all penalties imposed in the
order against which appeal is proposed to be filed.

Furthermore, in case of any short payment or non-payment of the amount
stipulated under Section 35F of the Excise Act or Section 129E of the Customs
Act, the appeal filed is liable for rejection.
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2. Payment made during investigation

The CBEC has clarified that payment made during the course of investigation or
audit, prior to the date on which appeal is filed, to the extent of 7.5% or 10%,
subject to the limit of ` 10 crores, can be considered to be pre-deposit made
towards fulfillments of stipulation under Section 35F of the Excise Act or Section
129E of the Customs Act.

However, amounts paid over and above the amounts stipulated under Section
35F of the Excise Act or Section 129E of the Customs Act shall not be treated as
deposit under the said sections. Further, the date of filing of appeal shall be deemed
to be the date of deposit made in terms of the said sections.

Important to note: It means that No Interest benefit as granted under Section
35FF of the Excise Act or Section 129EE of the Customs Act on any excess
payment made beyond 7.5% or 10% of duty or penalty.

3. Refund of pre-deposit

In case appeal is decided in favour of the assessee, he shall be entitled to refund of
amount deposited along with the interest at the prescribed rate (recently notified
@ 6% PA) from the date of making the deposit to the date of refund in terms of
Section 35FF of the Excise Act or Section 129EE of the Customs Act.

Further, the refund of pre-deposit made by the assessee should not be
withheld on the ground that Department is proposing to file an appeal or has filed
an appeal against the order granting relief to the assessee. The concerned
Jurisdictional Commissioner should ensure that refund of pre-deposit made for
hearing the appeal should be refunded within the stipulated time of 15 days of the
receipt of the letter of the assessee seeking refund.

A simple letter from the person who has made such deposit, requesting for
return of the said amount, along with a self-attested Xerox copy of the order in
appeal or the CESTAT order consequent to which the deposit becomes returnable
and attested Xerox copy of  the document evidencing payment of such deposit,
addressed to Jurisdictional Assistant/Deputy Commissioner of Central Excise and
Service Tax or the Assistant/Deputy Commissioner of Customs, as the case may
be, would suffice for refund of the amount deposited along with interest at the rate
specified. Record of deposits made under Section 35F of the Excise Act or section
129E of the Customs Act should be maintained by the Commissioner so  as to
facilitate seamless verification of the deposits at the time of processing the refund
claims made in case of favourable order from the Appellate Authority.

It has been further clarified that if the Department contemplates appeal
against the  order of the Commissioner (A) or the order of CESTAT, which is in
favour of the appellant, refund along with interest would still be payable unless
such order is stayed by a competent Appellate Authority. In the event of a remand,
refund of the pre-deposit shall be payable along with interest.

4. Recovery of the Amounts during the Pendency of Appeal

It is clarified that no coercive measures for the recovery of balance amount i.e.,
the amount in excess of 7.5% or 10% deposited in terms of Section 35F of the
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Excise Act or Section 129E of the Customs Act shall be taken during the pendency
of appeal where the assessee shows to the jurisdictional authorities:

(i) Proof of payment of stipulated amount as pre-deposit of 7.5% / 10%,
subject to a limit of ̀ 10 crores, as the case may be; and

(ii) Copy of appeal memo filed with the appellate authority.
It has been further provided that recovery action, if any, can be initiated

only after the disposal of the case by the Commissioner (Appeals)/ Tribunal in
favour of the Department unless the order of the Tribunal is stayed by the High
Court/Supreme court. The recovery, in such cases, would include the interest, at
the specified rate, from the date duty became payable, till the date of payment.

Refund during investigations where no or lesser actual liability arises

There are various rules and regulations which have emerged in the GST refund
process. The GST refund will be needed to maintain under the GST as even a
slight delay in the refund process will impact the working capital and cash flow of
the manufacturers and exporters. In the current scenario, there is a delay in refunds
extending for months by making refunds available to the concerned manufacturers
and exporters and to get the refunds, it is a challenge as there are strict rules and
regulations for the processing of refunds.

There are Various Situations for Refund under GST like:
(a) Excess amount payment of tax accumulated due to mistake or

misinterpretation.
(b) Export (also deemed export) of goods/services within the claim of rebate

or Refund of collected input credit of duty/tax when goods/services are
exported.

(c) Finalization of provisional assessment.
(d) Refund of Pre-deposit for filing appeal assimilating refund coming in

pursuance of an appellate authority’s order.
(e) Payment of duty/tax during the investigation but no/ less liability arises in

the event of finalization of investigation/adjudication.
(f) Refund of tax payment on purchases done by Embassies or UN bodies.
(g) Credit collection due to output being tax exempt or nil-rated.
(h) Credit collection due to inverted duty structure, i.e. due to tax rate

differential between output and inputs.
(i) Year-end or volume based incentives provided by the supplier through

credit notes.
(j) Tax Refund for Foreign Tourists.
There is an Official Refund Process under the GST:

(a) An Application form to claim a refund can be filed through the GSTN
portal.

(b) An acknowledgement number will be given to the applicant by the means
of SMS or email when the application is filed electronically.
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(c) The changes will be made to return and cash ledger and decrease the
“carry-forward input tax credit” automatically.

(d) Refund application and relevant documents presented must be scrutinized
and adhered accordingly within a period of 30 days of filing the refund
application.

(e) The issue of “unjust enrichment” will be analyzed for reach refund
application. In the case of non-qualification, the refund would be
transferred to CWF (consumer welfare fund).

(f) If a refund amount stated crosses the predetermined amount of refund
then the file will through the pre-audit process for sanctioning the refund.

(g) Refund will be credited electronically to the account of an applicant via
ECS, RTGS or NEFT.

(h) The application for refund can be made after every quarter.
(i) An amount less than 1000 is not eligible for the refund.

Delay in Refund and its Process

Subramanian committee suggested along with the defined GST laws and regulations,
that the refund application must be entertained within the period of 90 days and
must be processed in the same time period. If in any case the application could not
be processed within the given time framework, there is a 6 percent of interest
recommended along with the refund amount.

It was also mentioned by Nirmala Sitharaman (Commerce and industry
minister) who cleared that the refund process will be done within the period of 7
days and if the process gets late for more than 2 weeks then the refund will be
provided along with the interest.

It is speculated that the process of refund application will be fast and smooth
due to its digital dependability. Also, the data will be uploaded electronically which
depicts that the verification and the detailed analysis of the refund application will
be quick.

GSTN Intends to Launch Online Application for Refunds

The GSTN organization also under inclusion to launch an online application to
process refunds. Chief Executive Officer Prakash Kumar stated that “A separate
online app for claiming Integrated GST refunds for August and September would
be made available on GSTN portal this week.” The application will be giving
facilities like save and upload sales data of the GSTR 1.

The automated process will be also there to assist in which the data will be
extracted and will be to the customs department after digital signature. The details
will be validated by the department and further refund process will be initiated
accordingly.
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Total Tax Collected In July Month

Post GST implementation, the Government was happy with the revenue tax
collection in the first month and now suffering from a major setback. The traders
claimed to have returned about 68 percent of GST that they had paid in July
month. An investigation, in this case, had been started by Finance Minister Arun
Jaitley and also instructed the tax officials to start an investigation in this.

It is considered that due to confusion and mistake traders have claimed
higher tax. It must be noted that the business firms who have paid GST on the
older stock had already given claim rebate for six months. There is a provision of
refund in lieu of GST paid on older stock. Businesses claims about ̀  65 thousand
crores as refund they had paid GST on older stock in July month.

After the implementation of the new tax regime, in the month of July, the
government gets revenue collection about ̀  95,000 crores under GST. Out of
them, nearly ̀  65,000 crores as refund has been claimed by businesses.

Taxpayers Will Get The Refund By November

Press Trust of India, New Delhi informed that the government has decided on 6th
October’s meeting to give back the GST refunds to exporters within two months.
Until November all the exporters will get their refunds. Furthermore, the government
will not charge any tax from exporters for six months like previous tax system as
considering the issue of liquidity in business. The above-stated information is reliable
as provided by Union Revenue Secretary, Hasmukh Adhia to PTI.

He further informed that from the total ̀  67,000 Crore refund claims in July
month, the government has only ̀  5,000 to 10,000 Crore which is liable to refund
back to taxpayers. As government had relieved the exporters for further six months,
they were not responsible to pay tax in that financial year or until March 2018.
From April, the taxpayers will be availing the e-wallet facility to get nominal credit
in their account by government and they can use this credit to pay GST. The
available credit in the e-wallet will be transferable to other accounts also.

In GST regime, there is no exemption to exporters as they pay GST on
manufactured goods and only after the export they can claim the refunds; due to
this, they are facing the liquidity issue in business. To release the exporters from
liquidity issues in business, the government on 6th October meeting decided that
exporters would not pay any tax till six months. Only the exporters who don’t
manufacture the goods and export the manufactured goods will be liable to pay
0.1% nominal tax.

Check Your Progress

3. What are the advantages of Registration under GST?
4. Write short note on Registration of Compounding Dealers.



CGST/SGST – II

NOTES

155
Self-Instructional

Material

2.15 ANSWERS TO ‘CHECK YOUR PROGRESS’

1. Mr. C of Chennai supplied goods to M/s Spice Jet Airlines of Chennai
flying between Delhi Mumbai. The goods are loaded in the aircraft in
Delhi. Find the place of supply of goods and levy of tax?
Solution:
Place of supply of goods = Delhi Mr. C of Chennai is liable to pay
IGST.

2. Value of services rendered is ` 2,50,000. Date of issue of invoice is
9.9.2019. Advance received is ̀  50,000 on 15.8.2019. Balance amount
received on 11.9.2019. What is the time of supply for ̀  2,50,000?
Solution:
1. For advance money received ̀  50,000 = Time of supply shall be

15.8.2019
2. For balance amount of ̀ 2,00,000 = Time of supply shall be 9.9.2019

3. What are the advantages of Registration under GST?
Registration under Goods and Services Tax (GST) regime will confer
following advantages to the business:
1. Legally recognized as supplier of goods or services.
2. Proper accounting of taxes paid on the input goods or services

which can be utilized for payment of GST due on supply of goods
or services or both by the business.

3. Pass on the credit of the taxes paid on the goods or services supplied
to purchasers or recipients.

4. Write short note on Registration of Compounding Dealers.
Dealers below the Compounding ceiling will be provided with an option
of availing the Compounding scheme i.e., they can pay the tax at
Compounding rate (to be specified) without entering the credit chain.

2.16 SUMMARY

Under GST, the ‘Supply’ is a fundamental concept and all the provisions
of GST revolve around it. Under Supply, there are three key elements
namely time of supply, place of supply and value of supply.
These three elements together determine the chargeability of taxes on
supply. ‘Place of Supply’ under GST is an important factor as it defines
whether the transaction will be counted as intra-state(i.e within the same
state) or inter-state(i.e. between two states) and accordingly the
chargeability of tax, i.e. levy of SGST, CGST & IGST will be
determined.
Under GST law, taxable value is the transaction value, i.e. price actually
paid or payable, provided the supplier & the recipient are not related,



CGST/SGST – II

NOTES

Self-Instructional
156 Material

and price is the sole consideration. In most of the cases of regular normal
trade, the invoice value will be the taxable value. However, to determine
value of certain specific transactions, Determination of Value of Supply
rules have been prescribed in CGST Rules, 2017.
Taxable person under GST is anyone who is registered under GST or
required to be registered under GST. Various criteria’s like turnover,
business activity or transaction have been specified in GST Act, which
details persons liable to be registered under GST. Further, any person
having registration under Service Tax, VAT or Central Excise on the
date of GST coming into force will automatically be considered a taxable
person under GST.
As per Section 2(62) of the Central Goods and Services Tax (CGST)
Act, 2017, unless the context otherwise requires, the term “input tax” in
relation to a registered person, means the central tax, State tax, integrated
tax.
The structure of GST stands on the foundation of the registration system,
because it is a registered person who is liable to pay tax and who is
eligible to avail the benefits of the input tax credit mechanism. A registered
person can also collect GST from his recipients. An unregistered person
is not taxed and is also kept outside the input tax credit mechanism.
Cancellation of GST registration can be done by the proper officer or
on an application filed by the registered person or by his legal heirs.
Further, the cancellation of registration under SGST/UTGST Act shall
deemed to be a cancellation of registration under CGST Act. The
cancellation of registration shall not affect the liability of a person to pay
tax and other dues under GST.
A tax return is the tax form or forms used to report income and file
income taxes with tax authorities such as the Internal Revenue Service
(IRS). Tax returns allow taxpayers to calculate their tax liability and
remit payments or request refunds, as the case may be.

2.17 KEY TERMS

Location of Supplier: It is the registered place of business of the
supplier.
Place of Supply: It is the registered place of business of the recipient.
Input Tax Credit: As per Section 2(63) of the Central Goods and
Services Tax (CGST) Act, 2017, the term “input tax credit” means the
credit of input tax.
Registration: Registration of a business with the tax authorities implies
obtaining a unique identification code from the concerned tax authorities
so that all the operations of and data relating to the business can be
agglomerated and correlated.
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Returns: Income Tax Return is the form in which an assessee files
information about his income and tax thereon to Tncome Tax
Department. Various forms are ITR 1, ITR 2, ITR 3, ITR 4, ITR 5, ITR
6 and ITR 7.

2.18 SELF-ASSESSMENT QUESTIONS AND
EXERCISES

Short Answer Questions
1. What is time of supply?
2. What do you mean by place of supply?
3. Give the meaning of value of supply.
4. What is Input tax?
5. What is Input tax credit?
6. Define registration.
7. Give the meaning of registration.
8. Who is a casual dealer?
9. What is compulsory registration?

10. Define deemed registration.
11. Who is black listing dealer?
12. What is Filing of Return?
13. Give the meaning of Tax Return?
14. What is GSTR-1?
15. What is Annual Return?
16. What is Assessment?
17. What is Provisional Assessment?
18.  What is Scrutiny Assessment?
19. What is Best Judgement Assessment?
20. What is Summary Assessment?
21. Define audit under GST.
22. What is general audit under GST?
23. What do you mean by special under GST?
24. What is GST Payment?
25. What is Internet Banking?
27. What is authorized bank?
28. What are NEFT and RTGS?
29. Give the meaning of refund.
30. What is Excess payment of tax?
31. What is claim of rebate or refund?
32. What is Refund of pre  deposit?
33. What is refund during investigation?
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Long Answer Questions
1. Write short notes on time of supply of goods.
2. Write short notes on time of supply of services.
3. Explain the place of supply for intra state supply of goods.
4. Explain the determination of value of supply..
5. Explain the provision for value of supply.
6. Why are place of supply provisions different in respect of goods and

services?
7. Explain about Input tax, Input tax credit and Job work.
8. Discuss the eligibility and conditions for taking input tax credit.
9. Explain the Input Tax Credit in special circumstances under GST.

10. Discuss the Input Tax Credit in respect of goods sent for job work.
11. Discuss the distribution of credit by Input service distributor.
12.  Write short note on recovery of Input Tax Credit.
13. What are the Advantages of Registration under GST?
14. Explain the various Types of Registration.
15. Write note on Persons liable for registration (Section 22).
16. Write note on Persons not liable for registration (Section 23).
17. Write note on Compulsory Registration (Section 24 of CGST Act,

2017).
18. Write note on Procedure for Registration (Section 25).
19. Write note on Deemed Registration (Section 26).
20. What are the Procedure for obtaining Registration?
21. What are the Registration Process for New Applicants?
22. Write note on Cancellation of Registration (Section 29).
23. Discuss the process of Filing of Returns.
24. Explain various obligations for Filing of Returns.
25. Discuss the assesse required to Filing of Return in GST.
26. Explain various types of Return under GST.
27. Discuss about time period for filing of return under GST.
28. Explain various types of Assessment.
29. Explain self assessment of taxes payable under CGST Act 2017.
30. Explain provisional assessment order under CGST Act 2017.
31. Explain different types of audit under GST
32. Discuss in details about Process of Payment.
33. Explain features of Process of Payment.
34. Discuss various methods of Process of Payment in GST.
35. Explain about payment by tax payers by internet banking through

authorized banks.
36. Discuss about over counter payment through NEFT (RTGS) from any

bank.
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37. Discuss about excess payment of tax due to mistake.
38. Explain the export of goods or services under claim of rebate or refund.
39. Explain about refund in case of provisional assessment.
40. Discuss refund of pre – deposit for filing appeals.
41. Explain about refund during investigations where no or lesser actual

liability arises.
42. Shopper’s Stop store a large retailer who sells various types of products

like readymade garment, jewellery, cosmetics, fabrics, shoes etc., issued
the voucher on 10-07-2019 to their prospective customer for enabling
them to buy any product from their shop. Customer purchased
readymade garments on 20th Aug 2019. Find the time of supply of goods?

43. Aditri Pvt. Ltd. imports service from US. From the following details
ascertain Time of Supply:
Date of receipt of service – 24/6/2019
Date of invoice issued by the service provider – 15/4/2019
Date of entry in books of accounts – 20/5/2019

44. Mr. Razesh supplies goods worth ` 48,000 to Mr. Vijay and issues
invoice dated 24.6.2019 for ̀  48,000 and Mr. Vijay pays ̀  52,000 on
29.06.2019 against such supply of goods. The excess ̀  4,000 is adjusted
in the next invoice for supply of goods issued on 4.7.2019. Identify the
time of supply and value of supply.

45. From the following details of M/s Moon in Bengaluru compute aggregate
turnover:
Supplies to Mysore ̀  4,00,000
Supplies to Puducherry ̀  2,50,000
Supply made to a dealer in Mangalore in course of export ̀  3,25,000
Supply made to a dealer in Swizerland ̀  4,20,000
Supply made to a dealer in MP ̀  90,000

46. Mr. Himu purchased goods and made payment of  ̀  8,00,000 (inclusive
of GST) to Mr. Rashel Rate of SGST @ 6%, CGST @ 6%, then what
will be assessable value.

47. Mr. Reddy supplies goods from Karnataka to Chennai and its value is
` 40,000. The value of goods supplied by him within the state is
` 4,40,000. The value of receipt of goods within the state is ̀  30,000
and the value of goods received from Chennai is ̀  3,50,000. If IGST
rate is 18%, SGST & CGST rate is 9% each, calculate net GST payable.

48. Mr. Suman of WB purchased goods from Mr. Babu of WB for
` 3,55,000 including CGST @ 6% & SGST @ 6% in the month of
June, 2019. He incurred ̀  75,000 as manufacturing expenses and added
25% profit on cost. Mr. Suman sold 80% of the goods to Mr. Mohan
of WB on 4.9.2019. Remaining 20% of the goods were transferred to
his branch in Tamilnadu on 4.9.2019. Compute net GST payable.
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49. Compute the Transaction value of goods from the following information
and GST Payable by a dealer registered in Odisha.

`

Selling price (including IGST of ̀ 5,000) 1,43,000
Following transactions are not included in the above price:
Freight charges paid by supplier charged separately 3,000
Normal secondary packing cost 3,500
Cost of durable and returnable packing 3,500
Insurance on freight paid by supplier charged separately 1,500
Trade discount (normal practice) 3,000
Rate of GST 18%

50. Compute the amount of GST payable from a manufacture has prepared
the invoice as under:

Particulars  `

Price of goods
(excluding CGST at 9% and SGST at 9%) 3,00,000
Items not included in the above price:
Selling expenses 20,000
Publicity charges 25,000
Advertising charges 35,000
Loading & handling charges 7,000
Outward freight & insurance on buyer request 14,000
Discount at 10% on the price of the goods and shown in invoice.

51. M/s Dash Ltd. of Mumbai having registered business premises makes
the supplies Goods worth ̀  5,00,000 to M/s Podder Ltd. which has
also registered business in Mumbai. Further M/s Podder Ltd. Sells the
goods to its customer in Bengaluru for ̀  6,00,000. Compute the tax
implication under GST if GST rate 18%.
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UNIT 3 CGST/SGST – III
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3.7 Micellaneus Provisions Under GST
3.8 Answers to ‘Check Your Progress’
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3.10 Key Terms
3.11 Self-Assessment Questions and Exercises
3.12 Further Reading

3.0 INTRODUCTION

Composition scheme under the law is for small businesses. This is to bring relief to
small businesses so that they need not be burdened with the compliance provisions
under the law. Thus, an option has been provided where they can opt to pay a
fixed percentage of turnover as fees in lieu of tax and be relieved from the detailed
compliance of the provisions of law. Composition levy would be generally opted
by persons who are supplying goods & services or both to the end consumer.

GST Council extended the benefits of the composition scheme to service
providers as well on 10th January, 2019. This scheme relaxes the tax compliances
and payments for individuals having a turnover within the specified limits. As such,
this scheme can be a great boon for your venture as it enhances your liquidity.
While the scheme is said to greatly benefit B2B businesses, B2C ventures can
also profit from it. GST composition scheme limit for manufacturers of goods was
raised to ̀ 1.5 crore from the prevailing ̀ 1 crore threshold.

3.1 OBJECTIVES

After going through this unit, you will be able to:
Explain the concept of CGST and SGST
Discuss the composition scheme and job work
Describe the various exemptions under GST
Examine the demand and recovery under GST
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3.2 COMPOSITION SCHEME

GST composition scheme is a tax paying mechanism offered to small businesses.
When compared to normal GST filing, the composite scheme offers two main
benefits: reduced paperwork and compliance, and lower tax liability. For instance,
normal tax payers need to submit 3 monthly GST returns (GST-1, GST-2, and
GST-3) and one annual return (GST 9). However, if you’ve applied for the
composition scheme GST, filing gets easier as you need to file just one quarterly
return (GSTR 4), and one annual return (GSTR 9A).

Features of the Composition Scheme

Features of the Composition Scheme are given below:
1. Eligibility: Everyone is not eligible to enrol under this scheme. It is only

meant for the taxpayers whose aggregate turnover does not exceed
` 75 lakh threshold in a Financial Year.

2. Tax rate: The rate of tax as prescribed will be less than the regular
GST but not less than 1% of the turnover during the Financial Year. The
tax rates under the scheme are expected to be between 1% and 3%.

3. Not eligible for Input Tax Credit:  As per section 16, the goods and
services on which the Composition Tax has been paid (under section 8)
do not qualify for the Input Tax Credit.

4. Applies to Intra-state supplies:  Local suppliers, i.e., all those who
supply within a state can only take advantage of this scheme. The inter-
state suppliers will come under the regular GST laws.

5. Needs voluntary application:  All taxpayers need to make a voluntary
registration every year for getting the benefits of the GST Composition
Scheme. But, if the taxpayer crosses the minimum turnover limit of ̀  75
lakh, then he will be transferred to a regular scheme. All taxpayers who
are already a part of VAT Composition Scheme also have to voluntarily
register for this scheme.

6. Quarterly returns: Instead of filing 3-4 returns monthly, taxpayers
who are registered under this scheme will be required to file returns
once every quarter.

7. Bill of supply not tax invoice: Unlike the regular scheme where a
taxpayer has to present tax invoice to the tax authorities, taxpayers who
are registered under this scheme need to present bill of  the supply.

8. Penalty: If a taxable person is found not eligible for this scheme then
the tax authorities can impose a penalty which is equal to the amount of
tax on such person along with his tax liability. So a lot of care has to be
taken when opting for this scheme and paying the taxes.

GST Composition Scheme Rules
As per the GST Act, a range of manufacturing and service businesses and
traders can register under the GST composition scheme, excluding the
following:
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(a) Individuals or businesses who supply goods through an e-commerce
portal operator that collects tax at source.

(b) Non-resident taxable persons or casual taxable persons.
(c) Ice cream manufacturers or manufacturers of other edible ice with(out)

cocoa as additives.
(d) Manufacturers of pan masala and tobacco products and substitutes.
(e) Individuals or businesses who have purchased goods from unregistered

suppliers (allowed if GST is paid on such goods on reverse charge basis).
(f) Suppliers involved in the supply of goods that are exempt under GST

Act.
(g) Suppliers involved in the supply of goods and services.

Benefits of Composition Scheme in GST

The benefits of the GST composition scheme are:
1. Reduced tax payments: With the new tax rate structure, the liability

for taxpayers has reduced.
2. Lower compliance requirements: With lesser compliance to be

followed in terms of keeping books of record, taxpayers now need to
file fewer returns and can side-step the need to provide tax invoices.

3. Increased liquidity: From the financial perspective, reduced tax liability
via the fixed rate translates to higher levels of liquidity for the business.
With more liquidity you can maintain cash flow better, which will help
you sustain operations smoothly.

Tax Rates Applicable for the Composition Scheme in GST
Upon registering for GST composition, a fixed tax rate applies to your
business turnover. The current rates are as follows:

(a) For goods manufacturers and traders: 1% GST, divided as 0.5% CGST
and 0.5% SGST

(b) For restaurants not serving alcohol: 5% GST, divided as 2.5% CGST
and 2.5% SGST

(c) For service providers: 6% GST, divided as 3% CGST and 3% SGST
Applicable GST Rates under GST Composition Scheme

Type of Business CGST SGST Total GST
Manufacturers and traders of goods 0.5% 0.5% 1%
Restaurants (not serving alcohol) 2.5% 2.5% 5%
Service Providers 3% 3% 6%
The taxes you pay come from your own finances as you do not charge any

to consumers and include taxes on supplies made and on reverse charge.
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Eligible person for composition scheme

Following registered persons having aggregate turnover up to ̀  1.5 crores w.e.f
1-4-2019 by virtue of Notification No. 14/2019 dated 7-3-2019 –Central Tax
(` 75 lakhs for Special Category States) in preceding financial year are covered in
the composition scheme:

– Manufacturers other than manufacturing tobacco and manufactured
tobacco substitutes, pan-masala and ice-cream and other edible ice,
whether or not containing cocoa.

– Traders
– Restaurants not serving alcohol
– Manufacturers and traders having a turnover of services of up to INR5

lakhs or 10% of total turnover from 1st February, 2019 [Vide Central
GST (Amendment) Act, 2018].

What follows from the above is that post CGST Amendment also, only
manufacturers and traders having a turnover of services of up to INR 5 lakhs or
10% of total turnover, were able to opt composition scheme and the same is not
available to a person who is only a service provider other than a restaurant service
provider. Therefore, in order to provide the benefit of composition scheme, a
decision was announced in favour of service providers in GST Council’s 32nd
meet. Accordingly, a composition scheme is made available to services providers
(or mixed suppliers), with an aggregate turnover in the preceding financial year up
to ̀  50 lakhs.

The methodology to compute aggregate turnover is given in Section 2(6).
Accordingly, ‘aggregate turnover’ means value of all outward supplies (taxable
supplies + exempt supplies + exports + inter-state supplies) of a person having
the same Permanent Account Number (PAN) and it excludes taxes levied under
central tax (CGST), State tax (SGST), Union territory tax (UTGST), integrated
tax(IGST) and compensation cess. Also, the value of inward supplies on which
tax is payable under reverse charge and value of supply of exempt services by
way of extending deposits, loans or advances in so far as the consideration is
represented by way of interest or discount, shall not be taken into account for
calculation of ‘aggregate turnover.

It is to be noted that all registered persons having the same PAN are required
to opt composition scheme. If one registered person opts for normal scheme,
others become ineligible for composition scheme.

Persons who cannot opt for the composition scheme

(a) Supplier of service other than restaurant owners (Serving foods and
non-alcoholic drinks).

(b) Supplier of non-taxable goods.
(c) If the person is engaged in the inter-state supply of goods.
(d) Supplier supplying goods through E-commerce operator, who is eligible

to collect TCS.
(e) Supplier of tobacco, pan masala, and ice cream.



CGST/SGST – III

NOTES

165
Self-Instructional

Material

Conditions/Restrictions under composition scheme for service
providers

(i) A service provider (or mixed supplier) registered under composition
scheme should not be engaged in making any supply of goods which are
not leviable to tax under the GST laws. [Section 10(2) of CGST Act,
2017].

(ii) A service provider (or mixed supplier) registered under composition
scheme should not be engaged in making any inter-state outward supply
of goods. [Section 10(2) of CGST Act, 2017]

(iii) A service provider (or mixed supplier) registered under composition
scheme cannot make any supply of goods through an electronic
commerce operator. [Section 10(2) of CGST Act, 2017].

(iv) A service provider (or mixed supplier) registered under composition
scheme shall not collect any tax from the recipient on supplies made by
him nor shall he be entitled to any credit of input tax. [Section 10(4) of
CGST Act, 2017].

(v) A service provider (or mixed supplier) registered under composition
scheme shall pay tax on reverse charge basis under sub sections (3) or
(4) of section 9 on inward supply of goods or services or both [Rule 5
of CGST Rules, 2017].

(vi) A service provider (or mixed supplier) registered under composition
scheme is required to mention the words, composition taxable person,
not eligible to collect tax on supplies at the top of the bill of supply
issued by him, [Rule 5 of CGST Rules, 2017].

(vii) A service provider (or mixed supplier) registered under composition
scheme shall also mention the words’composition taxable person’ on
every notice or signboard displayed at a prominent place at his principal
place of business and at every additional place or places of business.
[Rule 5 of CGST Rules, 2017].

(viii) A mixed supplier, engaged in the manufacture of goods as notified under
section 10(2)(e) of CGST Act, 2017, during the preceding financial
year is not eligible to get himself registered under composition scheme.
[Section 10(2) of CGST Act, 2017 read with rule 5 of CGST Rules,
2017].

(ix) A service provider should neither be a casual taxable person nor a non
-resident taxable person in order to become eligible for registration under
composition scheme. [Rule 5 of CGST Rules, 2017].

(x) A service provider (or mixed supplier) registered under composition
scheme cannot issue tax invoice as they are not eligible to collect taxes
on the supplies made by them.

Registration under composition scheme for new service providers

[Section 10 of CGST Act, 2017 and Sub rules (2), 3(3A) and (5) of Rule 3 of
CGST Rules, 2017]
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(a) Intimation regarding opting composition scheme: Any service
provider (or mixed supplier) who applies for registration under GST for
the first time may choose an option to pay tax under composition scheme
in Part B of FORM GST REG-01, which shall be considered as an
intimation to pay tax under the said scheme. Any intimation regarding
opting composition scheme in respect of any place of business in any
State or Union territory shall be deemed to be an intimation in respect
of all other places of business registered on the same PAN.

(b) Effective date: The intimation shall be considered only after the grant
of registration to an applicant and his option to pay tax under composition
scheme will be applicable from the 1st day of next month in which
intimation has been filed. E.g: If a registered taxpayer submits the form
on 15th March , then composition scheme will apply from 1st April.

(c) Frequency of intimation: The registered service provider (or mixed
supplier) paying tax under composition scheme may not file a fresh
intimation every year and he may continue to pay tax under the said
scheme subject to the provisions of the Act and Rules.

(d) Furnishing details of Input tax credit: A service provider (or mixed
supplier) is also required to furnish the statement in FORM GST ITC-03
for details of input tax credit relating to inputs lying in stock, inputs contained
in semi-finished or finished goods within a period of one hundred and
eighty days from the day of commencement of composition levy.

Existing registered service provider (or mixed supplier) switching
from normal scheme to composition scheme

[Section 10 and Sub rules 3(3) and 3(5) of CGST Rules, 2017]
(a) Intimation regarding opting composition scheme: Any registered

service provider (or mixed supplier) who opts to pay tax under
composition scheme shall electronically file an intimation in FORM GST
CMP-02, prior to the commencement of the financial year for which
the option to pay tax under the aforesaid scheme is exercised. Further,
any intimation regarding opting composition scheme in respect of any
place of business in any State or Union territory shall be deemed to be
an intimation in respect of all other places of business registered on the
same PAN. The last date for opting composition scheme for service
providers in respect of FY 19-20 has been extended to 30-9-2019.

(b) Effective date: The composition scheme will be applicable from the
1st day of the next month in which registered service provider (or mixed
supplier) files an intimation in Form GST CMP-02.

(c) Frequency of intimation: The registered service provider (or mixed
supplier) paying tax under composition scheme may not file a fresh
intimation every year and he may continue to pay tax under the said
scheme subject to the provisions of the Act and rules.

(d) Furnishing of input tax credit details: A registered service provider
or mixed supplier is required to furnish the statement in FORM GST
ITC-03 for details of input tax credit relating to inputs lying in stock,
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inputs contained in semi-finished or finished goods within a period of
sixty days from the commencement of the relevant financial year. It is to
be remembered that such registered service provider (or mixed supplier)
is not allowed to furnish the declaration in FORM GST TRAN-1 after
the statement in FORM GST ITC-03 has been furnished.

Filing of Returns under Composition Scheme
The Government has simplified the return filing for composition taxpayers by obliging
them to file only a single annual return in GSTR-4 annually by 30th April for the
previous financial year with the quarterly tax payments. As per rule 62 of CGST
Rules, 2017, a simplified ‘statement for payment of self-assessed tax’ in Form
GST CMP-08 is to be filed quarterly by taxpayers who have opted for composition
scheme. This form is to be filed by the 18th day of the subsequent month following
the end of a quarter, which include details like outward supplies, inward supplies
attracting reverse charge including import of services tax, interest payable; and
taxes and interest paid. For April to June, 2019 quarter, new format will be
applicable.

Switching from composition scheme to normal scheme [Rule 6 of
CGST Rules, 2017]

(i) Voluntary withdrawal of the scheme: A service provider (or mixed
supplier) who wants to withdraw from the composition scheme is
required to file an application in FORM GST CMP-04, duly signed or
verified through electronic verification code, electronically on the common
portal, before the date of such withdrawal.

(ii) Denial of composition scheme: Where the proper officer has reasons
to believe that the registered service provider (or mixed supplier) was
not eligible to pay tax under composition scheme or has contravened
the provisions of the Act or Rules, he may issue a notice to such person
in FORM GST CMP-05 to show cause within fifteen days of the receipt
of such notice as to why the option to pay tax under composition scheme
shall not be denied.

Upon receipt of the reply to the show cause notice issued from the registered
person in FORM GST CMP-06, the proper officer shall issue an order in FORM
GST CMP-07 within a period of thirty days of the receipt of such reply, either
accepting the reply, or denying the option to pay tax under composition scheme
from the date of the option or from the date of the event concerning such
contravention, as the case may be.

Every person who has filed an application for withdrawal from the scheme
or a person in respect of whom an order of withdrawal of option has been passed
in FORM GST CMP-07, may electronically furnish at the common portal, a
statement in FORM GST ITC-01 containing details of the stock of inputs and
inputs contained in semi-finished or finished goods held in stock by him on the
date on which the option is withdrawn or denied, within a period of thirty days
from the date from which the option is withdrawn or from the date of the order
passed in FORM GST CMP-07, as the case may be.
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Limitations of Opting for Composition Scheme under GST

While GST composition is advantageous, there are a few pitfalls to the scheme
that you should be aware of before registering.

1. No Input Tax Credit: B2B businesses are not allowed the credit of
input tax paid from the output liability. Even, the buyer of such goods
will not get any credit on tax paid, resulting in price distortion and
cascading. As a buyer registered as a normal taxpayer will not get any
credit when buying from a person registered under composition scheme,
this results in a loss of business. Eventually, such buyers might avoid
purchases from a taxpayer under the scheme.

2. No Collection of Tax: Under the scheme, taxpayers are not allowed
to recover composition tax from their buyers, as they are not allowed to
raise a tax invoice.

3. Restricted geography/reach for businesses: Businesses are
restricted geographically, as GST composition does not cover inter-
state transactions. They also cannot leverage the potential of the internet
as supply of goods via e-commerce portals.

Check Your Progress

1. What are the Features of the Composition Scheme?
2. Explain the persons who cannot opt for the composition scheme.

3.3 JOB WORK

As per Section 2(68) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “job work” means any treatment or process undertaken by a person on
goods belonging to another registered person and the expression “job worker”
shall be construed accordingly.

A manufacturer may send out his goods to a job worker for initial process,
intermediate process, assembly, packing or any other completion process and
later, supply such goods to its customers or use in any other manufacturing process
accompanied by its own. The goods sent for job work maybe raw material,
component parts, semi-finished goods and even finished goods. The resultant goods
could be with same characteristics or with variation of the product send for job
work.

What is Job Work?

Job work means processing or working on raw materials or semi-finished goods
supplied by the principal manufacturer to the job worker. This is to complete a
part or whole of the process which results in the manufacture or finishing of an
article or any other essential operation.
For example,
Big shoe manufacturers (principal) send out the half-made shoes (upper part) to
smaller manufacturers (job worker) to fit in the soles. The job workers send back
the shoes to the principal manufacturer.
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As per GST Act, job work means any treatment or process undertaken by
a person on goods belonging to another registered person. The person doing the
job work is called job worker.

Procedure and Compliance under GST
(A) Goods send out for job work must be accompanied with a challan.
(B) Goods send must be received back by the principal within the period

mentioned below:
(i) Inputs, semi-finished or finished goods - 1 year.
(ii) Capital Goods - 3 years (of being sent out by the principal to the

job worker).
(C) In case where the goods sent have not been received back within the

period as mentioned above, such goods will be treated as supplied to
the job worker by the principal. Further tax will be required to be paid
by the principal on such deemed supply.

(D) Principal may on his own will receive back the goods after processing
from job worker. Supply to his customers from the place of business of
job worker.

Under both the situations ITC paid on purchase of goods send on job work
will be allowed to the principal.

(E) Waste and scrap generated during the initial process, intermediate
process, assembly, packing or any other completion process may be
sold on payment of tax by:
(i) Job worker - if he holds a registration.
(ii) Principal - if job worker does not hold a registration.

Transition Provisions

Inputs, semi-finished goods or finished goods removed for job work for carrying
certain processes and returned on or after the appointed date.

In case any inputs or semi-finished goods had been removed before the
appointed date from the factory of the manufacturer and sent to a job worker for
carrying further processing, testing, repair or for a similar purpose and the same is
received on or after the appointed date, no tax shall be payable if the following
conditions are satisfied:

(i) Underlying goods are returned to the factory within 6 months from the
appointed date (extendable for a maximum period of 2 months).

(ii) Declaration of the goods held by job worker is done in specified form
and manner.

(iii) Supply of semi-finished goods or finished goods is done only on payment
of tax in India or the goods are exported out of India within 6 months
from the appointed date (extendable by not more than 2 months).

(iv) If the underlying inputs, semi-finished goods or finished goods are not
returned within 6 months or extended period, ITC availed earlier under
existing laws will be recovered.
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Liability under existing Taxation Regime

(a) Where process amount to manufacture

(i) If the process undertaken by the job worker amounts to manufacture/
deemed manufacture as per the definition, the job worker would be
liable to pay a duty of excise on the goods so manufactured.

(ii) Alternatively, the principal manufacturer who has supplied the goods
for job work may furnish a declaration under Notification No. 214/86
dated 25.03.1986 (which exempts goods manufactured by a job worker
from the duty of excise) based on which job worker would not be required
to charge duty of excise.

(iii) The goods must be used in the manufacturing process by the principal
manufacturer which should result in a dutiable product being
manufactured on which duty of excise is being charged.

(iv) The activity undertaken by job worker would not be liable to service
tax also as any process amounting to manufacture or production of goods
is covered by Entry No. 30 of the Notification No. 25/2012-ST dated
20.06.2012 w.e.f. 31.03.2017. (Earlier it was specified in negative list).

(b) Where process does not amount to manufacture

(i) Where the processing is undertaken by the job worker does not amount
to manufacture, the said job worker could be liable to service tax. But
before determining the same, one need to examine the exemption
provided in Notification No. 25/2012 ST 20.06.2012.

(ii) As per the said Notification, job work in relation to any goods on which
appropriate duty is payable by the principal manufacturer is exempted.

(iii) Appropriate duty means “duty payable on manufacture or production
under a Central Act or a State Act but shall not include ‘Nil’ rate of duty
or duty wholly exempt”. It means that if the duty is charged on final
product by principal manufacturer, there is no liability on job worker to
charge service tax.

(iv) On the contrary, if appropriate duty is not paid by the principal
manufacturer, the job worker would be liable to charge service tax.

Steps to be taken by Job Worker

Job workers are required to understand the provisions of GST laws in the light of
what has been discussed in this Chapter. They may have to take following steps.

Review of existing contracts as to –
(i) Processing structures and timings of completion of work
(ii) Valuation of processed goods
(iii) Respective obligations
(iv) FOC supplies
(v) Reverse charge mechanism
(vi) Tax implications
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Supplementary agreements/new contracts may be entered into for job
work activities.
To decide on having or not having two separate contracts for the supply
of goods and services.
To decide on having multiple supply locations/closing some of them.
Review of procurement policy.
Change in invoicing pattern.
Working capital management.
Treatment of security deposits other deductions.
Accounting aspects.
Training of personnel.

The job worker should be aware of the provisions under goods and services
tax as applicable to them so that they will not face any kind of problem in future
from Department/principal manufacturer. Job workers may be required to
restructure their contracts/agreements in view of the GST provisions as applicable
to them.

Input Tax Credit in respect of Goods sent for Job Work

The principal manufacturer will be allowed to take credit of tax paid on purchase
of goods send on job work.

However, there are certain conditions. Let us go through them in detail.

Place of Business

 

Fig. 3.1:  Place of Business

ITC will be allowed in both the cases

Goods purchased sent to job worker

From principal’s place of
business

Directly from the
principal’s sellers-
Without going to the
principal first
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Effective Date

Fig. 3.2:  Effective Date

Is there a time limit for the principal manufacturer to receive back
the goods?

Yes. The principal manufacturer must receive the goods back within the following
period:

1. Capital Goods- 3 years from effective date
2. Input Goods- 1 year from effective date

What happens if the goods are not received within the specified
time?

In case goods are not received within the period as mentioned above, such goods
will be deemed as supply from effective date. The principal manufacturer will have
to pay tax will on such deemed supply.

The challan issued will be treated as an invoice for such supply.

Can the principal directly sell from the job worker’s place?

The principal manufacturer can supply the goods from the place of business of a
job worker only if he (the principal) declares such place of business as his additional
place of business.
This rule does not apply for the following -

(i) The job worker is registered
(ii) The principal supplies goods which are specifically notified by the

Commissioner to be allowed to sell directly from job worker’s place.

Various machinery sent to the job worker to carry out the job work

The time limits will not apply to items like moulds and dies, jigs and fixtures, or
tools sent out to a job worker for carrying out the job work.

Summary of Conditions for Claiming ITC on goods sent for Job Work

A. Goods can be sent to job worker:
1. From principal’s place of business
2. Directly from the place of supply of the supplier of such goods

ITC will be allowed in both the cases.

Effective date for goods
sent

If sent from principal’s
place of business

Date of goods sent out

If sent directly from the
principal’s sellers

Date of receipt of
goods by job worker
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B. Effective date for goods send depends on place of business:
1. Sent from principal’s place of business- Date of goods sent out
2. Send directly from the place of supply of the supplier of such goods-

Date of receipt by job worker
C. The goods send must be received back by the principal manufacture

within the following period:
1. Capital Goods- 3 years
2. Input Goods- 1 year

D. In case goods are not received within the period mentioned above,
such goods will be treated as supply from the effective date and tax will
be payable.

For transitional provisions, please refer our article on Impact of GST on job
work.

Goods received back from job worker or sent out from business
place of job-work
The details of goods received back will be mentioned here. The goods may be
received by the principal or sent to another job worker directly from the first job
worker’s place of business.

All details of original challans and new challans must be mentioned.

3.4 EXEMPTIONS UNDER GST

Tax exemptions come in many forms but one thing they all have in common is they
either reduce or entirely eliminate your obligation to pay tax. Most taxpayers are
entitled to an exemption on their tax return that reduces your tax bill in the same
way a deduction does. Federal and state governments frequently exempt
organizations from income tax entirely when it serves the public, such as with
charities and religious organizations.

Meaning of Exemption
An exemption is a deduction allowed by law to reduce the amount of income that
would otherwise be taxed. The Internal Revenue Service (IRS) offers two types
of exemptions: personal and dependent exemptions. An example of an exemption
is the reduction in taxes granted for dependent children (under the age of 18) living
with the tax filer.

The taxpayers who are exempted from GST Registration are:
(a) Agriculturists.
(b) Persons falling in Threshold Exemption Limit.
(c) Persons making Nil-Rated/ Exempt supplies of goods and services.
(d) Persons making Non-Taxable/ Non-GST supplies of goods and

services.
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(e) Activities that are neither Supply of Goods nor Services.
(f) Persons making only supplies covered under reverse charge.
Now let us study the details of each and every person who has been

exempted:
1. Agriculturists
An agriculturist is a person who supplies the products out of his cultivation land.
They will be given exemptions from GST Registration. Agro-inputs like fertilizers,
seeds, irrigation (electricity is required), machinery and all other agricultural services
are also exempted under GST regime.

2. Persons falling in threshold exemptions limit
A business entity with an annual turnover less than ̀  20 lakh is given exemptions
from GST registration. But there are some special category states (Arunachal
Pradesh, Assam, Jammu and Kashmir, Manipur, Meghalaya, Mizoram, Nagaland,
Sikkim, Tripura, Himachal Pradesh and Uttarakhand) where this threshold limit is
` 10 lakh.

Fig. 3.3:  Persons Falling in Threshold Exemptions Limit

3. Persons making Nil-Rated/Exempt supplies

These are the persons who are engaged in the business of supplying common
items which are in the exemptions list of GST. Some of them are mentioned below

(a) All unprocessed food like rice, wheat, bread, milk, vegetables, cereals,
eggs, meat, fish, salt etc.

(b) Train travel by local and sleeper classes.
(c) Education.
(d) Healthcare (but not medicines).
(e) Hotels, lodges with room rent less than ̀  1,000
(f) Kid’s colouring /drawing books.
(g) Bindis, sindoor, bangles, etc.

4. Persons making Non-Taxable/Non-GST supplies
Such items do not come under the purview of GST:

Aggregate turnover in a
financial year

Special Category State
Supplier

Aggregate turnover in a
financia l year

Supplier Less than ` 20 Lakh

Less than ` 10 Lakh
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Petroleum crude
and petrol

High speed diesel

Alcohol for Human
Consumption

Electricity Aviation Turbine
Fuel

Natural Gas

Fig. 3.4: Persons Making Non-Taxable/Non-GST Supplies

5. Activities that are neither Supply of Goods nor Services

These include:
(a) Services by an employee.
(b) Services by any Court or Tribunal.
(c) Functions and duties of –

(i) MPs, MLAs, Members of Panchayats, Municipalities and other
local authorities;

(ii) Person holding any Constitutional Post;
(iii) Person as a Chairperson or a Member or a Director in a body.

(d) Funeral Services.
(e) Sale of land and building.
(f) Actionable claims (other than lottery, betting and gambling).

Exemptions from Tax

1. Where the Government is satisfied that it is necessary in the public interest
so to do, it may, on the recommendations of the Council, by notification,
exempt generally, either absolutely or subject to such conditions as may
be specified therein, goods or services or both of any specified
description from the whole or any part of the tax leviable thereon with
effect from such date as may be specified in such notification.

2. Where the Government is satisfied that it is necessary in the public interest
so to do, it may, on the recommendations of the Council, by special
order in each case, under circumstances of an exceptional nature to be
stated in such order, exempt from payment of tax any goods or services
or both on which tax is leviable.

3. The Government may, if it considers necessary or expedient so to do
for the purpose of clarifying the scope or applicability of any notification
issued under sub-section (1) or order issued under sub-section (2), insert
an explanation in such notification or order, as the case may be, by
notification at any time within one year of issue of the notification under
sub-section (1) or order under sub-section (2), and every such
explanation shall have effect as if it had always been the part of the first
such notification or order, as the case may be.
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Schedule I [Section 7]

Activities to be treated as supply even if made without Consideration
1. Permanent transfer or disposal of business assets where input tax credit

has been availed on such assets.
2. Supply of goods or services or both between related persons or between

distinct persons as specified in section 25, when made in the course or
furtherance of business: Provided that gifts not exceeding fifty thousand
rupees in value in a financial year by an employer to an employee shall
not be treated as supply of goods or services or both.

3. Supply of goods —
(a) by a principal to his agent where the agent undertakes to supply

such goods on behalf of the principal; or
(b) by an agent to his principal where the agent undertakes to receive

such goods on behalf of the principal.
4. Import of services by a taxable person from a related person or from

any of his other establishments outside India, in the course or furtherance
of business.

Schedule II [Section 7]
Activities to be treated as Supply of Goods or Supply of Services

1. Transfer

(a) any transfer of the title in goods is a supply of goods;
(b) any transfer of right in goods or of undivided share in goods without the

transfer of title thereof, is a supply of services;
(c) any transfer of title in goods under an agreement which stipulates that

property in goods shall pass at a future date upon payment of full
consideration as agreed, is a supply of goods.

2. Land and Building

(a) any lease, tenancy, easement, licence to occupy land is a supply of
services;

(b) any lease or letting out of the building including a commercial, industrial
or residential complex for business or commerce, either wholly or partly,
is a supply of services.

3. Treatment or process

Any treatment or process which is applied to another person's goods is
a supply of services.

4. Transfer of business assets

(a) where goods forming part of the assets of a business are transferred or
disposed of by or under the directions of the person carrying on the business
so as no longer to form part of those assets, whether or not for a
consideration, such transfer or disposal is a supply of goods by the person;
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(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 him in the course or furtherance of his business immediately
before he ceases to be a taxable person, unless —
(i) the business is transferred as a going concern to another person;

or
(ii) the business is carried on by a personal representative who is

deemed to be a taxable person.

5. Supply of services

The following shall be treated as supply of services, namely:
(a) Renting of immovable property;
(b) Construction of a complex, building, civil structure or a part thereof,

including a complex or building intended for sale to a buyer, wholly or
partly, except where the entire consideration has been received after
issuance of completion certificate, where required, by the competent
authority or after its first occupation, whichever is earlier.
Explanation: For the purposes of this clause -
(1) The expression competent authority means the Government or any

authority authorised to issue completion certificate under any law
for the time being in force and in case of non-requirement of such
certificate from such authority, from any of the following, namely:
(i) An architect registered with the Council of Architecture

constituted under the Architects Act, 1972; or
(ii) A chartered engineer registered with the Institution of

Engineers (India); or
(iii) A licensed surveyor of the respective local body of the city

or town or village or development or planning authority;
(2) The expression construction includes additions, alterations,

replacements or remodelling of any existing civil structure;
(c) Temporary transfer or permitting the use or enjoyment of any intellectual

property right;
(d) Development, design, programming, customisation, adaptation,

upgradation, enhancement, implementation of information technology
software;

(e) Agreeing to the obligation to refrain from an act, or to tolerate an act or
a situation, or to do an act; and
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(f) Transfer of the right to use any goods for any purpose (whether or not
for a specified period) for cash, deferred payment or other valuable
consideration.

6. Composite supply
The following composite supplies shall be treated as a supply of services, namely:

(a) Works contract as defined in clause (119) of section 2; and
(b) Supply, by way of or as part of any service or in any other manner what

so ever, of goods, being food or any other article for human consumption
or any drink (other than alcoholic liquor for human consumption), where
such supply or service is for cash, deferred payment or other valuable
consideration.

7. Supply of Goods
The following shall be treated as supply of goods, namely:

Supply of goods by any unincorporated association or body of persons to
a member thereof for cash, deferred payment or other valuable consideration.

Schedule III [Section 7]
Activities or transactions which shall be treated neither as a Supply of Goods nor
a Supply of Services

1. Services by an employee to the employer in the course of or in relation
to his employment.

2. Services by any court or Tribunal established under any law for the time
being in force.

3. (a)      the functions performed by the Members of Parliament, Members
of State Legislature, Members of Panchayats, Members of
Municipalities and Members of other local authorities;

(b) the duties performed by any person who holds any post in pursuance
of the provisions of the Constitution in that capacity; or

(c) the duties performed by any person as a Chairperson or a Member
or a Director in a body established by the Central Government or
a State Government or local authority and who is not deemed as
an employee before the commencement of this clause.

4. Services of funeral, burial, crematorium or mortuary including
transportation of the deceased.

5. Sale of land and, subject to clause (b) of paragraph 5 of Schedule II,
sale of building.

6. Actionable claims, other than lottery, betting and gambling.
Explanation: For the purposes of paragraph 2, the term “court” includes
District Court, High Court and Supreme Court.
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Exempt goods and Supplies

1. Section 2(42): Exempt Supplies

This has been defined to mean supply of any goods and/or services which are not
taxable under this Act and includes such supply of goods and/or services which
attract nil rate of tax or which may be exempt from tax under section 11.

When we compare this definition  with definition in Model GST law, it can
be noticed that NIL rate of tax will be classified as exempt supplies for the purpose
of this act. The definition of exempt supply is also important for the purpose of
allowing input tax credit. When the input tax credit is partly used for taxable supply
and party for exempt supply then the credit will be restricted to so much credit as
is attributable to taxable supply as per provision of Section 17(2) of Revised GST
law. But inclusion of NIL rate of tax into exempt supply would mean that earlier
there was an interpretation that cenvat could be allowed on such supplies but after
the amendment, it is clear that nil rated supplies will be exempt supplies and as a
result, so much cenvat as is attributable to such supplies shall not be allowed.

The definition of “exempt supply” also include those supply which are
exempted under Section 11. We see that there is no change in this regard on
comparing with old GST law except earlier the Section giving exemption was
Section 10 only. Even there is no major difference in wording of new and old
section. However, certain points are relevant for Section 11 which are as under:

(a) The Central or State Government can issue notification to give exemption
from payment of GST but it will be done on recommendation of GST
council only.

(b) The Central or State Government can also issue special order to give
exemption from payment of GST in exceptional circumstances but it will
also be issued on recommendation of GST council.

(c) There is a power in Central and State Government to issue an explanation
to add in this notification or order within one year to explain the scope
of notification or order and this will have effect that this explanation will
be part of statue from the date of notification. This can be welcome step
to clarify doubts but at the same time, it can be dangerous as it may
create liability retrospectively. The interpretation taken by assessee on
language of notification can be undone by issue of an explanation.

(d) There is no need to issue notification in public gazette only but it can be
effective on publication on website of the Government. This is also major
change from the existing position. Even the Apex Court has held that the
notification will be effective from the date of issue of notification in official
gazette.

2. Section 2(48): Goods

There has been substantial change in the definition of goods. The new definition
reads as follows:

“Goods means every kind of movable property other than money and
securities but includes actionable claim, growing crops, grass and things attached
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to or forming part of the land which are agreed to be severed before supply or
under a contract of supply;”

The old definition read as follows:
“Goods’’ means every kind of movable property other than actionable claim and
money but includes securities, growing crops, grass and things attached to or
forming part of the land which are agreed to be severed before supply or under
the contract of supply;

Explanation: For the purpose of this clause, the term ‘moveable property’
shall not include any intangible property.

When both the definitions are compared, it can be noted that goods will
now include actionable claim, intangible property and exclude securities. In other
words Shares/debenture/Mutual Funds etc have been excluded from GST and
transaction in these will not be subjected to GST. There was dispute and share
market was demanding to exclude the securities from GST and it is welcome step
on part of Government. Similarly actionable claim will be included in Goods instead
of services. Also the explanation has been deleted under new definition giving
effect that intangible property will be covered under goods now instead of services.
This is done with the intention to end the ongoing dispute over the software service
classification.

3. Section 2(54): Input
The new definition reads as follows:

“Input means any goods other than capital goods used or intended to be
used by a supplier in the course or furtherance of business;”

The old definition read as follows:
“Input” means any goods other than capital goods, subject to exceptions as

may be provided under this Act or the rules made there under, used or intended to
be used by a supplier for making an outward supply in the course or furtherance
of business;

The intention behind the amendment has largely been to simplify it to avoid
any litigation. It can be noted that in the old law, the definition was oriented towards
mandating the use of the goods for making the outward supply. In the new definition,
this condition has been done away with and the only condition retained is that the
inputs should be used in the furtherance of business. This will avoid litigation to a
large extent where there is dispute over the use of inputs. The only fact that it has
been used for the purpose of business itself will be sufficient to render it eligible for
the purpose of availing cenvat.

Exempt supply is defined in section 2(47) of GST Act. (47) “Exempt supply”
means supply of any goods or services or both which attracts nil rate of tax or
which may be wholly exempt from tax under section 11, or under section 6 of the
Integrated Goods and Services Tax Act, and includes non-taxable supply.
 It thus includes the supply of following type of goods and services:

(a) Non-taxable supply;
(b) Supply attracting nil rate of tax;
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(c) Supplies exempt under Section 11 of the GST Act excluding IGST and
under Section 6 of the IGST Act;

Check Your Progress

3. Explain the steps to be taken by Job Worker.
4. Is there a time limit for the principal manufacturer to receive back the goods?
5. What happens if the goods are not received within the specified time?

3.5 DEMAND AND RECOVERY UNDER GST

Demand and Recovery provisions are applicable when a registered dealer has
paid tax incorrectly or not paid tax at all. It is also applicable when an incorrect
refund or ITC is claimed by the dealer.

The proper officer will issue a show cause notice along with a demand for
payment of tax and penalty in case of fraud.

Demands can arise in the following cases:
1. Unpaid or short paid tax or wrong refund
2. Tax collected but not deposited with the Central or a State Government
3. CGST/SGST paid when IGST was payable and vice versa.
If demand is not paid, the GST authority starts recovery proceedings.
Provisions of demand under GST Act and the consequent recovery provisions

are similar to the provisions of Service Tax and Central Excise Act.

When there is No Fraud? (Section 73)

This section applies to non-fraud cases when:
Tax is unpaid/short paid or,
Refund is wrongly made or,
Input tax credit has been wrongly availed/utilized for any reason, other
than fraud etc. i.e., there is no motive to evade tax.

The proper officer (i.e., GST authorities) will serve a show cause notice on
the taxpayer. They will be required to pay the amount due, along with interest and
penalty.

Time Limit

The proper officer is required to issue the show cause notice 3 months before the
time limit. The maximum time limit for the order of payment is 3 years from the due
date for filing of annual return for the year to which the amount relates.

For Other Tax Periods

Once the above notice has been issued, the proper officer can serve a statement,
with details of any unpaid tax/wrong refund etc. for other periods not covered in
the notice. A separate notice does not have to be issued for each tax period.
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Voluntary Tax Payment

A person can pay tax along with interest, based on his own calculations (or the
officer’s calculations), before the notice/statement is issued and inform the officer
in writing of the same. The officer will not issue any notice in this case.

However, if the officer finds that there is short payment, they can issue a
notice for the balance amount.

No Penalty

If the taxpayer pays all their dues within 30 days from date of notice, then the
penalty will not be applicable. All proceedings (excluding proceedings u/s 132,
i.e., prosecution) regarding the notice will be closed.

Penalty in Other Cases

The tax officer will consider the taxpayer’s representation and then calculate interest
and penalty. Penalty will be 10% of tax subject to a minimum of 10,000. The tax
officer will issue an order within three years from the due date for filing of relevant
annual return.

3.6 APPEALS AND REVISION

Appeals
Any appeal under any law is an application to a higher court for a reversal of the
decision of a lower court. Appeals arise when there are any legal disputes.

The GST law pertaining to GST appeals and revisions, primarily imposes
two types of obligations – tax-related and procedure related. The taxpayers’
compliance with these obligations is verified by the proper tax officer, via audits,
examinations etc. In certain cases, there are situations of actual or perceived non-
compliance, which obviously leads to difference in opinion. If the difference persists,
it results in a dispute, which then needs to be resolved.

To begin with, the dispute is initially resolved by a departmental officer
resulting in the issue of an initial order. The order or decision is first passed by the
Adjudicating Authority under GST, an entity which is considered competent to
pass any order or decision under the GST Act, but does not include the Board,
First Appellate Authority and the Appellate Tribunal.

However, if a taxable person is not satisfied by the decision or order passed
by the Adjudicating Authority, then he can appeal to a higher court. The appeal, as
discussed above will be an application to a higher court to reverse the decision of
a lower court.

The following are the 4 levels of the appeal procedure in GST, as per the
provisions for appeal and revision in GST:

Appeal Level Orders Passed By Can Appeal To
1st Adjudicating Authority First Appellate Authority
2nd First Appellate Authority Appellate Tribunal
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3rd Appellate Tribunal High Court
4th High Court Supreme Court

Now, since India follows a dual GST structure, a natural question which
arises is – should an appeal need to be made to both CGST as well as SGST/
UTGST authorities. As per the provisions of GST appeals and revisions, both
CGST as well as SGST/UTGST officers are empowered to pass orders, and an
order passed under CGST will also be deemed to be applied to SGST/UTGST.
However if an officer under CGST has passed any order, any GST appeal and
revisions against that order, will lie only with the officers of CGST. The same will
apply in the case or orders passed under SGST/UTGST.

GST Appeals and Revisions – Authorized Representative

In case a person is not able to appear personally before the requisite GST appeal
authority, he may assign an authorized authority to appear on his behalf. An
authorized representative may be any one of the following:

A relative.
A regular employee.
A lawyer practising in any court in India.
Any Chartered Accountant/Cost Accountant/Company Secretary, with
a valid certificate of practice.
A Retired Officer of the Tax Department of any State Government or of
the Excise Department whose rank was at least that of a Group B gazetted
officer*.
Any tax return preparer.

Appeal to the Appellate Authority
1. An appeal to the Appellate Authority under sub-section (1) of section

107 shall be filed in FORM GST APL-01, along with the relevant
documents, either electronically or otherwise as may be notified by the
Commissioner, and a provisional acknowledgement shall be issued to
the appellant immediately.

2. The grounds of appeal and the form of verification as contained in FORM
GST APL-01 shall be signed in the manner specified in rule 26.

3. A certified copy of the decision or order appealed against shall be
submitted within seven days of filing the appeal under sub-rule (1) and a
final acknowledgement, indicating appeal number shall be issued
thereafter in FORM GST APL-02 by the Appellate Authority or an
officer authorised by him in his behalf:

Provided that where the certified copy of the decision or order is submitted
within seven days from the date of filing the FORM GST APL-01, the date of
filing of the appeal shall be the date of the issue of the provisional acknowledgement
and where the said copy is submitted after seven days, the date of filing of the
appeal shall be the date of the submission of such copy.
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Explanation

For the provisions of this rule, the appeal shall be treated as filed only when the
final acknowledgement, indicating the appeal number, is issued.

Application to the Appellate Authority
1. An application to the Appellate Authority under sub-section (2) of section

107 shall be made in FORM GST APL-03, along with the relevant
documents, either electronically or otherwise as may be notified by the
Commissioner.

2. A certified copy of the decision or order appealed against shall be
submitted within seven days of filing the application under sub-rule (1)
and an appeal number shall be generated by the Appellate Authority or
an officer authorised by him in this behalf.

Appeal to the Appellate Tribunal
1. An appeal to the Appellate Tribunal under subsection (1) of section 112

shall be filed along with the relevant documents either electronically or
otherwise as may be notified by the Registrar, in FORM GST APL-05,
on the common portal and a provisional acknowledgement shall be issued
to the appellant immediately.

2. A memorandum of cross-objections to the Appellate Tribunal under
sub-section (5) of section 112 shall be filed either electronically or
otherwise as may be notified by the Registrar, in FORM GST APL-06.

3. The appeal and the memorandum of cross objections shall be signed in
the manner specified in rule 26.

4. A certified copy of the decision or order appealed against along with
fees, as specified in sub-rule (5), shall be submitted to the Registrar
within seven days of filing of the appeal under sub-rule (1) and a final
acknowledgement, indicating the appeal number shall be issued thereafter
in FORM GST APL-02 by the Registrar:
Provided that where the certified copy of the decision or order is submitted
within seven days from the date of filing the FORM GST APL-05, the
date of filing of the appeal shall be the date of the issue of the provisional
acknowledgement and where the said copy is submitted after seven
days, the date of filing of the appeal shall be the date of the submission
of such copy.
Explanation: For the purposes of this rule, the appeal shall be treated as
filed only when the final acknowledgement indicating the appeal number is
issued.

5. The fees for filing of appeal or restoration of appeal shall be one thousand
rupees for every one lakh rupees of tax or input tax credit involved or
the difference in tax or input tax credit involved or the amount of fine,
fee or penalty determined in the order appealed against, subject to a
maximum of twenty-five thousand rupees.

6. There shall be no fee for application made before the Appellate Tribunal
for rectification of errors referred to in sub-section (10) of section 112.
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Application to the Appellate Tribunal

1. An application to the Appellate Tribunal under sub-section (3) of section
112 shall be made electronically or otherwise, in FORM GST APL-07,
along with the relevant documents on the common portal.

2. A certified copy of the decision or order appealed against shall be
submitted within seven days of filing the application under sub-rule (1)
and an appeal number shall be generated by the Registrar.

Production of Additional Evidence Before the Appellate Authority or
the Appellate Tribunal

1. The appellant shall not be allowed to produce before the Appellate
Authority or the Appellate Tribunal any evidence, whether oral or
documentary, other than the evidence produced by him during the course
of the proceedings before the adjudicating authority or as the case may
be, the Appellate Authority except in the following circumstances, namely:
(a) where the adjudicating authority or, as the case may be, the

Appellate Authority has refused to admit evidence which ought to
have been admitted; or

(b) where the appellant was prevented by sufficient cause from
producing the evidence which he was called upon to produce by
the adjudicating authority or, as the case may be, the Appellate
Authority; or

(c) where the appellant was prevented by sufficient cause from
producing before the adjudicating authority or, as the case may be,
the Appellate Authority any evidence which is relevant to any ground
of appeal; or

(d) where the adjudicating authority or, as the case may be, the
Appellate Authority has made the order appealed against without
giving sufficient opportunity to the appellant to adduce evidence
relevant to any ground of appeal.

2. No evidence shall be admitted under sub-rule (1) unless the Appellate
Authority or the Appellate Tribunal records in writing the reasons for its
admission.

3. The Appellate Authority or the Appellate Tribunal shall not take any
evidence produced under sub-rule (1) unless the adjudicating authority
or an officer authorised in this behalf by the said authority has been
allowed a reasonable opportunity–
(a) To examine the evidence or document or to cross-examine any

witness produced by the appellant; or
(b) To produce any evidence or any witness in rebuttal of the evidence

produced by the appellant under sub-rule (1).
4. Nothing contained in this rule shall affect the power of the Appellate

Authority or the Appellate Tribunal to direct the production of any
document, or the examination of any witness, to enable it to dispose of
the appeal.
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Order of Appellate Authority or Appellate Tribunal

1. The Appellate Authority shall, along with its order under sub-section
(11) of section 107, issue a summary of the order in FORM GST APL-
04 clearly indicating the final amount of demand confirmed.

2. The jurisdictional officer shall issue a statement in FORM GST APL-
04 clearly indicating the final amount of demand confirmed by the
Appellate Tribunal.

Appeal to the High Court

1. An appeal to the High Court under sub-section (1) of section 117 shall
be filed in FORM GST APL-08.

2. The grounds of appeal and the form of verification as contained in FORM
GST APL-08 shall be signed in the manner specified in rule 26.

Demand confirmed by the Court - The jurisdictional officer shall issue a
statement in FORM GST APL-04 clearly indicating the final amount of demand
confirmed by the High Court or, as the case may be, the Supreme Court.

Disqualification for Misconduct of an Authorised Representative

Where an authorised representative, other than those referred to in clause (b) or
clause (c) of sub-section (2) of section 116 is found, upon an enquiry into the
matter, guilty of misconduct in connection with any proceedings under the Act, the
Commissioner may, after providing him an opportunity of being heard, disqualify
him from appearing as an authorised representative.

3.7 MICELLANEUS PROVISIONS UNDER GST

Any advance tax ruling is a written interpretation of tax laws. It is issued by tax
authorities to corporations and individuals who request for clarification of certain
tax matters. An advance ruling is often requested when the taxpayer is confused
and uncertain about certain provisions. Advance tax ruling is applied for, before
starting the proposed activity.

For example, under income tax, advance ruling is available in international
taxation. This is to help non-residents ascertain the income-tax liability, plan their
income-tax in advance and avoid long drawn and costly legal disputes.

As per GST, the advance ruling is a written decision given by the tax
authorities to an applicant on questions relating to the supply of goods/services.

Meaning of Advance Ruling

Advance Ruling under GST means seeking clarifications from GST authority on
certain tax matters before starting the proposed activity. This helps to reduce
costly litigation.

An advance ruling is a written decision given by the tax authority to an
applicant on queries related to the supply of goods/services.
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Why is Advance Ruling under GST necessary?

The objective of any advance ruling, including under GST is to-
1. Provide certainty for tax liability in advance in relation to a future activity

to be undertaken by the applicant
2. Attract Foreign Direct Investment (FDI) – By clarifying taxation and

showing a clear picture of the future tax liability of the FDI. The clarity
and clean taxation will attract non-residents who do not want to get
involved in messy tax disputes.

3. Reduce litigation and costly legal disputes
4. Give decisions in a timely, transparent and inexpensive manner

When can one request for GST Advance Ruling?
Any taxpayer can request for advance ruling when he is uncertain of the provisions.
Advance tax ruling is applicable on –

(a) Classification of any goods and/or services under the Act
(b) Applicability of a notification which affects the rate of tax
(c) Determination of time and value of supply of goods/services
(d) Whether input tax credit paid (or deemed to be paid) will be allowed
(e) Determination of the liability to pay tax on any goods/services
(f) Whether the applicant has to be registered under GST
(g) Whether any particular thing done by the applicant regarding goods/

services will result in a supply.

Procedure on receipt of application

On receipt of an application, a copy will be forwarded to the prescribed officer
and he will furnish the necessary relevant records.

Process of Advance Ruling under GST

An advance ruling is first sent to Authority for Advance Ruling (Authority). Any
person unhappy with the advance ruling can appeal to the Appellate Authority for
Advance Ruling (Appellate Authority).

Check Your Progress

6. When can one request for GST Advance Ruling?
7. Explain the process of advance ruling under GST.

3.8 ANSWERS TO ‘CHECK YOUR PROGRESS’

1. What are the Features of the Composition Scheme?
Features of the Composition Scheme are given below:

1. Eligibility: Everyone is not eligible to enrol under this scheme. It
is only meant for the taxpayers whose aggregate turnover does not
exceed  ̀  75 lakh threshold in a Financial Year.
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2. Tax rate: The rate of tax as prescribed will be less than the regular
GST but not less than 1% of the turnover during the Financial Year.
The tax rates under the scheme are expected to be between 1%
and 3%.

3. Not eligible for Input Tax Credit:  As per section 16, the goods
and services on which the Composition Tax has been paid (under
section 8) do not qualify for the Input Tax Credit.

2. Explain the persons who cannot opt for the composition scheme.
(a) Supplier of service other than restaurant owners (Serving foods

and non-alcoholic drinks).
(b) Supplier of non-taxable goods.
(c) If the person is engaged in the inter-state supply of goods.
(d) Supplier supplying goods through E-commerce operator, who is

eligible to collect TCS.
3. Explain the steps to be taken by Job Worker.

They may have to take following steps.
Review of existing contracts as to –
(i) Processing structures and timings of completion of work
(ii) Valuation of processed goods
(iii) Respective obligations

4. Is there a time limit for the principal manufacturer to receive back the
goods?
Yes. The principal manufacturer must receive the goods back within the
following period:
1. Capital Goods- 3 years from effective date
2. Input Goods- 1 year from effective date

5. What happens if the goods are not received within the specified time?
In case goods are not received within the period as mentioned above,
such goods will be deemed as supply from effective date. The principal
manufacturer will have to pay tax will on such deemed supply.

6. When can one request for GST Advance Ruling?
Any taxpayer can request for advance ruling when he is uncertain of the
provisions. Advance tax ruling is applicable on –
(a) Classification of any goods and/or services under the Act
(b) Applicability of a notification which affects the rate of tax
(c) Determination of time and value of supply of goods/services
(d) Whether input tax credit paid (or deemed to be paid) will be allowed

7. Explain the process of advance ruling under GST.
An advance ruling is first sent to Authority for Advance Ruling (Authority).
Any person unhappy with the advance ruling can appeal to the Appellate
Authority for Advance Ruling (Appellate Authority).
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3.9 SUMMARY

GST composition scheme is a tax paying mechanism offered to small
businesses. When compared to normal GST filing, the composite scheme
offers two main benefits: reduced paperwork and compliance, and lower
tax liability. For instance, normal tax payers need to submit 3 monthly
GST returns (GST-1, GST-2, and GST-3) and one annual return (GST
9). However, if you’ve applied for the composition scheme GST, filing
gets easier as you need to file just one quarterly return (GSTR 4), and
one annual return (GSTR 9A)
A manufacturer may send out his goods to a job worker for initial process,
intermediate process, assembly, packing or any other completion process
and later supply such goods to its customers or use in any other
manufacturing process accompanied by its own. The goods sent for job
work maybe raw material, component parts, semi-finished goods and
even finished goods. The resultant goods could be with same
characteristics or with variation of the product send for job work.
Any advance tax ruling is a written interpretation of tax laws. It is issued
by tax authorities to corporations and individuals who request for
clarification of certain tax matters. An advance ruling is often requested
when the taxpayer is confused and uncertain about certain provisions.
Advance tax ruling is applied for, before starting the proposed activity.

3.10 KEY TERMS

Job Work: Job work means processing or working on raw materials
or semi-finished goods supplied by the principal manufacturer to the job
worker.
Exemption: An exemption is a deduction allowed by law to reduce the
amount of income that would otherwise be taxed. The Internal Revenue
Service (IRS) offers two types of exemptions.
Agriculturists: An agriculturist is a person who supplies the products
out of his cultivation land. They will be given exemptions from GST
Registration. Agro-inputs like fertilizers, seeds, irrigation (electricity is
required), machinery and all other agricultural services are also exempted
under GST regime.
Goods: Goods means every kind of movable property other than money
and  securities but includes actionable claim, growing crops, grass and
things attached to or forming part of the land which are agreed to be
severed before supply or under a contract of supply.
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3.11 SELF-ASSESSMENT QUESTIONS AND
EXERCISES

Short Answer Questions
1. What do you mean by composition scheme?
2. What is reverse charge?
3. What is aggregate turnover?
4. State any two benefits of composition scheme.
5. What is Job work?
6. Give the meaning of exemptions?
7. What is exempted suppliers?
8. What are the threshold exemption limit?
9. List any four zero rated supplies.

10. What do you mean by appeals?
11. Give the meaning of revision.
12. What do you mean by advance ruling?

Long Answer Questions
1. What are the scope and features of composition scheme?
2. Explain the applicability of composition scheme.
3. What are the benefits of Composition Scheme in GST?
4. Explain the various situation of reverse charge on GST law.
5. Explain the provision of reverse charge on GST law.
6. Write short note on examption under GST.
7. Mention any five product exempted under GST.
8. Mention the goods list which have zero percent GST.
9. Listout any ten goods have 5% GST.

10. Listout any ten services are exempted from GST.
11. Write note on appeal to appellate authority.
12. What is the application of appeal to appellate authority?
13. Write note on appeal to appellate tribunal.

3.12 FURTHER READING

1. Dr. R. G. Saha and Dr. Usha Devi, 2021, Goods and Services Tax,
Himalaya Publishing House Pvt. Ltd.

2. Dr. Anil Kumar, 2018, GST concepts and Application, Himalaya
Publishing House Pvt. Ltd.

3. Datey V. S. GST Ready Reckoner, Taxman Publicaton, New Delhi.
Ashish Koolwal, Goods and Services Tax, 2017, Commercial Law
Publication.

4. 7 Lecturers , 2021, Goods and Services Tax, Vision Books House.
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4.8 Zero Rated Supply
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4.0 INTRODUCTION

As provided for in Article 279A of the Constitution, the Goods and Services Tax
Council (the Council) was notified with effect from 12th September, 2016. The
Council is comprised of the Union Finance Minister (who will be the Chairman of
the Council), the Minister of State (Revenue) and the State Finance/Taxation
Ministers as members. It shall make recommendations to the Union and the States
on the following issues: (a) the taxes, cesses and surcharges levied by the Centre,
the States and the local bodies which may be subsumed under GST; (b) the goods
and services that may be subjected to or exempted from the GST; (c) model GST
laws, principles of levy, apportionment of IGST and the principles that govern the
place of supply; (d) the threshold limit of turnover below which the goods and
services may be exempted from GST; (e) the rates including floor rates with bands
of GST; (f) any special rate or rates for a specified period to raise additional
resources during any natural calamity or disaster; (g) special provision with respect
to the North- East States, J&K, Himachal Pradesh and Uttarakhand; and (h) any
other matter relating to the GST, as the Council may decide

Dual GST
Many countries in the world have a single unified GST system, i.e. single tax
applicable throughout the country. However, in federal countries like Brazil and
Canada, a dual GST system is prevalent whereby GST is levied by both the
federal and state or provincial governments. In India, a dual GST is proposed
whereby a Central Goods and Services Tax (CGST) and a State Goods and
Services Tax (SGST) will be levied on the taxable value of every transaction of
supply of goods and services.
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Impact on Prices of Goods and Services
The GST is expected to foster increased efficiencies in the economic system thereby
lowering the cost of supply of goods and services. Further, in the Indian context,
there is an expectation that the aggregate incidence of the dual GST will be lower
than the present incidence of the multiple indirect taxes in force.  Consequently,
the implementation of the GST is expected to bring about, if not in the near term
but in the medium to long term, a reduction in the prices of goods and services.
The expectation is that the dealers would start passing on the benefit of the reduced
tax incidence to the customers by way of reduced prices. As regards services, it
could be that their short term prices would go up given the expectation of an
increase in the tax rate from the present 10% to approximately 14% to 16%.

4.1 OBJECTIVES

After going through this unit, you will be able to:
Explain the concept of IGST
Discuss the important terms and definition of IGST Act, 2017
Describe the levy and collection of IGST
Examine the principle for determining the place of supply
Discuss the zero related supply

4.2 IGST ACT

An Act to make a provision for levy and collection of tax on inter-State supply of
goods or services or both by the Central Government and for matters connected
therewith or incidental thereto.

The Integrated Goods and Services Tax Bill was introduced in Lok-Sabha
on March 27, 2017.  The Bill provides for the levy of the Integrated Goods and
Services Tax (IGST) by the center on inter-state supply of goods and services.

1. Existing CST (Central state tax, tax on interstate movement of goods)
shall be discontinued.

2. The center will levy IGST in the case of (i) inter-state supply of goods
and services, (ii) imports and exports and (iii) supplies to and from special
economic zones. Supply includes sale, transfer, exchange and lease made
for a consideration to further a business. In addition, IGST will be levied
on any supply which will not fall under the purview of the Central and
State GST Acts.

3. The IGST revenue collected by the center will be apportioned between
the center and to the state where the supply of goods or services was
received. The collected revenue will be apportioned to the center at tax
rate specified in the CGST Act. The rest will be apportioned to the state.

4. IGST is intermediary tax mainly on B2B transactions. It is not envisaged
as final tax, since input tax credit of IGST will be available to recipient in
another state.
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5. If IGST is paid on B2C transaction, the state where goods/services/
both are consumed will get their share of SGST.

6. IGST rate is double the CGST rate and will be uniform all over India
7. Since ITC of SGST shall be allowed, the Exporting State will transfer to

the Centre the credit of SGST used in payment of IGST. The Importing
dealer will claim credit of IGST while discharging his SGST liability
(while selling the goods in state itself). Thereafter, the Centre will transfer
to the importing State the credit of IGST used in payment of SGST.

8. The relevant information shall be submitted to the Central Agency which
will act as a clearing house mechanism, verify the claims and inform the
respective state governments or central government to transfer the funds.

9. The provisions of the CGST Act with respect to registration, valuation,
time of supply of goods and services, returns, refunds, prosecution,
appeals will be applicable to the IGST Act.

10. IGST will be payable on inter-state stock transfers, branch transfers
etc.

List of All Sections of IGST Act 2017

Section No Section Name
Section 1 Short title, extent and commencement.
Section 2 Definitions
Section 3 Appointment of officers
Section 4 Authorization of officers of State tax or Union territory

tax as proper officer in certain circumstances
Section 5 Levy and collection
Section 6 Power to grant exemption from tax.
Section 7 Inter-State supply.
Section 8 Intra-State supply
Section 9 Supplies in territorial waters.
Section 10 Place of supply of goods other than supply of goods

imported into, or exported from India.
Section 11 Place of supply of goods imported into, or

exported from India.
Section 12 Place of supply of services where location of supplier and

recipient is in India.
Section 13 Place of supply of services where location of supplier

or location of recipient is outside India.
Section 14 Special provision for payment of tax by a supplier of

online information and database access or
retrieval services.

Section 15 Refund of integrated tax paid on supply of goods to
 tourist leaving India.
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Section 16 Zero rated supply
Section 17 Apportionment of tax and settlement of funds.
Section 18 Transfer of input tax credit.
Section 19 Tax wrongfully collected and paid to Central

Government or State Government
Section 20 Application of provisions of Central Goods

and Services Tax Act.
Section 21 Import of services made on or after the appointed day
Section 22 Power to make rules.
Section 23 Power to make regulations.
Section 24 Laying of rules, regulations and notifications
Section 25 Removal of difficulties.

4.3 SCOPE OF IGST

The Integrated Goods and Services Tax Bill was introduced in Lok Sabha on
March 27, 2017.  The Bill provides for the levy of the Integrated Goods and
Services Tax (IGST) by the centre on inter-state supply of goods and services.

1. Levy of IGST: The centre will levy IGST in the case of (i) inter-state
supply of goods and services, (ii) imports and exports, and (iii) supplies
to and from special economic zones.  Supply includes sale, transfer,
exchange and lease made for a consideration to further a business.  In
addition, IGST will be levied on any supply which will not fall under the
purview of the Central and State GST Acts.

2. Apportionment of IGST revenue: The IGST revenue collected by
the centre will be apportioned between the centre and to the state where
the supply of goods or services was received. The collected revenue
will be apportioned to the centre at tax rate specified in the CGST Act.
The rest will be apportioned to the state.

3. Place of supply of goods: The Bill provides separate rules for goods
and services to determine the place (state) of their supply. In cases
where a good has been physically moved, the place of supply will be
the final destination of the good.  In other cases, the place of supply will
be where the goods is received by the recipient.

4. Place of supply of services: Provisions with respect to determining
the place of supply of services vary depending upon the nature of
services. For example, place of supply for immovable property (such
as architects designing a building), will be the location of the immovable
property.  Specific provisions have also been made for supply of services
such as catering, sporting events, transportation of goods, advertisement,
telecommunications, among others.

5. Input tax credit: Every taxpayer while paying taxes on output may
take credit for taxes paid earlier by the supplier on inputs. However,
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this will not be applicable on supplies related to: (i) motor vehicles when
used for personal consumption, (ii) supply of food, health services, etc.
unless they are further used to make a supply.

6. Application of provisions of CGST: The provisions of the CGST Act
with respect to registration, valuation, time of supply of goods and
services, returns, refunds, prosecution, appeals will be applicable to the
IGST Act.

4.4 IMPORTANT TERMS AND DEFINITIONS
OF IGST

As per Section 2(105) of the Central Goods and Services Tax (CGST) Act,
2017,  the term “supplier” in relation to any goods or services or both, shall mean
the person supplying the said goods or services or both and shall include an agent
acting as such on behalf of such supplier in relation to the goods or services or
both supplied.

Types of Suppliers

The types of suppliers are as follows:
1. Manufacturers and Vendors
These are the companies that research, develop and actually produce the finished
product ready for purchase. Manufacturers and vendors are the source of the
supply chain. Distributors, wholesalers, resellers and retailers who purchase goods
from manufacturers and vendors benefit from the cheapest prices because no
other companies have added their margin to cost of the goods yet.
2. Wholesalers and Distributors
These suppliers are companies that buy in bulk from several manufacturers or
vendors. They warehouse the goods for reselling to smaller local distributors,
wholesalers and retailers. Distributors and wholesalers may also supply larger
quantities to organizations or government departments directly. A genuine wholesale
supplier will require your VAT or Tax ID number. This distinguishes them from
discount retailers and resellers who market, particularly online, as wholesalers.
3. Affiliate Merchants
An affiliate merchant is a supplier that wishes to drive traffic to their website or
sales of their product through banner ads and links placed throughout a network
of affiliates. Merchants will normally pay affiliates a commission for every visit to
the website or every sales conversion.
4. Franchisors
A franchisor is a business owner and will grant a licence to an individual, which
allows them to develop their own business using the trademark, name, know-how
and business systems of the franchisor which includes suppliers and often at better
pricing than an individual could get themselves.
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5. Importers and exporters
These suppliers will purchase products from manufacturers in one country and
either export them to a distributor in a different country, or import them from an
exporter into their country. Some may travel abroad to buy direct from suppliers
in another country.
6. Independent crafts people
These are normally manufacturers of products they have designed or produced
on smaller unique scales of economy and will usually sell direct to retailers or the
end consumer through agents or trade shows.
7. Drop shippers
These are suppliers of products from single or multiple companies that will deliver
direct to the buyer once they have made the purchase from your business. This
can be cost effective as it eliminates the need for storage or display of the items for
sale.

Goods

As per Section 2(52) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “goods” means every kind of movable property other than money and
securities but includes actionable claim, growing crops, grass and things attached
to or forming part of the land which are agreed to be severed before supply or
under a contract of supply.

Input Service Distributor
As per Section 2(61) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “Input Service Distributor” means an office of the supplier of goods or
services or both which receives tax invoices  towards the receipt of input services
and issues a prescribed document for the purposes of distributing the credit of
Central tax, State tax, integrated tax or Union territory tax paid on the said services
to a supplier of taxable goods or services or both having the same Permanent
Account Number as that of the said office.

Registration under GST

An ISD is required to obtain a separate registration. The registration is mandatory
and there is no threshold limit for registration for an ISD. Businesses who are
already registered as an ISD under the existing regime (i.e., under Service Tax),
will be required to obtain a new ISD registration under GST. This is because the
existing ISD registration will not be migrated to the GST regime.

Businesses who are already registered as an Input Service Distributor under
the existing regime (i.e., under Service Tax), will be required to obtain a new ISD
registration under GST.

Manner of Distribution

Under GST, on an intrastate transaction, CGST and SGST will be applicable. In
case of transaction within a union territory, CGST and UTGST will be applicable.
IGST will be applicable in case of interstate transactions and imports. The following
are the scenarios of distribution of credit by an ISD:
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(i) ISD and the recipient of credit are located in the same state.
(ii) ISD and the recipient of credit are located in different states.
(iii) The unit to which the input tax credit is distributed is referred to as the

‘recipient of credit’.

Job Work

As per Section 2(68) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “job work” means any treatment or process undertaken by a person on
goods belonging to another registered person and the expression “job worker”
shall be construed accordingly.

A manufacturer may send out his goods to a job worker for initial process,
intermediate process, assembly, packing or any other completion process and
later supply such goods to its customers or use in any other manufacturing process
accompanied by its own. The goods sent for job work maybe raw material,
component parts, semi-finished goods and even finished goods. The resultant goods
could be with same characteristics or with variation of the product send for job
work

Valuation

The value of supply of goods or services in a case where the consideration is
wholly in money, transaction value shall be considered for payment of tax, with
various inclusions prescribed in the valuation provisions.
Certain inclusions in the valuation are as follows:

(i) Any taxes, duties, cesses, fees and charges levied under any statute,
other than SGST/UTGST/CGST/IGST.

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

(iii) Incidental expenses.
(iv) Interest or late fee or penalty for late payment of any consideration of

supply.
(v) Subsidies directly linked to the price excluding subsidies provided by

the Central and State Governments.

Manufacture

As per Section 2(72) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “manufacture” means processing of raw material or inputs in any manner
that results in emergence of a new product having a distinct name, character and
use and the term “manufacturer” shall be construed accordingly.

Input Tax

As per Section 2(62) of the Central Goods and Services Tax (CGST) Act, 2017,
unless the context otherwise requires, the term “input tax” in relation to a registered
person, means the central tax, State tax, integrated tax or Union territory tax charged
on any supply of goods or services or both made to him and includes:
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(a) The integrated goods and services tax charged on import of goods.
(b) The taxes payable on reverse charge basis but does not include the tax

paid under the composition levy.

Input Tax Credit

As per Section 2(63) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “input tax credit” means the credit of input tax.

Input Tax Credit under GST - Conditions to Claim
A registered person will be eligible to claim Input Tax Credit (ITC) on fulfillment
of the following conditions:

1. Possession of a tax invoice or debit note or document evidencing
payment.

2. Receipt of goods and/or services.
3. Goods delivered by supplier to other person on the direction of registered

person against a document of transfer of title of goods.
4. Furnishing of a return.
5. Where goods are received in lots or installments ITC will be allowed to

be availed when the last lot or installment is received.
6. If supplier fails to supply goods and/or services within 180 days from

the date of invoice, ITC already claimed will be added to output tax
liability.

7. No ITC will be allowed if depreciation has been claimed on tax
component of a capital good.

8. If invoice or debit note is received after
(a) The due date of filing return for September of next financial year.

or
(b) Filing annual return.

9. Common credit of ITC used commonly for
(a) Effecting exempt and taxable supplies.
(b) Business and non-business activity.
Credit will be allowed according to the RULES

Person

As per Section 2(84) of the Central Goods and Services Tax (CGST) Act, 2017,
unless the context otherwise requires, the term “person” includes -

(a) An individual
(b) A Hindu Undivided Family
(c) A company
(d) A firm
(e) A Limited Liability Partnership
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(f) An association of persons or a body of individuals, whether incorporated
or not, in India or outside India

(g) Any corporation established by or under any Central Act, State Act or
Provincial Act or a Government company as defined in clause (45) of
section 2 of the Companies Act, 2013

(h) Anybody corporate incorporated by or under the laws of a country
outside India

(i) A co-operative society registered under any law relating to co-operative
societies

(j) A local authority
(k) Central Government or a State Government
(l) Society as defined under the Societies Registration Act, 1860

(m) Trust
(n) Every artificial juridical person, not falling within any of the above.

Place of Business
As per Section 2(85) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “place of business” includes –

(a) A place from where the business is ordinarily carried on, and includes a
warehouse, a godown or any other place where a taxable person stores
his goods, supplies or receives goods or services or both or

(b) A place where a taxable person maintains his books of account or
(c) A place where a taxable person is engaged in business through an agent,

by whatever name called.

Works Contract

As per Section 2(119) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “works contract” means a contract for building, construction, fabrication,
completion, erection, installation, fitting out, improvement, modification, repair,
maintenance, renovation, alteration or commissioning of any immovable property
wherein transfer of property in goods (whether as goods or in some other form) is
involved in the execution of such contract.

Works contracts consist of three kinds of taxable activities as per the current
law. It involves supply of goods as well as supply of services. If a new product is
created during the works contract, then such manufacture becomes a taxable event.

Non-Resident Person
As per Section 2(77) of the Central Goods and Services Tax (CGST) Act, 2017,
the term “non-resident taxable person” means any person who occasionally
undertakes transactions involving supply of goods or services or both, whether as
principal or agent or in any other capacity, but who has no fixed place of business
or residence in India.
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Registration Procedure for a Non-Resident Taxable Person

Every person or business that falls under the definition covered above needs to
apply for registration at least five days prior to the commencement of business.
Further clarification has been provided in case of a high-sea sale; the law says that
every person who makes a supply from the territorial waters of India shall obtain
registration in the coastal state or Union territory where the nearest point of the
appropriate baseline is located.

High Sea Sale (HSS) is a sale carried out by the carrier document consignee
to another buyer while the goods are still being transported, or after their dispatch
from the port/airport of origin and before their arrival at the port/airport of
destination.

Thus, if any high-sea sale is carried out near the shore of Mumbai, the GST
registration has to be obtained in the state of Maharashtra.

Export of Goods/Services

Export of goods and services are zero rated i.e. GST is not payable on export of
goods and services but still input tax credit is available.
Following transactions are treated as deemed exports:

1. Supply of goods against international competitive bidding or power
project from which power supply has been tied up through tariff based
competitive bidding or to a power project awarded to a developer
through tariff based competitive biddings.

2. Supply of goods and services to United Nations or an international
organization for their official use or supplied to projects.

3. Supply of goods and services for use of foreign diplomatic missions or
consular missions or career counseling offices or diplomatic agents.

4. Supplies made for setting up of solar power generation projects or
facilities.

If these are notified, input tax credit will be available, which can be utilized
for payment of GST on domestic supplies. If such utilization is not possible, refund
provision is likely to be made.

Import of Goods/Services
As per the Model GST Law, GST will subsume Countervailing Duty(CVD) and
Special Additional Duty (SAD), however, Basic Customs Duty will continue to
do its round in the import bills. BCD has been kept outside the purview of GST
and will be charged as per the current law only.

Impact of GST on Imports

Below are some of the implications for imports and importers by virtue of GST
implementation in India:

Import as Inter-State Supply: Import into India will be considered as
Inter-State supply under Model GST Law and accordingly will attract Integrated
Goods and Services Tax (IGST) along with BCD and other surcharges.
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Import of Services: Model GST law accord liability of payment of tax on
the service receiver, if such services are provided by a person residing outside
India. This is similar to the current provision of reverse charge, wherein service
receiver is required to pay tax and file return.

Transaction Value based Valuation Principal: Model GST law has
borrowed the concept of transaction value based valuation principal from current
customs law for charging GST.

Refund of Duty: Under the new law, tax paid during import will be available
as a credit under “Import and Sale” model, whereas no such credit is available
presently. Also refund of SAD which is available now, after doing specific
compliance, no such restrictions are placed under GST.

Withdrawal of Current Exemptions: The current customs import tariff is
loaded with multiple exemption notifications which are likely to reviewed and
possibly withdrawn or converted into a refund mechanism. This could mean change
in the structure of export-linked duty exemption schemes under the FTP where
the duty exemptions may get limited to exemption from payment of BCD, while
IGST may not be exempted. Withdrawal of exemptions or changing them to refund
mechanism could fundamentally change the attractiveness and viability of some of
the key schemes under the FTP like EOU, STP, Advance authorization etc.

Intermediary

As per Section 2(13) of the Integrated Goods and Services Tax (IGST) Act,
2017, the term “intermediary” means a broker, an agent or any other person, by
whatever name called, who arranges or facilitates the supply of goods or services
or both, or securities, between two or more persons, but does not include a person
who supplies such goods or services or both or securities on his own account.

Location of Supplier of Service

As per Section 2(71) of the Central Goods and Services Tax (CGST) Act,
2017, the term “location of the supplier of services” means -

(a) Where a supply is made from a place of business for which the
registration has been obtained, the location of such place of business.

(b) Where a supply is made from a place other than the place of business
for which registration has been obtained (a fixed establishment elsewhere),
the location of such fixed establishment.

(c) Where a supply is made from more than one establishment, whether the
place of business or fixed establishment, the location of the establishment
most directly concerned with the provisions of the supply.

(d) In absence of such places, the location of the usual place of residence of
the supplier.

As per Section 2(14) of the Integrated Goods and Services Tax (IGST)
Act, 2017, unless the context otherwise requires, the term “location of the
recipient of services” means -

(a) Where a supply is received at a place of business for which the registration
has been obtained, the location of such place of business.
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(b) Where a supply is received at a place other than the place of business
for which registration has been obtained (a fixed establishment elsewhere),
the location of such fixed establishment.

(c) Where a supply is received at more than one establishment, whether the
place of business or fixed establishment, the location of the establishment
most directly concerned with the receipt of the supply.

(d) In absence of such places, the location of the usual place of residence of
the recipient.

Location of Recipient of Service

As per Section 2(70) of the Central Goods and Services Tax (CGST) Act,
2017, the term  “location of the recipient of services” means -

(a) Where a supply is received at a place of business for which the
registration has been obtained, the location of such place of business.

(b) Where a supply is received at a place other than the place of business
for which registration has been obtained (a fixed establishment elsewhere),
the location of such fixed establishment.

(c) Where a supply is received at more than one establishment, whether the
place of business or fixed establishment, the location of the establishment
most directly concerned with the receipt of the supply.

(d) In absence of such places, the location of the usual place of residence of
the recipient.

As per Section 2(14) of the Integrated Goods and Services Tax (IGST)
Act, 2017, unless the context otherwise requires, the term “location of the
recipient of services” means —

(a) Where a supply is received at a place of business for which the
registration has been obtained, the location of such place of business.

(b) Where a supply is received at a place other than the place of business
for which registration has been obtained (a fixed establishment elsewhere),
the location of such fixed establishment.

(c) Where a supply is received at more than one establishment, whether the
place of business or fixed establishment, the location of the establishment
most directly concerned with the receipt of the supply.

(d) In absence of such places, the location of the usual place of residence of
the recipient.

Check Your Progress

1. Explain the import as Inter-State Supply.
2. Write short note on import of Services.



IGST

NOTES

203
Self-Instructional

Material

4.5 LEVY AND COLLECTION OF IGST

Levy and collection as per IGST Act, 2017
U/s 5(1) of IGST Act, 2017 there shall be levied a tax –
Called the Integrated Goods and Services Tax (IGST);
On all the inter-state supplies of goods or services or both, except on supply

of alcoholic liquor for human consumption;
On the value determined u/s 15 of CGST Act, 2017; and
At such a rate (maximum 40%) as notified by the Central Government on

recommendation of GST Council; and
Collected in such a manner as may be prescribed; and
Shall be paid by the taxable person.
Provided further that IGST will be imposed on goods/ services imported

into India.
U/s 5(2) of IGST Act, 2017, the CGST of following supply shall be levied

with the effect from such date as notified by the Central Government on
recommendation of GST Council-

Petroleum crude
High speed diesel
Motor spirit (commonly known as petrol)
Natural gas
Aviation turbine fuel
U/s 5(3), IGST is to be paid on reverse charge basis by the recipient on

notified goods/ services or both (liability to pay tax by the recipient of supply of
goods/ services rather than supplier of goods/ services under forward charge).

U/s 5(4), IGST on taxable inter-state supply of goods/ services to registered
supplier in respect of specified categories of goods or services or both received
from unregistered supplier is to be paid on reverse charge basis by the recipient.

U/s 5(5), E-Commerce operator is liable to pay CGST on notified inter-
state supplies.

4.6 PRINCIPLES OF DETERMINING THE
PLACE OF SUPPLY

Value of Taxable Supply (Section 15)

Every fiscal statute makes provision for the determination of value as tax which is
normally payable on ad-valorem basis. In GST also, tax is payable on ad-valorem
basis i.e. percentage of value of the supply of goods or services. Section 15 of the
CGST Act and Determination of Value of Supply, CGST Rules, 2017 contain
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provisions related to valuation of supply of goods or services made in different
circumstances and to different persons.

Transaction Value [Section 15(1)]

Under GST law, taxable value is the transaction value i.e. price actually paid or
payable, provided the supplier & the recipient are not related, and price is the sole
consideration. In most of the cases of regular normal trade, the invoice value will
be the taxable value. However, to determine value of certain specific transactions,
Determination of Value of Supply rules have been prescribed in CGST Rules,
2017.

 Compulsory Inclusions [Section 15(2)]
Any taxes, fees, charges levied under any law other than GST law, expenses
incurred by the recipient on behalf of the supplier, incidental expenses like
commission & packing incurred by the supplier, interest or late fees or penalty for
delayed payment and direct subsidies (except government subsidies) are required
to be added to the price (if not already added) to arrive at the taxable value.

Check Your Progress

3. What are the Transaction Value based Valuation Principel?
4. Describe in brief the withdrawal of Current Exemptions.

4.7 PRACTICAL PROBLEMS ON SUPPLY

Illustration 8: (Calculation of Assessable value)

Bakuladevi purchased goods and made payment of ̀  1,000 (inclusive of GST) to
Mr. Vishwanath. If rate of SGST @ 9%, CGST @ 9%, then what will be assessable
value?

Solution:
Let, assessable value exclusive of GST = 100

Add: CGST        9
Add: SGST        9
Assessable value inclusive of GST = 118
Assessable value exclusive of GST = 1,000 × 100/118

            =  ` 847.45

Illustration 9: (Calculation of Assessable value)

Mr. Suman purchased goods and made payment of ̀  5,00,000 (inclusive of GST)
to Mr. Amit. If rate of SGST @ 6%, CGST @ 6%, then what will be assessable
value?



IGST

NOTES

205
Self-Instructional

Material

Solution:

Let, assessable value exclusive of GST     = 100
Add: CGST        6
Add: SGST        6
Assessable value inclusive of GST =  112
Assessable value exclusive of GST = 5,00,000 × 100/112

=  ` 4,46,428.57
= ` 4,46,429 (roundoff)

Illustration 10: (Calculation of GST liability)
Vijay’s Ltd. is into business of electronic items. From the following supplies made
in the month of March 2020, determine GST liability. GST rates on goods are
subject to 28% and services at 18%.

Sale of Air conditioner bearing HSN code 8415 ` 4,00,000
Transportation charges ` 50,000
Annual Maintenance Service ` 1,50,000
Spare parts supplied along with AMC services ` 40,000

Solution:

Both goods and services are Composite supply. Hence GST applicable is
Goods = 4,50,000 × 28% = 1,26,000
Services = 1,90,000 × 18% = 34,200

Illustration 11: (Calculation of GST liability)

Chandrika Ltd is into manufacturing of FMC goods. Following are the invoices
raised in the month of February 2020.

(a) Invoice No.102 Supply of Moisturizer
(` 40,000), Delivery charges for
transportation ̀  5,000

(b) Invoice No. 103 Supply of Face Cream
(` 30,000), Moisturizer (` 40,000)
and Shampoo (` 30,000) at a
single offer price of ̀  85,000

Compute GST liability assuming rates are: Face cream 28%, Moisturizer
28%, Shampoo 18% and services at 18%.

Solution:

(a) Composite supply. Hence GST liability = 45,000 × 28% = 12,600
(b) Mixed supply as goods are sold at a single offer price.

GST liability = (85,000 × 28%) = 23,800
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Illustration 12: (Calculation of net GST payable)
Mr. Laxman supplies goods from Karnataka to Chennai and its value is  ̀  10,000.
The value of goods supplied by him within the state is ̀  1,10,000. The value of
receipt of goods within the state is ̀  10,000 and the value of goods received from
Chennai is ` 90,000. If IGST rate is 18%, SGST & CGST rate is 9% each,
calculate net GST payable.

Solution:

 Particulars CGST SGST IGST Total

Tax Payable Amount 9,900 9,900 1,800 21,600
(1,10,000 × 9%) (1,10,000 × 9%) (10,000 × 18%)

Less: Input Tax Credit
CGST 900 - - 900

(10,000
× 9%)

SGST - 900 - 900
(10,000

× 9%)
IGST 9,000 5,400 1,800 16,200

 (B/F) (90,000
× 18%)

Balance Payable Nil 3,600 Nil 3,600

Illustration 13: (Calculation of net IGST payable)
Prabhu Gupta, a registered dealer, submits the following information. Compute
net GST payable.

Raw material purchased from another state ̀  40,00,000
Raw material purchased within the state ̀  25,00,000
Pooja equipments purchased from another state ̀  20,00,000
High speed diesel purchased from another state ̀  20,00,000
Sale of goods within the state ̀  68,00,000
SGST & CGST rate on such sale is 9% each.

Solution:

 Particulars CGST SGST Total

Tax Payable Amount 6,12,000 6,12,000 12,24,000
(68,00,000 (68,00,000

× 9%) × 9%)
Less: Input Tax Credit
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CGST 2,25,000 - 2,25,000
(25,00,000

× 9%)
SGST - 2,25,000 2,25,000

(25,00,000
× 9%)

IGST 3,87,000 3,33,000 7,20,000
(40,00,000

×18%)

Balance Payable - 54,000 54,000

1. Pooja equipments purchased from another state is taxable at zero rate.
2. High speed diesel purchased from another state is free from GST.

Illustration 14: (Calculation of GST payable)
From the following particulars, calculate net GST payable (Assume CGST is 6%
& SGST is 6%).

Purchase of raw materials within the state ̀  10,500 (inclusive of GST @
5%), profit margin ̀  500, manufacturing expenses ̀  500, wages 500, storage
cost 500, consultation fees 500.

Solution:

 Particulars `

Purchase of raw materials 10,500
Less: GST paid on purchases  (10,500 × 5/105) 500
Purchase price excluding GST 10,000
Manufacturing expenses 500
Wages 500
Storage cost 500
Consultation fees 500
Cost price of the  goods 12,000
Add: Profit Margin 500
Transaction value 12,500
CGST Payable (12,500 × 6%) 750
SGST payable (12,500 × 6%) 750

Illustration 15: (Calculation of net GST payable)

Mr. Manjunath of Karnataka purchased goods from Mr. Venkatesh Babu of
Karnataka for ̀  8,55,000 including CGST @ 6% & SGST @ 6% in the month
of July, 2019. He incurred ` 2,50,000 as manufacturing expenses and added
30% profit on cost. Mr. Manjunath sold 80% of the goods to Mr. Ramesh of
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Karnataka on 2.8.2019. Remaining 20% of the goods were transferred to his
branch in AP on 2.8.2019. Compute net GST payable.

Solution:
Calculation of Sale Value

Particulars `

Purchase of goods within the State (8,55,000 × 100/112) 7,63,393
Add: Manufacturing expenses 2,50,000
Total Cost 10,13,393
Cost of Goods Sold (10,13,393 × 80/100) 8,10,714
Add: Profit margin (8,10,714 × 30%) 2,43,214
Transaction value 10,53,928
Stock transfer outside state (10,13,393 × 20/100) 2,02,679

Calculation of Net Tax Payable

                                       Intra state sale    Stock transfer outside state
 Particulars CGST SGST IGST Total

Output Tax Payable Amt. 63,236 63,236 24,321 1,50,793
(10,53,928 (10,53,928 (2,02,679

× 6%) × 6%) × 12%)
Less: Input Tax Credit
CGST 45,803 - - 45,803

(763393
× 6%)

SGST - 45,803 - 45,803
(763393

× 6%)

Balance Payable 17,432 17,432 24,321 59,187

Illustration 16:

Miss Sanjana (Registered Dealer) is a trader in Mumbai and she purchased certain
goods from Karnataka for ` 2,00,000 and has paid IGST @ 12%. After
manufacturing she has sold half of the goods in the state of Maharastra for
`4,00,000 plus GST @ 12% and the rest of the products to a unit situated in SEZ
in Mumbai for ̀  3,00,000. Compute the net output tax payable.
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Solution:
Calculation of GST Payable

 Particulars CGST SGST IGST
Output Tax Payable Goods
sold to a unit the state 24,000 24,000 -
(4,00,000 × 12% × 1/2)
Goods sold to a unit of SEZ
situated in Mumbai - - -
Total (A) 24,000 24,000 -
Goods purchased from
Karnataka (2,00,000 × 12%) – 24,000
Total (B) - – 24,000
Balance tax payable or excess (A - B) 24,000 24,000 (24,000)
Less: Interhead set of CGST (24,000) - 24,000

Balance to be Payable or excess balance
available in electronic credit ledger - 24,000 -

Illustration 17: (Calculation of Net GST payable)
Mr. Anil Kumar manufactures 10,000 units of goods. He sold 5,000 units of goods
within the state, 3,000 units outside the state and the balance 2,000 units is stock
transfer outside the state. Goods were sold to wholesaler @ ` 250 per unit.
(Consider ITC is ̀  3,00,000 and ̀  1,50,000 for CGST and SGST respectively.
Compute net GST liability.

Note: Assume CGST is 9%, SGST is 9% and IGST is 18%.

Solution:

Computation of Net GST liability
 Particulars Intra state Stock Inter State Total

sales Transfer Sales
Quantity Sold 5,000 2,000 3,000 10,000
Price per unit 250 250 250   -
Value of Goods Sold 12,50,000 5,00,000 7,50,000 25,00,000
Tax Amount – CGST (9%) 1,12,500 – – 1,12,500
Tax Amount – SGST (9%) 1,12,500 – – 1,12,500
Tax Amount – IGST (18%) – 90,000 1,35,000 2,25,000

 Particulars CGST SGST IGST  Total

Tax Payable Amount 1,12,500 1,12,500 2,25,000  4,50,000
Less: Input Tax Credit
CGST 1,12,500 – 1,87,500 3,00,000

 (b/f)
SGST – 1,12,500 37,500 1,50,000

(b/f)

Balance Payable – - - -
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Illustration 18: (Calculation of transaction value and GST Payable)

Mistake Company manufactures 10,000 units of products and sold to a wholeseller
at ` 50 per unit. 20% trade discount is allowed to the whole-seller as per the
normal practice. What is the amount of GST payable if rate of GST is 18%.
(Assumed exclusive of GST)?

Solution:

Computation of Transaction Value and GST Payable

 Particulars `

Price of 10,000 units (10,000 × 50) 5,00,000
Less: Discount (5,00,000 × 20%) 1,00,000
Transaction value 4,00,000
SGST payable (4,00,000 × 9%) 36,000
CGST payable (4,00,000 × 9%) 36,000

Total GST Payable 72,000

Illustration 19: (Transaction value & GST Payable)

Compute the Transaction value of goods from the following information and GST
Payable by a dealer registered in Karnataka.

 Particulars `

Selling price (including IGST of ̀  2,000) 43,000
Following transactions are not included in the above price:
Freight charges paid by supplier charged separately 1,000
Normal secondary packing cost 1,500
Cost of durable and returnable packing 1,500
Insurance on freight paid by supplier charged separately 500
Trade discount (normal practice) 1,000
Rate of GST 18%

Solution:
Computation of Transaction Value and GST Payable

 Particulars ` `

Selling Price (excluding GST) 41,000
Add: Freight charges paid by suppliers 1,000

 Normal secondary packing cost 1,500
         Insurance on freight paid by supplier 500 3,000

44,000
Less: Trade Discount 1,000
Transaction Value 43,000
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SGST payable (43,000 × 9%) 3,870
CGST payable (43,000 × 9%) 3,870

Total GST Payable 7,740

 Note: Cost of durable and returnable packing are included on selling price.

Illustration 20: (Calculation of transaction value and GST Payable)

The provisions of GST Act, 2017. Compute the transaction value of goods from
the following information and GST payable.

Particulars  `

Selling price (including IGST of ̀  5,000)     80,000
Transactions are not included in the above price:
Secondary packing cost 3,000
Cost of special packing 2,000
Cost of durable and returnable packing 2,500
Freight charges paid by supplier charged separately 2,500
Insurance on freight paid by supplier charged separately   800
Trade discount 10% of transaction value
Rate of GST 18%

Solution:

Computation of Transaction Value and GST Payable

 Particulars ` `

Selling Price (80,000 – 5,000) 75,000
Add:
Secondary packing cost 3,000
Cost of special packing 2,000
Freight charges 2,500
Insurance on freight 800 8,300

83,300
Less: Trade Discount (83,300 × 10/110) 7,573
Transaction Value 75,727
SGST payable (75,727 × 9%) 6,815
CGST payable (75,727 × 9%) 6,815

Total GST Payable 13,630
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Note:
1. Secondary packing is includable to selling price it is an includable item.
2. Freight and insurance charges are includable under GST if it is paid by

supplier even though it is charged separately as it is considered as a
composite supply.

Illustration 21: (Calculation of transaction value and GST Payable)

Compute the amount of GST payable from a manufacture has prepared the invoice
as under:

Particulars `

Price of goods (excluding CGST at 9% and SGST at 9%) 5,00,000
Items not included in the above price:
Selling expenses 30,000
Publicity charges 40,000
Advertising charges 50,000
Loading & handling charges 11,000
Outward freight & insurance on buyer request 22,000

Discount at 10% on the price of the goods and shown in invoice.

Solution:

Computation of Transaction Value and GST Payable

 Particulars ` `

Price of goods 5,00,000
Add:
Selling expenses 30,000
Publicity charges 40,000
Advertising charges 50,000
Loading and handling charges 11,000
Outward freight & insurance on buyer request 22,000 1,53,000

6,53,000
Less: Discount (5,00,000 × 10%) 50,000
Transaction Value 6,03,000
SGST payable (6,03,000 × 9%) 54,270
CGST payable (6,03,000 × 9%) 54,270

Total GST Payable 1,08,540

Note: Rate of GST applicable to this product is 18% i.e., CGST 9% +
SGST 9%.
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Illustration 22: (Calculation of transaction value and IGST Payable)

Compute the Transaction value of taxable goods and IGST payable from the
following  information:

 Particulars `

Wholesale price of a product sold to Pune from a dealer in
Nagpur (including GST 12%) 1,94,400
Price is exclusive of the following:
Secondary packing cost  10,800
Cost of special secondary packing  16,200
Cost of durable and returnable packing  8,100
Freight 6,750
Insurance on freight 1,350
Trade discount 20,000

Solution:

Computation of Transaction Value and IGST Payable

 Particulars ` `

Whole sale price (excluding IGST)
(1,94,400 × 100/112) 1,73,571
Add:
Secondary packing cost 10,800
Cost of special secondary packing 16,200
Freight 6,750
Insurance on freight 1,350 35,100

2,08,671
Less: Trade discount 20,000
Transaction value 1,88,671

IGST payable (1,88,671 × 12%) 22,641

Notes:
1. The durable and returnable packing is not included as such packing is

not sold and is durable in nature.
2. IGST is applicable because the product is sold from a dealer in one

state to another state.
3. Transaction value does not include GST, Sales tax and other taxes.
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Illustration 23: (Calculation of Total cost of production & net GST
payable)

Ms. Shruthi enterprises, a registered dealer provides the following details for the
year ended 31.3.2020

1. Purchase of raw material within state (1500 units), inclusive of CGST@
6% & SGST @ 6% = 4,05,000

2. Interstate purchases of raw material, inclusive of IGST @ 12% =
3,06,000

3. Import of raw material = ̀  4,50,000
4. Sale of goods within the state ̀  10,92,000
5. Sale of exempted goods within the state ̀  2,25,000
6. Closing stock of 200 units of raw material purchased within the state as

on 31.3.2020.
Compute net GST payable.

Solution:

Calculation of Taxable Turnover

 Particulars `

Goods sold within the state 10,92,000
Sale of exempted goods Nil
Taxable turnover 10,92,000
Statement showing the details of purchases
Purchase of goods within the State (4,05,000 × 100/112) 3,61,607
Purchase of goods outside the State (3,06,000 × 100/112) 2,73,214
Import of raw materials 4,50,000

Calculation of  Net Tax Payable

     Intra state sale
 Particulars CGST SGST Total

Output Tax Payable
Amount 65,520 65,520 1,31,040

(10,92,000 (10,92,000
× 6%) × 6%)

Less: Input Tax Credit
CGST 21,696 - 21,696

(3,61,607
× 6%)
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SGST - 21,696 21,696
(3,61,607

× 6%)
IGST 43,824 42,962 86,786

Balance Payable Nil 862 862

Illustration 24: (Calculation of Total cost of production & Net GST
payable)

Ms. Swetha Limited (Registered dealer) situated in Pune has purchased raw material
from a local registered dealer for ̀  50,000 and paid consultation fees ̀  8,000,
spent storage cost ` 4,000, transportation cost ` 6,000, Wages ` 10,000 and
packaging cost ̀  12,480. Calculate Net GST payable, if she sells goods (locally)
at a profit is ̀  20,50,000. (Assume CGST is 6% & SGST is 6%).

Solution:
Calculation of Total Cost

 Particulars Amount

Cost of Raw material 50,000
Consultation fee 8,000
Storage cost 4,000
Transportation cost 6,000
Wages 10,000
Packaging cost 12,480
Total cost 90,480
Add: Profit margin 20,50,000

Transaction Value 21,40,480

Calculation of Net GST Payable

CGST (`) SGST (`)

Output Tax Liability 1,28,429 1,28,429
CGST (21,40,480 × 6%) = 1,28,429
SGST (21,40,480 × 6%) = 1,28,429
Less: Input tax credit
CGST (50,000 × 6%) = 3,000
SGST (50,000 × 6%) = 3,000 3,000 3,000

Tax payable amount 1,25,429 1,25,429
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Illustration 25: (Calculation of Total cost of production & Net GST
payable)

Mrs. Swomiya (Registered dealer) purchased goods ` 80,000 from a local
registered dealer. She paid legal fees of ` 5,000. Purchased plastic packaging
materials ̀  5,000, transportation cost ̀  5,000, wages ̀  5,000, other manufacturing
expenses ̀  5,000, consultation fees ̀  12,000. If CGST is 9% and SGST is 9%,
Calculate Net GST payable. She sold goods within the state at a profit of
` 20,33,000.

Solution:
Calculation of Total Cost

`

Goods purchased 80,000
Legal fees 5,000
Plastic packaging materials 5,000
Transportation cost 5,000
Wages 5,000
Other manufacturing expenses 5,000
Consultation fees 12,000
Total cost 1,17,000
Add: Profit margin 20,33,000

Transaction value 21,50,000

Calculation of Net GST Payable

 Particulars CGST (`) SGST (`)

Output Tax Liability 1,93,500 1,93,500
CGST (21,50,000 × 9%) = 1,93,500
SGST (21,50,000 × 9%) = 1,93,500
Less: Input tax credit
CGST (80,000 × 9%) = 7,200
SGST (80,000 × 9%) = 7,200 7,200 7,200

Tax Payable Amount 1,86,300 1,86,300

 Illustration 26: (Calculation of Net GST payable)

Shiva, a registered dealer had input tax credit balance for CGST and SGST `
75,000 and ` 1,05,000 respectively in respect of purchase of goods. He
manufactured 18000 liters of finished products. 2000 liters was normal loss in the
process. The final product was sold at uniform price of ̀  200 per liter as follows:



IGST

NOTES

217
Self-Instructional

Material

Goods sold within State 8000 liter.
Finished product sold in inter-State sale 6500 liter.
Goods sent on stock transfer to consignment agents outside the State
3500 liter.

Further, CGST and SGST rate on the finished product of dealer is 6% and
6% respectively. Further IGST rate is 12%. Calculate tax liability of SGST and
CGST to be paid after tax credit.

Solution:

Calculation of Output Tax

 Particulars Sales Within Stock Transfer Inter State Total
State Outside State Sales

Quantity Sold 8,000 3,500 6,500 18,000
Price per unit 200 200 200
Value of Goods Sold 16,00,000 7,00,000 13,00,000 36,00,000

Tax amount – CGST (6%) 96,000 – – 96,000
Tax amount – SGST (6%) 96,000 – – 96,000
Tax amount – IGST (12%) – 84,000 1,56,000 2,40,000

Calculation of Tax Payable

 Particulars CGST SGST IGST  Total

Tax Payable Amount 96,000 96,000 2,40,000 4,32,000
Less: Input Tax Credit
CGST 75,000 – - 75,000
SGST – 96,000 9,000 1,05,000

Balance Payable 21,000 – 2,31,000 2,52,000

Note:
(i) There would be no treatment for normal loss.
(ii) Input tax credit of CGST i.e. 75,000 is to be utilized for the payment of

CGST of ̀  75,000.
(iii) Input tax credit of SGST i.e. ̀  1,05,000 is to be utilized for the payment

of SGST of ̀  96,000 and the balance of ̀  9,000 is to be utilized for the
payment of IGST.

Illustration 27:

Miss Sanjana (Registered Dealer) is a trader in Mumbai and she purchased certain
goods from Karnataka for ` 2,00,000 and has paid IGST @ 12%. After
manufacturing she has sold half of the goods in the state of Maharastra for
` 4,00,000 plus GST @ 12% and the rest of the products to a unit situated in SEZ
in Mumbai for ̀  3,00,000. Compute the net output tax payable.
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Solution:
Calculation of GST Payable

 Particulars CGST SGST IGST

Output Tax Payable
Goods sold to a unit the state 24,000 24,000 -
(4,00,000 × 12% × 1/2)
Goods sold to a unit of SEZ
situated in Mumbai - - -
Total (A) 24,000 24,000 -
Goods purchased from Karnataka - – 24,000
(2,00,000 × 12%)
Total (B) - – 24,000
Balance tax payable or excess (A - B) 24,000 24,000 (24,000)
Less: Interhead set of CGST (24,000) - 24,000

Balance to be Payable or excess balance
available in electronic credit ledger - 24,000 -

Illustration 28: (Calculation of GST payable in case of composite
supply)

Mr. Ratul Roy, a dealer in Bangalore, entered a contract with a supplier in Mysore
to deliver a Machinery along with essential accessories. From the information,
determine the total amount of GST payable u/s 15 of the GST Act 2017.

 Particulars `

Price of machinery (excluding GST) 10,00,000
Installation expenses, charged separately in invoice 50,000
Insurance charges, charged separately in invoice 35,000
warranty charges, charged separately in invoice 28,000
Transport charges charged separately in invoice 5,000

Other information:
(i) Cash discount 5% on price of machinery was allowed as per terms of

contracts. Since full payment was received before dispatch of machinery.
(ii) Accessories were supplied (essential) along with machinery for ̀  20,000

and accessories are charged for tax at the rate of 5%.
(iii) GST rate on machinery is 18%.
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Solution:

Computation of Transaction Value and GST Payable

 Particulars ` `

Price of Machinery (excluding GST) 10,00,000
Add:
Installation expenses 50,000
Insurance charges 35,000
Warranty charges 28,000
Transport charges 5,000
Accessories supplied along with machinery 20,000 1,38,000

11,38,000
Less: Cash discount (10,00,000 × 5%) 50,000
Transaction Value 10,88,000
CGST payable (10,88,000 × 9%) 97,920
SGST payable (10,88,000 × 9%) 97,920

Total GST payable 1,95,840

Note: In case of composite supply, GST rate applicable for principal supply
i.e., machinery (18%) should be considered.

Illustration 29: (Calculation of Transaction Value)
Mr. Gopal Krishna submits the following information. Calculate the Transaction
Value.

Particulars `

Goods “U” purchased within the state
 (inclusive of GST @ 5%) 6,15,000
Goods “S” purchased within
(inclusive of GST @ 12%) 6,12,000
Goods “H” Purchased from registered
dealer at 12% GST 60,000
Goods “A” purchased in the local market from
unregistered dealer at 12% GST. 6,08,000
Goods “D” purchased within the state from
composite dealer at 5% GST 6,68,050
Goods “E” imported from HP excluding IGST @ 18% 60,000
Goods “V” purchased from AP inclusive of IGST @ 5%. 63,000
Goods “I” imported from Srilanka Including BCD and
excluding IGST @ 18%. 6,50,000
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Goods “N” imported from Thailand (inclusive
of BCD and GST @ 18%) 6,18,000
Labour charges 63,950

Mr. Gopal Krishna sold entire stock to Mr. Prashad at a profit of 16% on
the cost of production.

Solution:
Computation of Transaction Value

 Particulars `

Goods “U” purchased within the state (exclusive
GST to be taken) (6,15,000 × 100/105) 5,85,714
Goods “S” purchased within the state (exclusive
GST to be taken) (6,12,000 × 100/112) 5,46,428
Goods “H” Purchased from registered dealer
(exclusive GST to be taken) 60,000
Goods “A” purchased from unregistered dealer 6,08,000
Goods “D” purchased composite dealer 6,68,050
Goods “E” imported from HP (exclusive IGST to be taken) 60,000
Goods “V” purchased from AP (exclusive IGST
to be taken) (63,000 × 100/105) 60,000
Goods “I” imported from Srilanka (including BCD
and excluding  IGST to be taken) 6,50,000
Goods “N” imported from Thailand (including BCD
and excluding  IGST to be taken) (6,18,000 × 100/118) 5,23,729
Add:
Labor charges 63,950
Total Cost 38,25,871
Add: Profit 16% on cost (38,25,871 × 16%) 6,12,139

Transaction value 44,38,010

Illustration 30: (Calculation of Transaction Value)
Mr. Kumar submits the following information. Calculate the Transaction Value.

Preserved vegetables purchased within the state
(GST inclusive of @ 18%) ` 1,18,000
Shaving creams purchased from USA (excluding BCD
at 10% & GST at 28%) ` 1,28,000
Soups purchased from unregistered dealer for ` 80,000
rate of GST is 18%.
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Machine tools purchased from UK (including BCD at
10% and including GST at 18%) ` 1,18,000
Food mixes purchased from composite
dealer, rate of GST is 18% ` 5,00,000
Printed circuits purchased from Pakistan
including BCD at 10%
and excluding GST at 18% ` 4,00,000
Transportation cost is ` 2,00,000
Profit to manufacturer is   ` 80,000

Solution:
Computation of Transaction Value

 Particulars `

Preserved vegetables purchases within
the state (excluding 1,18,000 × 100/118) 1,00,000
Shaving creams purchased from USA (1,28,000 + 10% BCD) 1,40,800
Soups purchased from unregistered dealer 80,000
Machine tools purchased from UK (1,18,000 × 100/118) 1,00,000
Food mixes purchased from composite dealer 5,00,000
Printed circuits purchased from Pakistan 4,00,000
Add:
 Transportation cost 2,00,000
 Profit 80,000

Transaction value 16,00,800

Illustration 31:

Compute the Transaction value of goods from the following information and GST
Payable by a dealer registered in Karnataka.

 Particulars `

Selling price (including IGST of ̀  2,000) 43,000
Following transactions are not included in the above price:
Freight charges paid by supplier charged separately 1,000
Normal secondary packing cost 1,500
Cost of durable and returnable packing 1,500
Insurance on freight paid by supplier charged separately 500
Trade discount (normal practice) 1,000
Rate of GST 18%



IGST

NOTES

Self-Instructional
222 Material

Solution:
Calculation of Transaction Value and GST Payable

 Particulars `

Selling price (excluding GST) 41,000
Add: Freight charges paid by supplier charged separately 1,000
Normal secondary packing cost 1,500
Insurance on freight paid by supplier charged separately 500 3,000

44,000
Less: Discount 1,000
Transaction Value 43,000
CGST Payable (43,000 × 9%) 3,870
CGST Payable (43,000 × 9%) 3,870

7,740

Illustration 32: (Calculation of Net GST payable)

From the following information of Mr. Ramchandra for the month of July, 2017.
Calculate GST liability.

Purchases  from the local market (includes GST at 18%) 2,00,000
Direct cost incurred 25,000
Overheads cost 35,000
Goods sold at a margin of 8% on the cost of goods.
GST rate on sales 12%.

Solution:
Calculation of Transaction Value

 Particulars                        `

Purchases from the local market
(excluding GST 2,00,000 × 100/118) 1,69,492
Add:
Direct cost incurred 25,000
Overheads cost 35,000
Total Cost 2,29,492
Profit (2,29,492 × 8%) 18,359

Transaction Value 2,47,851
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Computation of GST Payable

 Particulars CGST SGST

OutPut Tax Payable
Goods sold with in the state
(2,47,851 × 12% × ½) 14,871 14,871
Total (A)14,871 14,871
Input Tax Credit
Purchases from the local market
(1,69,492 × 18% × ½) 15,254 15,254
Total (B)15,254 15,254
Balance tax payable or Excess (A – B) (383) (383)

Balance Payable (383) (383)

Illustration 33:

Mr. Gopal Rao (registered dealer) in Karnataka from the information as given
below:

(a) Raw material purchased from foreign market including custom duty paid
on imports @ 10% and exclusive of IGST at 12% is ̀  5,50,000.

(b) Raw material purchased from local market (including GST charged on
the material @ 5%) – ̀  2,30,000

(c) Raw material purchased from Odisha (including IGST @12%) –
` 45,000

(d) Transportation and insurance cost  – ̀  25,000
(e) Manufacturing expenses – ̀  3,50,000
(f) Materials purchased from a registered dealer who opted for composition

scheme under GST ̀  4,00,000. Rate of GST on this materials is 1%.
(g) Profit margin of a manufacturer is 10% on the selling price.

Mr. Gopal Rao sold 25% of the finished goods to a SEZ in Bangalore and
the balance to a dealer in Bangalore. GST rate on sale of such goods is 12%.
Compute the Net GST liability.

Solution:
Calculation of Transaction Value

 Particulars `

Raw material purchased from foreign market 5,50,000
Raw material purchased from local market
(2,30,000 × 100/105) 2,19,048
Raw material purchased from Odisha (45,000 × 100/112) 40,179
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Materials purchased from a registered dealer who opted for
composition scheme 4,00,000
Add:
Transportation and insurance cost 25,000
Manufacturing expenses 3,50,000
Total Cost 15,84,227
Add: Profit on Sales (15,84,227 × 10/90) 1,76,025

Transaction Value 17,60,252

Calculation of GST Payable

 Particulars CGST SGST IGST

Output Tax Payable
Sales to SEZ in Bangalore
(17,60,252 × 25% = 4,40,063 × 0%) - - -
Sales to a dealer in Bangalore
(17,60,252 × 75% = 13,20,189 × 6%) 79,211 79,211 -
Total (A) 79,211 79,211 -
Input Tax Credit
Purchased from foreign market
(5,50,000 × 12%) - - 66,000
Purchased from local market
(2,30,000 × 5%) 11,500 11,500 -
Purchased from Odisha (45,000 × 12%) - - 5,400
Total (B) 11,500 11,500 71,400
Balance tax payable (A - B) 67,711 67,711 (71,400)
Less: Inter head set-off of IGST towards
CGST & SGST (67,711) (3,689) 71,400

Balance Payable - 64,022 -

Illustration 34: (Calculation of Net GST payable)

From The Following particulars determine Net GST payable:
Idel Limited imports certain goods from USA, at Chennai port, at cost of

1,00,000 (dollars) FOB. The other details are as follows:
1. Packing charges  22,000(dollars)
2. Sea freight to Indian port 28,000(dollars)
3. Transit insurance 10,000(dollars)
4. Design and development charges paid to a consultant in USA by importer

9000 (dollars)
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5. Selling commission paid 5000(dollars)
6. Exchange rate  = 60 by CBEC
7. These goods are sold for ̀  40,00,000 in India
8. Basic custom duty =15%
9. IGST rate = 12%

Solution:
Calculation of Cost of Production

 Particulars Amount

FOB value of goods 1,00,000
Add: Sea freight charges 28,000
Add: Insurance transit 10,000
Add: Design and development 9,000
Add: Selling commission 5,000
Total CIF (dollars) 1,52,000
Total CIF (Rupees) (1,52,000 × 60) 91,20,000
Cost of Goods imported 91,20,000
Add: Basic Customs Duty @ 15% 13,68,000
Add: Education cess (13,81,680 × 2%) 27,360
Add: Secondary & higher education cess (13,81,680 × 1%) 13,680

Value of imported goods 1,05,29,040

Calculation of aggregate sale value

 Particulars Amount(`)

Sale Value 40,00,000

Net GST payable

 Particulars IGST (`)

Output tax (IGST) (40,00,000 × 12%) 4,80,000
Less: Input tax credit
IGST (1,05,29,040 × 12%) 12,63,485
Excess credit 7,83,485

Illustration 35: (Calculation of Net IGST payable)
Mrs. Geetha, a registered dealer, based in Kerala submits the following information.
Compute net IGST payable.

Import of raw material ̀  2,10,000
Raw material purchased from Kerala ̀  2,24,000



IGST

NOTES

Self-Instructional
226 Material

Raw material purchased from Karnataka ̀  95,000
Transportation and manufacturing ̀  67,000
Geetha sold entire stock to Divya based in Karnataka at a profit of 10% on

the cost of production. IGST rate on such sale is 18%.
Solution:

Calculation of Cost of Production

 Particulars Amount

Import of raw material 2, 10,000
Raw material purchased from Kerala 2, 24,000
Raw material purchased from Karnataka 95, 000
Transportation and manufacturing  67,000
Total cost 5,96,000
Add: Profit @10% (5, 96,000 × 10%) 59,600

Sale Value 6,55,600

Calculation of aggregate sale value

 Particulars Amount (`)

Sale Value 6,55,600

Net GST Payable

 Particulars CGST(`) SGST(`) IGST(`) Total

Output tax (IGST)
(6,55,600 × 18%) - - 1,18,008 1,18,008
Less: Input tax credit
CGST - - 20,160 20,160

(2,24,000
×  9%)

SGST - - 20,160 20,160
(2,24,000

×  9%)
IGST - - 54,900 54,900

(2,10,000
+ 95,000

× 18%)

Tax Payable - - 22,788 22,788
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Illustration 36: (Calculation of Net GST payable)

Ms. Lalita (register dealer) submits the following information in relation to
manufacture and selling of machine. Compute Net GST payable.

Particulars `

Import of raw-materials (excluding 10% of
BCD on import) rate of IGST @ 5% 2,10,000
Raw materials purchased from Karnataka
(including CGST at 9% & SGST @ 9%) 7,50,000
Subsidy received from an NGO which was
directly related to price of the goods 19,000
Raw materials purchased from Tamilnadu
excluding IGST @ 5% 60,000
Manufacturing expenses 6,000
Subsidy received from Central Government which
was directly linked to the price of the product 20,000
Warranty charges 15,000

She supplied some components at a fixed price of ̀  22,000. The components
are bundled with the supply of the machine. The GST rate of the three products is
28%, 5% and 12% respectively.

Ms. Lalita sold the machine to Ms. Shathi at a profit of 10% on the cost of
production and the rate of GST on sales is 18%.

Solution:

Calculation of Transaction Value

 Particulars `

Import of raw-materials (including
BCD but excluding GST
to be taken) (2,10,000 + 110/100) 2,31,000
Raw materials purchased from Karnataka
(excluding GST) (7,50,000 × 100/118) 6,35,593
Raw materials purchased from Tamilnadu
(excluding IGST) 60,000
Add:
Subsidy received from an NGO which was
directly related to price of the goods 19,000
Manufacturing expenses 6,000
Warranty charges 15,000
Subsidy received from Central Government
which was directly linked to the price of the product
Exempt
Total Cost 9,66,593
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Add: Profit margin of 10% on cost (9,66,593 × 10%) 96,659
Cost of materials supplied 10,63,252
Add: Components supplied along with machinery 22,000
Transaction Value 10,85,252

Calculation of GST Payable

 Particulars CGST SGST IGST

Output Tax Payable
Sale of machine with in the state
(10,85,252 × 9%) 97,673 97,673 -
Total (A) 97,673 97,673 -
Input Tax Credit
Import of raw-materials (2,31,000 × 5%) - - 11,550
Raw materials purchased from Karnataka
(6,35,593 × 18% × 1/2) 57,203 57,203 -
Raw materials purchased from
TamilNadu (60,000 × 5%) - - 3,000
Total (B) 57,203 57,203 14,550
Balance tax payable (A - B) 40,470 40,470 (14,550)
Less: Inter head set-off of IGST
towards CGST 14,550 - 14,550

Balance Payable 25,920 40,470 Nil

Note:
(i) Exempted services received to manufacture
(ii) Accesories supplied are naturally bundled hence its fals under composite

supply and taxable @ 18%.

Illustration 37:
Compute the Transaction value of goods from the following information and GST
Payable by a dealer registered in Karnataka.

`

Selling price (including IGST of ̀  2,000) 43,000
Following transactions are not included in the above price:
Freight charges paid by supplier charged separately 1,000
Normal secondary packing cost 1,500
Cost of durable and returnable packing 1,500
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Insurance on freight paid by supplier charged separately 500
Trade discount (normal practice) 1,000
Rate of GST 18%

Solution:
Calculation of Transaction Value and GST Payable

 Particulars `

Selling price (excluding GST) 41,000
Add: Freight charges paid by supplier charged separately 1,000
Normal secondary packing cost 1,500
Insurance on freight paid by supplier charged separately 500

3,000
44,000

Less: Discount 1,000
Transaction Value 43,000
CGST Payable (43,000 × 9%) 3,870
CGST Payable (43,000 × 9%) 3,870

7,740

Illustration 38: (Calculation of input GST, output GST and Net GST
payable)

Mr. Ram Gopal a dealer in Kolkata dealing in consumer goods, submits the following
information pertaining to the month of August 2018. Compute the turnover, input
GST, output GST and Net GST payable.

Exempt goods 'B-1' purchased for ̀  9,00,000 and sold for ̀  12,00,000.
Goods 'B-2' purchased within the state for ̀  6,30,000 (including GST at

5%) and sold to Delhi at a margin at 10% profit on purchases (GST rate 5%)
Goods 'B-3' purchased for ` 6,00,000 (excluding GST) and sold for

` 7,50,000 (GST rate 12%).

Solution:

Calculation of GST Payable

Particulars CGST SGST IGST

A. Tax Payable on Output
Sale of B-1 (exempted) - - -
Sale of B-2 to Delhi
(6,00,000 × 110/100 = 6,60,000 × 5%) - - 33,000
Sale of B-3 (7,50,000 × 6%) 45,000 45,000 -
Total 45,000 45,000 33,000
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B. Input Tax Credit
Purchase of B-1 (exempted) - - -
Purchase of B-2
(6,30,000 × 5/105 × 1/2) 15,000 15,000 -
Purchase of B-3 (6,00,000 × 6%) 36,000 36,000 -
Total 54,000 54,000 -
Balance tax payable (A - B) (6,000) (6,000) 33,000
Less: Inter head set off of ITC 6,000 6,000 (12,000)

Balance  Payable - - 21,000

Illustration 39:

DSSBL Pvt. Ltd. provided the following information for the period ending 31-09-
2018. Compute net GST payable.

Particulars                   Amount

Input:
Raw material at 0% GST rate   10,00,000
Raw material purchased within state at 5% GST     15,00,000
Raw material Z purchased at 5% GST   87,40,000
Output:
Intra-state sale of finished goods at 18% GST
(these goods were produced entirely from raw
material at 0% GST rate procured as input) 14,00,000
Exempted sales (goods were produced from raw material
procured at 5% GST to the extent of 60%) 12,50,000
Sale of finished goods at 18% (goods were procured from
Intra-state purchases at 5% GST to the extent of 40%)    5,00,000
Inter-state sale of finished goods at 5%
(goods were produced from raw material Z)   25,00,000

Solution:

Calculation of GST Payable

 Particulars CGST SGST IGST

A. Tax Payable on Output
Intra state sales (14,00,000 × 9%) 1,26,000 1,26,000 -
Sale of goods at 0% rate - - -
Sale of finished goods (5,00,000 × 9%) 45,000 45,000 -
Inter-state sales (25,00,000 × 5%) - - 1,25,000
Total 1,71,000 1,71,000 1,25,000
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B. Input Tax Credit
Raw material at 0% rate - - -
Raw materials purchased
within the state (only 40% is
eligible because remaining 60%
of goods is used to produce the
exempted final product under GST)
(15,00,000 × 40%) = 6,00,000 × 2.5%) 15,000 15,000 -
Purchase of raw material Z
(87,40,000 × 2.5%) 2,18,500 2,18,500 -
Total 2,33,500 2,33,500 -
Balance tax payable or Excess (A - B) (62,500) (62,500) 1,25,000
Less: Inter head set-off of
ITC towards IGST 62,500 62,500 (1,25,000)

Balance Payable - - -

Illustration 40: (Calculation of net GST payable)

Shri Laxman is a registered dealer in Karnataka. From the following particulars,
find out payable on outwards supply:

1. Shaving creams worth ̀  2,02,000 sold to a registered dealer within the
state (CGST & SGST rate is 9% each)

2. Speakers & monitors worth ̀  2,20,000 were transferred to their branch
at Mandya (CGST & SGST rate is 14% each)

3. Cell-phones worth ̀  1,60,000 are sold within the state. (CGST & SGST
rate is 6% each)

4. Frozen vegetables worth ` 54,000 are sold to a registered dealer in
Mysore. (CGST & SGST rate is 9% each)

5. Butter milk worth ` 2,00,000 was transferred to their branch at
Mangalore.

6. Sale of motor spirit to a registered dealer in Mysore for ̀  2,00,000
7. Sale of bangles  to a registered dealer in Mangalore for ̀  4,50,000

Solution:

 Particulars Nature of    Value CGST SGST
Supply payable payable

Shaving creams sold to a
registered dealer within the state
(CGST & SGST rate is 9% each) Intra 2,02,000 18,180 18,180
Speakers and monitors were
transferred to their branch at
Mandya (CGST & SGST rate
is 14% each) Intra 2,20,000 30,800 30,800
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Cell-phones are sold within the
state (CGST and SGST rate is
 6% each) Intra 1,60,000 9,600 9,600
Frozen vegetables are sold to a
registered dealer in Mysore.
(CGST and SGST rate is 9% each) Intra 54,000 4,860 4,860
Butter milk worth was transferred
to their branch at Mangalore Intra 2,00,000 0 0
Sale of motor spirit to a registered Intra 2,00,000 0 0
dealer in Mysore (rate is 0% each)
Sale of bangles  to a registered dealer Intra 4,50,000 0 0
in Mangalore for ̀  4,50,000
(rate is 0% each)

Tax payable on outwards supply 63,440 63,440

Illustration 41:

CA Gulecha, a practicing charted accountant (Bangalore) received money from
various clients for the services rendered in the month of November, 2018.

1. Accounting and auditing services of ̀  1,25,000.
2. Representation before various statutory authorities ̀  1,00,000.
3. Cost accounting and cost auditing of ̀  50,000.
4. Secretarial auditing ̀  35,000.
5. Verification of declarations in prescribed forms of compliance for

obtaining a certificate of commencement of business ̀  40,000.
6. Certification of documents to be filed before registrar of companies

` 25,000.
7. Ledger maintenance, non-professional services and preparation of

coaching material ̀  20,000.
8. Fee for routine visits to income tax offices ̀  55,000.
9. Remuneration for teaching CA and ICWA students ̀  30,000.

10. Fee from outsourcing work of a client such as billing and ledger posting
` 75,000.

11. Services rendered in Delhi ̀  70,000.
12. Fees paid to the State Govt. ̀  2,000.

You are required to calculate GST payable, on outwards supply. (IGST
rate is 18%, CGST is 9% & SGST rate is 9%).
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Solution:

 Particulars CGST SGST IGST

Accounting and auditing services
(1,25,000 × 9%) 11,250 11,250 0
Representation before various statutory
authorities (1,00,000 × 9%) 9,000 9,000 0
Cost accounting and cost auditing
(50,000 × 9%) 4,500 4,500 0
Secretarial auditing (35,000 × 9%) 3150 3150 0
Verification of declarations in
prescribed forms of compliance for
obtaining a certificate of commencement
of business (40,000 × 9%) 3,600 3,600 0
Certification of documents to be filed
before registrar of companies
(25,000 × 9%) 2,250 2,250 0
Ledger maintenance, non-professional
services and preparation of
coaching material 0 0 0
Fee for routine visits to income
tax offices (55,000 × 9%) 4,950 4,950 0
Remuneration for teaching CA and
ICWA students 0 0 0
Fee from outsourcing work of a client
such as billing and ledger posting 0 0 0
Services rendered in Delhi (70,000 × 18%) 0 0 12,600
Fees paid to the State Govt. 0 0 0

GST Payable on outwards supply 38,700 38,700 12,600

Note: Fees paid to State Govt. is exempted, if fees charged is less than
5,000.

Illustration 42:

From the following details, compute the value of taxable sevices and services tax
liability for the Assessment Year 2020-21. If the rate of CGST and SGST at 9%
each.

 Particulars Amount

Services provided by foreign diplomatic mission 6,00,000
Aerial advertising 5,00,000
Service by way of private tuitions 80,000
Speed post services 70,000
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House given on rent for residential purpose 50,000
Value of free services rendered to friends 2,00,000
Services rendered to UNO 5,00,000
Certification for exchange control purpose 1,00,000
Secretarial auditing 25,000
Fees to act as a liquidator 3,00,000
Vacant land used for horticulture 10,00,000
Sale of time slot by broadcasting organisation 2,00,000
Services rendered within Indian territorial water 4,00,000
Services relating to supply of farm labour 2,50,000

Solution:

Computation of GST Payable for the A.Y. 2020-21

 Particulars Nature of    Value CGST SGST
Supply

Aerial advertising Intra 5,00,000 45,000 45,000
Service by way of private tuitions Intra 80,000 7,200 7,200
Speed post services Intra 70,000 6,300 6,300
House given on rent for
residential purpose Intra 50,000 4,500 4,500
Value of free services
rendered to friends Intra 2,00,000 18,000 18,000
Certification for exchange
control purpose Intra 1,00,000 9,000 9,000
Secretarial auditing Intra 25,000 2,250 2,250
Fees to act as a liquidator Intra 3,00,000 27,000 27,000
Vacant land used for horticulture Intra 10,00,000 0 0
Sale of time slot by broadcasting
organization Intra 2,00,000 18,000 18,000
Services rendered within Indian
territorial water Intra 4,00,000 36,000 36,000
Services relating to supply of
 farm labour Intra 2,50,000 0 0

GST payable on outwards supply 1,73,250 1,73,250

Illustration 43:

From the following information compute the amount of output tax to be uploaded
by the dealer who has registered in Karnataka for the Month of October and
which is the last date to upload it in credit ledger.
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Particulars  `

1. Product P sold to a dealer in Bangalore, rate of
GST notified to this product is 18% 2,00,000

2. Product Q sold to a dealer in Mysore,
rate of GST @ 12% 70,000

3. Product R @ 0% rate GST sold to a
dealer in Puducherry 2,50,000

4. Product S @ 5% GST sold to a dealer
in Jammu and Kashmir 2,80,000

5. Product T @ 28% GST sold to a unregistered
dealer within the State 1,20,000

6. Product U rate of GST notified is 12% sold to
 a SEZ developer in Bangalore 4,00,000

7. Product V sold to a dealer in Union Territory,
rate of GST notified is 18% 3,00,000

8. Product W which is exempted from GST is
sold to a registered dealer of Pune 5,00,000

9. Product X exported to China, the GST
rate notified by GST Council for this product
is 28% if it is sold in India 2,00,000

10. Product Y sold to a unit of SEZ in Mysore, the
rate of GST notified to this product is 12% 6,00,000

11. Product Z sold to a registered dealer within the
state, the rate of GST notified is 18% 4,50,000

12. Product A sold to a registered dealer in
Belagavi who has registered under composition
scheme, @ the rate of 28% GST 1,00,000

Solution:

Computation of GST Payable
Particulars Nature of Value CGST SGST IGST

   Supply
Product P sold to a
dealer in Bangalore
(2,00,000 × 18% × 1/2) Intra 2,00,000 18,000 18,000 0
Product Q sold to a
dealer in Mysore
(70,000 × 6% each) Intra 70,000 4,200 4,200 0
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Product R @ 0% Inter 2,50,000 0 0 0
rate GST Product S
sold to a dealer in
Jammu and Kashmir Inter 2,80,000 0 0 14,000
(2,80,000 × 5%)
Product T sold to
unregistered dealer
 within the State
(1,20,000 × 28% × 1/2) Intra 1,20,000 16,800 16,800 0
Product U sold to
SEZ developer
in Bangalore Intra 4,00,000 0 0 0
Product V sold to a
dealer in Union Territory
(3,00,000 × 18%) Inter 3,00,000 0 0 54,000
Product W which is
exempted from GST is
sold to registered
dealer of Pune Inter 5,00,000 0 0 0
Product X exported to
China Inter 0 0 0
Product Y sold to a unit
SEZ in Mysore Intra 6,00,000 0 0 0
Product Z sold to a
registered dealer
within the State Intra 4,50,000 40,500 40,500 0
Product A sold to
a registered dealer in
Belagavi (14% each) Intra 1,00,000 14,000 14,000 0

Total GST payable 93,500 93,500 68,000

Illustration 44:

Compute the amount of output tax to be uploaded by the dealer (Kolkata) for the
month of August and which is the last date to upload it in credit ledger.

Particulars `

(i) Product P sold to a dealer  in Kolkata, rate of
GST notified to this product is 18% 4,00,000

(ii) Product Q sold to a dealer in Durgapur,
rate of GST @ 5% 20,000

(iii) Product R @ 0% rate GST sold to a
dealer in Pondicherry 4,80,000
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(iv) Product S @ 18% GST sold to a dealer in
Jammu and Kashmir 8,00,000

(v) Product T sold to a dealer in union territory
rate of GST notified is 12% 16,00,000

(vi) Product U which is exempted from GST is
sold to a registered dealer of Delhi 24,00,000

(vii) Product V exported to Hong Kong, the
GST rate notified by GST Council for this
product is 12% if it is sold in India 1,80,000

(viii) Product W sold to a unit of SEZ in Malda
the rate of GST notified to this product is 5% 12,00,000

(ix) Product X @ 28% GST sold to a unregistered
dealer within the state 12,80,000

(x) Product Y rate of GST notified is 18% sold to a
SEZ developer in Mumbai 20,00,000

Solution:
Computation of GST Payable

 Particulars CGST SGST IGST

Product P sold to a dealer in Kolkata
(4,00,000 × 18% × 1/2) 36,000 36,000 -
Product Q sold to a dealer in
Durgapur (20,000 × 5% × 1/2) 500 500 -
Product R @ 0% rate GST (0% rate
of Tax means exempted from GST) - - -
Product S sold to a dealer in Jammu
and Kashmir (8,00,000 × 18%) - - 1,44,000
Product T sold to a dealer in union
territory (16,00,000 × 12%) - - 1,92,000
Product U sold to a registered
dealer of Delhi (exempted as per
the notification) - - -
Product V exported to Hong
Kong (exports to  other countries
are taxable at zero rate) - - -
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Product W sold to a SEZ developer
 in Malda (supplies to SEZ’s are
taxable at zero rate of tax) - - -
Product X sold to a unregistered
dealer within the state
(12,80,000 × 28% × ½) 1,79,200 1,79,200 -
Product J sold to a unit of SEZ in
Mumbai (zero rate) - - -

Total output Tax payable 2,15,700 2,15,700 3,36,000

4.8 ZERO RATED SUPPLY

The fitment of rates of services was discussed on 19 May 2017 during the 14th
GST Council meeting held at Srinagar, Jammu & Kashmir. The Council has broadly
approved the GST rates for services at Nil, 5%, 12%, 18% and 28%. The list of
services that will be under reverse charge as approved by the GST Council is
given below. The decisions of the GST Council are being communicated for general
information and will be given effect to through gazette notifications which shall
have force of law.

Zero Rating

Zero Rated Supply in IGST is being introduced through Chapter VIII. Zero Rated
Supplies refers to items that are taxable under GST but the Rate of Tax is Nil. The
concepts of Zero Rated Supply are covered under Section 16 of the IGST Act.

Meaning of Zero Rated Supply

Zero rated supply means any of the following taxable supply of goods and/or
services, namely -

Export of goods and/or services; or
Supply of goods and/or services to a SEZ developer or an SEZ unit.
It is also provided that the credit of input tax may be availed for making

zero rated supplies notwithstanding that such supply may be an exempt supply.
It is further provided that a registered taxable person exporting goods or

services shall be eligible to claim refund under one of the following two options:
(i) A registered taxable person may export goods or services under bond,

subject to such conditions, safeguards and procedure as may be
prescribed without payment of IGST and claim refund of unutilised input
tax credit in accordance with provisions of section 48 of the CGST Act.

(ii) A registered taxable person may export goods or services subject to
such conditions, safeguards and procedure as may be prescribed with
payment of IGST and claim refund of IGST paid on goods and services
exported in accordance with provisions of section 48 of the CGST Act.



IGST

NOTES

239
Self-Instructional

Material

Lastly, it is provided that the SEZ developer or SEZ unit receiving zero-
rated supply shall be entitled to claim refund of IGST paid by registered taxable
person on such supply.

On studying the above provisions, following implications may be
drawn:
The meaning of zero-rated supply is very restricted and limited to normal exports
and supply to SEZ or SEZ developer. The supplies made to EOUs, EHTP, STP
etc. are not covered under the concept of zero-rated supply.

Input Tax Credit in Zero Rated Supply

The input tax credit is available for zero rated supplies. This means that export
without payment of duty and supply to SEZ will be considered as zero rated
supply and credit will be available. Consequently, there will not be requirement to
reverse credit even when the supplies are made without payment of duty in cases
of exports and supply made to SEZ.

EOU: Zero Rated Supply
As EOU are not covered under zero-rated supplies, the refund of unutilised

Cenvat credit will not be admissible to the supplies made to EOU.
It was concluded by various judicial pronouncements like NBM Industries

Case wherein supply to EOU was treated at par with physical export and benefit
of refund of accumulated credit was extended.

However, their amendment was made vide Budget, 2015 wherein definition
of export was given for the purpose of refund of accumulated Cenvat credit which
stated that export means taking out of India to a place outside India.

Consequently, refund of accumulated credit is not admissible to EOU but is
available for clearances made to SEZ because the provisions of SEZ Act have
overriding effect and supplies to SEZ are to be considered as export. It appears
that the present policy is carried forward in the GST regime too.

Deemed Export: Zero Rated Supply

It appears that the concept of ‘deemed exports’ will also be introduced in GST
laws. This is evident from the definition of ‘deemed exports’ given under section
2(37) of the GST Act, 2016.

It states that deemed exports as notified by the Central/State Government
on the recommendation of the Council, refer to those transactions in which the
goods supplied do not leave India and payment for such supplies is received either
in Indian rupees or in convertible foreign exchange.

At present, as per DGFT Laws, supplies to EOU is considered as deemed
export and it may be possible that it is specified as deemed exports in GST Law
also if the same is recommended by the Council.

It is also pertinent to mention that refund under section 48 of the GST Act,
2016 includes refund of tax on supply of goods regarded as deemed exports.
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Consequently, it may be possible that supplies to EOU are made on payment
of tax but refund of the said tax is admissible to the supplier.

This is departure from the present provision under Central Excise Laws
wherein clearances to EOU are made without payment of excise duty.

Zero rating of exemptions

Exempt supplies are the supplies which are wholly exempt from tax under GST
Act. Exempt supplies also include Nil rated supplies.

Certain goods are kept under nil or 0% GST rate to benefit the masses.
The following info graphic will tell you what items are exemptions under GST. The
Goods and Services Tax (GST) in India was implemented on July 1, 2017. Even
after two months of GST roll out, there is much confusion on what products come
under GST and what not. Here is the list of products that are kept outside the
purview of GST:

* Animal feed
* Aquatic feed
* Betel leaves
* Bread
* Butter milk
* Children’s picture, drawing or colouring books
* Coconuts
* Contraceptives (Condoms)
* Curd
* Earthen pot and clay lamps
* Educational services
* Eggs
* Fire wood
* Fish
* Fresh fruits
* Fresh milk
* Fresh vegetables
* Gandhi topi
* Hand operated agriculture equipments
* Hearing aids
* Human blood
* Human hair
* Indian national flag
* Indigenous handmade musical instruments
* Jaggery
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* Judicial, Nonjudicial stamp papers, Court fee stamps
* Khadi yarn
* Kumkum, Bindi, Sindur
* Lassi
* Live animals
* Live trees and plants
* Medical services
* Municipal waste, sewage sludge, clinical waste
* Non-alcoholic Toddy, Neera
* Organic manure
* Pappad
* Plastic bangles
* Poultry feed & cattle feed
* Prasad (sacred food)
* Printed books, including Braille books and newspaper,

 periodicals & journals
* Puffed rice (muri)
* Puja samagri
* Raw jute
* Raw silk
* Raw wool
* Salt
* Semen
* Slates, Slate pencils and chalk sticks
* Tender coconut water
* Unbranded atta (flour) and maida
* Unbranded besan (gram flour)
* Unbranded natural honey
* Unpacked foodgrains (Cereals, pulses)
* Unpacked paneer
* Water (other than aerated, mineral, purified)
* Wood charcoal

Check Your Progress

5. Give the meaning of location of the supplier of services as per Central
Goods and Services Tax (CGST) Act, 2017

6. List any ten products that are kept outside the purview of GST.
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4.9 ANSWERS TO ‘CHECK YOUR PROGRESS’

1. Explain the import as Inter-State supply.
Import into India will be considered as Inter-State supply under Model
GST Law and accordingly will attract Integrated Goods and Services
Tax (IGST) along with BCD and other surcharges.

2. Write short note on import of Services.
Model GST law accord liability of payment of tax on the service receiver,
if such services are provided by a person residing outside India. This is
similar to the current provision of reverse charge, wherein service
receiver is required to pay tax and file return.

3. What are the Transaction Value based Valuation Principel?
Model GST law has borrowed the concept of transaction value based
valuation principel from current customs law for charging GST.

4. Describe in brief the withdrawal of Current Exemptions.
The current customs import tariff is loaded with multiple exemption
notifications which are likely to be reviewed and possibly withdrawn or
converted into a refund mechanism. This could mean change in the
structure of export-linked duty exemption schemes under the FTP where
the duty exemptions may get limited to exemption from payment of BCD,
while IGST may not be exempted. Withdrawal of exemptions or changing
them to refund mechanism could fundamentally change the attractiveness
and viability of some of the key schemes under the FTP like EOU, STP,
Advance authorization etc.

5. Give the meaning of location of the supplier of services as per Central
Goods and Services Tax (CGST) Act, 2017
(a) Where a supply is made from a place of business for which the

registration has been obtained, the location of such place of
business.

(b) Where a supply is made from a place other than the place of
business for which registration has been obtained (a fixed
establishment elsewhere), the location of such fixed establishment.

6. List any ten products that are kept outside the purview of GST.
* Live trees and plants
* Medical services
* Municipal waste, sewage sludge, clinical waste
* Non-alcoholic Toddy, Neera
* Organic manure
* Pappad
* Plastic bangles
* Poultry feed & cattle feed
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* Prasad (sacred food)
* Printed books, including Braille books and newspaper, periodicals

& journals

4.10 SUMMARY

The GST is expected to foster increased efficiencies in the economic
system thereby lowering the cost of supply of goods and services.
Further, in the Indian context, there is an expectation that the aggregate
incidence of the dual GST will be lower than the present incidence of
the multiple indirect taxes in force.  Consequently, the implementation of
the GST is expected to bring about, if not in the near term but in the
medium to long term, a reduction in the prices of goods and services.
As per Section 2(105) of the Central Goods and Services Tax (CGST)
Act, 2017,  the term “supplier” in relation to any goods or services or
both, shall mean the person supplying the said goods or services or both
and shall include an agent acting as such on behalf of such supplier in
relation to the goods or services or both supplied.
As per Section 2(61) of the Central Goods and Services Tax (CGST)
Act, 2017, the term “Input Service Distributor” means an office of the
supplier of goods or services or both which receives tax invoices  towards
the receipt of input services and issues a prescribed document for the
purposes of distributing the credit of central tax, State tax, integrated
tax or Union territory tax paid on the said services to a supplier of taxable
goods or services or both having the same Permanent Account Number
as that of the said office.

4.11 KEY TERMS

Manufacturers and Vendors: These are the companies that research,
develop and actually produce the finished product ready for purchase.
Manufacturers and vendors are the source of the supply chain.
Wholesalers and Distributors: These suppliers are companies that
buy in bulk from several manufacturers or vendors. They warehouse the
goods for reselling to smaller local distributors, wholesalers and retailers.
Affiliate Merchants: An affiliate merchant is a supplier that wishes to
drive traffic to their website or sales of their product through banner ads
and links placed throughout a network of affiliates. Merchants will
normally pay affiliates a commission for every visit to the website or
every sales conversion.
Franchisors: A franchisor is a business owner and will grant a licence
to an individual, which allows them to develop their own business using
the trademark, name, know-how and business systems of the franchisor
which includes suppliers and often at better pricing than an individual
could get themselves.
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Importers and exporters: These suppliers will purchase products from
manufacturers in one country and either export them to a distributor in a
different country, or import them from an exporter into their country.
Some may travel abroad to buy direct from suppliers in another country.
Refund of Duty: Under the new law, tax paid during import will be
available as a credit under “Import and Sale” model, whereas no such
credit is available presently. Also refund of SAD which is available now,
after doing specific compliance, no such restrictions are placed under
GST.
Zero Rated Supply: Zero rated supply means any of the following
taxable supply of goods and/or services.

4.12 SELF-ASSESSMENT QUESTIONS AND
EXERCISES

Short Answer Questions
1. What is Mixed supply?
2. What is Exempt supply?

3. What is Job work?

4. What is Input tax?
5. What is Input tax credit?

6. What is Reverse charge?

7. What is Works contract?

8. Who is Non-resident person?
9. Who is an Intermediary?

Long Answer Questions

1. Explain the determination of value of supply..
2. Explain the provision for value of supply.

3. Discuss about IGST Act.

4. Explain about Aggregate turnover, Adjudicating authority under GST.

5. Discuss about Agent, Business, Capital goods and Casual taxable person.
6. Explain about Composite supply, mixed supply and Exempt supply.

7. Discuss about Supplier, Goods and Input service distributor.

8. Explain about Job work, Manufacture and Input tax.
9. Why are place of supply provisions different in respect of goods and

services?
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10. From the following details of M/s Moon in Bengaluru compute aggregate
turnover:

Supplies to Mysore ̀  4,00,000
Supplies to Puducherry ̀  2,50,000

Supply made to a dealer in Mangalore in course of export ̀  3,25,000

Supply made to a dealer in Switzerland ̀  4,20,000

Supply made to a dealer in MP ̀  90,000
11. Mr. Himu purchased goods and made payment of ̀ 8,00,000 (inclusive

of GST) to Mr. Rashel. Rate of SGST @ 6%, CGST @ 6%, then what
will be assessable value?

12. Mr. Reddy supplies goods from Karnataka to Chennai and its value is
` 40,000. The value of goods supplied by him within the state is
` 4,40,000. The value of receipt of goods within the state is ̀  30,000
and the value of goods received from Chennai is ̀  3,50,000. If IGST
rate is 18%, SGST & CGST rate is 9% each, calculate net GST payable.

13. Mr. Suman of WB purchased goods from Mr. Babu of WB for
` 3,55,000 including CGST @ 6% & SGST @ 6% in the month of
June, 2019. He incurred ̀  75,000 as manufacturing expenses and added
25% profit on cost. Mr. Suman sold 80% of the goods to Mr. Mohan of
WB on 4.9.2019. Remaining 20% of the goods were transferred to his
branch in TamilNadu on 4.9.2019. Compute net GST payable.

14. Compute the Transaction value of goods from the following information
and GST Payable by a dealer registered in Odisha.

`

Selling price (including IGST of ̀  5,000) 1,43,000
Following transactions are not included in the above price:
Freight charges paid by supplier charged separately 3,000
Normal secondary packing cost 3,500
Cost of durable and returnable packing 3,500
Insurance on freight paid by supplier charged separately 1,500
Trade discount (normal practice) 3,000
Rate of GST 18%

15. Compute the amount of GST payable from a manufacture has prepared
the invoice as under:

Particulars `

Price of goods (excluding CGST at 9%
and SGST at 9%) 3,00,000

Items not included in the above price:

Selling expenses 20,000
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Publicity charges 25,000
Advertising charges 35,000
Loading & handling charges 7,000
Outward freight & insurance on buyer request 14,000
Discount at 10% on the price of the goods and shown in invoice.

16. Ms. Ramya enterprises, a registered dealer provides the following details
for the year ended 31.3.2020
1. Purchase of raw material within state (3,000 units), inclusive of

CGST@ 6% & SGST @ 6% = 8,10,000
2. Interstate purchases of raw material, inclusive of IGST @ 12% =

5,12,000
3. Import of raw material = ̀  9,00,000
4. Sale of goods within the state ̀  20,84,000
5. Sale of exempted goods within the state ̀  4,50,000
6. Closing stock of 200 units of raw material purchased within the

state as on 31.3.2020.
Compute net GST payable.

17. Durga, a registered dealer had input tax credit balance for CGST and
SGST ̀   95,000 and ̀  1,25,000 respectively in respect of purchase of
goods. He manufactured 18000 liters of finished products. 2000 liters
was normal loss in the process. The final product was sold at uniform
price of ̀  200 per liter as follows:
(a) Goods sold within State 8000 liter.
(b) Finished product sold in inter-State sale 6500 liter.
(c) Goods sent on stock transfer to consignment agents outside the

State 3500 liter.
Further, CGST and SGST rate on the finished product of dealer is 6%
and 6% respectively. Further IGST rate is 12%. Calculate tax liability
of SGST and CGST to be paid after tax credit.

18. Mr. Podder submits the following information. Calculate the Transaction
Value.
Preserved vegetables purchased within the state
(GST inclusive of @ 12%) ` 1,12,000
Shaving creams purchased from USA
(excluding BCD at 10% & GST at 18%) ` 1,18,000
Soups purchased from unregistered dealer for ` 80,000
rate of GST is 12%.
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Machine tools purchased from UK (including BCD at
10% and including GST at 12%) ` 1,12,000
Food mixes purchased from composite dealer,
rate of GST is 12% ` 4,00,000
Printed circuits purchased from Pakistan including
BCD at 9% and excluding GST at 18% ` 3,00,000
Transportation cost is ` 1,00,000
Profit to manufacturer is ` 50,000

19. Mr. Raja Rao (registered dealer) in Karnataka provides the information
as given below:
(a) Raw material purchased from foreign market including custom duty

paid on imports @ 10% and exclusive of IGST at 12% is
` 3,50,000.

(b) Raw material purchased from local market (including GST charged
on the material @ 5%) – ̀  1,30,000

(c) Raw material purchased from Odisha (including IGST @12%) –
` 35,000

(d) Transportation and insurance cost  – ̀  20,000
(e) Manufacturing expenses – ̀  2,50,000
(f) Materials purchased from a registered dealer who opted for

composition scheme under GST ̀  3,00,000. Rate of GST on this
materials is 1%.

(g) Profit margin of a manufacturer is 10% on the selling price.
Mr. Raja Rao sold 25% of the finished goods to a SEZ in Bangalore
and the balance to a dealer in Bangalore. GST rate on sale of such
goods is 12%. Compute the Net GST liability.

20. Mrs. Nirmala, a registered dealer, based in UP submits the following
information. Compute net IGST payable.
Import of raw material ̀ 4,10,000
Raw material purchased from UP ̀  4,24,000
Raw material purchased from Bihar ̀  1,95,000
Transportation and manufacturing ̀  1,67,000
Nirmala sold entire stock to Sharmila based in Bihar at a profit of 10%
on the cost of production. IGST rate on such sale is 18%.
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5.0 INTRODUCTION

The term customs have derived its essence from the term custom, which means a
customary practice or a course of action that is observed and repeated in the like
circumstances. Customs duty has been in vogue from ancient times.

In the present time, customs duty (central tax) means a tax which is levied
by the Government on import of goods into India and export out of India.

Customs duty is on imports into India and export out of India. The power
to levy customs duty is derived from Entry 83 of Union List of the Seventh Schedule
to the Constitution of India, which reads as, “Duty of Customs including export
duties”. Thus, the power to make laws in respect of Customs duty vests with the
Central Government. The tax receipts on account of customs duty are solely
enjoyed by the Union. Section 12 of Customs Act, often called charging section,
provides that duties of customs shall be levied at such rates as may be specified
under ‘The Customs Tariff Act, 1975’, or any other law for the time being in force,
on goods imported into or exported from India.

The body of Customs Law comprises of:

1. The Customs Act, 1962
This is a consolidating enactment providing levy of import and export duties of
customs on goods imported into or exported from India through sea, air or land. It
provides for the provisions of levy and collection of duty, importation or exportation,
transit and trans-shipment, prohibition on importation or exportation of goods,
warehousing, duty drawback, appeals, settlement commission, advance rulings,
offences and penalties etc.
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2. The Customs Tariff Act, 1975

The Act contains various types of custom duties to be levied on the importation
and exportation of the articles. It contains two Schedules - Schedule I known as,
‘Import Tariff’ and Schedule II known as, ‘Export Tariff’. Import Tariff consists
of 98 Chapters grouped under 21 Sections. This Schedule refers to goods liable
to import duty of customs. ‘Export Tariff’ refers to goods liable to export duty of
customs.

3. Rules

Section 156 of the Customs Act, 1962 empowers the Central Government to
make rules consistent with this Act. Such rules may provide for matters relating to
the manner of determining the price of imported goods, duty drawback, baggage,
detention and confiscation of goods etc.

4. Regulations

Section 157 of the Customs Act, 1962 empowers the Central Board of Indirect
Tax and Customs to make regulations consistent with the Act and the rules, generally
to carry out the purposes of the Act. For example, Import Manifest Vessels
Regulation, Boat Note Regulations, Export Manifest Vessel Regulations have been
framed in this regard.

5. Notification under Customs Act
Notification, as per Article 13(3)(a) of the Constitution of India, means ‘a written
or printed matter that give notice’. Central Government has been empowered to
issue notifications under various sections of the Customs Act, 1962.

6. Circulars

The Central Board of Indirect Taxes & Customs (CBIC) is empowered (u/s 151A
of Customs Act, 1962) to issue circulars, instructions or directions etc.

5.1 OBJECTIVES

After going through this unit, you will be able to:
Explain the concept of customs duty
Discuss the important definitions of customs duty
Describe the types of customs duty
Examine the valuation of customs duty
Explain the computation of assessable value and customs duty

5.2 TERMINOLOGIES OF CUSTOMS DUTY

1. Adjudicating Authority [Section 2(1)]: Adjudicating authority means
any authority competent to pass any order or decision under this Act,
but does not include:
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The Central Board of Excise and Customs (CBE&C),
Commissioner of Customs (Appeals) or
Customs, Excise and Service Tax Appellate Tribunal (CESTAT)

2. Assessment [Section 2(2)]: Assessment means process of determining
the tax liability in accordance with the provisions of the Act, which includes
provisional assessment, self-assessment, reassessment and any
assessment in which the duty assessed is nil.

3. Appellate Tribunal [Section 2(1B)]: Appellate Tribunal means the
Customs, Excise and Service Tax Appellate Tribunal constitute under
section 129.

4. Baggage [Section 2(3)]: Baggage includes unaccompanied baggage
but does not include motor vehicles.

5. Bill of Entry [Section 2(4)]: Bill of entry is the basic document for
assessment of custom duty. The importer has to present bill of entry for
clearance of imported goods.

6. Board [Section 2(6)]: Board means the Central Board of Excise and
Customs constituted under the Central Board of Revenue Act, 1963.

7. Bill of Export [Section 2(5)]: The exporter of any goods shall make
entry thereof by presenting to the proper officer in the case of goods to
be exported by land, a bill of export in the prescribed form.

8. Customs Airport [Section 2(10)]: Customs airport means,-
Any airport appointed under section 7(a) to be a customs airport,
and
Includes a place appointed u/s 7(aa) to be an air freight station.

9. Conveyance [Section 2(9)]: ‘Conveyance includes a Vessel, an Aircraft
and a Vehicle’. The specific terms are vessel (by sea), aircraft (by air)
and vehicle (by land).

10. Coastal Goods [Section 2(7)]: The term coastal goods means goods,
other than imported goods, transported in a vessel from one port in
India to another.
Under section 7(1)(d) of the Customs Act, 1962, the Central Board of
Excise and Customs (CBE&C), may by notification in the Official
Gazette, appoint the ports which alone shall be coastal ports for the
carrying on of trade in coastal goods.

11. Customs Area [Section 2(11)]: Customs area means the area of a
customs station and includes any area in which imported goods or
exported goods are ordinarily kept before clearance by Customs
Authorities.

12. Customs Port [Section 2(12)]: Customs port means any port
appointed under section 7(a) of the Customs Act, to be a customs port
and includes a place appointed under section 7(aa) of the Customs Act,
to be an inland container depot (ICD).
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13. Customs Station [Section 2(13)]: Customs station means any customs
port, customs airport or land customs station. As per Section 8 of the
Customs Act, 1962, the Principal Commissioner or Commissioner of
Customs may
(i) Approve proper places in any customs port or customs airport or

coastal port for the unloading of goods or for any class of goods;
(ii) Specify the limits of any customs area.
As per Section 141 of the Customs Act, 1962, all conveyances and
goods in customs area are subject to control of officers of customs for
enforcing the provisions of the Customs Act, 1962. The receipt/storage/
delivery/dispatch/ any other handling of goods (import/export) in the
Customs area shall be in the prescribed manner and the responsibility
thereon lies on the persons engaged in such activities (i.e. Custodian of
the said goods).

14. Customs Act, 1962 and Customs Tariff Act, 1975 have been
extended to whole of Exclusive Economic Zone (EEZ) and Continental
Shelf of India for the purpose of
(i) processing for extraction or production of mineral oils and
(ii) Supply of any goods in connection with processing for extraction

or production of mineral oils.
15. Dutiable Goods [Section 2(14)]: The term is defined to mean any

goods which are chargeable to duty and on which duty has not been
paid. It means to say that the name of the product or goods should find
a mention in the Customs Tariff Act.

16. Domestic Tariff Area: Means the whole of India (including the territorial
waters and continental shelf) but does not include the areas of the Special
Economic Zones (Section 2(i) of Special Economic Zones Act, 2005),
100% Export Oriented Units (EOUs)/Electronic Hardware Technology
Park (EHTP)/ Software Technology Park (STP)/ Bio Technology Park
(BTP).

17. Exclusive Economic Zone: Exclusive Economic Zone extends to 200
nautical miles from the base line. In this zone, the coastal State has
exclusive rights to exploit it for economic purpose like constructing
artificial islands for oil exploration, power generation and so on.
(Note: one nautical mile = 1.1515 miles or 1.853kms.)

18. Examination [Section 2(17)]: “Examination” in relation to any goods,
includes measurement and weighment thereof.

19. Exporter [Section 2(20)]: Exporter in relation to any goods at any
time between their entry for export and the time when they are exported,
includes any owner or any person holding himself out to be the exporter.

20. Entry As per section 2(16)]: Entry in relation to goods means an
entry made in bill of entry, shipping bill or bill of export and includes in
the case of goods imported or to be exported by post, the entry referred
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to in section 82 or the entry made under the regulations made under
section 84 of the Customs Act.

21. Export [Section 2(18)]: The term export means taking goods out of
India to a place outside India.

22. Exported Goods [Section 2(19)]: The term exported goods means
any goods, which are to be taken out of India to a place outside India.
(SC)]. The territorial waters extend to 12 nautical miles into the sea
from the base line.

23. Fund [Section 2(21A)]: Fund means the Consumer Welfare Fund
established under section 12C of the Central Excise Act, 1944.

24. Foreign going Vessel or Aircraft [Section 2(21)]: The foreign going
vessel or aircraft means any vessel or aircraft for the time being in the
carriage of goods or passengers between any port or airport in India
and any port or airport outside India, whether touching any intermediate
port or airport in India or not. The following are also included in the
definition:

A foreign naval vessel doing naval exercises in Indian waters
A vessel engaged in fishing or any other operation (like oil drilling
by domestic vessel or foreign vessel) outside territorial waters
A vessel going to a place outside India for any purpose whatsoever.

25. Goods [Section 2(22)]: The term goods includes –
(a) Vessels, aircraft and vehicles
(b) Stores
(c) Baggage
(d) Currency and negotiable instruments and
(e) Any other kind of movable property.

26. High Seas: An area beyond 200 nautical miles from the base line is
called High Seas. All countries have equal rights in this area.

27. Import [Section 2(23)]: The term import means bringing goods into
India from a place outside India.

28. Imported Goods [Section 2(25)]: The term imported goods means
any goods brought into India from a place outside India but does not
include goods which have been cleared for home consumption.

29. Importer [Section 2(26)]: The term importer means in relation to any
goods at any time between their importation and the time when they are
cleared for home consumption, includes any owner or any person holding
himself out to be the importer.

30. India (i.e. Territorial Waters) [Section 2(27)]: The term India is an
inclusive definition and includes not only the land mass of India but also
Territorial Waters of India. The territorial waters extend to 12 nautical
miles into the sea from the base line. Therefore, a vessel not intended to
deliver goods should not enter these waters.
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31. Indian Customs Waters [Section 2(28)]: The term Indian Customs
Waters means the waters extending into the sea up to the limit of
contiguous zone of India under section 5 of the Territorial Waters,
Continental Shelf, Exclusive Economic Zone and other Maritime Zone
Act, 1976 and includes any bay, gulf, harbour, creek or tidal river.
Continental Shelf means the area of relatively shallow seabed between
the shore of a continent and deeper ocean Indian Customs Waters extend
up to 24 nautical miles from the base line. Thereby, Indian Customs
Waters cover both the Indian Territorial Waters and Contiguous Zone
as well. Indian Territorial Waters extend up to 12 nautical miles from the
base line whereas Contiguous Zone extended to a further 12 nautical
miles from the outer limit of territorial waters.

32. Import Report [Section 2(24)]: The person-in-charge of a vehicle
carrying imported goods or any other person as may be notified by the
Central Government shall, in the case of a vehicle, deliver to the proper
officer an import report within twelve hours after its arrival in the customs
station, in the prescribed form.

33. Import General Manifest (IGM) [Section 2(24)]: IGM is a
document to be filed in prescribed form with the customs by the carriers
of the goods i.e. the steamer Agent or airlines in terms of Sec 30 of
Customs Act, 1962. This document indicates the details of all the goods
to be transshipped, private property of the crew and arms and
ammunitions, gold and silver should also be cleared separately
irrespective of whether for landing, for transshipment or for being carried
as same bottom cargo. The IGM has to be filed within 24 hours after
arrival of the ship/ aircraft. However, in the case of vessel (ship) the
manifest maybe delivered even before the arrival of the vessel. This is
known as ‘prior entry import general manifest’. This system enables the
importer to file Bills of Entry and get them assessed and pay duty so that
the goods can be taken delivery soon after the unloading. Section 30 in
being provide for electronic filing of import manifest and also provide
that the commission of customs may, in cases where it is not feasible to
deliver the import manifest by presenting electronically, all the same to
be delivered in any other manner.

34. Market Price [Section 2(30)]: Market price in relation to any goods
means the wholesale price of the goods in the ordinary course of trade
in India.

35. Person-in-Charge [Section 2(31)]: means
(i) Vessel Master
(ii) Aircraft Commander or Pilot in Charge
(iii) Train Conductor or Guard
(iv) Vehicle Driver
(v) Other Conveyance Person in Charge
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36. Prohibited goods [Section 2(33)]: Means any goods the import or
export of which is subject to any prohibition under this Act or any other
law for the time being in force but does not include any such goods in
respect of which the conditions subject to which the goods are permitted
to be imported or exported have been complied with.

37. Shipping Bill [Section 2(39)]: Shipping bills means a shipping bill
referred to in section 50. Shipping bill is the basic document for
assessment of export duty. The exporter has to present shipping bill for
clearance of export goods through vessel or aircraft.

38. Smuggling [Section 2(39)]: “Smuggling”, in relation to any goods,
means any act or omission which will render such goods liable to
confiscation under section 111 (improper importation) or section 113
(improper exportation).

39. Stores [Section 2(38)]: Stores means goods for use in a vessel or
aircraft and includes fuel and spare parts and other articles of equipment,
whether or not for immediate fitting.

40. Tariff value [Section 2(40)]: Tariff value in relation to any goods,
means the tariff value fixed in respect thereof under section 14(2) of the
Act. The CBEC has the power to fix tariff values for any class of imported
goods or exported goods. Fixing the tariff value for any class of imported
goods or exported goods means the duty shall be chargeable with
reference to such tariff value. (For example, please refer the duty based
on the % of tariff value under Central Excise).

41. Value [Section 2(41)]: “Value” in relation to any goods, means the
value thereof determined in accordance with the provisions of Section
14(1)(2) of the Act.

42. Vehicle [Section 2(42)]: Vehicle means conveyance of any kind used
on land and includes a railway vehicle.

43.  Warehouse [Section 2(43)]: “Warehouse” means a public warehouse
appointed under section 57 or a private warehouse licensed under section
58.

44. Warehouse Goods [Section 2(44)]: “Warehouse Goods” means
goods deposited in a warehouse.

45. Warehouse Station [Section 2(45)]: “Warehouse Station” means a
place declared as a warehousing station under section 9.

Import and Export Procedure

It is very much essential to understand the export and import procedure for proper
valuation of assessable value, determination of custom duties, avoidance of fines
& penalty etc.

Import  Procedure
The following procedure are generally followed for import of goods as per the
provisions of Custom Act 1962 for import by ship/air/road. However, separate
procedure are followed for goods imported as a baggage or by post.
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1. Arrival of vessel and goods
This is the first step in import procedure, where the vessel is allowed by the person-
in-charge to arrive/landing at the custom port/custom airport only unless permitted
by CBIC.
2. Submission of Import General Manifest/Import Report (Sec-30)
The person in charge of conveyance/vessel/air craft is required to submit Import
General Manifest (IGM) in case of import by air/water and Import Report (IR) in
case of import by land to the proper officer. IGM/import report is an important
document which contains the details regarding goods description, origin and
destination place, name & address of the importer and exporter, nationality, no. of
crew, tonnage, name of the master etc. IGM is presented electronically at any
prior to the arrival of vessel. However, import report is presented manually within
twelve hours after its arrival in the custom station. Non-submission of IGM/Import
report within the prescribed time attracts penalty not exceeding ̀  50,000.
3. Granting of Entry inwards by the proper officer (Sec-31)
The proper officer grants entry inward to the master of the vessel for unloading of
imported goods. Entry inward granted only after delivery of Import General Manifest
to proper officer and the proper officer is satisfied with the import manifest. Hence,
entry inward is a document of acceptance regarding unloading of the cargo under
the supervision of the proper officers.
4. Unloading of imported goods (Sec - 32 to Sec - 38)
Unloading of imported goods is permitted after granting of entry inwards as
specified in the Import manifest or Import report at the custom station only .Goods
are not be unloaded except under supervision of Custom officer (sec - 34). No
unloading is allowed on holidays observed by the custom Department.
5. Custody and Removal of imported Goods (Section - 45)
After unloading of imported goods in the custom area shall remain the custody of
such persons as may be approved by the principal commissioner or commissioner
of custom until they are cleared for home consumption or warehoused. The
custodian of goods keeps the records of such goods with a copy of intimation to
the proper officer and the goods are allowed to remove only after written permission
of proper officer.
6. Filling of Import Bill of Entry (Section 46)
Importer has to submit bill of entry electronically unless manual submission is
permitted by commissioners of custom. Bill of entry describes the details of goods
to be cleared from customs either for home consumption or for warehousing. The
Bill of entry should include all goods mentioned in the bill of lading. The importer
must present the bill of entry before the end of the next day following the day on
which aircraft or the vessel arrives at a custom station. However, it may be presented
within 30 days of the expected arrival of the aircraft or vessel or vehicle.

The Bill of Entry may be White (Form-1) or Yellow (Form-II) or Green
(Form-III). White form is used for home consumption, Yellow form is used for
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warehousing (into bond) and Green form is used for ex-bond clearance for home
consumption.
7. Submission of ancillary documents by the importer
The importer is to submit other documents like invoices, contracts, product
literature, packing lists, import license etc., so that customs officer can assess the
imported goods under clearance.
8. Assessment of duty
In this stage, the amount of custom duty liability is determined by the importer
(self-assessment) or reassessment by the proper officer. The proper officer/customs
officer is to approve assessment (valuation of goods) on the bill of entry and return
to the supporter. Thereafter, the importer is to execute bond if clearance at
concessional rate of duty subjected to some conditions or clearance under
provisional assessment.
9. Payment of import duty
The importer has to pay duty if clearance is for home consumption within 1 day
(excluding holidays) from the date on which the bill of entry is returned to him by
the custom officer for payment of duty in case of assessment or provisional
assessment or on the date of presentation of the bill of entry in the case of self-
assessment. Failure to pay duty within the time attract interest for the delayed
period @ 15% p.a.
10. Issue of out of custom charge order & Transport good from custom
Out of custom charge order is issued by the custom officer in respect of clearance
of duty, dues of port trust, demurrage, other dues etc. The goods imported have
to be cleared either for home consumption or for warehousing or for transhipment
within 30 days from date of unloading.

Export  Procedure
The following board procedure is followed while exporting goods from India.

1. Submission of shipping Bill or Bill of export: The exporter must
submit the shipping bills/bill of export electronically, unless manual
submission to the proper officer/custom officer is specifically permitted
by commissioner of custom. The person-in-charge of a conveyance shall
not be permitted the loading at a custom station of export goods other
than baggage and mail bags, unless a shipping bill or bill of export duty
passed bsy the proper officer.

2. Submission of other documents: The exporter has to submit the
invoice, packing list, contracts, Guarantee receipt (GR), statutory
declaration Form (SDF), export value declaration etc to the custom
officer.

3. Payment of Duty: The exporter makes self-assessment u/s 17 and
pays the export duty, export cess etc. but the assessment is done by the
customs officer i.e. valuation and classification of goods, checking of
advance authorization.
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4. Custom check: Custom check is conducted by the custom authorities
to check whether export is restricted/prohibited as well as examination
of goods for exportation.

5. Clearance of goods for exportation: The proper officer passes order
for clearance and loading of goods for exportation after obtaining &
satisfying with the shipping bill or bill of export and the payment of duty
by the exporter.

6. Granting of entry outwards: Entry outward is granted by the custom
officer which permits the vessel or conveyance for loading of goods for
export.

7. Loading of Goods: The loading of export goods for exportation is
permitted after passing of shipping bill/Bills of export/bill of transhipment
by the proper officer and handed over to the person-in-change of
conveyance by the exporter.

8. Submission of export General manifest/Export report (section -
41): Export General Manifest (EGM) in case of transport by vessel or
aircraft and Export Report in case of transport by vehicle is submitted
by the person-in-charge of a conveyance carrying export goods to the
proper officer.

9. Let export: ‘Let export’ is an order issued by the custom officer. It is
the final export legal procedure to move goods out of India. This
procedure is to be completed with Indian custom department by assessing
the value of goods and inspection of goods to be despatched and
complete the formalities relating to the claim of duty drawback.
Besides the above procedure, every exporter should take the steps for
obtaining BIN (Business Identification Number) from DGFT, opening a
current account with designated bank for credit of duty drawback claims,
obtaining register license/advance license etc. at the custom station, if
export are under export promotion schemes.

5.3 BRIEF BACKGROUND OF CUSTOM DUTY

Meaning of Customs Duty

Customs Duty is a duty or tax, which is levied by Central Government on import
of goods into India, and export of goods from India. It is collected from the importer
or exporter of goods, but the burden is actually borne by its consumer and not by
the importer or the exporter, who pay it to the government.

These duties are usually levied with ad valorem rates and their base is
determined by the domestic value of the imported goods calculated at the official
exchange rate. Similarly, export duties are imposed on export values expressed in
domestic currency.
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Objectives of Custom Duty

1. To prevent illegal imports and exports of goods.
2. To raise revenue of the nation.
3. To regulate imports of foreign goods into India.
4. To conserve foreign exchange, regulate supply of goods into domestic

market.
5. To provide protection to the domestic industry from foreign competition

by restricting import of selected goods and services, import licensing,
import quotas, and outright import ban.

6. To promote international trade with reference to duty imposing countries.
7. To reduce deficit in Balance of trade and balance of payment.
8. To reduce fradulent activities and circulation of black money.
9. To protect each country’s economy, residents, jobs, environment etc

by controlling the flow of goods, especially restrictive & prohibited goods
into and out of the country.

10. Facilitation of the legitimate trade.
Customs Duty is the major tax revenues for the Union Government and

constitutes around 30% of its total tax revenues. Together with Central Excise
duties, the contribution amount is nearly three-fourth of total tax revenue of the
Union Government.

Taxable Event for Customs Duty

1. In respect of imports, when goods cross customs frontiers of India and
mix up with the land mass of goods, there will be taxable event.

2. In respect of export goods, when the goods cross territorial waters of
India and then only export goods attract customs duty. If ship sinks
within territorial waters, export is not complete and duty is not payable.

3. In respect of imported goods warehoused, the taxable event will be
when the warehoused goods are cleared for home consumption.

Check Your Progress

1. What are the procedure generally followed for import of goods as per the
provisions of Custom Act.

2. Mention the procedure is followed while exporting goods from India.

5.4 TYPES OF CUSTOMS DUTY

Customs Duties include both import and export duties. Export duties contribute
only nominal revenue, but import duties constitute major part of the revenue from
Customs Duties and include the following. The different types of custom duties as
per 1st and 2nd schelule of the Custom Tariff Act, 1975 as per sec - 12 of Custom
Act and rate as per Tariff.
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1. Basic Customs Duty (BCD)
2. Integrated Goods and Service Tax (IGST) [Sec. 3(7)]
3. GST Compensation Cess [Sec. 3(9)]
4. Protective Duties [Sec. 6(1)]
5. Safeguard Duty [Sec. 8B(1)]
6. Anti Dumping Duty on dumped articles [Sec. 9A]
7. Countervailing Duty on Subsidized goods [Sec. 9]
8. National Calamity Contingent Duty

1. Basic Customs Duty (BCD)
All goods imported into India are chargeable to a duty under Customs Act, 1962.
The rates of this duty are indicated in the First Schedule of the Customs Tariff Act,
1975. Those rates may be at the standard rate or, in the case of import from some
countries, at the preferential rates. A preferential Rate is applicable only if goods
are imported from “Most Favored Nation”. The term “Most Favored Nation”
means the member countries of the World Trade Organization who are accorded
the status of MFN. As per the MFN agreements the recipient of this treatment
must, nominally, receive equal trade advantages as the “most favored nation” by
the country granting such treatment. Some of the most favored nations are
Bangladesh, Korea, Mauritius, Srilanka, Tonga, etc.

Basic customs duty, IGST and education cess are imposed on most of
imported goods. In addition, duties like anti dumping duty, save guard duty, NCCD
are imposed in specific cases.

Further, CVD and SAD have been replaced by IGST w.e.f. 1-07-2017
expect few products, which are subject to excise duty even after 1-07-2017.

Basic customs duty is levied under section 12 of Customs Act. Normally, it
is levied as a percentage of Value as determined under section 14(1). The rates
vary for different items, but general rate on non-agricultural goods at present is
10% W.E.F. 1-3-2007.

To protect Indian agriculture and Indian automobile sector, duties on some
articles is higher. Duty on liquor (including wine) is also high i.e. 150%. CVD and
education cess on liquor and wine has been exempted w.e.f. 3-7-2007 as per
WTO agreement.

[Total customs duty payable generally comes 30.80% w.e.f. 02-02-2018
– Total customs duty payable w.e.f. 02-02-2018 is 30.80%, if IGST rate is taken
as 18%.]

Assessable value = CIF Value of imported goods converted into Rupees at
exchange rate specified in notification issued by CBE&C.

[Landing charges not incluible w.e.f. 26-9-2017]

Social Welfare Surcharge

Social Welfare Surcharge introduced in the Budget 2018 is levied in place of
education cess. The rate is 10% of the value of goods. GST is applicable on all
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imports into India in the form of levy of IGST. IGST is levied on the value of
imported goods + any customs duty chargeable on the goods.

Example 1

Mr. Priyanshu supported goods worth USD 10,00,000 which is also the assessable
value (1 USD = ̀  70). Basic custom duty is 15%. Find the total custom duty.

Solution:
Assessable value (AV) = $ 100000 × `  70 (A) 70,00,000
Basic custom duty @ 15% on
AV  = 15% × (A) (B) 10,50,000
Social Welfare Surcharge @ 10% on
BCD  i.e., 10% on (B)   (C) 1,05,000
Total value of custom duty to be paid (B + C) 11,55,000
Total  value of imported goods (A + B + C) 81,55,000
Important Notes:
Note - 1 : Basic Custom Duty u/s 12 is rate of duty prevailing at the time of

submission of bill of entry or rate of duty prevailing at the time of entry inwards
granted to the vessel, which ever is later.

Note - 2: Social Welfare Surcharge @ 10% is imposed on BCD.

2. Integrated Goods and Service Tax (IGST)

IGST is one form of GST which has subsumed various custom duties including
countervailing Duty (CVD) and Special Additional Duty (SAD) w.e.f. 01. 07.
2017. IGST is imposed on/levied on goods imported into India from other country
being a deemed interstate supplies. The rate of IGST should not be more than
40% on value of imported goods determined u/s 3(8) of Custom Tariff Act.

Example 2

Mr. Abinash imported goods valuing ̀  70,00,000 (Assessable value). BCD @
15%, IGST @ 12%, Social Welfare Surcharge @ 10%. Determine the total value
of custom duty.

Solution:

Particulars of Determination of Custom Duty Amount
Assessable value (A) 70,00,000
Basic Custom Duty @ 15% of (A) (B) 10,50,000
Social Welfare Surcharge @ 10% of (B) (C) 1,05,000
Total BCD (B + C) 11,55,000
Total  value of imported goods before
IGST = (A + B + C) (E) 81,55,000
IGST @ 12% of (E) (F) 9,78,600
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Total imported cost or land
Cost of import (A + B + C + F) 91,33,600
Notes:

(i) IGST is computed on (AV + BCD + Social Welfare Surcharge)
(ii) IGST paid is not considered to the value for purpose of calculating

compensation cess.

3. GST Compensation Cess

GST compensation cess is levied as per the provisions of sec 3(9) of the customs
Tariff Act on the value of imported goods as determined under sec 8 of GST Act
2017 at such rate, not exceeding 40%. GST compensation cess is determined on
combine rule of AV + BCD + Social Welfare Surcharge. IGST and GST
compensation cess is computed separately.
Example 3
Mr. Sarthak imported goods from China valuing $ 100000. Rate of exchange
was ̀  70, BCD @15%, Social Welfare Surcharge @ 10%, IGST = 12%, GST
compensation cess @ 10%. Compute Total custom Duty payable by Mr. Sarthak.

Solution:
Compensation of Total custom Duty payable by Mr. Sarthak

Particulars of Determination of Custom Duty Amount
Assessable value (AV)  $ 100000 ×  ` 70 (A) 70,00,000
Basic Custom Duty @ 15% × (A) (B) 10,50,000
Social Welfare Surcharge @ 10% of B (C) 1,05,000
Total  value of imported goods for

IGST = (A + B + C) (E) 81,55,000
Add: IGST @ 12% of (E) (F) 9,78,600
Add: GST compensation cess @ 10% of (E) (G) 8,15,500
Total cost of imported goods/Landed

cost (E + F + G)                (H) 99,49,100
Total custom duty payable (H – A) 29,49,100

4. Protective Duties u/s 6(1)

Central Govt. levy protective duties on recommendation of Tariff commission as
per the sec 6(1) of the custom Tariff Act 1975 for protection of interest of domestic
industries established in India. The increase or decrease of rate of protective duty
is the sole power of Central Government. The Protective Duties (PD) shall have
effect only upto the date as specified in the notification and inclusive of the day.
However, on recommendation of WTO, Protective Duties (PD) is not supposed
to be levied. Hence, there is no existence of this duty in force now.

No education cess & SHEC is considered when computing protective Duty.
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5. Safeguard Duty (SD)

Safe guard Duty is imposed by Central Govt. u/s  8(B)(1) of the custom Tariff Act
for the purpose of protecting the interest of any domestic industry in India while
imports in increased quantity causes injury to domestic industry.

Safeguard duty is imposed irrespective of origin of the imported goods.
However, safeguard duty cannot be imposed on article originating from
developing countries under certain conditions.
No EC & SHEC is considered while computing safeguard duty.
Safeguard duty shall remain in force for more than 4 years from the date
on which it was imposed and can but total period of imposition (including
extension time) cannot be beyond 10 years from date of imposition.
However, provision of Safe guard Duty on goods from DTA remain
force not more than 200 days.

6. Anti Dumping  Duties - U/S 9A of Custom Tariff Act

Dumping means export of good by the exporters of the one country /territory to
the markets of the another country at a price lower than the price prevailing in the
country of export and the difference in such price is called margin of dumping .This
is an unfair trade practice which can have a distractive effect on international trade
and needs to be condemned under WTO law.

Anti-dumping is measure to rectify the trade distortive effect of dumping
and re-establish fair trade, which is achieved by imposition of a duty on dumped
imports, not exceeding the margin of dumping.
Application of Anti-dumping

(i) The anti-dumping duty is levied and collected as a duty of customs and
charged over and above the National custom duty chargeable on import
of the item.

(ii) Anti-dumping duty is not creditable.
(iii) It will be charged as an extra cost on dumped imports.
(iv) Anti-dumping duty is levied by central Govt. which cannot exceed the

margin of dumping.
(v) This Duty is country-specific whereas safeguard duty is product specific.
(vi) No EC & SHEC is considered while calculating Anti-dumping Duty.
(vii) The value for calculation of IGST as well as GST compensation cess

shall inclusive Anti-dumping duty amount and safeguard duty amount.
(viii) No Anti-dumping duty is imposed on goods imported by a 100 % EoU

or units located in the free trade zones.
Example 4
Mr. Sandip imported certain goods weighting 1000 kg with CIF value of $ 10000.
Exchange rate $ 60, BCD = 15%. As per the notification, the Anti-dumping duty
will be equal to the difference between the commodity calculated @ $ 70 per kg
and the landed value of the commodity as imported. IGST @ 12%. You are
required to compute custom duty and anti-dumping duty payable by Mr. Sandip.
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Solution:

Statements showing compensation of custom duty and anti dumping duty payable
by Mr. Sandip.

Particulars Amount
Assesable vaules = 10000 kg × ` 60 (A) 6,00,000
Add: BCD @ 15% on A (B) 90,000
Add: Social Welfare Surcharge @ 10% of B (C) 9,000
Landed value of imported guard (A + B + C) (E) 6,99,000
Lost of commodity for purpose of
anti-dumping notification
= 1000 kg × us $ 70 per kg × ` 60 (F) 42,00,000
Anti-dumping Duty (F – E) 35,01,000

Levy/chargebility of Custom Duty (Sec. 12)
As per provision of section 12 of Custom Act, the taxable events for payment

of the duty of customs is done when import or export of goods into or out of India.

Essential requirements of charging Custom Duty

(i) The levy of custom duty is always on goods as per sec. 2/22.
(ii) Custom duty is levied on goods imported into or exported from India.
(iii) Taxable event in case of import is due then the goods cross the

custom barrier and the bill of entry for home consumption is filled. Hence,
taxable event is not due when goods landed in India or entered territorial
water of India.

(iv) In case of goods are not cleared immediately for home consumption
and deposited in a warehouse for later use. The taxable event is due
when it is cleared from warehouse for home consumption.

(v) Rate of Custom Duty is levied as specified on the custom Tarrif Act,
1975. The first schedule of the custom Tariff Act, 1975 contains the list
of goods liable to import duty whereas the second schedule contains
the list of goods liable to export duty.

(vi) Taxable events in case of export of goods is completed when the
goods cross the territorial water of India. However, the export duty is
collected before the vessel leaves the port. Hence, it is concluded that
the taxable event is due when the proper officer makes an order permitting
clearance (i.e., entry outward) granted and loading of goods for
exportation takes place.

Note:
Crossing customs barriers means when goods are imported into India even

after the goods are unloaded from the ship and even after the goods are assessed
to duty subsequent to the filing of a bill of entry, the goods cannot be regarded as
having crossed the custom barrier until the duty is paid and the goods are brought
out of the limit of the customs station.
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Date for determining the rate of duty for imported Goods (Sec. 15)

Sec. 15 of the Custom Act, 1962 provides the following provisions for date for
determining of rate of duty.

(i) In case of Goods entered for home consumption

Prevailing rate of BCD at the time of submission of bill of entry or prevailing rate of
BCD at the time of inwards granted to the vessel which ever is later.

(ii) In case of goods cleared from warehouse

Prevailing rate of duty on the date of presentation of bill of entry for home
consumption.

(iii) In case of other goods
Prevailing rate of duty on date of payment of duty.

(iv) Exchange rate for imported goods

The prevailing exchange of rate as declared by CBIC. If more than one exchange
rate of CBIC, exchange rate of CBIC on date of presentation/submission of bill of
entry will be applied.
Example 5: (Date of entry and rate of duty on imported goods)
Mr. Pravash imported certain goods from China $ 5,000. The details of transaction
is given below.

Particulars          Date Exchange rate Rate of BCD
declared by CBIC

Date of submission
of Bill of entry 1st January 2019 ` 68 12%
Date of entry wants
granted to the vessel 20th March 2019 ` 70 15%

Determine custom Duty payable by Mr. Pravash in India.

Solution:

Particulars Amount (`)
Assessable value = $5000 × ` 68 (A) 3,40,000
BCD @ 15% on (A)  (B) 51,000
Social Welfare Surcharge @ 10% on (B) (C) 5,100
Total landed cost of import (A + B + C) 3,96,100
Total custom duty payable (B + C) 56,100
Note - 1:
As per the provisions of Sec. 15, the rate of BCD is date of submission of

Bill of entry or date of entry onwards which ever is later i.e., 15%.
Note -  2 :
Further rate of exchange is ̀  68 as the date of submission of Bill of entry.
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Example 6: (Rate & Date for warebased goods)
Mr. Rashmi Ranjan, an Indian importer imported some goods from USA for $
5000. The goods were duly imported as following circumstances.

Particulars          Date Exchange rate Rate of BCD
declared by CBIC

Submission of Bill of entry
for warehouse       1st March ` 65 10%
Submission of entry inwards
granted to the vessel       5th March ` 68 12%
Clearance from warehouse for
home consumption/presentation
of sub-bill of custom for home
consumption      10th March ` 70 15%

Determine the total Customs Duty payable by Mr. Rasmi Ranjan.

Solution:
Particulars Amount (`)
Assessable value $5000 × 65  (A) 3,25,000
BCD @ 15% of (A) (B) 48,750
Social Welfare Surcharge @ 10% of (B) (C) 4,875
Total lended cost (A + B + C) 3,78,625
Total custom duty payable (B + C) 53,625

Rate & Date applicable for exported Goods (Sec. 16)

Example 7
Mr. Alok exported certain goods at FOB price of goods of $10,000. Shipping bill
presented electronically on 25-2-2019 and proper officer passed order for
permitting clearance and loading of goods for export on 31-03-2019. The Rate
of exchange and rate of export duty were 65 and 12% respectively on 25-02-
2019. The rate of exchange and rate of export duty were 70 and 15% respectively
as on 31-03-2019.

Determine custom duty payable by Mr. Alok.

Solution:

Particulars Amount (`)
FOB = $10,000× ` 65   (A) 6,50,000
Custom duty/Export duty @ 15% on A = 97,500

Note - 1:
No Health and Education cess on export duty.
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Cases of No Custom Duty:
(i) The custom Duty is not levied on pilfered goods as per provisions of

Sec - 13 of Customs Act, if import goods are pilfered after unloading
and before order for clearance for home consumption by the proper
officer.

(ii) Import duty is not levied when goods are damaged or deterioted  before
or during the course of their unloading (Sec - 22)

(iii) Central Government may waive duty for public interest by issuing
notification on official Gazette.

(iv) No duty is levied if goods are abandoned by the importer or unwilling
or unable to take delivery of imported goods due to breach of contract,
not as per specification and damaged during voyage.

(v) No duty is charged when goods are destroyed due to natural causes at
any time before clearance of goods for home consumption (Sec – 22).

5.5 VALUATION RULES FOR IMPORTED
GOODS

1. Customs duty is payable as a percentage of ‘Value’ often called
‘Assessable Value’ or ‘Customs Value’. The Value may be either (a)
‘Value’ as defined in section 14(1) of Customs Act or (b) Tariff value
prescribed under section 14(2) of Customs Act.  (In some cases tariff
values are fixed by the central government from time to time for some
specified goods. Once the tariff value of any commodity is fixed, then
the value for determination of duty is not the value u/s 14(1), but it will
be the tariff value.

2. Transaction value at the time and place of importation or exportation,
when price is sole consideration and buyer and sellers are unrelated is
the basic criteria for ‘value’ u/s 14(1) of Customs Act. Thus, CIF (COST,
INSURANCE & FREIGHT) value in case of imports and FOB
(FREIGHT ON BOARD) value in case of exports is relevant.

3. In case of high sea sale, price charged by importer to assessee would
form the assessable value and not the invoice issued to the importer by
foreign supplier.  National Wire v. CC 2000(122) ELT 810 (CEGAT)
Godavari Fertilizers v. CC (1996) 81 ELT 535 (CEGAT). (CUSTOMS,
EXCISE, GOLD CONTROL, APPELLATE TRIBUNAL)

4. Rate of exchange will be as determined by CBE&C or ascertained in
manner determined by CBE&C. (CENTRAL BOARD OF EXCISE
AND CUSTOMS).

5. Valuation for customs is required to be done as per provisions of Customs
Valuation (Determination of Value of Imported Goods) Rules, 2007.

6. Commission to local agents, packing cost, value of goods supplied by
buyer, royalty relating to imported goods are addible.
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7. Interest on deferred payment, demurrage and value of computer software
loaded is not to be added.

8. Old machinery and old cars are often valued on basis of depreciated
value, though such method has no sanction of law.

9. Rate of exchange
Imports - Date of bill of entry
Exports - As notified by CBEC and not as per any other body.

Check Your Progress

3. State the different types of custom duties as per 1st and 2nd schedule of
the custom Tariff Act, 1975

4. Give the meaning of Protective Duties u/s 6(1).

5.6 METHOD OF VALUATION

The methods of valuation for customs are as follows:
1. Transaction Value of Imported Goods [Section 14(1) and Rule 3(1)].
2. Transaction Value of Identical Goods [Rule 4].
3. Transaction Value of Similar Goods [Rule 5].
4. Deductive Value which is based on identical or similar imported goods

sold in India [Rule 7].
5. Computed value which is based on cost of manufacture of goods plus

profits [Rule 8].
6. Residual method based on reasonable means and data available

[Rule 9].
These methods are to be applied in sequential order, i.e. if method one

cannot be applied, then method two comes into force and when method two also
cannot be applied, method three should be used and so on. The only exception is
that the ‘computed value’ method may be used before ‘deductive value’ method,
if the importer requests and Assessing Officer permits.
1. Transaction Value of Imported Goods [Rule 3(1)]
Value of imported goods shall be transaction value adjusted in accordance with
provisions of the law.

As per Customs Valuation Rules, various additions like sales commission,
cost of containers, cost of packing; cost of materials, components etc. or services
supplied by buyer; royalties payable, transport charges, insurance etc. are includible,
if these do not already form part of transaction value.
2. Transaction Value of Identical Goods  [Rule 4]
Customs Valuation Rules  provide that if valuation on the basis of ‘transaction
value’ is not possible, the ‘Assessable value’ will be decided on basis of transaction
value of identical goods sold for export to India and imported at or about the
same time.
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3. Transaction Value of Similar Goods [Rule 5]
If first method of transaction value of the goods or second method of transaction
value of identical goods cannot be used, valuation rule provide for valuation on
basis of ‘Transaction value of similar goods imported at or about the same time’.

Customs Valuation rules, define ‘similar goods’ as (a) alike in all respects,
have like characteristics and like components and perform same functions. These
should be commercially inter-changeable with goods being valued as regards quality,
reputation and trade mark. (b) The goods should have been produced in the same
country in which the goods being valued were produced. (c) They should be
produced by same manufacturer who has manufactured goods under valuation - if
price of such goods are not available, price of goods produced by another
manufacturer in the same country can be considered. However, if engineering,
development work, art work, design work, plan or sketch under-taken in India
were completed by the buyer on these imported goods free of charge or at reduced
rate for use in connection with the production and sale for export of these imported
goods, these will not be ‘similar goods’.
4. Deductive Value Method  [Rule 7]
This method should be applied if transaction value of identical goods or similar
goods is not available; but these products are sold in India. The assumption made
in this method is that identical or similar imported goods are sold in India and its
selling price in India is available. The sale should be in the same condition as they
are imported. Assessable Value is calculated by reducing post-importation costs
and expenses from this selling price. This is called ‘deductive value’ because
assessable value has to be arrived at by method of deduction.
5. Computed Value Method [Rule 8]
In this method, value is the sum of (a) Cost of value of materials and fabrication or
other processing employed in producing the imported goods (b) an amount for
profit and general expenses equal to that usually reflected in sale of goods of the
same class or kind, which are made in the country of exportation for export to
India. (c) The cost of value of all other expenses i.e. transport, insurance, loading,
unloading and handling charges.
6. Residual Method [Rule 9]
This method is used in cases where ‘Assessable Value’ cannot be determined by
any of the preceding methods. While deciding Assessable Value under this method,
reasonable means consistent with general provisions of these rules should be the
basis and valuation should be on basis of data available in India. The value so
determined cannot be more than the ‘normal price’ i.e. price at which such or like
goods are ordinarily sold or offered for sale for delivery at the time and place of
importation in course of International Trade, when seller and buyer have no interest
in the business of each other or one of them has no interest in the other and price
should be sole consideration for sale or offer for sale.
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Transaction Value

Inclusions to the Customs Value:
1. Commission and brokerage, except buying Commission, if not already

included in the invoice price.
2. Cost of container which are treated as being one with the goods for

customs purposes, if not already included in the invoice price.
3. Cost of packing whether labour or materials, if not already included in

the invoice price.
4. Materials, components, tools, dies, moulds, and consumable used in

production of imported goods, supplied by buyer directly or indirectly,
free of charge or at reduced cost, to the extent not already included in
price.

5. Engineering, development, art work, design work, plans and sketches
undertaken elsewhere than in India and necessary for production of
imported goods, to the extent not already included in price.

6. Royalties and license fees relating to imported goods that buyer is required
to pay, directly or indirectly, as a condition of sale of goods being valued.

7. Value of proceeds of subsequent resale, disposal or use of goods that
accrues directly or indirectly to seller.

8. All other payments made as condition of sale of goods being valued
made directly or to third party to satisfy obligation of seller, to the extent
not included in the price.

9. Cost of transport upto place of importation.
10. Loading, unloading and handling charges associated with delivery of

imported goods at place of importation.
11. Cost of insurance.

5.7 CALCULATION OF THE ASSESSABLE
VALUE

Proforma for the Calculation of the Assessable Value of the Imported Goods

 Particulars Amount

Free-on-Board Price (FOB Value) xxx
Add: Cost of transport of the imported goods to the place of
Importation (Refer note-1) xxx
Add: Cost of Insurance (Refer note-2) xxx

Cost of Insurance and Freight Price and Selling Commission xxx

Assessable Value xxx
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Note 1: Cost of transport of the imported goods to the place of
importation:
(a) The actual cost of transport must be added
(b) However, where the goods are imported by air, the actual cost of

transportation or 20% of ‘FOB Price’, whichever is less must be
added.

(c) Where the transport price is not ascertainable, 20% of FOB Price
must be added.

(d) Demurrage charges and post importation charges are not includible
in customs value

(e) Importation cost within India are not required to be added to A.V.
Note 2: Cost of Insurance:
(a) The actual cost of insurance on goods till the place of importation

must be added.
(b) Where insurance charges are not ascertainable, 1.125% of FOB

price must be added.
(c) FOB value and insurance cost is not ascertainable but FOB value

+ cost of transportation, loading, unloading of imported goods to
the place of importation is ascertainable, cost of insurance will be
calculated at 1.125% of such total cost.

(d) For determining the INR value of the imported goods, rate of
exchange, notified by the CBEC prevalent to the date of filling bill
of entry must be considered.

Note 3: Landing charges are not includible w.e.f. 26.09.2017.

Calculation of Custom  Duty

Format of Calculation of Custom Duty

Seq.  Description Amount Total
Customs

Duty

A Assessable Value ̀  [normally equals CIF value] xxxx
B Basic Customs Duty xxx xxx
C Social Welfare Surcharge @ 10% of ‘B’ xxx xxx
H Sub-total for IGST (A + B + C) xxx
I IGST – on H (as per IGST rate) xxx xxx
J Total Customs Duty xxx
K Total Duty Rounded to xxx
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Illustration 1:

Calculation of customs duty payable is as follows, if assessable value  ̀  50,000,
BCD 15% and IGST rate taken as 18%.
Solution:

Seq.  Description Amount Total
Customs

Duty

A Assessable Value 50,000
B Basic Customs Duty (15%) 7,500 7,500
C Social Welfare Surcharge @ 10% of 7,500 750 750
H Sub-total for IGST (A + B + C) 58,250
I IGST – on H (58,250 x 18%) 10,485 10,485
J Total Customs Duty 18,735
K Total duty rounded to 18,735

Illustration 2: (Problem on anti-dumping duty)

Ms. Supriya imported certain goods weighing 150 kgs. With CIF value US $
5,000. Exchange rate was 1 US $ =  ̀  65 on the date of presentation of bill of
entry as on 15-03-2019. Basic customs duty is chargeable @ 15% and Social
Welfare Surcharge as applicable. As per Notification issued by the Government
of India, anti-dumping duty has been imposed on these goods. The anti-dumping
duty will be equal to difference between amount calculated @ US $ 50 per kg.
and ‘landed value’ of goods. Basic customs duty is @ 15% and IGST rate is
18%. You are required to compute custom duty and anti-dumping duty payable
by Ms. Supriya.

Solution:
Calculation on CIF value

CIF value (5,000 × 65) = ` 3,25,000.
Computation of Customs Duty

Seq.  Description Amount Total
Customs

Duty

A Assessable Value 3,25,000
B Basic Customs Duty (15%) 48,750 48,750
C Social Welfare Surcharge @ 10% of 48,750 4,875 4,875
H Sub-total for IGST (A + B + C) 3,78,625
I IGST – on H (3,78,625 × 18%) 68,152.5 68,152.5
J Total Customs Duty 1,21,777.5
K Total duty rounded to 1,21,778
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Landed value = Assessable Value + Customs Duty
                  = 3,25,000 + 1,21,778 = ` 4,46,778
Value calculated @ USD 30 per kg = 50 × 150 × 65 = ` 4,87,500
Hence, Anti-dumping duty = 4,87,500 – 4,46,384 = ̀  41,116.

Illustration 3:

From the following particulars, determine the assessable value of the imported
equipment, (Assumed that goods are imported on 29.02.2018).

(a) FOB cost of equipment (Japanese Yen) – 5,00,000 Yen
(b) Freight charges in Japanese Yen – 50,000 Yen
(c) Charges for development connected to equipment paid in India –

` 1,60,000
(d) Insurance charges paid in India for transportation from Japan ̀  45,000
(e) Commission payable to agent in India - ̀  35,000.

Exchange rate as per RBI is 1 Yen = ̀  0.45. Exchange rate as per CBEC is
1 Yen = ` 0.50.

Solution:

Japanese Yen Amount

FOB Value of equipment 5,00,000 2,50,000
Add: Freight charges 50,000 25,000
Add: Transit Insurance 45,000
Add: Selling Commission 35,000
Total CIF Value 3,55,000
Assessable Value 3,55,000

Illustration 4:
An importer imports some goods @ 10,000 US$ on CIF basis, on 02.01.2019.
Following dollar rate are available on the date of Presentation of bill of entry.

(a) RBI floor rate: 59.37
(b) Interbank closing rate ̀  59.38
(c) Rate notified by CBEC under section 14(3) (a)(1) of Customs Act

` 59.55
(d) Rate at which bank has realized the payment from ̀  59.58

Find the Assessable Value for customs purpose.
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Solution:
Always take Rate Notified by CBE & C for the calculation:

CIF Price = 10,000 US$
CIF value of goods is ̀  (10,000 × 59.55) = 5,95,500
Assessable Value/Customs Value 5,95,500

Note:
CIF = Cost of Insurance and Freight
FOB = Freight of Board
1.125% Insurance is taken, if nothing is given about insurance in problem.
HSN = Harmonized System of Nomenclature
MFN = Most Favoured Nation

Illustration 5:

A consignment is imported by air on 2019. CIF price is 1000 US$. Freight is 320
US$. Insurance cost was $ 35. Exchanges rates as follows RBI floor rate: 59.37,
Interbank closing rate ̀  59.38, Rate notified by CBEC under section 14(3) (a)(1)
of customs act ̀  59.55, Rate at which bank has realized the payment ̀  59.58.
Find the Value for Customs purposes.
Solution:

Calculation of FOB

CIF value = 1000 US$

Less: Freight Charges = 320 US$

Less: Insurance = 35 US$

FOB value = 645 US$

Add: Freight charges (20% of FOB) =        129  US$

Add: Insurance =  35   US$

CIF value = 809  US$

CIF in ` (809 × 59.55) = 48,175.95

Custom Value = 48,175.95
Note: (a) If goods are Imported by air, freight is restricted to 20% of FOB

value or amount of our freight available, whichever is less.
(b) CIF includes freight and insurance. If we deduct Freight and

Insurance, we get FOB.

Illustration 6:

From the following particulars determine the assessable value of the imported
equipment giving explanation for each item:

(a) FOB cost of equipment (Japanese Yen) 2,00,000 Yen
(b) Freight charges in Japanese Yen 20,000 Yen
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(c) Charges for development connected to equipment paid in India ̀  60,000
(d) Insurance charges paid in India for transportation from Japan ̀  15,000
(e) Commission payable to agent in India ̀ 15,000.
(f) Exchange rate as per RBI is 1 Yen = ̀  0.58 Exchange rate as per CBE & C

1 Yen  = ` 0.60.
Solution:

Calculation of AV/CV

Particular   Japanese Amount (`)
(Yen)

Fob value of equipment 2,00,000 1,20,000
Add: Freight charges 20,000 12,000
Add: Insurance transit 15,000
Add: Selling commission 25,000

Assessable Value 1,72,000

Note: 1. Any development charges, sketch, design, art work paid by
Exporter or Manufacturer in foreign currency is includable.

2. Any buyer or importer charges not includable.
3. Insurance cost is includable which is paid by exporter for exporting

goods to importer destination.
4. Any commission which is paid by the exporter to his agent who is

residing in any country is includable.

Illustration 7:

Compute the assessable value for purpose of determination of custom duty from
the following data:

(a) Machinery imported from USA by air (FOB price) US $ 4,000
(b) Accessories compulsorily supplied along with the machinery US $ 1,000
(c) Air freight US $ 1,200
(d) Insurance charges actual not available.
(e) Local agent’s commission to be paid in Indian currency ̀  9,300
(f) Transportation from Indian airport to factory ̀  4,000.
(g) Exchange rate US$ 1 = ̀  60. Provide explanation where ever necessary.

Solution:
Note: Accessories and spare parts and maintenance implements which are

compulsorily supplied along with the machinery are chargeable at the same rate as
applicable to main machine.



Introduction and Brief
Background of Customs
Duty

NOTES

Self-Instructional
276 Material

FOB value of Imported goods  - US $
Machinery = 4,000 US$
Add: Accessories = 1,000 US$
                            FOB 5,000 US$
Add: Freight (Air) 20% of FOB = 1,000 US$
(5,000 × 20%)
Add: Insurance charges 1.125% = 56.25 US$
(5,000  × 1.125%)
                            CIF = 6,056.25 US$
      CIF in ` (6,056.25 × 60) = 3,63,375
Add:  Local agent commission = 9,300
                             CIF = 3,72,675
Assessable Value =   3,72,675

Illustration 8:

From the following information, compute the assessable value:
(i) Value of Machine in UK pounds 32,000. FOB
(ii) Engineering and design charges paid – UK pounds 12,000
(iii) Freight paid (Air) – UK pounds 6000
(iv) Insurance – Not Known
(vi) The exchange rate announced by the Central Government is ̀  68 per

UK pound.
Solution:

Calculation of Assessable Value

Particulars UK (Pounds) Amt. (`)

FOB 32,000
Add: Engineering and design charge 12,000
Add: Freight charge 6,000
Add: Insurance charge @ 1.125 of FOB 360

50,360
CIF value @ 68 (50,360 × 68) 34,24,480

Assessable value 34,24,480

Illustration 9:

Techno Ltd. imported some goods from LMP Inc. of United States by air freight.
You are required to compute the value for purposes of customs duty under the
Customs Act, 1962 from the following particulars. CIF value- US$ 6,000, freight
paid - US$ 2,000, Insurance cost - US $ 700. The bank had received payment
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from the importer at the exchange rate of US $ 1 = ̀  60.5 while the CBE & C
notified exchange rate on the relevant date was US $ 1 = ` 60. Make suitable
assumptions where required and provide brief explanation to your answer.
Solution:

CIF value = 6,000 US $
Less: Freight charges = 2,000 US $
Less: Insurance cost = 700 US $
                                   FOB = 3,300 US $
Add: Freight charges (3,300 × 20%) = 660
        Or  (w.e.l) =   660 US $
      Actual Air Fright = 2,000
Add: Insurance cost = 700 US $
                                    CIF =   4,660 US $
CIF value in `  (4,660 × 60) = 2,79,600
              Customs Value = 2,79,600
     Note: Whenever air freight is taken = Freight charges or 20% on F.O.B

(w.e.l) is taken.

Illustration 10:

Mr Bharath imports by air from USA a machine along with relevant accessories
and spares for the value US $ 1,20,000 FOB. The other details are as follows:

(a) Commission to local agent in India ̀  27,000
(b) Freight and Insurance from airport to factory godown ̀  30,000
(c) Freight – US $ 36,000 (US to India)
(d) Goods are insured, premium amount is not shown in invoice and not

available
(e) At the request of Mr. Bharath, US $ 6000 has been incurred as expenses

for improving the design of the machine, but the same is not reflected in
the invoice.

(f) Basic custom duty is 15%, CIF value @ 68 (50,360 × 68) and IGST –
18%

(g) Exchange rate to be considered US $ 1 = ̀  72
Solution:

Calculation of Assessable Value

Particulars US ($) Amt. (`)

FOB 1,20,000
Add: Air freight (Air freight should not
      exceed 20% on FOB) [1,20,000$ × 20%] 24,000
Add: Insurance charge 1.125% on FOB 1,350
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Add: Improving the design charge 6,000
1,51,350

Total in ̀ (1 $ = ̀  72) 1,08,97,200
Add: Commision to local agent 27,000

Assessable value 1,09,24,200

Calculation of Total Custom Duty

Seq.  Description Amount Total
Customs

Duty

A Assessable Value 1,09,24,200
B Basic Customs Duty (15%) 16,38,630 16,38,630
C Social Welfare Surcharge

@ 10% of 16,38,630 1,63,863 1,63,863
H Sub-total for IGST (A + B + C) 1,27,26,693
I IGST – on H (IGST rate @ 18%) 22,90,804.7 22,90,804.7

J Total Customs Duty 40,93,297.7
K Total duty rounded to 40,93,298

Illustration 11:

Udita Ltd., an actual user imports certain goods from USA, at Chennai port, at
cost of $ 1,00,000 FOB. The other details are as follows:

(i) Packing charges: $ 22,000.
(ii) Sea freight to Indian port: $ 28,000.
(iii) Transit insurance: $ 10,000.
(iv) Design and development charges paid to a consultant in USA by importer:

$ 9,000.
(v) Selling commission to be paid by the Indian importer: ` 5,000.
(vi) Rate of exchange announced by RBI: ̀  59.5 per $.
(vii) Rate of exchange notified by the Central Board of Excise and Customs:

` 60 per $. Rate of basic custom duty: 15% and IGST 18%.
Compute the assessable value of the imported goods and the basic customs

duty payable.
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Solution:
Statement Showing Assessable Value of the Imported Goods

and Customs Duty Payable

Sl.No Particulars Value (in US$) Remarks

FOB 1,00,000 Included into the
Add: Packing charges 22,000 assessable value
Add: Sea freight 28,000
Add: Insurance 10,000 No restriction on sea
Add: Design and
development charges 9,000 freight
Add: Selling Commission
(5,000/60) 83.33
                CIF 1,69,083.33 US $
CIF value in ̀
(1,69,083.33 × 60) 1,01,45,000

Assessable Value 1,01,45,000

Calculation of Total Custom Duty

Seq.  Description Amount Total
Customs

Duty

A Assessable Value 1,01,45,000
B Basic Customs Duty (15%) 15,21,750 15,21,750
C Social Welfare Surcharge

@ 10% of 15,21,750 1,52,175 1,52,175
H Sub-total for IGST (A + B + C) 1,18,18,925
I IGST – on H (IGST rate @ 18%) 21,27,406.5 21,27,406.5

J Total Customs Duty 38,01,331.5
K Total duty rounded to 38,01,332

Illustration 12:

The following information is furnished by Mr. Kiran on 8th April 2019 in respect
of  imported from USA:
FOB value $ 20,000
Exchange rate $ 1 = ` 60
Air freight $ 4,500
Insurance charges not known
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Landing charges ` 1,000
Basic customs duty 15%

Calculate the total customs duty payable by Mr. Kiran, If IGST is 18%.
Solution:

Statement showing customs duties payable by Mr. Kiran

Sl.No Particular USD ($) Total Duty

FOB 20,000
Add: Air freight (Air freight should not
exceed 20% on FOB)

[20,000$ × 20%] 4,000
Add: Insurance 1.125% on FOB    225
CIF value 24,225

Assessable value 24,225

Calculation of Total Custom Duty

Seq.  Description Amount Total
Customs

Duty

A Assessable Value (24,225 × 60) 14,53,500
B Basic Customs Duty (15%) 2,18,025 2,18,025
C Social Welfare Surcharge @ 10% of 2,18,025 21,802.5 21,802.5
H Sub-total for IGST (A + B + C) 16,93,327.5
I IGST – on H (16,93,246 × 18%) 3,04,798.9 3,04,798.7
J Total Customs Duty 5,44,626.45
K Total duty rounded to 5,44,626

Illustration 13:
A consignment is imported by air. CIF price is 2,000 Euro. Air freight is 550 Euro
and insurance cost is Euro 50. Exchange rate announced by CBE & C as per
customs notification is 1 Euro = ̀  54.15. Basic customs duty payable is 10%.
Excise duty on similar goods produced in India is 16%. Social Welfare Surcharge
@ 10% is applicable. Find value for customs purpose and total customs duty
payable.
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Solution:

Computation of Assessable Value

Sl.No Particulars Value in
EURO (€)

CIF price 2,000
Less: Air freight 550
Less: Insurance 50
FOB price 1,400
Add: Air freight Restricted to 20% on
FOB (1,400 × 20%) 280
Add: Insurance 50
Assessable Value 1,730

Calculation of Total Custom Duty

Seq.  Description Amount Total
Customs

Duty

A Assessable Value (1,730 × 54.15) 93,679
B Basic Customs Duty (93,679 × 10%) 9,367 9,367
C Social Welfare Surcharge @ 10% of 9,367 936.7 936.7
H Sub-total for IGST (A + B + C) 1,03,982.7
I IGST – on H (1,03,982.7 × 18%) 18,716.8 18,716.8
J Total Customs Duty 29,020.58
K Total duty rounded to 29,021

Illustration 14:
‘A’ imports by air from USA a gear cutting machine complete with accessories
and spares. The value US $ F.O.B. 20,000 other relevant date/information:

1. At the request of the importer, US $ 1,000 have been incurred for
improving the design, etc. of machine, but is not reflected in the invoice,
but will be paid by the party,

2. Freight - US $ 6,000,
3. Goods are insured but premium is not shown/available in invoice,
4. Commission to be paid to local agent in India ̀  4,500,
5. Freight and insurance from airport to factory is ̀  4,500,
6. Exchange rate is US $ 1 = ̀ 45,
7. Duties of customs: basic - 15%, Social Welfare Surcharge @ 10% on

duty as applicable.
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Compute:
(i) Assessable value,
(ii) Customs duty.

Solution:
Calculation of Assessable Value

Particular Amount

FOB Value of Machine (20,000 × 45) 9,00,000
Add: Freight charges 1,80,000

(Actual 6,000 restricted to 20% of FOB = 4,000)
(4,000 × 45)

Add: Transit Insurance (20,000 × 1.125% = 225 × 45) 10,125
Add: Design and Development charges paid in USA

(1000 × 45) 45,000
Add: Selling Commission (Commission paid to local  agent) 4,500
Assessable Value 11,39,625

Calculation of Total Custom Duty

Seq.  Description Amount Total
Customs

Duty

A Assessable Value 11,39,625
B Basic Customs Duty (11,39,625 × 15%) 1,70,944 1,70,944
C Social Welfare Surcharge @ 10% of 1,70,944 17,094.4 17,094.4
H Sub-total for IGST (A + B + C) 13,27,663.4
I IGST – on H (13,27,663.4 × 18%) 2,38,979.4 2,38,979.4
J Total Customs Duty 4,27,017.8
K Total duty rounded to 4,27,018

Illustration 15

Compute the assessable value and custom duty payable from the following
information:

(i) FOB value of machine - 8,000 UK Pounds
(ii) Freight paid (air) - 2,500 UK pounds
(iii) Design and development charges paid in UK- 500 UK Pounds
(iv) Commission payable to local agent @ 2% of FOB in Indian rupee
(v) Date of bill of entry- 24-10-2018 (Rate BCD 15%, Exchange rate as

notified by CBE & ̀  68 per UK Pound)
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(vi) Date of entry inward- 20-10-2018 (Rate of BCD 10%, exchange rate
as notified by CBE & C ̀ 70 per UK Pound)

(vii) Insurance charges actually paid but details not available.
Solution:

Calculation of Assessable Value

Particular UK Pound Amount (`)

FOB Value of Machine (8,000 × 68) 8,000 5,44,000
Add: Freight charges (Actual 2,500 restricted

to 20% of FOB = 1,600 UK Pound)
(1,600 × 68) 1,600 1,08,800

Add: Transit Insurance
(1.125% of FOB) (90 × 68) 90 6,120
Add: Design and Development charges paid in UK 500 34,000
Add: Selling Commission 10,880

(Commission paid to local  agent)

Assessable value 7,03,800

Calculation of Total Custom Duty

Seq.  Description Amount Total
Customs

Duty

A Assessable Value 7,03,800
B Basic Customs Duty (7,03,800 × 15%) 1,05,570 1,05,570
C Social Welfare Surcharge @ 10% of 1,05,570 10,557 10,557
H Sub-total for IGST (A + B + C) 8,19,927
I IGST – on H (8,19,927 × 18%) 1,47,586.8 1,47,586.8
J Total Customs Duty 2,63,713.8
K Total duty rounded to 2,63,714

Illustration 16:
Compute the duty payable under the Customs Act, 1962 for an imported equipment
based on the following information: Assessable value of the imported equipment
US$ 10,100. Date of Bill of Entry 25.4.2019. Basic customs duty on this date
15% and exchange rate notified by the Central Board of Excise and Customs
US$ 1 = ̀  65. Date of Entry inwards 21.4.2019. Basic customs duty on this date
16% and exchange rate notified by the Central Board of Excise and Customs US
$ 1 = ̀  50. Social Welfare Surcharge @ 10% in terms of the Finance Act, 2018.
Make suitable assumptions where required and show the relevant workings &
round off your answer to the nearest Rupee.
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Solution:
Calculation of Total Custom Duty

Seq.  Description Amount Total
Customs

Duty

A Assessable Value (10,100 × 65) 6,56,500
B Basic Customs Duty (6,56,500 × 15%) 98,475 98,475
C Social Welfare Surcharge @ 10% of 98,475 9,847.5 9,847.5
H Sub-total for IGST (A + B + C) 7,64,822.5
I IGST – on H (7,64,822.5 × 18%) 1,37,668 1,37,668
J Total Customs Duty 2,45,990
K Total duty rounded to 2,45,990

Illustration 17:
From the following data, you are required to compute the customs duty payable
by Sukbhir & Co.

(i) FOB value of textile machine 1,00,000 Euro
(ii) Air freight 26,000 Euro
(iii) Expenses incurred by seller for improving the design, at buyer - importer's

request - 4,000 Euro
(iv) Transit Insurance - 2,000  Euro
(v) Exchange rate 1 Euro = ̀  80
(vi) Basic duty 15%
(vii) The price offered to the importer is a special discounted price. the buyer

-importer has been specifically directed not to disclose this price to any
buyer in India. Seller’s normal selling price is 1,20,000 Euro.

Solution:
 Calculation of Assessable Value

Particular Amount

FOB Value in Euro 1,00,000
Add: Air Freight at 20% on FOB (1,00,000 × 20%) 20,000

[Actual 26,000 or 20% of FOB (w.e.l)]
Add: Transit Insurance 2,000
Add: Improving Design Charges 4,000
CIF Value in Euro 1,26,000

Assessable Value 1,00,80,000
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Calculation of Total Custom Duty

Seq.  Description Amount Total
Customs

Duty

A Assessable Value 1,00,80,000
B Basic Customs Duty

(1,00,80,000 × 15%) 15,12,000 15,12,000
C Social Welfare Surcharge

@ 10% of 15,12,000 1,51,200 1,51,200
H Sub-total for IGST (A + B + C) 1,17,43,200
I IGST – on H (1,17,43,200 × 18%) 21,13,776 21,13,776
J Total Customs Duty 37,76,976
K Total duty rounded to 37,76,976

Illustration 18:
PQR Industries Ltd. has imported certain equipment from Japan at an FOB cost
of 2,00,000 Yen (Japanese). The other expenses incurred by it in this connection
are as follows.

(i) Freight from Japan to Indian port 20,000 yen;
(ii) insurance paid to insurer in India  ̀  10,000;
(iii) Designing charges paid to consultancy firm in Japan 15,000 yen;
(iv) M/s Premium Industries Ltd. spent  ̀   1,00,000 in India for development

work connected with the machine;
(v) Transportation cost from Indian port to factory  ̀  30,000;
(vi) Central Government has announced exchange rate prevailing in the

market was 1 yen =  ̀   0.3948 CBE & C by notification under section
14(3). However the exchange rate prevailing in the market was 1 yen =
` 0.4052

(vii) M/s Premium Industries Ltd. made payment to the bank based on
exchange rate of 1 yen =  ̀   0.4150,

(viii) The commission payable to the agent in India was @5% of FOB price
in Indian rupees. The rate is BCD @15%. Find the Assessable Value.

Solution:

Particular Amount

FOB Cost (2,00,000 × 0.3948) 78,960
Add: Freight (ocean) (20,000 × 0.3948) 7,896
Add: Design Charges in Japan (15,000 × 0.3948) 5,922
Add: Agency Commission at 5% on FOB (78,960 × 5%) 3,948
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CIF Value 96,726
Add: Insurance 10,000

Assessable Value 1,06,726

Illustration 19:

M/s. Premium Industries Ltd., has imported a machine from Japan at an FOB
cost of 1,00,000 yen (Japanese). The other expenses incurred were as follows:

(i) Freight from Japan to Indian port 10,000 yen;
(ii) Insurance paid to insurer in India ̀  5,000;
(iii) Designing charges paid to consultancy firm in Japan 15,000 yen;
(iv) M/s Premium Industries Ltd. spent ̀  50,000 in India for development

work connected with the machine;
(v) Transportation cost from Indian port to factory ̀  15,000;
(vi) central government has announced exchange rate prevailing in the market

was 1 yen = ̀  0.40 by notification under section 14(3). However the
exchange rate prevailing in the market was 1 yen = ̀  0.4052

(vii) M/s Premium Industries Ltd. made payment to the bank based on
exchange rate of 1 yen = ̀  0.4150,

(viii) The commission payable to the agent in India was @ 5% of FOB price
in Indian rupees. The rate is BCD @ 15%.
Find the customs duty and other duties payable.

Solution:

Particular Japanese Yen

FOB 1,00,000
Add: Freight 10,000
Add: Designing charges 15,000

       Sub-total 1,25,000

Particulars Value in (`)

Sub-total (1,25,000 YEN × ̀  0.40) 50,000
Add: Insurance 5,000
Add: Commission (1,00,000 YEN × 5% × ̀  0.40) 2,000

Assessable Value 57,000
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Calculation of Total Custom Duty

Seq.  Description Amount Total
Customs

Duty

A Assessable Value 57,000
B Basic Customs Duty (57,000 × 15%) 8,550 8,550
C Social Welfare Surcharge @ 10% of 8,550 855 855
H Sub-total for IGST (A + B + C) 66,405
I IGST – on H (66,405 × 18%) 11,952.9 11,952.9
J Total Customs Duty 21,357.9
K Total duty rounded to 21,358

Illustration 20:

Determine the total customs duty payable from the following data:
Quantity imported: 100MTs,
FOB value; Swiss Franc: 10,000,
Air Freight: Swiss Franc: 2,500
Insurance: Data not available,
Exchange rate: 1 swiss Franc = ̀  72,
Rate of BCD 15%.

Solution:

Particular Amount
FOB Price
Swiss Francs 10,000
Add: Freight  (20% of FOB)
Swiss Francs 2,000
   [Actual 2,500 or 20% of FOB (w.e.l)]
Add: Insurance cost 1.125% on FOB 112.5
Assessable Value 12,112.5

Calculation of Total Custom Duty

Seq.  Description Amount Total
Customs

Duty
A Assessable Value (12,112.5 × 72) 8,72,100
B Basic Customs Duty (8,72,100 × 15%) 1,30,815 1,30,815
C Social Welfare Surcharge @ 10% of 1,30,815 13,082 13,082
H Sub-total for IGST (A + B + C) 10,15,997
I IGST – on H (10,15,997 × 18%) 1,82,879.4 1,82,879.4
J Total Customs Duty 3,26,776.4
K Total duty rounded to 3,26,776
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Illustration 21:
Compute the assessable value of the machine imported by M/s. Exports India
Pvt. Ltd., under the Customs Act, 1962 (Figures in US $)

(i) FOB price of the machine ̀  10,000
(ii) Air freight paid ̀  2,500
(iii) Insurance for transit of machine not ascertainable
(iv) Cost of development work in India ̀  40,000
(v) Local agent's commission ̀  10,000
(vi) Cost of local transport  ̀  5,000
(vii) Exchange rate applicable US$ 1 = ̀  45

Provide explanation for your answer.
Solution:

(i) FOB price of the machine ̀  10,000  is includable.
(ii) Air Freight restricted to 20% of FOB.
(iii) Insurance 1.125% of FOB.
(iv) Cost of development work in India ̀  40,000 is not includable.
(v) Local agent’s commission ̀  10,000 includable.
(vi) Cost of local transport  ̀  5,000 not includable.

Illustration 22:
Determine the assessable value for the purpose of Customs Act, 1962 from the
following information in respect of import of a machine from UK:

(i) FOB value UK Pound 6,000
(ii) Air Freight UK Pound 1,500
(iii) Design and Development charges paid in UK Pound 500
(iv) Design and Development charges paid in India ̀  10,000
(v) Commission paid to local agents 1 % of FOB value
(vi) Date of Bill of entry 10-04-2019 (exchange rate notified by CBEC UK

Pound 1 = ` 70)
(vii) Date of entry Inward 20-04-2019 (exchange rate notified by CBEC

UK pound 1 = ̀  65). Insurance are not ascertainable. Make assumption
where ever required and provide suitable explanations.

Solution:
Calculation of Assessable Value

Particular Amount

FOB value in UK pound 6,000
Add: Air Freight UK Pound (20% on FOB) 1,500
Add: Design and development charges 500
Add: Commission 1% on FOB (6,000 × 1%) 60
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Add: Insurance charges (6,000 × 1.125%) 67.5
CIF value in UK Pound 8,127.5

Assessable Value 5,68,925

Note: Air freight is to be restricted to 20%. Exchange rate on date of
presentation of bill of entry i.e as on 10-04-2019 is to be considered, presuming
that Bill of entry was presented on that day. Insurance charges are to be taken as
1.125% of FOB value.

Illustration 23:

A consignment is imported by Air. CIF price is 2500 US dollars. Air freight is 600
US dollars and insurance cost is 75 US dollars. Exchange rate announced by
CBE & C as per customs notification is 1 US dollar = ̀  70. Basic custom duty
payable is 15%. Social Welfare Surcharge @ 10% is applicable. IGST at the rate
of 18%. Find the value for customs purpose and total customs duty payable.
Solution:

Computation of Assessable Value

Sl.No Particulars Value in
 US Dollar

CIF price 2,500
Less: Air freight 600
Less: Insurance 75
FOB price 1,825
Add: Air freight Restricted to 20% on

FOB (1,825 × 20%) 365
Add:Insurance 75

Assessable Value 2,265

Assessable Value (2,265 × 70) = ` 1,58,550
Calculation of Total Custom Duty

Seq.  Description Amount Total
Customs

Duty

A Assessable Value 1,58,550
B Basic Customs Duty (1,58,550 x 15%) 23,782.5 23,782.5
C Social Welfare Surcharge @ 10% of 23,782.5 2,378.2 2,378.2
H Sub-total for IGST (A + B + C) 1,84,710.7
I IGST – on H (1,84,710.7 × 18%) 33,247.9 33,247.9
J Total Customs Duty 59,408.6
K Total duty rounded to 59,409
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Check Your Progress

5. Write short note on Anti Dumping  Duties - u/s 9A of Custom Tariff Act.

5.8 ANSWERS TO ‘CHECK YOUR PROGRESS’

1. What are the procedure generally followed for import of goods as per
the provisions of Customs Act.
The following procedure are generally followed for import of goods as
per the provisions of custom act 1962 for import by ship/air/road.
However, separate procedure are followed for goods imported as a
baggage or by post.
1. Arrival of vessel and goods
2. Submission of Import General Manifest/Import Report (Sec-30)
3. Granting of Entry inwards by the proper officer (Sec-31)
4. Unloading of imported goods (Sec - 32 to Sec - 38)
5. Custody and Removal of imported Goods (Section - 45)
6. Filling of Import Bill of Entry (Section 46)
7. Submission of ancillary documents by the importer
8. Assessment of duty
9. Payment of import duty

10. Issue of out of custom charge order & transport good from custom area
2. Mention the procedure followed while exporting goods from India. The

following board procedure is followed while exporting goods from India.
1. Submission of shipping Bill or Bill of export
2. Submission of other documents
3. Payment of Duty
4. Custom check
5. Clearance of goods for exportation
6. Granting of entry outwards
7. Loading of Goods
8. Submission of export General manifest/Export report

(Section - 41)
9. Let export

3. State the different types of custom duties as per 1st and 2nd schedule of
the custom Tariff Act, 1975. customs Duties include both import and
export duties. Export duties contribute only nominal revenue, but import
duties constitute major part of the revenue from Customs Duties and
include the following.
1. Basic Customs Duty (BCD)
2. Integrated Goods and service Tax (IGST) [Sec. 3(7)]
3. GST compensation cess [Sec. 3(9)]
4. Protective Duties [Sec. 6(1)]
5. Safeguard Duty [Sec. 8B(1)]
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6. Anti Dumping Duty on dumped articles [Sec. 9A]
7. Countervailing Duty on Subsidized goods [Sec. 9]
8. National Calamity Contingent Duty.

4. Give the meaning of Protective Duties u/s 6(1).
Central Govt. levy protective duties on recommendation of Tariff
commission as per the Sec 6(1) of the custom Tariff Act 1975 for protection
of interest of domestic industries established in India. The increase or
decrease of rate of protective duty is the sole power of Central Government.
The Protective Duties (PD) shall have effect only upto the date as specified
in the notification and inclusive of the day. However, on recommendation
of WTO, Protective Duties (PD) is not supposed to be levied. Hence,
there is not existence of this duty in force now.

5. Write short note on Anti Dumping  Duties - u/s 9A of Custom Tariff Act.
Dumping means export of goods by the exporters of the one country /
territory to the markets of the another country at a price lower than the
price prevailing in the county of export and the difference in such price is
called margin of dumping. This is an unfair trade practice which can
have a distractive effect on international trade and needs to be condemned
under WTO law.

5.9 SUMMARY

Customs duty is on imports into India and export out of India. The
power to levy customs duty is derived from Entry 83 of Union List of
the Seventh Schedule to the Constitution of India, which reads as, “Duty
of Customs including export duties”.
Thus, the power to make laws in respect of customs duty vests with the
Central Government. The tax receipts on account of customs duty are
solely enjoyed by the Union.
This is a consolidating enactment providing levy of import and export
duties of customs on goods imported into or exported from India through
sea, air or land. It provides for the provisions of levy and collection of
duty, importation or exportation, transit and transshipment, prohibition on
importation or exportation of goods, warehousing, duty drawback, appeals,
settlement commission, advance rulings, offences and penalties etc.
As per Section 141 of the Customs Act, 1962, all conveyances and
goods in customs area are subject to control of officers of customs for
enforcing the provisions of the Customs Act, 1962. The receipt/storage/
delivery/dispatch/ any other handling of goods (import/export) in the
Customs area shall be in the prescribed manner and the responsibility
thereon lies on the persons engaged in such activities (i.e. Custodian of
the said goods).
All goods imported into India are chargeable to a duty under Customs
Act, 1962. The rates of this duty are indicated in the First Schedule of
the Customs Tariff Act, 1975. Those rates may be at the standard rate
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or, in the case of import from some countries, at the preferential rates. A
preferential Rate is applicable only if goods are imported from “Most
Favored Nation”. The term “Most Favored Nation” means the member
countries of the World Trade Organization who are accorded the status
of MFN. As per the MFN agreements the recipient of this treatment
must, nominally, receive equal trade advantages as the “most favored
nation” by the country granting such treatment. Some of the most favored
nations are Bangladesh, Korea, Mauritius, Srilanka, Tonga etc.

5.10 KEY TERMS

Assessment: Assessment means process of determining the tax liability
in accordance with the provisions of the Act, which includes provisional
assessment, self assessment, reassessment and any assessment in which
the duty assessed is nil.
Baggage: Baggage includes unaccompanied baggage but does not
include motor vehicles.
Bill of Entry: Bill of entry is the basic document for assessment of
custom duty. The importer has to present bill of entry for clearance of
imported goods.
Board: Board means the Central Board of Excise and Customs
constituted under the Central Board of Revenue Act, 1963.
Bill of Export: The exporter of any goods shall make entry thereof by
presenting to the proper officer in the case of goods to be exported by
land, a bill of export in the prescribed form.
Customs Area: Customs area means the area of a customs station and
includes any area in which imported goods or exported goods are
ordinarily kept before clearance by Customs Authorities.
Customs Port: Customs port means any port appointed under section
7(a) of the Customs Act, to be a customs port and includes a place
appointed under section 7(aa) of the Customs Act, to be an inland
container depot (ICD).
Export: The term export means taking goods out of India to a place
outside India.
Import: The term import means bringing goods into India from a place
outside India.
Imported Goods: The term imported goods means any goods brought
into India from a place outside India but does not include goods which
have been cleared for home consumption.

5.11 SELF-ASSESSMENT QUESTIONS AND
EXERCISES

Short Answer Questions
1. What do you mean by customs duty?
2. What is protective duties?



Introduction and Brief
Background of Customs

Duty

NOTES

293
Self-Instructional

Material

3. Give the meaning of export duties.
4. What is auxiliary duty of customs?
5. Give the meaning of safeguard duty.
6. What is Bill of Entry?
7. What is customs station?
8. What do you mean by baggage?
9. Define Goods.

10. What is warehousing in customs?

Long Answer Questions

1. Explain objectives of Custom Duties.
2. Discuss various types of customs duty in India.
3. Write note on chargeability of customs duty.
4. State the procedures for Import and Export.
5. What are the documents to be submitted by Importer?
6. Briefly explain electronic submission under EDI system.
7. Calculation of customs duty payable is as follows, if assessable value

` 25,000, BCD 15% and IGST rate taken as 18%.
8. From the following particulars determine the assessable value of the

imported equipment. (Assume that goods are imported on 25.02.2019).
(a) FOB cost of equipment (Japanese Yen) – 1,00,000 Yen
(b) Freight charges in Japanese Yen – 10,000 Yen
(c) Charges for development connected to equipment paid in India –

` 80,000
(d) Insurance charges paid in India for transportation from Japan

` 25,000
(e) Commission payable to agent in India -  ̀  15,000.
Exchange rate as per RBI is 1 Yen = ` 0.65. Exchange rate as per
CBEC is 1 Yen = ` 0.70.

9. An importer imports some goods @ 5,000 US$ on CIF basis, on
02.01.2019. Following dollar rate are available on the date of
presentation of bill of entry.
(a) RBI floor rate: 70.37
(b) Interbank closing rate ̀  70.38
(c) Rate notified by CBEC under section 14(3) (a)(1) of Customs Act

` 70.55
(d) Rate at which bank has realized the payment from ̀  70.58
Find the Assessable Value for customs purpose.
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10. From the following information, compute the assessable value:
(i) Value of Machine in UK pounds 12,000. FOB
(ii) Engineering and design charges paid – UK pounds 2,000
(iii) Freight paid (Air) – UK pounds 1,500
(iv) Insurance – Not Known
(vi) The exchange rate announced by the Central Government is ̀  78

per UK pound.
11. The following information is furnished by Mr. Saha on 8th April 2019 in

respect of  imported from USA:
FOB value $ 10,000
Exchange rate $ 1 = ` 70
Air freight $ 2,500
Insurance charges not known
Landing charges ` 5,000
Basic customs duty 15%
Calculate the total customs duty payable by Mr. Saha, If IGST is 18%.

12. Compute the duty payable under the Customs Act, 1962 for an imported
equipment based on the following information:
Assessable value of the imported equipment US$ 5,000. Date of Bill of
Entry 25.4.2019.
Basic customs duty on this date 20% and exchange rate notified by the
Central Board of Excise and Customs US$ 1 = ̀  70.
Date of Entry inwards 21.4.2019. Basic customs duty on this date 15%
and exchange rate notified by the Central Board of Excise and Customs
US $ 1 = ` 68.
Social Welfare Surcharge @ 10% in terms of the Finance Act, 2018.
Make suitable assumptions where required and show the relevant
workings and round off your answer to the nearest Rupee.
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