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Background - Present Indirect Tax Structure

Custom Duty Import / Export of goods

Service Tax Provision of Services

Additional Duty of
Customs

On Import of goods - in lieu of Excise
Duty

Central Sales Tax (CST) Inter-state sale of goods

VAT Sale of goods within a state

Special Additional Duty Import of goods - in lieu of VAT

Central Taxes Parameters

Manufacturing of goodsCentral Excise

Mfg

10%

12.50 %

12.50%

14%

2%

5/15%

Entry Tax / Octroi Movement of goods into local territories **

** Rate depends on the State / Municipality where the goods are consigned` Cost Pass through

State / Local Taxes Parameters Rate

4%

Trading

10%

12.50 %

12.50%

15%

2%

5/15%

**

Rate

4%

Service

10%

12.50 %

12.50%

14.50%

2%

5/15%

**

Rate

4%
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Background - Input Tax

Intra State Supply
(Goods and Services +
Reverse charge Tax –

composition Tax)

CGST SGST

Inter State Supply
Goods and Services +
Tax on import of goods

IGST
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Background -Input Tax - Components

Capital
Goods

Goods, the value of
which is capitalised

in the books of
accounts of the

personal claiming
credit

Input
Services

Any service used or
intended to be used in the
course or furtherance of

business

Inputs
Any goods other

than capital goods
used or intended
to be used in the

course or
furtherance of

business

 Inputs – used in the course of business
 Capital goods – Definition rationalized
 Input service – Nexus between input & output not required
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Conditions for taking Input Tax Credit

Conditions
for taking

ITC

Conditions
for taking

ITC

Tax invoice
Should be in possession of
invoice/debit note/other
prescribed documents

Received
Goods/Services
Should have received
goods/services.

Tax is paid
Supplier should have paid
taxes (in cash or through
credit) in respect of such

supply.

Return is furnished
Credit can flow only through

filing GST returns.

 Goods received in installments – upon last installment
 Payment to supplier of services within 3 months
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Special
cases

Special
cases

Credit restrictions - Special cases
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Credit restrictions - Special cases

 Food & beverages, outdoor
catering, beauty treatment, health
services etc (except when used
for supplying same category of
goods/services)

 Membership of club etc
 Rent-a-cab, life insurance, health

insurance (except statutory
obligation) etc

 Travel benefits extended to
employees

Primarily meant for personal consumption

Works contract
 Works contract services when

supplied for immovable property
(other than plant & machinery)
except where it is an input
service for further supply of
works contract service

 Self construction (other than
plant & machinery)

 Except when used for
further supply of such
vehicles/transportation
of
passengers/imparting
training

 Transportation of
goods

Motor vehicle & conveyance

To reverse

 50% of eligible ITC
or

 Proportionate ITC
attributable to exempt
supply

Bank / FI / NBFC

 Goods lost, destroyed, stolen or written off – Input Tax to be reversed
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Food for thought

 Capital Goods – 100%
credit avaialble in the
first year?
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Input Tax Credit - Job work

Principal

Supplier

Job
worker

Inputs (1 year)/
Capital goods (3 year)

Export (without
tax)/Domestic clearance
(with tax) within 1 or 3
years

No further
consequence

No further
consequence

Brings back after 1 or
3 years

ITC availed earlier to be
reversed + Interest

Physical movement
of goods

Invoice / Input tax
credit flow
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Tax Credit – Utilization sequence

State
level Tax
Ledger

State
level Tax
Ledger

IGST
State wise IGST

credits to be
maintained.

VAT/Service tax
Ledger accounts for
existing taxes such as
VAT, Service tax
should be continued to
cover transitional
issues.

CGST
State wise CGST

credits to be
maintained

SGST
State-wise SGST
Ledger account to be
created.

SGST SGST IGST

CGST CGST IGST

IGST IGST CGST SGST

Output
liability

Input adjustment
sequence



12

IGST model – Levy and Credit
State A State B

Output IGST 22.5

Less:

Input IGST 09

Input CGST 04

Input SGST 04

Net IGST payable by
D1

5.50

Inter-state purchase - 50
IGST @ 18% = 9

D1

Local purchase - 50
CGST @ 9% = 4
SGST@ 9% = 4

Input
credits D2

IGST (CGST + SGST) 22.5

Customer

Local sale - 140
CGST 12.6
SGST 12.6

CGST SGST

Output GST 12.6 12.6

Less: Input IGST 12.6

Input IGST 9.9

Net SGST payable by D2 2.7

O
rd

er o
f u

tilizatio
n

Order of utilization

Inter-state sale/ stock transfer - 125
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Due date for returns

Nature of return/ details Due date

Details of outward supplies of goods/
services* - GSTR 1

10th day of the month succeeding the month for which
the return pertains to

Details of inward supplies of goods/
services* GSTR 2

15th day of the month succeeding the month for which
the return pertains to

Monthly return* GSTR 3 20th day of the month succeeding the month such the
return pertains to

Annual return along with audited
financial statements** GSTR 9

31st December following the end of the financial year

Return for input service distributor
(ISD) GSTR 6

Within 13 days after the end of the month

Return for person required to deduct
tax at source GSTR 7

Within 10 days after the end of the month

Quarterly Return for person paying tax
under composition GSTR 4

Within 18 days from the end of the quarter

Return for Non-Resident Foreign
Taxable Person GSTR 5

Last date of registration

*Not required to be filed by persons paying tax under composition/ persons paying tax as deductor
** Not required to be filed by persons paying tax as deductor/ ISD/ casual taxable person/ non-resident taxable person
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GST Return - Overview

•ITC details•Inward
supply
details

•Tax
liability

•Outward
supply
details

GSTR-1
Electronic

Cash
Ledger

Electronic
Credit
Ledger

GSTR-2

GSTN Banks

RBI Tax
authorities

GSTR 3
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GSTR Returns - Snapshot

GSTIN/

UIN

Invoice IGST CGST SGST POS
(only if

differentfrom
the location of

recipient)

Indicateif
Supply

attracts
reverse
charge

Tax on this
Invoiceis paid

under
provisional
assessment
(Checkbox)

GSTIN of
e- commerce
operator(if
applicable)

No. Date Value
Goods/
Services

HSN/
SAC

Taxable

value
Rate Amt Rate Amt Rate Amt

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) (17)

GSTIN/

Na

me

of
unregist

er ed
supplier

Invoi
ce IGST CGST SGST

POS
(only if
differen
t from

the
location

of
recipien

t)

Eligibility

of ITC

as

inputs/ca

pit al

goods/

input

services/

no ne

Total Tax available as

ITC

ITC available this

month

IGS T CGS T
SGS

T IGS T
CGS

T

SG
S
T

No. Date Value
Good/

Services

HSN/

SAC

Taxab le
value Rate Amt Rate Amt Rate Amt Amt Amt Amt Amt Amt Amt

(1) (2) (3) (4) 5 (6) (7) (8) (9) (10) (11) (12 (13) (14)
(15

)
(16) (17) (18) (19) (20) (21)

Auto Populated

Not Auto populated

(Claimed)

GSTR -1

GSTR -2
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Mapping of invoices

Inward supply
Details of inward supply furnished by
the suppliers would be auto-populated.
Such information is required to be
validated and uploaded by 15th day of
the month following the tax period

Outward supply
Details of outward supply is required to
be furnished by 10th day of the month
following the tax period.

Buyer
Every taxable supply
should be
accompanied by Tax
Invoice clearly
showing the GSTIN
of the customer.

Supplier
100% accuracy is

required in recording
the correct GSTIN
depending on the

place of supply.

 GSTR 1A- Details of
outward supplies as
added, corrected or
deleted by the
recipient

 GSTR 2A- Details of
inward supplies
made available to
the recipient on the
basis of FORM
GSTR-1 furnished
by the supplier

 GSTR 3- Monthly
return on the basis
of finalization of
details of outward
supplies and inward
supplies along with
the payment of
amount of tax



18

Matching of Invoices - Process

Supply of
goods/

services by
Supplier to
Recipient

Declaration
of details of

outward
supplies in
GSTR-1 by

Supplier

Auto-
population
of details of

ITC in
GSTR-2 of
Recipient

Verification,
validation,

modification
or deletion

of auto-
populated

ITC by
Recipient

Ascertainment
of eligible
ITC and

uploading of
details of

GSTR-2 by
Recipient

Ascertainment
and

payment of
net GST

Matching of
details

(i) Outward
supplies

(ii) Inward
supplies

(iii) IGST paid
on import of

goods
(iv) Debit

notes issued
by Supplier

Communication
of

mismatched
ITC to

Supplier and
Recipient
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ITC Mismatch - Illustration

IGST CGST SGST

Rate Amount Rate Amount Rate Amount Rate Amount Rate Amount Rate Amount

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25

1 29AAZCF1123110 ABC Limited 1 1/4/2017 8471 100,000 12 12000 6 6,000 6 6,000 1/4/2017 8471 100,000 6 6000 6 6,000

2 29AAZCF1123110 ABC Limited 2 1/4/2017 00440057 250,000 9 22,500 9 22,500 1/4/2017 00440057 250,000 9 22500 9 22,500

3 29AAZCF1123110 ABC Limited 3 1/4/2017 00440410 200,000 9 18,000 9 18,000 1/4/2017 00440410 200,000 9 18000 9 18,000

4 29AAZCF1123110 ABC Limited 4 1/4/2017 00440057 400,000 9 36,000 9 36,000 1/4/2017 00440057 400,000 9 36000 9 36,000

5 27AAZCF1123110 ABC Limited 5 1/4/2017 00440057 300,000 18 54000

9 27,000 9 27,000 27,000 27,000

As per Supplier As per Receiver

Sr
No.

Receiver's GSTIN Receiver's
Name

Invoice/de
bit note

No.

Invoice /
debit date

HSN/SAC Taxable value
(as per line

item)

Input Tax
(as per in GSTR 2/6)

IGST CGST SGST IGST CGST SGST

ITC availed liable
to be added to the

output liability
HSN/SAC Taxable value

(as per line item)
Output Tax

(as per in GSTR 1/5)
Invoice /
debit date

Auto
popul
ated

Added manually

Added to
liability if

not rectified
by supplier

Wrong GSTIN captured by
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Mismatch – Possible causes

▸ GSTIN captured wrongly

▸ Credit note issued by the supplier not received/recorded by
recipient (timing difference)

▸ Duplication claims by recipient

▸ Clerical mistake

▸ Omission by supplier

▸ Deliberate non-reporting by the supplier

 Inward supplies
identified as ineligible
by Recipient

 Invoice/Debit note
issued by supplier not
received by recipient

 Self assessed tax not
paid by Supplier???

Variance which may not result in
mismatch report
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Due date for rectification of omission/
errors

Particulars Due date for revision

Any omission/ error in details of
outward supplies of goods/ services

Date of filing of return for the month of September
following the end of the financial year (or) date of
filing of annual return for that period whichever is
earlier

Any omission/ error Details of
inward supplies of goods/ services

Any omission/ error in the monthly
return

Any omission/ error in the quarterly
return to be filed by person paying
tax under composition

Date of filing of return for quarter ended September
following the end of the financial year (or) date of
filing of annual return for that period whichever is
earlier
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Blacklisting of dealers

A system of “GST Compliance Rating” is proposed to be introduced. Any dealer having a rating
below a prescribed level would be counted as a blacklisted dealer.

Purchases made from a blacklisted dealer would not be eligible for ITC.

A continuous rating system for dealers would be maintained and profiles of all dealers would be
posted in public domain.

Triggers for blacklisting
Continuous default for a period of 3 months in
paying reversed ITC1

Continuous default of 3 months or any 3
month-period over duration of 12 months in
uploading sales details

2

Continuous short reporting of sales beyond a
prescribed limit of 5% (of total sales) for a
period of 6 months

3

Action points

Continuous
monitoring of

vendor
ratings

Contract
restructuring

including
indemnity

clause- with
key vendors

Educate
vendors on

how to
remain

compliant

Blacklisting of dealers
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
kalyankumark@gmail.com

9845572852


