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16. Manner of taking input tax credit

|) Every registered taxable person shall, subject to

ich conditions and restrictions as may be prescribed and,
vithin the time and manner specified in section 35,

e entitled to take credit of input tax admissible to him and

he said amount shall be credited to the electronic credit ledger
ich person.

ec-2(96) “taxable person’ shall have the meaning as assigned
in section 9 of this Act



e Sec- 9 Taxable person

‘axable Person means a person who carries on any business at any plac
n India /State of ___ and who is registered or required to be registere
iInder Schedule III of this Act:

rovided that an agriculturist shall not be considered as a taxabl
)erson.

rovided further that a person who is required to be registered unde
)aragraph 1 of Schedule III of this Act shall not be considered as
axable person until his aggregate turnover in a financial year exceec
Rs ten lakh]

rovided further that a person who is required to be registered unde
)aragraph 1 of Schedule III of this Act shall not be considered as
axable person until his aggregate turnover in a financial year exceec
Rs five lakh]

This threshold of 5 lacs will apply only if a taxable person conducts h
yusiness in any of the NE States including Sikkim.]




1e Central Government, a State Government or any local authority shal
garded as a taxable person in respect of activities or transactions in wil
ey are engaged as public authorities other than the activities
ansactions as specified in Schedule IV to this Act.

1e following persons shall not be considered as taxable persons for
urposes of this Act —

* any person who provides services as an employee to his employer in
course of, or in relation to his employment, or by any other legal
creating the relationship of employer and employee as regards worl
conditions, remunerations and employer’s liability;

e any person engaged in the business of exclusively supplying goods anc
services that are not liable to tax under this Act;

e any person, liable to pay tax under sub-section (3) of section 7, recei
services of value not exceeding rupees in a year for personal |
other than for use in the course or furtherance of his business.




6(2) A person who has applied for registration under the Act within th
lays

rom the date on which he becomes liable to registration and has b
'ranted such registration shall,
subject to such conditions and restrictions as may be prescribed,

e entitled to take credit of input tax in respect of inputs held in stock
nputs contained in semi-finished or finished goods held in stock

on the day immediately preceding the date from which he becomes liable
)ay tax under the provisions of this Act.

ec- 2(54) “input” means any goods other than capital goods, subject
xceptions as may be provided under this Act or the rules made thereun:
1Ised or intended to be used by a supplier for making an outward suppl
he course or furtherance of business;



6(2A: ) A person, who takes registration under sub-section (3)
action 19,(Voluntary Registration) shall,

ubject to such conditions and restrictions as may be prescribed,
e entitled to take credit of input tax in respect of inputs

eld in stock and inputs contained in semi-finished or finish
bods held in stock on the day immediately preceding the date
gistration.

ac 19 (3): A person, though not liable to be registered und
chedule Ill, may get himself registered voluntarily, and
rovisions of this Act, as are applicable to a registered taxak
erson, shall apply to such person.



3) Where any registered taxable person ceases to pay tax under section 8,
e shall, subject to such conditions and restrictions as may be prescribed,

be entitled to take credit of input tax in respect of inputs held in stock :
puts contained in semi-finished or finished goods held in stock

on the day immediately preceding the date from which he becomes liable
ay tax under section 7.

ec 8 Composition Levy

1) Notwithstanding anything to the contrary contained in the Act |
ubject to subsection (3) of section 7, on the recommendation of -
ouncil, the proper officer of the Central or a State Government mr
ubject to such conditions and restrictions as may be prescribed, permi
egistered taxable person, whose aggregate turnover in a financial year d
ot exceed [fifty lakh of rupees], to pay, in lieu of the tax payable by him,
mount calculated at such rate as may be prescribed, but not less than
ercent of the turnover during the year:



>Provided that no such permission shall be granted to 2
taxable person who effects any inter-State supplies of
goods and/or services.

>Provided further that no such permission shall be
granted to a taxable person unless all the registered
taxable persons, having the same PAN as held by the
said taxable person, also opt to pay tax under the
provisions of this sub-section



sec- 8(2) A taxable person to whom the provisions of sub-secti
1) apply shall not collect any tax from the recipient on suppl
made by him nor shall he be entitled to any credit of input tax.

sec- 8 (3) If the proper officer has reasons to believe that a taxal
serson was not eligible to pay tax under sub-section (1), st
derson shall, in addition to any tax that may be payable by h
inder other provisions of this Act, be liable to a pena
aquivalent to the amount of tax payable as aforesaid:

Provided that no penalty shall be imposed without giving
notice to show cause and without affording a reasonal
opportunity of being heard to the person proceeded against.



16(3A) A taxable person shall not be entitled to take input t
redit under sub-section (2), (2A) or sub-section (3)

n respect of any supply of goods and / or services to him

after the expiry of one year from the date of issue of tax invoi
elating to such supply.

4) The amount of credit under sub-section (2), (2A) or sub-secti
3) shall be calculated in accordance with generally accept
3ccounting principles in such manner as may be prescribed.



5) Where the goods and/or services are used by the register
axable person

vartly for the purpose of any business and partly for ott
urposes,

he amount of credit shall be restricted to so much of the input t
s is attributable to the purposes of his business.

5) Where the goods and / or services are used by the register
axable person

artly for effecting taxable supplies and partly for effecting nc
aXxable supplies, including exempt supplies but excluding zei
ated supplies,

he amount of credit shall be restricted to so much of the input t
s is attributable to the taxable supplies including zero-rat
upplies.



') The Central or a State Government may, by notification issuec
is behalf, prescribe the manner in which the credit referred to
1b-sections (5) and (6) above may be attributed.

3) Where there is a change in the constitution of a registe
1Xable person

)n account of sale, merger, demerger, amalgamation, lease
ansfer of the business with the specific provision for transfer
abilities,

he said registered taxable person shall be allowed

) transfer the input tax credit that remains unutilized in its books
ccounts

o such sold, merged, demerged, amalgamated, leased
ansferred business in the manner prescribed.



Non Creditable

5(9) Notwithstanding anything contained in sub-section (1), (2)
'A) or (3) input tax credit shall not be available in respect of the
lowing:

(a) motor vehicles, except when they are supplied in the usua
course of business or are used for providing the following taxabl
services—

e (i) transportation of passengers, or
e (ii) transportation of goods, or
e (iii) imparting training on motor driving skills;



16(9(b)) goods and / or services provided in relation to

food and beverages, outdoor catering, beauty treatment, health
Services,

cosmetic and plastic surgery, membership of a club, health anc
fithness centre,

life insurance, health insurance and travel benefits

extended to employees on vacation such as leave or home trave
concession,

when such goods and/or services are used primarily for persona
use or consumption of any employee;

16(9(c)) goods and/or services acquired by the principal

in the execution of works contract when such contract results ir
construction of immovable property, other than plant anc
machinery;



16(9(d)) goods acquired by a principal,

the property in which is not transferred (whether as goods or
some other form)

to any other person, which are used in the construction
mmovable property, other than plant and machinery;

16(e) goods and/or services on which tax has been paid und
section 8 (Composition); and

16(f) goods and/or services used for private or person
“onsumption, to the extent they are so consumed.



6(10) Where the registered taxable person has claime
lepreciation

n the tax component of the cost of capital goods under th
rovisions of the Income Tax Act, 1961,

the input tax credit shall not be allowed on the said tc
omponent.

6(11) Notwithstanding anything contained in this section,
out subject to the provisions of section 28(See next slide),

no registered taxable person shall be entitled to the credit of ar
nput tax

1 respect of any supply of goods and/or services to him unless:



16(11(a)) he is in possession of a tax invoice, debit not
supplementary invoice or such other taxpaying document as m:
oe prescribed, issued by a supplier registered under this Act or tt
GST Act;

b) he has received the goods and/or services;
c) the tax charged in respect of such supply has been actually pai
to the credit of the appropriate Government,

2ither in cash or through utilization of input tax credit admissib
n respect of the said supply; and

d) he has furnished the return under section 27(see coming slide):

ovided that where the goods against an invoice are received
ts or instalments, the registered taxable person shall be entitle
 the credit upon receipt of the last lot or instalment.



e Explanation.—For the purpose of clause (b), it shall be
deemed that the taxable person has received the goods

* where the goods are delivered by the supplier to a recipient
» or any other person on the direction of such taxable person,
» whether acting as an agent or otherwise,

» before or during movement of goods,

e either by way of transfer of documents of title to goods or
otherwise



ec- 28 Claim of input tax credit and provisional acceptanc
hereof:

very taxable person shall, subject to such conditions an
estrictions

as may be prescribed in this behalf,
be entitled to take credit of input tax, as self-assessed,

n his return and such amount shall be credited, on a provisiona
)asis,

to his electronic credit ledger to be maintained in the manner a
nay be prescribed:

rovided that a taxable person who has not furnished a valii
eturn under section 27 of the Act shall not be allowed to utiliz
uch credit till he discharges his self-assessed tax liability.



Sec: 27 Returns

1) Every registered taxable person shall, for every calendar month or pa
nereof, furnish, in such form and in such manner as may be prescribed,
oturn, electronically, of inward and outward supplies of goods and/c
ervices, input tax credit availed, tax payable, tax paid and othe
articulars as may be prescribed within twenty days after the end of suc
onth:

yvided that a registered taxable person paying tax under the provisions
tion 8 of this Act shall furnish a return for each quarter or part therec
ctronically, in such form and in such manner as may be prescribed, withi
hteen days after the end of such quarter:

yvided further that a registered taxable person shall not be allowed t
nish return for a tax period if valid return for any previous tax period hz:
t been furnished by him.



ec- 27 (2) Every registered taxable person, who is required t
arnish a return under subsection (1), shall pay to the credit c
he appropriate Government the tax due as per such return no
iter than the last date on which he is required to furnish suc
aturn.

3) A return furnished under sub-section (1) by a registere
axable person without payment of full tax due as per such retur
hall not be treated as a valid return for allowing input tax credi
1 respect of supplies made by such person.

1) Every registered taxable person shall furnish a return for ever
ax period under sub-section (1), whether or not any supplies c
oods and/or services have been effected during such tax perioc
Vil return also to be filed)



ec- 27 (5) Every registered taxable person required tc
leduct tax at source shall furnish a return, electronically
n such form and in such manner as may be prescribed
or the month in which such deductions have been made
long with the payment of tax so deducted, within ter
lays after the end of such month.

6) Every Input Service Distributor shall, for every
alendar month or part thereof, furnish a return
lectronically, in such form and in such manner as may be
rescribed, within thirteen days after the end of suck
nonth.



Sec- 27(7) Subject to the provisions of sections 25 and 26, if
any taxable person after furnishing a return under sub-section
(1) 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 filed
for the month or quarter, as the case may be, during which
such omission or incorrect particulars are noticed, subject to
payment of interest, where applicable and as specified in the
Act:

rovided that no such rectification of any omission or incorrect
articulars shall be allowed after the due date for filing of return
or the month of September or second quarter, as the case may
e, following the end of the financial year, or the actual date of
ling of relevant annual return, whichever is earlier.



16((12)) Where any registered taxable person who has availed «
nput tax credit

switches over as a taxable person for paying tax under section
or, where the goods and / or services supplied by him becornr
xempt absolutely under section 10,(next slide)

he shall pay an amount, by way of debit in the electronic credit «
ash ledger,

2quivalent to the credit of input tax in respect of inputs held
tock and inputs contained in semi-finished or finished goods

held in stock on the day immediately preceding the date of suc
witch over or, as the case may be, the date of such exemption:

’rovided that after payment of such amount, the balance of inpt
ax credit, if any, lying in his electronic credit ledger shall lapse.



Sec: 10 Power to grant exemption from tax

1) If the Central or a State Government is satisfied that i
1ecessary in the public interest so to do, it may, on

ecommendation of the Council, by notification, exempt gener:
ither absolutely or subject to such conditions as may be specif
n the notification, goods and/or services of any specif
lescription from the whole or any part of the tax leviable therec

-xplanation.- Where an exemption under sub-section (1) in resp
f any goods and/or services from the whole of the tax levia
hereon has been granted absolutely, the taxable person provid
uch goods and/or services shall not pay the tax on such go
\nd/or services.



ec- 10(2) If the Central or a State Government is satisfied that it
ecessary in the public interest so to do, it may, on the recommendation
he Council, by special order in each case, exempt from payment of t:
Inder circumstances of an exceptional nature to be stated in such ord
ny goods and/or services on which tax is leviable.

ec- 10(3) The Central or a State Government may, if it considers necessa
r expedient so to do for the purpose of clarifying the scope or applicabili
f any notification issued under sub-section (1) or order issued under su
ection (2), insert an explanation in such notification or order, as the ca
nay be, by notification at any time within one year of issue of t
otification under sub-section (1) or order under sub-section (2), and eve
uch explanation shall have effect as if it had always been the part of t
irst such notification or order, as the case may be.



Sec-10(4) Every notification issued under sub-section (1) or sub-sect
(3)and every order issued under sub-section (2) shall

unless otherwise provided, come into force on the date of its issue by
Central or a State Government for publication in the Official Gazette;
be made available on the official website of the department of the Cen
or a State Government.

16((13)) The amount payable under sub-section (12) shall be calculatec
accordance with generally accepted accounting principles in such mannel
may be prescribed.

16((14)) In case of supply of capital goods on which input tax credit has be
taken,

the registered taxable person shall pay an amount equal to the input
credit taken on the said capital goods

reduced by the percentage points as may be specified in this behalf or the
on the transaction value of such capital goods under sub-section (1)
section 15,(next slide) whichever is higher.



Sec 15 Value of taxable supply

) The value of a supply of goods and/or services shall be the transaction

1lue, that is the price actually paid or payable for the said supply of good:
1d/or services where the supplier and the recipient of the supply are not
|ated and the price is the sole consideration for the supply.

5(15) A taxable person shall not be entitled to take input tax credit in respe
“any invoice

r supply of goods and/or services, after the filing of the return under secti
/ for the month of September following the end of financial year to whi
Ich invoice pertains

r filing of the relevant annual return, whichever is earlier.

5((16)) Where credit has been taken wrongly, the same shall be recover

om the registered taxable person in the manner as may be prescribed in t
2half.



16A. Taking input tax credit in respect of inputs sent for job wo
(1) The “principal” referred to in section 43 A (next slide) shall,
subject to such conditions and restrictions as may be prescribed

be entitled to take credit of input tax on inputs sent to a job-wo
for job-work

if the said inputs, after completion of job-work,

are received back by him within one hundred and eighty day
their being sent out:

|II

rovided that the “principal” shall be entitled to take credit of ir

ax on inputs even
f the inputs are directly sent to a job worker for job-work
without their being first brought to his place of business, (contd.)



1d in such a case, the period of one hundred and eighty days st
e counted from the date of receipt of the inputs by the job worke

Sec : 43A JOB WORK
3A. Special procedure for removal of goods for certain purposes

3A (1) The Commissioner may, by special order and subject to conditions
ay be specified by him, permit a registered taxable person (hereinaf
ferred to in this section as the “principal”) to send taxable goods, with
ayment of tax, to a job worker for job-work and from there subsequer
nd to another job worker and likewise, and may, after completion of j
ork, allow to-

) bring back such goods to any of his place of business, without payment
X, for supply therefrom on payment of tax within India, or with or with
s3yment of tax for export, as the case may be, or



13 (1)(b) supply such goods from the place of business of a jol
vorker on payment of tax within India, or with or withot
syayment of tax for export, as the case may be:

>rovided that the goods shall not be permitted to be supplie
rom the place of business of a job worker in terms of clause (k
inless the “principal” declares the place of business of the jol
vorker as his additional place of business except in a case-

* where the job worker is registered under section 19; or

 where the “principal” is engaged in the supply of such gooc
as may be notified in this behalf.



17. Manner of distribution of credit by Input Service Distributor
(1) The Input Service Distributor may distribute,
in such manner as may be prescribed,
the credit of CGST as IGST and IGST as IGST,

by way of issue of a prescribed document containing, inter alia, the amo
of input tax credit being distributed

or being reduced thereafter, where the Distributor and the recipient of cre
are located in different States. (CGST ACT)

(1) The Input Service Distributor may distribute, in such manner as may
prescribed,

the credit of SGST as IGST, by way of issue of a prescribed docum
containing, inter alia, the amount of input tax credit being distributed

or being reduced thereafter, where the Distributor and the recipient of cre
are located in different States. (SGST Act)



2) The Input Service Distributor may distribute, in such manner as may be
rescribed,

ne credit of CGST and IGST as CGST, by way of issue of a prescribed
ocument containing, inter alia, the amount of input tax credit being
istributed

r being reduced thereafter, where the Distributor and the recipient of
redit, being a business vertical, are located in the same State. (CGST Act)

2) The Input Service Distributor may distribute, in such manner as may be
rescribed,

he credit of SGST and IGST as SGST, by way of issue of a prescribec
locument containing, inter alia, the amount of input tax credit being
istributed

or being reduced thereafter, where the Distributor and the recipient of
redit, being a business vertical, are located in the same State. (SGST Act)



1e Input Service Distributor may distribute the credit subject to the followi
nditions, namely:

» the credit can be distributed against a prescribed document issued to ea
of the recipients of the credit so distributed, and such invoice or oth
document shall contain such details as may be prescribed;

» the amount of the credit distributed shall not exceed the amount of cre:
available for distribution;

» the credit of tax paid on input services attributable to a supplier shall
distributed only to that supplier;

» the credit of tax paid on input services attributable to more than o
supplier

» shall be distributed only amongst such supplier(s) to whom the ing
service is attributable

» and such distribution shall be pro rata on the basis of the turnover ir
State of such supplier, during the relevant period .......................... contd.



to the aggregate of the turnover of all such suppliers to whom such input serv
s attributable and which are operational in the current year, during the s:
elevant period.

18. Manner of recovery of credit distributed in excess

Where the credit distributed by the Input Service Distributor is in excess
he credit available for distribution by him,

the excess credit so distributed shall be recovered from such distribut
along with interest,

and the provisions of section 51 shall apply mutatis mutandis for effecti
such recovery.

Where the Input Service Distributor distributes the credit in contravention
he provisions contained in section 17

esulting in excess distribution of credit to one or more suppliers,

the excess credit so distributed shall be recovered from such supplier
along with interest, and the provisions of section 51 shall apply muta
nmutandis for effecting such recovery.



Fxplanation. —For the purposes of section 17 and this section, tt
relevant period shall be-

o if the recipients of the credit have turnover in their States,

e in the financial year preceding the year during which credit
to be distributed,

 the said financial year; or

 if some or all recipients of the credit do not have any turnov:
in their States in the financial year preceding the year durir
which the credit is to be distributed,

e the last quarter for which details of such turnover of all tf
recipients are available,

 previous to the month during which credit is to be distributed.



PAYMENT OF TAX
35. Payment of tax, interest, penalty and other amounts

1)Every deposit made towards tax, interest, penalty, fee or an
bther amount by a taxable person by internet banking or by usin
“redit/debit cards or National Electronic Fund Transfer or Rec:
[ime Gross Settlement or by any other mode, subject to suc
“onditions and restrictions as may be prescribed in this behal
shall be credited to the electronic cash ledger of such person t
ye maintained in the manner as may be prescribed.



-xplanation.- The date of credit to the account of the
yppropriate Government in the authorized bank shall be deemed
0 be the date of deposit.

35(2) The input tax credit as self-assessed in the return of a
axable person shall be credited to his electronic credit ledger to
e maintained in the manner as may be prescribed.

3) The amount available in the electronic cash ledger may be
1sed for making any payment towards tax, interest, penalty, fees
Or any other amount payable under the provisions of the Act or
he rules made thereunder in such manner and subject to such
onditions and within such time as may be prescribed.



5(4) The amount available in the electronic credit ledger may be used

1aking any payment towards tax payable under the provisions of the Act
1e rules made thereunder in such manner and subject to such conditions
/ithin such time as may be prescribed.

5)(a) The amount of input tax credit on account of IGST available in
lectronic credit ledger shall first be utilized towards payment of IGST and -
mount remaining, if any, may be utilized towards the payment of CGST
GST, in that order.

e (b)The amount of input tax credit on account of CGST available in
electronic credit ledger shall first be utilized towards payment of CGST ¢
the amount remaining, if any, may be utilized towards the payment of IG

e (c)The input tax credit on account of CGST shall not be utilized towa
payment of SGST.

* Note: This provision is to be incorporated in CGST Act.



e (b)The amount of input tax credit on account of SGST available in tt
electronic credit ledger shall first be utilized towards payment of SGS
and the amount remaining, if any, may be utilized towards the paymer
of IGST.

e (C)The input tax credit on account of SGST shall not be utilized towarc
payment of CGST.

* Note: This provision is to be incorporated in SGST Act.

5(6)The balance in the cash or credit ledger after payment of tax, interes
enalty, fee or any other amount payable under the Act or the rules mac
1ereunder may be refunded in accordance with the provisions of section 3
nd the amount collected as CGST/SGST shall stand reduced to that extent.

7) All liabilities of a taxable person under this Act shall be recorded an
1aintained in an electronic register as may be prescribed.



35(8)Every taxable person shall discharge his tax and other dues under t
\ct or the rules made thereunder in the following order:

 (a)self-assessed tax, and other dues related to returns of previous
periods;

e (b)self-assessed tax, and other dues related to return of current
period;

* (c) any other amount payable under the Act or the rules made thereun:
including the demand determined under section 51.

35(9)Every person who has paid the tax on goods and/or services under 1
\ct shall, unless the contrary is proved by him, be deemed to have passed
he full incidence of such tax to the recipient of such goods and/or services

.xplanation.— For the purposes of this section, the expression “tax du
neans the tax payable under this Act and does not include interest, fee ¢
yenalty.
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