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\//1 Recipient should have Invoice issued by Supplier/SELF, Invoice/Debit NOTE/ISD
Invoice/Bill of ENTRY to claim ITC. =

2 | Goods/Service-Received by Recipient himself or Received by III Party on Behalf of
Recipient.

Note 1: If Goods Received in instalment /LOTs then ITC shall be allowed on receipt
of last lot.

=H= Note 2: where Supplier fall under the provisions of Section 38 (Discussed in Filing
of Return chapter) then NO ITC shall be allowed.

Recipient Need to file Valid GSTR 3B on time

Supplier Need to file Valid GSTR 3B on time.

Effect of Non-payment of tax by the supplier

w

) Inward supply taken by recipient ("
) GSTR 1/1A filed by Supplier x
) ITC amount reflected in 6STR 2B of Recipient v
_a) ITC claimed by recipient

e) Supplier did not pay 6ST by@r of next financial year

_~f) Then Recipient need reverse or Pay Equal amount by 30th November
———
g) If not paid by recipient by above date, then he is liable to pay the amount with Interest

VoW

¢ ¢ CN

under section 50.
h) Now if supplier pay the amount of 6ST
i) Then Recipient will be eligible o Re-book ITC.
5 ) Condition of 180 days for bill payment-

l/aa/Inward supply taken by recipient

l/b‘)/ITC booked by the recipient on the basis of INVOICE.
l/e)’Bill amount not paid by recipient within 180 days from bill date.

hen recipient is required fo reverse or pay the full or proportionate amount with interest.

~

e) If later on recipient pay the full or proportionate bill amount.
f) Now recipient is eligible to Re book ITC on bill payment basis.
00 J¢~ Notei 1 This condition is not applicable on RCM cases and free of cost supplies.
\/T\lo‘re: 2 Supplier's obligation paid by Recipient then the amount shall be counted in Bill amount
Note: ¢
payment to supplier.

X

6 | INWARD Supply: USE/intended to be used for@s‘i@nr Furtherance of business.
Recipient's output Supply should be non-exempted:
What about common USE: make it Proportionate and restricted it to no ted an
business purpose. —ﬂ&—ﬁ’
AL A9 T
8  Keep in mind Last date to Book ITC - Last date: __},

30th November of NEXT financial Year OR Annual Return Actual filing date: whichever is

Earlier [But this condition is only for original Booking of ITC i.e. not for re-availment.
9 ‘ Recipient can take Either@r@ Under Income-tax Act.
10 | CAPITAL Goods must be Used for e life, IF partly used then: Make it proportionate as per
prescribed method.

11 ‘ No ITC shall be allowed of the TAX arise on Re-Assessment/ Fraud efc. U/s : 74 /71’{4
12 ‘ Received supply should not be a NEGATIVE listed supply as defined in Sec: 17(5).




Section : 17(5), (6)
BACKGROUND OF BLOCKED CREDIT

/
; VeZs
Personalised Civil
e | ) |
‘
+ Club Membership « Works + Composition « Sample
+ Food Beverages Contract Dealer « CSR.
. Purchase Outdoor Catering Service (6+S) + NRTP « Lost Etc.
Repai ' + Construction
aschall « Health Services service &
+ Club/Gym Building
Membership Material
+ Cosmetics and

Plastic Surgery

+ Health Insurance
Life Insurance

Thumb Rules -1 | : Which is not fall @ above ITC shall be allowed, subject to other conditions.
Thumb Rules -2 | |6ud Ganna

v v
X v
X X

Thumb Rules -3 : Tit for Tat (Jaise ko Vaisa)
Thumb Rules -4 | : Legal Obligation




SECTION 17(5): Blocked Credits

A) ITC of GST paid on: i}

2 + Purchase of Motor Vehicla/ Aircraft/ Vessel, ( ;\ E‘% To—a'
|
[

< K

2 < 7
/ « Lease Rental of Motor Vehicle/ Aircraft/ Vessel 5 cc P'\B’ v bpto v v
/'/ Related Services (e.g. Repair, Insurance, etc.) —_— l; "
*Motor vehicle (Max. 13- >
seater) e.g. scooter, car, etc. No ITC shall be allowed
Vessel / Aircraft ( _S}or‘ further supply business,
& (uvckase ) Lease - ?:Bor' 'rr'anspor;aﬁon of goods
ITC shall be allowed - / passenger business,
(@Driving / flying / Navigation
Business

v

[znGenera | &=

No ITC shall

be allowed
_7 *Related Services-

SYFor further supply business,
e.g. Insurance ) For transportation of goods

NN

e.g. Repair, Maintenance

v

ITC shall be allowed / passenger business,

@ Driving / flying / Navigation

Business

— TATA

* Manufacturer of Motor

ITC shall be allowed

Vehicle/ Aircraft/ Vessel,

l,?" * Insurance Companies ~<f—"
QD" providing insurance services by

way of insurance of Motor
Vehicle/ Aircraft/ Vessel

Comment:

What about Truck, Bus??ITC not blocked u/s 17(5), so allowed, if all the other conditions u/s/ 16 are

satisfied.




B) Personalised Services:

—
AN NN

/-}i«fe Insurance
4 -
_~ Personal Trip

| __Transportation

//Club Membership
A
1 *Food Beverages
//Oufdoor Catering >
v 1 No ITC shall be allowed
/%?:;:::;:::?P * If recipient took the service
i
| >Cosmetic / Plastic Surgery >
{ ITC shall be allowed . .
j / lth Tnsrance. 0 iy avail such services.

C) Works Contract Service:
- Goods and Services @ Single Value
And
- Resultant property is an Immovable Property
Comment: Telecommunication Tower, Pipeline laid outside the premises will also be called as immovable

property.
> In General
Works Contract No ITC shall be allowed
Service * If recipient togk the service
for providing s Sepvice.
> | * If taken for(Fepaif activities
ITC shall be allowed
FI R ; owe * If used for installation etc. of a Q
=== plant & machinary (capital Goods)
D) Building Material / Construction Service: K—\
> In General

* Building Material No ITC shall be allowed

(e.g. Cement, Bar, etc)

N "
* Construction Service If recipient took the goods/

service for supply of same goods

v

ITC shall be allowed / service.
[I.R.S] * If taken for repair activities

* If used for installation etc. of a
plant & machinary etc.

includes re-construction, renovation, additions or alterations or

'Explanation 1.:
repairs, o the extent of capitalisation, to the said immovable property;

Explanation 2.--it is hereby clarified that notwithstanding anything to the contrary contained in any



N

Jjudgment, decree or order of any court, tribunal, or other authority, any reference to "plant or machinery”
shall be construed and shall always be deemed to have been construed as a reference to “plant and

machinery.

E) Composition Dealers / NRTP / CTP:

*>| Composition Dealer |

No ITC shall be allowed

NRTP (Non-Resident
IGST paid on import of goods: | Taxable Person)
ITC allowed

Any Other ITC - Not Allowed.
Comment: No such restriction for Casual Taxable Person (CTP).
F) Free Sample Distribution / CSR Activities:

*Inward Supply taken, but-

-Lost, Destroyed, Stolen

-Used for personal purpose (i.e. finally, not used for Business purpose)

ITC shall not be allowed.
Goods purchased and used for free sample distribution:
=> No ITC shall be allowed.
*Goods or services received for distribution under CSR activities (Corporate Social Responsibility):
=> No ITC shall be allowed.

—_—

SECTION 17(1): Business & Non Business
(i) Exclusive business purpose: Where any inward supply is used for business purpose then input tax

credit to recipient shall be allowed [Section: 16]

(ii) Exclusive Non business Purpose: Where any inward supply is used for "non - business” purpose then
NO Input Tax Credit shall be allowed to Recipient [Section:16]

(iii) Common Usage: Where inward supply is used commonly for business as well as non -business purpose

then proportionate Input Tax Credit shall be allowed [Section: 17(1)]

SECTION : 17(2)&(3) Exempted & Non Exempted
(i) Exclusive Non exempted purpose: Where any goods are used in NON EXEMPTED [Taxable, Zero

Rated] Purpose then input tax credit on such inward supply shall be allowed [Section : 16]
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(ii) Exclusive Exempted Purpose: Where any goods are used in exempted supplies then input tax credit

as related inward supplies shall not be allowed [Section: 16]

In other words:

M M
ITCx U ) iximlf:d } NON
ITey = = Z;‘r;R g | EXEMPTED
ITCV are

(iii) Common Usage: Where any inward supplies are used commonly for "Exempted as well as

non- exempted purpose then input tax credit shall be allowed at proportionally”.

| Sec: 17 + Rule: 42 + Rule: 43 (FY = 19-20) |

For ITC Purpose Deemed

e

Input and Input Service
Sec: 17+ Rule: 42

v

Monthly Calculation [for Every Month]
1. Book Total Common Credit = 18000

(GST as Given in Invoice Received)
2. Reverse [Ineligible Credit (FAT)] =

l Net ITC for
the month
How to Calculate: (FAT)

(a) If we know the Quantity of usage for

8000
10000

eligible and Non eligible purposes then:
Calculate it on Actual Basis
(OR)
(b) Otherwise USE the formula Given by Law
maker
—> Related to exempted supplies =C.C*E.T/T.T.
(ie Proportionate in T/O Ratio)
(T/0=T/Owithin the State Exc. All Taxes)
— Related to Non Business Purpose = 5% of
C.C.: XXX
(FAT)

life of capital Goods will
be 5 Years ie 60 Months

Capital Goods
Sec: 17+ Rule: 43

Monthly Calculation [For Every Month]
1. Book the whole common credit [C.C] :18000
(as GiveninInvoice Received)
2. Reverse the Ineligible Amount on
Monthly Basis (Reversal :Pay AN Amount) :XXX

How to Calculate Ineligible Amount ie FAT

Spread the Total C.C over the deemed life (60
Months) of the C.G. (18000/60 Months) = 300
[Monthly C.C.]

—t+—+—+—+—+—+ (60Months)
300 300 300 300
Eligible .. Non
ITC Eligible ITC (FAT)
Onthe Basis T/ORatio- FAT=  300xET(30L)
of that Month TT (70L)

:¥128.57 and you need to pay this amount for that
month



Qoo x 12+ 960w Kestd

Tphe Forer = 10840
Y ovol2?




ANNUAL Calculation

If the same Data Repeated for every month then

Total C.C.will be = 18000%12=2,16,000 FAT

(Ineligible Credit) which You have Reversed already

(8000x12) = 96000

Now there may be some Dr/Cr.Note........

For FY:19-20 that may af fects: Reversible Amount

=90,000

(ii) Now Reversible Amount =1,00,000

So in case (i) we will Re-Book the Credit of ¥ 6000

In case (ii) Now we will have to Pay ¥ 4000 to the
Department with Interest WEF: 1/4/20 till
Date of Payment [Last Date will be
30/Sep/2020]

(I) Now Reversible Amount

THE END

Period=1

Special CASE:1:

(Period=1) Cutof date  (Period2)
[USE the C.G | [USE the C.G for
Exclusively for Exempted] | common purpose]

C.6.Purchased
65T:18,000
Now What will we do?
(a) Book the whole itc on cutoff date as mention in
118000
(b) Reverse /Payment of an Amount
for Entire Period=1
on Cutoff Date
on the Basis of
5%
Period (1) 6 Quarters are there] so (5%x6
Quarters)=30% Ineligiblecredit [FAT]

For Period(1) ‘ =5400

Now the Question is How to Remove FAT for Period
(2) Spread the whole Credit over the life of Capital
Goods 18000/60 =300 Per Months

Invoice

Per Quarter or Part thereof [suppose in

T T B |

Total 60 Months

T T Y R T
L L

It is Not Relevant
for us Now

L I B B N

30@ 300 300 300 300

Eligible inEligible
C.C(pm)xE.T
TT
300%30 Lakh
70 Lakh
=%128.57
Need to pay this Amount for
aParticular in months




(Period=1)

Special Case: 2
Cutoff Date

(Period=2)

(CG: use for Non Exempted

(Common usage)

6ST=18000

Amount

Book the whole ITC of

Capital Goods Purchased:

¥ 18000

For Period (1): ITC fully Allowed
For Period: 2 - have to pay monthly

£

[First of all Spread it over the life of Capital Goods]

v

(Period 1 and 2)

— Total 60 Months

300 300 300 300 300 300

So After cutoff date we Need to pay
(FAT) ie Ineligible Credit @ monthly basis
300xET/TT=% 128.57

T/Owithinthe T/owithinthe /owithinthe state T/0@ All India T/0O of Taxable

state state Person

All Taxes All Taxes New Tax [6ST and New Taxes [6ST and New Tax
Excludes / Cess]Excludes Cess] Excludes Excludes

* Supp Ex:usuD use m@(@

fuII itc allowed) R

# NEGATIVE Supply (no itc)

[TTTT

[l

-

Note Lock in period for the option is( SAME FY.
Note: What is exempted and what is non exempted supplies for the purpose of Rule 42 and Rule

43.

@ Exempted AND
Non-Exempted
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What is not exempted supplies

1. Supplies attracting 100 % E/N

1.Supplies nsideration received in
form of interest ghd discount (except
Banking co—financial institution, NBFC)

>

NIL rated supplies /

2. The Value of Duty Credit Scrip

&

Non- taxable supplies
B

. Supplies taxable under RC

S
. Securities ’rr‘adin@ ((pal k\/)(b ob

i~
o

o)

@ circle rate =

. Sale of land and completed building ——

7. supply of Goods Lying in warehouse. )

Note: Value of Exempted supply shall not include the value of negative listed supplies. However following

A

shall be added..
- The value of sale of land and completed Building and

- The value of sale of goods lying in custom warehouse.
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