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1. Time of Supply of Goods

A) Currently, excise duty is payable on removal of 
goods from factory.  Point of taxation in case of 
service is determined as per the provisions of 
Point of Taxation Rules, 2011. Sales Tax is payable 
when property in goods have been transferred to 
the customer. In GST liability to pay tax arise on 
the date of time of supply of goods or services. 
Therefore it is essential to determine the time of 
supply for each of the transaction.

B) The time of supply of goods shall be the 
earliest of the following dates, namely,-

(a) (i) the date on which the goods are removed 
by the supplier for supply to the recipient, in a 
case where the goods are required to be 
removed or

(ii) the date on which the goods are made 
available to the recipient, in a case where the 
goods are not required to be removed; or
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(b) the date on which the supplier issues the invoice 
with respect to the supply; or

(c) the date on which the supplier receives the 
payment with respect to the supply; or

(d) the date on which the recipient shows the 
receipt of the goods in his books of   account.

Explanation 1.- The provisions of sub-clause (ii) of 
clause (a) shall apply in cases where the goods

(a) are physically not capable of being moved; or

(b) are supplied in assembled or installed form; or

(c) are supplied by the supplier to his agent or his 
principal.

Explanation 2.- For the purposes of sub-clause (ii) of 
clause (a), the expression ’made available to the 
recipient’ shall mean when the goods are placed at 
the disposal of the recipient.

Explanation 3.- For the purposes of clauses (b) and 
(c) of sub-section (2), the supply shall be deemed to 
have been made to the extent it is covered by the 
invoice or, as the case may be, the payment.

3



Explanation 4.- For the purpose of clause (c) of 

sub-section (2), “the date on which the supplier 

receives the payment” shall be the date on which 

the payment is entered in his books of accounts or 

the date on which the payment is credited to his 

bank account, whichever is earlier.

Currently, excise duty is not payable on receipt of 

advance. The excise duty or sales tax is not 

payable on receipt of advance from the customer. 

However, as per section 12(2) in case advance is 

received from customer, the time of supply would 

the date of receipt of advance.  Therefore tax 

liability would arise on receipt of advance. The 

format of returns to be submitted is also provided 

in Business Process Note. Table 12 and 13 of GSTR-

1 provides for format of returns to be submitted 

when the amount is paid in advance or the 

amount is subsequently adjusted. The table is 

reproduced below:
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12. Tax liability of amount received n advance 
against a supply to be made in future

5

*As per para 3.1 (4)(iii) of return report
 
# Not applicable to services and inter-state & specified inter-state supplies of goods.



13. Tax already paid (on advance receipt) on 
invoices issued in the current period
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# Not  applicable to services and intra-state & specified inter-state supplies of goods



C) In case of continuous supply of goods, where 
successive statements of accounts or successive 
payments are involved, the time of supply shall be 
the date of expiry of the period to which such 
successive statements of accounts or successive 
payments relate. If there are no successive 
statements of account, the date of issue of the 
invoice (or any other document) or the date of 
receipt of payment, whichever is earlier, shall be 
the time of supply.

‘Continuous supply of goods’ is defined in section 
2(3) as follows:

(30) “continuous supply of goods” means a supply 
of goods which is provided, or agreed to be 
provided, continuously or on recurrent basis, 
under a contract, whether or not by means of a 
wire, cable, pipeline or other conduit, and for 
which the supplier  invoices the recipient on a 
regular or periodic basis;

Some of the examples of continuous supply of 
goods is gas, steam, electricity, etc.
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D) For the purposes of sub section (3) above, the 
Central or a State Government may, on the 
recommendation of the Council, specify, by 
notification, the supply of goods that shall be 
treated as continuous supply of goods;

E) In case of supplies in respect of which tax is paid 
or liable to be paid on reverse charge basis, the 
time of supply shall be the earliest of the following 
dates, namely—

(a) the date of the receipt of goods, or

(b) the date on which the payment is made, or

(c) the date of receipt of invoice, or

(d) the date of debit in the books of accounts.

Explanation.- For the purpose of clause (b) of sub-
section (5), “the date on which the payment is 
made” shall be the date on which the payment is 
entered in the books of accounts of the recipient 
or the date on which the payment is debited in his 
bank account, whichever is earlier.

Currently, tax is payable on reverse charge basis 
only for services and not for goods. However, 
section 12(5) provides for time of supply when tax 
is payable under reverse charge for supply of 
goods. It appears that similar to supply of service, 
there will be some provision for payment of GST 
on reverse charge. The nature of transaction on 
which tax is payable on reverse charge will be 
specified.
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• Table 5 of GSTR-1 format of which is given below 
also requires the supplier to specify whether tax 
will be payable under reverse charge.
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F) If the goods (being sent or taken on approval or 
sale or return or similar terms) are removed 
before it is known whether a supply will take 
place, the time of supply shall be at the time 
when it becomes known that the supply has 
taken place or six months from the date of 
removal, whichever is earlier.

G) In case it is not possible to determine the time 
of supply under the provisions of subsection (2), 
(3), (5) or (6), the time of supply shall

(a) in a case where a periodical return has to be 
filed, be the date on which such return is to be 
filed, or

(b) in any other case, be the date on which the 
CGST/SGST is paid.
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v Time of Supply of Services

A) The liability to pay CGST/SGST on services shall 
arise at the time of supply. Currently the liability to 
pay service tax is determined as per the provisions 
contained in Point of Taxation Rules, 2011. 
However, after the appointed day, the liability will 
be determined on the basis of time of supply of 
service. 

B) The time of supply of services shall be:-

(a) the date of issue of invoice or the date of 
receipt of payment, whichever is earlier, if the 
invoice is issued within the prescribed period; 
or

(b) the date of completion of the provision of 
service or the date of receipt of payment, 
whichever is earlier, if the invoice is not issued 
within the prescribed period; or

(c) the date on which the recipient shows the 
receipt of services in his books of account, in a 
case where the provisions of clause (a) or (b) do 
not apply.
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Explanation 1.- For the purposes of clauses (a) 

and (b), the supply shall be deemed to have 

been made to the extent it is covered by the 

invoice or, as the case may be, the payment.

Explanation 2.- For the purpose of clause (a) 

and (b) of sub-section (2), “the date of receipt 

of payment” shall be the date on which the 

payment is entered in the books of accounts of 

the supplier or the date on which the payment 

is credited to his bank account, whichever is 

earlier.
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The clarification given with regard to completion 
of service vide circular No. 144/13/2011-ST dated 
18-7-2011 will still be applicable in GST Law also. 
The relevant portion of circular is reproduced 
below:

2. These representations have been examined. 
The Service Tax Rules, 1994 require that invoice 
should be issued within a period of 14 days from 
the completion of the taxable service. The invoice 
needs to indicate inter alia the value of service so 
completed. Thus it is important to identify the 
service so completed. This would include not only 
the physical part of providing the service but also 
the completion of all other auxiliary activities that 
enable the service provider to be in a position to 
issue the invoice. Such auxiliary activities could 
include activities like measurement, quality testing 
etc. which may be essential pre-requisites for 
identification of completion of service. The test for 
the determination whether a service has been 
completed would be the completion of all the 
related activities that place the service provider in 
a situation to be able to issue an invoice. However 
such activities do not include flimsy or irrelevant 
grounds for delay in issuance of invoice.

The above interpretation also applies to 
determination of the date of completion of 
provision of service in case of “continuous supply 
of service”.
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C) In case of continuous supply of services, the 
time of supply shall be -

(a) where the due date of payment is 
ascertainable from the contract, the date on 
which the payment is liable to be made by the 
recipient of service, whether or not any invoice 
has been issued or any payment has been 
received by the supplier of service;

(b) where the due date of payment is not 
ascertainable from the contract, each such 
time when the supplier of service receives the 
payment, or issues an invoice, whichever is 
earlier;

(c) where the payment is linked to the completion 
of an event, the time of completion of that 
event;
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Continuous supply of service is defined in section 
2(31) as follows:

(31) “continuous supply of services” means a 
supply of services which is provided, or agreed to 
be provided, continuously or on recurrent basis, 
under a contract, for a period exceeding three 
months with periodic payment obligations and 
includes supply of such service as the Central or a 
State Government may, whether or not subject to 
any condition, by notification, specify;

 

D) For the purposes of sub section (3) above, the 
Central or a State Government may on the 
recommendation of the Council, specify, by 
notification, the supply of services that shall be 
treated as continuous supply of services;

E) In case of supplies in respect of which tax is paid 
or liable to be paid on reverse charge basis, the 
time of supply shall be the earliest of the following 
dates, namely-

(a) the date of receipt of services, or

(b) the date on which the payment is made, or

(c) the date of receipt of invoice, or

(d) the date of debit in the books of accounts.
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Explanation.- For the purpose of clause (b) of 

sub-section (5), “the date on which the payment 

is made” shall be the date on which the 

payment is entered in the books of accounts of 

the recipient or the date on which the payment 

is debited in his bank account, whichever is 

earlier.

Point of taxation in case of reverse charge is 

determined by Rule 7 of Point of Taxation Rules, 

2011. As per POT Rules, the point of taxation is 

the date of payment to the supplier of services. 

However, if the payment is not made within 3 

months from the date of invoice, the date on 

which 3 months expires. That provision will not 

be applicable in GST law.
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F) In a case where the supply of services ceases 

under a contract before the completion of the 

supply, such services shall be deemed to have 

been provided at the time when the supply 

ceases.

G) Where it is not possible to determine the 

time of supply of services in the manner 

specified in sub-sections (2), (3), (5) and (6), the 

time of supply shall

(a) in a case where a periodical return has to be 

filed, be the date on which such return is to 

be filed; or

(b) in any other case, be the date on which the 

CGST/SGST is paid.
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2. Valuation Provisions

A. Introduction

Section 15 read with GST Valuation Rules 2016 
makes provision for determination of value of 
supply of goods or services. These provisions are 
very much different than the provisions of 
Valuation Rules contained in Central Excise Act or 
Service Tax. The provisions of section 15 with our 
comments are as follows:

Transaction value

Section 15(1) reads as follows:

(1) The value of a supply of goods and/or services 
shall be the transaction value, that is the price 
actually paid or payable for the said supply of 
goods and/or services where the supplier and the 
recipient of the supply are not related and the price 
is the sole consideration for the supply.

Sub rule 3(4) of GST Valuation Rules provides that 
transaction value shall be accepted even if the 
supplier and recipient of supply are related 
provided relationship has not influenced the price. 
Thus it is essential to establish the relationship has 
influenced the price in order to reject the 
transaction value.
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It will be observed that words ‘time and place of 

removal’ is not used in the section. Time of 

supply of goods or service is determined by 

section 12 of Model GST Law. The place of 

removal is not important in the proposed context 

as GST is payable on the value realized by the 

manufacturer and subsequent traders till it is 

sold by the trader/retailer for consumption. Thus 

it is payable even by the retailers. 

The absence of these two words would mean 

that deduction of freight, inspection charges, 

cash discount which is offered but not claimed, 

etc. will not be available. Therefore value will 

include these charges.
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B. Related Person

‘Related person’ has been defined in section 2(82) 
as follows:

(82) persons shall be deemed to be “related 
persons’’ if only -

(a)  they are officers or directors of one another's 
businesses;

(b) they are legally recognized partners in 
business;

(c) they are employer and employee;

(d) any person directly or indirectly owns, 
controls or holds five per cent or more of the 
outstanding voting stock or shares of both of 
them;

(e)  one of them directly or indirectly controls the 
other;

(f) both of them are directly or indirectly 
controlled by a third person;

(g)  together they directly or indirectly control a 
third person; or

(h) they are members of the same family;
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Explanation I. - The term "person" also includes 
legal persons.

Explanation II. - Persons who are associated in the 
business of one another in that one is the sole 
agent or sole distributor or sole concessionaire, 
howsoever described, of the other, shall be deemed 
to be related.

It will be observed that the definition of ‘related 
person’ is entirely different than the definition of 
related person provided under Central Excise Act. 
The definition of related person in the current law 
is very much restricted in view of various 
interpretations provided by Hon. Courts in various 
judgments. However, the definition of related 
person which appears to be borrowed from 
Customs Act is very wide. Therefore, the 
transaction with many customers which was not 
considered as related party will now be considered 
as related party transaction. It will therefore be 
essential to establish that the relationship has not 
influenced and the transaction value shall be 
accepted. Once of the way to establish that price 
has not been influenced is to submit information 
that the goods have been sold at the same price to 
other persons who are not related person. This will 
establish that relationship has not influenced the 
price.
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C. Transaction Value

Sub section (2) of section 15 provides that the 
transaction value shall include the following:

(a) any amount that the supplier is liable to pay in 
relation to such supply but which has been 
incurred by the recipient of the supply and not 
included in the price actually paid or payable 
for the goods and/or services.

(b) the value, apportioned as appropriate, of such 
goods and/or services as are supplied directly 
or indirectly by the recipient of the supply free 
of charge or at reduced cost for use in 
connection with the supply of goods and/or 
services being valued, to the extent that such 
value has not been included in the price 
actually paid or payable;

(c) royalties and license fees related to the supply 
of goods and/or services being valued that the 
recipient of supply must pay, either directly or 
indirectly, as a condition of the said supply, to 
the extent that such royalties and fees are not 
included in the price actually paid or payable;
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(d) any taxes, duties, fees and charges levied 
under any statute other than the SGST Act or 
the CGST Act or the IGST Act;

(e) incidental expenses, such as, commission and 
packing, charged by the supplier to the 
recipient of a supply, including any amount 
charged for anything done by the supplier in 
respect of the supply of goods and/or services 
at the time of, or before delivery of the goods 
or, as the case may be, supply of the services;

(f) subsidies provided in any form or manner, 
linked to the supply;

(g) any reimbursable expenditure or cost incurred 
by or on behalf of the supplier and charged in 
relation to the supply of goods and/or 
services;

(h) any discount or incentive that may be allowed 
after the supply has been effected:

Provided that such post-supply discount which is 
established as per the agreement and is known at 
or before the time and specifically linked to 
relevant invoices shall be included in the 
transaction value. 
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It is specifically provided that discount or incentive 

which have been provided subsequent to sale of 

goods will not be permitted unless it is established 

as per agreement and is known at or before the 

time of supply and specifically linked to the 

relevant invoice. Thus all the 3 conditions must be 

satisfied.  If these 3 conditions are satisfied, value 

will not include discount. It is specifically now 

provided that the transaction value will include 

subsidies received from Government in any form 

or manner, any reimbursement of expenditure or 

cost incurred by the supplier and incidental 

expenses such as commission, packing etc.

It is essential to look at the contract between the 

supplier and recipient to determine the various 

charges which will be payable by the recipient of 

supply. These charges will form part of transaction 

value. It is specifically provided in sub section (3) 

that any discount allowed before or at the time of 

supply in the normal course of trade will not form 

part of value. Thus if any discount is reflected in 

the invoice, it will not form part of value.
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D. Valuation as per Prescribed Method

Sub section (4) which reads as follows, provides 
that the value shall be determined on the basis in 
such manner as may be prescribed in the rules.

(4) The value of the supply of goods and/or 
services in the following situations which cannot 
be valued under sub-section (1), shall be 
determined in such manner as may be prescribed 
in the rules.

(i) the consideration, whether paid or payable, is 
not money, wholly or partly;

(ii) the supplier and the recipient of the supply are 
related;

(iii) there is reason to doubt the truth or accuracy 
of the transaction value declared by the 
supplier;

(iv) business transactions undertaken by a pure 
agent, money changer, insurer, air travel agent 
and distributor or selling agent of lottery;

(v) such other supplies as may be notified by the 
Central or a State Government in this behalf on 
the recommendation of the Council.

GST Valuation Rules 2016 makes provision for 
valuation. The provisions are discussed below:
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E. Branch Transfer

The value when goods are transferred to other location of same business 

shall be determined as per rule 3(5). These are discussed below:

Sub rule (5) of rule 3 reads as follows:

(5) Where goods are transferred from—

(a) one place of business to another place of the same business,

(b) the principal to an agent or from an agent to the principal,

whether or not situated in the same State, the value of such supply shall 

be the transaction value

The value will have to be determined under Valuation Rules26



F. Value by Comparison

The value in case of circumstances specified in sub 

section (4), reproduced above, shall be determined 

based on rule 4, 5 and 6 of Valuation Rules.

The phrase ‘goods or services of like kind and 

quality supplied’ have been defined in rule 2(b) 

and 2(c) as follows:

(b) “goods of like kind and quality” means goods 

which are identical or similar in physical 

characteristics, quality and reputation as the goods 

being valued, and perform the same functions or 

are commercially interchangeable with the goods 

being valued and supplied by the same person or 

by a different person;

(c) “services of like kind and quality” means 

services which are identical or similar in nature, 

quality and reputation as the services being valued 

and supplied by the same person or by a different 

person;
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Rule 4 of GST Valuation Rules reads as follows:

(1) Where the value of a supply cannot be determined under rule 3, the 

value shall be determined on the basis of the transaction value of goods 

and/or services of like kind and quality supplied at or about the same time 

to other customers, adjusted in accordance with the provisions of sub-rule 

(2).

(2) In determining the value of goods and/or services under sub-rule (1), the 

proper officer shall make such adjustments as appear to him reasonable, 

taking into consideration the relevant factors, including-

(a) difference in the dates of supply,

(b) difference in commercial levels and quantity levels,

(c) difference in composition, quality and design between the goods and/or 

services being valued and the goods and/or services with which they 

are compared,

(d) difference in freight and insurance charges depending on the place of 

supply
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The Customs Valuation Rules also make similar 
provision and it has been the experience that it is 
very difficult to adopt transaction value of goods of 
like kind and quality. The rule itself indicate that 
various factors like date of supply, difference in 
commercial levels and quantity levels, 
composition, quality and design, freight and 
insurance charges etc. shall be compared before 
this rule can be adopted. In case of Customs, the 
courts have consistently held that the same 
product is supplied from America or say China, 
price can differ as country of supply is different.

Therefore, normally rule 5 can be applied which 
reads as follows:

If the value cannot be determined under rule 4, it 
shall be based on a computed value which shall 
include the following:-

(a) the cost of production, manufacture or 
processing of the goods or, the cost of provision 
of the services;

(b) charges, if any, for the design or brand;

(c) an amount towards profit and general expenses 
equal to that usually reflected in supply of goods 
and/or services of the same class or kind as the 
goods and/or services being valued which are 
made by other suppliers.
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This rule is based on cost of production + profit. 

Currently, 8 rule specify adhoc percentage of 

10% added towards profit. However, as per 

clause (c) profit which usually is earned on 

supply of goods or services of the same class or 

kind of goods being valued is required to be 

added. It may be mentioned that earlier (prior to 

1-7-2000) sub clause of rule 6(b)(ii) of Valuation 

Rules, 1975 reads as follows:

“if the value cannot be determined under sub-

clause (i) on the cost of production or 

manufacture including profits, if any, which the 

assesse would have normally earned on  the sale 

of such goods”

The department was adding previous year’s 

profit of particular business as profit which is 

normally earned. That standard can be followed 

for the purpose of determining this value.
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G. Residual Value

In case value cannot be determined under 

rule 4 and 5 value will be determined under 

rule 6 consistent with the principle and 

general provisions of these rules.
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H. Rejection of Value

Rule 7 lays down the manner in which value shall be 
rejected. Rule 7 reads as follows:

(1)(a) When the proper officer has reason to doubt 
the truth or accuracy of the value declared in 
relation to any goods and/or services, he may ask 
the supplier to furnish further information, including 
documents or other evidence and if, after receiving 
such further information, or in the absence of any 
response from such supplier, the proper officer still 
has reasonable doubt about the truth or accuracy of 
the value so declared, it shall be deemed that the 
transaction value of such goods and/or services 
cannot be determined under the provisions of sub-
rule (1) of rule 3.

(b) The reasons to doubt the truth or accuracy of the 
value of the supply declared by the supplier shall 
include, but not be limited to the following:

(i) the significantly higher value at which goods 
and/or services of like kind or quality supplied at 
or about the same time in comparable quantities 
in a comparable commercial transaction were 
assessed;

(ii) the significantly lower or higher value of the 
supply of goods and/or services compared to the 
market value of goods and/or services of like kind 
and quality at the time of supply; or
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(iii) any mis-declaration of goods and/or services 
in parameters such as description, quality, 
quantity, year of manufacture or production.

 (2) The proper officer shall intimate the supplier 
in writing the grounds for doubting the truth or 
accuracy of the value declared in relation to the 
supply of goods and/or services by such supplier 
and provide a reasonable opportunity of being 
heard, before taking a final decision under sub-
rule (1).

(3) If after hearing the supplier as aforesaid, the 
proper officer is, for reasons to be recorded in 
writing, not satisfied with the value declared, he 
shall proceed to determine the value in 
accordance with the provisions of rule 4 or rule 5 
or rule 6, proceeding sequentially.

Explanation.- For removal of doubts, it is hereby 
declared that this rule by itself does not provide a 
method for determination of value. It provides a 
mechanism and procedure for rejection of 
declared value in cases where there is reasonable 
doubt that the declared value does not represent 
the transaction value.
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I. Expenses Incurred as Pure Agent to be Excluded.

It is specifically provided that expenditure incurred 
as pure agent will not form part of value. The 
conditions which are specified under rule 5(2) are 
provided in rule 8 of Valuation Rules.

CBEC has issued circular No. 119/13/2009-ST dated 
21-12-2009 in case of services provided by 
Customs House Agents the expenditure incurred in 
the nature of pure agent. Relevant portion of the 
circular is reproduced below:

2. While the principal job of a CHA is to get the 
import or export consignments cleared through 
customs, they, being the `persons on the spot’, also 
at times arrange service’s for packing, unpacking, 
loading, unloading, bringing or removing the goods 
to or from the customs area, vessels or aircrafts for 
their customers (i.e. importers or exporters). These 
services are provided by different agencies such as 
Port Trust, Steamer Agents, Cargo Handlers, 
Warehouse keepers, Packers, Goods Transport 
Agents. Normally the CHAs initially pay the service 
charges to these agencies and later recover these 
charges from the customer along with their own 
charges CHAs. Similar arrangement can occur for 
payment of statutory levies like Custom Duties, 
Port charges, Cesses etc. leviable on the said 
goods.
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6. With a view to resolve the disputes and to 
bring it clarity, the issue has been examined. The 
divergent practices followed at different places 
and lack of consistency in the manner of 
maintaining records and issuance of documents by 
the CHAs, make it impossible to lay down any 
specific guidelines or issue any specific directions. 
In the circumstances, it is clarified that essentially, 
the exclusion should be allowed to such charges 
from the taxable value of CHA services, where all 
the following conditions are satisfied, -

(a) The activity/service for which a charge is made, 
should be in addition to provision of CHA service 
(as mentioned in paragraph 1);

(b) There should be arrangement between the 
customer & the CHA which authorizes or allows 
the CHA to (i) arrange for such 
activities/services for the customer; and (ii) 
make payments to other service providers on 
his behalf;

(c) The CHA does not use the activities/services for 
his own benefit or for the benefit of his other 
customers;

35



3. Job work

A. Job work has been defined in section 2(62) as 

follows:

(62) “job work” means undertaking any 

treatment or process by a person on goods 

belonging to another registered taxable person 

and the expression “job worker” shall be 

construed accordingly;

The definition of job work is similar to definition 

of job work given in rule 10A of Valuation Rules, 

2000. Therefore, there is no change in the 

definition of job work.

As per Schedule I of Model GST Law supply of 

goods by registered taxable person to job worker 

in accordance with section 43A shall not be 

treated as supply of goods. It means if the person 

has followed the procedure as laid down in 

section 43A for the goods supplied to job worker, 

he will not be liable to pay GST on such supply.
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B. Section 43A of Model GST Law reads as 
follows:

43A. Special procedure for removal of goods for 
certain purposes

(1) The Commissioner may, by special order and 
subject to conditions as may be specified by 
him, permit a registered taxable person 
(hereinafter referred to in this section as the 
“principal”) to send taxable goods, without 
payment of tax, to a job worker for job-work and 
from there subsequently send to another job 
worker and likewise, and may, after completion 
of job-work, allow to-

(a) bring back such goods to any of his place of 
business, without payment of tax, for supply 
therefrom on payment of tax within India, or 
with or without payment of tax for export, as 
the case may be, or

(b) supply such goods from the place of business 
of a job-worker on payment of tax within 
India, or with or without payment of tax for 
export, as the case may be:
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Provided that the goods shall not be permitted 
to be supplied from the place of business of a 
job worker in terms of clause (b) unless the 
“principal” declares the place of business of the 
job-worker as his additional place of business 
except in a case-

(i) where the job worker is registered under 
section 19; or

(ii) where the “principal” is engaged in the 
supply of such goods as may be notified in 
this behalf.

(2) The responsibility for accountability of the 
goods including payment of tax thereon shall lie 
with the “principal”.

Currently rule 4(5)(a) of Cenvat Credit Rules, 
2004, there is no provision to obtain permission 
from any authority before sending the material 
to the job worker. However, as per sub section 
(1) above, permission from Commissioner will 
be required for clearance of goods from the 
factory to the job worker. Sub section (1) clearly 
provides that the goods can be cleared without 
payment of duty and job worker can send the 
goods after processing to another job worker. 
The job worker shall, after completing the 
process, either
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a) return the goods to any of his place of business 
(not necessarily the place where the goods have 
been supplied) for supply there-from on 
payment of duty or for export. The goods will be 
cleared by job worker without payment of duty, 
or

b) Clear the goods on payment duty from the place 
of business of the job worker. In case principal 
intends to follow the procedure laid down under 
(b) above, he shall declare the place of business 
of job worker as additional place of business 
except in case where –

i) Job worker is registered under section 19

ii) Where the principal is engaged in supply of 
goods as may be notified in this behalf.

It is not clear how credit will be adjusted in case 
goods are cleared to other States.
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C. Section 16A of Model GST Act provides for 
availment of credit of input tax. Section 16A is 
reproduced below:

16A. Taking input tax credit in respect of inputs 
sent for job work

(1) The “principal” referred to in section 43 A 
shall, subject to such conditions and restrictions 
as may be prescribed, be entitled to take credit 
of input tax on inputs sent to a job-worker for 
job-work if the said inputs, after completion of 
job-work, are received back by him within one 
hundred and eighty days of their being sent out: 
Provided that the “principal” shall be entitled to 
take credit of input tax on inputs even if the 
inputs are directly sent to a job worker for job-
work without their being first brought to his 
place of business, and in such a case, the period 
of one hundred and eighty days shall be counted 
from the date of receipt of the inputs by the job 
worker.
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(2) The “principal” shall, subject to such 
conditions and restrictions as may be prescribed, 
be entitled to take credit of input tax on capital 
goods sent to a job-worker for job-work if the 
said capital goods, after completion of job-work, 
are received back by him within two years of 
their being sent out: Provided that the 
“principal” shall be entitled to take credit of 
input tax on capital goods even if the capital 
goods are directly sent to a job worker for job-
work without their being first brought to his 
place of business, and in such a case, the period 
of two years shall be counted from the date of 
receipt of the capital goods by the job worker.

(3) Where the inputs or capital goods, as the 
case may be, are not received back by the 
“principal” within the time specified under sub-
section (1) or under sub-section (2), as the case 
may be, he shall pay an amount equivalent to 
the input tax credit availed of on the said inputs 
or capital goods, as the case may be, along with 
interest specified under sub-section (1) of 
section 36:

Provided that the said “principal” may reclaim 
the input tax credit and interest paid earlier 
when the inputs or capital goods, as the case 
may be, are received back by him at his place of 
business.
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D. Transition provision in respect of job-work.

GST is likely to be implemented from 1-4-2017. 
There will always be some stock lying at the 
premises of job worker as on 31-3-2017. These 
goods may have been cleared either under rule 
4(5)(a) of Cenvat Credit Rules, Rule 16B or 16C 
of Central Excise Rules. Section 150, section 151 
& section 152 makes transition provision 
exempting job worker from payment of GST 
when –

a) Principal has declared the goods in stock with 
the job worker as on 31-3-2017.

b) Goods after processing has been returned 
back by job worker within 6 months from the 
appointed day i.e. 1-4-2017 or such extended 
period as may be allowed which will not 
exceed two months

In case the goods are returned back after the 
period stipulated above, the job worker will be 
liable to pay GST and in case the goods are not 
at all returned back, the manufacturer will be 
liable to pay duty. In case semi-finished goods or 
finished goods can be transferred to other 
premises permitted under old rule.
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Section 150. Inputs removed for job work and returned on or after the 
appointed day

(1) Where any inputs received in a factory had been removed as such or 
removed after being partially processed to a job worker for further 
processing, testing, repair, reconditioning or any other purpose in 
accordance with the provisions of earlier law prior to the appointed day 
and such inputs, after completion of the job work, are returned to the said 
factory on or after the appointed day, no tax shall be payable if such 
inputs are returned to the said factory within six months from the 
appointed day:

Provided that the aforesaid period of six months may, on sufficient cause 
being shown, be extended by the competent authority for a further 
period not exceeding two months:

Provided further that tax shall be payable by the job worker if such inputs 
are liable to tax under this Act, and are returned after a period of six 
months or the extended period, as the case may be, from the appointed 
day:

Provided also that tax shall be payable by the manufacturer if such inputs 
are liable to tax under this Act, and are not returned within a period of six 
months or the extended period   as the case may be, from the appointed 
day.

(2) The provisions of sub-section (1) shall apply only if the manufacturer 
and the job worker declare the details of the inputs held in stock by the 
job worker on behalf of the manufacturer on the appointed day in such 
form and manner and within such time as may be prescribed.
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Section 151. Semi-finished goods removed for job 
work and returned on or after the appointed day 
[Earlier Section 16B]

(1) Where any semi-finished goods had been 
removed from the factory to any other premises 
for carrying out certain manufacturing processes 
in accordance with the provisions of earlier law 
prior to the appointed day and such goods after 
undergoing manufacturing processes (herein after 
referred to as “the said goods”) are returned to 
the said factory on or after the appointed day, no 
tax shall be payable if the said goods are returned 
to the said factory within six months from the 
appointed day:

Provided that the aforesaid period of six months 
may, on sufficient cause being shown, be extended 
by the competent authority for a further period 
not exceeding two months:

Provided further that tax shall be payable by the 
person returning the said goods if such goods are 
liable to tax under this Act and are returned after a 
period of six months or the extended period, as 
the case may be, from the appointed day:

Provided also that tax shall be payable by the 
manufacturer if such goods are liable to tax under 
this Act, and are not returned within a period of 
six months or the extended period, as the case 
may be, from the appointed day:
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Provided also that the manufacturer may, in 

accordance with the provisions of the earlier 

law, transfer the said goods to the premises of 

any registered taxable person for the purpose 

of supplying therefrom on payment of tax in 

India or without payment of tax for exports 

within six months or the extended period, as 

the case may be, from the appointed day.

(2) The provisions of sub-section (1) shall apply 

only if the manufacturer and the job-worker 

declare the details of the goods held in stock by 

the job-worker on behalf of the manufacturer 

on the appointed day in such form and manner 

and within such time as may be prescribed.
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Section 152. Finished goods removed for carrying 
out certain processes and returned on or after the 
appointed day [Earlier Section 16C]

Where any excisable goods manufactured in a 
factory had been removed without payment of 
duty for carrying out tests or any other process not 
amounting to manufacture, to any other premises, 
whether registered or not, in accordance with the 
provisions of earlier law prior to the appointed day 
and such goods, after undergoing tests or any other 
process (herein after referred to as the “said 
goods”) are returned to the said factory on or after 
the appointed day, no tax shall be payable if the 
said goods are returned to the said factory within 
six months from the appointed day:

Provided that the aforesaid period of six months 
may, on sufficient cause being shown, be extended 
by the competent authority for a further period of 
two months:

Provided further that tax shall be payable by the 
person returning the said goods if such goods are 
liable to tax under this Act and are returned after a 
period of six months or the extended period, as the 
case may be, from the appointed day:

Provided also that the manufacturer may, in 
accordance with the provisions of the earlier law, 
transfer the said goods from the said other 
premises on payment of tax in India or without 
payment of tax for exports within six months or the 
extended period, as the case may be, from the 
appointed day.
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4. Related Transitional Provisions

160. Progressive or periodic supply of goods or services

Notwithstanding anything contained in section 12 and 13, no tax shall be 
payable on the supply of goods and/or services made on or after the 
appointed day if the consideration for the said supply has been received 
prior to the appointed day and the duty or tax payable thereon has 
already been paid under the earlier law.

(CGST Law)

Notwithstanding anything contained in section 12 and 13, no tax shall be 
payable on the supply of goods and/or services made on or after the 
appointed day if the consideration for the said supply has been received 
prior to the appointed day and the duty or tax payable thereon has 
already been paid under the earlier law.

(SGST Law)
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161. Treatment of retention payments

Notwithstanding anything contained in section 12 and 13, no tax shall be 
payable on the supply of goods and/or services made before the 
appointed day where a part consideration for the said supply is received 
on or after the appointed day, but the full duty or tax payable on such 
supply has already been paid under the earlier law.

(CGST Law)

Notwithstanding anything contained in section 12 and 13, no tax shall be 
payable on the supply of goods and/or services made before the 
appointed day where a part consideration for the said supply is received 
on or after the appointed day, but the full duty or tax payable on such 
supply has already been paid under the earlier law.

(SGST Law)
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31. Import of services or inter-state supply of goods and/or 
services made on or after the appointed day

Notwithstanding anything contained in section 12 and 13 of the CGST Act, 
import of services or inter-state supply of goods and/or services made 
after the appointed day shall be liable to tax under the provisions of this 
Act regardless of whether the transactions for such import of services or 
inter-state supply had been initiated before the appointed day:

Provided that if the tax on such import or inter-
state supply had been paid in full under the earlier 
law, no tax shall be payable on such import or 
inter-state supply under this Act:

Provided further that if the tax on such import of 
services had been paid in part under the earlier 
law, balance amount of tax shall be payable on 
such import or inter-state supply under this Act.

Explanation.- For the purpose of this section, a 
transaction shall be deemed to have been initiated 
before the appointed day if either the invoice 
relating to such supply or payment, either in full or 
in part, has been received or made before the 
appointed day.
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