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Law and Provisions under CGST
Chapter 7 — TAX INVOICE, CREDIT AND DEBIT NOTES

7.0 TAX INVOICE, CREDIT AND DEBIT NOTES — The provisions related to Tax Invoice, Credit and
Debit Notes - Tax invoice, Facility of digital payment to recipient, Prohibition of unauthorised
collection of tax, Amount of tax to be indicated in tax invoice and other documents and Credit
and debit notes are covered under Chapter VII of the CGST Act 2017 from Section 31 to
Section 34.

The Central Government has appointed the 1st day of July, 2017, as the date on which the

provisions of these sections came in to force vide Notification No. 9/2017- Central Tax dated
28.06.2017.

Chapter VIl of the CGST Act 2017 - Tax Invoice, Credit and Debit Notes

Section Particulars

Section 31 Tax invoice

Section 31A Facility of digital payment to recipient

Section 32 Prohibition of unauthorised collection of tax
Section 33 Amount of tax to be indicated in tax invoice and other documents
Section 34 Credit and debit notes

CGST Rules 2017 - Tax Invoice, Credit and Debit Notes

Rules Particulars
Rule 46 Tax invoice
Rule 46A Invoice-cum-bill of supply
Rule 47 Time limit for issuing tax invoice
Rule 48 Manner of issuing invoice
Rule 49 Bill of supply
Rule 50 Receipt voucher
Rule 51 Refund voucher
Rule 52 Payment voucher
Rule 53 Revised tax invoice and credit or debit notes
Rule 54 Tax invoice in special cases
Rule 55 Transportation of goods without issue of invoice
Rule 55A Tax Invoice or bill of supply to accompany transport of goods



https://www.klickongstworld.com/uploads/CGST/NOTIFICATION/2017/1551416930.pdf
https://www.klickongstworld.com/uploads/CGST/NOTIFICATION/2017/1551416930.pdf
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Forms - Tax Invoice, Credit and Debit Notes

Forms Particulars
FORM GST INV -1 Generation of Invoice Reference Number

7.1 Tax invoice. [Section 31]

Section 31(1) | 01.07.2017 | Issuance of tax invoice for supplying taxable goods
to till date | showing particulars as may be prescribed

A registered person supplying taxable goods shall, before or
at the time of,—

(a) | removal of goods for supply to the recipient, where
the supply involves movement of goods; or

(b) | delivery of goods or making available thereof to the
recipient, in any other case,

issue a tax invoice showing the description, quantity and
value of goods, the tax charged thereon and such other
particulars as may be prescribed:

First Proviso | 01.07.2017 | The Government may, by notification, specify the
to till date | 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.

Provided that 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.

Section 31(2) | 01.07.2017 | A registered person supplying taxable services shall,
to till date | before or after the provision of service but within a
prescribed period, issue a tax invoice, showing
particulars as may be prescribed

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 may be
prescribed:

First Proviso | 01.07.2017 | The Government may, by notification and subject to

to such conditions as may be mentioned therein, specify
31.12.2020 | the categories of services in respect of which any other
document issued in relation to the supply shall be
deemed to be a tax invoice; or tax invoice may not be
issued.
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Provided that 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.
01.01.2021 | The Government may, by notification specify the
to till date | categories of services or supplies in respect of which a
tax invoice shall be issued, within such time and in such
manner as may be prescribed; subject to the condition
mentioned therein, specify the categories of services in
respect of which any other document issued in relation
to the supply shall be deemed to be a tax invoice; or tax
invoice may not be issued.

Provided that the Government may, on the
recommendations of the Council, by notification,—

(a) | specify the categories of services or supplies in
respect of which a tax invoice shall be issued, within
such time and in such manner as may be prescribed;

(b) | subject to the condition mentioned therein, specify
the categories of services in respect of which—

() | any other document issued in relation to the
supply shall be deemed to be a tax invoice; or
(i) | tax invoice may not be issued.

1. Substituted w.e.f. 01.01.2021 for the Proviso read as —vide
Section 123 of the Finance Act, 2020 NO. 12 of 2020 dated
27th March, 2020 which comes into force vide Notification
No. 92/2020 — Central Tax dated 22nd December 2020.

Section 31(3) | 01.07.2017 | Issuance of a revised invoice, bill of supply, receipt
to till date | voucher, refund voucher, tax invoice under RCM,
payment voucher etc.

Notwithstanding anything contained in sub-sections (1) and

(2)—

(a) | Issuance of a revised invoice within one month
from the date of issuance of certificate of
registration and in such manner as may be
prescribed, 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.



https://www.klickongstworld.com/uploads/AAR/1649835284.pdf
https://www.klickongstworld.com/uploads/CGST/tax%20notification/1608707498.pdf
https://www.klickongstworld.com/uploads/CGST/tax%20notification/1608707498.pdf
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a registered person may, within one month from the
date of issuance of certificate of registration and in
such manner as may be prescribed, 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;

(b) | No tax invoice to be issued if the value of the
goods or services or both supplied is less than
two hundred rupees subject to such conditions
and in such manner as may be prescribed.

a registered person may not issue a tax invoice if the
value of the goods or services or both supplied is less
than two hundred rupees subject to such conditions
and in such manner as may be prescribed;

(c) | Issuance of bill of supply by a registered person
supplying exempted goods or services or both or
paying tax under the provisions of section 10,
containing such particulars and in such manner
as may be prescribed; No bill of supply to be
issued if the value of the goods or services or
both supplied is less than two hundred rupees
subject to such conditions and in such manner
as may be prescribed.

a registered person supplying exempted goods or
services or both or paying tax under the provisions of
section 10 shall issue, instead of a tax invoice, a bill
of supply containing such particulars and in such
manner as may be prescribed:

Provided that the registered person may not issue a
bill of supply if the value of the goods or services or
both supplied is less than two hundred rupees
subject to such conditions and in such manner as
may be prescribed?;

(i) | any other document issued in relation to the
supply shall be deemed to be a tax invoice; or
(i) | tax invoice may not be issued.

1. Removal of Difficulty Order No. 3/2019-Central
Tax dated 8th March, 2019 has clarified that
provisions of clause (c) of subsection (3) of

section 31 of the said Act shall apply to a person
paying tax under Notification No. 2/2019- Central
Tax (Rate) dated 07.03.2019.

(d) | Issuance of a receipt voucher or any other
document, containing such particulars as may be



https://www.klickongstworld.com/uploads/SGST/CIRCULAR/Andhra%20pradesh/1563800357.pdf
https://www.klickongstworld.com/uploads/SGST/CIRCULAR/Andhra%20pradesh/1563800357.pdf
https://www.klickongstworld.com/uploads/CGST/Rate%20Notification/2019/1554878837.pdf
https://www.klickongstworld.com/uploads/CGST/Rate%20Notification/2019/1554878837.pdf
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prescribed, advance

payment.

evidencing receipt of

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;

(e)

Issuance of a refund voucher where, on receipt
of advance 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,

where, on receipt of advance 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;

(f)

Issuance of an invoice in respect of goods or
services or both received by a registered person
who is liable to pay tax under sub-section (3) or
sub-section (4) of section 9, from the supplier
who is not registered on the date of receipt of
goods or services or both;

a registered person who is liable to pay tax under
sub-section (3) or sub-section (4) of section 9 shall
issue an invoice in respect of goods or services or
both received by him from the supplier who is not
registered on the date of receipt of goods or services
or both;

(9)

Issuance of a payment voucher at the time of
making payment to the supplier by a registered
person who is liable to pay tax under sub-section
(3) or sub-section (4) of section 9.

a registered person who is liable to pay tax under
sub-section (3) or sub-section (4) of section 9 shall
issue a payment voucher at the time of making
payment to the supplier.

Section 31(4) | 01.07.2017

to till date

Issuance of an 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
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each such statement is issued or, as the case may be, each
such payment is received.

Section 31(5) | 01.07.2017 | Issuance of an invoice in case of continuous supply of
to till date | services

Subject to the provisions of clause (d) of sub-section (3), in
case of continuous supply of services,—

(a) | where the due date of payment is ascertainable from
the contract, the invoice shall be issued on or before
the due date of payment;

(b) | where 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;

(c) | where the payment is linked to the completion of an
event, the invoice shall be issued on or before the
date of completion of that event.

Section 31(6) | 01.07.2017 | Issuance of an invoice, in a case where the supply of
to till date | services ceases under a contract before the completion
of the 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.

Section 31(7) | 01.07.2017 | Issuance of an invoice, where the goods being sent or
to till date | taken on approval for sale or return are removed before
the supply takes place.

Notwithstanding anything contained in sub-section (1),
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.

Explanation 01.07.2017 | The expression “tax invoice” for the purposes of this
to till date | section

For the purposes of this section, the expression “tax invoice”
shall include any revised invoice issued by the supplier in
respect of a supply made earlier.
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7.1.1.1 Departmental Notifications - Provisions of section 31(3)(c) shall apply to a
person paying tax under Notification No. 2/2019- Central Tax (Rate) dated 07.03.2019 —

Relevant extracts only

Notification No. 2/2019-Central Tax (Rate) dated 7th March, 2019 - The registered person
shall issue, instead of tax invoice, a bill of supply as referred to in clause (c) of sub-section (3)
of section 31 of the said Act with particulars as prescribed in rule 49 of Central Goods and
Services Tax Rules.

7.1.1.2 Departmental Notifications - Notification to give one time extension for the time
limit provided under Section 31(7) of the CGST Act 2017 till 31.10.2020.

Notification No. 66/2020 — Central Tax dated 21st September, 2020 - The Government, on the
recommendations of the Council, has further amended the Notification No. 35/2020-Central
Tax, dated the 3rd April, 2020, namely:-

In the said notification, in the first paragraph, in clause (i), after the first proviso, the following
proviso shall be inserted, namely: -

“Provided further that where, any time limit for completion or compliance of any action, by any
person, has been specified in, or prescribed or notified under sub-section (7) of section 31 of
the said Act in respect of goods being sent or taken out of India on approval for sale or return,
which falls during the period from the 20th day of March, 2020 to the 30th day of October,
2020, and where completion or compliance of such action has not been made within such
time, then, the time limit for completion or compliance of such action, shall stand extended
upto the 31st day of October, 2020.”

7.1.2.1 Departmental Clarifications - Clarification on issues wherein the goods are
moved within the State or from the State of registration to another State for supply on
approval basis - Circular No. 10/10/2017-GST dated 18th October, 2017

Various communications have been received particularly from the suppliers of jewellery etc.
who are registered in one State but may have to visit other States (other than their State of
registration) and need to carry the goods (such as jewellery) along for approval. In such cases
if jewellery etc. is approved by the buyer, then the supplier issues a tax invoice only at the time
of supply. Since the suppliers are not able to ascertain their actual supplies beforehand and
while ascertainment of tax liability in advance is a mandatory requirement for registration as a
casual taxable person, the supplier is not able to register as a casual taxable person. It has
also been represented that such goods are also carried within the same State for the purposes

of supply. Therefore, in exercise of the powers conferred under section 168 (1) of the Central


https://www.klickongstworld.com/uploads/CGST/Rate%20Notification/2019/1554878837.pdf
https://www.klickongstworld.com/uploads/CGST/tax%20notification/1600772090.pdf
https://www.klickongstworld.com/uploads/CGST/tax%20notification/1585981109.pdf
https://www.klickongstworld.com/uploads/CGST/tax%20notification/1585981109.pdf
https://www.klickongstworld.com/uploads/CGST/Circular/2017/1551764431.pdf
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Goods and Services Tax Act, 2017, for the purpose of uniformity in the implementation of the

Act, it has been decided to clarify this matter as follows —

2. It is seen that clause (c) of sub-rule (1) of rule 55 of the Central Goods and Services Tax
Rules, 2017 (hereafter referred as “the said Rules”) provides that the supplier shall issue a
delivery challan for the initial transportation of goods where such transportation is for reasons
other than by way of supply. Further, sub-rule (3) of the said rule also provides that the said
delivery challan shall be declared as specified in rule 138 of the said Rules. It is also seen that
sub-rule (4) of rule 55 of the said Rules provides that “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”.

3. A combined reading of the above provisions indicates that the goods which are taken for
supply on approval basis can be moved from the place of business of the registered supplier
to another place within the same State or to a place outside the State on a delivery challan
along with the e-way bill wherever applicable and the invoice may be issued at the time of
delivery of goods. For this purpose, the person carrying the goods for such supply can carry

the invoice book with him so that he can issue the invoice once the supply is fructified.

4. It is further clarified that all such supplies, where the supplier carries goods from one State
to another and supplies them in a different State, will be inter-state supplies and attract

integrated tax in terms of Section 5 of the Integrated Goods and Services Tax Act, 2017.

5. Itis also clarified that this clarification would be applicable to all goods supplied under similar
situations.

7.1.2.2 Departmental Clarifications - Clarification on issues regarding treatment of
supply by an artist in various States and supply of goods by artists from galleries-
Circular No. 22/22/2017-GST dated 21st December, 2017

Various representations have been received regarding taxation of the supply of art works by
artists in different States other than the State in which they are registered as a taxable person.
In such cases, if the art work is selected by the buyer, then the supplier issues a tax invoice
only at the time of supply. It has been represented that the artists give their work of art to
galleries where it is exhibited for supply. There seems to be confusion regarding the treatment
of this activity whether it is taxable in the hands of the artist when the same is given to the art

gallery or at the time of actual supply by the gallery. Therefore, in exercise of the powers


https://www.klickongstworld.com/uploads/CGST/Circular/2017/1551772857.pdf
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conferred under section 168 (1) of the Central Goods and Services Tax Act, 2017, for the

purpose of uniformity in the implementation of the Act, it has been decided to clarify this matter.

2. It is seen that clause (c) of sub-rule (1) of rule 55 of the Central Goods and Services Tax
Rules, 2017 (hereafter referred as “the said Rules”) provides that the supplier shall issue a
delivery challan for the initial transportation of goods where such transportation is for reasons
other than by way of supply. Further, sub-rule (3) of the said rule provides that the said delivery
challan shall be declared as specified in rule 138 of the said Rules. It is also seen that sub-
rule (4) of rule 55 of the said Rules provides that 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.

3. A combined reading of the above provisions indicates that the art work for supply on
approval basis can be moved from the place of business of the registered person (artist) to
another place within the same State or to a place outside the State on a delivery challan along
with the eway bill wherever applicable and the invoice may be issued at the time of actual

supply of art work.

4. It is also clarified that the supplies of the art work from one State to another State will be
inter-State supplies and attract integrated tax in terms of section 5 of the Integrated Goods
and Services Tax Act, 2017.

5. It is further clarified that in case of supply by artists through galleries, there is no
consideration flowing from the gallery to the artist when the art works are sent to the gallery
for exhibition and therefore, the same is not a supply. It is only when the buyer selects a
particular art work displayed at the gallery, that the actual supply takes place and applicable

GST would be payable at the time of such supply.

7.1.2.3 Departmental Clarifications - Processing of refund applications for UIN entities-
Circular No. 36/10/2018-GST dated 13th March, 2018

The GST Council, in its 23rd meeting held at Guwahati on 10th November 2017, has decided
that the entities having Unique Identity Number (UIN) may be given centralized registration at
the option of such entities. Further, it was also decided that the Central Government will be
responsible for all administrative compliances in respect of such entities.

2. In order to clarify some of the issues and to ensure uniformity of implementation across field
formations, the Board, in exercise of its powers conferred under section 168 (1) of the Central
Goods and Services Tax Act, 2017 (hereinafter referred to as “CGST Act”) hereby clarifies the
following issues:


https://www.klickongstworld.com/uploads/CGST/Circular/2018/1551776480.pdf
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3. Status of registration for UINs:

i. Entities having UINs are given a special status under the CGST Act as these are not covered
under the definition of registered person. These entities have been granted UINs to enable
them to claim refund of GST paid on inward supply of goods or services or both received by
them. Therefore, if any such entity is making supply of goods or services or both in the course
or furtherance of business then such entity will need to apply for GSTIN as per the provisions
contained in the CGST Act read with the rules made thereunder.

ii. The process for applying for UIN has been outlined under Rule 17 of the Central Goods and
Services Tax Rules, 2017 (hereinafter referred to as “CGST Rules”). As stated in the said rule,
any person covered under clause (a) of sub-section (9) of section 25 of the CGST Act may
submit an application electronically in FORM GST REG-13 on the common portal. Therefore,
Specialised agency of the United Nations Organisation or any Multilateral Financial Institution
and Organisation notified under the United Nations (Privileges and Immunities) Act, 1947,
Consulate or Embassy of foreign countries shall apply for grant of UIN electronically by filling
FORM GST REG-13.

iii. Due to delays in making available FORM GST REG-13 on the common portal, an
alternative mechanism has been developed. Entities covered under clause (a) of sub-section
(9) of Section 25 of the CGST Act may approach the Protocol Division, Ministry of External
Affairs in this regard, who will facilitate grant of UINs in coordination with the Central Board of
Excise and Customs (CBEC) and GSTN.

iv. It is clarified that the facility of single UIN is optional and an entity may seek more than one
UIN.

4. Filing of return by UIN agencies:

i. The procedure for filing returns by UIN entities is specified under sub-rule (1) of Rule 82 of
the CGST Rules. The UIN entity is required to file details of inward supplies in FORM GSTR-
11.

ii. It may be noted that return in FORM GSTR-11 is required to be filed only for those tax
periods for which refund is being claimed. In other words, if an UIN entity is not claiming refund
for a particular period, it need not file return in FORM GSTR-11 for that period.

5. Applying for refund by UIN agencies:

i. All the entities who have been issued UINs and are notified under Section 55 of the CGST
Act will be eligible for refund of inward supply of goods or services in terms of notification No.
16/2017-Central Tax (Rate) dated 28th June 2017 as amended.

ii. It may be noted that the conditions specified under the said notification need to be complied
with while applying for refund claims. Further, field officers are hereby instructed to ensure
that all the certificates / undertaking etc. as stipulated in the said notification be duly checked
while processing the refund claims.

iii. The procedure for filing a refund application has been outlined under Rule 95 of the CGST
Rules which provides for filing of refund on quarterly basis in FORM RFD-10 along with a
statement of inward invoices in FORM GSTR-11. It is hereby clarified that FORM GSTR-11
along with FORM GST RFD-10 has to be filed separately for each of those quarters for which
refund claim is being filed.


https://www.klickongstworld.com/uploads/CGST/Rate%20Notification/2017/1551676364.pdf
https://www.klickongstworld.com/uploads/CGST/Rate%20Notification/2017/1551676364.pdf
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iv. Agencies which have been allotted UINs may visit User Manual / FAQ section on the
common portal (www.gst.gov.in) for step by step instructions on how to file FORM GSTR-11
and FORM RFD-10.

v. It is hereby clarified that all the entities claiming refund shall submit the duly filled in print
out of FORM RFD-10 to the jurisdictional Central Tax Commissionerate. All refund claims shall
be processed and sanctioned by respective Central Tax offices. In order to facilitate
processing of refund claims of UIN entities, a nodal officer has been designated in each State
details of whom are given in Annexure A. Application for refund claim may be submitted before
the designated Central Tax nodal officers in the State in which the UIN has been obtained.

vi. There may be cases where multiple UINs existed for the same entity but were later merged
into one single UIN. In such cases, field formations are requested to process refund claims for
earlier unmerged UINs also. Hence, the refund application will be made with the single UIN
only but invoices of old UINs may be declared in the refund claim, which may be accepted and
taken into account while processing the refund claim.

6. Passing of refund order and settlement of funds:

i. The facility of centralized UIN ensures that irrespective of the type of tax (CGST, SGST,
IGST or Cess) and the State where such inward supply of goods or services have been
procured, all refunds would be processed by Central authorities only. Therefore, field
formations are advised that all refunds are to be processed on merits irrespective of where
and which type of tax is paid on inward supply of goods or services or both by such entities.

ii. A monthly report as prescribed in Annexure B is required to be furnished to the Director
General of Goods and Services Tax by the 30th of the succeeding month.

ii. Field officers shall send a copy of the order passed for such refunds to their State
counterparts for information purposes only.

7.1.2.3A Departmental Clarifications - Queries regarding processing of refund
applications for UIN agencies- Circular No. 43/17/2018-GST dated 13th April, 2018

The Board vide Circular No. 36/10/2017 dated 13th March, 2018 clarified and specified the
detailed procedure for UIN refunds. After issuance of the Circular, a number of queries and
representations have been received regarding the processing of refund to agencies which
have been allotted UINs. In order to clarify some of the issues and to ensure uniformity in the
implementation of the provisions of the law across field formations, the Board, in exercise of
its powers conferred under section 168 of the Central Goods and Services Tax Act, 2017
(hereinafter referred to as “CGST Act”) hereby clarifies the following issues:

2. Providing statement of invoices while submitting the refund application:

2.1. The procedure for filing a refund application has been outlined under rule 95 of the Central
Goods and Services Tax Rules,2017 (hereinafter referred to as ,the CGST Rules") which
provides for filing of refund on a quarterly basis in FORM RFD-10 along with a statement of
inward invoices in FORM GSTR-11. It has come to the notice of the Board that the print version
of FORM GSTR-11 generated by the system does not have invoice-wise details. Therefore, it
is clarified that till the system generated FORM GSTR-11 does not have invoice-level details,


https://klickongstworld.com/uploads/misc/36-4-7.pdf
https://klickongstworld.com/uploads/misc/36-4-7.pdf
https://www.klickongstworld.com/uploads/CGST/Circular/2018/1551776883.pdf
https://www.klickongstworld.com/uploads/CGST/Circular/2018/1551776480.pdf
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UIN agencies are requested to manually furnish a statement containing the details of all the
invoices on which refund has been claimed, along with refund application.

2.2. Further, the officers are advised not to request for original or hard copy of the invoices
unless necessary.

3. No mention of UINs on Invoices:

3.1. It has been represented that many suppliers did not record the UINs on the invoices of
supplies of goods or services to UIN agencies. It is hereby clarified that the recording of UIN
on the invoice is a necessary condition under rule 46 of the CGST Rules, 2017. If suppliers /
vendors are not recording the UINs, action may be initiated against them under the provisions
of the CGST Act, 2017.

3.2. Further, in cases where, UIN has not been recorded on the invoices pertaining to refund
claim for the quarters of July — September 2017, October — December 2017 and January —
March 2018, a one-time waiver is being given by the Government, subject to the condition that
copies of such invoices will be submitted to the jurisdictional officers and will be attested by
the authorized representative of the UIN agency. Field officers are advised that the terms of
Notification No. 16/2017-Central Tax (Rate) dated 28th June 2017 and corresponding

notifications under the Integrated Goods and Services Tax Act, 2017, Union Territory Goods
and Services Tax Act, 2017 and respective State Goods and Services Tax Acts should be

satisfied while processing such refund claims.

7.1.2.4 Departmental Clarifications - Clarification on issues related to Job Work -
Circular N0.38/12/2018 dated 26th March, 2018

Various representations have been received regarding the procedures to be followed for
sending goods for job work and the related compliance requirements for the principal and the
job worker. In view of the difficulties being faced by the taxpayers and to ensure uniformity in
the implementation of the provisions of the law across the field formations, the Board, in
exercise of its powers conferred under section 168 (1) of the Central Goods and Services Tax
Act, 2017, (hereinafter referred to as the “CGST Act”) hereby clarifies the various issues raised
as below:

2. As per clause (68) of section 2 of the CGST Act, 2017, “job work” means any treatment or
process undertaken by a person on goods belonging to another registered person and the
expression “‘job worker” shall be construed accordingly. The registered person on whose
goods (inputs or capital goods) job work is performed is called the “Principal” for the purposes
of section 143 of the CGST Act. The said section which encapsulates the provisions related
to job work, provides that the registered principal may, without payment of tax, send inputs or
capital goods to a job worker for job work and, if required, from there subsequently to another
job worker and so on. Subsequently, on completion of the job work (by the last job worker),
the principal shall either bring back the goods to his place of business or supply (including
export) the same directly from the place of business/premises of the job worker within one
year in case of inputs or within three years in case of capital goods (except moulds and dies,
jigs and fixtures or tools).


https://www.klickongstworld.com/uploads/CGST/Rate%20Notification/2017/1551676364.pdf
https://www.klickongstworld.com/uploads/CGST/Circular/2018/1551776541.pdf
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3. It may be noted that the responsibility of keeping proper accounts of the inputs and capital
goods sent for job work lies with the principal. Moreover, if the time frame of one year / three
years for bringing back or further supplying the inputs / capital goods is not adhered to, the
activity of sending the goods for job work shall be deemed to be a supply by the principal on
the day when the said inputs / capital goods were sent out by him. Thus, essentially, sending
goods for job work is not a supply as such, but it acquires the character of supply only when
the inputs/capital goods sent for job work are neither received back by the principal nor
supplied further by the principal from the place of business / premises of the job worker within
one/three years of being sent out. It may be noted that the responsibility for sending the goods
for job work as well as bringing them back or supplying them has been cast on the principal.

4. With respect to the above legal requirements, various issues have been raised on the
following aspects:

a. Scope / ambit of job work;
b. Requirement of registration for a principal / job worker;
c. Supply of goods by the principal from the job worker’s place of business / premises;

d. Movement of goods from the principal to the job worker and the documents and intimation
required therefor;

e. Liability to issue invoice, determination of place of supply and payment of GST; and
f. Availability of input tax credit to the principal and the job worker.

5. Scope/ambit of job work: Doubts have been raised on the scope of job work and whether
any inputs, other than the goods provided by the principal, can be used by the job worker for
providing the services of job work. It may be noted that the definition of job work, as contained
in clause (68) of section 2 of the CGST Act, entails that the job work is a treatment or process
undertaken by a person on goods belonging to another registered person. Thus, the job worker
is expected to work on the goods sent by the principal and whether the activity is covered
within the scope of job work or not would have to be determined on the basis of facts and
circumstances of each case. Further, it is clarified that the job worker, in addition to the goods
received from the principal, can use his own goods for providing the services of job work.

6. Requirement of registration for the principal/ job worker: It is important to note that the
provisions of section 143 of the CGST Act are applicable to a registered person. Thus, it is
only a registered person who can send the goods for job work under the said provisions. It
may also be noted that the registered person (principal) is not obligated to follow the said
provisions. It is his choice whether or not to avail or not to avail of the benefit of these special
provisions.

6.1 Doubts have been raised about the requirement of obtaining registration by job workers
when they are located in the same State where the principal is located or when they are
located in a State different from that of the principal. It may be noted that the job worker is
required to obtain registration only if his aggregate turnover, to be computed on all India basis,
in a financial year exceeds the specified threshold limit (i.e. Rs 20 lakhs or Rs. 10 lakhs in
case of special category States except Jammu & Kashmir) in case both the principal and the
job worker are located in the same State. Where the principal and the job worker are located
in different States, the requirement for registration flows from clause (i) of section 24 of the
CGST Act which provides for compulsory registration of suppliers making any inter-State
supply of services. However, exemption from registration has been granted in case the
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aggregate turnover of the interState supply of taxable services does not exceed Rs 20 lakhs
or Rs. 10 lakhs in case of special category States except Jammu & Kashmir in a financial year
vide notification No. 10/2017 — Integrated Tax dated 13.10.2017. Therefore, it is clarified that
a job worker is required to obtain registration only in cases where his aggregate turnover, to
be computed on all India basis, in a financial year exceeds the threshold limit regardless of
whether the principal and the job worker are located in the same State or in different States.

7. Supply of goods by the principal from job worker’s place of business / premises:
Doubts have been raised as to whether the principal can supply goods directly from the job
worker’s place of business / premises to its end customer and if yes, whether the supply will
be regarded as having been made by the principal or by the job worker. It is clarified that the
supply of goods by the principal from the place of business / premises of the job worker will
be regarded as supply by the principal and not by the job worker as specified in section
143(1)(a) of the CGST Act.

8. Movement of goods from the principal to the job worker and the documents and intimation
required therefor:

8.1 Issues: Doubts have been raised about the documents required to be issued for sending
the goods (i) by the principal to the job worker, (ii) from one job worker to another job worker;
and (iii) from the job worker back to the principal.

8.2 Legal provisions: Section 143 of the CGST Act provides that the principal may send
and/or bring back inputs/capital goods for job work without payment of tax, under intimation to
the proper officer and subject to the prescribed conditions. Rule 45 of the CGST Rules
provides that the inputs, semi-finished goods or capital goods being sent for job work
(including that being sent from one job worker to another job worker for further job work or
those being sent directly to a job worker) shall be sent under the cover of a challan issued by
the principal, containing the details specified in rule 55 of the CGST Rules. This rule has been
amended vide notification No. 14/2018-Central tax dated 23.03.2018 to provide that a job
worker may endorse the challan issued by the principal. The principal is also required to file
FORM GST ITC-04 every quarter stating the said details. Further, as per the provisions
contained in rule 138 of the CGST Rules, an e-way bill is required to be generated by every
registered person who causes movement of goods of consignment value exceeding fifty
thousand rupees even in cases where such movement is for reasons other than for supply
(e.g. in case of movement for job work). Further, the third proviso to rule 138(1) of the CGST
Rules provides that the e-way bill shall be generated either by the principal or by the registered
job worker irrespective of the value of the consignment, where goods are sent by a principal
located in one State/Union territory to a job worker located in any other State/ Union territory.

8.3 As mentioned above, rule 45 of the CGST Rules provides that inputs, semi-finished goods
or capital goods shall be sent to the job worker under the cover of a challan issued by the
principal, including in cases where such goods are sent directly to a job worker. Further, rule
55 of the CGST Rules provides that the consignor may issue a delivery challan containing the
prescribed particulars in case of transportation of goods for job work. It may be noted that rule
45 provides for the issuance of a challan by the principal whereas rule 55 provides that the
consignor may issue the delivery challan. It is also important to note that as per the provisions
contained in rule 138 of the CGST Rules, an e-way bill is required to be generated by every
registered person who causes movement of goods of consignment value exceeding fifty
thousand rupees even in cases where such movement is for reasons other than for supply
(e.g. in case of movement for job work). The third proviso to rule 138(1) of the CGST Rules
provides that the e-way bill shall be generated either by the principal or by the registered job
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worker irrespective of the value of the consignment, where goods are sent by a principal
located in one State/Union territory to a job worker located in any other State/ Union territory.
It may also be noted that as per Explanation 1 to rule 138(3) of the CGST Rules, where the
goods are supplied by an unregistered supplier to a registered recipient, the movement shall
be said to be caused by such recipient if the recipient is known at the time of commencement
of the movement of goods. In other words, the e-way bill shall be generated by the principal,
wherever required, in case the job worker is unregistered.

8.4 Clarification: On conjoint reading of the relevant legal provisions, the following is clarified
with respect to the issuance of challan, furnishing of intimation and other documentary
requirements in this regard:

(i) Where goods are sent by principal to only one job worker: The principal shall prepare
in triplicate, the challan in terms of rules 45 and 55 of the CGST Rules, for sending the goods
to a job worker. Two copies of the challan may be sent to the job worker along with the goods.
The job worker should send one copy of the said challan along with the goods, while returning
them to the principal. The FORM GST ITC-04 will serve as the intimation as envisaged under
section 143 of the CGST Act, 2017.

(i) Where goods are sent from one job worker to another job worker: In such cases, the
goods may move under the cover of a challan issued either by the principal or the job worker.
In the alternative, the challan issued by the principal may be endorsed by the job worker
sending the goods to another job worker, indicating therein the quantity and description of
goods being sent. The same process may be repeated for subsequent movement of the goods
to other job workers.

(iif) Where the goods are returned to the principal by the job worker: The job worker
should send one copy of the challan received by him from the principal while returning the
goods to the principal after carrying out the job work.

(iv) Where the goods are sent directly by the supplier to the job worker: In this case, the
goods may move from the place of business of the supplier to the place of business/premises
of the job worker with a copy of the invoice issued by the supplier in the name of the buyer
(i.e. the principal) wherein the job worker's name and address should also be mentioned as
the consignee, in terms of rule 46(0) of the CGST Rules. The buyer (i.e., the principal) shall
issue the challan under rule 45 of the CGST Rules and send the same to the job worker directly
in terms of para (i) above. In case of import of goods by the principal which are then supplied
directly from the customs station of import, the goods may move from the customs station of
import to the place of business/premises of the job worker with a copy of the Bill of Entry and
the principal shall issue the challan under rule 45 of the CGST Rules and send the same to
the job worker directly.

v) Where goods are returned in piecemeal by the job worker: In case the goods after
carrying out the job work, are sent in piecemeal quantities by a job worker to another job
worker or to the principal, the challan issued originally by the principal cannot be endorsed
and a fresh challan is required to be issued by the job worker.

(vi) Submission of intimation: Rule 45(3) of the CGST Rules provides that the principal is
required to furnish the details of challans in respect of goods sent to a job worker or received
from a job worker or sent from one job worker to another job worker during a quarter in FORM
GST ITC-04 by the 25th day of the month succeeding the quarter or within such period as may
be extended by the Commissioner. It is clarified that it is the responsibility of the principal to
include the details of all the challans relating to goods sent by him to one or more job worker
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or from one job worker to another and its return therefrom. The FORM GST ITC-04 will serve
as the intimation as envisaged under section 143 of the CGST Act.

9. Liability to issue invoice, determination of place of supply and payment of GST:

9.1 Issues: Doubts have been raised about the time, value and place of supply in the hands
of principal or job worker as also about the issuance of invoices by the principal or job worker,
as the case may be, with regard to the supply of goods from principal to the recipient from the
job worker’s place of business / premises and the supply of services by the job worker.

9.2 Legal provisions: As mentioned earlier, section 143 of the CGST Act provides that the
inputs/capital goods may be sent for job work without payment of tax and unless they are
brought back by the principal, or supplied from the place of business / premises of the job
worker within a period of one / three years, as the case may be, it would be deemed that such
inputs or capital goods (other than moulds and dies, jigs and fixtures or tools) have been
supplied by the principal to the job worker on the day when the said inputs or capital goods
were sent out. Further, the job worker is liable to pay GST on the supply of job work services.

9.3 The provisions relating to time of supply are contained in sections 12 and 13 of the CGST
Act and that for determining the value of supply are in section 15 of the CGST Act. The
provisions relating to place of supply are contained in section 10 of the IGST Act, 2017.
Further, the provisions relating to the issuance of an invoice are contained in section 31 of the
CGST Act read with rule 46 of the CGST Rules.

9.4 On conjoint reading of all the provisions, the following is clarified with respect to the
issuance of an invoice, time of supply and value of supply:

(i) Supply of job work services: The job worker, as a supplier of services, is liable to pay
GST if he is liable to be registered. He shall issue an invoice at the time of supply of the
services as determined in terms of section 13 read with section 31 of the CGST Act. The value
of services would be determined in terms of section 15 of the CGST Act and would include
not only the service charges but also the value of any goods or services used by him for
supplying the job work services, if recovered from the principal. Doubts have been raised
whether the value of moulds and dies, jigs and fixtures or tools which have been provided by
the principal to the job worker and have been used by the latter for providing job work services
would be included in the value of job work services. In this regard, attention is invited to section
15 of the CGST Act which lays down the principles for determining the value of any supply
under GST. Importantly, clause (b) of sub-section (2) of section 15 of the CGST Act provides
that any amount that the supplier is liable to pay in relation to the supply but which has been
incurred by the recipient will form part of the valuation for that particular supply, provided it
has not been included in the price for such supply. Accordingly, it is clarified that the value of
such moulds and dies, jigs and fixtures or tools may not be included in the value of job work
services provided its value has been factored in the price for the supply of such services by
the job worker. It may be noted that if the job worker is not registered, GST would be payable
by the principal on reverse charge basis in terms of the provisions contained in section 9(4) of
the CGST Act. However, the said provision has been kept in abeyance for the time being.

(ii) Supply of goods by the principal from the place of business/ premises of job worker:
Section 143 of the CGST Act provides that the principal may supply, from the place of business
/ premises of a job worker, inputs after completion of job work or otherwise or capital goods
(other than moulds and dies, jigs and fixtures or tools) within one year or three years
respectively of their being sent out, on payment of tax within India, or with or without payment
of tax for exports, as the case may be. This facility is available to the principal only if he
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declares the job worker’s place of business / premises as his additional place of business or
if the job worker is registered.

Since the supply is being made by the principal, it is clarified that the time, value and place of
supply would have to be determined in the hands of the principal irrespective of the location
of the job worker’s place of business/premises. Further, the invoice would have to be issued
by the principal. It is also clarified that in case of exports directly from the job worker’s place
of business/premises, the LUT or bond, as the case may be, shall be executed by the principal.
lllustration: The principal is located in State A, the job worker in State B and the recipient in
State C. In case the supply is made from the job worker’s place of business / premises, the
invoice will be issued by the supplier (principal) located in State A to the recipient located in
State C. The said transaction will be an inter-State supply. In case the recipient is also located
in State A, it will be an intra-State supply.

(iif) Supply of waste and scrap generated during the job work: Sub - section (5) of Section
143 of the CGST Act provides that the waste and scrap generated during the job work may
be supplied by the registered job worker directly from his place of business or by the principal
in case the job worker is not registered. The principles enunciated in para (ii) above would
apply mutatis mutandis in this case.

9.5 Violation of conditions laid down in section 143: As per the provisions contained in
section 143 of the CGST Act, if the inputs or capital goods (other than moulds and dies, jigs
and fixtures or tools) are neither received back by the principal nor supplied from the job
worker’s place of business within the specified time period, the inputs or capital goods (other
than moulds and dies, jigs and fixtures or tools) would be deemed to have been supplied by
the principal to the job worker on the day when such inputs or capital goods were sent out to
the first job worker.

9.6 Thus, if the inputs or capital goods are neither returned nor supplied from the job worker’'s
place of business / premises within the specified time period, the principal would issue an
invoice for the same and declare such supplies in his return for that particular month in which
the time period of one year / three years has expired. The date of supply shall be the date on
which such inputs or capital goods were initially sent to the job worker and interest for the
intervening period shall also be payable on the tax. If such goods are returned by the job
worker after the stipulated time period, the same would be treated as a supply by the job
worker to the principal and the job worker would be liable to pay GST if he is liable for
registration in accordance with the provisions contained in the CGST Act read with the rules
made thereunder. It may be noted that if the job worker is not registered, GST would be
payable by the principal on reverse charge basis in terms of the provisions contained in section
9(4) of the CGST Act. However, the said provision has been kept in abeyance for the time
being. Further, there is no requirement of either returning back or supplying the goods from
the job worker’s place of business/premises as far as moulds and dies, jigs and fixtures, or
tools are concerned.

10. Availability of input tax credit to the principal and job worker: Doubts have been
raised regarding the availability of input tax credit (ITC) to the principal in respect of inputs /
capital goods that are directly received by the job worker. Doubts have also been raised
whether the job worker is eligible for ITC in respect of inputs, etc. used by him in supplying job
work services. It is clarified that, in view of the provisions contained in clause (b) of sub-section
(2) of section 16 of the CGST Act, the input tax credit would be available to the principal,
irrespective of the fact whether the inputs or capital goods are received by the principal and
then sent to the job worker for processing, etc. or whether they are directly received at the job
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worker’s place of business/premises, without being brought to the premises of the principal. It
is also clarified that the job worker is also eligible to avail ITC on inputs, etc. used by him in
supplying the job work services if he is registered.

7.1.2.4A Departmental Clarifications - Changes in Circulars issued earlier under the
CGST Act, 2017- Circular No. 88/07/2019-GST dated 1st February, 2019

The CGST (Amendment) Act, 2018, SGST Amendment Acts of the respective States, IGST
(Amendment) Act, 2018, UTGST (Amendment) Act, 2018 and the GST (Compensation to
States) (Amendment) Act, 2018 (hereafter referred to as the GST Amendment Acts) have
been brought in force with effect from 01.02.2019.

2. Consequent to the GST Amendment Acts, the following circulars issued earlier under the
CGST Act, 2017 are hereby amended with effect from 01.02.2019, to the extent detailed in
the succeeding paragraphs.

4 Circular No. 38/12/2018 dated 26.03.2018

This circular is revised in view of the amendment carried out in section 143 of the CGST Act,
2017 vide section 29 of the CGST (Amendment) Act, 2018 empowering the Commissioner to
extend the period for return of inputs and capital goods from the job worker. Further on account
of amendment carried out in section 9(4) of the CGST Act, 2017 vide section 4 of the CGST
(Amendment) Act, 2018 done in relation to reverse charge, certain amendments to the Circular
are required. Accordingly, the original and the amended relevant para of the circular are
detailed hereunder.

4.1 Original Para 2.

As per clause (68) of section 2 of the CGST Act, 2017.............. Subsequently, on completion
of the job work (by the last job worker), the principal shall either bring back the goods to his
place of business or supply (including export) the same directly from the place of
business/premises of the job worker within one year in case of inputs or within three years in
case of capital goods (except moulds and dies, jigs and fixtures or tools).

4.2 Amended Para 2.

As per clause (68) of section 2 of the CGST Act, 2017, “job work” means any treatment or
process undertaken by a person on goods belonging to another registered person and the
expression “‘job worker” shall be construed accordingly. The registered person on whose
goods (inputs or capital goods) job work is performed is called the “Principal” for the purposes
of section 143 of the CGST Act. The said section which encapsulates the provisions related
to job work, provides that the registered principal may, without payment of tax, send inputs or
capital goods to a job worker for job work and, if required, from there subsequently to another
job worker and so on. Subsequently, on completion of the job work (by the last job worker),
the principal shall either bring back the goods to his place of business or supply (including
export) the same directly from the place of business/premises of the job worker within the time
specified under section 143.

4.3 Original Para 3.
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It may be noted .......... Moreover, if the time frame of one year / three years for bringing back
or further supplying the inputs / capital goods is not adhered to, the activity of sending the
goods for job work shall be deemed to be a supply by the principal on the day when the said
inputs / capital goods were sent out by him. Thus, essentially, sending goods for job work is
not a supply as such, but it acquires the character of supply only when the inputs/capital goods
sent for job work are neither received back by the principal nor supplied further by the principal
from the place of business / premises of the job worker within one/three years of being sent
out. ... ...... cast on the principal.

4.4 Amended Para 3.

It may be noted that the responsibility of keeping proper accounts of the inputs and capital
goods sent for job work lies with the principal. Moreover, if the time frame specified under
section 143 for bringing back or further supplying the inputs / capital goods is not adhered to,
the activity of sending the goods for job work shall be deemed to be a supply by the principal
on the day when the said inputs / capital goods were sent out by him. Thus, essentially,
sending goods for job work is not a supply as such, but it acquires the character of supply only
when the inputs/capital goods sent for job work are neither received back by the principal nor
supplied further by the principal from the place of business / premises of the job worker within
the specified time period (under section 143) of being sent out. It may be noted that the
responsibility for sending the goods for job work as well as bringing them back or supplying
them has been cast on the principal.

4.5 Original Para 6.1

Doubts have been raised ............ It may be noted that the job worker is required to obtain
registration only if his aggregate turnover, to be computed on all India basis, in a financial year
exceeds the specified threshold limit (i.e. Rs 20 lakhs or Rs. 10 lakhs in case of special
category States except Jammu & Kashmir) in case both the principal and the job worker are
located in the same State. ........... However, exemption from registration has been granted in
case the aggregate turnover of the inter-State supply of taxable services does not exceed Rs
20 lakhs or Rs. 10 lakhs in case of special category States except Jammu & Kashmir in a
financial year vide notification No. 10/2017 — Integrated Tax dated 13.10.2017. Therefore,
........ States.

4.6 Amended Para 6.1

Doubts have been raised about the requirement of obtaining registration by job workers when
they are located in the same State where the principal is located or when they are located in
a State different from that of the principal. It may be noted that the job worker is required to
obtain registration only if his aggregate turnover, to be computed on all India basis, in a
financial year exceeds the specified threshold limit as specified in sub-section (1) of section
22 of the said Act, read with clause (iii) of the Explanation to the said section in case both the
principal and the job worker are located in the same State. Where the principal and the job
worker are located in different States, the requirement for registration flows from clause (i) of
section 24 of the CGST Act which provides for compulsory registration of suppliers making
any inter-State supply of services. However, exemption from registration has been granted in
case the aggregate turnover of the inter-State supply of taxable services does not exceed the
specified threshold limit as specified in sub-section (1) of section 22 of the said Act, read with
clause (iii) of the Explanation to the said section in a financial year vide notification No. 10/2017
— Integrated Tax dated 13.10.2017 as amended vide notification No 3/2019- Integrated Tax,
dated 29.01.19. Therefore, it is clarified that a job worker is required to obtain registration only
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in cases where his aggregate turnover, to be computed on all India basis, in a financial year
exceeds the threshold limit regardless of whether the principal and the job worker are located
in the same State or in different States.

4.7 Original Para 9.4.(i.)

(i) Supply of job work services: The job worker, ................ not been included in the price for
such supply. Accordingly, it is clarified that the value of such moulds and dies, jigs and fixtures
or tools may not be included in the value of job work services provided its value has been
factored in the price for the supply of such services by the job worker. It may be noted that if
the job worker is not registered, GST would be payable by the principal on reverse charge
basis in terms of the provisions contained in section 9(4) of the CGST Act. However, the said
provision has been kept in abeyance for the time being.

4.8 Amended Para: 9.4.(i)

(i.) Supply of job work services :The job worker, as a supplier of services, is liable to pay GST
if he is liable to be registered. He shall issue an invoice at the time of supply of the services
as determined in terms of section 13 read with section 31 of the CGST Act. The value of
services would be determined in terms of section 15 of the CGST Act and would include not
only the service charges but also the value of any goods or services used by him for supplying
the job work services, if recovered from the principal. Doubts have been raised whether the
value of moulds and dies, jigs and fixtures or tools which have been provided by the principal
to the job worker and have been used by the latter for providing job work services would be
included in the value of job work services. In this regard, attention is invited to section 15 of
the CGST Act which lays down the principles for determining the value of any supply under
GST. Importantly, clause (b) of sub-section (2) of section 15 of the CGST Act provides that
any amount that the supplier is liable to pay in relation to the supply but which has been
incurred by the recipient will form part of the valuation for that particular supply, provided it
has not been included in the price for such supply. Accordingly, it is clarified that the value of
such moulds and dies, jigs and fixtures or tools may not be included in the value of job work
services provided its value has been factored in the price for the supply of such services by
the job worker.

4.9 Original Para 9.6

Thus, ifthe ................. If such goods are returned by the job worker after the stipulated time
period, the same would be treated as a supply by the job worker to the principal and the job
worker would be liable to pay GST if he is liable for registration in accordance with the
provisions contained in the CGST Act read with the rules made thereunder. It may be noted
that if the job worker is not registered, GST would be payable by the principal on reverse
charge basis in terms of the provisions contained in section 9(4) of the CGST Act. However,
the said provision has been kept in abeyance for the time being. Further, there is no
requirement of either returning back or supplying the goods from the job worker’s place of
business/premises as far as moulds and dies, jigs and fixtures, or tools are concerned.

4.10 Amended Para 9.6

Thus, if the inputs or capital goods are neither returned nor supplied from the job worker’s
place of business / premises within the specified time period, the principal would issue an
invoice for the same and declare such supplies in his return for that particular month in which
the time period of one year / three years has expired. The date of supply shall be the date on
which such inputs or capital goods were initially sent to the job worker and interest for the
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intervening period shall also be payable on the tax. If such goods are returned by the job
worker after the stipulated time period, the same would be treated as a supply by the job
worker to the principal and the job worker would be liable to pay GST if he is liable for
registration in accordance with the provisions contained in the CGST Act read with the rules
made thereunder. Further, there is no requirement of either returning back or supplying the
goods from the job worker’s place of business/premises as far as moulds and dies, jigs and
fixtures, or tools are concerned.

7.1.2.5 Departmental Clarifications - Compliance of rule 46(n) of the CGST Rules, 2017
while issuing invoices in case of inter- State supply- Circular No. 90/09/2019-GST dated
18th February, 2019

A registered person supplying taxable goods or services or both is required to issue a tax
invoice as per the provisions contained in section 31 of the Central Goods and Services Tax
Act, 2017 (CGST Act for short). Rule 46 of the Central Goods and Services Tax Rules, 2017
(CGST Rules for short) specifies the particulars which are required to be mentioned in a tax
invoice.

2. It has been brought to the notice of the Board that a number of registered persons
(especially in the banking, insurance and telecom sectors, etc.) are not mentioning the place
of supply along with the name of the State in case of a supply made in the course of inter State
trade or commerce in contravention of rule 46(n) of the CGST Rules which mandates that the
said details must be mentioned in a tax invoice. In order to ensure uniformity in the
implementation of the provisions of law across the field formations, the Board, in exercise of
its powers conferred by section 168 (1) of the Central Goods and Services Tax Act, 2017,
hereby issues the following instructions.

3. After introduction of GST, which is a destination-based consumption tax, it is essential to
ensure that the tax paid by a registered person accrues to the State in which the consumption
of goods or services or both takes place. In case of inter-State supply of goods or services or
both, this is ensured by capturing the details of the place of supply along with the name of the
State in the tax invoice.

4. It is therefore, instructed that all registered persons making supply of goods or services or
both in the course of inter-State trade or commerce shall specify the place of supply along
with the name of the State in the tax invoice. The provisions of sections 10 and 12 of the
Integrated Goods and Services Tax Act, 2017 may be referred to in order to determine the
place of supply in case of supply of goods and services respectively. Contravention of any of
the provisions of the Act or the rules made there under attracts penal action under the
provisions of sections 122 or 125 of the CGST Act.

7.1.2.6 Departmental Clarifications - Clarification in respect of goods sent/taken out of
India for exhibition or on consignment basis for export promotion- Circular No.
108/27/2019-GST dated 18th July, 2019



https://www.klickongstworld.com/uploads/CGST/Circular/2019/1551668456.pdf
https://www.klickongstworld.com/uploads/CGST/Circular/2019/1551668456.pdf
https://www.klickongstworld.com/uploads/SGST/CIRCULAR/Andhra%20pradesh/1563799760.pdf
https://www.klickongstworld.com/uploads/SGST/CIRCULAR/Andhra%20pradesh/1563799760.pdf
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Various representations have been received from the trade and industry regarding procedure
to be followed in respect of goods sent / taken out of India for exhibition or on consignment
basis for export promotion. Such goods sent / taken out of India crystallise into exports, wholly
or partly, only after a gap of certain period from the date they were physically sent / taken out
of India.

2. The matter has been examined and in view of the difficulties being faced by the trade and
industry and to ensure uniformity in the implementation of the provisions of the law across the
field formations, the Board, in exercise of its powers conferred under section 168(1) of the
Central Goods and Services Tax Act, 2017 (hereinafter referred to as the “CGST Act”) hereby
clarifies various issues in succeeding paragraphs.

3. As per section 7 of the CGST Act, for any activity or transaction to be considered a supply,
it must satisfy twin tests namely-

(i) it should be for a consideration by a person; and
(ii) it should be in the course or furtherance of business.

4. The exceptions to the above are the activities enumerated in Schedule | of the CGST Act
which are treated as supply even if made without consideration. Further, sub-section (21) of
section 2 of the Integrated Goods and Services Tax Act, 2017 (hereinafter referred to as the
“IGST Act”) defines “supply”, wherein it is clearly stated that it shall have the same meaning
as assigned to it in section 7 of the CGST Act.

5. Section 16 of the IGST Act deals with “Zero rated supply”. The provisions contained in the
said section read as under:

16. (1) “zero rated supply” means any of the following supplies of goods or services or
both, namely:—

(a) export of goods or services or both; or

(b) supply of goods or services or both to a Special Economic Zone developer or a
Special Economic Zone unit.

Therefore, it can be concluded that only such ,supplies® which are either ,export" or are ,supply
to SEZ unit / developer® would qualify as zero-rated supply.

6. It is, accordingly, clarified that the activity of sending / taking the goods out of India for
exhibition or on consignment basis for export promotion, except when such activity satisfy the
tests laid down in Schedule | of the CGST Act (hereinafter referred to as the “specified goods”),
do not constitute supply as the said activity does not fall within the scope of section 7 of the
CGST Act as there is no consideration at that point in time. Since such activity is not a supply,
the same cannot be considered as “Zero rated supply” as per the provisions contained in
section 16 of the IGST Act.

7. Since the activity of sending / taking specified goods out of India is not a supply, doubts
have been raised by the trade and industry on issues relating to maintenance of records,
issuance of delivery challan / tax invoice etc. These issues have been examined and the
clarification on each of these points is as under: -

SI.No. Issue Clarification
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Whether any records are
required to be maintained by
registered person for
sending/taking specified goods
out of India?

The registered person dealing in specified goods
shall maintain a record of such goods as per the
format at Annexure to this Circular.

What is the documentation
required for sending/taking the
specified goods out of India?

()As clarified above, the activity off
sending/taking specified goods out of India is
not a supply.

(b)[The said activity is in the nature of "sale on
approval basis" wherein the goods are
sent/taken outside India for the approval of]
the person located abroad and it is only when
the said goods are approved that the actual
supply from the exporter located in India to
the importer located abroad takes place. The
activity of sending/taking specified goods is
covered under the provisions of sub-section
(7) of section 31 of the CGST Act read with
rule 55 of Central Goods & Services Tax
Rules, 2017 (hereinafter referred to as the
"CGST Rules").

(c)[The specified goods shall be accompanied
with a delivery challan issued in accordance
with the provisions contained in rule 55 of the
CGST Rules.

(d)|As clarified in paragraph 6 above, the activity,
of sending/taking specified goods out of India
is not a zero-rated supply. That being the
case, execution of a bond or LUT, as
required under section 16 of the IGST Act, is
not required.

When is the supply of specified
goods sent /taken out of India
said to take place?

(a)[The specified goods sent/taken out of India
are required to be either sold or brought back
within the stipulated period of six months
from the date of removal as per the
provisions contained in sub-section (7) of
section 31 of the CGST Act.

(b)[The supply would be deemed to have taken
place, on the expiry of six months from the
date of removal, if the specified goods are
neither sold abroad nor brought back within
the said period.
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(€)

If the specified goods are sold abroad, fully
or partially, within the specified period of six
months, the supply is effected, in respect of
quantity so sold, on the date of such sale.

Whether invoice is required to be
issued when the specified goods
sent/taken out of India are not
brought back, either fully or
partially, within the stipulated
period?

(@)

\When the specified goods sent/taken out of
India have been sold fully or partially, within
the stipulated period of six months, as laid
down in sub-section (7) of section 31 of the
CGST Act, the sender shall issue a tax
invoice in respect of such quantty of
specified goods which has been sold abroad,
in accordance with the provisions contained
in section 12 and section 31 of the CGST Act
read with rule 46 of the CGST Rules.

(b)

When the specified goods sent/taken out of]
India have neither been sold nor brought
back, either fully or partially, within the
stipulated period of six months, as laid down
in sub-section (7) of section 31 of the CGST|
Act, the sender shall issue a tax invoice on
the date of expiry of six months from the date
of removal, in respect of such quantity of
specified goods which have neither been
sold nor brought back, in accordance with
the provisions contained in section 12 and
section 31 of the CGST Act read with rule 46
of the CGST Rules.

Whether the refund claims can
be preferred in respect of
specified goods sent/taken out of
India but not brought back?

(@)

As clarified in para 5 above, the activity of]
sending/taking specified goods out of India is
not a zero-rated supply. That being the case,
the sender of goods cannot prefer any refund
claim when the specified goods are sent/
taken out of India.

(b)

It has further been clarified in answer to
guestion no. 3 above that the supply would
be deemed to have taken place:

(i) | on the date of expiry of six months
from the date of removal, if the
specified goods are neither sold nor
brought back within the said period;
or

(ii) | on the date of sale, in respect of
such quantity of specified goods
which have been sold abroad within

the specified period of six months.

(c)

It is clarified accordingly that the sender can
prefer refund claim even when the specified
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goods were sent/ taken out of India without
execution of a bond or LUT, if he is otherwise
eligible for refund as per the provisions
contained in sub-section (3) of section 54 the
CGST Act read with sub-rule (4) of rule 89 of
the CGST Rules, in respect of zero rated
supply of goods after he has issued the tax
invoice on the dates as has been clarified in
answer to the question no. 4 above. It is
further clarified that refund claim cannot be
preferred under rule 96 of CGST Rules as
supply is taking place at a time after the
goods have already been sent/taken out of
India earlier.

8. The above position is explained by way of illustrations below:
Illustrations:

i) M/s ABC sends 100 units of specified goods out of India. The activity of merely sending /
taking such specified goods out of India is not a supply. No tax invoice is required to be issued
in this case but the specified goods shall be accompanied with a delivery challan issued in
accordance with the provisions contained in rule 55 of the CGST Rules. In case the entire
guantity of specified goods is brought back within the stipulated period of six months from the
date of removal, no tax invoice is required to be issued as no supply has taken place in such
a case. In case, however, the entire quantity of specified goods is neither sold nor brought
back within six months from the date of removal, a tax invoice would be required to be issued
for entire 100 units of specified goods in accordance with the provisions contained in section
12 and section 31 of the CGST Act read with rule 46 of the CGST Rules within the time period
stipulated under sub-section (7) of section 31 of the CGST Act.

i) M/s ABC sends 100 units of specified goods out of India. The activity of sending / taking
such specified goods out of India is not a supply. No tax invoice is required to be issued in this
case but the specified goods shall be accompanied with a delivery challan issued in
accordance with the provisions contained in rule 55 of the CGST Rules. If 10 units of specified
goods are sold abroad say after one month of sending / taking out and another 50 units are
sold say after two months of sending / taking out, a tax invoice would be required to be issued
for 10 units and 50 units, as the case may be, at the time of each of such sale in accordance
with the provisions contained in section 12 and section 31 of the CGST Act read with rule 46
of the CGST Rules. If the remaining 40 units are not brought back within the stipulated period
of six months from the date of removal, a tax invoice would be required to be issued for 40
units in accordance with the provisions contained in section 12 and section 31 of the CGST
Act read with rule 46 of the CGST Rules. Further, M/s ABC may claim refund of accumulated
input tax credit in accordance with the provisions contained in subsection (3) of section 54 of
the CGST Act read with sub-rule (4) of rule 89 of the CGST Rules in respect of zero-rated
supply of 60 units.

7.1.2.7 Departmental Clarifications - Clarification in respect of certain challenges faced
by the registered persons in implementation of provisions of GST Laws- Circular No.
137/07/2020-GST dated 13th April, 2020



https://www.klickongstworld.com/uploads/CGST/Circular/1586947808.pdf
https://www.klickongstworld.com/uploads/CGST/Circular/1586947808.pdf
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Circular N0.136/06/2020-GST, dated 03.04.2020 had been issued to clarify doubts regarding

relief measures taken by the Government for facilitating taxpayers in meeting the compliance
requirements under various provisions of the Central Goods and Services Tax Act, 2017
(hereinafter referred to as the “CGST Act”) on account of the measures taken to prevent the
spread of Novel Corona Virus (COVID-19). It has been brought to the notice of the Board that
certain challenges are being faced by taxpayers in adhering to the compliance requirements
under various other provisions of the CGST Act which also need to be clarified.

2. The issues raised have been examined and in order to ensure uniformity in the
implementation of the provisions of the law across the field formations, the Board, in exercise
of its powers conferred under section 168(1) of the CGST Act hereby clarifies as under:

S.
No.

Issue

Clarification

1.

An advance is received by a supplier for a
Service contract which subsequently got
cancelled. The supplier has issued the
invoice before supply of service and paid the
GST thereon. Whether he can claim refund
of tax paid or is he required to adjust his tax
liability in his returns ?

In case GST is paid by the supplier on
advances received for a future event which
got cancelled subsequently and for which
invoice is issued before supply of service the
supplier is required to issue a "credit note" in
terms of section 34 of the CGST Act. He
shall declare the details of such credit notes
in the return for the month during which such
credit note has been issued. The tax liability
shall be adjusted in the return subject to
conditions of section 34 of the CGST Act.
There is no need to file a separate refund
claim.

However, in cases where there is no output
liability against which a credit note can be
adjusted, registered persons may proceed
to file a claim under "Excess payment of tax,
if any" through FORM GST RFD-01.

An advance is received by a supplier for a
Service contract which got cancelled
subsequently. The supplier has issued
receipt voucher and paid the GST on such
advance received. Whether he can claim
refund of tax paid on advance or he is
required to adjust his tax liability in his
returns?

In case GST is paid by the supplier on
advances received for an event which got
cancelled subsequently and for which no
invoice has been issued in terms of section
31(2) of the CGST Act, he is required to
issue a "refund voucher" in terms of section
31(3)(e) of the CGST Act read with rule 51
of the CGST Rules.

The taxpayer can apply for refund of GST
paid on such advances by filing FORM GST
RFD-01 under the category "Refund of
excess payment of tax".



https://www.klickongstworld.com/uploads/CGST/tax%20notification/1585978528.pdf
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Goods supplied by a supplier under cover of
a tax invoice are returned by the recipient.
Whether he can claim refund of tax paid or is
he required to adjust his tax liability in his
returns ?

In such a case where the goods supplied by
a supplier are returned by the recipient and
where tax invoice had been issued, the
supplier is required to issue a "credit note" in
terms of section 34 of the CGST Act. He
shall declare the details of such credit notes
in the return for the month during which such
credit note has been issued. The tax liability
shall be adjusted in the return subject to
conditions of section 34 of the CGST Act.
There is no need to file a separate refund
claim in such a case.

However, in cases where there is no output
liability against which a credit note can be
adjusted, registered persons may proceed
to file a claim under "Excess payment of tax,
if any" through FORM GST RFD-01.

Letter of Undertaking (LUT) furnished for the
purposes of zerorated supplies as per
provisions of section 16 of the Integrated
Goods and Services Tax Act, 2017 read with
rule 96A of the CGST Rules has expired on
31.03.2020. Whether a registered person
can still make a zero-rated supply on such
LUT and claim refund accordingly or does he
have to make such supplies on payment of
IGST and claim refund of such IGST ?

Notification No. 37/2017-Central Tax, dated
04.10.2017, requires LUT to be furnished for
a financial year. However, in terms of
notification No. 35/2020 Central Tax dated
03.04.2020, where the requirement under
the GST Law for furnishing of any report,
document, return, statement or such other
record falls during between the period from
20.03.2020 to 29.06.2020, has been
extended till 30.06.2020.

Therefore, in terms of Notification No.
35/2020-Central Tax, time limit for filing of
LUT for the year 2020-21 shall stand
extended to 30.06.2020 and the taxpayer
can continue to make the supply without
payment of tax under LUT provided that the
FORM GST RFD-11 for 2020-21 is furnished
on or before 30.06.2020. Taxpayers may
guote the reference no of the LUT for the
year 2019-20 in the relevant documents.

While making the payment to recipient,
amount equivalent to one per cent was
deducted as per the provisions of section 51
of Central Goods and Services Tax Act, 2017
i.e. Tax Deducted at Source (TDS). Whether
the date of deposit of such payment has also
been extended vide notification N. 35/2020-
Central Tax dated 03.04.2020?

As per notification No. 35/2020-Central Tax
dated 03.04.2020, where the timeline for any
compliance required as per sub-section (3)
of section 39 and section 51 of the Central
Goods and Services Tax Act, 2017 falls
during the period from 20.03.2020 to
29.06.2020, the same has been extended till
30.06.2020. Accordingly, the due date for
furnishing of return in FORM GSTR-7 along
with deposit of tax deducted for the said
period has also been extended till
30.06.2020 and no interest under section 50
shall be leviable if tax deducted is deposited
by 30.06.2020.



https://www.klickongstworld.com/uploads/CGST/NOTIFICATION/2017/1551365285.pdf
https://www.klickongstworld.com/uploads/CGST/NOTIFICATION/2017/1551365285.pdf
https://www.klickongstworld.com/uploads/CGST/tax%20notification/1585981109.pdf
https://www.klickongstworld.com/uploads/CGST/tax%20notification/1585981109.pdf
https://www.klickongstworld.com/uploads/CGST/tax%20notification/1585981109.pdf
https://www.klickongstworld.com/uploads/CGST/tax%20notification/1585981109.pdf
https://www.klickongstworld.com/uploads/CGST/tax%20notification/1585981109.pdf
https://www.klickongstworld.com/uploads/CGST/tax%20notification/1585981109.pdf
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As per section 54 (1), a person is required to
make an application before expiry of two
years from the relevant date. If in a particular
case, date for making an application for
refund expires on 31.03.2020, can such
person make an application for refund before
29.07.2020?

As per notification No. 35/2020-Central Tax
dated 03.04.2020, where the timeline for any
compliance required as per sub-section (1)
of section 54 of the Central Goods and
Services Tax Act, 2017 falls during the
period from 20.03.2020 to 29.06.2020, the
same has been extended till 30.06.2020.

Accordingly, the due date for filing an
application for refund falling during the said
period has also been extended till
30.06.2020.

7.1.2.8 Departmental Clarifications - Clarification in respect of applicability of Dynamic
Quick Response (QR) Code on B2C invoices and compliance of notification 14/2020-
Central Tax dated 21st March, 2020- Circular no. 146/02/2021-GST dated 23rd February,
2021

Notification No. 14/2020-Central Tax, dated 21st March 2020 had been issued which requires
Dynamic QR Code on B2C invoice issued by taxpayers having aggregate turnover more than
500 crore rupees, w.e.f. 01.12.2020. Further, vide Notification No. 89/2020- Central Tax, dated
29th November 2020, penalty has been waived for non-compliance of the provisions of
Notification N0.14/2020 — Central Tax for the period from 01st December, 2020 to 31st March,
2021, subject to the condition that the said person complies with the provisions of the said
Notification from 01st April, 2021.

2. Various references have been received from trade and industry seeking clarification on
applicability of Dynamic Quick Response (QR) Code on B2C (Registered person to Customer)
invoices and compliance of Notification No. 14/2020-Central Tax, dated 21st March, 2020 as
amended. The issues have been examined and in order to ensure uniformity in the
implementation of the provisions of the law across the field formations, the Board, in exercise
of its powers conferred under section 168(1) of the CGST Act, 2017, hereby clarifies the issues
in the table below:

Sl. Issues Clarification
No.
1. [To which invoice is Notification No.|This notification is applicable to a tax invoice

14/2020-Central Tax, dated 21st
March 2020 applicable? Would this
requirement be applicable on
invoices issued for supplies made for
Exports?

issued to an unregistered person by a registered
person (B2C invoice) whose annual aggregate
turnover exceeds 500 Cr. rupees in any of the
financial years from 2017-18 onwards. However,
the said natification is not applicable to an invoice
issued in following cases:

i. Where the supplier of taxable service is:



https://www.klickongstworld.com/uploads/CGST/tax%20notification/1585981109.pdf
https://www.klickongstworld.com/uploads/CGST/tax%20notification/1585981109.pdf
https://www.klickongstworld.com/uploads/CGST/Circular/1614247384.pdf
https://www.klickongstworld.com/uploads/CGST/Circular/1614247384.pdf
https://www.klickongstworld.com/uploads/SGST/rate%20notification/jharkhand/1585050576.pdf
https://www.klickongstworld.com/uploads/CGST/NOTIFICATION/1606712988.pdf
https://www.klickongstworld.com/uploads/CGST/NOTIFICATION/1606712988.pdf
https://www.klickongstworld.com/uploads/SGST/rate%20notification/jharkhand/1585050576.pdf
https://www.klickongstworld.com/uploads/SGST/rate%20notification/jharkhand/1585050576.pdf
https://www.klickongstworld.com/uploads/SGST/rate%20notification/jharkhand/1585050576.pdf
https://www.klickongstworld.com/uploads/SGST/rate%20notification/jharkhand/1585050576.pdf
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(@) | an insurer or a banking company or
a financial institution, including a
non-banking financial company;

(b) | a goods transport agency supplying
services in relation to transportation
of goods by road in a goods carriage;

(c) | supplying passenger transportation
service;

(d) | supplying services by way of
admission to exhibition of
cinematograph in films in multiplex
screens

ii.| OIDAR supplies made by any registered
person, who has obtained registration under
section 14 of the IGST Act 2017, to an
unregistered person.

As regards the supplies made for exports, though
such supplies are made by a registered person to
an unregistered person, however, as e-invoices
are required to be issued in respect of supplies for
exports, in terms of Notification No. 13/2020-
Central Tax, dated 21st March, 2020 treating them
as Business to Business (B2B) supplies,
Notification no. 14/2020-Central Tax, dated 21st
March, 2020 will not be applicable to them.

What parameters/ details are
required to be captured in the Quick
Response (QR) Code?

Dynamic QR Code, in terms of Notification No.
14/2020-Central Tax, dated 21st March, 2020 is
required, inter-alia, to contain the following
information: -

i. [Supplier GSTIN number
ii. [Supplier UPIID
iii. |[Payee's Bank A/C number and IFSC

iv. ([Invoice number & invoice date,

v. [Total Invoice Value and

vi. |GST amount along with
breakup i.e. CGST, SGST, IGST, CESS,
etc.

Further, Dynamic QR Code should be such that it
can be scanned to make a digital payment.

If a supplier provides/displays
Dynamic QR Code, but the customer

If the supplier has issued invoice having Dynamic
QR Code for payment, the said invoice shall be



https://www.klickongstworld.com/uploads/SGST/rate%20notification/jharkhand/1585050627.pdf
https://www.klickongstworld.com/uploads/SGST/rate%20notification/jharkhand/1585050627.pdf
https://www.klickongstworld.com/uploads/SGST/rate%20notification/jharkhand/1585050576.pdf
https://www.klickongstworld.com/uploads/SGST/rate%20notification/jharkhand/1585050576.pdf
https://www.klickongstworld.com/uploads/SGST/rate%20notification/jharkhand/1585050576.pdf
https://www.klickongstworld.com/uploads/SGST/rate%20notification/jharkhand/1585050576.pdf
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opts to make payment without using
Dynamic QR Code, then will the
cross reference of such payment,
made without use of Dynamic QR
Code, on the invoice, be considered
as compliance of Dynamic QR Code
on the invoice?

deemed to have complied with Dynamic QR Code
requirements.

In cases where the supplier, has digitally displayed
the Dynamic QR Code and the customer pays for
the invoice: -

.|Using any mode like UPI, credit/debit card or
cash or combination of various modes of

without using Dynamic QR Code, and the s
cross reference of the payment (transaction i
time and amount of payment, mode of payme
card, Debit card, online banking etc.) on the ii

i.In cash, without using Dynamic QR Code
provides a cross reference of the amount p4g
with date of such payment on the invoice;

The said invoice shall be deemed to have complied
with the requirement of having Dynamic QR Code.

If the supplier makes available to
customers an electronic mode of
payment like UPI Collect, UPI Intent
or similar other modes of payment,
through mobile applications or
computer based applications, where
though Dynamic QR Code is not
displayed, but the details of merchant
as well as transaction are displayed/
captured otherwise, how can the
requirement of Dynamic QR Code as
per this notification be complied with?

In such cases, if the cross reference of the
payment made using such electronic modes of
payment is made on the invoice, the invoice shall
be deemed to comply with the requirement of
Dynamic QR Code.

However, if payment is made after
generation/issuance of invoice, the supplier shall
provide Dynamic QR Code on the invoice.

Is generation/printing of Dynamic QR
Code on B2C invoices mandatory for
pre-paid invoices i.e. where payment
has been made before issuance of
the invoice?

If cross reference of the payment received either
through electronic mode or through cash or
combination thereof is made on the invoice, then
the invoice would be deemed to have complied
with the requirement of Dynamic QR Code.

In cases other than pre-paid supply i.e. where
payment is made after generation/issuance of
invoice, the supplier shall provide Dynamic QR
Code on the invoice.
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6. |Once the E-commerce operator
(ECO) or the online application has
complied with the Dynamic QR Code
requirements, will the suppliers using

The provisions of the notification shall apply to
each supplier/registered person separately, if such
person is liable to issue invoices with Dynamic QR
Code for B2C supplies as per the said notification.

such  e-commerce  portal  or|ln case, the supplier is making supply through the
application for supplies still be|E-commerce portal or application, and the said
required to comply with the|supplier gives cross references of the payment

requirement of Dynamic QR Code? |received in respect of the said supply on the
invoice, then such invoices would be deemed to
have complied with the requirements of Dynamic
QR Code. In cases other than pre-paid
supply i.e. where payment is made after
generation/issuance of invoice, the supplier shall

provide Dynamic QR Code on the invoice.

7.1.2.9 Departmental Clarifications - Clarification in respect of applicability of Dynamic
Quick Response (QR) Code on B2C invoices and compliance of notification 14/2020-
Central Tax dated 21st March, 2020 -- Circular no. 156/12/2021-GST dated 21st June,
2021

Notification No. 14/2020-Central Tax, dated 21st March 2020 had been issued which requires
Dynamic QR Code on B2C invoice issued by taxpayers having aggregate turnover more than
500 crore rupees, w.e.f. 01.12.2020. Further, vide notification No. 06/2021-Central Tax, dated
30th March 2021, penalty has been waived for non-compliance of the provisions of natification
No0.14/2020 — Central Tax for the period from 01st December, 2020 to 30th June, 2021, subject
to the condition that the said person complies with the provisions of the said notification from
1st July, 2021. Further, various issues on Dynamic QR Code have been clarified vide Circular
No. 146/2/2021-GST, dated 23.02.2021.

2. Various references have been received from trade and industry seeking clarification on
applicability of Dynamic Quick Response (QR) Code on B2C (Registered person to Customer)
invoices and compliance of Notification No. 14/2020-Central Tax, dated 21st March 2020 as
amended. The issues have been examined and in order to ensure uniformity in the
implementation of the provisions of the law across the field formations, the Board, in exercise
of its powers conferred under section 168(1) of the CGST Act, 2017, hereby clarifies the issues
in the table below:

1.

Whether Dynamic QR Code is to be
provided on an invoice, issued to a person,
who has obtained a Unique Identity
Number as per the provisions of sub-
Section 9 of Section 25 of CGST Act 20177

Any person, who has obtained a Unique
Identity Number (UIN) as per the provisions
of sub-Section 9 of Section 25 of CGST Act
2017, is not a "registered person" as per the
definition of registered person provided in
section 2(94) of the CGST Act 2017.
Therefore, any invoice, issued to such
person having a UIN, shall be considered as
invoice issued for a B2C supply and shall be



https://www.klickongstworld.com/uploads/CGST/Circular/1624339784.pdf
https://www.klickongstworld.com/uploads/CGST/Circular/1624339784.pdf
https://www.klickongstworld.com/uploads/SGST/rate%20notification/jharkhand/1585050576.pdf
https://www.klickongstworld.com/uploads/CGST/tax%20notification/1617257824.pdf
https://www.klickongstworld.com/uploads/CGST/tax%20notification/1617257824.pdf
https://www.klickongstworld.com/uploads/SGST/rate%20notification/jharkhand/1585050576.pdf
https://www.klickongstworld.com/uploads/SGST/rate%20notification/jharkhand/1585050576.pdf
https://www.klickongstworld.com/uploads/CGST/Circular/1614247384.pdf
https://www.klickongstworld.com/uploads/CGST/Circular/1614247384.pdf
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required to comply with the requirement of
Dynamic QR Code.

.|UPI ID is linked to the bank account of the

payee/ person collecting money. Whether
bank account and IFSC details also need to
be provided separately in the Dynamic QR
Code along with UPI ID?

Given that UPI ID is linked to a specific bank
account of the payee/ person collecting
money, separate details of bank account and
IFSC may not be provided in the Dynamic
OR Code.

.|In cases where the payment is collected by

some person other than the supplier (ECO
or any other person authorized by the
supplier on his/ her behalf), whether in such
cases, in place of UPI ID of the supplier, the
UPI ID of such person, who is authorized to
collect the payment on behalf of the
supplier, may be provided?

Yes. In such cases where the payment is
collected by some person, authorized by the
supplier on his/her behalf, the UPI ID of such
person may be provided in the Dynamic QR
Code, instead of UPI ID of the supplier.

.|In cases, where receiver of services is

located outside India, and payment is being
received by the supplier of services in
foreign exchange, through RBI approved
modes of payment, but as per provisions of
the IGST Act 2017, the place of supply of
such services is in India, then such supply
of services is not considered as export of
services as per the IGST Act 2017; whether
in such cases, the Dynamic QR Code is
required on the invoice issued, for such
supply of services, to such recipient located
outside India?

No. Wherever an invoice is issued to a
recipient located outside India, for supply of
services, for which the place of supply is in
India, as per the provisions of IGST Act
2017, and the payment is received by the
supplier in foreign currency, through RBI
approved mediums, such invoice may be
issued without having a Dynamic QR Code,
as such dynamic QR code cannot be used
by the recipient located outside India for
making payment to the supplier

.[In some instances of retail sales over the

counter, the payment from the customer in
received on the payment counter by
displaying dynamic QR code on digital
display, whereas the invoice, along with
invoice number, is generated on the
processing system being used by
supplier/merchant after receiving the
payment. In such cases, it may not be
possible for the merchant/supplier to
provide details of invoice number in the
dynamic QR code displayed to the
customer on payment counter. However,
each transaction i.e. receipt of payment
from a customer is having a unique Order
ID/ sales reference number, which is linked
with the invoice for the said transaction.
Whether in such cases, the order
ID/reference number of such transaction

In such cases, where the invoice number is
not available at the time of digital display of
dynamic QR code in case of over the counter
sales and the invoice number and invoices
are generated after receipt of payment, the
unique order ID/unique sales reference
number, which is uniquely linked to the
invoice issued for the said transaction, may
be provided in the Dynamic QR Code for
digital display, as long as the details of such
unique order ID/sales reference number
linkage with the invoice are available on the
processing system of the merchant/supplier
and the cross reference of such payment
along with unique order ID/sales reference
number are also provided on the invoice.
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can be provided in the dynamic QR code
displayed digitally, instead of invoice
number.

6.|When part-payment has already been
received by the merchant/ supplier, either in
advance or by adjustment (e.g.using a
voucher, discount coupon etc), before the
dynamic QR Code is generated, what
amount should be provided in the Dynamic
QR Code for "invoice value"?

The purpose of dynamic QR Code is to
enable the recipient/customer to scan and
pay the amount to be paid to the
merchant/supplier in respect of the said
supply. When the part-payment for any
supply has already been received from the
customer/ recipient, in form of either advance
or adjustment through voucher/discount
coupon etc., then the dynamic QR code may
provide only the remaining amount payable
by the customer/recipient against "invoice
value". The details of total invoice value,
along with details/ cross reference of the
part-payment/advance/adjustment done,
and the remaining amount to be paid, should
be provided on the invoice.

3. Circular No. 146/2/2021-GST, dated 23.02.2021 stands modified to this extent.

7.1.2.10 Departmental Clarifications - Clarification in respect of certain GST related

issues- Circular No. 160/16/2021-GST dated

20th September, 2021

Various representations have been received from taxpayers and other stakeholders seeking
clarification in respect of certain issues pertaining to GST laws. The issues have been
examined. In order to ensure uniformity in the implementation of the provisions of the law
across field formations, the Board, in exercise of its powers conferred by section 168(1) of the
Central Goods and Services Tax Act, 2017 (hereinafter referred to as “CGST Act”), hereby

clarifies each of these issues as under:

S. Issue
No.

Clarification

1. |Section 16 (4), as amended with effect
from 1-1-2021, provides that a
registered person shall not be entitled to
take input tax credit in respect of any
invoice or debit note for supply of goods
or services or both after the due date of
furnishing of the return under section 39
for the month of September following the
end of financial year to which such

issuance of the underlying

amendment made is shown as below:

1.|With effect from 1-1-2021, section 16(4) of
the CGST Act, 2017 was amended vide the
Finance Act, 2020, so as to delink the date
of issuance of debit note from the date of
invoice for,
purposes of availing input tax credit. The
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invoice or debit note pertains or
furnishing of the relevant annual return,
whichever is earlier.

Doubts have been raised seeking
following clarification:

1. Which of the following dates are
relevant to determine the 'financial year'
for the purpose of section 16(4):

(a) date of issuance of debit note, or

(b) date of issuance of underlying
invoice.

2. Whether any availment of input tax
credit, on or after 1-1-2021, in respect of
debit notes issued either prior to or after
1-1-2021, will be governed by the
provisions of the amended section
16(4), or the amended provision will be
applicable only in respect of the debit
notes issued after 1-1-20217?

"A registered person shall not be entitled to
take input tax credit in respect of any invoice
or debit note for supply of goods or services
or both after the due date of furnishing of the
return under section 39 for the month of
September following the end of financial
year to which such invoice or inveice)
relating—te—sueh debit note pertains or
furnishing of the relevant annual return,
whichever is earlier."

As can be seen, the words "invoice relating
to such" were omitted w.e.f. 1-1-2021.

2|The intent of law as specified in the
Memorandum explaining the Finance BiIll,
2020 states that "Clause 118 of the Bill
seeks to amend sub-section (4) of section
16 of the Central Goods and Services Tax
Act so as to delink the date of issuance of
debit note from the date of issuance of the
underlying invoice for purposes of availing
input tax credit.

3.|Accordingly, it is clarified that:

(a) w.e.f. 1-1-2021, in case of debit notes,
the date of issuance of debit note (not the
date of underlying invoice) shall determine
the relevant financial year for the purpose of
section 16(4) of the CGST Act.

(b) The availment of ITC on debit notes in
respect of amended provision shall be
applicable from 1-1-2021. Accordingly, for
availment of ITC on or after 1-1-2021, in
respect of debit notes issued either prior to
or after 1-1-2021, the eligibility for availment
of ITC will be governed by the amended
provision of section 16(4), whereas any ITC
availed prior to 1-1-2021, in respect of debit
notes, shall be governed under the
provisions of section 16(4), as it existed
before the said amendment on 1-1-2021.

lllustration 1. A debit note dated 7-7-2021 is issued in
respect of the original invoice dated 16-3-2021. As the
invoice pertains to F.Y. 2020-21, the relevant financial
year for availment of ITC in respect of the said invoice
in terms of section 16(4) of the CGST shall be 2020-
21. However, as the debit note has been issued in FY
2021-22, the relevant financial year for availment of
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ITC in respect of the said debit note shall be 2021-22
in terms of amended provision of section 16(4) of the
CGST Act.

lllustration 2. A debit note has been issued on 10-11-
2020 in respect an invoice dated 15-7-2019. As per
amended provision of section 16(4), the relevant
financial year for availment of input tax credit on the
said debit note, on or after 1-1-2021, will be FY 2020-
21 and accordingly, the registered person can avalil
ITC on the same till due date of furnishing of FORM
GSTR-3B for the month of September, 2021 or
furnishing of the annual return for FY 2020-21,
whichever is earlier.

2. |Whether carrying physical copy of 1.|Rule 138A (1) of the CGST Rules, 2017 inter-

invoice is compulsory during movement alia, provides that the person in charge of a
of goods in cases where suppliers have conveyance shall carry— (a) the invoice or bill
issued invoices in the manner of supply or delivery challan, as the case may
prescribed under rule 48 (4) of the be; and (b) a copy of the e-way bill or the e-
CGST Rules, 2017 (i.e. in cases of e- way bill number, either physically or mapped
invoice). to a Radio Frequency Identification Device

embedded on to the conveyance in such
manner as may be notified by the
Commissioner.

2.|Further, rule 138A (2) of CGST Rules, after
being amended vide notification No. 72/2020-
Central Tax dated 30-9-2020, states that "In
case, invoice is issued in the manner
prescribed under sub-rule (4) of rule 48, the
Quick Reference (QR) code having an
embedded Invoice Reference Number (IRN)
in it, may be produced electronically, for
verification by the proper officer in lieu of the
physical copy of such tax invoice"

3.|A conjoint reading of rules 138A (1) and 138A
(2) of CGST Rules, 2017 clearly indicates that
there is no requirement to carry the physical
copy of tax invoice in cases where e-invoice
has been generated by the supplier. After
amendment, the revised rule 138A (2) states
in unambiguous words that whenever e-
invoice has been generated, the Quick
Reference (QR) code, having an embedded
Invoice Reference Number (IRN) in it, may be
produced electronically for verification by the
proper officer in lieu of the physical copy of
such tax invoice.
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4.|Accordingly, it is clarified that there is no need
to carry the physical copy of tax invoice in
cases where invoice has been generated by
the supplier in the manner prescribed under
rule 48(4) of the CGST Rules and production
of the Quick Response (QR) code having an
embedded Invoice Reference Number (IRN)
electronically, for verification by the proper
officer, would suffice.

3. |Whether the Second proviso to section| |1The term 'subjected to export duty’ used
54(3) of CGST/SGST Act, prohibiting in Second proviso to section 54(3) of the CGST

refund of unutilized ITC is applicable in Act, 2017 means where the goods are actually
case of exports of goods which are leviable to export duty and suffering export duty
having NIL rate of export duty. at the time of export. Therefore, goods in respect

of which either NIL rate is specified in Second
Schedule to the Customs Tariff Act, 1975 or
which are fully exempted from payment of
export duty by virtue of any customs notification
or which are not covered under Second
Schedule to the Customs Tariff Act, 1975,
cannot be considered to be subjected to any
export duty under Customs Tariff Act, 1975.

2.|Accordingly, it is clarified that only those goods
which are actually subjected to export
duty i.e., on which some export duty has to be
paid at the time of export, will be covered under
the restriction imposed under section 54(3) from
availment of refund of accumulated ITC. Goods,
which are not subject to any export duty and in
respect of which either NIL rate is specified in
Second Schedule to the Customs Tariff Act,
1975 or which are fully exempted from payment
of export duty by virtue of any customs
notification or which are not covered under
Second Schedule to the Customs Tariff Act,
1975, would not be covered by the restriction
imposed under the Second proviso to section
54(3) of the CGST Act for the purpose of
availment of refund of accumulated ITC.

7.1.2.11 Departmental Clarifications - Clarification in respect of applicability of Dynamic
Quick Response (QR) Code on B2C invoices and compliance of notification 14/2020-
Central Tax dated 21st March, 2020 - Circular No. 165/21/2021-GST dated 17th
November, 2021
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Various references have been received from trade and industry seeking further clarification
on applicability of Dynamic Quick Response (QR) Code on B2C (Registered person to
Customer) invoices for compliance of notification 14/2020-Central Tax, dated 21st March,
2020 as amended. It has been represented that in some cases where, though the service
recipient is located outside India and place of supply of the service is in India as per IGST Act
2017, the payment is received by the service provider located in India not in foreign exchange,
but through other modes approved by RBI. In such cases, the supplier will not be fulfilling the
condition specified in S. No. 4 of the Circular No. 156/12/2021 dated 21st June 2021, and
accordingly, will be required to have dynamic QR code on the invoice. It has been also
represented that relaxation from dynamic QR code on the invoices in such cases should be
available if the payment is received through any RBI approved mode of payment, and not
necessarily in foreign exchange.

2. The issues have been examined and in order to ensure uniformity in the implementation of
the provisions of the law across the field formations, the Board, in exercise of its powers
conferred under section 168(1) of the CGST Act, 2017, hereby clarifies the issues hereatfter.

3. It is observed that from the present wording of S. No. 4 of Circular No. 156/12/2021 dated
21stJune 2021, doubt arises whether the relaxation from the requirement of dynamic QR code
on the invoices would be available to such supplier, who receives payments from the recipient
located outside India through RBI approved modes of payment, but not in foreign exchange.
It is mentioned that the intention of clarification as per S. No. 4 in the said circular was not to
deny relaxation in those cases, where the payment is received by the supplier as per any RBI
approved mode, other than foreign exchange.

4. Accordingly, to clarify the matter further, the Entry at S. No. 4 of the Circular No.
156/12/2021-GST dated 21st June, 2021 is substituted as below:

4.

"In cases, where receiver of services is
located outside India, and payment is being
received by the supplier of services, through
RBI approved modes of payment, but as per
provisions of the IGST Act 2017, the place
of supply of such services is in India, then
such supply of services is not considered as
export of services as per the IGST Act 2017;
whether in such cases, the Dynamic QR
Code is required on the invoice issued, for
such supply of services, to such recipient
located outside India?

No. Wherever an invoice is issued to a
recipient located outside India, for supply of
services, for which the place of supply is in
India, as per the provisions of IGST Act
2017, and the payment is received by the
supplier, in convertible foreign exchange or
in Indian Rupees wherever permitted by the
RBI, such invoice may be issued without
having a Dynamic QR Code, as such
dynamic QR code cannot be used by the
recipient located outside India for making
payment to the supplier.”

5. Circular No. 156/12/2021-GST, dated 21-6-2021 stands modified to this extent.

7.1.2.12 Departmental Clarifications - Clarification on various issue pertaining to GST-
Circular No. 186/18/2022-GST dated 27th December, 2022

Representations have been received from the field formations seeking clarification on certain
issues with respect to —
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i. taxability of No Claim Bonus offered by Insurance companies;
ii. applicability of e-invoicing w.r.t an entity.

2. In order to clarify the issue and to ensure uniformity in the implementation of the provisions
of law across the field formations, the Board, in exercise of its powers conferred by section
168 (1) of the Central Goods and Services Tax Act, 2017 (hereinafter referred to as “CGST
Act”), hereby clarifies the issues as under:

Sl. Issue Clarification
No.

Taxability of No Claim Bonus offered by Insurance companies

1. |Whether the deduction on account of No|As per practice prevailing in the insurance
Claim Bonus allowed by the insurance|sector, the insurance companies deduct No
company from the insurance premium|Claim Bonus from the gross insurance
payable by the insured, can be considered|premium amount, when no claim is made by
as consideration for the supply provided by|the insured person during the previous
the insured to the insurance company, for|insurance period(s). The customer/ insured
agreeing to the obligation to refrain from the|procures insurance policy to indemnify
act of lodging insurance claim during the|himself from any loss/ injury as per the terms
previous year(s)? of the policy, and is not under any contractual
obligation not to claim insurance claim during
any period covered under the policy, in lieu
of No Claim Bonus.

Itis, therefore, clarified that there is no supply
provided by the insured to the insurance
company in form of agreeing to the obligation
to refrain from the act of lodging insurance
claim during the previous year(s) and No
Claim Bonus cannot be considered as a
consideration for any supply provided by the
insured to the insurance company.

2. |[Whether No Claim Bonus provided by the|As per clause (a) of sub-section (3) of section
insurance company to the insured can be|15 of the CGST Act, value of supply shall not
considered as an admissible discount for|include any discount which is given before or
the purpose of determination of value of|at the time of supply if such discount has
supply of insurance service provided by the|been duly recorded in the invoice issued in
insurance company to the insured? respect of such supply.

The insurance companies make the
disclosure of the fact of availability of
discount in form of No Claim Bonus, subject
to certain conditions, to the insured in the
insurance policy document itself and also
provide the details of the no claim Bonus in
the invoices also. The pre-disclosure of NCB
amount in the policy documents and specific
mention of the discount in form of No Claim
Bonus in the invoice is in consonance with
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the conditions laid down for deduction of
discount from the value of supply under
clause (a) of sub-section (3) of section 15 of
the CGST Act.

It is, therefore, clarified that No Claim Bonus
(NCB) is a permissible deduction under
clause (a) of sub-section (3) of section 15 of
the CGST Act for the purpose of calculation
of value of supply of the insurance services
provided by the insurance company to the
insured. Accordingly, where the deduction on
account of No claim bonus is provided in the
invoice issued by the insurer to the insured,
GST shall be leviable on actual insurance
premium amount, payable by the policy
holders to the insurer, after deduction of No
Claim Bonus mentioned on the invoice.

Clar

ification on applicability of e-invoicing w.

r.t an entity

Whether the exemption from mandatory
generation of e-invoices in terms
of Notification No. 13/2020-Central Tax,
dated 21st March, 2020, as amended, is
available for the entity as whole, or whether
the same is available only in respect of
certain supplies made by the said entity?

In terms of Notification No. 13/2020-Central
Tax, dated 21st March, 2020, as amended,
certain entities/sectors have been exempted
from mandatory generation of e-invoices as
per sub-rule (4) of rule 48 of Central Goods
and Services Tax Rules, 2017. It is hereby
clarified that the said exemption from
generation of e-invoices is for the entity as a
whole and is not restricted by the nature of
supply being made by the said entity.

lllustration: A Banking Company providing
banking services, may also be involved in
making supply of some goods, including
bullion. The said banking company is
exempted from mandatory issuance of e-
invoice in terms of Notification No. 13/2020-
Central Tax, dated 21st March, 2020, as
amended, for all supplies of goods and
services and thus, will not be required to
issue e-invoice with respect to any supply

made by it.

7.2

Facility of digital payment to recipient.

[Section 31A]

![Section 31A

01.01.2020
to till date

The Government may prescribe a class of registered
persons who shall
electronic payment to the recipient of supply of goods or

provide prescribed modes of
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services or both made by him and give option to such
recipient to make payment accordingly.

The Government may, on the recommendations of the
Council, prescribe a class of registered persons who shall
provide prescribed modes of electronic payment to the
recipient of supply of goods or services or both made by him
and give option to such recipient to make payment
accordingly, in such manner and subject to such conditions
and restrictions, as may be prescribed.]

—

Notes
1 Inserted w.e.f 01.01.2020 vide Section 96 of Finance Act
2019 which comes into force vide Notification No. 01/2020 —
Central Tax dated 01%t January 2020.

7.3 Prohibition of unauthorised collection of tax. [Section 32]

Section 01.07.2017 | A person who is not aregistered person shall not collect
32(1) to till date | any tax under this Act.
A person who is not a registered person shall not collect in
respect of any supply of goods or services or both any amount
by way of tax under this Act.
Section 01.07.2017 | Registered person shall collect tax in accordance with
32(2) to till date | the provisions of CGST Act or CGST rules

No registered person shall collect tax except in accordance
with the provisions of this Act or the rules made thereunder.

7.4 Amount of tax to be indicated in tax invoice and other documents. [Section 33]

Section 33

01.07.2017
to till date

Amount of tax to be indicated prominently in tax invoice
and other documents

Notwithstanding anything contained in this Act or any other
law for the time being in force, where any supply is made for
a consideration, every person who is liable to pay tax for such
supply shall 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.

7.5 Credit and debit notes. [Section 34]
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Section 34(1) | 01.07.2017 | Issuance of Credit Notes for each tax invoice
to
31.01.2019 | 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 a credit note containing
such particulars as may be prescribed.
01.02.2019 | Issuance of Credit Notes for one or more tax invoices
to till date

IWhere one or more tax invoices have] 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 ?[one or
more credit notes for supplies made in a financial year]
containing such particulars as may be prescribed.

1 Substituted for the words “Where a tax invoice has” w.e.f.
01.02.2019 vide clause (a)(i) of Section 15 of the Central
Goods and Services Tax (Amendment) Act, 2018 which
comes into force vide Notification No. 02/2019 — Central Tax
dated 29th January, 2019.

2 Substituted for the words “a credit note” w.e.f. 01.02.2019

vide clause (a)(ii) of Section 15 of the Central Goods and

Services Tax (Amendment) Act, 2018 which comes into
force vide Notification No. 02/2019 — Central Tax dated 29th

January, 2019.

Section 34(2) | 01.07.2017 | Registered person shall declare the details of the credit

to note in the return for the month during which such credit
30.09.2022 | note has been issued but not later than September
following 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, and the tax liability
shall be adjusted in such manner as may be prescribed:

Any registered person who issues a credit note in relation to
a supply of goods or services or both shall 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
following 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, and the tax liability shall be
adjusted in such manner as may be prescribed:
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01.10.2022 | Registered person shall declare the details of the credit
to till date | note in the return for the month during which such credit
note has been issued but not later than the thirtieth day
of November following 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, and the
tax liability shall be adjusted in such manner as may be
prescribed:

Any registered person who issues a credit note in relation to
a supply of goods or services or both shall 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 *[the
thirtieth day of November] following 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, and the tax
liability shall be adjusted in such manner as may be
prescribed:

1. Substituted w.e.f. 01.10.2022 for the word “September”, vide
section 102 of the Finance Act, 2022 which comes into force
by Notification No. 18/2022 — Central Tax dated 28.09.2022.

First Proviso 01.07.2017 | No reduction in output tax liability if the incidence of tax
to till date | and interest on such supply has been passed on

Provided that 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.

Section 34(3) | 01.07.2017 | Issuance of Debit Notes for each tax invoice
to
31.01.2019 | 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 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 such particulars as
may be prescribed.
01.02.2019 | Issuance of Debit Notes for one or more tax invoices
to till date

IWhere one or more tax invoices have] 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 ?[one or more debit notes
for supplies made in a financial year] containing such
particulars as may be prescribed.
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1 Substituted for the words “Where a tax invoice has” w.e.f.
01.02.2019 vide clause (b)(i) of Section 15 of the Central
Goods and Services Tax (Amendment) Act, 2018which

comes into force vide Notification No. 02/2019 — Central Tax
dated 29th January, 2019.

2 Substituted for the words “a debit note” w.e.f. 01.02.2019
vide clause (b)(ii) of Section 15 of the Central Goods and

Services Tax (Amendment) Act, 2018 which comes into
force vide Notification No. 02/2019 — Central Tax dated 29th

January, 2019.

Section 34(4) | 01.07.2017 | Registered person shall declare the details of the debit
to till date | 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.

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.

Explanation 01.07.2017 | The expression “debit note” shall include a
to till date | supplementary invoice.

For the purposes of this Act, the expression “debit note” shall
include a supplementary invoice.

7.5.1.1 Departmental Clarifications - Circular to clarify the procedure in respect of return
of time expired drugs or medicines- Circular No. 72/46/2018-GST dated 26th October,
2018

Various representations have been received seeking clarification on the procedure to be
followed in respect of return of time expired drugs or medicines under the GST laws. The
issues raised in the said representations have been examined and to ensure uniformity in the
implementation of the law across the field formations, the Board, in exercise of its powers
conferred under section 168(1) of the Central Goods and Services Tax Act, 2017 (hereinafter
referred to as the “CGST Act”) hereby clarifies the issue in succeeding paragraphs.

2. The common trade practice in the pharmaceutical sector is that the drugs or medicines
(hereinafter referred to as “goods”) are sold by the manufacturer to the wholesaler and by the
wholesaler to the retailer on the basis of an invoice/bill of supply as case may be. It is
significant to mention here that such goods have a defined life term which is normally referred
to as the date of expiry. Such goods which have crossed their date of expiry are colloquially
referred to as time expired goods and are returned back to the manufacturer, on account of
expiry, through the supply chain.
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3. It is clarified that the retailer/ wholesaler can follow either of the below mentioned
procedures for the return of the time expired goods:

(A) Return of time expired goods to be treated as fresh supply:

a) In case the person returning the time expired goods is a registered person (other than a
composition taxpayer), he may, at his option, return the said goods by treating it is as a fresh
supply and thereby issuing an invoice for the same (hereinafter referred to as the, “return
supply”). The value of the said goods as shown in the invoice on the basis of which the goods
were supplied earlier may be taken as the value of such return supply. The wholesaler or
manufacturer, as the case may be, who is the recipient of such return supply, shall be eligible
to avail Input Tax Credit (hereinafter referred to as “ITC”) of the tax levied on the said return
supply subject to the fulfiiment of the conditions specified in Section 16 of the CGST Act.

b) In case the person returning the time expired goods is a composition taxpayer, he may
return the said goods by issuing a bill of supply and pay tax at the rate applicable to a
composition taxpayer. In this scenario there will not be any availability of ITC to the recipient
of return supply.

¢) In case the person returning the time expired goods is an unregistered person, he may
return the said goods by issuing any commercial document without charging any tax on the
same.

d) Where the time expired goods which have been returned by the retailer/wholesaler are
destroyed by the manufacturer, he/she is required to reverse the ITC availed on the return
supply in terms of the provisions of clause (h) of sub-section (5) of section 17 of the CGST
Act. It is pertinent to mention here that the ITC which is required to be reversed in such
scenario is the ITC availed on the return supply and not the ITC that is attributable to the
manufacture of such time expired goods.

lllustration: Supposedly, manufacturer has availed ITC of Rs. 10/- at the time of manufacture
of medicines valued at Rs. 100/-. At the time of return of such medicine on the account of
expiry, the ITC available to the manufacturer on the basis of fresh invoice issued by wholesaler
is Rs. 15/-. So, when the time expired goods are destroyed by the manufacturer he would be
required to reverse ITC of Rs. 15/- and not of Rs. 10/-.

(B) Return of time expired goods by issuing Credit Note:

a) As per sub-section (1) of Section 34 of the CGST Act the supplier can issue a credit note
where the goods are returned back by the recipient. Thus, the manufacturer or the wholesaler
who has supplied the goods to the wholesaler or retailer, as the case may be, has the option
to issue a credit note in relation to the time expired goods returned by the wholesaler or retailer,
as the case may be. In such a scenario, the retailer or wholesaler may return the time expired
goods by issuing a delivery challan. It may be noted that there is no time limit for the issuance
of a credit note in the law except with regard to the adjustment of the tax liability in case of the
credit notes issued prior to the month of September following the end of the financial year and
those issued after it.

b) It may further be noted that if the credit note is issued within the time limit specified in sub-
section (2) of section 34 of the CGST Act, the tax liability may be adjusted by the supplier,
subject to the condition that the person returning the time expired goods has either not availed
the ITC or if availed has reversed the ITC so availed against the goods being returned.
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¢) However, if the time limit specified in sub-section (2) of section 34 of the CGST Act has
lapsed, a credit note may still be issued by the supplier for such return of goods but the tax
liability cannot be adjusted by him in his hands. It may further be noted that in case time
expired goods are returned beyond the time period specified in the sub-section (2) of section
34 of the CGST Act and a credit note is issued consequently, there is no requirement to
declare such credit note on the common portal by the supplier (i.e. by the person who has
issued the credit note) as tax liability cannot be adjusted in this case.

d) Further, where the time expired goods, which have been returned by the retailer/wholesaler,
are destroyed by the manufacturer, he/she is required to reverse the ITC attributable to the
manufacture of such goods, in terms of the provisions of clause (h) of subsection (5) of section
17 of the CGST Act. This has been illustrated in table below:

Date of Date of return of Treatment in terms of tax liability &
Supply of goods | time expired goods credit note
from manufactur| from retailer/wholes
er/wholesaler aler to
to wholesaler/ret|wholesaler/manufact
ailer urer

Case 1 |1st July, 2017 20th September, 2018 |Credit note will be issued by the supplier
(manufacturer/wholesaler) and the
same to be uploaded by him on the
common portal. Subsequently, tax
liability can be adjusted by such supplier
provided the recipient (wholesaler /
retailer) has either not availed the ITC or
if availed has reversed the ITC.

Case 2 |1st July, 2017 20th October, 2018 |Credit note will be issued by the supplier
(manufacturer/wholesaler) but there is
no requirement to upload the same on
the common portal. Subsequently tax
liability cannot be adjusted by such
supplier.

3. It may be noted that though this circular discusses the scenarios in relation to return of
goods on account of expiry of the same, it may be applicable to such other scenarios where
the goods are returned on account of reasons other than the one detailed above.

7.5.1.2 Departmental Clarifications - Scope of principal and agent relationship under
Schedule | of CGST Act, 2017 in the context of del-credere agent- Circular No.
73/47/2018-GST dated 5th November, 2018

Post issuance of circular No. 57/31/2018-GST dated 4th September, 2018 from F. No.
CBEC/20/16/4/2018-GST, various representations have been received from the trade and
industry, as well as from the field formations regarding the scope and ambit of principal agent
relationship under GST in the context of del-credere agent (hereinafter referred to as “DCA”).
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In order to clarify these issues and to ensure uniformity of implementation across field
formations, the Board, in exercise of its powers conferred under section 168 (1) of the Central
Goods and Services Tax Act, 2017 (hereinafter referred to as “CGST Act”) hereby clarifies the
issues in succeeding paras.

2. In commercial trade parlance, a DCA is a selling agent who is engaged by a principal to
assist in supply of goods or services by contacting potential buyers on behalf of the principal.
The factor that differentiates a DCA from other agents is that the DCA guarantees the payment
to the supplier. In such scenarios where the buyer fails to make payment to the principal by
the due date, DCA makes the payment to the principal on behalf of the buyer (effectively
providing an insurance against default by the buyer), and for this reason the commission paid
to the DCA may be relatively higher than that paid to a normal agent. In order to guarantee
timely payment to the supplier, the DCA can resort to various methods including extending
short-term transaction-based loans to the buyer or paying the supplier himself and recovering
the amount from the buyer with some interest at a later date. This loan is to be repaid by the
buyer along with an interest to the DCA at a rate mutually agreed between DCA and buyer.
Concerns have been expressed regarding the valuation of supplies from Principal to recipient
where the payment for such supply is being discharged by the recipient through the loan
provided by DCA or by the DCA himself. Issues arising out of such loan arrangement have
been examined and the clarifications on the same are as below:

Sl. Issue Clarification
No.

1 (Whether a DCA falls|As already clarified vide circular No. 57/31/2018-GST dated
under the ambit of agent|4th September, 2018, whether or not the DCA will fall under
under Para 3  of|the ambit of agent under Para 3 of Schedule | of the CGST
Schedule | of the CGST|Act depends on the following possible scenarios:

Act?

In case where the invoice for supply of goods is issued by the
supplier to the customer, either himself or through DCA, the
DCA does not fall under the ambit of agent.

In case where the invoice for supply of goods is issued by the
DCA in his own name, the DCA would fall under the ambit o
agent.

2 |Whether the temporary|In such a scenario following activities are taking place:
short-term  transaction
based loan extended by
the DCA to the recipient
(buyer), for which 2.|Supply of agency services from DCA to the supplier or
interest is charged by the the recipient or both;

DCA, is to be included in
the value of goods being
supplied by the supplier
(principal) where DCA is

not an agent under Para||; js clarified that in cases where the DCA is not an agent
3 of Schedule I of the|ynder Para 3 of Schedule | of the CGST Act, the temporary
CGST Act? short-term transaction based loan being provided by DCA to
the buyer is a supply of service by the DCA to the recipient
on Principal to Principal basis and is an independent supply.

Therefore, the interest being charged by the DCA would not
form part of the value of supply of goods supplied (to the

1.|Supply of goods from supplier (principal) to recipient;

3.|Supply of extension of loan services by the DCA to the
recipient.
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buyer) by the supplier. It may be noted that vide notification
No. 12/2017-Central Tax (Rate) dated 28th June, 2017 (S.
No. 27), services by way of extending deposits, loans or
advances in so far as the consideration is represented by way
of interest or discount (other than interest involved in credit
card services) has been exempted.

Where DCA is an agent
under Para 3 of
Schedule | of the CGST
Act and makes payment
to the principal on behalf
of the buyer and charges
interest to the buyer for
delayed payment along
with the value of goods
being supplied, whether
the interest will form a
part of the value of

In such a scenario following activities are taking place:

1.|Supply of goods by the supplier (principal) to the DCA,;

2.|Further supply of goods by the DCA to the recipient;

3.|Supply of agency services by the DCA to the supplier
or the recipient or both;

4 [Extension of credit by the DCA to the recipient.

It is clarified that in cases where the DCA is an agent under
Para 3 of Schedule | of the CGST Act, the temporary short-
term transaction based credit being provided by DCA to the

supply of goods also or|buyer no longer retains its character of an independent
not? supply and is subsumed in the supply of the goods by the
DCA to the recipient. It is emphasised that the activity of
extension of credit by the DCA to the recipient would not be
considered as a separate supply as it is in the context of the
supply of goods made by the DCA to the recipient.

It is further clarified that the value of the interest charged for
such credit would be required to be included in the value of
supply of goods by DCA to the recipient as per clause (d) of
sub-section (2) of section 15 of the CGST Act.

7.5.1.3 Departmental Clarifications - Clarification on various doubts related to treatment
of sales promotion schemes under GST- Circular No. 92/11/2019-GST dated 7th March,
2019

Various representations have been received seeking clarification on issues raised with respect
to tax treatment of sales promotion schemes under GST. To ensure uniformity in the
implementation of the law across the field formations, the Board, in exercise of its powers
conferred under section 168(1) of the Central Goods and Services Tax Act, 2017 (hereinafter
referred to as “the said Act”) hereby clarifies the issues in succeeding paragraphs.

2. It has been noticed that there are several promotional schemes which are offered by taxable
persons to increase sales volume and to attract new customers for their products. Some of
these schemes have been examined and clarification on the aspects of taxability, valuation,
availability or otherwise of Input Tax Credit in the hands of the supplier (hereinafter referred to
as the “ITC”) in relation to the said schemes are detailed hereunder:

A. Free samples and gifts:
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i. It is a common practice among certain sections of trade and industry, such as,
pharmaceutical companies which often provide drug samples to their stockists, dealers,
medical practitioners, etc. without charging any consideration. As per subclause (a) of sub-
section (1) of section 7 of the said Act, the expression “supply” includes all forms of supply of
goods or services or both such as sale, transfer, barter, exchange, licence, rental, lease or
disposal made or agreed to be made for a consideration by a person in the course or
furtherance of business. Therefore, the goods or services or both which are supplied free of
cost (without any consideration) shall not be treated as ,supply" under GST (except in case of
activities mentioned in Schedule | of the said Act). Accordingly, it is clarified that samples
which are supplied free of cost, without any consideration, do not qualify as ,supply” under
GST, except where the activity falls within the ambit of Schedule | of the said Act.

ii. Further, clause (h) of sub-section (5) of section 17 of the said Act provides that ITC shall
not be available in respect of goods lost, stolen, destroyed, written off or disposed of by way
of gift or free samples. Thus, it is clarified that input tax credit shall not be available to the
supplier on the inputs, input services and capital goods to the extent they are used in relation
to the gifts or free samples distributed without any consideration. However, where the activity
of distribution of gifts or free samples falls within the scope of ,supply® on account of the
provisions contained in Schedule | of the said Act, the supplier would be eligible to avail of the
ITC.

B. Buy one get one free offer:

i. Sometimes, companies announce offers like ‘Buy One, Get One free" For example, ,buy
one soap and get one soap free" or ,Get one tooth brush free along with the purchase of tooth
paste“. As per sub-clause (a) of sub-section (1) of section 7 of the said Act, the goods or
services which are supplied free of cost (without any consideration) shall not be treated as
»Supply" under GST (except in case of activities mentioned in Schedule | of the said Act). It
may appear at first glance that in case of offers like ,Buy One, Get One Free", one item is
being ,supplied free of cost" without any consideration. In fact, it is not an individual supply of
free goods but a case of two or more individual supplies where a single price is being charged
for the entire supply. It can at best be treated as supplying two goods for the price of one.

ii. Taxability of such supply will be dependent upon as to whether the supply is a composite
supply or a mixed supply and the rate of tax shall be determined as per the provisions of
section 8 of the said Act.

iii. Itis also clarified that ITC shall be available to the supplier for the inputs, input services and
capital goods used in relation to supply of goods or services or both as part of such offers.

C. Discounts including ‘Buy more, save more’ offers:
y

i. Sometimes, the supplier offers staggered discount to his customers (increase in discount
rate with increase in purchase volume). For example- Get 10 % discount for purchases above
Rs. 5000/-, 20% discount for purchases above Rs. 10,000/- and 30% discount for purchases
above Rs. 20,000/-. Such discounts are shown on the invoice itself.

ii. Some suppliers also offer periodic / year ending discounts to their stockists, etc. For
example- Get additional discount of 1% if you purchase 10000 pieces in a year, get additional
discount of 2% if you purchase 15000 pieces in a year. Such discounts are established in
terms of an agreement entered into at or before the time of supply though not shown on the
invoice as the actual quantum of such discounts gets determined after the supply has been
effected and generally at the year end. In commercial parlance, such discounts are colloquially
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referred to as “volume discounts”. Such discounts are passed on by the supplier through credit
notes.

iii. It is clarified that discounts offered by the suppliers to customers (including staggered
discount under ,Buy more, save more" scheme and post supply / volume discounts
established before or at the time of supply) shall be excluded to determine the value of supply
provided they satisfy the parameters laid down in sub-section (3) of section 15 of the said Act,
including the reversal of ITC by the recipient of the supply as is attributable to the discount on
the basis of document (s) issued by the supplier.

iv. It is further clarified that the supplier shall be entitled to avail the ITC for such inputs, input
services and capital goods used in relation to the supply of goods or services or both on such
discounts.

D. Secondary Discounts

i. These are the discounts which are not known at the time of supply or are offered after the
supply is already over. For example, M/s A supplies 10000 packets of biscuits to M/s B at Rs.
10/- per packet. Afterwards M/s A re-values it at Rs. 9/- per packet. Subsequently, M/s A
issues credit note to M/s B for Rs. 1/- per packet.

ii. The provisions of sub-section (1) of section 34 of the said Act provides as under: “Where
one or more tax invoices have 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 one or more credit
notes for supplies made in a financial year containing such particulars as may be prescribed.”

iii. Representations have been received from the trade and industry that whether credit
notes(s) under sub-section (1) of section 34 of the said Act can be issued in such cases even
if the conditions laid down in clause (b) of sub-section (3) of section 15 of the said Act are not
satisfied. It is hereby clarified that financial / commercial credit note(s) can be issued by the
supplier even if the conditions mentioned in clause (b) of sub-section (3) of section 15 of the
said Act are not satisfied. In other words, credit note(s) can be issued as a commercial
transaction between the two contracting parties.

iv. It is further clarified that such secondary discounts shall not be excluded while determining
the value of supply as such discounts are not known at the time of supply and the conditions
laid down in clause (b) of sub-section (3) of section 15 of the said Act are not satisfied.

v. In other words, value of supply shall not include any discount by way of issuance of credit
note(s) as explained above in para 2 (D)(iii) or by any other means, except in cases where the
provisions contained in clause (b) of sub-section (3) of section 15 of the said Act are satisfied.

vi. There is no impact on availability or otherwise of ITC in the hands of supplier in this case.

7.5.1.4 Departmental Clarifications - Clarification on various doubts related to treatment
of secondary or post-sales discounts under GST - Circular No. 105/24/2019-GST dated
28th June, 2019
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Circular No. 92/11/2019-GST dated 7th March, 2019 was issued providing clarification on
various doubts related to treatment of sales promotion schemes under GST. Post issuance of
the said Circular various representations have been received from the trade and industry
seeking clarifications in respect of tax treatment in cases of secondary discounts or post sales
discount. The matter has been examined in order to ensure uniformity in the implementation
of the law across the field formations, the Board, in exercise of its powers conferred under
section 168(1) of the Central Goods and Services Tax Act, 2017 (hereinafter referred to as
“the CGST Act”) clarifies the issues in succeeding paragraphs.

2. For the purpose of value of supply, post sales discounts are governed by the provisions of
clause (b) of sub-section (3) of section 15 of the CGST Act. It is crucial to examine the true
nature of discount given by the manufacturer or wholesaler, etc. (hereinafter referred to as
“the supplier of goods”) to the dealer. It would be important to examine whether the additional
discount is given by the supplier of goods in lieu of consideration for any additional activity /
promotional campaign to be undertaken by the dealer.

3. It is clarified that if the post-sale discount is given by the supplier of goods to the dealer
without any further obligation or action required at the dealer's end, then the post sales
discount given by the said supplier will be related to the original supply of goods and it would
not be included in the value of supply, in the hands of supplier of goods, subject to the fulfilment
of provisions of sub-section (3) of section 15 of the CGST Act. However, if the additional
discount given by the supplier of goods to the dealer is the post-sale incentive requiring the
dealer to do some act like undertaking special sales drive, advertisement campaign, exhibition
etc., then such transaction would be a separate transaction and the additional discount will be
the consideration for undertaking such activity and therefore would be in relation to supply of
service by dealer to the supplier of goods. The dealer, being supplier of services, would be
required to charge applicable GST on the value of such additional discount and the supplier
of goods, being recipient of services, will be eligible to claim input tax credit (hereinafter
referred to as the “ITC”) of the GST so charged by the dealer.

4. 1t is further clarified that if the additional discount is given by the supplier of goods to the
dealer to offer a special reduced price by the dealer to the customer to augment the sales
volume, then such additional discount would represent the consideration flowing from the
supplier of goods to the dealer for the supply made by dealer to the customer. This additional
discount as consideration, payable by any person (supplier of goods in this case) would be
liable to be added to the consideration payable by the customer, for the purpose of arriving
value of supply, in the hands of the dealer, under section 15 of the CGST Act. The customer,
if registered, would be eligible to claim ITC of the tax charged by the dealer only to the extent
of the tax paid by the said customer to the dealer in view of second proviso to sub-section (2)
of section 16 of the CGST Act.

5. There may be cases where post-sales discount granted by the supplier of goods is not
permitted to be excluded from the value of supply in the hands of the said supplier not being
in accordance with the provisions contained in sub-section (3) of section 15 of CGST Act. It
has already been clarified vide Circular No. 92/11/2019-GST dated 7th March, 2019 that the
supplier of goods can issue financial / commercial credit notes in such cases but he will not
be eligible to reduce his original tax liability. Doubts have been raised as to whether the dealer
will be eligible to take ITC of the original amount of tax paid by the supplier of goods or only
to the extent of tax payable on value net of amount for which such financial / commercial credit
notes have been received by him. It is clarified that the dealer will not be required to reverse
ITC attributable to the tax already paid on such post-sale discount received by him through
issuance of financial / commercial credit notes by the supplier of goods in view of the
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provisions contained in second proviso to sub-rule (1) of rule 37 of the CGST Rules read with
second proviso to sub-section (2) of section 16 of the CGST Act as long as the dealer pays
the value of the supply as reduced after adjusting the amount of post-sale discount in terms
of financial / commercial credit notes received by him from the supplier of goods plus the
amount of original tax charged by the supplier.

7.5.1.5 Departmental Clarifications - Withdrawal of Circular No. 105/24/2019-GST dated
28.06.2019 - Circular No. 112/31/2019 — GST dated 3rd October, 2019

Kind attention is invited to Circular No. 105/24/2019-GST dated 28.06.2019 wherein certain
clarifications were given in relation to various doubts related to treatment of secondary or post-
sales discounts under GST.

2. Numerous representations were received expressing apprehensions on the implications of
the said Circular. In view of these apprehensions and to ensure uniformity in the
implementation of the provisions of the law across field formations, the Board, in exercise of
its powers conferred by section 168(1) of the Central Goods and Services Tax Act, 2017,
hereby withdraws, ab-initio, Circular No. 105/24/2019-GST dated 28.06.2019.

7.5.1.6 Departmental Clarifications - Clarification in respect of certain challenges faced
by the registered persons in implementation of provisions of GST Laws- Circular No.
137/07/2020-GST dated 13th April, 2020

Circular N0.136/06/2020-GST, dated 03.04.2020 had been issued to clarify doubts regarding
relief measures taken by the Government for facilitating taxpayers in meeting the compliance
requirements under various provisions of the Central Goods and Services Tax Act, 2017
(hereinafter referred to as the “CGST Act”) on account of the measures taken to prevent the
spread of Novel Corona Virus (COVID-19). It has been brought to the notice of the Board that
certain challenges are being faced by taxpayers in adhering to the compliance requirements
under various other provisions of the CGST Act which also need to be clarified.

2. The issues raised have been examined and in order to ensure uniformity in the
implementation of the provisions of the law across the field formations, the Board, in exercise
of its powers conferred under section 168(1) of the CGST Act hereby clarifies as under:

S. Issue Clarification
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An advance is received by a supplier for a
Service contract which subsequently got
cancelled. The supplier has issued the
invoice before supply of service and paid the
GST thereon. Whether he can claim refund
of tax paid or is he required to adjust his tax
liability in his returns ?

In case GST is paid by the supplier on
advances received for a future event which
got cancelled subsequently and for which
invoice is issued before supply of service the
supplier is required to issue a "credit note" in
terms of section 34 of the CGST Act. He
shall declare the details of such credit notes
in the return for the month during which such
credit note has been issued. The tax liability
shall be adjusted in the return subject to
conditions of section 34 of the CGST Act.
There is no need to file a separate refund
claim.

However, in cases where there is no output
liability against which a credit note can be
adjusted, registered persons may proceed
to file a claim under "Excess payment of tax,
if any" through FORM GST RFD-01.

An advance is received by a supplier for a
Service contract which got cancelled
subsequently. The supplier has issued
receipt voucher and paid the GST on such
advance received. Whether he can claim
refund of tax paid on advance or he is
required to adjust his tax liability in his
returns?

In case GST is paid by the supplier on
advances received for an event which got
cancelled subsequently and for which no
invoice has been issued in terms of section
31(2) of the CGST Act, he is required to
issue a "refund voucher" in terms of section
31(3)(e) of the CGST Act read with rule 51
of the CGST Rules.

The taxpayer can apply for refund of GST
paid on such advances by filing FORM GST
RFD-01 under the category "Refund of
excess payment of tax".

Goods supplied by a supplier under cover of
a tax invoice are returned by the recipient.
Whether he can claim refund of tax paid or is
he required to adjust his tax liability in his
returns ?

In such a case where the goods supplied by
a supplier are returned by the recipient and
where tax invoice had been issued, the
supplier is required to issue a "credit note" in
terms of section 34 of the CGST Act. He
shall declare the details of such credit notes
in the return for the month during which such
credit note has been issued. The tax liability
shall be adjusted in the return subject to
conditions of section 34 of the CGST Act.
There is no need to file a separate refund
claim in such a case.

However, in cases where there is no output
liability against which a credit note can be
adjusted, registered persons may proceed
to file a claim under "Excess payment of tax,
if any" through FORM GST RFD-01.
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Letter of Undertaking (LUT) furnished for the
purposes of zerorated supplies as per
provisions of section 16 of the Integrated
Goods and Services Tax Act, 2017 read with
rule 96A of the CGST Rules has expired on
31.03.2020. Whether a registered person
can still make a zero-rated supply on such
LUT and claim refund accordingly or does he
have to make such supplies on payment of
IGST and claim refund of such IGST ?

Notification No. 37/2017-Central Tax, dated
04.10.2017, requires LUT to be furnished for
a financial year. However, in terms of
notification No. 35/2020 Central Tax dated
03.04.2020, where the requirement under
the GST Law for furnishing of any report,
document, return, statement or such other
record falls during between the period from
20.03.2020 to 29.06.2020, has been
extended till 30.06.2020.

Therefore, in terms of Notification No.
35/2020-Central Tax, time limit for filing of
LUT for the year 2020-21 shall stand
extended to 30.06.2020 and the taxpayer
can continue to make the supply without
payment of tax under LUT provided that the
FORM GST RFD-11 for 2020-21 is furnished
on or before 30.06.2020. Taxpayers may
guote the reference no of the LUT for the
year 2019-20 in the relevant documents.

. |While making the payment to recipient,

amount equivalent to one per cent was
deducted as per the provisions of section 51
of Central Goods and Services Tax Act, 2017
i.e. Tax Deducted at Source (TDS). Whether
the date of deposit of such payment has also
been extended vide notification N. 35/2020-
Central Tax dated 03.04.2020?

As per notification No. 35/2020-Central Tax
dated 03.04.2020, where the timeline for any
compliance required as per sub-section (3)
of section 39 and section 51 of the Central
Goods and Services Tax Act, 2017 falls
during the period from 20.03.2020 to
29.06.2020, the same has been extended till
30.06.2020. Accordingly, the due date for
furnishing of return in FORM GSTR-7 along
with deposit of tax deducted for the said
period has also been extended till
30.06.2020 and no interest under section 50
shall be leviable if tax deducted is deposited
by 30.06.2020.

. |As per section 54 (1), a person is required to

make an application before expiry of two
years from the relevant date. If in a particular
case, date for making an application for
refund expires on 31.03.2020, can such
person make an application for refund before
29.07.2020?

As per notification No. 35/2020-Central Tax
dated 03.04.2020, where the timeline for any
compliance required as per sub-section (1)
of section 54 of the Central Goods and
Services Tax Act, 2017 falls during the
period from 20.03.2020 to 29.06.2020, the
same has been extended till 30.06.2020.
Accordingly, the due date for filing an
application for refund falling during the said
period has also been extended till
30.06.2020.

7.5.1.7 Departmental Clarifications - Prescribing manner of filing an application for
refund by unregistered persons- Circular No. 188/20/2022-GST dated 27th December,
2022
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Instances have been brought to the notice where the unregistered buyers, who had entered
into an agreement/ contract with a builder for supply of services of construction of flats/
building, etc. and had paid the amount towards consideration for such service, either fully or
partially, along with applicable tax, had to get the said contract/ agreement cancelled
subsequently due to non-completion or delay in construction activity in time or any other
reasons. In a number of such cases, the period for issuance of credit note on account of such
cancellation of service under the provisions of section 34 of the Central Goods and Service
Tax Act, 2017 (hereinafter referred to as ‘CGST Act’) may already have got expired by that
time. In such cases, the supplier may refund the amount to the buyer, after deducting the
amount of tax collected by him from the buyer.

1.2 Similar situation may arise in cases of long-term insurance policies where premium for the
entire period of term of policy is paid upfront along with applicable GST and the policy is
subsequently required to be terminated prematurely due to some reasons. In some cases, the
time period for issuing credit note under the provisions of section 34 of the CGST Act may
have already expired and therefore, the insurance companies may refund only the
proportionate premium net off GST.

1.3 Representations have been received requesting for providing a facility to such
unregistered buyers/ recipients for claiming refund of amount of tax borne by them in the event
of cancellation of the contract/agreement for supply of services of construction of flat/ building
or on termination of long-term insurance policy.

2. It would be pertinent to mention that sub-section (1) of section 54 of the CGST Act already
provides that any person can claim refund of any tax and interest, if any, paid on such tax or
any other amount paid by him, by making an application before the expiry of two years from
the relevant date in such form and manner as may be prescribed. Further, in terms of clause
(e) of sub-section (8) of section 54 of the CGST Act, in cases where the unregistered person
has borne the incidence of tax and not passed on the same to any other person, the said
refund shall be paid to him instead of being credited to Consumer Welfare Fund (CWF).

2.1 In order to enable such unregistered person to file application for refund under subsection
(1) of section 54, in cases where the contract/agreement for supply of services of construction
of flat/ building has been cancelled or where long-term insurance policy has been terminated,
a new functionality has been made available on the common portal which allows unregistered
persons to take a temporary registration and apply for refund under the category ‘Refund for
Unregistered person’. Further, sub-rule (2) of rule 89 of Central Goods and Service Tax Rules,
2017 (hereinafter referred to as ‘CGST Rules’) has been amended and statement 8 has been
inserted in FORM GST RFD-01 vide Notification No. 26/2022-Central Tax dated 26.12.2022
to provide for the documents required to be furnished along with the application of refund by
the unregistered persons and the statement to be uploaded along with the said refund
application.

3. In order to ensure uniformity in the implementation of the above provisions of the law across
field formations, the Board, in exercise of its powers conferred by section 168(1) of the CGST
Act, hereby clarifies the following:

4. Filing of refund application

4.1 The unregistered person, who wants to file an application for refund under sub-section (1)
of section 54 of CGST Act, in cases where the contract/agreement for supply of services of
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construction of flat/ building has been cancelled or where long-term insurance policy has been
terminated, shall obtain a temporary registration on the common portal using his Permanent
Account Number (PAN). While doing so, the unregistered person shall select the same
state/UT where his/her supplier, in respect of whose invoice refund is to be claimed, is
registered. Thereafter, the unregistered person would be required to undergo Aadhaar
authentication in terms of provisions of rule 10B of the CGST Rules. Further, the unregistered
person would be required to enter his bank account details in which he seeks to obtain the
refund of the amount claimed. The applicant shall provide the details of the bank account
which is in his name and has been obtained on his PAN.

4.2 The application for refund shall be filed in FORM GST RFD-01 on the common portal
under the category ‘Refund for unregistered person’. The applicant shall upload statement 8
(in pdf format) and all the requisite documents as per the provisions of sub-rule (2) of rule 89
of the CGST Rules. The refund amount claimed shall not exceed the total amount of tax
declared on the invoices in respect of which refund is being claimed. Further, the applicant
shall also upload the certificate issued by the supplier in terms of clause (kb) of sub-rule (2) of
rule 89 of the CGST Rules along with the refund application. The applicant shall also upload
any other document(s) to support his claim that he has paid and borne the incidence of tax
and that the said amount is refundable to him.

4.3 Separate applications for refund have to be filed in respect of invoices issued by different
suppliers. Further, where the suppliers, in respect of whose invoices refund is to be claimed,
are registered in different States/UTs, the applicant shall obtain temporary registration in the
each of the concerned States/UTs where the said supplier are registered.

4.4 Where the time period for issuance of credit note under section 34 of the CGST Act has
not expired at the time of cancellation/termination of agreement/contract for supply of services,
the concerned suppliers can issue credit note to the unregistered person. In such cases, the
supplier would be in a position to also pay back the amount of tax collected by him from the
unregistered person and therefore, there will be no need for filing refund claim by the
unregistered persons in these cases. Accordingly, the refund claim can be filed by the
unregistered persons only in those cases where at the time of cancellation/termination of
agreement/contract for supply of services, the time period for issuance of credit note under
section 34 of the CGST Act has already expired.

5. Relevant date for filing of refund:

As per sub-section (1) of section 54 of the CGST Act, time period of two years from the relevant
date has been specified for filing an application of refund. Further, the relevant date in respect
of cases of refund by a person other than supplier is the date of receipt of goods or services
or both by such person in terms of provisions of clause (g) in Explanation (2) under section 54
of the CGST Act. However, in respect of cases where the supplier and the unregistered person
(recipient) have entered into a long-term contract/ agreement for the supply, with the provision
of making payment in advance or in instalments, for example. construction of flats or long-
term insurance policies, if the contract is cancelled/ terminated before completion of service
for any reason, there may be no date of receipt of service, to the extent supply has not been
made/ rendered. Therefore, in such type of cases, it has been decided that for the purpose of
determining relevant date in terms of clause (g) of Explanation (2) under section 54 of the
CGST Act, date of issuance of letter of cancellation of the contract/ agreement for supply by
the supplier will be considered as the date of receipt of the services by the applicant.

6. Minimum refund amount
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Sub-section (14) of section 54 of the CGST Act provides that no refund under subsection (5)
or sub-section (6) shall be paid to an applicant, if amount is less than one thousand rupees.
Therefore, no refund shall be claimed if the amount is less than one thousand rupees.

7. The proper officer shall process the refund claim filed by the unregistered person in a
manner similar to other RFD-01 claims. The proper officer shall scrutinize the application with
respect to completeness and eligibility of the refund claim to his satisfaction and issue the
refund sanction order in FORM GST RFD-06 accordingly. The proper officer shall also upload
a detailed speaking order along with the refund sanction order in FORM GST RFD-06.

7.1 In cases where the amount paid back by the supplier to the unregistered person on
cancellation/termination of agreement/contract for supply of services is less than amount paid
by such unregistered person to the supplier, only the proportionate amount of tax involved in
such amount paid back shall be refunded to the unregistered person.



