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Clarification wrt sub-rule (4) of rule 36 of the
CGST Rules, 2017 - February 20 to August 20

Source : Circular No. 142/12/2020- GST dated 9th October 2020

Rule 36 sub rule 4:

Input tax credit to be availed by a registered person
in respect of invoices or debit notes, the details of
which have not been uploaded by the suppliers
under sub-section (1) of section 37, shall not exceed
10 per cent of the eligible credit available in respect
of invoices or debit notes the details of which have
been uploaded by the suppliers under sub-section (1)
of section 37.

Proviso tosub rule4:

Provided that the said condition shall apply
cumulatively for the period February, March, April,
May, June, July and August, 2020 and the return in
FORM GSTR-3B for the tax period September, 2020
shall be furnished with the cumulative adjustment of
input tax credit for the said months in accordance
with the condition above.

Vide Circular No. 123/42/2019 - GST dated 11th
November, 2019,

various issues relating to implementation of sub-rule
(4) of rule 36 of the Central Goods and Services Tax
Rules, 2017 (hereinafter referred to as the CGST
Rules) relating to availment of input tax credit (ITC) in
respect of invoices or debit notes, the details of
which have not been uploaded by the suppliers
under sub-section (1) of section 37 of the Central
Goods and Services Tax Act, 2017 (hereinafter
referred to as the CGST Act) were clarified.

Keeping the situation prevailing in view of measures
taken to contain the spread of COVID-19 pandemic,
vide notification No. 30/2020-CT, dated 03.04.2020, it
had been prescribed that the condition made under
sub-rule (4) of rule 36 of the CGST Rules shall apply
cumulatively for the tax period February, March,
April, May, June, July and August, 2020 and that the
return in FORM GSTR-3B for the tax period
September, 2020 shall be furnished with the
cumulative adjustment of input tax credit for the said
months.

To ensure uniformity in the implementation of the
said provisions across the field formations, the
Board, in exercise of its powers conferred under
section 168(1) of the CGST Act hereby clarifies certain
issues in succeeding paragraphs.

It is re-iterated that the clarifications issued
earlier vide Circular No. 123/42/2019 - GST dated
11.11.2019 shall still remain applicable, except for
the cumulative application as prescribed in
proviso to sub-rule (4) of rule 36 of the CGST
Rules. Accordingly, all the taxpayers are advised to
ascertain the details of invoices uploaded by their
suppliers under subsection (1) of section 37 of the
CGST Act for the periods of February, March, April,
May, June, July and August, 2020, till the due date of
furnishing of the statement in FORM GSTR-1 for the
month of September, 2020 as reflected in GSTR-2As.

Taxpayers shall reconcile the ITC availed in their
FORM GSTR-3Bs for the period February, 2020 to
August, 2020 with the details of invoices uploaded by
their suppliers of the said months, till the due date of
furnishing FORM GSTR-1 for the month of September,
2020. The cumulative amount of ITC availed for the
said months in FORM GSTR-3B should not exceed
110% of the cumulative value of the eligible credit
available in respect of invoices or debit notes the
details of which have been uploaded by the suppliers
under sub-section (1) of section 37 of the CGST Act,
till the due date of furnishing of the statements in
FORM GSTR-1 for the month of September, 2020.

It may be noted that availability of 110% of the
cumulative value of the eligible credit available in
respect of invoices or debit notes the details of which
have been uploaded by the suppliers under sub-
section (1) of section 37 of the CGST Act does not
mean that the total credit can exceed the tax amount
as reflected in the total invoices for the supplies
received by the taxpayer i.e. the maximum credit
available in terms of provisions of section 16 of the
CGST Act.
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The excess ITC availed arising out of reconciliation during this period, if any, shall be required to be reversed in
Table 4(B)(2) of FORM GSTR-3B, for the month of September, 2020. Failure to reverse such excess availed ITC on
account of cumulative application of sub-rule (4) of rule 36 of the CGST Rules would be treated as availment of
ineligible ITC during the month of September, 2020.

The manner of cumulative reconciliation for the said months in terms of proviso to sub rule (4) of rule 36 of the
CGST Rules is explained by way of illustration, in a tabulated form, below.

Table 1
Invoices on

Eligible ITC which ITC is

as per the ITC eligible and

provisions of | availed by | uploaded by the

Chapter V of | the suppliers till

the CGST taxpayer | due date of

Act and the | (recipient) | FORM GSTR-1

rules made in GSTR- | for the tax

thereunder, | 3B of the | period of Effect of cumulative

except rule respective | September, application of rule 36(4)
Tax period 36(4) months 2020 on availability of ITC.
Feb, 2020 300 300 270 | Maximum eligible ITC in
March, 2020 400 400 380 | terms of rule 36 (4) is 2450
April, 2020 500 500 450 ; [10% ﬂfh2‘;50] :_1239|5T*C

ax ad availe
May, 2020 350 350 3201 ¢ 2?55‘5[;?1Therefore‘ ITC of
July, 2020 550 550 480 required to be reversed as
August, 2020 200 200 150 | mentioned in para 3.4.
TOTAL 2750 2750 2450 | above,
ITC Reversal required to the extent of 55
10% Rule shall apply
independently for

September, 2020 500 385 350 | September, 2020
In the FORM GSTR-3B for the month of September, 2020, the tax payer shall avail ITC of
385 under Table 4(A) and would reverse ITC of 55 under Table 4(B)(2)

Clarification on Tables 4, 5, 6 and 7 in auto
populated GSTR 9 for the year 2018-19

Source : Press Release Dated 09th October, 2020 FY 2018-19 & the values pertaining to FY 2017-18

Vide notification No. 69/2020 - Central Tax, dated
30.09.2020, the due date for furnishing of the Annual
return for the FY 2018-19 has been extended till
31.10.2020.

Certain representations have been received stating
that the auto populated GSTR 9 for the year 2018-19
(Tables 4, 5, 6 and 7) also includes the data for FY
2017-18. However, this information for FY 2017-18
has already been furnished by the taxpayers in the
annual return (GSTR9) filed for FY 2017-18 and there
is no mechanism to show the split of two years (2017-
18 & 2018-19) in FORM GSTR-9 for 2018-19.

In this regard, it is clarified that the taxpayers are
required to report only the values pertaining to

which may have already been reported or adjusted
are to be ignored. No adverse view would be taken in
cases where there are variations in returns for
taxpayers who have already filed their GSTR-9 of FY
2018-19 by including details of supplies & ITC
pertaining to FY 17-18 in Annual return for FY 18-19.

All the taxpayers are requested to avail the benefit of
the extended due date and file their Annual Return
(GSTR-9) at the earliest to avoid last minute rush. It
may be noted that furnishing of the Annual return in
FORM GSTR-9 is mandatory only for taxpayers with
aggregate annual turnover above Rs. 2 Cr. while
reconciliation statement in GSTRIC is to be furnished
only by the registered persons having aggregate
turnover above Rs. 5 Cr.
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CBIC Notification for mentioning of HSN Code in Tax

Invoices

Source : Notification No. 78/2020 - Central Tax
With effect from the 01st day of April, 2021

Registered person having annual turnover in the
preceding financial year as specified in column (2) of
the Table below shall mention the digits of
Harmonised System of Nomenclature (HSN) Codes,
as specified in the corresponding entry in column (3)
of the said Table, in a tax invoice issued by him under
the said rules

Aggregate Turnover in the
preceding Financial Year
Code (HSN Code)

2) 3)

Up to rupees five crores 4

Number of Digits of Harmonised
System of Nomenclature

more than rupees five crores 6

Provided that a registered person having aggregate
turnover up to five crores rupees in the previous FY
may not mention the number of digits of HSN Code,
as specified in the corresponding entry in column (3)
in a tax invoice issued by him under the said rules in
respect of supplies made to unregistered persons

Blocking of E-Way Bill generation for taxpayers
with AATO over Rs 5 Cr., after 15th October, 2020

In terms of Rule 138 E (b) of the CGST Rules, 2017, the
E Way Bill generation facility of a person is liable to
be restricted, in case the person fails to file their
GSTR-3B returns, for a consecutive period of two
months or more.

As you might be aware that the GST Council in its last
meeting has decided that this provision will be made
applicable for the taxpayers whose Aggregate Annual
Turn Over (AATO, PAN based) is more than Rs 5
Crores.

Thus, if the GSTIN associated with the respective PAN
(with AATO over Rs 5 Cr.) has failed to file their GSTR-
3B Return for 02 or more tax periods, up to the month
of tax period of August, 2020, their EWB generation
facility will be blocked on the EWB Portal.

Please note that the EWB generation facility for such
GSTINs (whether as consignor or consignee or by
transporter) will be blocked on EWB Portal after 15th
October, 2020.

To avail continuous EWB generation facility on EWB
Portal, you are therefore advised to file your pending
GSTR 3B returns immediately.

Please ignore this update if:
e You are not registered on the EWB portal or
¢ You have already filed your GSTR-3B Return for
August, 2020 or
e Your AATO (PAN based) is below Rs 5 Cr.

Due dates of furnishing Form 3B for October, 2020

to March, 2021.

FORM GSTR-3B for each of the months from October,
2020 to March, 2021 shall be furnished

on or before the twentieth day of the month
succeeding such month.

Provided that, for taxpayers having an aggregate
turnover of up to five crore rupees in the previous
financial year, whose principal place of business is in
the States of
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A. Chhattisgarh, Madhya Pradesh, Gujarat,
Maharashtra, Karnataka, Goa, Kerala, Tamil Nadu,
Telangana, Andhra Pradesh, the Union territories of
Daman and Diu and Dadra and Nagar Haveli,
Puducherry, Andaman and Nicobar Islands or
Lakshadweep,

the return in FORM GSTR-3B of the said rules for the
months of October, 2020 to March, 2021 shall be
furnished

on or before the twenty-second day of the month
succeeding such month

B. Himachal Pradesh, Punjab, Uttarakhand,
Haryana, Rajasthan, Uttar Pradesh, Bihar, Sikkim,
Arunachal Pradesh, Nagaland, Manipur, Mizoram,
Tripura, Meghalaya, Assam, West Bengal, Jharkhand
or Odisha, the Union territories of Jammu and
Kashmir, Ladakh, Chandigarh or Delhi,

the return in FORM GSTR-3B of the said rules for the
months of October, 2020 to March, 2021 shall be
furnished

on or before the twenty-fourth day of the month
succeeding such month.

|Taxpavers with aggregate

the previous financial year

1 More than Rs 5 Crore All States and UTs

i;.‘t"f" over (PAN based) in  And Taxpayers having principal place of business in the State/ UT of

Due date of filing
f Form GSTR 3B,

for September,

2020

20th October, 2020

2 Upto Rs 5 Crore

| State of Chhattisgarh, Madhya Pradesh, Gujarat, Maharashtra, Karnataka, Goa, Kerala, Tamil Nadu,
Telangana or Andhra Pradesh or the Union territories of Daman and Diu and Dadra and Nagar
| Hawveli, Puducherry, Andaman and Nicobar Islands and Lakshadweep

22nd October, 2020

pto Rs 5 Crore

LJ State of Himachal Pradesh, Punjab, Uttarakhand, Haryana, Rajasthan, Uttar Pradesh, Bihar, Sikkim,
3 Arunachal Pradesh, Nagaland, Manipur, Mizoram, Tripura, Meghalaya, Assam, West Bengal,
| Jharkhand or Odisha or the Union territories of Jammu and Kashmir, Ladakh, Chandigarh and Delhi

24th October, 2020

Due dates for furnishing of FORM GSTR-1 for the
months October, 2020 to March, 2021

On the recommendations of the Council, hereby extends the time limit for furnishing the details of outward
supplies in FORM GSTR-1 of the Central Goods and Services Tax Rules, 2017, by such class of registered persons

having aggregate turnover of more than 1.5 crore rupees in the preceding financial year or the current
financial year, for each of the months from October, 2020 to March, 2021
till the eleventh day of the month succeeding such month. Notification No 75/2020 - Central Tax

having aggregate turnover of up to 1.5 crore rupees in the preceding financial year or the current financial year

SI. No. Quarter for which details in FORM Time period for furnishing
GSTR-1 are furnished details in FORM GSTR-1
(1) 2) 3)
1 October, 2020 to December, 2020 13" January, 2021
2 January, 2021 to March, 2021 13% April, 2021
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Exemption to satellite launch services provided by
ISRO, Antrix Co. Ltd and NSIL

Vide Notification No. 05/2020 - Central Tax (Rate)
Satellite launch services supplied by Indian Space Research Organisation, Antrix Corporation Limited or New
Space India Limited have been made exempt under gst.

Filing of annual return under GST for F.Y. 17-18,
18-19, 19-20 optional for taxpayers whose
aggregate turnover is less than Rs 2 crores.

Vide 77/2020-Central Tax dated 15.10.2020

Seeks to make filing of annual return under section 44 (1) of CGST Act for F.Y. 2019-20 optional for small
taxpayers whose aggregate turnover is less than Rs 2 crores and who have not filed the said return before
the due date.

The Central Government, on the recommendations of the Council, hereby makes the following amendment in
the notification of Government of India in the Ministry of Finance, (Department of Revenue), No. 47/2019 -
Central Tax dated the 9th October, 2019

In the said notification in the opening paragraph, for the words and figures —financial years 2017-18 and 2018-
19, the words and figures —financial years 2017-18, 2018-19 and 2019- 20 shall be substituted.

No GST Audit (FORM 9C) for FY 18-19, 19-20 for
taxpayers whose aggregate turnover is less than Rs
D crores.

Vide Notification No. 79 /2020 - Central Tax

Provided that for the financial year 2018-2019 and 2019-2020, every registered person whose aggregate
turnover exceeds five crore rupees shall get his accounts audited as specified under sub-section (5) of section
35 and he shall furnish a copy of audited annual accounts and a reconciliation statement, duly certified, in
FORM GSTR-9C for the said financial year, electronically through the common portal either directly or through
a Facilitation Centre notified by the Commissioner

Special Window to States for meeting the GST
Compensation Cess shortfall

Under Option-| States were to be provided a Special The authorisation for increased OMBs of 0.5% of
Window of Borrowing of 1.1 lakh cr, and over and GSDP has been issued by Ministry of Finance on 13th
above that, an authorisation for additional Open October and are in relaxation of the reform
Market Borrowings of 0.5% of their GSDP. conditions that were stipulated for eligibility.
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Additionally, under Option-l, the States are also
eligible to carry forward their unutilised borrowing
space to the next Financial Year.

Under the Special Window, the estimated shortfall of
1.1 lakh cr (assuming all States join) will be
borrowed by Government of India in appropriate
tranches.

The amount so borrowed will be passed on to the
States as a back-to-back loan in lieu of GST
Compensation Cess releases.

This will not have any impact on the fiscal deficit of
the Government of India.

The amounts will be reflected as the capital receipts
of the State Governments and as part of financing of
its respective fiscal deficits.

This will avoid differential rates of interest that
individual States may be charged for their respective
SDLs and will be an administratively easier
arrangement.

It may also be clarified that the General Government
(States+Centre) borrowings will not increase by this
step. The States that get the benefit from the Special
Window are likely to borrow a considerably lesser
amount from the additional borrowing facility of 2%
of GSDP (from 3% to 5%) under the Aatma Nirbhar
Package.

Ministry of Finance
clarification on
Vodafone arbitration

appeal

A speculative news story being circulated in some
section of media claiming that Attorney General has
given opinion in favour of not appealing in the
Vodafone Arbitration award is totally incorrect and
without any factual basis.

Award along with all options are under examination
within the Ministry and further course of action will
be decided based on such examination.

Market Access through
Authorised Persons

The International Financial Services Centres
Authority (IFSCA), with a view to widen the investor
base for exchange traded products in the IFSC and to
enhance the secondary market liquidity, thereby
deepening the market, has issued a Regulatory
Framework for market access through Authorised
Persons.

An Authorised Person is any individual, partnership
firm, LLP or body corporate who provides access to
the trading platform of a stock exchange as an agent
of the stock broker.

Under the framework, the stock brokers/ trading
members (registered with either IFSCA or SEBI or
both) of the stock exchanges shall be permitted to
provide market access to investors through
Authorised Persons based in foreign jurisdictions.

Further details on the framework are available on the
IFSCA website at the URL:https://ifsca.gov.in/Circular
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LTC stimulus to boost Demand in the Economy and
its benefits and Ministry of Finance statement on
misinterpretation

1) Measures to Stimulate Consumer Spending

Proposals to stimulate consumer spending has two components
e LTC Cash Voucher Scheme
e Special Festival Advance Scheme

1A) LTC Cash Voucher Scheme

Under LTC Cash Voucher Scheme, the Government has decided to give cash payment to employees in lieu of
one LTC during 2018-21, in which full payment on Leave encashment and tax-free payment of LTC fare in 3 flat-
rate slabs depending on class of entitlement will be given. An employee, opting for this scheme, will be
required to buy goods / services worth 3 times the fare and 1 time the leave encashment before 31st March
2021.The items bought should be those attracting GST of 12% or more. Only digital transactions are allowed,
GST Invoice to be produced.

The biggest incentive for employees to avail the LTC Cash Voucher Scheme is that in a four-year block ending in
2021, the LTC not availed will lapse, instead, this will encourage employees to avail of this facility to buy goods
which can help their families.

Estimated cost of LTC Cash Voucher Scheme: For Central govt. : * 5,675 crore; for PSBs & PSUs: X 1,900 crore.
Tax concessions for LTC tickets available for state govt. & private sector too, if they choose to give such facility,
these employees too can benefit

Indications are that savings of govt. and organized sector employees have increased, we want to incentivize such
people to boost demand for the benefit of the less fortunate. On a conservative basis, we expect the LTC Cash
Voucher Scheme to generate additional consumer demand in the range of ¥ 28,000 crore.

1B) Special Festival Advance Scheme

Special Festival Advance Scheme which was meant for non-gazetted government employees is being revived
as a one-time measure, for gazetted employees too. All central govt. employees can now get interest-free
advance of Rs. 10,000, in the form of a prepaid RuPay Card, to be spent by March 31, 2021.

The one-time disbursement of Special Festival Advance Scheme is expected to amount to Rs. 4,000 crore; if
given by all state governments, another Rs. 8,000 crore is expected to be disbursed. Employees can spend this

on any festival.

2) Measures to Stimulate Capital Expenditure

2A) Capital Expenditure Boost for States

A special interest-free 50-year loan to states is being issued, for ¥ 12,000 crore capital expenditure
e 200 crore each for 8 North East states
e 450 crore each Uttarakhand, Himachal
e 37,500 crore for remaining states, as per share of Finance Commission’s devolution
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All the above interest-free loans given to states are to be spent by March 31, 2021; 50% will be given initially,
remaining upon utilization of first 50%.

Under Part 3 of X 12,000 crore interest-free loans to states, X 2,000 crore will be given to those states which
fulfill at least 3 out of 4 reforms spelled out in Aatma Nirbhar Bharat package. This is over and above other
borrowing ceilings.

Capital expenditure - money spent on infrastructure and asset creation - has a multiplier effect on the economy, it
not only improves current GDP but also future GDP, we want to give a new thrust to capital expenditure of both
states and Centre

2B) Capital Expenditure Boost for the Centre

Additional budget of * 25,000 crore (in addition to % 4.13 lakh crore given in Budget 2020-‘21) is being provided
for capital expenditure on roads, defence, water supply, urban development and domestically produced
capital equipment.

The proposals to stimulate demand are designed to stimulate demand in a fiscally prudent way - some of them

involve advancing of expenditure, with offsetting changes later - others are directly linked to increasing GDP

Estimated Impact of Stimulus Measures

We estimate that the measures announced today, for boosting consumer spending and capital expenditure,
will boost demand by * 73,000 crore, to be spent by March 31, 2021. Given that private sector spending through
LTC tax benefit would be at least % 28,000 crore, we estimate total demand boost due to today's measures to
be more than % 1 lakh crore.

If demand goes up based on the stimulus measures announced today, it will have an impact on those people who
have been affected by COVID-19 and are desperately looking for demand to keep their business going.

Ministry of Finance statement on misinterpretation of LTC stimulus and its benefits

A report has appeared in the Economic Times Markets (ETMarkets.com) which gives the impression that the
LTC voucher scheme for Government employees may not be attractive. Unfortunately, the piece which it relies
on has a serious factual error in its understanding of how Government LTC works. It is based on the erroneous
assumption that leave travel money can be retained by paying income tax without travelling. The key
assumption in the report claims:

"They would be better off paying taxes on the LTC amount availed instead."

The Government LTC is quite different from Leave Travel Allowance in the corporate sector. A person claiming
LTC is not eligible unless he actually travels; if he fails to travel the amount is deducted from his pay and he
may be liable for disciplinary action. He does not have the option of keeping the money and paying income tax.
Under the government system, the employee had only two choices: 1)Travel and spend (and the incidentals
like hotel, food,etc. are to be incurred by him) or 2) Forgo the entitlement if not claimed within the date. Now a
third option of "spend on something other than travel" has been given. In the current Covid environment,
travel carries serious perceived health risks.
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The assumption in the report that employees would otherwise not pay GST when they purchase something
from their money and are only incurring it because of the scheme is surprising. Everybody pays GST on their
consumption unless they choose to buy without bills in black, a practice the Government obviously does not
condone and which hopeful the ET does not want to encourage. Incidentally, the entitlements under the
scheme have been worked out at full cost (i.e. including the GST element in fares).

Surprisingly, the same piece relied on acknowledges that :"the central government employees are least
impacted in terms of savings due to lockdown and no salary loss". It is precisely for this reason that they are in
a position to boost their own spending on goods or services of their own choice, using the LTC money as
effectively a steep discount to reduce the cost of whatever they choose to buy. Rhetorical questions based on
erroneous factual assumptions on Government rules, based on corporate sector practices, do not enrich the
debate.

Other updates

e Save draft option is now available in Form 35 in accordance with faceless scheme
e It is hereby informed that last date for furnishing MEF Form is extended from 12th October 2020 to 23rd
October 2020
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