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FOREWORD

Flyers on important topics of GST are being brought
out by the National Academy of Customs, Indirect Taxes,
&Narcotics (NACIN),the apex training institution under
the Central Board of Excise & Customs (CBEC). These
Flyers are being issued from time to time and are available
on the GST Council website as well as the CBEC website.
Till date, 51 Flyers have been issued and more are being
issued on an ongoing basis. These flyers have been quite
popular as they have been written from the layman’s
perspective in a simple and lucid language to promote
conceptual understanding of GST.

These Flyers have now been updated as on 1% January,
2018, in view of the significant developments since the
time they were released. NACIN is now coming out with
this compilation containing all the 51 Flyers released till
date for ease of reference. I am sure this compilation will
continue to spread awareness of GST not only among the
Tax officers and taxpayers but also people at large.

I congratulate DG, NACIN and her team for this outreach

effort and am sure that it will benefit all concerned.

My'

Vanaja N. Sarna
Chairman, CBEC
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Chapter One

Registration under GST Law

Introduction

In any tax system registration is the most fundamental
requirement for identification of tax payers ensuring tax
compliance in the economy. Registration of any business
entity under the GST Law implies obtaining a unique number
trom the concerned tax authorities for the purpose of collecting
tax on behalf of the government and to avail Input tax credit
for the taxes on his inward supplies. Without registration, a
person can neither collect tax from his customers nor claim
any input tax credit of tax paid by him.

Need and advantages of registration

Registration will confer the following advantages to a taxpayer:

e He is legally recognized as supplier of goods or

services.

e He is legally authorized to collect tax from his
customers and pass on the credit of the taxes paid
on the goods or services supplied to the purchasers/
recipients.
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e He can claim input tax credit of taxes paid and can
utilize the same for payment of taxes due on supply
of goods or services.

e Seamless flow of Input Tax Credit from suppliers
to recipients at the national level.

Liability to register

GST being a tax on the event of “supply”, every supplier
needs to get registered. However, small businesses having
all India aggregate turnover below Rupees 20 lakh (10
lakh if business is in Assam, Arunachal Pradesh, Himachal
Pradesh, Uttarakhand, Manipur, Mizoram, Sikkim,
Meghalaya, Nagaland or Tripura) need not register. The
small businesses, having turnover below the threshold limit
can, however, voluntarily opt to register.

'The aggregate turnover includes supplies made by him on
behalf of his principals, but excludes the value of job-worked
goods if he is a job worker. But persons who are engaged
exclusively in the business of supplying goods or services
or both that are not liable to tax or wholly exempt from tax
or an agriculturist, to the extent of supply of produce out of
cultivation of land are not liable to register under GST. Also,
if all the supplies being made by a supplier are taxable under
reverse charge, there is no requirement for such a supplier
to register in light of Notification No. 5/2017-Central Tax
dated 19.06.2017.

Nature of Registration

'The registration in GST is PAN based and State specific.
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Supplier has to register in each of such State or Union
territory from where he effects supply. In GST registration,
the supplier is allotted a 15-digit GST identification
number called “GSTIN” and a certificate of registration
incorporating therein this GSTIN is made available to the
applicant on the GSTN common portal. The first 2 digits
of the GSTIN is the State code, next 10 digits are the PAN
of the legal entity, the next two digits are for entity code,
and the last digit is check sum number. Registration under
GST is not tax specific which means that there is single

registration for all the taxes i.e. CGST, SGST/UTGST,
IGST and cesses.

A given PAN based legal entity would have one GSTIN
per State, that means a business entity having its branches
in multiple States will have to take separate State wise
registration for the branches in different States. But within
a State an entity with different branches would have single
registration wherein it can declare one place as principal
place of business and other branches as additional place
of business. However, a business entity having separate
business verticals (as defined in section 2 (18) of the CGST
Act, 2017) in a state may obtain separate registration for
each of its business verticals. Further a unitin SEZ ora SEZ
developer needs to necessarily obtain separate registration.

e  Generally, the liability to register under GST arises
when you are a supplier within the meaning of the
term, and also if your aggregate turn over in the
financial year is above the exemption threshold of
20 lakh rupees (10 lakh rupees in special category
states except ] & K). However, the GST law enlists
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certain categories of suppliers who are required to
get compulsory registration irrespective of their
turnover that is to say, the threshold exemption of
20 lakh rupees or 10 lakh rupees as the case may
be is not available to them. Some of such suppliers
who need to register compulsorily irrespective of
the size of their turnover are those who are, -

e Inter-state suppliers; However, persons making
inter-state supplies of taxable services and having
an aggregate turnover, to be computed on all India
basis,notexceedinganamountoftwentylakhrupees
(ten lakh rupees for special category States except
J & K) are exempted from obtaining registration
vide Notification No. 10/2017-Integrated Tax
dated 13.10.2017.

e A person receiving supplies on which tax is payable
by recipient on reverse charge basis

e (Casual taxable person who is not having fixed
place of business in the State or Union Territory
from where he wants to make supply. However
casual taxable persons making supplies of specified
handicraft goods need not take compulsory
registration and are entitled to the threshold
exemption of Rs. 20 Lakh. Handicraft goods are
specified in Notification no. 33/2017-Central Tax
dated 15.09.2017 as amended by Notification no.
38/2017-Central Tax dated 13.10.2017.

e non-resident taxable persons who is not having

fixed place of business in India
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e A person who supplies on behalf of some other
taxable person (i.e. an Agent of some Principal)

e E-commerce operators, who provide platform to

the suppliers to make supply through it
e Suppliers of goods who supply through such

e-commerce operator who are liable to collect
tax at source. Persons supplying services through
e-commerce operators need not take compulsory
registration and are entitled to avail the threshold
exemption of Rs. 20 Lakh as per Notification No.
65/2017-Central tax dated 15.11.2017.

e Those ecommerce operators who are notified as
liable for GST payment under Section 9(5) of the
CGST Act, 2017

e TDS Deductor
e Input service distributor

e Those supplying online information and data base
access or retrieval services from outside India to a
non-registered person in India.

A casual taxable person is one who has a registered business
in some State in India, but wants to effect supplies from
some other State in which he is not having any fixed place
of business. Such person needs to register in the State
from where he seeks to supply as a casual taxable person.
A non-resident taxable person is one who is a foreigner
and occasionally wants to effect taxable supplies from any

State in India, and for that he needs GST registration. GST
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law prescribes special procedure for registration, as also for
extension of the operation period of such casual or non-
resident taxable persons. They have to apply for registration
at least five days in advance before making any supply.
Also, registration is granted to them or period of operation
is extended only after they make advance deposit of the
estimated tax liability.

In respect of supplies to some notified agencies of United
Nations organisation, multinational financial institutions
and other organisations, a centralised unique identification

number (UIN) is issued.

Standardisation of procedures

A total of 30 forms / formats have been prescribed in the
GST registration rules. For every process in the registration
chain such as application for registration, acknowledgment,
query, rejection, registration certificate, show cause notice
for cancellation, reply, cancellation, amendment, field visit
report etc., there are standard formats. This will make the
process uniform all over the country. The decision making
process will also be fast. Strict time lines have been stipulated
for completion of different stages of registration process.

An application has to be submitted on line through the
common portal (GSTN) within thirty days from the date
when liability to register arose. The casual and non-resident
taxable persons need to apply at least five days prior to the
commencement of the business. For transferee of a business
as going concern, the liability to register arises on the date
of transfer.



Registration under GST Law

'The Proper Officer has to either raise a query or approve
the grant of registration within three working days failing
which registration would be considered as deemed to have
been approved. The applicant would have to respond within
seven working days starting from the fourth day of filing
the original application. The proper officer would have to
grant or reject the application for registration within seven
working days thereafter.

Amendment of Registration

Except for the changes in some core information in the
registration application,a taxable person shall be able to make
amendments without requiring any specific approval from
the tax authority. In case the change is for legal name of the
business, or the State of place of business or additional place
of business, the taxable person will apply for amendment
within 15 days of the event necessitating the change. The
proper officer, then, will approve the amendment within
next 15 days. For other changes like name of day to day
functionaries, e-mail Ids, Mobile numbers etc. no approval
of the proper officer is required, and the amendment can be
affected by the taxable person on his own on the common
portal.

Generally, the amendments take effect from the date of
application for amendment. Commissioner, however, has
been given powers to permit amendments with retrospective
effect.

Cancellation of Registration

'The GST law provides for two scenarios where cancellation
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of registration can take place; the one when the taxable
person no more requires it (voluntary cancellation), and
another when the proper officer considers the registration
liable for cancellation in view of certain specified defaults
(Suo-motu cancellation) like when the registrant is not
doing business from the registered place of business or if
he issues tax invoice without making the supply of goods
or services. The taxable person desirous of cancellation of
Registration will apply on the common portal within 30
days of event warranting cancellation. He will also declare
in the application the stock held on the date with effect
from which he seeks cancellation. He will also work out
and declare the quantum of dues of payments and credit
reversal, and the particulars of payments made towards
discharge of such liabilities. In case of voluntary registration
(taken despite not being liable for obtaining registration),
no cancellation is allowed until expiry of one year from the
effective date of registration. If satisfied, the proper officer
has to cancel the registration within 30 days from the date
of application or the date of reply to notice (if issued, when
rejection is concluded by the officer).

Revocation of Cancellation

In case where registration is cancelled suo-motu by the
proper officer, the taxable person can apply within 30 days
of service of cancellation order, requesting the officer for
revoking the cancellation ordered by him. However, before
so applying, the person has to make good the defaults (by
filing all pending returns, making payment of all dues and
so) for which the registration was cancelled by the officer.
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If satisfied, the proper officer will revoke the cancellation
earlier ordered by him. However, if the officer concludes to
reject the request for revocation of cancellation, he will first
observe the principle of natural justice by way of issuing
notice to the person and hearing him on the issue.

Physical verification in connection with registration

Physical verification is to be resorted to only where it is
found necessary in the subjective satisfaction of the proper
officer. If at all, it is felt necessary, it will be undertaken only
after granting the registration and the verification report
along with the supporting documents and photographs
shall have to be uploaded on the common portal within

fifteen working days.

skteskesksiesk



Chapter Two

Cancellation of Registration

in GST

Introduction:

'The registration granted under GST can be cancelled for
specified reasons. The cancellation can either be initiated
by the department on their own motion or the registered
person can apply for cancellation of their registration. In
case of death of registered person, the legal heirs can apply
for cancellation. In case the registration has been cancelled
by the department there is a provision for revocation of the
cancellation. On cancellation of the registration the person
has to file a return which is called the final return.

Reason for cancellation:

'The registration can be cancelled for the following reasons:

a) a person registered under any of the existing laws, but

who is not liable to be registered under the GST Act;

a) the business has been discontinued, transferred fully
for any reason including death of the proprietor, amal-
gamated with other legal entity, demerged or otherwise

10
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a)

a)

disposed of;
there is any change in the constitution of the business;

the taxable person (other than the person who has vol-
untarily taken registration under sub-section (3) of sec-

tion 25 of the CGST Act, 2017) is no longer liable to

be registered;

a registered person has contravened such provisions of
the Act or the rules made thereunder;

a person paying tax under Composition levy has not
turnished returns for three consecutive tax periods;

any registered person, other than a person paying tax
under Composition levy has not furnished returns for a
continuous period of six months;

any person who has taken voluntary registration under
sub-section (3) of section 25 has not commenced busi-
ness within six months from the date of registration;

registration has been obtained by means of fraud, will-
ful misstatement or suppression of facts

Procedurefor cancellation:

A person already registered under any of the existing
laws (Central excise, Service tax, VAT etc.), but who
now is not liable to be registered under the GST Act
has to submit an application electronically by 3157
December 2017, in FORM GST REG-29 at the
common portal for the cancellation of registration
granted to him. The Superintendent of Central Tax

11



GST FLYERS

ii.

1il.

iv.

Vi.

shall, after conducting such enquiry as deemed fit,
cancel the said registration.

'The cancellation of registration under the State
Goods and Services Tax Act or the Union Territo-
ry Goods and Services Tax Act, as the case may be,
shall be deemed to be a cancellation of registration
under Central Goods and Services Tax Act.

In the event, the Superintendent of Central Tax has
reasons to believe that the registration of a person
is liable to be cancelled, a notice to such person in
FORM GST REG-17, requiring him to show cause,
within a period of seven working days from the date
of the service of such notice, as to why his registra-
tion shall not be cancelled; will be issued.

'The reply to the show cause notice issued has to be
turnished by the registered person in FORM REG-

18 within a period of seven working days.

In case the reply to the show cause notice is found
to be satisfactory, the Superintendent of Central
Tax will drop the proceedings and pass an order in

FORM GST REG -20.

However, when the person who has submitted an
application for cancellation of his registration is no
longer liable to be registered or his registration is li-
able to be cancelled, the Superintendent of Central
Tax will issue an order in FORM GST REG-19,
within a period of thirty days from the date of appli-

cation or, as the case may be, the date of the reply to

12
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vii.

Viil.

the show cause issued, cancel the registration, with
effect from a date to be determined by him and no-
tify the taxable person, directing him to pay arrears
of any tax, interest or penalty.

'The registered person whose registration is cancelled
shall pay an amount, by way of debit in the electronic
credit ledger or electronic cash ledger, equivalent to
the credit of input tax in respect of inputs held in
stock and inputs contained in semi-finished or fin-
ished goods held in stock or capital goods or plant
and machinery on the day immediately preceding
the date of such cancellation or the output tax pay-
able on such goods, whichever is higher.

In case of capital goods or plant and machinery, the
taxable person shall pay an amount equal to the in-
put tax credit taken on the said capital goods or plant
and machinery, reduced by such percentage points as
may be prescribed or the tax on the transaction value
of such capital goods or plant and machinery under
section 15, whichever is higher.

'The cancellation of registration shall not affect the
liability of the person to pay tax and other dues for
any period prior to the date of cancellation whether
or not such tax and other dues are determined before
or after the date of cancellation.

Final Returns:

When the registration of a registered person other than an
Input Service Distributor or a non-resident taxable person

13
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or a person paying tax under the composition scheme or
TDS/TCS; has been cancelled, the person has to file a final
return within three months of the date of cancellation or
date of order of cancellation, whichever is later, electronically
in FORM GSTR-10 through the common portal either
directly or through a Facilitation Centre notified by the
Commissioner.

Revocation of Cancellation:

i1.

When the registration has been cancelled by the
Proper Officer (Superintendent of Central Tax) on
his own motion and not on the basis of an applica-
tion ,then the registered person, whose registration
has been cancelled, can submit an application for
revocation of cancellation of registration, in FORM
GST REG-21, to the Proper Officer (Assistant or
Deputy Commissioners of Central Tax), within a
period of thirty days from the date of the service of
the order of cancellation of registration at the com-
mon portal, either directly or through a Facilitation
Centre notified by the Commissioner:

However, if the registration has been cancelled for
failure to furnish returns, application for revocation
shall be filed, only after such returns are furnished
and any amount due as tax, in terms of such returns,
has been paid along with any amount payable to-
wards interest, penalty and late fee in respect of the
said returns.

14
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iil.

iv.

On examination of the application if the Proper Of-
ficer (Assistant or Deputy Commissioners of Cen-
tral Tax) is satisfied, for reasons to be recorded in
writing, that there are sufficient grounds for revo-
cation of cancellation of registration, then he shall
revoke the cancellation of registration by an order
in FORM GST REG-22 within a period of thirty
days from the date of the receipt of the application
and communicate the same to the applicant.

However, if on examination of the application for
revocation, if the Proper Officer (Assistant or Dep-
uty Commissioners of Central Tax) is not satisfied
then he will issue a notice in FORM GST REG-23
requiring the applicant to show cause as to why the
application submitted for revocation should not be
rejected and the applicant has to furnish the reply
within a period of seven working days from the date
of the service of the notice in FORM GST REG-
24.

Upon receipt of the information or clarification in
FORM GST REG-24, the Proper Officer (Assis-
tant or Deputy Commissioners of Central Tax) shall
dispose of the application within a period of thirty
days from the date of the receipt of such information
or clarification from the applicant. In case the infor-
mation or clarification provided is satisfactory, the
Proper Officer (Assistant or Deputy Commissioners
of Central Tax) shall dispose the application as per

para (iii) above. In case it is not satisfactory the ap-

15
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Vi.

plicant will be mandatorily given an opportunity of
being heard, after which the Proper Officer (Assis-
tant or Deputy Commissioners of Central Tax) after
recording the reasons in writing may by an order in
FORM GST REG- 05, reject the application for
revocation of cancellation of registration and com-
municate the same to the applicant.

'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 can-
cellation of registration under Central Goods and
Services Tax Act

skteskesieoksk
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Chapter Three

'The Meaning and Scope of
Supply

'The taxable event in GST is supply of goods or services or
both. Various taxable events like manufacture, sale, rendering
of service, purchase, entry into a territory of State etc. have
been done away with in favour of just one event i.e. supply.
'The constitution defines “goods and services tax” as any tax
on supply of goods, or services or both except taxes on the
supply of the alcoholic liquor for human consumption.

'The Central and State governments will have simultaneous
powers to levy the GST on intra-state supply. However, the
Parliament alone shall have exclusive power to make laws
with respect to levy of goods and services tax on inter-state

supply.
The term, “supply” has been inclusively defined in the
Act. The meaning and scope of supply under GST can be

understood in terms of following six parameters, which can
be adopted to characterize a transaction as supply:

1. Supply of goods or services. Supply of anything other

than goods or services does not attract GST.

17
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Supply should be made for a consideration

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

Supply should be made by a taxable person
Supply should be a taxable supply

While these six parameters describe the concept of
supply, there are a few exceptions to the requirement
of supply being made for a consideration and in the
course or furtherance of business. Any transaction
involving supply of goods or services without
consideration is not a supply, barring few exceptions,
in which a transaction is deemed to be a supply even
without consideration. Further import of services
for a consideration, whether or not in the course or
furtherance of business is treated as supply.

Supply of goods or services or both

Goods as well as services have been defined in the GST Law.
'The securities are excluded from the definition of goods as
well as that of services. Money is also excluded from the
definition of goods as well as services, however, activities
relating to the use of money or its conversion by cash or by
any other mode, from one form, currency or denomination,
to another form, currency or denomination for which a
separate consideration is charged are included in services.

Schedule II to the CGST Act, 2017 lists a few activities
which are to be treated as supply of goods or supply of
services. For instance, any transfer of title in goods would

18
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be a supply of goods, whereas any transfer of right in goods
without transfer of title would be considered as services.

Further Schedule IIT to the CGST Act, 2017 spells out
activities which shall be treated as neither supply of goods
nor supply of services — in other words, outside the scope of
GST.A few important ones are: -

1. Services by an employee to the employer in the
course of or in relation to his employment.

2. Services of funeral, burial, crematorium or mortuary
including transportation of the deceased.

3. Sale of land and, sale of building where the entire
consideration has been received after completion
certificate is issued or after its first occupation.

Actionable claims are included in the definition of goods,

however, schedule III provides that actionable claims other

than lottery, betting and gambling shall be neither goods

nor services.

Supply for consideration

Consideration has specifically been defined in the CGST
Act, 2017. It can be in money or kind. Any subsidy given
by the Central Government or a State Government is not
considered as consideration. It is immaterial whether the
payment is made by the recipient or by any other person.

A deposit given in respect of the supply of goods or
services or both shall not be considered as payment made
for such supply unless the supplier applies such deposit as
consideration for the said supply;

19
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Further, when there is barter of goods of services, the same
activity constitutes supply as well as a consideration. When
a barber cuts hair in exchange for a painting, hair cut is a
supply of services by the barber. It is a consideration for the
painting received.

However, there are exceptions to the requirement of
‘Consideration’ as a pre-condition for a supply to be called
a supply as per GST. As per schedule to CGST Act, 2017,
activities as mentioned below shall be treated as supply even
if made without consideration.

1.

2.

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

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.

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.

Supply in the Course or Furtherance of Business

20
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GST is essentially tax only on commercial transactions.
Hence only those supplies that are in the course or
furtherance of business qualify as Supply under GST.
Hence any supplies made by an individual in his personal
capacity do not come under the ambit of GST unless they
fall within the definition of business as defined in the Act.
CBEC vide press release dated 13.07.2017 has clarified
that sale of old gold jewellery by an individual to a jeweller
will not constitute supply as the same cannot be said to be
in the course or furtherance of business of the individual.
Sale of goods or service even as a vocation is a supply under
GST. Therefore, even if a famous politician paints paintings
for charity and sells the paintings even as a one-time
occurrence, the sale would constitute Supply.

However, there is one exception to this ‘Course or
Furtherance of Business’ rule i.e., import of services for a
consideration.

Supply by a taxable Person
A supply to attract GST should be made by a taxable

person. Hence a supply between two non-taxable persons
does not constitute supply under GST. A “taxable person”
is a person who is registered or liable to be registered under
section 22 or section 24. Hence even an unregistered person
who is liable to be registered is a taxable person. Similarly,
a person not liable to be registered but has taken voluntary
registration and got himself registered is also a taxable
person.

It should be noted that GST in India is state-centric. Hence
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a person making supplies from different states need to take
separate registration in each state. Further the person may
take more than one registration within a state if the person
has multiple business verticals. A person who has obtained
or is required to obtain more than one registration, whether
in one State or Union territory or more than one State or
Union territory shall, in respect of each such registration, be
treated as distinct persons for the purposes of GST. Hence
a supply between these entities constitutes supply under

GST.

Taxable supply

For a supply to attract GST the supply must be taxable.
Taxable supply has been broadly defined and means any
supply of goods or services or both which is leviable to tax
under the Act. Exemptions may be provided to the specified
goods or services or to a specified category of persons /
entities making supply.

Supply in the taxable territory
For a supply to attract GST the place of supply should be

in India except the state of Jammu and Kashmir. The place
of supply of any goods or services is determined based on

Sections 10,11,12 and 13 of IGST Act 2017.

Inter/Intra State supply
The location of the supplier and the place of supply

determines whether a supply is treated as an Intra State
supply or an Inter State supply. Determination of the nature
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of supply is essential to ascertain whether integrated tax is
to be paid or Central plus State tax are to be paid. Inter -
State supply of goods means a supply of goods where the
location of the supplier and place of supply are in different
States or Union territories. Intra State supply of goods
means supply of goods where the location of the supplier
and place of supply are in the same State or Union territory.
Imports, Supplies from and to SEZs are treated as deemed
inter-State supplies.

Composite / Mixed supply

A composite supply means a supply made by a taxable
person to a recipient comprising two or more supplies
of goods or services 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. For instance, a travel
ticket from Mumbai to Delhi may include service of food
being served on board, free insurance, use of airport
lounge. In this case, transport of passenger, constitutes
the pre-dominant element of the composite supply, and
is treated as the principal supply and all other supplies
are ancillary.

'The GST Law lays down the tax liability on a composite or
mixed supply in the following manner.

e Composite Supply comprising two or more
supplies one of which is a principal supply,shall be
treated as supply of such principal supply.

e Mixed Supply comprising two or more supplies,
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shall be treated as supply of that particular supply
which attracts the highest rate of tax.

sktesksieoksk
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Chapter Four

Composite Supply and Mixed
Supply

Introduction

'The taxable event under GST is supply of goods or services
or both. GST will be payable on every supply of goods or
services or both unless otherwise exempted. The rates at
which GST is payable for individual goods or services or
both is also separately -notified. Classification of supply
(whether as goods or services, the category of goods and
services) is essential to charge applicable rate of GST on
the particular supply. 'The application of rates will pose
no problem if the supply is of individual goods or services
which is clearly identifiable and the goods or services are
subject to a particular rate of tax.

Butnotall supplies will be such simple and clearlyidentifiable
supplies. Some of the supplies will be a combination of
goods or combination of services or combination of goods
and services both. Each individual component in a given
supply may attract different rate of tax. The rate of tax to be
levied on such supplies may pose a problem in respect of
classification of such supplies. It is for this reason, that the
GST Law identifies composite supplies and mixed supplies
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and provides certainty in respect of tax treatment under

GST for such supplies.

Composite Supply under GST
Under GST, a composite supply would mean 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;

Iustration: 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.

A works contracts and restaurant services are classic
examples of composite supplies, however the GST Act
identifies both as supply of services and chargeable to
specific rate of tax mentioned against such services.
(Works contract and restaurant)

In respect of composite supplies (other than the two
categories mentioned above), the need to determine the
supply as a composite one, will arise, so as to determine
the appropriate classification. It will be necessary to
determine as to whether a particular supply is naturally
bundled in the ordinary course of business and what
constitutes principal supply in such composite supplies.

The concept of composite supply under GST is identical
to the concept of naturally bundled services prevailing
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in the existing service tax regime. This concept has been
explained in the Education Guide issued by CBEC in the
year 2012 as under -

o

Bundled service’ means a bundle of provision of various
services wherein an element of provision of one service is
combined with an element or elements of provision of any
other service or services. An example of ‘bundled service’
would be air transport services provided by airlines
wherein an elementoftransportation of passenger by airis
combined with an element of provision of catering service
on board. Each service involves differential treatment as
a manner of determination of value of two services for the
purpose of charging service tax is different.

The rule is - ‘If various elements of a bundled service are
naturally bundled in the ordinary course of business, it
shall be treated as provision of a single service which
gives such bundle its essential character’

IMlustrations -

e A hotel provides a 4-D/3-N package with the facility
of breakfast. This is a natural bundling of services
in the ordinary course of business. The service of
hotel accommodation gives the bundle the essential
character and would, therefore, be treated as service of
providing hotel accommodation.

e A 5 star hotel is booked for a conference of 100
delegates on a lump sum package with the following
facilities:
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e Accommodation for the delegates

e Breakfast for the delegates,

e Tea and coffee during conference

e  Access to fitness room for the delegates
e  Availability of conference room

e Business centre

As is evident a bouquet of services is being provided,
many of them chargeable to different effective rates of tax.
None of the individual constituents are able to provide the
essential character of the service. However, if the service is
described as convention service it is able to capture the entire
essence of the package. Thus, the service may be judged as
convention service and chargeable to full rate. However, it
will be fully justifiable for the hotel to charge individually
for the services as long as there is no attempt to offload the
value of one service on to another service that is chargeable
at a concessional rate.

Whether services are bundled in the ordinary course
of business would depend upon the normal or frequent
practices followed in the area of business to which services
relate. Such normal and frequent practices adopted in a
business can be ascertained from several indicators some of
which are listed below —

e  'The perception of the consumer or the service receiver.
If large number of service receivers of such bundle of
services reasonably expect such services to be provided
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as a package, then such a package could be treated as
naturally bundled in the ordinary course of business.

Majority of service providers in a particular area
of business provide similar bundle of services. For
example, bundle of catering on board and transport by
air is a bundle offered by a majority of airlines.

The nature of the various services in a bundle of
services will also help in determining whether the
services are bundled in the ordinary course of business.
If the nature of services is such that one of the services
is the main service and the other services combined
with such service are in the nature of incidental or
ancillary services which help in better enjoyment
of a main service. For example, service of stay in a
hotel is often combined with a service or laundering
of 3-4 items of clothing free of cost per day. Such
service is an ancillary service to the provision of hotel
accommodation and the resultant package would be
treated as services naturally bundled in the ordinary
course of business.

Other illustrative indicators, not determinative but
indicative of bundling of services in ordinary course
of business are -

e 'There is a single price or the customer pays the
same amount, no matter how much of the package
they actually receive or use.

e 'The elements are normally advertised as a package.
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o 'The different elements are not available separately.

e 'The different elements are integral to one overall
supply — if one or more is removed, the nature of

the supply would be affected.

No straight jacket formula can be laid down to determine
whether a service is naturally bundled in the ordinary
course of business. Each case has to be individually
examined in the backdrop of several factors some of which
are outlined above.”

'The above principles explained in the light of what constitutes
a naturally bundled service can be gainfully adopted
to determine whether a particular supply constitutes a
composite supply under GST and if so what constitutes the
principal supply so as to determine the right classification
and rate of tax of such composite supply.

Mixed Supply

Under GST, a mixed supply means two or more individual
supplies ofgoods orservices, orany 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;

[llustration: 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.
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In order to identify if the particular supply is a Mixed
Supply, the first requisite is to rule out that the supply
is a composite supply. A supply can be a mixed supply
only if it is not a composite supply. As a corollary it can
be said that if the transaction consists of supplies not
naturally bundled in the ordinary course of business
then it would be a Mixed Supply. Once the amenability
of the transaction as a composite supply is ruled out, it
would be a mixed supply, classified in terms of a supply
of goods or services attracting highest rate of tax.

The following illustration given in the Education Guide
of CBEC referred to above can be a pointer towards a
mixed supply of services: -

A house is given on rent one floor of which is to be used
as residence and the other for housing a printing press.
Such renting for two different purposes is not naturally
bundled in the ordinary course of business. Therefore,
if a single rent deed is executed it will be treated as a
service comprising entirely of such service which attracts
highest liability of service tax. In this case renting for use
as residence is a negative list service while renting for
non-residence use is chargeable to tax. Since the latter
category attracts highest liability of service tax amongst
the two services bundled together, the entire bundle
would be treated as renting of commercial property.”

Determination of tax liability of tax liability of
Composite and Mixed Supplies

'The tax liability on a composite or a mixed supply shall be
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determined in the following manner, namely: —

a) acomposite 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) amixed supply comprising two or more supplies shall
be treated as a supply of that particular supply which
attracts the highest rate of tax.

Time of supply in case of Composite supply

It the composite supply involves supply of services as
principal supply, such composite supply would qualify as
supply of services and accordingly the provisions relating to
time of supply of services would be applicable. Alternatively,
if composite supply involves supply of goods as principal
supply, such composite supply would qualify as supply of
goods and accordingly, the provisions relating to time of

supply of goods would be applicable.

Time of supply in case of mixed supplies

'The mixed supply,ifinvolves supply of a service liable to tax at
higher rates than any other constituent supplies, such mixed
supply would qualify as supply of services and accordingly
the provisions relating to time of supply of services would
be applicable. Alternatively, the mixed supply, if involves
supply of goods liable to tax at higher rates than any other
constituent supplies, such mixed supply would qualify as
supply of goods and accordingly the provisions relating to
time of supply of services would be applicable.
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Certain clarifications on composite and mixed supply

given by CBEC

'The printing industry in India in particular faces a dilemma
in determining whether the nature of supply provided is that
of goods or services and whether in case certain contracts
involve both supply of goods and services, whether the
same would constitute a supply of goods or services or if
it would be a composite supply and in case it is, then what
would constitute the principal supply. It is to be noted that
in case of composite supplies, taxability is determined by
the principal supply. To address concerns of the printing
industry, CBEC has come out with Circular no.11/11/2017-
GST dated 20.10.2017, where in it is clarified as under:

“It is clarified that supply of books, pamphlets, brochures,
envelopes, annual reports, leaflets, cartons, boxes etc. printed
with logo, design, name, address or other contents supplied
by the recipient of such printed goods, are composite
supplies and the question, whether such supplies constitute
supply of goods or services would be determined on the
basis of what constitutes the principal supply.

In the case of printing of books, pamphlets, brochures,
annual reports, and the like, where only content is supplied
by the publisher or the person who owns the usage rights
to the intangible inputs while the physical inputs including
paper used for printing belong to the printer, supply of
printing [of the content supplied by the recipient of supply]
is the principal supply and therefore such supplies would
constitute supply of service falling under heading 9989 of
the scheme of classification of services.

33



GST FLYERS

In case of supply of printed envelopes, letter cards, printed
boxes, tissues, napkins, wall paper etc. falling under Chapter
48 or 49, printed with design, logo etc. supplied by the
recipient of goods but made using physical inputs including
paper belonging to the printer, predominant supply is that of
goods and the supply of printing of the content [supplied by
the recipient of supply] is ancillary to the principal supply of
goods and therefore such supplies would constitute supply
of goods falling under respective headings of Chapter 48 or
49 of the Customs Tariff.

sefokodokk
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Chapter Five

Time of Supply in GST

Time of Supply

In order to calculate and discharge tax liability it is important
to know the date when the tax liability arises i.e. the date
on which the charging event has occurred. In GST law, it is
known as Time of Supply. GST law has provided separate
provisions to determine the time of supply of goods and
time of supply of services. Sections 12, 13 & 14 of the
CGST Act, 2017, deals with the provisions related to time
of supply and by virtue of section 20 of the IGST Act, 2017,
these provisions are also applicable to inter-State supplies
leviable to Integrated tax.

Point of time when supplier receives the payment or date
of receipt of payment

'The phrase “the date on which supplier receives the payment”
or “the date of receipt of payment” means the date on which
payment is entered in books of accounts of the supplier
or the date on which the payment is credited to his bank
account, whichever is earlier.

Time of issue of invoice for supply
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As per section 31 of the CGST Act, 2017 an invoice for
supply of goods needs to be issued before or at the time
of removal of goods for supply to the recipient where the
supply involves movement of goods. However, in other
cases, invoice needs to be issued before or at the time of
delivery of goods or making available goods to the recipient.

Similarly, an invoice for supply of services needs to be issued
before or after the provision of service but not later than
thirty days from the date of provision of service.

Time of supply of goods (Default Rule)
Earliest of the following dates

e Date of issue of invoice by the supplier. If invoice
is not issued, then the last date on which supplier
is legally bound to issue the invoice with respect to

the supply.
e Date on which supplier receives the payment.

Section 148 of the CGST Act, 2017, confers powers on
the government (on the recommendation of the GST
Council) to notify certain classes of registered persons
and the special procedures to be followed by such
persons including those with regard to registration,
furnishing of return, payment of tax and administration
of such persons. In exercise of powers conferred by this
section, the government on the recommendations of the
GST Council has notified the registered persons (who
have not opted for composition levy) as the class of
persons who shall pay GST on outward supply of goods
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atthe time of supply specified in clause (a) of sub-section
(2) of Section 12. Thus, in respect of supply of goods
by normal registered persons (other than composition
dealers), the time of supply will be the issue of invoice
(or the last date by which invoice has to be issued in
terms of Section 31) Therefore, all taxpayers (except
composition taxpayers) are exempted from paying GST
at the time of receipt of advance in relation to supply of
goods. The entire GST shall be payable only when the
invoice is issued for such supply of goods. The special
procedure will be applicable to this class of persons
(registered persons making supplies of goods other
than composition dealers) even in situations governed
by Section 14 of the Act (change in rate). Notification no.
66/2017-Central Tax dated 15.11.2017 may be referred
to.

Time of supply of services (Default Rule)
Earliest of the following dates

e Ifthe invoice is issued within the legally prescribed
period under section 31(2) of the CGST Act, 2017
read with Rule 47 of CGST Rules, 2017 (which is
thirty days from the date of the supply of service),
then the date of issue of invoice by the supplier or
date of receipt of payment, which ever is earlier.

e If the invoice is not issued within the legally
prescribed period under section 31(2) of the CGST
Act, 2017 then the date of provision of service or
date of receipt of payment, whichever is earlier.
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e Date on which recipient shows the receipt of
service in his books of account, in a case aforesaid
two provisions do not apply.

'The supply of services shall deemed to have been made to
the extent it is covered by the invoice or by the payment, as
the case may be. For example, Firm ‘A’ receives an advance
of Rs. 2500/~ on 29.07.2017 for provision ofservices worth
Rs. 10000/- to be supplied in the month of September,
then it is deemed that firm ‘A’ has made a supply of Rs.
2500/~ on 29.07.2017 and tax liability on Rs. 2500/~ is to
be discharged by 20.08.2017.

Although tax is payable on any advance received for a
supply of services, however for the convenience of trade it
is provided that if a supplier of taxable services receives an
amount up to Rs. 1000/- in excess of the amount indicated
on the tax invoice, then the supplier has an option to take
the date of issue of invoice in respect of such supply as time
of supply. For example, if a supplier has received an amount
of Rs. 1500/~ against an invoice of Rs.1100/- on 25.07.2017
and date of invoice of next supply to the said recipient is
14.08.2017, then he has option to treat the time of supply
w.r.t Rs. 400/- either as 25.07.2017 or 14.08.2017.

Time of supply of goods when tax is to be paid on reverse
charge basis

Earliest of the following dates
e Date of receipt of goods

e Date on which payment is entered in the books of
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accounts of the recipient or the date on which the
payment is debited in his bank account, whichever
is earlier.

Date immediately following 30 days from the date
of issue of invoice or any other legal document in
lieu of invoice by the supplier.

However, if it is not possible to determine the time of
supply in aforesaid manner then the time of supply is the
date of entry of the transaction in the books of accounts of

the recipient of supply.

Time of supply of services when tax is to be paid on
reverse charge basis

Earliest of the following dates

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

Date immediately following 60 days from the date
of issue of invoice or any other legal document in
lieu of invoice by the supplier.

However, if it is not possible to determine the time of
supply in aforesaid manner then the time of supply is the
date of entry of the transaction in the books of accounts of
the recipient of supply.

Time of supply of services in case of supply by

Associated Enterprises located outside India
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In this case, the time of supply is the date of entry in the
books of account of the recipient or the date of payment,
whichever is earlier.

Time of supply in case of supply of vouchers
Voucher has been defined in the CGST Act, 2017 as an

instrument where there is an obligation to accept it as
consideration or part consideration for a supply of goods
or services or both and where the goods or services or both
to be supplied or the identities of their potential suppliers
are either indicated on the instrument itself or in related
documentation, including the terms and conditions of
use of such instrument. Vouchers are commonly used for
transaction in the Indian economy. A shopkeeper may issue
vouchers for specific supply i.e. supply is identifiable at the
time of issuance of voucher. In trade parlance, these are
known as single purpose vouchers. For example, vouchers
for pressure cookers or Television or for spa or haircut.
Similarly, a voucher can be general purpose voucher which
can be used for multiple purposes. For example, a Rs.
1000/- voucher issued by Shoppers’ Stop store can be used
for buying any product at any Shoppes’ Stop store. Time of
supply is different in case of single purpose voucher and in
the case of general purpose voucher.

Time of supply in the case of single purpose voucher i.e.
case where supply is identifiable at the time of issuance of
voucher is date of issue of voucher. However, in all other
cases of supply of vouchers, time of supply is date of
redemption of voucher.
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Time of supply of goods or services (Residual
provisions)

In case it is not possible to determine the time of supply
under aforesaid provisions, the time of supply is,-

e Duedate of filing of return, in case where periodical
return has to be filed

e Date of payment of tax in all other cases.

Time of supply of goods or services related to an
addition in the value of supply by way of interest, late
fees or penalty

Time of supply related 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 suppliers
receives such addition in value. For example a supplier
receives consideration in the month of September instead
of due date of July and for such delay he is eligible to
receive an interest amount of Rs. 1000/- and said amount is
received on 15.12.2017. The time of supply of such amount
(Rs. 1000/-) will be the 15.12.2017 i.e. the date on which
it is received by the supplier and tax liability on this is to be
discharged by 20.01.2018.

Change in Rate of Tax in respect of supply of goods or

services

Where there is a change in rate of tax of supply of goods
or services, time of supply has to be determined in the
tollowing manner:-
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Supply is completed before the change in rate of tax

Invoice Payment | Time of supply | Applicable
issued received rate of tax
before date | before date
of change | of change
in tax rate | in tax rate
No No earliest of the|New rate of
date of invoice |tax
or payment
Yes No Date of issue of | Old tax rate
invoice.
No Yes Date of receipt|Old tax rate
of payment

Supply is completed after the change in rate of tax

Invoice Payment Time of sup- Applicable
issued before | received ply rate of tax
date of before date
change in tax | of change in
rate tax rate
Yes Yes earliest of the| Old rate of tax
date of invoice
or payment
Yes No Date of receipt | New rate of tax
of payment
No Yes Date of issue | New rate of tax
of invoice

However, the special procedure for payment of tax by
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suppliers of goods (other than composition dealers) notified
by Government vide notification no. 66/2017-Central Tax
dated 15.11.2017 under section 148 of the CGST Act,
2017, will continue to govern even in the above situation.
In a nutshell, suppliers of goods other than composition
dealers will have to pay tax at the time of issue of invoice
only.

Date of receipt of Payment in case of change in rate of
tax

Normally the date of receipt of payment is the date of credit
in the bank account of the recipient of payment or the date
on which the payment is entered into his books of account,
whichever is earlier. Further, the date of credit in the bank
account is relevant if such credit is after four working days
from the date of change in rate of tax.

skteskesksiesk
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Chapter Six

GS'T on advances received for
future supplies

Time of supply determines when the taxpayer is required
to discharge tax on particular supply. Time of supply
provisions are governed by Section 12 to 14 of the CGST
Act, 2017. As per the said provisions, the time of supply is
determined with reference to the time when the supplier
receives payment with respect to the supply as well as a
few other references like issue of invoice, receipt of goods
etc. In general, the time of supply is earliest of issuance of
invoice or receipt of payment. Therefore, in case of advance
received for any supply, time of supply is fixed at the point
when advance is received, irrespective of the fact whether
the supply is made or not. Accordingly, GST needs to be
paid with reference to the time at which advance is received,
if any, and this requires compliances with a few procedures,
documentation and reconciliation of taxes paid on the
advances and supply made.

As per the explanation 1 to Section 12 of the CGST Act,
2017 a “supply” shall be deemed to have been made to the
extent it is covered by the invoice or, as the case may be, the
payment. For instance, an advance of Rs. 10 lacs is received
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for a supply worth Rs. 1 crore to be made in future. The time
of supply to the extent of advance received i.e. Rs.10 lacs
shall be at the time of receipt of advance and for the balance
amount of Rs. 90 lacs, it shall be determined with reference
to date of issue of invoice and other parameters.

It happens many a times that supply is cancelled after paying
advances. In such cases, depending on agreements, the
advances received may be refunded, forfeited, or adjusted for
later supplies. All this may require different tax treatments.

Recognizing the fact that small businessmen may be
burdened with compliance issues with regard to GST on
advances, the Government has come out with Notification
no. 66/2017 dated 15.11.2017, whereby all suppliers
of goods who have not opted for composition scheme,
have been exempted from the burden of paying GST on
Advances received. For such categories of taxpayers, time
of supply would arise only at the time of issue of invoice and
they need to discharge GST liability accordingly. But the
supplier of services are required to pay GST at the time of
receipt of advances.

Many of the goods which were in the highest tax bracket of
28% have been brought down to the 5/12/18% bracket after
the decision of the GST Council in its meeting held on
10.11.2017. Notification no. 41/2017-Central Tax (Rate)
dated 14.11.2017 has also been issued giving effect to the
revised rates. It may so happen that advances were given
when the rate was 28% and the supplier has paid tax on it.
Subsequently the rate has been reduced to say 18%. Now,
assuming supply happened after the change in tax rate and
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the invoice for the same was also issued after the change
in tax rate, the time of supply, according to section 14 of
the CGST Act, is the date of issue of invoice. Therefore,
10% additional tax paid can either be adjusted against the
balance payment of tax against that particular supply or
claimed back as refund.

For the categories of taxpayers who are required to discharge
GST on Advances, the following would be relevant.

Compliances under GST:

As per Section 31 (3) (d) of the CGST Act, 2017, a
registered person shall, on receipt of advance payment
with respect to any supply of goods or services or
both, issue a receipt voucher or any other document,
containing such particulars as may be prescribed,
evidencing receipt of such payment;

'The receipt voucher shall contain the particulars as contained

in Rule 50 of the CGST Rules, 2017 which are as follows:

a) name, address and Goods and Services Tax Identifica-
tion Number of the supplier;

b) aconsecutive serial number not exceeding sixteen char-
acters, in one or multiple series, containing alphabets or
numerals or special characters hyphen or dash and slash
symbolized as “-”and “/” respectively, and any combina-
tion thereof, unique for a financial year;

c) date of its issue;

d) name, address and Goods and Services Tax Identifica-
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tion Number or Unique Identity Number, if registered,
of the recipient;

e) description of goods or services;
f) amount of advance taken;

g) rate of tax (central tax, State tax, integrated tax, Union
territory tax or cess);

h) amount of tax charged in respect of taxable goods or
services (central tax, State tax, integrated tax, Union
territory tax or cess);

i) place of supply along with the name of State and its
code, in case of a supply in the course of inter-State
trade or commerce;

j)  whether the tax is payable on reverse charge basis; and

k) signature or digital signature of the supplier or his au-
thorised representative.

What if the rate of tax or place of supply is not
determinable at the time of receiving advance payment?
The proviso to Rule 50 of the Rules ibid provides that
where at the time of receipt of advance, if the rate of
tax is not determinable, the tax shall be paid at the rate
of 18% and if the nature of supply is not determinable,
the same shall be treated as inter-State supply and GST
should be paid accordingly.

Once an advance payment has been made and a receipt
voucher has also been issued, there may be situations
wherein the supply is subsequently not made and the
amount of advance is to be refunded back. There could

47



GST FLYERS

be multiple situations. One is that no tax invoice is issued
till then. In that case, the advance taken can be refunded
and a refund voucher need to be issued in such cases.
However, if tax invoice has already been issued, credit
note will have to be issued in order to square off the
transaction. Credit Note can be issued in terms of the
provisions contained in Section 34 of the Act ibid read
with Rule 54 of the Rules ibid.

AsperSection31(3) (e)ibid, where,onreceiptofadvance
payment with respect to any supply of goods or services
or both the registered person issues a receipt voucher,
but subsequently no supply is made and no tax invoice is
issued in pursuance thereof, the said registered person
may issue to the person who had made the payment, a
refund voucher against such payment;

The refund voucher shall be as per Rule 51 of the Rules
ibid and shall contain following particulars:

a) name, address and Goods and Services Tax Identifica-
tion Number of the supplier;

b) aconsecutive serial number not exceeding sixteen char-
acters, in one or multiple series, containing alphabets
or numerals or special characters’ hyphen or dash and
slash symbolized as “-” and “/” respectively, and any
combination thereof, unique for a financial year;

c) date of its issue;

d) name, address and Goods and Services Tax Identifica-
tion Number or Unique Identity Number, if registered,
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of the recipient;

e) number and date of receipt voucher issued in accor-
dance with the provisions of rule 50;

f) description of goods or services in respect of which re-
fund is made; (g) amount of refund made;

g) rate of tax (central tax, State tax, integrated tax, Union
territory tax or cess);

h) amount of tax paid in respect of such goods or services
(central tax, State tax, integrated tax, Union territory
tax or cess);

i) whether the tax is payable on reverse charge basis; and

j)  signature or digital signature of the supplier or his au-
thorised representative.

As per Rule 56(3) of the Rules ibid, every registered
person shall keep and maintain a separate account of
advances received, paid and adjustments made thereto.

Table 11 of GSTR 1: Consolidated Statement of
Advances Received/Advance adjusted in the current
tax period/ Amendments of information furnished
in earlier tax period: Rate wise and intra/interstate
wise

Table 11A of FORM GSTR-1 captures information related
to advances received, rate-wise, in the tax period and
tax to be paid thereon along with the respective place
of supply (POS). Table 11B captures adjustment of tax
paid on advance received and reported in earlier tax
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periods against invoices issued in the current tax period.
The details of information relating to advances would
be submitted in Table 11A only if the invoice has not
been issued in the same tax period in which the advance
was received. Whereas adjustments made in respect
of advances received during the earlier tax period,
but invoices issued in the current tax period would be
reflected in Table 11B.

It may be noted that dates for FORM GSTR-2 and FORM
GSTR-3 have not been notified so far.

GST on advance received by Composition dealer:

A Composition dealer is governed by Section 10 of the
Act ibid which states as under:

10. (1) Notwithstanding anything to the contrary contained
in this Act but subject to the provisions of sub-sections (3)
and (4) of section 9, a registered person, whose aggregate
turnover in the preceding financial year did not exceed one
crore rupees, may opt to pay, in lieu of the tax payable by
him, an amount calculated at such rate as may be prescribed,
but not exceeding,—

(a) one per cent of the turnover in State or turnover in
Union territory in case of a manufacturer or trader,

(b) two and a half per cent of the turnover in State or
turnover in Union territory in case of persons engaged in
making supplies referred to in clause (b) of paragraph 6 of
Schedule II, andsubject to such conditions and restrictions
as may be prescribed.
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The provisions of Section 10 are subject to Section 9(3)
& (4) which would mean that the composition dealer
will have make necessary compliances on account of
reverse charge supplies (apart from payment of tax
u/s 10 at the prescribed rate on his outward supplies).
It may, however, be noted that provisions of Section
9(4) of the Act ibid has been suspended till 31.03.2018
vide Notification no.38/2017-Central Tax (Rate) dated
13.10.2017.Section 10 of the Act ibid also suggests that
a composition dealer has to pay, in lieu of tax payable by
him, an amount calculated at the prescribed rate. The
prescribed rate is applied on the turnover in the state
of the composition dealer. Turnover in a state has been
defined in Section 2(112) of the Act ibid as “turnover
in State” or “turnover in Union territory” 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) and exempt supplies
made within a State or Union territory by a taxable
person, exports of goods or services or both and inter-
State supplies of goods or services or both made from
the State or Union territory by the said taxable person
but excludes central tax, State tax, Union territory.

In Table 6 of the GSTR-4, the return for composition
taxpayer, the tax on outward supplies made shall
be computed as net of advance and goods returned.
Further, in Table 8, consolidated statement of Advances
paid/Advance adjusted on account of receipt of supply
need to be detailed.

A combined reading of the above provisions would
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indicate that a composition dealer will not have to pay
any tax on advances received, if such advances pertain
to his outward supplies. The advances received and
goods returned do not form part of taxable supplies and
do not form part of the turnover in a state at the end of
the quarter (tax period) for the purpose of computing
turnover in a state.

skteseskesiesk
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Chapter Seven

Concept of Aggregate
Turnover in GST

Turnover, in common parlance, is the total volume of a
business. The term ‘aggregate turnover” has been defined in

GST law as under:

‘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 all India basis but excludes central tax, State tax,
Union territory tax, integrated tax and cess.

'The aggregate turnover is a crucial parameter for deciding
the eligibility of a supplier to avail the benefit of exemption
threshold of Rs. 20 Lakhs [Rs. 10 Lakhs in case of special
category States except ] & K] and for determining the
threshold limit for composition levy. Let us dissect the
definition in small parts to understand the meaning clearly.
'There are certain terms used in the definition which need a
bit of elaboration.

It may be noted that the inward supplies on which the
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recipient is required to pay tax under Reverse Charge
Mechanism (RCM) does not form part of the ‘aggregate
turnover’. The law stipulates certain supplies like, Goods
Transport Agency services, services received from outside
India, to name a few, where the recipient of service is made
to pay the tax. The value of such supplies on which tax is paid,
would not form part of the ‘aggregate turnover’ of recipient
of such supplies. However, the value of such supplies would
continue to be part of the ‘aggregate turnover’ of the supplier

of such supplies.

'The second element of value which would not be included
in the ‘aggregate turnover’is the element of central tax, state
tax, union territory tax and integrated tax and compensation
cess.

'The value of exported goods/services, exempted goods/
services, inter-state supplies between distinct persons
having same PAN would be added to ‘aggregate turnover’.

Last but not the least, such turnover is to be calculated by
taking together the value in respect of the activities carried
out on all-India basis.

'The aggregate turnover is different from turnover in a State.
'The former is used for determining the threshold limit for
registration as well as eligibility for Composition Scheme.
However, the composition levy would be calculated on the
basis of turnover in the State.

sekactok
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Chapter Eight

Non-resident taxable person

in GST

Introduction

“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.

A non-resident taxable person making taxable supply in
India has to compulsorily take registration. There is no
threshold limit for registration. A non-resident taxable
person cannot exercise the option to pay tax under
composition levy. He has to apply for registration at least
five days prior to commencing his business in India using a
valid passport (and need not have a PAN number in India).
A business entity incorporated or established outside India,
has to submit the application for registration along with its
tax identification number or unique number on the basis of
which the entity is identified by the Government of that
country or its Permanent Account Number, if available.

A non-resident taxable person has to make an advance
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deposit of tax in an amount equivalent to his estimated tax
liability for the period for which the registration is sought.

Registration: A non-resident taxable person is not required
to apply in normal application for registration being filed
by other taxpayers. A simplified form GST REG-09 is
required to be filled. A non-resident taxable person has
to electronically submit an application, along with aself-
attested copy of his valid passport, for registration, duly
signed or verified through EVC, in FORM GST REG-09,
at least five days prior to the commencement of business at
the Common Portal either directly or through a Facilitation
Centre notified by the Commissioner.

In case the non-resident taxable person is a business entity
incorporated or established outside India, the application
for registration shall be submitted along with its tax
identification number or unique number on the basis of
which the entity is identified by the Government of that
country or its PAN, if available.

The application for registration made by a non-resident
taxable person has to be signed by his authorized signatory
who shall be a person resident in India having a valid
PAN. On successful verification of PAN, mobile number
and e-mail address the person applying for registration as
a non-resident taxable person will be given a temporary
reference number by the Common Portal for making the
mandatory advance deposit of tax for an amount equivalent
to the estimated tax liability of such person for the period
for which the registration is sought. The registration
certificate shall be issued electronically only after the said
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deposit appears in his electronic cash ledger. The amount
deposited shall be credited to the electronic cash ledger of
the Non-resident person.

'The non-resident taxable person can make taxable supplies
only after the issuance of the certificate of registration.
'The certificate of registration shall be valid for the period
specified in the application for registration or ninety days
from the effective date of registration, whichever is earlier.

In case the non-resident taxable person intends to extend
the period of registration indicated in his application of
registration, an application in FORM GST REG-11 shall
be submitted electronically through the Common Portal,
either directly or through a Facilitation Centre notified
by the Commissioner, before the end of the validity of
registration granted to him. The validity period of ninety
days can be extended by a further period not exceeding
ninety days. The extension will be allowed only on payment
of the amount of an additional amount of tax equivalent
to the estimated tax liability for the period for which the
extension.

Input Tax Credit: Input tax credit shall not be available
in respect of goods or services or both received by a non-
resident taxable person except on goods imported by him.
'The taxes paid by a non-resident taxable person shall be
available as credit to the respective recipients.

Returns: The non-resident taxable person shall furnish
a return in FORM GSTR-5 electronically through the
Common Portal, either directly or through a Facilitation
Centre notified by the Commissioner, including therein
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the details of outward supplies and inward supplies and
shall pay the tax, interest, penalty, fees or any other amount
payable under the Act or these rules within twenty days
after the end of a calendar month or within seven days after
the last day of the validity period of registration, whichever
is earlier.

Refund: The amount of advance tax deposited by a non-
resident taxable person at the time of initial registration/
extension of registration, will be refunded only after the
person has furnished all the returns required in respect of
the entire period for which the certificate of registration
granted to him had remained in force. Refund can be

applied in the serial no. 13 of the FORM GSTR -5.
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Chapter Nine

Casual taxable person in GST

Introduction:

“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.

A casual taxable person (other than those making supply of
specified handicraft goods) making taxable supply in India
has to compulsorily take registration. There is no threshold
limit for registration. Casual Taxable persons making
supply of specified handicraft goods need to register only
if their aggregate turnover crosses Rs. 20 Lakh (Rs. 10 lakh
for in case of Special Category States, other than the State
of Jammu and Kashmir.). A casual taxable person cannot
exercise the option to pay tax under composition levy.
He has to apply for registration at least five days prior to
commencing his business in India. The specified handicraft
goods are as under:

59



GST FLYERS

Sr. Products HSN Code
No

1 Leather articles (including bags,| 4201, 4202,
purses, saddlery, harness, gar-|4203
ments)

2 Carved wood products (including [ 4415, 4416
boxes, inlay work, cases, casks)

3 Carved wood products (including | 4419
table and kitchenware)

4 Carved Wood Products 4420

5 Wood turning and lacquer ware | 4421

6 Bamboo products [decorative and | 46
utility items]

7 Grass, leaf and reed and fiber|4601, 4602
products, mats, pouches, wallets

8 Paper Mache articles 4823

9 Textile (handloom products),|Including 50,
Handmade shawls, 58,61,62,63
stoles and scarves

10 Textiles hand printing 50,52,54

11 Zari thread 5605

12 Carpet, rugs and durries 57

13 Textiles hand embroidery 58

14 Theatre costumes 61,62,63

15 Coir products (including mats,|5705, 9404
mattresses)
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16 Leather footwear 6403, 6405
17 Carved stone products (including | 6802
statues, statuettes, figures of ani-
mals, writing sets, ashtray, candle
stand)
18 Stones inlay work 68
19 Pottery and clay products, includ- | 6901,6909,
ing terracotta 6911, 6912,
6913, 6914
20 Metal table and kitchen ware|7418
(copper, brass ware)
21 Metal statues, images/statues vas- | 8306
es, urns and crosses of the type
used for decoration of metals of
chapters 73 and 74
22 Metal bidriware 8306
23 Musical instruments 92
24 Horn and bone products 96
25 Conch shell crafts 96
26 Bamboo furniture, cane/Rattan
furniture
27 Dolls and toys 9503
28 Folk  paintings, madhubani,|97
patchitra, Rajasthani miniature
29 Chain switch Any chapter
30 Crewel, Namda, Gabba Any chapter
31 Wicker willow products Any chapter
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32 Toran Any chapter
33 Articles made of shoal Any chapter

A casual taxable person has to make an advance deposit of
tax in an amount equivalent to his estimated tax liability for
the period for which the registration is sought.

Registration:

A casual taxable person has to apply for registration at least
five days prior to the commencement of business. There is
no special form to register as a casual taxable person. The
normal FORM GST REG-01 which is used by other
taxable persons can be used for obtaining registration by
casual taxable person also. A casual taxable person, before
applying for registration, should declare his Permanent
Account Number, mobile number, e-mail address, State
or Union territory in Part A of FORM GST REG-01on
the common portal, either directly or through a Facilitation
Centre notified by the Commissioner.

'The Permanent Account Number shall be validated online
by the common portal from the database maintained by
the Central Board of Direct Taxes. The mobile number
declared shall be verified through a one-time password sent
to the said mobile number; and the e-mail address shall
be verified through a separate one-time password sent to
the said e-mail address. On successful verification of the
Permanent Account Number, mobile number and e-mail
address, a temporary reference number shall be generated
and communicated to the applicant on the said mobile
number and e-mail address.
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Using this reference number generated, the applicant shall
electronically submit an application in Part B of FORM
GST REG-01, duly signed or verified through electronic
verification code, along with the documents specified in the
said Form at the common portal, either directly or through
a Facilitation Centre notified by the Commissioner.

'The applicant will be given a temporary reference number
by the Common Portal for making the mandatory advance
deposit of tax for an amount equivalent to the estimated
tax liability of such person for the period for which the
registration is sought. The registration certificate shall be
issued electronically only after the said deposit appears
in his electronic cash ledger. The amount deposited shall
be credited to the electronic cash ledger of casual taxable
person. On depositing the amount, an acknowledgement
shall be issued electronically to the applicant in FORM
GST REG-02.

'The casual taxable person can make taxable supplies only
after the issuance of the certificate of registration. The
certificate of registration shall be valid for the period
specified in the application for registration or ninety days
trom the effective date of registration, whichever is earlier.

In case the casual taxable person intends to extend the period
of registration indicated in his application of registration,
an application in FORM GST REG-11shall be submitted
electronically through the Common Portal, either directly or
through a Facilitation Centre notified by the Commissioner,
before the end of the validity of registration granted to him.
'The validity period of ninety days can be extended by a
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further period not exceeding ninety days. The extension will
be allowed only on payment of the amount of an additional
amount of tax equivalent to the estimated tax liability for
the period for which the extension is sought.

Returns:

'The casual taxable person is required to furnish the following
returns electronically through the common portal, either
directly or through a Facilitation Centre notified by the
Commissioner:

a) FORM GSTR-1 giving the details of outward sup-
plies of goods or services to be filed on or before the
tenth day of the following month.

b) FORM GSTR-2, giving the details of inward supplies
to be filed after tenth but before the fifteenth day of the

tollowing month.

c¢) FORM GSTR-3 to be filed after fifteenth day but be-
tore the twentieth day of the following month.

d) FORM GSTR-3B to be filed but before the twentieth
day of the following month.

It may be mentioned that presently only FORM GSTR-1

and FORM GSTR-3B is required to be filed.

Special Returns procedure for registered persons with
turnover up to Rs. 1.5 Crore:

'The government has notified that the registered persons
having aggregate turnover of up to 1.5 crore rupees in the
preceding financial year or the current financial year, as
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the class of registered persons who shall follow the special
procedure as detailed below for furnishing the details of
outward supply of goods or services or both.

'The said persons shall furnish the details of outward supply
of goods or services or both in FORM GSTR-1 effected
during the quarter as specified in column (2) of the Table
below till the time period as specified in the corresponding
entry in column (3) of the said Table, namely

Sr. Quarter for which the | Time period for fur-

No. details in nishing the details
FORM GSTR-1 are fur- | in FORM GSTR-1
nished

1 July - September, 2017 10th January, 2018
2 October - December, 2017 | 15th February, 2018
3 January - March, 2018 30th April, 2018

The special procedure or extension of the time limit for
turnishing the details or return, as the case may be, under
sub-section (2) of section 38 (GSTR-2) and sub-section (1)
of section 39 (GSTR-3) of the Act, for the months of July,
2017 to March, 2018 shall be subsequently notified in the
Official Gazette.

Special Returns procedure for registered persons with
turnover exceeding Rs. 1.5 Crore:

'The government has notified that the registered persons
having aggregate turnover of more than 1.5 crore rupees
in the preceding financial year or the current financial year
shall furnish the details of outward supply of goods or
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services or both in FORM GSTR-1 effected during the
quarter as specified in column (2) of the Table below till
the time period as specified in the corresponding entry in
column (3) of the said Table, namely

Sr. | Month for which the details | Time period for
No. in furnishing the
FORM GSTR-1 are fur- | detailsin FORM
nished GSTR-1
1 July - November, 2017 10th January, 2018
December, 2017 10th February,
2018
3 January, 2018 10th March, 2018
4 February, 2018 10th April, 2018
5 March, 2018 10th May, 2018

'The special procedure or extension of the time limit for
furnishing the details or return, as the case may be, under
sub-section (2) of section 38 (GSTR-2) and sub-section (1)
of section 39 (GSTR-3) of the Act, for the months of July,
2017 to March, 2018 shall be subsequently notified in the
Official Gazette.

However, a casual tax person shall not be required to file any
annual return as required by a normal registered taxpayer.

Refund by Casual taxable person:

'The casual taxable person is eligible for the refund of any
balance of the advance tax deposited by him after adjusting
his tax liability. The balance advance tax deposit can be
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refunded only after all the returns have been furnished,
in respect of the entire period for which the certificate of
registration was granted to him had remained in force. The
refund relating to balance in the electronic cash ledger has
to be made in serial no. 14 of the last FORM GSTR-3
return required to be furnished by him (instead of FORM
GST RFD 01).
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Chapter Ten

Input Service Distributor in

GST

Introduction

Input Service Distributor (ISD) means an office of the
supplier of goods or services or both which receives tax
invoices towards receipt of input services and issues a
prescribed document for the purposes of distributing the
credit of central tax (CGST), State tax (SGST)/ Union
territory tax (UTGST) or integrated tax (IGST) paid on
the said services to a supplier of taxable goods or services or

both having same PAN as that of the ISD.

It is important to note that the ISD mechanism is meant
only for distributing the credit on common invoices
pertaining to input services only and not goods (inputs or
capital goods). Companies may have their head office at
one place and units at other places which may be registered
separately. The Head Office would be procuring certain
services which would be for common utilization of all units
across the country. The bills for such expenses would be
raised on the Head Ofhice. But the Head Office itself would
not be providing any output supply so as to utilize the credit
which gets accumulated on account of such input services.
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Since the common expenditure is meant for the business
of all units, it is but natural that the credit of input services
in respect of such common invoices should be apportioned
between all the consuming units. ISD mechanism enables
such proportionate distribution of credit of input services
amongst all the consuming units.

'The concept of ISD under GST is a legacy carried over from
the Service Tax Regime. An ISD will have to compulsorily
take a separate registration as such ISD and apply for
the same in form GST REG-1. There is no threshold
limit for registration for an ISD. The other locations may
be registered separately. Since the services relate to other
locations the corresponding credit should be transferred to
such locations (having separate registrations) as the output
services are being provided there.

For the purposes of distributing the input tax credit,an ISD
has to issue an ISD invoice, as prescribed in rule 54(1) of
the CGST Rules, 2017, clearly indicating in such invoice
that it is issued only for distribution of input tax credit. The
input tax credit available for distribution in a month shall
be distributed in the same month and details furnished
in FORM GSTR-6. Further, an ISD shall separately
distribute both the amount of ineligible and eligible input
tax credit. The input tax credit on account of central tax
and State tax or UT tax in respect of recipient located in
the same state shall be distributed as central tax and State
tax or UT tax respectively. The input tax credit on account
of central tax and State tax or UT tax shall, in respect of a
recipient located in a State or Union territory other than
that of the ISD, be distributed as integrated tax and the
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amount to be so distributed shall be equal to the aggregate
of the amount of input tax credit of central tax and State tax
or Union territory tax that qualifies for distribution to such
recipient. The input tax credit on account of integrated tax
shall be distributed as integrated tax.

Let’s take an example to understand this concept. The
Corporate office of ABC Ltd., is at Bangalore, with its
business locations of selling and servicing of goods at
Bangalore, Chennai, Mumbai and Kolkata. Software license
and maintenance is used at all the locations, but invoice for
these services (indicating CGST and SGST) are received at
Corporate Office. Since the software is used at all the four
locations, the input tax credit of entire services cannot be
claimed at Bangalore. The same has to be distributed to all
the four locations. For that reason, the Bangalore Corporate
office has to act as ISD to distribute the credit.

If the corporate office of ABC Ltd, an ISD situated in
Bangalore receives invoices indicating Rs. 4 lakh of Central
tax, Rs.4 lakhs of State tax and Rs. 7 lakh of integrated tax,
it can distribute central tax, State tax as well as integrated
tax of Rs. 15 lakh as credit of integrated tax amongst its
locations at Bangalore, Chennai, Mumbai and Kolkata
through an ISD invoice containing the amount of credit
distributed.

So in what ratio will the credit be distributed by the ISD?

The credit has to be distributed only to the unit to which
the supply is directly attributable to. If input services
are attributable to more than one recipient of credit, the
distribution shall be in the pro-rata basis of turnover in the
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State/Union Territory. For example, if an ISD has 4 units
across the country. However, if a particular input service
pertains exclusively to only one unit and the bill is raised
in the name of ISD, the ISD can distribute the credit only
to that unit and not to other units. If the input services are
common for all units, then it will be distributed according
to the ratio of turnover of all the units. The following
illustration will clarify the issue

M/sXYZ Litd,havingits head Office at Mumbai, is registered
as ISD. It has three units in different states namely ‘Mumbayi’,
Jabalpur’ and ‘Delhi’ which are operational in the current
year. M/s XYZ Ltd furnishes the following information for
the month of July, 2017 & asks for permission to distribute
the below input tax credit to various units.

i CGST paid on services used only for Mumbai
Unit: Rs.300000/-

ii. IGST, CGST & SGST paid on services used for all
units: Rs.1200000/-

Total Turnover of the units for the Financial Year 2015-16

are as follows: -

Unit Turnover (Rs.)
Total Turnover of three units = Rs. 10, 00, 00,000
Turnover of Mumbai unit =Rs. 5,00, 00,000 (50%)
Turnover of Jabalpur unit =Rs. 3,00,00,000 (30%)
Turnover of Delhi unit =Rs.2,00,00,000 (20%)
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Computation of Input Tax Credit Distributed to various
units is as follows:

Credit distributed to all units

Particulars

Total
credit
available

Mumbai

Jabal-

pur

Delhi

CGST paid on
services used

onlyfor Mum-
bai Unit.

300000

300000

IGST, CGST
& SGST paid
on services
used in all
units-

Distribution
on pro rata
basis toall the
units which
are operational
in the current
year

1200000

600000

360000

240000

Total

1500000

900000

360000

240000

Note 1: Credit distributed pro rata basis on the basis of
the turnover of all the units is as under: -

a) Unit Mumbai: (50000000/100000000) *1200000 =
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Rs.600000

b) Unit Jabalpur: (30000000/100000000) *1200000 =
Rs.360000

¢) Unit Delhi: (20000000/100000000) *1200000 =
Rs.240000

An ISD will have to file monthly returns in GSTR-6
within thirteen days after the end of the month and will
have to furnish information of all ISD invoices issued. The
details in the returns will be made available to the respective
recipients in their GSTR 2A. The recipients may include
these in its GSTR-2 and take credit. An ISD shall not be
required to file Annual return. An ISD cannot accept any
invoices on which tax is to be discharged under reverse
charge mechanism. This is because the ISD mechanism is
only to facilitate distribution of credit of taxes paid. The
ISD itself cannot discharge any tax liability (as person liable
to pay tax) and remit tax to government account. If ISD
wants to take reverse charge supplies, then in that case ISD
has to separately register as Normal taxpayer.

Conclusion:

'Thus the concept of ISD is a facility made available to
business having a large share of common expenditure and
billing/payment is done from a centralized location. 'The
mechanism is meant to simplify the credit taking process for
entities and the facility is meant to strengthen the seamless

flow of credit under GST.
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Chapter Eleven

Composition Levy Scheme in
GST

1. Composition Levy Scheme under GST law.
Composition levy scheme is a very simple, hassle free
compliance scheme for small taxpayers. It is a voluntary and
optional scheme.

Benefits of composition scheme
e [Easy compliance as no elaborate accounts and
records to be maintained
e  Simple Quarterly Return
e  Quarterly payment of tax

Provisions related to composition levy have been provided
under section 10 of the Central GST Act, 2017 and
Chapter 2 of the CGST Rules, 2017. Under this scheme,
a registered taxable person, whose aggregate turnover does
not exceed Rs. One crores (Rs. 75 lakh for special category
States except ] & K and Uttrakhand) in the financial year
2016-17 may opt for this scheme.

A taxpayer registered under composition levy scheme
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has to pay an amount equal to certain fixed percentage of
his annual turnover as tax to the government. This tax has
to be paid on quarterly basis. Such taxpayer does not have to
maintain elaborate accounts and records and instead of two
monthly statements and a return (which a normal taxpayer
has to file under GST), he has to file a simple quarterly
return in FORM GSTR-04. The time Limit for GSTR-4
for the quarter July to September, 2017 has been extended
to 24™ December, 2017 vide Notification No. 59/2017-
CGST.

However, upon opting for this scheme, he cannot
issue taxable invoice under GST law and can neither collect
GST from his customers nor can claim Input Tax credit on
his purchases.

2. Method to calculate Aggregate Turnover
Aggregate turnover is computed on all India basis for a
person having same Permanent Account Number (PAN).
It is sum of value of all outward supplies falling in the
tollowing four categories:

e Taxable supplies
e Exempt supplies
e Exports of goods or services or both

e Inter-state supplies.

but excludes

e thevalue of inward supplies on which tax is payable
by a person on reverse charge basis &
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e taxes including cess paid under GST law.

e CBEC vide Order No.01/2017-Central Tax dated
13% October, 2017 has clarified that a person
supplying any exempt services including 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 ineligible for the
composition scheme. In computing his aggregate
turnover in order to determine his eligibility for
composition scheme, value of supply of the exempt
services including services by way of extending
deposits, loans or advances shall not be taken into
account.

3. Registration and intimation under the scheme.

Registration under GST law is compulsory for opting for
the Composition scheme. A person who is registered under
existing laws and has obtained a provisional registration
under GST has to file an electronic intimation in the
FORM GST CMP-01 on the common portal (www.
gstn.gov.in). He can file this intimation either before the
appointed day (i.e. day on which GST came into force
01/07/2017) or within 30 days (or as extended by the
commissioner) of the appointed day (01/07/2017), (which
was later extended up to 16/08/2017). If he intimates after
the appointed day, he shall not collect GST and issue bill of
supply from the appointed day. Further such person has to
furnish a statement containing details of stock including the
inward supply of goods received from unregistered persons,

held by him on the day preceding the date from which he
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opts for the scheme, in FORM GST CMP-03, within 60
days (or as extended by the commissioner) of the date from
which the option for composition levy is exercised. As per
Order No. 11/2017-GST dated 21.12.2017, the period for
intimation of details of stock in FORM GST CMP-03 is
extended till 31*January, 2018

A person who is not registered under existing law but
applies for fresh registration under Rule 8 of the CGST
Rules, 2017 may opt for the scheme by providing necessary
information under part B of FORM GST REG-01.

Any registered person who wants to opt for composition
levy has to file an electronic intimation in the FORM
GST CMP-02 prior to the commencement of financial
year for which the option to pay tax under composition
levy is exercised and also has to a furnish a statement in
FORM GST ITC-03 in accordance with the sub rule (4)
of Rule 44 of CGST Rules, 2017, within 90 days from the

commencement of the relevant financial year.

A person having a single PAN and registered in more than
one State under GST can opt for the scheme, provided
he meets all the conditions of the scheme, only if all such
registered persons opt for the Composition scheme. A
registered person cannot choose to opt for the Composition
scheme in one state and not in other states. Further, an
intimation for withdrawal from the scheme; or denial of the
scheme with respect to any one registered person under the

same PAN will be applicable for all such registered persons.

4, Effective Date for composition levy
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Effective date for the taxpayers who are already registered
under the existing laws and obtained provisional registration
under GST law and intimates about opting for the scheme
either before the appointed day (01/07/2017) or within
30 days (or as extended) of the appointed day, shall be the
appointed date.

Effective date for registered taxpayer who intimates
about opting for the scheme under FORM GST CMP-02,
shall be the beginning of the financial year

Effective date for a person who applies for fresh registration
under Rule 8 of the CGST Rules, 2017 by providing
necessary information under part B of FORM GST REG-
01, shall be the effective date of registration as per sub rule
2 or 3 of Rule 10 of CGST Rules, 2017.

5. Persons who are not eligible for the scheme.

Barring few exceptions, all registered taxable persons
whose aggregate turnover has not exceeded Rs. One crore
(Rs. 75 lakhs for special category states except ] & K and
Uttrakhand) in the financial year 2016-17 are eligible to opt
for this scheme. List of taxable persons who are not eligible
for the scheme is as below:

i A casual taxable person i.e.a person who occasional-
ly undertakes supplies in a State or Union Territory
where he has no fixed place of business.

ii. A non-resident Taxable person i.e. a person who oc-
casionally undertakes supplies but has no fixed place
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1ii.

1v.

vi.

Vii.

Viii.

of business or residence in India.

A supplier of services except a person engaged in
supply of restaurant service.

A person engaged in providing inter-state supply of
goods.

A person engaged in supply of non-taxable goods i.e.
goods which are not taxable under GST law

A person engaged in supply of goods through an
Electronic Commerce Operator (ECO) who is re-
quired to collect Tax at source under section 52 of

the CGST Act.

The goods held in stock by him on the appointed day
have not been purchasedin the course of inter-State trade
or commerce or imported from a place outside Indiaor
received from his branch situated outside the State or
from his agent or principaloutside the State where reg-
istration under the Composition Scheme has been taken.

the goods held in stock by him have not
been purchased from an unregistered
supplier and where purchased, he pays the tax under the
reverse charge mechanism.

A person engaged in manufacturing of goods no-
tified under sec 10 (2) (e) of the CGST Act either
in the year 2016-17 or later. Following goods have
been notified for which composition scheme is not
available.
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S. Classification Description
No. (Tariff item/
Chapter)

1 2105 00 00 Ice cream and other edible ice, whether or not
containing cocoa

2 2106 90 20 Pan masala

3 24 Tobacco and manufactured tobacco substi-
tutes

6. Rate of Tax under the scheme

There are three rates prescribed for three different categories

of suppliers.

7.

An eligible Manufacturer has to pay 1% (0.5%
CGST and 0.5% SGST/UTGST) of turnover in

a state or Union Territory, as the case may be.

An eligible person engaged in making supplies
mentioned in clause (b) of para 6 of Schedule II
of the CGST Act (supplier of restaurant Service)
has to pay 5% (2.5% CGST and 2.5% SGST/
UTGST) of turnover in a state or Union Territory,
as the case may be.

An eligible person engaged in any other supply
has to pay 1% (0.5% CGST and 0.5% SGST/
UTGST) of turnover of taxable supplies of goods

in a state or Union Territory, as the case may be.

Bill of Supply

A taxable person opting for the scheme has to issue bill of
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supply as he is not eligible to issue taxable invoice under
GST. He has to mention the words “composition taxable
person, not eligible to collect tax on supplies” at the top of

every bill of supply issued by him.

8.

Conditions & Restrictions under the scheme

A person opting for the scheme has to adhere to the
tollowing conditions

Issue bill of supply in the prescribed manner

Pay all taxes on purchases including taxes to be
paid on reverse charge basis

Don't claim input tax credit of purchases

Mention the words “composition taxable person”
on every notice board or signboard displayed at the
prominent place at his every place of business.

Where ever a person, registered under any of the
existing laws, and who has been given provisional
registration, gives an intimation for the composition
scheme, he shall not be allowed the composition
scheme in case the goods held in stock by him
on the appointed day have been purchased in
the course of inter-State trade or commerce or
imported from a place outside India or received
from his branch situated outside the State or from
his agent or principal outside the State.

Withdraw from the scheme if not eligible

81



GST FLYERS

9. Validity of the composition levy scheme

A person opting for the composition levy scheme can
continue to pay tax under the said scheme as long as he
satisfies the eligibility criteria and conditions related to the
scheme and do not require to file a fresh application every
year. But, such a person shall be liable to pay tax under sub-
section (1) of section 9 of the CGST Act, 2017 from the
day he ceases to satisfy any of the conditions and shall issue
tax invoice for every taxable supply made thereafter and he
shall also file an intimation for withdrawal from the scheme.

10.  Conditions which may render a person in-eligible
for the scheme

A person is in-eligible for the scheme, if
e he wrongly opts for the scheme.

e his turnover exceeds Rs. One crore (In the case of
9 North East and special category states, namely
Arunachal Pradesh, Assam, Manipur, Meghalaya,
Mizoram, Nagaland, Sikkim, Tripura and
Himachal Pradesh, the limit of turnover is Rs. 75
Lakhs in the preceding financial year)

e he contravenes eligibility criteria or any of the
conditions of the scheme

11.  Withdrawal from the composition levy scheme and
procedure thereafter.

A registered person who intends to withdraw from the
scheme has to file an intimation for withdrawal from the
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scheme in the FORM GST CMP-04, before the date of
such withdrawal. A registered person who ceases to satisfy
any provision of the scheme has to file an intimation for
withdrawal from the scheme in the FORM GST CMP-
04, within 7 days of occurrence of such event. After opting
out of the scheme, he has to pay tax as normal tax payer and
issue tax invoice for every taxable supply made thereafter

Subsequently he has to forward a statement in FORM
GST ITC-01 containing details of the stock of the inputs
and inputs contained in semi-finished or finished goods
held in stock by him on the date on which the option is
withdrawn. The said statement has to be submitted on the
common portal within 30 days from the date of withdrawal.
He shall be entitled to take credit of input tax in respect
of inputs held in stock, inputs contained in semi-finished
or finished goods held in stock and on capital goods on
the day immediately preceding the date from which he
becomes liable to pay tax as normal taxpayer under section

9 of the CGST Act, 2017.

12.  Action for wrongly opting the scheme or for
contravention of any provision of the scheme
In the scenario, when the proper officer has reason to believe
that the registered person has wrongly opted for the scheme
or he has contravened the provisions of the scheme, then
he will seek a reply by issuing a show cause notice to such
person in the FORM GST CMP-05. This notice is to be
replied within 15 days of receipt of the same. Thereafter
within 30 days of receipt of reply, officer has to issue an

order in FORM GST CMP-07, either accepting the reply
or denying the option to pay tax under the scheme.
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Subsequently the registered person who has been denied
the option to pay tax under the scheme has to forward a
statement in FORM GST ITC-01 containing details
of the stock of the inputs and inputs contained in semi-
finished or finished goods held in stock by him on the date
on which the option is denied. The said statement has to be
submitted on the common portal within 30 days from the

date of denial order passed in the FORM GST CMP-07.

'The delinquent taxpayer will be liable to pay the due tax and
penalty. However, no adverse action will be taken without
tollowing the principles of natural justice.

sketesesksiesk
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Chapter Twelve

Reverse Charge Mechanism
in GST

Generally, the supplier of goods or services is liable to pay
GST. However, in specified cases like imports and other
notified supplies, the liability may be cast on the recipient
under the reverse charge mechanism. Reverse Charge
means the liability to pay tax is on the recipient of supply
of goods or services instead of the supplier of such goods or
services in respect of notified categories of supply.

There are two type of reverse charge scenarios provided
in law. First is dependent on the nature of supply and/or
nature of supplier. This scenario is covered by section 9 (3)
of the CGST/SGST (UTGST) Act and section 5 (3) of
the IGST Act. Second scenario is covered by section 9 (4)
of the CGST/SGST (UTGST) Act and section 5 (4) of
the IGST Act where taxable supplies by any unregistered

person to a registered person is covered.

As per the provisions of section 9(3) of CGST / SGST
(UTGST) Act, 2017 / section 5(3)of IGST Act, 2017, 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
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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.

Similarly, section 9(4) of CGST / SGST (UTGST) Act,
2017/ section 5(4) of IGST Act, 2017 provides that the 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.
Accordingly, wherever a registered person procures supplies
from an unregistered supplier, he need to pay GST on reverse
charge basis. However, supplies where the aggregate value
of such supplies of goods or service or both received by a
registered person from any or all the unregistered suppliers
is less than five thousand rupees in a day are exempted. (
Notification 8/2017-Central Tax (Rate) dated 28.06.2017).
However, vide notification no.38/2017-Central Tax (Rate)
dated 13.10.2017, (corresponding IGST notification
n0.32/2017-Integrated Tax (Rate) dated 13.10.2017) all
categories of registered persons are exempted from the
provisions of reverse charge under 9(4) of CGST / SGST
(UTGST) Act, 2017 / section 5(4) of IGST Act, 2017, till
31.03.2018. This exemption is available only till 31.03.2018.

The provisions of section 9(4) of the CGST Act, 2017,
will not be applicable to supplies made to a TDS
deductor in terms of notification no.9/2017-Central Tax
(Rate) dated 28.06.2017. Thus, Government entities
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who are TDS Deductors under Section 51 of CGST Act,
2015, need not pay GST under reverse charge in case of
procurements from unregistered suppliers.

Registration: A person who is required to pay tax under
reverse charge has to compulsorily register under GST
and the threshold limit of Rs. 20 lakh (Rs. 10 lakh for
special category states except ] & K) is not applicable to
them.

ITC:
A supplier cannot take ITC of GST paid on goods or

services used to make supplies on which recipient is liable
to pay tax.

Time of Supply

'The Time of supply is the point when the supply is liable
to GST. One of the factor relevant for determining time
of supply is the person who is liable to pay tax. In reverse
charge, recipient is liable to pay GST. Thus time of supply
for supplies under reverse charge is difterent from the
supplies which are under forward charge.

In case of supply of goods, time of supply is earliest of -

a) date of receipt of goods; or

b) date of payment as per books of account or date of deb-
it in bank account, whichever is earlier; or

c) the date immediately following thirty days from the
date of issue of invoice or similar other document.
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In case of supply of services, time of supply is earliest of -

a)

b)

date of payment as per books of account or date of deb-
it in bank account, whichever is earlier; or

the date immediately following sixty days from the
date of issue of invoice or similar other document.

Where it is not possible to determine time of supply using
above methods, time of supply would be date of entry in the
books of account of the recipient.

Compliances in respect of supplies under reverse
charge mechanism:

1.

As per section 31 of the CGST Act, 2017 read with
Rule 46 of the CGST Rules, 2017, every tax invoice
has to mention whether the tax in respect of supply
in the invoice is payable on reverse charge. Similarly,
this also needs to be mentioned in receipt voucher
as well as refund voucher, if tax is payable on reverse
charge.

Maintenance of accounts by registered persons:
Every registered person is required to keep and
maintain records of all supplies attracting payment
of tax on reverse charge

Any amount payable under reverse charge shall be
paid by debiting the electronic cash ledger. In other
words, reverse charge liability cannot be discharged
by using input tax credit. However, after discharging
reverse charge liability, credit of the same can be
taken by the recipient, if he is otherwise eligible.
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4. Invoice level information in respect of all supplies
attracting reverse charge, rate wise, are to be furnished
separately in the table 4B of GSTR-1.

5. Advance paid for reverse charge supplies is also
leviable to GST. The person making advance payment
has to pay tax on reverse charge basis.

Supplies of goods under reverse charge
mechanism:

S/ Description of Supplier of | Recipient of

No. | supply of Goods goods Goods
1 Cashew nuts, not| Agriculturist |Any regis-
shelled or peeled tered person

2 Bidi wrapper | Agriculturist |Any  regis-

leaves (tendu) tered person

3 Tobacco leaves Agriculturist |Any  regis-
tered person

4 Silk yarn Any person|Any regis-
who manufac- | tered person
tures silk yarn
from raw silk
or silk worm
cocoons for
supply of silk

yarn
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4A | Raw cotton Agriculturist |Any  regis-
tered person.

5 Supply of lottery | State Govern- | Lottery dis-
ment, Union |tributor or
Territory  or | selling agent
any local au-

thority
6 Used vehicles, [ Central Gov-|Any regis-
seized and confis- [ ernment, tered person

cated goods, old
and used goods,
waste and scrap

State Govern-
ment, Union
territory or a
local authority

Supplies of services under reverse charge mechanism:

S/ | Description Supplier of | Recipient of
No. | of supply of service service
Service
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Any service Any person Any person
supplied by any [located in a located in
person who the taxable
is located in non.—taxable territory other
a non-taxable | trHItOry than non-
territory to any taxable online
person other recipient.
than non-
taxable online
recipient.
GTA Services | Goods Any factory,
Transport society, co-
Agency (GTA) | operative
who has not | society,
paid integrated | registered
tax at the rate | person, body
of 12% corporate,
partnership
firm, casual

taxable person;

located in
the taxable
territory
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Legal Services |An individual |Any business
by advocate advocate entity located
including a in the taxable
senior advocate | territory
or firm of
advocates
Services An arbitral Any business
supplied by an | tribunal entity located
arbitral tribunal in the taxable
to a business territory
entity
Services Any person Any body
provided by way corporate or
of sponsorship partnership
to any body firm located
corporate or in the taxable
partnership territory
firm
Services Central Any business
supplied by Government, | entity located
the Central State in the taxable
Government, [Government, | territory
State Union territory
Government, | or local

Union territory
or local
authority to a
business entity
excluding, -

authority
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(1) renting of
immovable
property, and
(2) services
specified below-
(i) services by
the Department
of Posts by
way of speed
post, express
parcel post, life
insurance, and
agency services
provided to a
person other
than Central
Government,
State
Government or
Union territory
or local
authority;

(i1) services in
relation to an
aircraft or a
vessel, inside
or outside the
precincts of

a port or an
airport;

(iii) transport
of goods or
passengers.
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Services A director of a | 'The company
supplied bya  [companyora |orabody
director of a body corporate | corporate
company or a located in
body corporate the taxable
to the said territory
company or the

body corporate

Services An insurance | Any person
supplied by agent carrying on
an insurance insurance
agent to any business,
person carrying located in
on insurance the taxable
business territory
Services A recovery A banking
supplied bya |[agent company or

recovery agent

a financial

to a banking institution or
company or a non-banking
a financial financial
institution or company,

a non-banking located in
financial the taxable
company territory
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10 Services A person Importer, as
supplied bya  [located in defined in
person located | non-taxable clause (26) of
in non- taxable | territory section 2 of
territory the Customs
by way of Act, 1962(52
transportation of 1962),
of goods by a located in
vessel from a the taxable
place outside territory
India up to the
customs station
of clearance in
India

11 Supply of Author Publisher,
services by an | or music music
author, music | composer, company,
composer, photograph producer
photographer, | her, artist,or | or the like,
artist or the the like located in
like by way the taxable
of transfer or territory
permitting
the use or
enjoyment of
a copyright
covered under
section 13(1)
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(a) of the
Copyright Act,
1957 relating to
original literary,
dramatic,
musical or
artistic works
to a publisher,
music company,
producer or the

like

12

Supply of
services by the
members of
Overseeing
Committee to
Reserve Bank

of India

Members of

Overseeing

Committee
constituted by
the Reserve

Bank of India

Reserve Bank

of
India.

sefokotokk
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Chapter Thirteen

Tax Invoice and other such
instruments in GST

Introduction

Generally speaking, an invoice is a commercial instrument
issued by a seller to a buyer. It identifies both the trading
parties and lists, describes, and quantifies the items sold,
shows the date of shipment and mode of transport, prices
and discounts, if any, and delivery and payment terms.

In certain cases, (especially when it is signed by the seller
or seller’s agent), an invoice serves as a demand for payment
and becomes a document of title when paid in full. Types
of invoice include commercial invoice, consular invoice,
customs invoice, and proforma invoice. It is also called a bill
of sale or contract of sale.

Invoice under GST

Under the GST regime, an “invoice” or “tax invoice” means
the tax invoice referred to in section 31 of the CGST
Act, 2017. 'This section mandates issuance of invoice or
a bill of supply for every supply of goods or services. It

is not necessary that only a person supplying goods or
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services need to issue invoice. The GST law mandates
that any registered person buying goods or services from
an unregistered person needs to issue a payment voucher
as well as a tax invoice. The type of invoice to be issued
depends upon the category of registered person making
the supply. For example, if a registered person is making
or receiving supplies (from unregistered persons), then a
tax invoice needs to be issued by such registered person.
However, if a registered person is dealing only in exempted
supplies or is availing of composition scheme (composition
dealer), then such a registered person needs to issue a bill
of supply in lieu of invoice. The invoice should contain
description, quantity and value & such other prescribed
particulars (in case of supply of goods) and the description
and value & such other prescribed particulars (in case of
supply of services). An invoice or a bill of supply need not
be issued if the value of the supply is less than Rs. 200/-

subject to specified conditions.

Importance of tax invoice under GST

Under GST a tax invoice is an important document. It
not only evidences supply of goods or services, but is also
an essential document for the recipient to avail Input Tax
Credit (ITC). A registered person cannot avail input tax
credit unless he is in possession of a tax invoice or a debit
note.

GST is chargeable at the time of supply. Invoice is
an important indicator of the time of supply. Broadly
speaking, the time of supply of goods or services is the date
of issuance of invoice or receipt of payment whichever is
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earlier. However, a special procedure for payment of tax
has been prescribed for registered persons (other than
composition dealers) supplying goods. Such category of
persons (suppliers of goods other than composition dealers)
need to pay GST only at the time of issue of invoice
irrespective of when they receive payment.

'Thus the importance of invoice under GST cannot be over-
emphasised. Suffice it to say, the tax invoice is the primary
document evidencing the supply and vital for availing input
tax credit.

When a tax invoice or a bill of supply should be issued by

aregistered person

Goods

'The time for issuing invoice would depend on the nature
of supply viz whether it is a supply of goods or services.
A registered person supplying taxable goods shall, before
or at the time of removal of goods (where supply involves
movement of goods) or delivery or making available thereof
to the recipient, issue a tax invoice showing the description,
quantity and value of goods, the tax charged thereon and
such other particulars has been prescribed in the Invoice

Rules.

The Government may, on the recommendations of the
Council, by notification, specify the categories of goods or
supplies in respect of which a tax invoice shall be issued,
within such time and in such manner as may be prescribed.
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Contents of invoice

There is no format prescribed for an invoice, however,
Invoice rules makes it mandatory for an invoice to have

following fields (only applicable field are to be filled):

a)
b)

f)

g)
h)

name, address and GSTIN of the supplier;

a consecutive serial number, in one or multiple series,
containing alphabets or numerals or special characters
hyphen or dash and slash symbolised as “-” and “/” re-
spectively, and any combination thereof, unique for a
financial year;

date of its issue;

name, address and GSTIN or UIN; if registered, of the

recipient;

name and address of the recipient and the address of
delivery, along with the name of State and its code, if
such recipient is un-registered and where the value of
taxable supply is fifty thousand rupees or more;

HSN code of goods or Accounting Code of services;
description of goods or services;

quantity in case of goods and unit or Unique Quantity
Code thereof;

total value of supply of goods or services or both;

taxable value of supply of goods or services or both tak-
ing into account discount or abatement, if any;

rate of tax (central tax, State tax, integrated tax, Union
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y

territory tax or cess);

amount of tax charged in respect of taxable goods or
services (central tax, State tax, integrated tax, Union
territory tax or cess);

place of supply along with the name of State, in case of
a supply in the course of inter-State trade or commerce;

address of delivery where the same is different from the

place of supply;
whether the tax is payable on reverse charge basis; and

signature or digital signature of the supplier or his au-
thorized representative

Contents of Bill of Supply

A bill of supply shall be issued by the supplier containing
the following details:-

a)
b)

c)
d)

f)

name, address and GSTIN of the supplier;

a consecutive serial number, in one or multiple series,
containing alphabets or numerals or special characters
-hyphen or dash and slash symbolised as “-” and “/’re-
spectively, and any combination thereof, unique for a
financial year;

date of its issue

name, address and GSTIN or UIN, if registered, of the
recipient;
HSN Code of goods or Accounting Code for services;

description of goods or services or both;
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g) value of supply of goods or services or both taking into
account discount or abatement, if any; and

h) signature or digital signature of the supplier or his au-
thorized representative

Services

A registered person supplying taxable services shall, before
or after the provision of service but within a prescribed
period, issue a tax invoice, showing the description, value,
tax charged thereon and such other particulars as has been
prescribed in the Invoice Rules.

'The Government may, on the recommendations of the
Council, by notification and subject to such conditions as
may be mentioned therein, specify the categories of services
in respect of which—

a) any other document issued in relation to the supply
shall be deemed to be a tax invoice; or

b) tax invoice may not be issued.

'Thus it can be seen that in case of goods, an invoice has to
be issued before or at the time of supply. In case of services,
however, invoice has to be issued before or after provision of
services. If the invoice is issued after provision of service, it
has to be done within the specified period of 30 days from

the date of supply of service, as per invoice rules.

Revised Invoice

A registered person may, within one month from the date
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of issuance of certificate of registration and in such manner
as has been prescribed in the Invoice Rules, issue a revised
invoice against the invoice already issued during the period
beginning with the effective date of registration till the
date of issuance of certificate of registration to him. This
provision is necessary as a person who becomes liable for
registration has to apply for registration within 30 days of
becoming liable for registration. When such an application is
made within the time period and registration is granted, the
effective date of registration is the date on which the person
became liable for registration. Thus there would be a time
lag between the date of grant of certificate of registration
and the effective date of registration. For supplies made by
such person during this intervening period, the law enables
issuance of a revised invoice, so that I'TC can be availed by
the recipient on such supplies.

Receipt Voucher/ Refund voucher on receipt of advance
payment

Whenever a registered person receives an advance payment
with respect to any supply of goods or services or both,
he has to issue a receipt voucher or any other document,
containing such particulars as has been prescribed in the
Invoice Rules, evidencing receipt of such payment.

Where any such receipt voucher is issued, but subsequently
no supply is made and no tax invoice issued, the registered
person who has received the advance payment can issue a
refund voucher against such payment.

A receipt voucher needs to contain the following particulars:
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)
k)

name, address and GSTIN of the supplier;

a consecutive serial number containing alphabets or nu-
merals or special characters -hyphen or dash and slash
symbolised as “-”and “/’respectively, and any combina-
tion thereof, unique for a financial year;

date of its issue;

name, address and GSTIN or UIN, if registered, of the
recipient;
description of goods or services;

amount of advance taken;

rate of tax (central tax, State tax, integrated tax, Union
territory tax or cess);

amount of tax charged in respect of taxable goods or
services (central tax, State tax, integrated tax, Union
territory tax or cess);

place of supply along with the name of State and its
code, in case of a supply in the course of inter-State
trade or commerce;

whether the tax is payable on reverse charge basis; and

signature or digital signature of the supplier or his au-
thorized representative.

It has also been provided in the Invoice Rules that if at the
time of receipt of advance,

the rate of tax is not determinable; the tax may be

paid @18%;
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ii. the nature of supply is not determinable, the same
shall be treated as inter-State supply.

Invoice and payment voucher by a person liable to pay
tax under reverse charge

A registered person liable to pay tax under reverse charge
(both for supplies on which tax is payable under reverse
charge mechanism and supplies received from unregistered
persons) has to issue an invoice in respect of goods or service
or both received by him. Such a registered person in respect
of such supplies also has to issue a payment voucher at the
time of making payment to the supplier.

Invoice in case of continuous supply of goods

In case of continuous supply of goods, where successive
statements of accounts or successive payments are involved,
the invoice shall be issued before or at the time each such
statement is issued or, as the case may be, each such payment
is received.

Invoice in case of continuous supply of services

In case of continuous supply of services, where,

a) the due date of payment is ascertainable from the con-
tract; the invoice shall be issued on or before the due
date of payment;

b) the due date of payment is not ascertainable from the
contract; the invoice shall be issued before or at the
time when the supplier of service receives the payment;
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c) the payment is linked to the completion of an event;
the invoice shall be issued on or before the date of com-
pletion of that event.

Issue of invoice in case, where supply of service ceases
under a contract before completion of supply

In a case where the supply of services ceases under a contract
before the completion of the supply, the invoice shall be
issued at the time when the supply ceases and such invoice
shall be issued to the extent of the supply made before such
cessation.

Sale on approval basis

Where the goods being sent or taken on approval for sale or
return are removed before the supply takes place, the invoice
shall be issued before or at the time of supply or six months
from the date of removal, whichever is earlier.

Amount of tax to be indicated in invoice

Where any supply is made for a consideration, every person
who is liable to pay tax for such supply has to prominently
indicate in all documents relating to assessment, tax invoice
and other like documents, the amount of tax which shall
form part of the price at which such supply is made.

Credit and Debit Notes

In cases where tax invoice has been issued for a supply and
subsequently it is found that the value or tax charged in that
invoice is more than what is actually payable/chargeable or
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where the recipient has returned the goods, the supplier
can issue a credit note to the recipient. A registered person
who issues such a credit note has to declare details of such
credit note in the return for the month during which such
credit note has been issued but not later than September
tollowing the end of the financial year in which such supply
was made or date of furnishing of the relevant annual return
whichever is earlier. The tax liability of the registered person
will be adjusted in accordance with the credit note issued,
however no reduction in output tax liability of the supplier
shall be permitted, if the incidence of tax and interest on
such supply has been passed on to any other person.

In cases where tax invoice has been issued for a supply and
subsequently it is found that the value or tax charged in that
invoice is less than what is actually payable/chargeable, the
supplier can issue a debit note to the recipient.

Any registered person who issues a debit note in relation to
a supply of goods or services or both shall declare the details
of such debit note in the return for the month during which
such debit note has been issued and the tax liability shall be

adjusted in such manner as may be prescribed.

A revised tax invoice and credit or debit note has to contain
the following particulars -

a) the word “Revised Invoice”, wherever applicable, indi-
cated prominently;

b) name, address and GSTIN of the supplier;

¢) nature of the document;
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d)

f)

g)

h)

)

a consecutive serial number containing alphabets or nu-
merals or special characters -hyphen or dash and slash
symbolised as “-”and “/’respectively, and any combina-
tion thereof, unique for a financial year;

date of issue of the document;

name, address and GSTIN or UIN, if registered, of the
recipient;
name and address of the recipient and the address of

delivery, along with the name of State and its code, if
such recipient is un-registered,;

serial number and date of the corresponding tax invoice

or, as the case may be, bill of supply;

value of taxable supply of goods or services, rate of tax
and the amount of the tax credited or, as the case may
be, debited to the recipient; and

signature or digital signature of the supplier or his au-
thorized representative.

Manner of issuing invoice

'The invoice shall be prepared in triplicate, in case of supply
of goods, in the following manner:—

a)

b)

c)

the original copy being marked as ORIGINAL FOR
RECIPIENT,;

the duplicate copy being marked as DUPLICATE
FOR TRANSPORTER; and

the triplicate copy being marked as TRIPLICATE
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FOR SUPPLIER.

'The invoice shall be prepared in duplicate, in case of supply
of services, in the following manner: -

a)

b)

the original copy being marked as ORIGINAL FOR
RECIPIENT; and

the duplicate copy being marked as DUPLICATE
FOR SUPPLIER.

'The serial number of invoices issued during a tax period
shall be furnished electronically through the Common
Portal in FORM GSTR-1.

Tax invoice in Special Cases

An ISD invoice or, as the case may be, an ISD credit note
issued by an Input Service Distributor shall contain the
following details:

a)

b)

d)

e)

name, address and GSTIN of the Input Service Dis-

tributor;

a consecutive serial number containing alphabets or
numerals or special characters hyphen or dash and

slash symbolised as , “-”, “/”, respectively, and any com-
bination thereof, unique for a financial year;
date of its issue;

name, address and GSTIN of the recipient to whom
the credit is distributed;

amount of the credit distributed; and
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f) signature or digital signature of the Input Service Dis-
tributor or his authorized representative.

Tax Invoice in special cases

Where the Input Service Distributor is an office of a
banking company or a financial institution, including a non-
banking financial company, a tax invoice shall include any
document in lieu thereof, by whatever name called, whether
or not serially numbered but containing the prescribed
information.

Where the supplier of taxable service is an insurer or a
banking company or a financial institution, including a
non-banking financial company, the said supplier shall
issue a tax invoice or any other document in lieu thereof,
by whatever name called, whether or not serially numbered,
and whether or not containing the address of the recipient
of taxable service but containing other information as
prescribed under rule 1 of Invoice Rules.

Where the supplier of taxable service is a goods transport
agency supplying services in relation to transportation of
goods by road in a goods carriage, the said supplier shall
issue a tax invoice or any other document in lieu thereof,
by whatever name called, containing the gross weight of
the consignment, name of the consignor and the consignee,
registration number of goods carriage in which the goods
are transported, details of goods transported, details of
place of origin and destination, GSTIN of the person liable
for paying tax whether as consignor, consignee or goods
transport agency, and also containing other information as
prescribed under rule 1 of Invoice Rules.
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Where the supplier of taxable service is supplying passenger
transportation service, a tax invoice shall include ticket in
any form, by whatever name called, whether or not serially
numbered, and whether or not containing the address of
the recipient of service but containing other information as
prescribed under rule 1 of Invoice Rules.

Transportation of goods without an invoice

In the following cases it is permissible for the consignor
to issue a delivery challan in lieu of invoice at the time of
removal of goods:

a) supply of liquid gas where the quantity at the time of
removal from the place of business of the supplier is
not known,

b) transportation of goods for job work,

¢) transportation of goods for reasons other than by way

of supply, or
d) such other supplies as may be notified by the Board.

'The delivery challan, serially numbered not exceeding
16 characters, in one or multiple series, shall contain the
following details:

i date and number of the delivery challan,

ii. name, address and GSTIN of the consigner, if reg-

istered,

iii.  name,address and GSTIN or UIN of the consignee,
if registered,
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iv.. . HSN code and description of goods,

V. quantity (provisional, where the exact quantity being
supplied is not known),
Vi. taxable value,

vii.  tax rate and tax amount — central tax, State tax, in-
tegrated tax, Union territory tax or cess, where the
transportation is for supply to the consignee,

viii.  place of supply, in case of inter-State movement, and

Ix. signature.

'The delivery challan shall be prepared in triplicate, in case
of supply of goods, in the following manner:—

a) the original copy being marked as ORIGINAL FOR
CONSIGNEE;

b) the duplicate copy being marked as DUPLICATE
FOR TRANSPORTER; and

c) the triplicate copy being marked as TRIPLICATE
FOR CONSIGNER.

Where goods are being transported on a delivery challan
in lieu of invoice, the same shall be declared in FORM
[WAYBILL].

Where the goods being transported are for the purpose
of supply to the recipient but the tax invoice could not be
issued at the time of removal of goods for the purpose of
supply, the supplier shall issue a tax invoice after delivery of
goods.
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Where the goods are being transported in a semi knocked
down or completely knocked down condition,

a) the supplier shall issue the complete invoice before dis-
patch of the first consignment;

b) the supplier shall issue a delivery challan for each of
the subsequent consignments, giving reference of the
invoice;

¢) each consignment shall be accompanied by copies of
the corresponding delivery challan along with a duly
certified copy of the invoice; and

d) the original copy of the invoice shall be sent along with
the last consignment.

skteskesiesiesk
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Chapter Fourteen

Accounts and Records in

GST

Assessment in GST is mainly focused on self-assessment by
the taxpayers themselves. Every taxpayer is required to self-
assess the taxes payable and furnish a return for specified
tax periods i.e. the period for which return is required to be
filed. The compliance verification is done by the department
through scrutiny of returns, audit and/or investigation.
'Thus, the compliance verification is to be done through
documentary checks rather than physical controls. This
requires certain obligations to be cast on the taxpayer for
keeping and maintaining accounts and records.

2. Section 35 of the CGST Act, 2017 and Chapter
VIII of the CGST Rules, 2017 (hereinafter referred
to as rules) provide that every registered person shall
keep and maintain all records at his principal place
of business. It also cast, responsibility on owner or
operator of warehouse or godown or any other place
used for storage of goods and on every transporter,
irrespective of whether he is a registered person
or not, to maintain specified records. The section
also empowers the Commissioner to notify a class

114



Accounts and Records in GST

f)

of taxable persons to maintain additional accounts
or documents for specified purpose or to maintain
accounts in other prescribed manner. It also provides
that every registered person whose turnover during
a financial year exceeds the prescribed limit shall get
his accounts audited by a chartered accountant or a
cost accountant.

Section 35 of the CGST Act, 2017 provides that
every registered person shall keep and maintain, at
his principal place of business, as mentioned in the
certificate of registration, a true and correct account

of—

production or manufacture of goods;

inward and outward supply of goods or services or both;
stock of goods;

input tax credit availed;

output tax payable and paid; and

such other particulars as may be prescribed.

In addition, the rules also provide that the registered person
shall keep and maintain records of-

a) goods or services imported or exported; or

b)

supplies attracting payment of tax on reverse charge

along with relevant documents, including invoices, bills of
supply, delivery challans, credit notes, debit notes, receipt
vouchers, payment vouchers, refund vouchers and e-way

bills.
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b)

c)

d)

f)

In case, more than one place of business is specified in
the certificate of registration, the accounts relating to
each place of business shall be kept at such places of
business. A registered person may keep and maintain
such accounts and other particulars in electronic
form in such manner as may be prescribed.
Following accounts and records will have to be
maintained by every registered person:

accounts of stock in respect of goods received and sup-
plied; and such account shall contain particulars of the
opening balance, receipt, supply, goods lost, stolen, de-
stroyed, written off or disposed of by way of gift or free
samples and balance of stock including raw materials,
finished goods, scrap and wastage thereof;

a separate account of advances received, paid and ad-
justments made thereto;

an account, containing the details of tax payable, tax
collected and paid, input tax, input tax credit claimed,
together with a register of tax invoice, credit note, debit
note, delivery challan issued or received during any tax

period [not required for person paying tax under sec-
tion 10];

names and complete addresses of suppliers from whom
goods or services , chargeable to tax under the Act, have
been received;

names and complete addresses of the persons to whom
supplies have been made;

the complete addresses of the premises where the goods
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are stored including goods stored during transit along
with the particulars of the stock stored therein;

monthly production accounts, showing the quantitative
details of raw materials or services used in the manu-
facture and quantitative details of the goods so manu-
factured including the waste and by products thereof;

accounts showing the quantitative details of goods used
in the provision of services, details of input services uti-
lised and the services supplied;

separate accounts for works contract showing —

e the names and addresses of the persons on whose
behalf the works contract is executed;

e description, value and quantity (wherever
applicable) of goods or services received for the
execution of works contract;

e description, value and quantity (wherever
applicable) of goods or services utilized in the
execution of works contract;

e the details of payment received in respect of each
works contract; and

e the names and addresses of suppliers from whom
he has received goods or services.

'The books of account shall be kept at the principal
place of business and at every related place(s) of
business mentioned in the certificate of registration
and such books of account shall include any
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electronic form of data stored on any electronic
devices. The data so stored shall be authenticated by
way of digital signature. Unless proved otherwise, if
any documents, registers, or any books of account
belonging to a registered person are found at
any premises other than those mentioned in the
certificate of registration, they shall be presumed to
be maintained by the said registered person. If any
taxable goods are found to be stored at any place(s)
other than those declared without the cover of any
valid documents, the proper officer shall determine
the amount of tax payable on such goods as if such
goods have been supplied by the registered person.

7. Attention is invited to Circular No. 23/23/2017-
GST dated 21.12.2017 which provides relaxation
from maintenance of books of accounts relating
to additional place of business by a principal or an
auctioneer for the purpose of auction of tea, coffee,
rubber etc. subject to prescribed conditions.

8. Any entry in registers, accounts and documents shall
not be erased, effaced or overwritten, and all incorrect
entries, otherwise than those of clerical nature, shall
be scored out under attestation and thereafter correct
entry shall be recorded, and where the registers and
other documents are maintained electronically, a log
of every entry edited or deleted shall be maintained.
Further each volume of books of account maintained
manually by the registered person shall be serially
numbered.
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9. Period for preservation of accounts:

e All accounts maintained together with all invoices,
bills of supply, credit and debit notes, and delivery
challans relating to stocks, deliveries, inward supply
and outward supply shall be preserved for seventy-
two months (six vears) from the due date of
furnishing of annual return for the year pertaining
to such accounts and records and shall be kept at
every related place of business mentioned in the
certificate of registration.

e A registered person, who is a party to an appeal
or revision or any other proceedings whether
filed by him or by the Commissioner, or is under
investigation for an offence, has to retain the
records pertaining to the subject matter of such
appeal or revision or proceedings or investigation
for a period of one year after final disposal of such
appeal or revision or proceedings or investigation,
or for the period specified above (seventy-two
months), whichever is later.

10. Electronic Records: The following requirements
have been prescribed for maintenance of records
in electronic form.

e Proper electronic back-up of records in such
manner that, in the event of destruction of such
records due to accidents or natural causes, the
information can be restored within a reasonable
period of time.
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e produce, on demand, the relevant records or
documents, duly authenticated, in hard copy or in
any electronically readable format.

e Where the accounts and records are stored
electronically by any registered person, he shall, on
demand, provide the details of such files, passwords
of such files and explanation for codes used, where
necessary, for access and any other information
which is required for such access along with a
sample copy in print form of the information
stored in such files.

11. Recordstobemaintainedbyowneroroperator
of godown or warehouse and transporters:

'The transporters, owners or operators of godowns, if not
already registered under the GST Act(s), shall submit
the details regarding their business electronically on the
Common Portal in FORM GST ENR-01. A unique
enrolment number shall be generated and communicated
to them. A person enrolled in any other State or Union
territory shall be deemed to be enrolled in the State or
Union Territory.

12.  Every person engaged in the business of transporting
goods shall maintain records of goods transported,
delivered and goods stored in transit by him and
for each of his branches. Every owner or operator
of a warehouse or godown shall maintain books
of accounts, with respect to the period for which
particular goods remain in the warehouse, including
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the particulars relating to dispatch, movement,
receipt, and disposal of such goods. The goods shall
be stored in such manner that they can be identified
item wise and owner wise and shall facilitate any
physical verification or inspection, if required at any
time.

skl
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Chapter Fifteen

Credit Note in GST

Introduction:

A supplier of goods or services or both is mandatorily
required to issue a tax invoice. However, during the course
of trade or commerce, after the invoice has been issued there
could be situations like:

The supplier has erroneously declared a value
which is more than the actual value of the goods
or services provided.

'The supplier has erroneously declared a higher
tax rate than what is applicable for the kind of the
goods or services or both supplied.

'The quantity received by the recipient is less than
what has been declared in the tax invoice.

'The quality of the goods or services or both supplied
is not to the satisfaction of the recipient thereby
necessitating a partial or total reimbursement on
the invoice value

Any other similar reasons.

In order to regularize these kinds of situations the supplier is
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allowed to issue what is called as credit note to the recipient.
Once the credit note has been issued, the tax liability of the
supplier will reduce.

Meaning

Where a tax invoice has been issued for supply of any goods
or services or both and the taxable value or tax charged
in that tax invoice is found to exceed the taxable value or
tax payable in respect of such supply, or where the goods
supplied are returned by the recipient, or where goods or
services or both supplied are found to be deficient, the
registered person, who has supplied such goods or services
or both, may issue to the recipient what is called as a credit
note containing the prescribed particulars.

Format

‘There is no prescribed format but credit note issued by a
supplier must contain the following particulars, namely: -

a) name, address and Goods and Services Tax Identifica-
tion Number of the supplier;

b) nature of the document;

¢) aconsecutive serial number not exceeding sixteen char-
acters, in one or multiple series, containing alphabets or
numerals or special characters hyphen or dash and slash
symbolised as “-”and “/” respectively, and any combina-
tion thereof, unique for a financial year;

d) date of issue;
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e) name, address and Goods and Services Tax Identifica-
tion Number or Unique Identity Number, if registered,
of the recipient;

f) name and address of the recipient and the address of
delivery, along with the name of State and its code, if
such recipient is un-registered,;

g) serial number and date of the corresponding tax invoice

or, as the case may be, bill of supply;

h) wvalue of taxable supply of goods or services, rate of tax
and the amount of the tax credited to the recipient; and

i) signature or digital signature of the supplier or his au-
thorised representative.

Adjustment of tax liability

'The person who issues a credit note in relation to a supply
of goods or services or both must declare the details of such
credit note in the return for the month during which such
credit note has been issued but not later than September
tollowing the end of the financial year in which such supply
was made, or the date of furnishing of the relevant annual
return, whichever is earlier. In other words, the output tax
liability cannot be reduced in cases where credit note has
been issued after September.

'The output tax liability of the supplier gets reduced once
the credit note is issued and it is matched. The details of
the credit note relating to outward supply furnished by the
supplier for a tax period shall, be matched—

a) with the corresponding reduction in the claim for
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input tax credit by the recipient in his valid return
for the same tax period or any subsequent tax peri-
od; and

b) for duplication of claims for reduction in output tax
liability.

'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 to the supplier. The reduction in output
tax liability of the supplier shall not be permitted, if the
incidence of tax and interest on such supply has been passed
on to any other person.

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.
Whereas, the duplication of claims for reduction in output
tax liability shall be communicated to the supplier.

The amount in respect of which any discrepancy is
communicated 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 his return for the month succeeding the
month in which the discrepancy is communicated.

'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
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in his return for the month in which such duplication is
communicated.

Records

'The records of the credit notes have to be retained until
the expiry of seventy-two months from the due date of
furnishing of annual return for the year pertaining to such
accounts and records. Where such accounts and documents
are maintained manually, it should be kept at every related
place of business mentioned in the certificate of registration
and shall be accessible at every related place of business where
such accounts and documents are maintained digitally.

Conclusion

'The credit note is therefore a convenient and legal method
by which the value of the goods or services in the original
tax invoice can be amended or revised. The issuance of the
credit note will easily allow the supplier to decrease his tax
liability in his returns without requiring him to undertake
any tedious process of refunds.
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Chapter Sixteen

Debit Note in GST

Introduction:

A supplier of goods or services or both is mandatorily
required to issue a tax invoice. However, during the course
of trade or commerce, after the invoice has been issued there
could be situations like:

e 'The supplier has erroneously declared a value
which is less than the actual value of the goods or
services or both provided.

e  'The supplier has erroneously declared a lower tax
rate than what is applicable for the kind of the

goods or services or both supplied.

e 'The quantity received by the recipient is more than
what has been declared in the tax invoice.

e Any other similar reasons.

In order to regularize these kinds of situations the supplier is
allowed to issue what is called as debit note to the recipient.
'The debit note also includes supplementary invoice.

Meaning:

127



GST FLYERS

When a tax invoice has been issued for supply of any goods
or services or both and the taxable value or tax charged in
that tax invoice is found to be less than the taxable value or
tax payable in respect of such supply, the registered person,
who has supplied such goods or services or both, shall issue
to the recipient a debit note containing the prescribed
particulars.

Format:

There is no prescribed format but debit note issued by a
supplier must contain the following particulars, namely: -

d)

f)

name, address and Goods and Services Tax Identifica-
tion Number of the supplier;

nature of the document;

a consecutive serial number not exceeding sixteen char-
acters, in one or multiple series, containing alphabets or
numerals or special characters hyphen or dash and slash
symbolised as “-”and “/” respectively, and any combina-
tion thereof, unique for a financial year;

date of issue;

name, address and Goods and Services Tax Identifica-
tion Number or Unique Identity Number, if registered,
of the recipient;

name and address of the recipient and the address of
delivery, along with the name of State and its code, if
such recipient is un-registered;

serial number and date of the corresponding tax invoice
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or, as the case may be, bill of supply;

h) wvalue of taxable supply of goods or services, rate of tax
and the amount of the tax debited to the recipient; and

i) signature or digital signature of the supplier or his au-
thorized representative.

Tax liability:

'The issuance of a debit note or a supplementary invoice
creates additional tax liability. The treatment of a debit
note or a supplementary invoice would be identical to the
treatment of a tax invoice as far as returns and payment are
concerned.

Records:

The records of the debit note or a supplementary invoice
have to be retained until the expiry of seventy-two months
from the due date of furnishing of annual return for the
year pertaining to such accounts and records. Where
such accounts and documents are maintained manually, it
should be kept at every related place of business mentioned
in the certificate of registration and shall be accessible at
every related place of business where such accounts and
documents are maintained digitally.

Conclusion:

'The debit note or a supplementary invoice is therefore a
convenient and legal method by which the value of the
goods or services in the original tax invoice can be enhanced.
'The issuance of the debit note will easily allow the supplier
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to pay his enhanced tax liability in his returns without
requiring him to undertake any other tedious process.

sefokodokk
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Chapter Seventeen

Electronic Cash/Credit
Ledgers and Liability Register
in GST

Introduction:

On the common portal each registered taxpayer will have
one electronic register called the Electronic liability register
and two electronic ledgers namely Electronic Cash Ledger
and Electronic Credit Ledger. These register and ledgers will
reflect the amount of tax payable, the amount available to
settle the tax liability online, and input credit balance. This
is a handy tool provided in the GST system wherein the
registered taxpayer can have information about his liabilities
and credits at a single location which can be viewed from any
place by simply logging into the common portal. Electronic
liability register, electronic cash ledger and electronic
credit ledger of taxpayer will be updated on generation of
GSTR-3 by the taxpayer. A unique identification number
shall be generated at the common portal for each debit or
credit to the electronic cash or credit ledger. The unique
identification number relating to discharge of any liability
shall be indicated in the corresponding entry in the electronic
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liability register. In case of any discrepancy in his electronic
liability ledger, electronic cash ledger or electronic credit
ledger the registered person has to communicate the same
to the officer exercising jurisdiction in the matter, through

the common portal in FORM GST PMT-04.

Electronic liability register:

'The electronic liability register is maintained in FORM
GST PMT-01 for each person liable to pay tax, interest,
penalty, late fee or any other amount on the common portal
and all amounts payable by him shall be debited to the said
register. The electronic liability register will be maintained
in two parts at the common portal.

Part I will be for maintaining the return related liabilities.
All liabilities accruing due to return and payments made
against the same will be recorded in this part of the register.
Liabilities due to opting for composition and cancellation of
registration will also be covered in this part. Such liabilities
shall be populated in the liability register of the tax period
in which the date of application or order falls, as the case

may be.

Part II will be for maintaining the complete description of
the transactions of all liabilities accruing, other than return
related liabilities. Such other liabilities may include the
following:

e Liabilities due to reduction or enhancement in
the amount payable due to decision of appeal,
rectification, revision, review etc.;

132



Electronic Cash/Credit Ledgers and Liability Register in GST

Refund of pre-deposit that can be claimed for a
particular demand if appeal is allowed,;

Payment made against the show cause notice or
any other payment made voluntarily;

Reduction in amount of penalty (which would
be automatically shown) based on payment made
after show cause notice or within the time specified
in the Act or the rules.

The electronic liability register of the person shall indicate
the following-

the amount payable towards tax, interest, late fee
or any other amount payable as per the return

turnished by the said person;

the amount of tax, interest, penalty or any other
amount payable as determined by a proper officer
in pursuance of any proceedings under the Act or
as ascertained by the said person;

the amount of tax and interest payable as a result of
mismatch of input tax credit

or any amount of interest that may accrue from
time to time;

the amount deducted by the Government
authorities from the payment made or credited
to the supplier of taxable goods or services or
both, where the total value of such supply, under
a contract, exceeds two lakhs and fifty thousand
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rupees;

e the amount required to be collected by every
electronic commerce operator on the net value of
taxable supplies made through it by other suppliers
where the consideration with respect to such
supplies is to be collected by the operator;

e the amount payable on reverse charge basis;

e the amount payable under the Composition levy
scheme;

e amount payable towards interest, penalty, fee;
e Any other amount under the GST Act.

Any amount of demand debited in the electronic liability
register shall stand reduced to the extent of relief given by
the appellate authority or Appellate Tribunal or court and
the electronic liability register shall be credited accordingly.

'The amount of penalty imposed or liable to be imposed
shall stand reduced partly or fully, as the case may be, if
the taxable person makes the payment of tax, interest and
penalty specified in the show cause notice or demand
order and the electronic liability register shall be credited
accordingly.

Electronic cash ledger:

Every deposit made by a person by internet banking or by
using credit or debit cards or National Electronic Fund

Transfer (NEFT) or Real Time Gross Settlement (RTGS)
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or by over the counter deposit will be credited to the
electronic cash ledger. The amount available in the electronic
cash ledger may be used for making any payment towards
tax, interest, penalty, fees or any other amount payable.

'The electronic cash ledger shall be maintained in FORM
GST PMT-05 for each person, liable to pay tax, interest,
penalty, late fee or any other amount, on the common
portal for crediting the amount deposited and debiting
the payment therefrom towards tax, interest, penalty, fee
or any other amount. The payment required to be made
by an unregistered person, can be made on the basis of a
temporary identification number generated through the
common portal.

A challan in FORM GST PMT-06 can be generated on
the common portal in which the details of the amount to
be deposited towards tax, interest, penalty, fees or any other
amount is to be entered. This challan will be valid for a

period of fifteen days.
The deposit can be made through any of the following

modes, namely: -

i Internet Banking through authorised banks;
ii. Credit card or Debit card through the authorised
bank;

iii. ~ NEFT or RTGS from any bank; or

iv. Over the Counter payment through authorised
banks for deposits up to Rs 10,000/~ per challan per
tax period, by cash, cheque or demand draft.
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When the payment is made by way of NEFT or RTGS
mode from any bank, the mandate form shall be generated
along with the challan on the common portal and the same
shall be submitted to the bank from where the payment is
to be made. The mandate form shall be valid for a period of
fifteen days from the date of generation of challan.

On successful credit of the amount to the concerned
government account maintained in the authorised bank, a
Challan Identification Number (CIN) shall be generated
by the collecting bank and the same shall be indicated in
the challan.

On receipt of the CIN from the collecting bank, the said
amount shall be credited to the electronic cash ledger of the
person on whose behalf the deposit has been made and the
common portal shall make available a receipt to this effect.

In case the bank account is debited but CIN has not
been generated or generated but not communicated to
the common portal, then the person has to represent
electronically in FORM GST PMT-07 through the
common portal to the bank or electronic gateway through
which the deposit was initiated.

The amount deducted under section 51 or collected under
section 52 and claimed in FORM GSTR-2 by the registered
person from whom the said amount was deducted or, as the
case may be, collected will be credited to his electronic cash

ledger.

Refund from cash ledger can only be claimed only when all
the return related liabilities for that tax period have been
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discharged. A registered person, claiming refund of any
balance in the electronic cash ledger can claim such refund
in Part B of the return in FORM GSTR-3 and such return
shall be deemed to be an application filed under section 54
of the CGST Act, 2017.

Electronic credit ledger:

'The electronic credit ledger shall be maintained in FORM
GST PMT-02 for each registered person eligible for input
tax credit on the common portal and every claim of input tax
credit will be credited to this ledger. The amount available
in the electronic credit ledger can be used for making any
payment towards output tax.

In case a registered person has claimed refund of any
unutilized amount from the electronic credit ledger in
accordance with the provisions of section 54, the amount
to the extent of the claim shall be debited in the said ledger.

If the refund so filed is rejected, either fully or partly, the
amount debited to the extent of rejection, shall be re-

credited to the electronic credit ledger by the proper officer
by an order made in FORM GST PMT-03.

Unless otherwise allowed, entries will not be allowed to
be made directly in the electronic credit ledger under any
circumstance.

sketeskesksiesk
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Chapter Eighteen

Electronic Way Bill in GST

Introduction

A waybill is a receipt or a document issued by a carrier
giving details and instructions relating to the shipment of
a consignment of goods and the details include name of
consignor, consignee, the point of origin of the consignment,
its destination, and route.

Electronic Way Bill (E-Way Bill) is basically a compliance
mechanism wherein by way of a digital interface the person
causing the movement of goods uploads the relevant
information prior to the commencement of movement of

goods and generates e-way bill on the GST portal.
Rule 138 of the CGST Rules, 2017 provides for the e-way

bill mechanism and in this context it is important to note
that “/nformation is to be furnished prior to the commencement
of movement of goods” and “is to be issued whether the movement
is in relation to a supply or for reasons other than supply’.

E-Way Bill under GST

E-way bill is an electronic document generated on the
GST portal evidencing movement of goods. It has two
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Components - Part A comprising of details of GSTIN of
recipient, place of delivery (PIN Code), invoice or challan
number and date, value of goods, HSN code, transport
document number (Goods Receipt Number or Railway
Receipt Number or Airway Bill Number or Bill of Lading
Number) and reasons for transportation; and Part B
comprising of transporter details (Vehicle number).

As per Rule 138 of the CGST Rules, 2017, every registered
person who causes movement of goods (which may not
necessarily be on account of supply) of consignment value more
than Rs. 50000/~ is required to furnish above mentioned
information in part A of e-way bill. The part B containing
transport details helps in generation of e-way bill.

Who should generate the e-way bill and Why?

E-way bill is to be generated by the consignor or consignee
himself if the transportation is being done in own/hired
conveyance or by railways, by air or by Vessel. If the goods
are handed over to a transporter for transportation by road,
E-way bill is to be generated by the Transporter. Where
neither the consignor nor consignee generates the e-way

bill and the value of goods is more than Rs.50,000/- it shall
be the responsibility of the transporter to generate it.

Further, it has been provided that where goods are sent by
a principal located in one State to a job-worker located in
any other State, the e-way bill shall be generated by the

principal irrespective of the value of the consignment.

Also, where handicraft goods are transported from one State
to another by a person who has been exempted from the
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requirement of obtaining registration, the e-way bill shall
be generated by the said person irrespective of the value of
the consignment.

How is it generated?

Ane-waybill contains two parts- Part A tobe furnished by the
person who is causing movement of goods of consignment
value exceeding Rs. 50,000/- and part B (transport details)
to be furnished by the person who is transporting the goods.
Where the goods are transported by a registered person-
whether as consignor or recipient, the said person shall
have to generate the e-way bill by furnishing information
in part B on the GST common portal. Where the e-way
bill is not generated by registered person and the goods are
handed over to the transporter for transportation by road,
the registered person shall furnish the information relating
to the transporter in Part B of FORM GST EWB-01 on
the common portal and the e-way bill shall be generated
by the transporter on the said portal on the basis of the
information furnished by the registered person in Part A of

FORM GST EWB-01.

A registered person may obtain an Invoice Reference
Number from the common portal by uploading, on the said
portal, a tax invoice issued by him in FORM GST INV-1
and produce the same for verification by the proper officer
in lieu of the tax invoice and such number shall be valid for

a period of thirty days from the date of uploading.

In the above case, the registered person will not have to

upload the information in Part A of FORM GST EWB-
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01 for generation of e-way bill and the same shall be

auto-populated by the common portal on the basis of the
information furnished in FORM GST INV-1.

Upon generation of the e-way bill on the common portal, a
unique e-way bill number (EBN) generated by the common
portal, shall be made available to the supplier, the recipient
and the transporter on the common portal.

'The details of e-way bill generated shall be made available
to the recipient, if registered, on the common portal, who
shall communicate his acceptance or rejection of the
consignment covered by the e-way bill. In case, the recipient
does not communicate his acceptance or rejection within
seventy-two hours of the details being made available to
him on the common portal, it shall be deemed that he has
accepted the said details.

Purpose of E-Way Bill

E-way bill is a mechanism to ensure that goods being
transported comply with the GST Law and is an effective
tool to track movement of goods and check tax evasion.

Validity of E-Way Bill

'The validity of e-way bill depends on the distance to be
travelled by the goods. For a distance of less than 100 Km
the e-way bill will be valid for a day from the relevant date.
For every 100 Km thereafter, the validity will be additional
one day from the relevant date. The “relevant date” shall
mean the date on which the e-way bill has been generated
and the period of validity shall be counted from the time
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at which the e-way bill has been generated and each day
shall be counted as twenty-four hours. In general, the
validity of the e-way bill cannot be extended. However,
Commissioner may extend the validity period only by way
of issue of notification for certain categories of goods which

shall be specified later.

Further, if under circumstances of an exceptional nature,
the goods cannot be transported within the validity
period of the e-way bill, the transporter may generate
another e-way bill after updating the details in Part B of
FORM GST EWB-01.

Cancellation of E-Way Bill

Where an e-way bill has been generated under this rule, but
goods are either not transported or are not transported as
per the details furnished in the e-way bill, the e-way bill may
be cancelled electronically on the common portal, either
directly or through a Facilitation Centre notified by the
Commissioner, within 24 hours of generation of the e-way
bill. However, an e-way bill cannot be cancelled if it has
been verified in transit in accordance with the provisions of

rule 138B of the CGST Rules, 2017 .

'The facility of generation and cancellation of e-way bill will

also be made available through SMS.

Finer Points

An e-waybill has to be prepared for every consignment where
the value of the consignment exceeds Rs. 50,000/-. Where

multiple consignments of varying values (per consignment)
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are carried in a single vehicle, e-way bill needs to be
mandatorily generated only for those consignments whose
value exceeds Rs. 50,000/-. This does not however preclude
the consignor/consignee/transporter to generate e-way bills
even for individual consignments whose value is less than
Rs. 50000/~ per consignment. For multiple consignments
being carried in the same vehicle, the transporter to prepare
a consolidated e-way bill by indicating serial number of
each e-way bill, on the common prior to commencement of
transport of goods.

There is always a possibility that multiple vehicles are used
for carrying the same consignment to its destination or
unforeseen exigencies may require the consignments to
be carried in a different conveyance than the original one.
For such situations, the rules provide that any transporter
transferring goods from one conveyance to another in the
course of transit shall, before such transfer and further
movement of goods, update the details of the conveyance
in the e-way bill on the common portal in FORM GST
EWB-01.

'The person in charge of a conveyance has to carry the invoice
or bill of supply or delivery challan, as the case may be; and
a copy of the e-way bill or the e-way bill number, either
physically or mapped to a Radio Frequency Identification
Device embedded on to the conveyance in such manner
as may be notified by the Commissioner. However, where
circumstances so warrant, the Commissioner may, by
notification, require the person-in-charge of the conveyance
to carry the following documents instead of the e-way bill-
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a) tax invoice or bill of supply or bill of entry; or

b) a delivery challan, where the goods are transported for

reasons other than by way of supply.
Itisalso be noted that the Commissioner may, by notification,
require a class of transporters to obtain a unique Radio
Frequency Identification Device and get the said device
embedded on to the conveyance and map the e-way bill
to the Radio Frequency Identification Device prior to the
movement of goods.

E-Way bill to be issued whether for supply or otherwise

E-way bill is to be issued irrespective of whether the
movement of goods is caused by reasons of supply or
otherwise. In respect of transportation for reasons other
than supply, movement could be in view of export/import,
job-work, SKD or CKD, recipient not known, line sales,
sales returns, exhibition or fairs, for own use, sale on approval
basis etc.

Exceptions to e-way bill requirement

No e-way bill is required to be generated in the following
cases

a) Transport of goods as specified in Annexure to Rule

138 of the CGST Rules, 2017

b) goods being transported by a non-motorised convey-
ance;

c) goods being transported from the port, airport, air car-
go complex and land customs station to an inland con-
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tainer depot or a container freight station for clearance
by Customs;

d) in respect of movement of goods within such areas as
are notified under rule 138(14) (d) of the SGST Rules,
2017 of the concerned State; and

e) Consignment value less than Rs. 50,000/-

Consequences of non-conformance to E-way bill rules

If e-way bills, wherever required, are not issued in accordance
with the provisions contained in Rule 138 of the CGST
Rules, 2017, the same will be considered as contravention of
rules. As per Section 122 of the CGST Act, 2017, a taxable
person who transports any taxable goods without the cover
of specified documents (e-way bill is one of the specified
documents) shall be liable to a penalty of Rs. 10,000/- or
tax sought to be evaded (wherever applicable) whichever is
greater. As per Section 129 of CGST Act, 2017, where any
person transports any goods or stores any goods while they
are in transit in contravention of the provisions of this Act
or the rules made thereunder, all such goods and conveyance
used as a means of transport for carrying the said goods and
documents relating to such goods and conveyance shall be
liable to detention or seizure.

Enforcement

'The Commissioner or an officer empowered by him in
this behalf may authorise the proper officer to intercept
any conveyance to verify the e-way bill or the e-way bill
number in physical form for all inter-State and intra-State
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movement of goods.

'The physical verification of conveyances may also be carried
out by the proper officer as authorised by the Commissioner
or an officer empowered by him in this behalf. Physical
verification of a specific conveyance can also be carried out
by any officer, on receipt of specific information on evasion of
tax, after obtaining necessary approval of the Commissioner
or an officer authorised by him in this behalf.

A summary report of every inspection of goods in transit
shall be recorded online by the proper officer in Part A
of FORM GST EWB-03 within twenty-four hours of
inspection and the final report in Part B of FORM GST
EWB-03 shall be recorded within three days of such

inspection.

Once physical verification of goods being transported on
any conveyance has been done during transit at one place
within the State or in any other State, no further physical
verification of the said conveyance shall be carried out again
in the State, unless a specific information relating to evasion
of tax is made available subsequently.

Where a vehicle has been intercepted and detained for
a period exceeding thirty minutes, the transporter may

upload the said information in FORM GST EWB-04 on

the common portal.

Recent Developments in respect of the E-Way Bill
mechanism under GST.

Decision of GST Council : Inter-State e-way Bill to be
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made compulsory from 1 st of February, 2018; system to
be ready by 16th of January, 2018.

'The 24th meeting of the GST Council held on 16.12.2017
discussed about the implementation of e-way Bill system in
the country. Till such time as National e-way Bill is ready,
the States were authorized to continue their own separate
e-way Bill systems. However, it was represented by the trade
and transporters that this is causing undue hardship in inter-
State movement of goods and therefore, bringing in an
early all India system of e-way Bill has become a necessity.
The GST Council reviewed the progress of readiness of
hardware and software required for the introduction of
nationwide e-way Bill system. After discussions with all the
states, the following decisions are taken :-

i 'The nationwide e-way Bill system will be ready to be
rolled out on a trial basis latest by 16™ January, 2018.
Trade and transporters can start using this system on
a voluntary basis from 16" January, 2018.

ii. 'The rules for implementation of nationwide e-way
Bill system for inter-State movement of goods on
a compulsory basis will be notified with effect from
1st February, 2018. This will bring uniformity across
the States for seamless inter-State movement of
goods. Notification no. 74/2017-Central Tax dated
29.12.2017 has been issued which notifies 1% Feb-
ruary, 2018 from which E-Way Bill Rules will come

into force.

iii. ~ While the system for both inter-State and in-
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tra-State e-way Bill generation will be ready by 16
January, 2018, the States may choose their own tim-
ings for implementation of e-way Bill for intra-State
movement of goods on any date before 1st June,
2018.There are certain States which are already hav-
ing system of e-way Bill for intra-State as well as
inter-State movement and some of those States can
be early adopters of national e-way Bill system for
intra-State movement also. But in any case uniform
system of e-way Bill for inter-State as well as in-
tra-State movement will be implemented across the
country by 1st June, 2018.

Conclusion

'The e-way bill provisions aim to remove the ills of the
erstwhile way bill system prevailing under VAT in different
states, which was a major contributor to the bottlenecks
at the check posts. Moreover, different states prescribed
different e-way bill rules which made compliance difficult.
The e-way bill provisions under GST will bring in a
uniform e-way bill rule which will be applicable throughout
the country. The physical interface will pave way for digital
interface which will facilitate faster movement of goods.
It is bound to improve the turnaround time of vehicles
and help the logistics industry by increasing the average
distances travelled, reducing the travel time as well as costs.

selsksfekek
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