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CHAPTER-III

DETERMINATION OF TAXABLE TURNOVER AND

CALCULATION OF NET TAX PAYABLE

	15. Determination of taxable turnover by a person.--(1)
To determine the taxable turnover of sales, a person, shall deduct from his gross turnover of sales, the following :-
	sections 15,16,17 and   19.

	(a) turnover of sales of goods, declared tax free under section 16 of the Act;

(b) turnover of sales of goods, made outside the State or in the course of inter-state trade or commerce or in the course of import of goods into or export of goods out of the territory of India under section 84 of the Act;

(c) turnover of goods, sent on consignment basis or branch transfers;

(d) amount, charged separately as interest in the case of a hire-purchase transaction or any system of payment by installments;

(e) amount, allowed as cash discount and trade discount, provided such discount is in accordance with the regular trade practice;

(f) sale price of taxable goods where such sale was cancelled:


Provided that the deduction shall be claimed only, if the person is in possession of all copies of VAT invoice or Retail invoice.

(g) sale price,  in respect of any goods , returned within a period of six months:


Provided that a taxable person shall claim the deduction only on the basis of debit note, issued by the purchaser for the goods returned; and

(h) a sum, to be calculated  by applying a tax fraction in case,  gross turnover includes retail sales.

(2)   The deduction referred to in clauses  (e), (f) and (g) of sub-rule (1), shall be claimed in the tax period in which the event occurs:


Provided that if the turnover of the period is less than the claim, then the balance of such deduction, shall be claimed in the immediate subsequent period.

(3)
The provisions of clauses (a) to (g) of sub-rule (1), shall also apply for determination of taxable turnover of purchases for levy of purchase tax under sections 19 and 20 of the Act.


	


	(4)   The value of the goods, involved in the execution of a works contract, shall be determined by taking into  account the value of the entire works contract by deducting there-from  the components of payment, made towards labour and services, including ─

(a)    labour  charges for execution of the works;

(b)   amount paid to a sub-contractor for labour and services;

(c)   charges for planning, designing and architect’s fees;

(d)  charges for obtaining for hire, machinery and tools used for the execution of the works contract;

(e)  cost of consumables, such as, water, electricity and fuel,  used in the execution of the works contract, the property, which is not transferred in the course of execution of a works contract;

(f)   cost of establishment of the contractor to  the extent, it is relatable to the supply of labour and services;

(g)  other similar expenses relatable to supply of labour and services and;

(h)    profit earned by the contractor to the extent, it is relatable to the supply of labour and services.

(5)   The amounts deductible under sub clauses (c) to (h) of sub rule (4), shall be determined in the light of the facts of a particular case on the 

basis of the material produced by the contractor.
	


	16. Classification of taxable turnover according to different rate of tax.--A person shall classify his taxable turnover of sales or purchases, determined in accordance with the provisions of the Act and these rules on the basis rates of tax specified in the Schedules.
	sections 8,9,26 and 42.


	17. Calculation of tax on taxable turnover.-- (1)A taxable person and a casual trader shall calculate tax payable on taxable turnover in accordance with the rates of tax specified in the Schedules.
	       sections 8                        and 9.

	(2) A registered person shall calculate tax payable on taxable turnover in accordance with the rate of tax as specified in the notification, issued under section 9.


	


	18. Conditions for input tax credit.--The input tax credit under section 13 of the Act will be admissible to a taxable person, if such a person has─
(a)     in his possession the original VAT invoice, issued to him by a taxable person, from whom purchase of such goods has been made,  wherein  tax  charged, has  separately been shown; and

(b)  maintained proper record of all purchases of goods, eligible for input tax credit and all adjustments thereto in chronological order.
	section 13.


	19. Input tax credit on capital goods.--(1)  Input tax credit, shall be admissible in respect of capital goods, as per provisions of the Act:

          Provided that where capital goods are used partially for manufacture of taxable goods and partially for manufacture of tax free goods or for job work, input tax credit shall be available on prorata basis for manufacture of taxable goods or processing of taxable goods for sale and the same, shall be determined by taking into account the ratio between the value of taxable goods and tax free goods manufactured or amount received or receivable for job work done ,during that period.
(2)   In the event of input tax credit having already been availed on such capital goods, the input tax credit would be reversed to the extent, it has been used in respect of manufacture of tax free goods or for processing of such goods. If, as a result of such reversal, there is a negative input tax credit balance for a particular period, the person concerned shall pay such tax forthwith, as if the same was payable in the said period.


	section 13.

	20. Eligibility of input tax credit on job work.--Input tax credit shall be allowed, if any taxable goods as such or after being partially processed, are sent by a manufacturer, registered under the Act to a job worker for further processing, testing,. repair, reconditioning  or any other purpose , and it is established from the challan or relevant documents produced by the taxable person concerned that the goods in question have been received back by him within a period of ninety days from the date of dispatch to the job worker.
	section 13.

	21. Inadmissibility of input tax credit in certain cases.—(1) No input tax credit shall be admissible to a person for tax paid on purchase of goods, if such goods are lost or destroyed or damaged beyond repair because of any theft, fire, or natural calamity.

(2) Input tax credit availed on the goods, which are lost, destroyed or damaged  beyond repair, shall be reversed immediately on occurrence of such event.

(3) No  input tax credit shall be admissible to a person in respect of such purchases for  which he accepts from the selling  person, an invoice which –

(a)  has not been duly obtained from a taxable person against the bonafide transaction;

(b)  does not contain all the required information as specified in rule  54; and

(c) has been issued by a person, whose certificate of registration has been cancelled under the provisions of the Act.

(4)  Where some goods as input or output are lying in the stock of a taxable person and where such goods become tax-free from a particular date, then from that date, no input tax credit shall be admissible to the taxable person on the sale of goods lying in the stock or on using the goods as input for making such tax-free goods.

(5)     No input tax credit shall be admissible on goods purchased by a person during the period, he opted for Turn over Tax (TOT) under section 6 of the Act.

(6)    Where input tax credit has already been availed of by a taxable person against the purchase of goods, a part of which is, either used in manufacturing the goods, specified in Schedule ‘A’ or disposed of otherwise than by way of sale, the input tax credit so availed for such part of goods will be deducted from input tax credit for the relevant period of use or disposal referred to above. If, as a result of such deduction, there is a negative input tax credit balance for a particular period, the person concerned shall pay such tax forthwith, as if the same was payable in the said period.



	sections 13 and 14.

	22. Calculation of input tax credit.--Subject to the provisions of rules 23 and 24, a taxable person shall be entitled for input tax credit of whole of the amount of tax paid on purchases of goods during the tax period or return period after reducing therefrom the reverse in put tax credit if any:
Provided that in respect of the goods, specified in sub-sections (2) and (3) of section 13 of the Act, the input tax credit shall be availed only to the extent by which the amount of tax paid in the State exceeds four percent:

Provided further that the purchase tax paid under section 19 of the Act, shall be considered as input tax credit for the purpose of subsequent sale in the hands of same person.


	section 13.

	23. Input tax credit where identification of goods is possible.--Where a taxable person has used the goods purchased partially for taxable sales and maintained commodity-wise account of his purchases and its use in production and/or sales, correlates such purchases with sales of taxable goods, the input tax credit for the tax period or return period, shall be an amount of VAT paid or payable on such purchases as reduced by the reverse in put tax credit ,if any:

Provided that in respect of goods specified in sub-sections (2) and (3) of section 13 of the Act, input tax credit shall be availed only to the extent by which the amount of tax paid in the State exceeds four percent, and the amount calculated above shall be reduced by a sum calculated in accordance with the following formula, namely : ─
P x 4

100

Explanation : “P” 
is purchase price excluding the tax amount representing the sum in respect of the goods, which are disposed of in a manner referred to in sub-section (2) and 3 of section 13..


	section 13.

	24. Input tax  credit where identification of goods is not possible.


(1)
Where a taxable person has used the goods purchased, partially for taxable sales, but is unable to maintain accounts as provided in rule 23, and the sales by him, includes sale of tax free goods and taxable goods or consignment or branch transfers, then it shall be presumed that the goods so purchased during the tax period, have been used in proportion of turnover of sales of tax free goods, taxable goods and  consignment or branch transfers of the tax period or return period and accordingly input tax credit shall be claimed in that proportion. Input tax credit shall be apportioned for tax-free and taxable sales as follows namely : ─
IT x T

GT+BT

Explanation  :  “IT”
is the total amount of input tax for the period less reverse tax:

“T”
is the total turnover of sales of taxable goods made in the tax period or return period including zero rated sales, inter-state sales and value of branch/consignment transfers but excluding the tax amount.

“GT”
is the gross turnover of sales (including inter-state sales) during the tax period or return period but excluding the tax amount.

“BT” is the total value of consignment or branch transfers of taxable goods in the course of inter-state trade or commerce made in the tax period/return period.


(2)
In respect of the goods, specified in sub-sections (2) and (3) of section 13 of the Act, input tax shall be considered only to the extent by which the amount of tax paid in the State exceeds four per cent and   where a person makes branch transfers, the above amount of input tax credit shall be further reduced by a sum calculated in accordance with the following formula namely : ─

IP x BT x 4

(GT+BT) x 100

Explanation  : “IP”
is the purchase price of the goods excluding the tax amount in respect of which ITC is considered above.

“GT”
is the gross turnover of sales (including inter-state sales) during the tax period or return period but excluding the tax amount.

“BT” is the total value of consignment or branch transfers of taxable goods in the course of inter-state trade or commerce made in the tax period or return period.


	section 14.

	25. Input tax credit on stock held on the appointed day.--(1)
Subject to the provisions of sub-section (3) of section 14, the input tax credit on goods, other than the capital goods, held in stock by a taxable person, registered under the repealed Act on the appointed day, shall be available subject to the following conditions ,namely : ─

(a)  the person claiming the input tax credit is registered under         the Act as a taxable person;

(b)  such person has submitted statement of such goods within                   a period of thirty days from the appointed day, in such form, as may be notified.

(c)    the taxable person ,shall retain documents relating to the   claim of  the input tax credit for a period of six years from the appointed day and shall provide such documents to the Commissioner or the designated officer for audit as and when required.

(2)   Only those goods on which tax was paid under sub-sections (1-A) and (3)  of section 5 of the repealed Act, prior to the appointed day and are taxable under the Act,   shall be eligible for input tax credit.
	section 25.

	(3)    The input tax credit, shall be calculated as follows: ─
	

	(a) in respect of the goods which were subjected to tax at the first stage under the repealed Act, and the tax has been charged separately on the bill, the input tax credit shall be the amount of such tax or the tax which should have been payable at the rate,  applicable on the day, preceding the appointed day or the rate of tax under the Act, whichever is the lowest; and

(b) in respect of the goods, which were subjected to the tax at the first stage under the repealed Act, and the tax has not been charged separately, the input tax shall be calculated by the  following formula , namely : ─

¾ P x R
100 + R

Explanation : ─ “P”
is the purchase price of eligible goods held in stock

“R”
is the rate of tax on goods prevailing on the day, preceding the appointed day or the rate of tax applicable on the day of its purchases under the repealed Act or the rate of tax under the Act, whichever is the lowest.
	

	(4)   The designated officer shall verify the claim for the input tax credit within a period of sixty days from the date of filing the statement of tax paid goods held in stock so as to determine the amount of input tax credit available to the taxable person. Such credit shall, then be availed of proportionately over a period of one year, commencing after the expiry of three months from the appointed day.
	

	(5)  Where the taxable person in a tax period of return period has made any consignment or branch transfer of goods, the input tax credit, shall be reduced by the following formula, namely : ─
ST x BT x 4

N x (GT+BT) x 100

Explanation : ─ “ST” is the value of stock of goods in respect of which the ITC is calculated in sub-rule (3) of this rule.

“BT”
is the total value of consignment or branch transfers of taxable goods in the course of inter-state trade or commerce made in the tax period or return period.

“GT”
is the gross turnover of sales (including inter-state sales) during the tax period or return period but excluding the tax amount.

“N”
is the number of tax period or return period falling within a period of twelve months commencing after the expiry of three months from the appointed day.
	

	(6)  The provisions of sub-rules (1) to (5), shall apply mutatis mutandis to the goods first purchase or first sale which have suffered tax either at mentioned in Schedule –D of the repealed Act.
	

	26. Input tax credit on duplicate invoice. -- (1)
In case, the original VAT invoice has been lost, destroyed or mutilated, a taxable person, shall make an application to the designated officer in Form VAT-7 along with a duplicate copy of VAT invoice, issued by the seller and an indemnity bond in Form VAT-8 for the amount, equal to the amount of input tax claimed under such invoice.

(2)
On receipt of such application, the designated officer shall cross-check the transaction and after satisfying about the genuineness of the transaction , shall allow the claim by an order to be passed within a period of sixty days from the receipt of such application.

(3)
The taxable person shall avail the input tax credit only after the receipt of the order mentioned in sub-rule (2).


	section 13

	27. Net tax payable.--(1)
After determination of output tax liability and input tax credit, the taxable person shall determine his net tax liability, if any, for the tax period or return period in accordance with the provisions of section 15 of the Act.

(2)   A registered person shall determine his tax liability for the tax period or return period in accordance with the provisions of section 12 of the Act.


	section 12 and 15.











