Chapter 8

Input Tax Credit

S.No.| Description Pg.No.| No. lllus.
Sec 16(2):- Conditions for availment of ITC 40 7
Sec 17(5):- Blocked Credits 41 14
Sec 17(4):- Special option of ITC for Banking & Financial 43 1
Institutions
Sec 18(1): Availability of Credit in Certain Circumstances 43 1
5 Sec 18(4):-Reversal of credit for opting to pay tax under Sec 10 43 1
or Supply becomes wholly exempt
6 05. Section 18(6):- Supply of Capital Goods or Plant & Machinery on | 44 1
which ITC is taken
7 Combined Casestudy:- 44 1
Total No of lllustration 26
S.No. Chap No. | Que. No. No. lllus.
1 Study Mat 08 Q. 01.04/01.07/ 02.08/ 02.17/02.18/02.18.01/02.18/02/02.18.03/ 03.19/04.20/06.22 1
2 RTP/ MTP 08 Q. 01.05/ 01.06/ 02.11/ 02.12/ 02.14/ 07.23 6
3 Examination 08 Q. 02.10/02.15/ 2
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Total Illustrations 26
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0l. Sec 16:- Eligibility & Conditions for
avai’me”t O‘F 'TC Students , let’s

try to solve it b

Lwd 7L

Sec 16(2) (a):-Documents needed” *
for availing ITC

[ WX RIRIIMn case supplier has deposited the

taxes but the receiver has not received the
documents, is receiver entitled to avail credit ?
(a) Yes, it will be auto populated in recipient
monthly returns
(b) No, as one of the conditions of 16(2) is not
fulfilled
(c) Yes, if the receiver can prove later that
documents are received subsequently
(d) Nowe of the above
[Hint: Refer Sec 16(2)(a)]

Sec 16(2) (b):-Condition of goods &/or

services to be received

Mr. A placed an order with Mr. B in
April 20XX. He has received the invoice and both of
them has duly filed the return along with the
necessary tax payment. But the goods were
received in May 20XX. When can Mr. A claim the
credit?

(a)  April 20X

(b) May 20XX

(c) September 20XX
(d) Either (a) or (b)
[Hint: Refer Sec 16(2)(b)]

| Sec 16(2)c):- Tax payment to government
(L XEZIREX[IAWhen is the person eligible to claim
the credit of tax paid under RCM?

(a) Same month

(b) Next month

(c) Any of the two months

(d) In any month of the year

[Hint: Refer Sec 16(2)(c)]
ITC of goods received in lots
L WEXIXIXIA I the goods are received in

lotsfinstalment, [Study Mat]

a) S0% ITC can be taken on receipt of Ist lot and
balance $0% on receipt of last lot.

b) ITC can be availed upon receipt of last lot.

¢) 100% ITC can be taken on receipt of Ist lot.

d)  Proportionate ITC can be availed on receipt of
each lot/instalment.

[Hint: Refer proviso to Sec 16(2)]
Payment for invoice to be made in

180 days
(EZLNZXIEXIIR. ' which of the following

situations, recipient needs to add the input tax

credit availed by him to his output tax liability or
reverse the same ? [Study Mat][MTP 0ld Nov 21]
(a) If payment for supplies, whether wholly or partly,
under forward charge is not wmade to the
supplier within 4S days from the date of invoice
(b) If payment for supplies, whether wholly or
partly, under forward charge is not made to the

supplier within 90 days from the date of invoice

(c) If payment for supplies, whether wholly or partly,
under forward charge is not made to the supplier
within 180 days from the date of invoice

(d) If payment for supplies, whether wholly or partly,

under forward charge is not made to the

supplier within | year from the date of invoice
[Hint:- Refer 2nd proviso to sec 16(2)]

ec 16(3):- No ITC if depreciation is

claimed on tax component of CG
(A BENININLA P.K. Traders, engaged in

manufacturing of taxable as well as exempt goods,
purchased a machinery worth % 17,70,000  15,00,000
plusZ 2,720,000 6ST). It capitalized full amount
including taxes in the books of accounts and claimed

depreciation ow it as per provisions of the Income Tax
Act, 196]. Compute the amount of ITC that can be
claimed by PK. Traders? [CA Inter MTP may 22 ]
[Study Mat] [CA Inter MTP Oct 2020]

(a) 22,720,000 (b) 2ero

(c) In proportion of taxable and exempt supply

(d) By decreasing percentage points as prescribed
[Hint: Refer Sec 16(3)]

Sec.16(4)-Time limit for availing ITC
(LA LEKIKYKTAMr. A has a tax invoice [dated 20-1-
2024] of services received by him. Its input tax
credit is lost, if ITC is not availed on or before—
[Study Mat]
(a) 20-1-202S. (b) 31-12-2024. © 20-1-2026.
(d)30th Nov 2024 or date of filing of annual return
for 2023-24, whichever is earlier.
[Hint: Refer Sec 16(4)]
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02. Sec 17(5):- Blocked Credits

Sec 17(5) (a):-Motor Vehicle

(L[ WX RER  ITC of motor vehicles used for
making----------- is allowed. [Study Mat]

(i) Transportation of goods

(ii) Taxable supplies of transportation of passengers

(iii) Taxable supplies of imparting training on driving
(a) () () () and (i)
(c) Gi) and Giii) @) ), Gi) and Gii)
[Hint: Refer Sec 17(5)(a)]

[ BRI YRERITA ITC shall be allowed in which of
the following options
l. Work- trucks ii. Fork-lift trucks

lii. Tippers Iv. Dumpers
Tick the correct option.
(a) () & (i) b) Gii) & (iv)

() ), Gii) & Gii) () @, G, Gii) & (iv)
[Hint:- Refer Sec 17(5)(a), all these are used for
transportation of goods]

(L X EX RN alculate the amount of eligible ITC
S.No.| Particulars GST Paid X
I |A Mini bus having seating capacity| 15,00,000
of IS persons (including driver) used

for running on hire

2 |Car having seating capacity of 8
people used for business purposes

1,00,00,000

3 |Car having seating capacity of 4

$0,00,000
persons used for imparting training

on driving such car

4 |Special purpose vehicle having| 000000

seating capacity of 2 persons used

for transportation of goods

(CA Inter 6ST May 2020 )
(a) % 2,25,00,000/- (b) T 2,0,00,000/-
() T1.25,00,000/- (d)  75,00,000/-
[Hint: Refer Sec 17(S5)(a), eligible

ITC=[15,00,000+ 50,00,000 +60,00,000]=1,25,00,000]
[ XX RIKTC on ________ _ is not blocked.
[CAI MTPOct 22]
(a) trucks purchased by a company for
transportation of its finished goods
(b) aircraft purchased by a manufacturing company
for official use of its CEO
(c) general insurance taken on a car used by
employees of a manufacturing company for
official purposes
(d) cars purchased by a manufacturing company for
official use of its employees
[Hint:- Refer Sec 17(S)(a), 17(5) (aa), 17(5) (ab)]

Sec 17(5) (b):-() G [Gii) with proviso

(4 X PRYX Medhavi Industries, engaged in

manufacturing of taxable goods, purchased cars for
official use of its employees. Amount of GST paid on
purchase of the cars amounted to< 2,80,000. It also
availed outdoor catering services for a marketing
event organised for its prospective customers.
Amount of GST paid on said services was 18,000.
Compute the total amount of ITC that can be

claimed by Medhavi Industries. [CAl MTP Sep 22]
(a) % 2,98,000 (b) 18,000
(c) % 2,30,000 () Nil
[Hint :- Refer sec 17(5)(a) & (b)]
Sec 17(5)(c ):-Works Contract-
Construction of lmmovable Property

(except Plant & Machinery)

[ NI EXYREXIA Kamlesh hires a works contractor
for repairing his factory building on a lumpsum
payment of X 11,80,000. He debits half of the
expenditure in the profit and loss account and the

remaining half in the building account. Assuming
the rate of GST to be 18%, Kamlesh can take input
tax credit of:

(a) % 90,000 b))  Z1,06,200

(c) 2,012,400 @  Nil

[Hint:- Refer sec 17(5)(c) & explanation | there

under - construction includes repair also to the [SaME

extent capitalised - so, ITC for the half amount is
blocked = [£(11800007100/118)/23713%]

Sec 17(5)(g):-6Goods &/or Services
used for personal consumption
(2 WA YRLRA Mr. Raghu avails services of Mr.

Raja, a Chartered Accountant, as under-

G) Audit of financial accounts X 55,000
Gi) Tax audit and annual fling X 10,000
Giii) Income-tax return filing of

Mr. Raghu 's wife 35,000

All the above amounts are exclusive of taxes and the
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[TW:)be the tax treatment of these free samples under

applicable rate of GST on these services is 18%.
The accountant of Mr. Raghu has booked the entire
expenses of T 70,000 plus GST in the books of
account. Mr. Raghu is eligible to take input tax credit
of — (CA Inter RTP Nov 2020 ) [Study Mat] [CA Inter

MTP Apr 23]
(a) 313,500 (b) 11,700
() % 9,900 () % 1,300

[Hint: Refer Sec 17(5)(g), ITC=[( 55,000 + 10,000 )
"18%]=11,700]

Sec.17(5)(h)- goods lost/stolenfgifts etc.
TAWEXZEXIA ABC Ltd. is a registered

pharmaceutical company. The company invented one
drug for instant cure of cancer. They supplied free
samples of this medicine to various doctors. What will

6ST? (CA Inter 6ST May 2020 )
(a) ABC Ltd. is liable to pay tax on supply of free
samples and eligible to claim input tax credit.
(b) ABC Ltd. is not liable to pay tax on supply of free
samples but eligible to claim input tax credit.
(c) ABC Ltd. is neither liable to pay tax on supply of

free samples nor eligible to claim input tax credit.

Sec 17(5) (i):-tax paid uls 74, 129 and 130

L YEXEMIXIAGST Authorities raised Mr. A's place
of business and found that tax has been evaded. The
proceedings under section 73 were started and Mr. A
was made liable to pay a tax of X2 crore along with
the interest and penalty. For which of the following
amounts, Mr. A can claim ITC?

(a)X 2 crore

(b)X 2 crore and interest paid separately

(c) X 2 crore, interest and penalty paid separate

(d) No ITC shall be allowed

[Hint:- Refer Sec 17(S)(i) not appliacble, as

proceedings of sec 73 but not of sec 74 attracts

here & sec 2(62)- input tax does not include

interest & penalty so ITC of tax is allowed]

Combined guestions on sec 17(5):-
(L REXIRYKUA  Input tax credit shall not be

available in respect of
() services on which tax has been paid under
composition levy
Gii) goods given as free samples
Giii) goods used for personal consumption
Giv) Membership of a club provided by the employer

(I BERIRERAA P2Y Ltd. is engaged in

manufacturing of wmotor car. The company paid
following amount of GST to its suppliers against the
invoices raised to it. Compute the amount of

ineligible input tax credit under ST law:-

S.No.| Particulars GST Paid X
| |General insurance taken on cars| 1,00,00,000
manufactured by P2Y Ltd.
2 |Buses purchased for transportation| 25,00,000
of employees (Seating capacity 23)
: Life and health insurance for 6,00,000
employees under statutory
obligation
¢ |Outdoor catering in Diwali Mela| 3,50,000
organized for employees
[Study Mat] [CA Inter MTP Mar 23]
(a) % 9,50,000 (b) ¥3,50,000
(c) % 1,31,00,000 (d) % 28,50,000

[Hint: Refer Sec 17(5)(a),17(S)(b)(i) & proviso to
17¢5)(b)]

MCQ 08.02.13.0 Following amounts are being

reflected in GSTR-2B of Sukhiya Associates,
registered under GST, for the month of April:

CA Inter GST MCQ

to its employees as per company's internal policy. :
Raw material purchased ¥ 20,000
(d) ABC Ltd. is liable to pay tax on supply of free | (v) Travel benefits extended to employees on
o o . . . Machinery purchased for manufacturing| ¥ 100,000
samples but not eligible to claim input tax credit. | vacation such as leave or home travel concession as P Y
"Nt [y N
[Hint: Refer Sec 17(S)(h)] per company's internal policy. [Study Mat] R R e e G SRt
() @) ) (),Gi) & (v) immovable property
@ ), (&) @) @), G),Gii),(v) &)
[Hint: Refer Sec 17(5)]
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Apart from this, an invoice for purchase of raw
materials worth F 30,000 is not reflected in GSTR-
2B of April as the supplier has not furnished his
GSTR-). Moreover, GST of F 25,000 is paid on GTA
services received from Sindhu Transporters in April
for transport of raw materials.

Compute the amount of ITC that Sukhiya Associates
is eligible to avail for the month of April. [Study
Mat]

a) ¥1,45,000 b) F6,20,000

¢) ¥6,45,000 d) F6,75,000

[Hint: ITC = F 20,000 + ¥ 1,00,000 + F 25,000]
Cheeku Ltd,, a registered person, is
engaged in wmanufacturing of taxable goods. It
provides following details in relation to ST paid on
inward supplies procured by it during the month of
January:

¢) 6,230,000 d) ¥ 760,000

[Hint: ITC = F 6,10,000 + F 1,20,000]
| Dheeru Ltd., a registered person, is
engaged in wmanufacturing of toys. It provides
following details in relation to GST paid on supplies
procured by it during the month of October:

F 2,00,000

Raw material purchased

Construction of pipelines laid outside the
factory premises

F 3,00,000

Insurance charges paid for trucks used for| ¥ 80,000

transportation of good's

Determine the amount of ITC that can be availed b
Dheeru Ltd. for the month of October. Subject to th

information given above, all the other conditions

Mat]
a) ¥ 5,00,000

Raw material purchased (to be received in
the month of February)

F 2,00,000

b) ¥ 2,380,000
¢) ¥ 3,80,000

Capital goods purchased (Invoice for one of|
the machines is missing. ST paid on the
same is F 70,000)

F 4,80,000

d) ¥ 5,80,000
Hint: ITC = F 2,00,000 + F 30,000

Free samples distributed ¥ 80,000

03. Sec 17(4):- Special option of ITC

Trucks used for transport of minerals ¥ 1,20,000

for Banking & Financial Institutions

Determine the amount of ITC that can be availed by
Cheeku Ltd. for the month of January. Subject to the
information given above, all the other conditions
necessary for availing ITC have been fulfilled. [Study
Mat]

a) ¥ 7,30,000 b) ¥ 5,30,000

[ N XERLKIIAFor banking companies using inputs
and input services partly for taxable supplies and
partly for exempt supplies, which of the
statement is true? [Study Mat]

(a) ITC shall be compulsorily restricted to credit

attributable to taxable supplies including zero

rated supplies

(b) S0% of eligible ITC on inputs, capital goods, and
input service shall be mandatorily taken in a
month and the rest shall lapse.

(c) Banking company can choose to exercise either
option (a) or option (b)

(d)  ITC shall be compulsorily restricted to credit

attributable to taxable supplies excluding zero

rated supplies

[Hint: Refer Sec 17(4)]

04. Sec 13Q1): Availability of Credit in
Certain Circumstances

[ M- IRLX A Vrinda Enterprises is a trader of

necessary for availing ITC have been fulfilled. [Study] electronic items in Haryana. It opted for the

composition scheme on Ist April of current financial
year. However, with effect from Ist July, it switched
to regular scheme of paying the tax since its
aggregate turnover crossed F 150 lakh. The stock of
goods (purchased during last 6 wmonths) and
machinery (purchased on 3rd May) on 30th June is
T 16,00,000 and F 6,20,000 respectively. Compute
the amount of ITC that can be availed by Vrinda
Enterprises assuming the applicable rate of GST to
be 13%. [Study Mat ]
a) Nil b) 3,949,020
¢) F396000 d)  F2,8%000
[Hint: Refer Sec 13(1)(c), ITC = [(F16,00,000 + F
6,20,000)"18%] - [(6,20,00018% *S%)]
= 3,499,600 - ¥ 5,530
= 3,46,020]
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0S. Sec 12(4):-Reversal of credit for

opting to pay tax under Sec 10 or
Supply becomes wholly exempt
True or false — “In case of
switching from taxable to exempt transactions or
from Regular to composition scheme, ITC is fully
restricted.”

(a) Correct

(c) Partially correct

[Hint: Refer Sec 13(4)]

(b) Incorrect
(d) None of the above

06. Section 18(6):- Supply of Capital
Goods or Plant & Machinery on which

ITC is taken

Ash & Co, registered in Delhi, is a manufacturer of

hardware items. He  has purchased a machine on

T1:101.06.2023 for X 59,000 R 50,000 +Rs. 9000 6ST@ 13

%). GST of X 9000 has been claimed by him as ITC.

Now, on 01.00.202S, he sold his machinery to an
unrelated party, Aggawal & Sons of Rajasthan for X
47,200 (40,000 plus X 7,200 6ST @ 13% ). Determine
how much tax Ash & Co. is liable to pay?[Study
Mat]

(a)Z 7,200 (b)Z $,350

(c) % 9,000 (d)Z 3,150

(Hint:- Refer Sec 18(6), here amount to be paid =
Higher of:- ITC taken reduced by prescribed % or tax on
transaction value)

07. Combined Case study:-
[ RN YREXAPTL Pvt. Ltd. is a retail store of

merchandise located in 25 States andfor UTs in the
country. For the purpose of clearance of stock of
merchandise and to attract consumers, PTL Pvt. Ltd.
launched scheme of “Buy One Get One Free” for the
same type of merchandise, for instance, one shirt to
be given free with purchase of one shirt. For saving
cost, PTL Pvt. Ltd. directly purchases merchandise
from the manufacturers.

In the wmonth of May, in order to save
employee cost, PTL Pvt. Ltd. purchased a tempo
traveller worth X 12,00,000 with seating capacity of
28 persons (including driver) for transportation of
its employees. Further, for ensuring the well-being
of its employees, PTL Pvt. Ltd. voluntarily obtained
the health insurance cover of X 2,00,000 for each
employee in the same month. The premium of X 1,500
per employee has been paid by the company for 100
employees.

In the month of July, Mr. Raghav, a customer
of the company, filed a law suit in the Court, against
the company for not supplying goods of the value of
X 1,00,000. PTL Pvt Ltd. engaged Mr. Ram, an
advocate, to represent it in Court for an agreed
consideration of X 25,000. As per the terms of the
contract, Mr. Ram issued an invoice on Sth July.
However, consideration was not paid till February
next year.

Note - All the amounts given above are excluding

taxes and all transactions are intraState
transactions. Rates of tax are CGST - 3% and SGST
- 9%. However, for tempo traveller, the rates of
taxes are CGST - 19% and SGST — 14%. In relation to
the above, answer the following questions: (CA Inter
RTP Nov 2020) (Study Mat)

() With respect to “Buy One, Get One” offer, which
of the following statements is true:

(a) It will not be considered as supply at all since no
consideration is involved in one of the items.

(b) Supply of item for which consideration is
charged is a supply under section 7 of the CGST
Act, 2017 while supply of the other item
supplied free of cost is not a supply.

(c) These are two individual supplies where a single
price is charged for the entire supply. Since a
single price is charged, the same will always be
taxed as a mixed supply.

(d) These are two individual supplies where a single
price is charged for the entire supply. Their
taxability will depend upon as to whether the
supply is a composite supply or a mixed supply.

[Hint:- Refer clarification given in this chapter for
buy one get one free- Circular No. 92/11/2019-
GST dated 07/03/2019]

Gii) Eligible input tax credit for the month of May (i)
on the purchase of tempo traveller and (i) on
health insurance premium paid (assuming that
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all other conditions, for availing input tax credit

have been complied with) is:

(a) () CGST - Nil, SGST - Nil and (i) CGST - Nil,
SGST - Nil

(b) () CGST - % 1,638,000, SGST - X 163,000 and
(i) CGST - Nil, SGST - Nil

(c) (i) €GST - Nil, SGST - Nil and (ii) CGST -
13,000, SGST - X 13,000

(d) () C6ST -% 1,63,000, SGST - %1,63,000 and (ii)
CGST - 18,000, 56ST -X 18,000

[Hint:Refer Sec 17(5)(a) and 17(5)(b)]

with tax within 180 days of the issuance of
invoice does not apply in the given case.

(d) C6STX 2,250 and SGST- X 2,250 on advocate
services are payable by Mr. Ram. The condition
of payment of consideration along with tax
within 180 days of the issuance of invoice does
not apply in the given case.

[Hint: Refer entry no. 2 in RCM chapter for

advocate service and also refer 2nd proviso to Sec

16(2) in ITC chapter for payment to be made

within 180 days]

Answer

Gii) Which of the following statements is true in Author’s Note:- It is assumed that PTL Pvt. Ltd. Is
respect of the services of advocate availed by the | | not falling under exemptions given for legal services i.e.
company? the agq. t/o in P.F.Y. is exceeding the threshold limit

(a) CGST-X 2,250 and SGST- T 2,250 on advocate | | for registration.

services are payable by PTL Pvt Ltd. ITC availed
thereon is to be added to its output tax liability
with interest as consideration along with tax is
not paid within 180 days of the issuance of
invoice.

(b) CGSTX 2,250 and SGST-X 2,250 on advocate
services are payable by Mr. Ram. ITC availed
thereon is to be added to output tax liability of
PTL Pvt Ltd. with interest as consideration
along with tax is not paid within 180 days of
the issuance of invoice.

(c) €6ST-X 2,250 and SGST- X 2,250 on advocate
services are payable by PTL Pvt. Ltd. The

condition of payment of consideration along
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