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Foreword

With each passing year, India’s Goods and Services Tax (GST) framework
has undergone significant refinement to better reflect the evolving landscape
of trade and industry. Continuous improvements in the law and its
procedures have aimed at simplifying compliance and addressing practical
challenges faced by taxpayers and professionals. The GST Council, through
its frequent deliberations, has consistently reviewed tax structures,
exemptions, processes and technology-related aspects to ensure that the
system remains efficient, transparent and business-friendly. The recent
overhaul of GST regime under GST 2.0 marks yet another step towards
refining and strengthening the indirect tax system framework in India.

The Institute of Chartered Accountants of India (ICAl), through its GST &
Indirect Taxes Committee, has remained at the forefront of this
transformative journey. The Committee has continuously supported the
Government with constructive suggestions and technical expertise
throughout the implementation and evolution of GST. At the same time, the
Committee has been deeply committed to empowering members by
conducting certificate courses, conferences, workshops, live webcasts and e-
learning programmes. Its wide range of well-researched technical
publications has further strengthened the professional community in dealing
with the complexities of GST law and compliance.

| am pleased to acknowledge the dedicated efforts of the Committee in
bringing out the revised edition of the “Technical Guide on Annual
Reconciliation Statement (Form GSTR-9C)”.

This publication provides in-depth guidance on the preparation and filing of
Form GSTR-9C and has been revised keeping in view the recent changes
made and attempts to include detailed discussions on each part of the form,
highlights optional and mandatory requirements and outlines potential data
sources to facilitate accurate and efficient filing of the reconciliation
statement.

| extend my appreciation to CA. Rajendra Kumar P, Chairman, CA. Umesh
Sharma, Vice-Chairman and all members of the GST & Indirect Taxes
Committee for their hard work and commitment in revising and enriching this



technical guide. Their efforts have ensured that the publication remains
relevant, comprehensive and aligned with the current GST framework.

| am confident that this revised guide will be immensely useful to our
members in discharging their professional responsibilities with greater clarity,
precision and efficiency.

CA. Charanjot Singh Nanda
President, ICAI

Date: 28.11.2025
Place: New Delhi



Preface

The Institute of Chartered Accountants of India (ICAl), through its GST &
Indirect Taxes Committee, has consistently supported the Government in
strengthening and streamlining the Goods and Services Tax (GST) regime
since its inception. As the GST framework continues to evolve—with
significant rationalisations, increased digital integration and amendments in
various areas of GST—the Committee remains committed to aiding
stakeholders in adapting to these changes smoothly.

The Annual Reconciliation Statement in GST ensures that the taxpayer's
declared liabilities and actual tax payments match, helping maintain accuracy
and transparency. It helps identify discrepancies early, reducing the risk of
penalties and supporting smooth compliance with GST regulations.

In continuation of its efforts to enhance GST literacy and compliance
readiness, the Committee has revised the “Technical Guide on Annual
Reconciliation Statement (Form GSTR-9C)". This revised publication
provides comprehensive insight into the updated structure of Form GSTR-9C
which has been aligned with the recent amendments, procedural
modifications and practical guidance on reconciling financial statements with
annual GST disclosures. It also elaborates on common areas of mismatch,
reasons for non-reconciliation and the documentation requirements in the
current compliance environment. In this edition, a new section has also been
added to clarify common misunderstandings which occur while filing Form
GSTR 9C. This publication is updated upto 30t November, 2025.

We express our sincere gratitude to CA. Charanjot Singh Nanda, President,
ICAI and CA. Prasanna Kumar D, Vice-President, ICAI, for their continued
encouragement and support for the initiatives of the GST & Indirect Taxes
Committee. We also acknowledge the valuable contribution of the members
of the Committee in every project. We also extend our heartfelt thanks to CA.
Shaikh Abdul Samad Ahmad for updating this publication in a very short
period of time. Our gratitude extends to the Committee Secretariat for their
administrative assistance in bringing out his publication in an effortless
manner.

While meticulous care has been taken to ensure that this publication
accurately reflects the latest statutory amendments, procedural updates and
practical considerations, variations in interpretation may still arise. We



welcome feedback from readers for further refinement and request that any
inadvertent errors or omissions be brought to our notice.

Suggestions may be shared at gst@icai.in. We also encourage readers to
visit our website https://idtc.icai.org to stay updated and contribute to our
collective endeavour of making GST a truly efficient, transparent, and
simplified tax system.

CA. Rajendra Kumar P CA. Umesh Sharma
Chairman Vice-Chairman
GST & Indirect Taxes Committee GST & Indirect Taxes Committee

Date: 28.11.2025
Place: New Delhi
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Readers may make note of the following while reading the publication:

Reference to the Central Goods and Services Tax Act, 2017 (‘the CGST
Act’), wherever stated, must be understood to mean and include the
respective State Goods and Services Tax Act, 2017/ Union Territory Goods
and Services Tax Act, 2017 (“the SGST Act/ UTGST Act”) and relevant
provisions, where required, of Integrated Goods and Services Tax Act,
2017(“the IGST Act’).

Unless otherwise specified, the section numbers and rules referred to in this
publication pertain to Central Goods and Services Tax Act, 2017 and Central
Goods and Services Tax Rules, 2017.







Chapter 1

Introduction to GST Reconciliation
Statement

Introduction

The introduction of the Goods and Services Tax regime is a revolutionary
step in the domain of commodity and services tax, which has brought about a
paradigm shift in the methodology of levy and collection of taxes. It is an
internationally recognized multipoint tax system, providing for levy of tax on
goods as well as services on the value addition occurring at every stage of
business activity. GST, being a self-assessment tax, requires reconciliation
with books of accounts for ensuring its proper compliance.

Goods and Services Tax was introduced to consolidate most of the indirect
taxes and also to increase the tax base with emphasis on compliance. At the
same time, thrust was given to self-assessment processes whereby the
taxpayers are required to assess their tax liability and pay taxes. While doing
so and considering the challenges which the government may face in
handling the volume of taxpayers and transactions, technology support has
been taken right from the time of its introduction.

Considering the self-assessment regime, the provisions of the audit (section
35(5) read with section 44(2) of the CGST Act) were introduced under the
GST regime since its inception. However, the Government has eliminated the
requirement for GST Audit effective from 01.08.2021. Now, there is a
requirement to furnish a self-certified reconciliation statement from FY 2020-
21 onwards.

Objective of Reconciliation Statement under GST
Law

From the format of FORM GSTR - 9C (Reconciliation Statement), the
following can be deduced:

(@)  The reconciliation statement aims to have reconciliation between
details filed as per annual return in form GSTR 9 and details as per
audited financial statement.
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(b) It aims to have reconciliation of:
() Turnover declared,
(i)  Taxes paid
(i) Input tax credit availed;

(c)  The reconciliation statement also aims to assess registered person’s
compliance with the provisions of GST Acts and Rules.

All this makes it clear that the objective of GST Reconciliation Statement is to
ensure the proper reconciliation between GST Returns and books of
accounts for Turnover declared, Taxes paid and Input Tax Credit availed in
addition to compliance of the GST Acts and Rules.

Legal Provisions related to GST Reconciliation
Statement

In order to understand the gamut of the Reconciliation statement and its
requirement, it is relevant for us to understand the legal provisions related to
the GST Reconciliation. Section 44(1) of the CGST Act and Rule 80(3) of the
CGST Rules cover legal provisions of Reconciliation Statement.

Section 44(1) of the CGST Act

(1) “Every registered person, other than an Input Service Distributor, a
person paying tax under section 51 or section 52 , a casual taxable person
and a non-resident taxable person shall furnish an annual return which may
include a self-certified reconciliation statement, reconciling the value of
supplies declared in the return furnished for the financial year, with the
audited annual financial statement for every financial year electronically,
within such time and in such form and in such manner as may be prescribed:

Provided that the Commissioner may, on the recommendations of the
Council, by notification, exempt any class of registered persons from filing
annual return under this section:

Provided further that nothing contained in this section shall apply to any
department of the Central Government or a State Government or a local
authority, whose books of account are subject to audit by the Comptroller
and Auditor-General of India or an auditor appointed for auditing the
accounts of local authorities under any law for the time being in force”.
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Rule 80(3) of the CGST Rules

“(3) Every registered person, other than those referred to in the second
proviso to section 44 , an Input Service Distributor, a person paying tax
under section 51 or section 52 , a casual taxable person and a non-resident
taxable person, whose aggregate turnover during a financial year exceeds
five crore rupees, shall also furnish a self-certified reconciliation
statement as specified under section 44 in FORM GSTR-9C along with the
annual return referred to in sub-rule (1), on or before the thirty-first day of
December following the end of such financial year, electronically through the
common portal either directly or through a Facilitation Centre notified by the
Commissioner”.

Comment: Rule 80(3) uses the expression “Every registered person, other
than those referred to in the second proviso to section 44, an Input Service
Distributor, a person paying tax under section 51 or section 52, a casual
taxable person and a non-resident taxable person, whose aggregate turnover
during a financial year exceeds five crore rupees .....". It must be noted that
the word “aggregate turnover” has been defined in the Act. In this backdrop
the following understanding is relevant:

(@) Aggregate turnover is PAN based whereas turnover in a State/ UT,
though similarly worded, is limited to turnover in a State/ UT. In other
words, Aggregate turnover is the sum-total of turnover in a State/ UT
of All GSTINs obtain under the PAN.

(b) Itis, therefore, reasonable to interpret that reconciliation statement in
FORM GSTR 9C would be applicable for all registration under the
same PAN once the aggregate turnover crosses the limit of Rs. 5
Crore.

Misunderstanding: Taxpayers often exclude exempt supplies from

aggregate turnover calculation, assuming only taxable supplies
count toward thresholds.

Clarification: Section 2(6) explicitly includes exempt supplies in
aggregate turnover. Examples include interest income on loans or
deposits, and supplies of non-taxable goods like alcoholic
beverages for human consumption.
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It can be seen that section 44 of the CGST Act read with rule 80(3) of the
CGST rules provides that the following documents shall be furnished
electronically by the taxpayer:

(@) Annual Return;
(b)  Copy of the audited annual accounts;

(c)  Self-Certified Reconciliation statement, reconciling the value of
supplies declared in the return furnished for the financial year with the
audited annual financial statement in FORM GSTR-9C;

Vide rule 80(3), the reconciliation statement shall be furnished in the FORM
GSTR-9C. The provisions of section 44 require reconciliation of the figures
declared in ‘return furnished for the financial year with the ‘audited financial
statement’. It appears that the return furnished for the financial year refers to
the annual return furnished in FORM GSTR-9.

In addition to the provisions as mentioned above, there are number of
provisions that are relevant for carrying out reconciliation.

Applicability of GST Reconciliation Statement

Section 44 of the CGST Act read with the corresponding rule 80(3) of the
CGST Rules relates to reconciliation statement. In terms of the said section /
rule, every registered person whose aggregate turnover in a financial year
exceeds Rs. 5 Crore has to furnish self-certified reconciliation statement in
form GSTR 9C.

Misunderstanding: Computing turnover separately for each State
registration under the belief that thresholds apply state-wise.

Clarification: Aggregate turnover is computed on an all-India

basis for all registrations under the same PAN, not individual
state-wise computation.

In the event that a taxpayer's total aggregate turnover across all their regular
GST registrations surpasses %5 crore during a given financial year, they are
obligated to submit both the annual return in Form GSTR-9 and the self-
certified reconciliation statement in Form GSTR-9C for every single one of
their registrations. This requirement applies universally, regardless of
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whether a particular registration “state turnover” of the registration in that
year.

Implications of GST Reconciliation

. Where a review is undertaken periodically, the discrepancies would be
noticed and corrective measures would be taken promptly. Thus, it
would lead to optimising credit availability as well as payment of tax/
refunds etc.

. A periodic review of information such as computation of total and
taxable turnovers, review of rates of taxes, proper application of
relevant notifications, circulars, orders etc., Government orders and
adherence to the tax compliances.

. Incorrect claims for tax benefits/ exemptions would be filtered out, as
tax professionals would be in a position to intimate the consequences
of such practices and also bring out the systemic failures in their
reports.

. It is customary to expect that the departmental audit is conducted long
after the end of the financial year except in cases where
investigations, inspections or special audits are taken up. Naturally,
any levy of additional taxes either due to non-compliance or incorrect
comprehension of the complex tax laws would result in taxes plus
consequential interest and penalties.

Preparation for the GST Reconciliation Statement

The GST reconciliation statement requires deep understanding of the GST
laws, IT infrastructure of the registered person, the method in which the GST
portal operates, the applicability of the various notifications, circulars, orders
etc., classification of goods and/ or services, the nature of supplies, the
manner of availing credits together with its allowability or otherwise,
maintenance of various records and documents specified therein,
requirements of reporting and source of information, understanding of the
business of the registered person, etc. The reconciliation of all these records
and documents would need substantial amount of preparation and time.

To start with, the following (among others) are the various steps can be taken
for GST reconciliation.
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(@)  Understand the nature of business, the products or services,
requirements of records to be maintained, and advise the registered
person to maintain accounts and records so required, beforehand;

(b)  Prepare a questionnaire to focus on key areas of operations/ activities
of the registered person, and specifically develop questions on those
issues on which the GST law would have a bearing;

(c)  Preparation of the detailed program and list of records to be

reconciled;

(d)  Obtain the relevant reconciliations.

Consequences of failure to submit the Annual
Return and Reconciliation Statement

Sub-section (2) of section 47 of the Act provides for levying late fees to those
registered persons who failed to furnish the annual return in FORM GSTR-9
by the due dates. The late fees for furnishing of annual return have been
reduced vide N.No. 07/2023-CT dated 31.03.2023 from FY 2022-23 onwards.
The reduced late fees is as follows:

turnover in the State or
Union territory.

QUANTUM CGST SGST
For turnover upto Rs. 5 Crore
Minimum Rs. 25.00 for every day | Rs. 25.00 for every day
during which the failure | during which the failure
continues. continues.
Maximum 0.02 percent of his|0.02 percent of his

turnover in the State or
Union territory.

For turnover of Rs. 5 Crore to

Rs. 20 Crore

turnover in the State or
Union territory.

Minimum Rs. 50.00 for every day | Rs. 50.00 for every day
during which the failure | during which the failure
continues. continues.

Maximum 0.02 percent of his|0.02 percent of his

turnover in the State or
Union territory.
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For turnover above Rs. 20 Crore

Minimum Rs. 100.00 for every day | Rs. 100.00 for every day
during which the failure | during which the failure
continues. continues.

Maximum A quarter percent (0.25%) | A quarter percent (0.25%)

of his turnover in the State
or Union territory.

of his turnover in the State
or Union territory.

The registered person, who is required to furnish annual return in the terms
of the provisions of section 44 read with rule 80, has to furnish the annual
return in FORM GSTR-9 along with a copy of the audited annual accounts
and a reconciliation statement in FORM GSTR-9C. Hence, one can infer that
the annual return is to be accompanied with the reconciliation statement, if
not done it may amount to non-filing of return and late fee may be levied.
CBIC in Para 3.3 of Circular No. 246/03/2025-GST dated 30.01.2025 has
clarified the following:

33 clarified that late fee under sub-section (2) of section 47
of the CGST Act, is leviable for the delay in furnishing of complete annual
return under section 44 of the CGST Act, i.e. both FORM GSTR-9 and FORM
GSTR-9C (where FORM GSTRIC is also required to be furnished) and the
late fee shall be payable for the period from the due date of furnishing of the
said annual return upto the date of furnishing of the complete annual return
i.e. FORM GSTR-9 and FORM GSTR-9C. It is also to be noted that late fee
is not separately leviable for delayed furnishing of FORM GSTR-9 and
delayed furnishing of FORM GSTR-9C, but has to be calculated for the
period from the due date of furnishing of annual return under section 44 of
the CGST Act till the date of furnishing of complete annual return i.e.:

i. in cases where FORM GSTR-9C is not required to be furnished, the
date of furnishing of FORM GSTR-9;

i in cases where FORM GSTR-9C is required to be furnished along with
FORM GSTR-9,

a.  the date of furnishing of FORM GSTR-9, if FORM GSTR-9C is
furnished alongwith FORM GSTR-9; or

b. the date of furnishing of FORM GSTR-9C, if FORM GSTR-9C is
furnished subsequent to furnishing of FORM GSTR-9.
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This clarification is further detailed in Query No. 23 of the FAQ on GSTR-
9/9C for FY 2024-25, issued by GSTN. It states that late fees for GSTR-9 will
apply from the due date for filing the annual return up to the actual filing date
of GSTR-9. For GSTR-9C, late fees will be computed from the later of (i) the
filing date of GSTR-9 or (ii) the due date for the annual return, until the filing
date of GSTR-9C.

Accordingly, a new Table - 17 titled "Late Fee Payable and Paid" has been
inserted below Part V of GSTR-9C to capture such late fee payable under
Section 47(2).

Positions in case of Non-filers and Un-registered
Persons

1.

The word or expression non-filer has not been defined in the GST
laws. A non-filer is a registered person who is liable to file the return or
statement periodically but has failed to do so. The heading in section
62 of the CGST Act reads Assessment of non-filers of returns. It must
be understood that headings are words placed at the head of a
Chapter, Paragraph etc., or at the front or top of anything. They do not
have any legal significance.

A non-filer is a taxpayer who has not met his tax filing obligation by
the due date of the return/ statement or the approved extended due
date. Non-filers and un-registered non-compliant persons are normally
misunderstood to be of the same class, but they are different. The
differences are given below:

. An un-registered non-compliant person under GST is the person
liable to apply and obtain registration but has failed to do so.

. Non-filer is a person who is already registered and is therefore
liable to file the return/ statement but has failed to do so.

Under section 62 of the CGST Act, where a registered taxable person
fails to furnish the return (non-filer), the proper officer may, after
allowing a period of 15 days from the date of service of the notice
under section 46 of the CGST Act, proceed to assess the tax liability of
the person to his best judgment, taking into account all the relevant


https://www.legalraasta.com/gst/gst-return-filing-forms/
https://www.legalraasta.com/gst/gst-registration-process/
https://www.legalraasta.com/gst/gst-return-filing-forms/
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material which is either available on records or which he has
gathered.!

Under section 63 of the CGST Act, where a taxable person (i.e., a
person liable to take registration) fails to obtain registration, the proper
officer may decide to assess the tax liability of the said taxable person
to his best judgement for the relevant tax periods and issue an
assessment order within a period of five years from the due date for
filing of the annual return for the year to which the tax not paid relates.

Whether reconciliation statement is applicable to non-filers or un-
registered persons liable to take registration?

The filing of reconciliation statement is applicable only to a registered
person. A non-filer is a registered person under section 25 of the
CGST Act; the reconciliation statement is to be filed, if it satisfies the
condition stated in the section.

However, an un-registered person who is liable to take registration
under section 25 of the CGST Act is a person who has to pay tax. But
the said un-registered person is not a registered person defined under
section 2(94) of the CGST Act. Hence, in terms of section 44 of the
Act, reconciliation statement is not required.

Whether a non-filer or an un-registered person can be subjected
to any other audit under GST?

Under section 66 of the CGST Act, a registered person can be ordered
to go for an audit by the department by nominating a CA or CWA in
accordance with the conditions laid down in the said Act. Thus, a
special audit cannot be conducted against an un-registered taxable
person but can be ordered in respect of the non-filer.

lllustrations

(a)

M/s. ABC has been holding the GST registration but has not filed the
statement of returns in FORM GSTR-3B. Notice is issued under
section 46 for failure to file returns. Even then, no returns are filed. In
such a case, M/s. ABC becomes ‘non-filer’.

1 Such persons would pay the tax liable with interest & penalties. However, he may not file
the return, therefore, GSTN needs to permit the future return filing process without filing
the earlier return.

9
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(b)  MJs. XYZ, on registration has been filing statements/ returns in FORM
GSTR-1/ FORM GSTR-3B. However, annual return in FORM GSTR-9
has not been filed. Proper Officer issues a notice for failure to file
annual return within 15 days. Even then, no annual return is filed
within the time permitted. In such a case, M/s. XYZ becomes ‘non-
filer'.

(c)  M/s. PQR’s turnover during the financial year exceeds Rs.20 lacs and
is liable to be registered undersection 22. It failed to obtain
registration. In such a case, M/s. PQR is not a ‘non-filer’ but one ‘liable
to get registered’.

A non-filer is a person who does not file returns or statements within due
dates. But it is possible that his books and records reflect aggregate turnover
beyond the threshold prescribed under the GST laws. In such situations, the
non-filer is required to file his annual return in FORM GSTR-9 and the
reconciliation statement in FORM GSTR-9C. A non-filer may also be subject
to special audit under the provisions of section 66 of the CGST Act.

On the other hand, an un-registered person, even if his aggregate turnover
exceeds the prescribed limit, is not required to submit reconciliation
statement.

Conclusion

The GST reconciliation statement places a huge responsibility on the person
preparing the reconciliation statement and they must be aware of the nature
and complexity of the business/ operations of the registered person. It may
be advisable that person preparing reconciliation statement, prepares a
suitable standard questionnaire (depending on the nature of business and
facts and circumstances of each case) to become familiar with the business,
modus of operation etc. It is important to bear in mind that/ complicated
questionnaire may not be effective, even if prepared for obtaining a
comprehensive understanding of the business in question.

10



Chapter 2

Important Aspects for GST
Reconciliation Statement in case of
Multi-Locational Entities

3.

Introduction

Registration, under the GST laws, is for an ‘Entity’ in respect of its
supplies affected ‘in’ the State/ UT. An ‘Entity’ may have as many
registrations as the States that it operates ‘in’. Section 25(4) and
section 25(5) of the CGST Act make it clear that each registrant is a
‘distinct person’ under the GST laws even with same PAN. Section 22
of the CGST Act also permits more than ‘one registration’ even within
the same State/ UT.

It is possible that a transaction that takes place between two branches
of the same ‘Entity’ becomes liable to tax incidence due to the
operation of Schedule | of the CGST Act. That is, transactions
between two distinct persons (both belonging to the same Entity)
would be a ‘supply’ transaction when those transactions fall within the
purview of Schedule- |,

‘2. supply of goods or services or both between related persons or
between distinct persons as specified in section 25, when made in
the course or furtherance of business and

4. Import of services by a person from a related person or from any
of his other establishments outside India, in the course or
furtherance of business;”

It is interesting to note that there are more than one kind of multi-
location units to be considered, namely (among others):

(@) Registered branches in two different States/ UTs;

(b)  Registered branches within the same State/ UTs;
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(c)  Business locations outside India;

(d)  Branches in a State that are found liable to register but are not
registered.

Analysis

When an ‘Entity’ has more than one, registration in one or more than
one State/ UT, each registrant is treated as a distinct person in terms
of section 25 of the CGST Act. Accordingly, each of these distinct
persons is required to furnish self-certified reconciliation statement
under the GST Laws. However, it is important to note that the
following “Registrations” of the taxable person are not required to
furnish self-certified reconciliation statement:

— Input Service Distributor;

— A person paying tax under section 51 or section 52;

—  Acasual taxable person; and

— A non-resident taxable person.

— Registered persons with aggregate turnover up to Rs. 5 crore.

In respect of persons in sub-clauses (a) to (d) cited in clause 3 of Para
| (supra), the following key issues are to be borne in mind during the
preparation of the Reconciliation Statement:

()  Each registered person (GSTIN-wise) is required to maintain
books, records, and other documents in accordance with
section 35 of the CGST Act. A difficulty arises when the
principal place of business holds or maintains all the books and
records. In this situation, it would be extremely difficult to
“derive” specific transactions and reflect such transactions in
the returns/ statements to be filed. For instance, the books and
records may not reflect stock transfer of goods between
branches, whereas such data may be derived on the basis of
delivery challans, e-way bills, or such other documents
maintained;

(i) Another situation could be where common costs are required to
be allocated. This could be done based on the turnover of each
distinct person, or based on manpower deployed, or any other
suitable cost-driver relevant to each such cost to be allocated.

12
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(i)

Manpower employed by the legal entity must also be allocated
to a specific branch (GSTIN-wise allocation of staff cost) to
which it belongs.

It is common knowledge that several enterprises use
infrastructure available in a centralized location or back-office
support whether in respect of Information Technology, Finance,
Accounting, Human Resources or Personnel, Corporate
Management, etc. These costs are required to be allocated
based on ‘end use’ rather than on turnover. However, the
registered person must bear in mind that such allocation could
also be a subject matter of valuation under the GST law and
also have a bearing on transfer pricing regulations in Income-
tax and Special Valuation Branch (SVB) orders in Customs;

The method of valuation applicable under GST law for supplies
between distinct persons is again a point of consideration in as
per section 15(5) of the CGST Act confirms that the value of
supplies between distinct persons or related persons shall be as
per provisions of rule 28 of CGST Rules shall be as follows —

i.  Open Market Value of such supply.

ii. If not available, then the value of goods or services of like
kind or quality.

iii. I still unascertainable, cost of supply plus 10% markup.

iv. If not available, then on the basis of best judgment
assessment.

The valuation of distinct persons has always been a matter of
dispute between the tax officers and the taxpayers as it involves
reasonable measures of calculation and the relationship should
not affect the pricing. Interpretation of the rules described above
needs to be understood in a harmonious manner and with the
intent of the lawmakers to tax this transaction.

The next issue which can be a point of contention could be the
entitlement of input tax credit for the recipient of such supply
where it fails to pay the value and tax amount to the supplier
within 180 days from the date of issue of an invoice as per
second proviso to section 16(2) and reversal of input tax credit

13
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would be required under rule 37 of the CGST Rules. However,
proviso to rule 37 of CGST Rules states that the value of
supplies made without consideration as specified in Schedule |
of the CGST Act shall be deemed to have been paid for the
purposes of the second proviso to sub-section (2) of section 16
of the CGST Act. The intra-company transactions — issues
pertaining to valuation and availment of the input tax credit have
been clearly identified in the law and have been provided with
the mechanism to derive the solution to it.

In respect of transactions with a branch, while the head office is
registered, the branch has failed to obtain registration.
Registered person while preparing the reconciliation statement
has to ensure this in his report to ensure completeness of the
reporting by the registered head office without leaving any loose
ends becomes onerous.

Key checks and balances:

(1)

)

(i)

(vii)

(vii)

Extracting GSTIN-wise trial balance (duly validated that all such
GSTIN-level trial balances add up to the entity-level trial
balance);

Review of audited financial statements, cash flow, etc. for the
audit period;

Review if there are any adverse comments in the Internal Audit,
Earlier GST reports, and in the IS audit if conducted;

Ensuring relevant FORM GSTR-1 and FORM GSTR-2A are
matched, where applicable;

Securing confirmation letters where FORM GSTR-1 and FORM
GSTR-2A remain un-matched;

whether the turnover disclosed in the GSTR-1 & GSTR-3B is
matching with books of accounts;

Check whether the ITC availed in the books of accounts is
matching with Table 4 of GSTR-3B;

In respect of transactions relating to the import of services and
when such transactions are subject to valuation by the GST
authorities at a later date, a change in the cost component due
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(ii)

to valuation review can adversely impact the reporting results of
the registered person.

(ix)  Ensuring that credits and RCM liability are properly accounted
for in special cases such as reversal of past credit.

GSTIN-wise Accounts for Reconciliation
Statement

As per section 35 of the Act, every registered person is required to
keep and maintain, at his principal place of business, inward &
outward supply of goods or services, stock of goods, input tax credit
availed, etc., and where there is more than one place of business, the
accounts relating to each place of business shall be kept at such
places of business and has to be retained them until the expiry of
seventy-two months from the due date of furnishing of annual return
pertaining to such accounts and records.

At the outset, the reconciliation should be initiated by seeking a
separate Trial Balance for the GSTIN for which the reconciliation
statement is to be prepared. A separate Trial Balance ensures the
identification of all transactions related to a particular GSTIN, of
course, to the extent recorded in the books of accounts under GAAP.
The Trial Balance can be generated by maintaining separate books of
accounts for all locations, or it can also be generated from the specific
marking for a Branch against every transaction. In the case of
separate Trial Balance for branches under a single GSTIN, the same
may be consolidated to eliminate inter-branch transactions within the
same GSTIN. The relevant ledger accounts as per the Trial Balance
should be reviewed with the records and documents maintained at the
respective locations. The balances should be ‘verified figures’
declared in FORM GSTR-1 and FORM GSTR-3B of each GSTIN.

The best option would be to take an audited Trial Balance of each
registered location. However, in case a GSTIN-wise audited Trial
Balance is not available then a ‘trial balance’ of each registered
location mapped with audited financials should be the base that ought
to be considered for preparing the reconciliation statement. It may
even be advantageous to append this trial balance along with the
entity-level financials in Part B of FORM GSTR-9C.
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IV. Importance of Registration-wise Transactions

There are many contracts that may be undertaken by a Legal Entity
with a third party, whereas, its execution may require ‘supply’ from
different locations. The interplay of supplies between branches is
required to answer the correct tax payable or input tax credit
availment/ available for a taxable person. Transactions between
different GSTINs of the same Legal Entity should be analyzed very
carefully. They may consist of-

. Stock transfer of goods; and/ or
. Cross utilization of services.

Stock transfer of goods may be easy to identify and can be cross-
verified through stock records, records for movement of goods, etc.,
whereas, the cross utilization of services may not be clear from
financial records. This needs analysis of each Trial Balance. Analysis
of the purpose of expenditure incurred for each Trial Balance may
provide indicative evidence for cross-utilization of services. Also,
segmental reporting as per Accounting Standard (AS) 17/ Indian
Accounting Standard (Ind AS) 108 Operating Segments may be a
useful guide to identify such transactions. In case of inter-unit transfer
of goods/ services the person preparing the reconciliation work is
required to see that valuation has been carried out as per rule 28 of
the CGST Rules. Further, as per a recent Circular No. 199/11/2023-
GST dated 17.07.2023 issued with regards to internally generated
services specifically, in cases where full input tax credit is available or
not available to the recipient. Where full input tax credit is available to
the recipient, if a head office has issued a tax invoice then the value
derived would be considered to be open market value as per rule 28,
where tax invoice not issued, deemed to be considered as Nil and
considered to be open market value as per rule 28. When input tax
credit pertaining to that is not available to the recipient, it has been
clarified, that it is not mandatorily required to transfer the cost of
salaries of employees of head office.
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V. Cost Sharing / Cross Charge between
Branches

Section 7(1)(c) read with Schedule-l of the CGST Act considers
transactions between distinct persons as supplies even when such
transactions remain to self and maybe without consideration.
Accordingly, the stock transfer of goods between branches being a
transaction between distinct persons comes within the ambit of the
GST laws. Similarly, services between branches would also attract
GST liability.

Preparation of reconciliation statement in case of multi-location entities
would require examination (among others) of the following:

(a)

1.

Costs incurred commonly at or by the Head Office, such as
Marketing and Brand Building Costs;

The Head Office could be providing support to branches, such
as Centralized Accounting Services; HR Services etc;

Billings for support services to own branches/units are done -
Schedule 1.

The present valuation mechanism adopted for regular sales to
customers, supplies to related parties and distinct persons, and
supplies without monetary consideration;

Branches without billings to third parties;

Branches with billings to third parties but all costs not met by
branch;

Identification of software issues leading to non-compliance with
GST law, E.g., Character limitation in software which hampers
GSTR 2A vs. 3B matching.

Credit flowing to branches that do not carry corresponding
invoices. Please note that there is an apparent incentive to
claim CGST-SGST credit at branches in a given State even
though the invoice for the supply (to which this credit relates)
may belong to another State;

The specific focus on transactions was taking credit in respect
of goods or services that were not received or supplied.
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VI.

10.
11.

12.

13.

14.

15.

16.

17.

18.

19.

|dentification of branches that have not been registered;

Identify the ‘location of employment of all employees and then
map their costs and invoices in each branch;

E-Way bill to track supplies that have been marked as stock
transfers;

The credit of ‘State A’ availed in ‘State B’, especially in cases
where the place of supply is State B (E.g., Accommodation
Services of the employee of ‘State A’ availed as credit in ‘State
B');

Whether the ITC on ISD invoices is availed and shown in the
GSTR-3B;

The basis of the bifurcation of credits by ISD & the ISD invoices
issued, if any, are as per rule 54 of CGST Rules.

Invoice level GSTR 2B vs. ITC as per books reconciliation is to
be performed for Table 8 disclosure in GSTR-9.

Identify the credits availed in the books of account at an
aggregate level (for each GSTIN) as well as separately for each
of the expenses.

Legal opinions, if any obtained, by one location, similar issues
or observations faced by the other location for GST supplies

Documentation in respect of transfer of cost through either ISD
mechanism or cross charge and the basis on which it is made.
Important to note, that cost is to be allocated only to such
entities where services are availed or consumed.

Cross Charge vs Input Service Distributor

The cross charge is not defined under the GST Laws. It is a
colloquially derived term in usage. It is a mere supply from one
registered person to another where such entities have a common PAN.
Inter-company supply of goods (stock transfers) & supply of services
by one branch of a company to another would qualify for cross charge
vide Entry 2 of Schedule | read with section 25(4) of the CGST Act.
However, Input Service Distributor is defined in section 2(61) of the
CGST Act to mean an office of the supplier of goods or services or
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(ii)

both that receives tax invoices issued under section 31 of the said Act
towards the receipt of input services and issues a prescribed
document as per rule 54 of the CGST Rules for the purposes of
distributing the credit of GST on the said services to another branch of
the same legal person.

Thus, while ISD is merely distributing the credit of invoice of input
services relating to services received by another branch but invoice of
which is received by the ISD, cross charge is a broader concept,
where the location that received goods and services in its capacity
uses such resources for provision of common support functions of the
entity and thus, supply such support functions to other units. A choice
of ISD or cross charge is material from the perspective of maintenance
of books of accounts as well as reconciliation thereof. In summary,
ISD is a mechanism within the GST framework in India that allows
businesses to distribute input tax credits efficiently among their various
branches or units. Cross-charging, on the other hand, is a broader
accounting practice used in various industries and contexts to allocate
costs or revenue between different departments or units within a single
organization.

Recently, CBIC has clarified this issue through its Circular No.
199/11/2023-GST, dated 17/07/2023 which was issued in line with the
topic in discussion. Firstly, understanding circular is important to
further dissect the same. The moot issue that the circular took in its
radar was w.r.t. taxability of services performed by an office in a state
of a PAN-based taxpayer to the office in a different state of the same
PAN-based taxpayer.

Understanding the primary idea of 'internally generated services' and
'third party services' is important. Internally generated services are
those services that an office in a state provides to an office in another
state of the same PAN centrally. For e.g., Accounting services, IT
services, HR services, etc. provided centrally from a single office for
the organization as a whole. On the other hand, third-party services
are those services provided by an outsider to the organization as a
whole. E.g., License services, Professional services, efc.

With effect from 1st April, 2025, it is mandatory for the Head office
(HO) to distribute ITC in respect of such common input services
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received from third party by following the ISD mechanism laid down in
section 20 of the CGST Act read with rule 39 of the CGST Rules and
can then avail ITC on the same subject to the provisions of section 16
and 17 of the CGST Act. The HO can issue ISD invoices to the
concerned BOs, only if the said services have been provided to the
concerned BOs.

(vi) In this case, HO will be required to get itself registered mandatorily as
an ISD in accordance with section 24(viii) of the CGST Act. The
distribution of such credit would be available to the recipient part only
if such services or goods are consumed or availed by such recipient
part.

(vii) In the case of internally generated services, where the BO is eligible
for full ITC, any amount charged by the HO would be considered as
the open market value. Even if HO has not issued a tax invoice to the
BO, the value of such services may be deemed to be declared as Nil
and may be deemed as open market value in terms of the second
proviso to rule 28 of the CGST Rules. Further, in case ITC is not
available with the recipient, the cost of salary of employees at HO
need not be mandatorily included for the purpose of computing the
value of the said supply.

VII. Conclusion

On the basis of the concepts stated above person preparing the
reconciliation statement must bear in mind that a lot of issues may arise in a
real-time business environment. Adequate checks and balances must be
employed to exercise caution and care while reporting such transactions.
The attention of the reader is also invited to the Advance Ruling in the case
of Columbia Asia Hospitals Private Limited vide KAR/ADRG/15/2018 dated
27" July 2018 where AAR has held that the activities performed by the
employees at the corporate office in the course of or in relation to
employment for the units located in the other states shall be treated as
supply as per Entry 2 of Schedule | of the CGST Act. Further, it was
elucidated that the valuation includes all the costs, the employee cost also
needs to be included in the valuation of goods or services provided by one
distinct person to the other distinct persons. This case was further affirmed
by Appellate Authority for Advance Ruling vide KAR/AAAR/05/2018-19, dated
12-12-2018. This information would be useful in making decisions, with the
caveat that Advance Authority Rulings are not binding on any registered
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taxpayer other than the party in respect of which the Advance Ruling is
given.
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Chapter 3

Analysis of FORM GSTR-9C

Introduction

FORM GSTR-9C is the relevant form prescribed in terms of rule 80(3) of the
“CGST Rules”. Upto FY 2019-2020, It had two parts: Part-A is the
‘Reconciliation Statement’ and Part-B is the ‘Certificate’. However, from FY
2020-21 onwards, Part-B has been omitted. Now, it has only Part-A, which
comprises the form of reconciliation statement. It has 5 Parts which contains
various serially numbered tables. Part | captures the basic details of the
registered person under Part-A (Reconciliation Statement) which has 4
Tables, each of the Table is significant in terms of the disclosure
requirement.

Comparative view of FORM GSTR-9 and FORM GSTR-9C

Sl. | Return in FORM GSTR-9 Statement in FORM GSTR-9C
No.

1 | Itis the report of a formal or | Means the formal statement to be
official  character  giving | made under the provisions of the
information. Act, the veracity of which needs an

enquiry as to its correctness.

2 | Prescribed under the Statute. | Prescribed under the Statute.

3 | To be filed by all registered | To be filed only if the aggregate
persons. (Optional for small | turnover in a financial year
taxpayers having turnover | exceeds:
upto Rs. 2 Crore for FY | e Rs.2 Crore for the FY 2017-18
2017-18, 2018-19 and 2019- | o Rs. 5 Crore for the FY 2018-19
20) and 2019-20.
(Exemption ~ for  small | o Rs 5 Crore (FY 2020-21
taxpayers  having  turnover onwards vide N.No. 30/2021-
upto Rs. 2 Crore for FY CT dated 30.07.2021)
2020-21, 2021-22,2022-23,
2023-24  and  2024-25
onwards)

4 | No threshold limit prescribed | Subject to threshold limit.

under CGST Act and CGST
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Sl. | Return in FORM GSTR-9 Statement in FORM GSTR-9C
No.

Rules. Option/Exemption to

small taxpayers has been

provided vide various

notifications.

5 | Not required to be filed by a | Not required to be filed by a Casual
Casual Taxable Person, Non- | Taxable Person, Non-Resident
Resident Taxable Person, | Taxable Person, Input Service
Input  Service Distributor, | Distributor, Unique Identification
Unique Identification Number | Number Holders, 2[Online
Holders, 2[Online Information | Information and Database Access
and Database = Access | Retrieval Service], Composition
Retrieval Service], | Dealers, persons required to deduct
Composition Dealers, | tax under section 51 and persons
persons required to deduct | required to collect tax under section
taxes under section 51 and | 52.
persons required to collect
taxes under section 52.

6 | No need to annex financials. | Financials are to be annexed.

7 | A plain reading of the relevant provisions indicates that the said

Annual Return in FORM GSTR-9 and the Reconciliation Statement
in FORM GSTR-9C must be filed together. However, if one has to
peruse FORM GSTR-9C there are certain tables which state that
“turnover as declared in annual return” indicating thereby that FORM
GSTR-9C is dependent on FORM GSTR-9. This anomaly can be
addressed only on the basis of the finalized annual return initialled

by the registered person.

PART - A Reconciliation Statement

Part | Basic Details
PART - A Reconciliation Statement

Basic Details

Financial Year

GSTIN

2 Exemption from filing GSTR-9 & GSTR-9C vide N.No. 30/2019 - CT dated 28.06.2019.
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3A | Legal Name <Auto>

3B | Trade Name (if any) | <Auto>

4 | Are you liable to audit under any Act? <<Please specify>>

Instructions (given along with the form in the relevant notification)
1. Terms used:

GSTIN: Goods and Services Tax Identification Number

2. It is mandatory to file all your FORM GSTR-1, FORM GSTR-3B and
FORM GSTR-9 for the current financial year before filing
Reconciliation Statement in Form GSTR 9C. For the FY 2017-18, the
details for the period between July, 2017 to March, 2018 are to be
provided in this statement. The reconciliation statement is to be filed
for every GSTIN separately.

3. The reference to current financial year in this statement is the financial
year for which the reconciliation statement is being filed for.

Analysis
PART-I - SI. No. 1: Financial Year

This SI.No. requires disclosure of the “financial year’ to which the
Reconciliation Statement in Part-A relates to. The expression financial year
has not been defined under the GST laws. However, in terms of the General
Clauses Act “financial year” shall mean the year commencing on the 1st day
of April and closing on the 31st day of March.

It is important to understand the meaning of the expression “financial year” in
the first year of the GST regime because the GST laws came into operation
on the 1st day of July, 2017. For all intents and purposes, for the financial
year 2017-18, the GST Laws was applicable only for nine months
commencing from July, 2017 to March, 2018. So, in this SI. No. one had
mentioned “2017-18” (9 month commencing 1st July, 2017 and ending on 31st
March, 2018).

Part | - SI. No. 2: GSTIN

GSTIN means the “Goods and Services Tax Identification Number” of the
taxpayer or the registered person. Each taxpayer, on his successful
registration, would be assigned a State-wise PAN based 15-digit GSTIN.

The importance of verification of the GSTIN is paramount.
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Part | - SI. No. 3A and 3B: Legal Name and Trade Name

1.

The word “trade” is used in Sl. No. 3B of Part-A, may not be limited to
occupation or business. It could be a connotation. The word “trade”
ought to be understood in its ordinary sense, without any reference to
“business”. For instance, “Indigo” could be a trade name while the
legal name is “Inter Globe Aviation Limited”. Likewise, “Chancery
Pavilion” is a trade name and “Elixir Enterprises and Hotels (P) Ltd.” is
a legal name.

Therefore, as understood, trade name is used by trade and industry to
identify their businesses symbolizing their reputation. Caution must be
exercised in listing the trade name and legal name in SI. Nos. 3A and
3B.

It is possible that some registered persons may not have a trade
name. In such situations, Sl. No. 3B of Part-A would not be applicable.
Therefore, NOT APPLICABLE may be stated in Part-A which could be
verified from the <<auto populated>> data.

The legal name and trade name ought to be verified with the
certificate of registration issued by the tax department in FORM GST
REG-06. Similarly, if the registered person is a company registered
under the Companies Act, 2013, the legal name can be verified with
the certificate of incorporation and in case of partnership firm by the
certificate issued by the registrar of firms. In any other case, the
NAME mentioned in the PAN can be considered.

Notes to consider

()  Legal name in the documents under other statute does not
match the legal name on the registration certificate.

(i) Trade name is not disclosed on the registration certificate.

Any discrepancy in the “Trade Name” and “Legal Name” may
necessitate an amendment under the appropriate law. E.g., the name
of the company in the certificate of incorporation is “XYZ Advertising
Private Limited” whereas in the certificate of registration under GST it
could be “XYZ Advertising Limited” which would require an
amendment bearing in mind the correct name, which is the certificate
of incorporation in this case.
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Part | - SI. No. 4: Are you liable to audit under any Act?

It is possible that an entity could be subjected to audit under several statutes.
For instance, a proprietary concern could be subject to audit under the
Income-tax Act, 1961 and a private limited company could be subject to the
statutory audit under the Companies Act, 2013 as well as under the Income-
tax Act. Similarly, a society registered under the Societies Registration Act
may be subject to audit under that Act as well as under the Income-tax Act.
This fact must be specified in SI. No. 4.

Conclusion

Therefore, the distinction between a trade name and a legal name must be
clearly understood and borne out in SI. No. 3A and 3B of Part-A and should
not be used inter-changeably. The details sought at SI. No. 1, 2, 3A and 3B
are common for FORM GSTR-9, FORM GSTR-9A and FORM GSTR-9C and
hence, the write-up would equally apply to these S. No’s. trade name and
legal name.

Part Il: Reconciliation of turnover declared in audited
Annual Financial Statement with turnover declared in
Annual Return (FORM GSTR-9)

This part seeks to reconcile the gross turnover in terms of audited financial
statements with the turnover declared in the annual return. Importantly, in
this table in Part Il, all the streams of the income need to be duly reconciled
(reflected appropriately) in each of the Sl. Nos. Registered person is
required to exercise due care while carrying out this reconciliation exercise.

Table No. 5A: Turnover (including exports) as per audited
financial statements for the State/ UT (For multi-GSTIN units
under same PAN the turnover shall be derived from the audited
Annual Financial Statement)

Pt. Il Reconciliation of turnover declared in audited Annual
Financial Statement with turnover declared in Annual
Return (FORM GSTR-9)
5 Reconciliation of Gross Turnover
A Turnover (including exports) as per audited

financial statements for the State/ UT (For
multi-GSTIN units under same PAN the
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turnover shall be derived from the audited
Annual Financial Statement).

Table No. | Instructions

5A The turnover as per the audited Annual Financial Statement
shall be declared here. There may be cases where multiple
GSTINs (State-wise) registrations exist on the same PAN.
This is common for persons/ entities with presence over
multiple States. Such persons/ entities will have to internally
derive their GSTIN wise turnover and declare the same here.
This shall include export turnover (if any). It may be noted
that reference to audited Annual Financial Statement includes
reference to books of accounts in case of persons/ entities
having presence over multiple States.

Introduction

Table No. 5A is intended to report the turnover as per the audited Annual
Financial Statement for a GSTIN. There may be cases where multiple
GSTINs (State-wise) registrations exist for the same PAN. This is common
for persons/ entities with presence over multiple States or in respect of
multiple registration in a single State/ UT. The Government vide instructions
has indicated that such persons/ entities would have to internally derive their
GSTIN wise turnover and declare in this Table.

Analysis

Turnover to be declared under this Table must flow from the ‘audited
financial statements'. In case of a registered taxpayer having single GSTIN,
statement of profit and loss account (or income and expenditure account)
read together with the corresponding notes and the Balance Sheet would
form the primary basis for this Table. In cases where a registered taxpayer
has multiple registrations, information must flow from trial balance of the
respective GSTIN.

While considering the turnover from the audited financial statements,
registered person is also required to include indirect income in the form of
dividend, interest, forex fluctuation, profit on sale of assets, etc. if such
income is attributable (based on underlying documents and contracts to
relate to the said registered person).
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Note: Any amount of purchase return should not be considered for the
purpose of arriving at the turnover under Table No. 5A. Such adjustment has
been dealt with under appropriate Table No.12 of FORM GSTR-9C.

This Table requires the registered person to declare ‘turnover for the State/
UT’ (to be understood as ‘turnover in State/ UT' as defined under section
2(112) of the Act) as per audited financial statements. Further, term ‘audited
financial statements’ has not been defined in the Act.

The turnover in State/ UT to be disclosed includes all (whether taxable, zero
rated or not) supplies effected by the registered person from the State/ UT
(GSTIN wise). Some experts are of the view that the turnover of the foreign
branch/ office of the registered person, which controls those operations and
maintains oversight, must be declared under this Table although the same
will be excluded while computing taxable turnover of the registered person. In
cases of multiple GSTINs, such turnover (of overseas branch/ office) may
need to be reported in the GSTIN which controls the foreign office. This
would suitably be reflected and reconciled with the gross turnover of the
entity.

Since the information has to be in the context of each registrant, the
registered person must carve out a trial balance for every State/ UT (viz.
every registration) from the consolidated trial balance of the entity for which
the financial statements are prepared and audited. If this is not possible, then
the registered person must derive the transactions of every registration from
the single trial balance for the entity which was the subject matter of audit.

Where the registered person has multiple registration across India then he
needs be very careful while disclosing the turnover GSTIN wise. He should
check consolidated turnover as per the financial statement and the turnover
declared in FORM GSTR -9 GSTIN wise.

Turnover in State/ UT includes export of goods, services or both effected
from that State/ UT. Care must be taken not to include the inward supplies
received by the registered person on which tax has been paid under reverse
charge (RCM). Like the tax paid under RCM cannot become output tax,
inward supplies on which tax is paid under RCM cannot become outward
supplies viz. turnover.

Checks and balances to validate correctness and completeness

To ensure completeness and correctness of the details of turnover to be
declared under this Table, the following checks could be used:
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Turnover in State/ UT (in case of single registration) must reconcile to
the turnover disclosed in the audited financial statements;

Turnover in State/ UT (in case of multiple registration) must reconcile
to the turnover as recorded in the books of accounts of each
registration;

Master reconciliation to ensure that the details of turnover declared for
different registrations (in case of multiple registrations either due to
presence in multiple States/ UTs’ or due to unit(s) in SEZ) with the
total turnover of the entity.

Precautions

While declaring the turnover details, the following precautions could be
adopted:

(1)

Understanding how the accounts have been derived by the registered
person and ensuring their correctness. In situations where, multiple
registrations are obtained in the State/ UT due to different business
verticals or unit(s) in SEZ, the accounts must be specifically examined
as there could be errors/ mistakes/ accounting mis-matches (E.g.
turnover of one registrant could be accounted as turnover of another
registrant). Though the financial statements would not have any impact
for the entity as they are mutually setting off each other, these
mistakes must be rectified as they would affect the reported turnover
of the respective registered person.

The registered person has to ensure that the inter-unit/ branch
accounts are reconciled at the end of the year for verifying their
correctness and completeness. He also has to ensure that wherever
revenue is transferred from branch accounts to the head office
accounts or vice-versa, while computing the turnover of the head
office, the same shall not be reckoned twice.

Care must also be taken with respect to the inter-branch supply of
services. It appears that the registered person issues Tax Invoice
under cross — charge whereas there is a requirement for obtaining the
ISD registration and apportioning the ITC among the branches.

However, in case only one trial balance is maintained for the entity,
even though it has multiple GSTINs, the registered person has to
ensure that the data of turnover is extracted GSTIN-wise and at the
consolidated level it matches with the audited financial statements.
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()

Ensure to communicate to the person responsible for furnishing the
reconciliation statement for other State/UT’s of the registered person
to work out a thorough reconciliation of turnover to be declared.

List of documents

The following list of documents is required for the purpose of declaring the
details of turnover under this Table:

(%)

Audited financial statements for the FY to derive the total turnover of
the registered person;

Registration-wise trial balance to facilitate furnishing the FORM GSTR-
9C for each registrant;

Communication with person responsible for other State’s /UT's for
furnishing reconciliation statement, to obtain details of the turnover
declared by them to ensure completeness and holistic reconciliation of
turnover of the registered person;

FORM GSTR-9 along with supporting FORM GSTR-3B and FORM
GSTR-1 returns filed by the registered person to ensure that the
turnover declared in the returns match the turnover captured in the
audited financial statements;

Income Tax Returns to ensure that the turnover details are reconciled
with the turnover as per GST.

Table No. 5B. Unbilled revenue at the beginning of Financial Year

oB

Unbilled revenue at the beginning off ()
Financial Year

Table | Instructions
No.

5B Unbilled revenue which was recorded in the books of accounts

on the basis of accrual system of accounting in the last financial
year and was carried forward to the current financial year shall
be declared here. In other words, when GST is payable during
the financial year on such revenue (which was recognized
earlier), the value of such revenue shall be declared here.

For FY 2017-18, 2018-19, 2019-20, 2020-21, 2021-22 and
2022-23, the registered person shall have an option not to fill
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this table. If there are any adjustments required to be reported,
then the same may be reported in Table 50.

(For example, if Rs. 10 Crore of unbilled revenue existed for the
financial year 2016-17, and during the current financial year,
GST was paid on rupees Four Crores of such revenue, then
value of rupees Four Crores shall be declared here).

Introduction

To comprehend the scope of this Table, there is need to understand the
concept of ‘Unbilled revenue’. In simple terms, unbilled revenue is the
revenue recognized in the books of accounts before the issue of an invoice
at the end of a particular period. AS-9 “Revenue Recognition” / IND-AS-115
“Revenue from Contracts with Customers” provides for recognition of
revenue on full completion/ partial completion of the services though the due
date for issuing invoice as per the contract would be on a later date. It is
advisable to refer to AS-9 and IND-AS-115 for a better understanding of the
concept.

Table 5B requires the addition of unbilled revenue at the beginning of a
financial year. Unbilled revenue which was recorded in the books of accounts
on the basis of accrual system of accounting in the earlier financial year for
which the invoice is issued under the GST law is required to be declared
here. In other words, when GST is payable during the financial year on such
revenue (which was recognized as income in the earlier year), the value of
such revenue is to be declared here.

Analysis

For information of unbilled revenue at the beginning of a financial year,
reference may be made to previous year’s audited financial statements.

In case of entities with multiple registration, a separate statement is to be
obtained for each GSTIN reconciling the total with the amount disclosed in
the financials.

Validation of information

Under the GST, the liability to pay tax arises upon supply of services as per
section 9 of the CGST Act at the time specified under section 13 of the Act.
As per this section, the time of supply of services shall generally be:
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(@)  The date of issue of invoice by the supplier, if the invoice is issued
within the legally prescribed period under section 31 of the CGST Act
or the date of receipt of payment, whichever is earlier.

(b)  The date of provision of service, if the invoice is not issued within the
legally prescribed period under section 31 of the CGST Act or the date
of receipt of payment, whichever is earlier.

(c)  The date on which the recipient shows the receipt of service in his
books of account, in case the aforesaid two provisions do not apply.

As per section 31, an invoice for supply of services needs to be issued
before or after the provision of service but not later than thirty days from the
date of provision of service. From the above it is clear that, if the supplier
does not receive money in advance, he gets 30 days’ time from the date of
provision of service to raise invoice and collect tax on the same. Therefore,
there would be a timing difference in the recognition of revenue in the books
of accounts and the GST provisions. Because of this, Table No. 5B is
necessary to reconcile the revenue between the books and the GST returns.

lllustration

For FY 2022-23: value will be reported in Table 5B only for the transactions
for which invoice is raised during April 2022 to March 2023. Fixed landline
charges for the month of March, would be recognized as unbilled revenue to
the extent of billing cycle in the subsequent month/ quarter.

1. Rental contract for which billing is done on 20t of every month,
unbilled revenue would be recognized in the books of accounts as on
31stMarch to the extent of 11 days of services provided in March.

2. Maintenance contract for which billing is done on 5t of the subsequent
month, unbilled revenue would be recognized in the books of accounts
as on 31st March.

3. The cost incurred as on 31st March towards construction services for
which billing would be done on reaching the milestone in September of
the next financial year.

4. In the case of cost-plus companies, if any cost is excluded from billing
cycle during the financial year and is identified at the time of audit, it
would be booked as unbilled revenue in the books of accounts and
invoice would be raised in the month in which it is identified i.e.,
September or October.
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Notes to consider/ control checks

The following are the control checks that a person should perform for
validation of the amounts reported under this head:

. Must be vouched/ checked with notes to accounts in the Balance
Sheet (PY and CY);

o Notes to FORM GSTR-9C may be drafted for this Table as to the
manner of its quantification from the books and records and correlated
with returns filed in FORM GSTR-3B;

° Adequate attention of the reader must be drawn to “Notes on
Accounts” and “Significant Accounting Policies” in cases of entities
that need to adhere to statutory audit provisions under the allied laws.

Table No. 5C: Unadjusted advances at the end of the financial
year

5C Unadjusted advances at the end of the| (+)
financial year

Table No. | Instructions

5C Value of all advances for which GST has been paid but the
same has not been recognized as revenue in the audited
annual financial statement shall be declared here.

For FY 2017-18, 2018-19,2019-20, 2020-21 and 2021-22, the
registered person shall have an option not to fill this table. If
there are any adjustments required to be reported then the
same may be reported in Table 50.

Unadjusted Advances - Table 5C and 5I

Table 5C: Unadjusted advances at the end of the financial year

Table 5I: Unadjusted advances at the beginning of the Financial Year (-)
Introduction

The scope of Part Il Table 5C and Table 5l is to make adjustments of
unadjusted advances to audited financials for arriving at FORM GSTR-9
turnover.
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Analysis

It is a business practice to collect advances from customers before effecting
supplies. When an advance is received, since the goods and/ or services
would not have been delivered/ rendered, the revenue is not yet earned,
whereby this advance would be recorded as a liability (either as a current
liability or long-term liability) in the balance sheet as at the end of the
financial year.

For Supply of Goods

Section 12(2): The time of supply of goods shall be the earlier of the
following dates, namely: —

(@) the date of issue of invoice by the supplier or the last date on which he
is required, under section 31, to issue the invoice with respect to the

supply; or

(b)  the date on which the supplier receives the payment with respect to
the supply.

The Government issued N.No. 40/2017-CT dated 13.10.2017 in terms of
section 148 of the CGST Act to permit registered persons having aggregate
turnover less than Rs. 1.5 Crores from paying tax on such advances. This
facility was extended to all registered persons without threshold limit vide
N.No. 66/ 2017-CT dated 15.11.2017 but only in the case of the supply of
goods.

In terms of the above notifications, registered person needs to examine
whether tax on advances has been paid till 15" November 2017. However,
this is applicable only for the FY 2017-18 as w.e.f. 15.11.2017, there is no
tax on advances received for the supply of goods.

For Supply of services

Section 13(2): The time of supply of services shall be the earliest of the
following dates, namely: —

(@) the date of issue of invoice by the supplier, if the invoice is issued
within the period prescribed under section 31 or the date of receipt of
payment, whichever is earlier; or

(b)  the date of provision of service, if the invoice is not issued within the
period prescribed under section 31 or the date of receipt of payment,
whichever is earlier; or
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(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
clause (b) do not apply:

Explanation—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 the payment, as the case may be;

° “‘the date of receipt of payment” shall be the date on which the
payment is entered in the books of account of the supplier or the date
on which the payment is credited to his bank account, whichever is
earlier.

Therefore, any advances received from customers before the date of supply
of service, on receipt of advance, GST have to be discharged.

Reporting as per GST Law
(@)  Calculate tax on the advance received:

One has calculated tax on advance and paid tax while filing the return for
that month. The advance received (if exclusive of tax) would be considered
as cum-tax. Two important points to note:

As per Proviso to rule 50 of the CGST Rules:

(@)  Whenever the rate of tax cannot be determined during receipt of
advance, GST @ 18% has to be charged.

(b)  Whenever the nature of supply cannot be ascertained, the advance is
considered as inter-State supply and IGST has to be paid.

For Example:

Mr. A owner of property entered into a contract on 01.04.2022 allowing M/s.
BCD to use the same for commercial purposes with the condition that the
rent for 15 months (amounting to Rs. 15,00,000 + GST) will be paid in
advance. Further, the contract will be renewed on the mutual agreement at
the end of the 15" month with a 10% increment of rent for 15 months to be
paid in advance (amounting to Rs. 16,50,000 + GST).
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Reporting in FORM GSTR-1

Rate Gross Advance | Place of Amount
Received/adjusted|  supply [ Tntegrated] Central| State/UT] Cess
1 2 3 4 5 6 7
—trrformmrtronfor-tirecrrrent-treperiod
11A. Advance amount received in the tax period for which invoice has not been issued (tax

amount to be added to output tax liability)

11A (1). Intra-State supplies(Rate Wisc)

1TA (2). Inter-State Supplies(Rate Wise)

11B. Advance amount received in earlier tax period and adjusted against the supplies being shown
in this tax period in Table Nos. 4, 5, 6 and 7

MLIR (1N Tt Qoo O Lioe (D22 33

| T T T ]

11B (2). Inter-State Supplies(Ratc Wisc)

From the accounting | FY 2022 - 23 FY 2023 - 24
perspective, advances received
would be considered income
received in advance and would
be carried as a liability in the
balance sheet. This becomes
revenue only after supply.
Accordingly, the closing balance
in the books for the FY 2022-23
and 2023-24 will be as follows:

Rent  Advances Received 3,00,000.00 6,60,000.00
(Current Liability) (3 X 1,00,000) (6 X 1,10,000)
Rent Income 12,00,000.00 12,90,000.00
(Profit & Loss Alc.) (12 X 1,00,000) | (3 X 1,00,000) + (9

X1,10,000)

Hence, there would be an adjustment in FORM GSTR-9C 'unadjusted
advances'.

(1) It must be acknowledged that the turnover of the financial year as per
the audited financial statement would not include advances received.

(2)  Whereas this amount would have been offered to tax and reflected in
annual return under the head Table 4F of FORM GSTR-9.

(3) Inorder to reconcile these two, since the advances are included in the
GST turnover, any unadjusted advances at the end of the financial
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year shall be added to the turnover of the respective financial year as
taken in Table No.5A to nullify the effect and to arrive at the turnover
of GST.

(4)  Further, in connection to unadjusted advances at the beginning of the
FY (Table No. 5l), it is advised to check whether the invoices have
been raised against the opening advance balances as on 31st March.
In the above example though, there is opening advance (i.e., Rs.
3,00,000) however, the tax invoice has been raised against such
advances and hence same will not be reported in FORM GSTR 9C.
Advances received would be for various purposes. Therefore, only
advances on which GST is liable should be considered for adjustment.

Include for adjustment

SI. | Particular’s Reason
No.
1. Advance received for services as | Revenue not recognized in
on 31st March, 2023 books, but offered to tax for
GST

Do not include for adjustment

Sl. | Particular’s Reason

No.

1. Advance received for exempted | GST is not applicable.
services as on 31st March 2022.

2. Advance received for goods after 15" | GST is not applicable.
November 2017.

3. Financial Advances received (loan). Not a GST transaction.

4. Deposits received. GST is not applicable.

As per instructions, the value of all advances for which GST has been paid
but has not been recognized as revenue in the audited annual financial
statement shall be declared here.

The following are the control checks that registered person should perform
for validation of the amounts reported under this head:

(1) For a clear demarcation of unadjusted balances i.e., Tables 11A-11B
of FORM GSTR-1 may be referred.

37



Technical Guide on GST Reconciliation Statement (Form GSTR - 9C)

(2)

(3)

(4)

Balance as per the books of accounts to be arrived as per the
methodology.

If the amount mentioned in SI. No. (1) above does not match with SI.
No. (2), the registered person should adopt advances received as per
books.

Generally, a Trial Balance is prepared of the entity and, thereafter, the
financials are segregated for the profit and loss account and the
balance sheet items GSTIN-wise.

Information reported in FORM GSTR-1 may not be required to be
adopted at face value, whereas registered person has to cross-check
the data which is available in the Balance Sheet

Source of information

(a)

All information reported here must flow from FORM GSTR-1. As such,
the working notes for the preparation of FORM GSTR-9 would involve
summation of data from FORM GSTR-1 filed as well as any advances
which were not reflected in returns filed during the financial year.

Books of Accounts
() Audited financial statements.
(i)  Break up of short-term and long-term current liabilities.

(i)  Breakup of credit balance of sundry Debtors (In case advance is
reported in Sundry Debtor’'s A/c)

(iv)  Groupings which include income received as advances or
advances from customers.

(v)  Documents underlying sourcing the nature of receipts as to
Goods and/ or services.

(vi)  Advances register as prescribed under rule 56(3) of the CGST
Rules. Where every registered person is required to maintain a
separate account of advances received, paid and adjustments
made thereto.

GST Returns

()  The sum of Table 11A of FORM GSTR-1. Advance amount
received in the tax period for which invoice has not been issued
(tax amount to be added to output tax liability).
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(i)  The sum of Table 11B of FORM GSTR-1. Advance amount
received in an earlier tax period and adjusted against the
supplies shown in this tax period in Tables 4, 5, 6 and 7 of the
said FORM.

(i)  Net advances received but not adjusted for supply (i)-(ii).
Validation

(@)  The value of all advances for which GST has been paid but the same
has not been recognized as revenue in the audited annual financial
statement shall be declared here.

(b)  Even if not considered in the returns FORM GSTR-1 and FORM
GSTR-9, the same shall be added as turnover here.

Sample transactions in the year of receipt of advance (figures are only
for illustrative purpose only)

On receipt of advance

Bank Account Alc Dr. 5,00,000 Balance Sheet Current
Asset

To Party Alc Cr. (or) 5,00,000 | Balance Sheet Current

To  Advance  from Liability

Customer

On filing of FORM GSTR-1 Table-11A

GST on Advance A/c Dr. 76,271 Balance Sheet Current
Asset

To GST Liability A/c Cr. 76,271 | Balance Sheet Current
Liability

Sample transactions in the year of adjustment of said advance

On provision of services (actual billing)

Party Alc Dr. 11,80,000 Balance Sheet Current
Asset

To Revenue Alc Cr. 10,00,000 | Profit and Loss

To IGST Liability Alc 1,80,000 | Account Income

Cr. Balance Sheet Current
Liability
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On filing of FORM GSTR-1 Table-11B — Reversal of liability

IGST Liability A/c Dr. 76,271 Balance Sheet Current
Liability

GST on Advance A/c Cr. 76,271 | Balance Sheet Current
Asset

These reversal entries prevalent throughout the year, are reversed usually at
the end of every month. Thus, the only entry which is to be given effect for
reconciliation between audited financials and annual returns is the
unadjusted entries that are lying at the end of the financial year.

Turnover of the State/ UT as per Table-5A XXXXX

Add: 5C Unadjusted advances at the end of the Financial Year 4,23,729

5P Annual turnover after adjustments as above XXXXX
Notes to consider
Some of the common errors might be:

(@) Considering the total advances irrespective of the fact that it is for
exempted supply;

(b)  Considering the total advances irrespective of the fact that it is for
supply of goods.

Additional notes to consider

(@)  Amendments made in Table 11 of FORM GSTR-1 in the subsequent
financial years.

(b)  Advances received from customer could be credited to sundry debtors
account or separately under current liabilities.

(c)  Advances where GST is not payable need to be identified and
excluded (as illustrated (supra), advance for goods, advances for
exempted services).
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(d)  Advances which are in the nature of financial transactions (loan) are to
be ignored.

Conclusion

Reporting of un-adjusted advances is an important aspect. The registered
person have to examine the trial balance and financial statements in order to
ascertain such advances.

Sl. No. 5D. Deemed Supply under Schedule |

5D Deemed Supply under Schedule | (+)

Table No. | Instructions

5D Aggregate value of deemed supplies under Schedule | of the
CGST Act shall be declared here. Any deemed supply which
is already part of the turnover in the audited annual financial
statement is not required to be included here.

For FY 2017-18, 2018-19, 2019-20, 2020-21 and 2021-22,
the registered person shall have an option not to fill this table.
If there are any adjustments required to be reported then the
same may be reported in Table 50.

Introduction

Table 5D seeks to cover the aggregate value of four classes of deemed
supplies transactions specified under Schedule | of the CGST Act. Any
deemed supply which is already reported as part of the turnover in the
audited annual financial statements is not required to be included in this
Table. But care is to be taken to identify from the nature of operations and
the number of registrations obtained by the legal entity whether any of the
four classes of deemed supplies would be attracted. And if so, the same is to
be reported here.

Analysis

As the requirement of this SI. No. is to report the transactions which were not
reported in the financial statements, though the same are reported in the
returns filed since they are treated as deemed supplies under the GST laws,
there is no direct source which will indicate the value of deemed supplies
under any part of the returns or statements filed. Details regarding this have
to be extracted from the books/ records.
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E-Way bills raised would be a good guiding factor to identify such instances
in respect of goods. For instance, transactions relating to stock transfer of
goods may be extracted from delivery challans or on an analysis of e-way
bills, whereas transactions of service transfers will be based on an
understanding of the nature business.

Since this information may not be readily available from books, it might be
relevant to design the verification program to include possible deemed supply
transactions to ensure the proper reporting of this aspect.

The registered person should look beyond the books of accounts and look for
alternative evidence and information for reporting in SI. No. 5D.

1.

Permanent transfer or disposal of business assets where input
tax credit has been availed on such assets

The Permanent transfer or disposal of business assets, for which input
tax credit has been availed, is considered as supply, even if made
without any consideration. The term ‘business assets’ has not been
defined under the CGST Acts or Rules made thereunder. The
application of the rule of literal construction comes into play in such
instances. According to this rule, if the literal meaning of the language
used is clear and unambiguous, and there is no indication that the
words are employed in a specialized sense different from their ordinary
grammatical meaning, interpretation should adhere to this literal
construction. The term 'business assets' encompasses a broad
spectrum, including all assets associated with the business, such as
capital goods, finished goods, raw materials, tools, or equipment.
Among the 8 forms of supply, only 'transfer' or 'disposal' fall within the
scope of supply under this category.

Some of the examples would be disposal of business assets to NGO
without  consideration, physician sample distributed by a
pharmaceutical company to a physician for free, assets taken by
proprietor on completion of their useful life etc. In each such cases, it
has to be carefully examined whether input tax credits have been
availed and if they have been, then such transactions would attract the
levy of GST. Where such assets have been procured under the old law
and have been discarded, destroyed, transferred or disposed of in the
GST regime, then the transaction would be deemed to be one of
supply and attract levy.
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Data for such transactions can be ascertained from inventory records,
fixed assets schedule as well as expenses in the marketing/ sales
promotion ledgers. In relation to Fixed Assets, all the discarded/ sale
of assets would find mention in the disposal of assets column in the
Fixed Assets Register/ Schedule and this would be a good indicator to
ascertain, if tax has been calculated on such disposals.

The Central Board of Indirect Taxes and Customs “CBIC” has also
clarified vide Circular No. 92/11/2019-GST dated 07.03.2019 that
“goods or services or both which are supplied free of cost (without any
consideration) shall not be treated as 'supply' under GST (except in
case of activities mentioned in Schedule | of the said Act).

Supply of goods or services or both between related persons or
between distinct persons as specified in section 25, when made
in the course or furtherance of business

Gifts not exceeding fifty thousand rupees in value in a financial year by
an employer to an employee shall not be treated as supply of goods or
services or both.

Registered person must also remember to determine whether such a
gift is a unilateral act of the employer to an employee. It should not be
relatable to the terms of employment or supply. For example, a
software engineer who has achieved a particular milestone, may be
gifted a car (which is not relatable to the terms of employment). Such a
transaction would be one of deemed supply and will attract the levy of
GST.

Intra-company transactions

Intra-company transactions such as stock transfer, which are taxed in
the GST regime in case of inter-State supplies or between different
business locations within the same State where separate registration
has been obtained under the GST law, are not taxable supplies of the
company. But this SI. No. in Schedule | deem such transactions as
those which attract payment of taxes. The effect of these transactions
gets nullified at the consolidated financial statement level and,
therefore, identifying and reporting of such transactions for
reconciliation purpose would require special attention. Valuation for
stock transfers would not be an issue so long as the tax paid by the
supplier on such stock transfers qualify as input tax credit in the hands
of the receiving branch. However, if the tax paid on such stock
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transfers do not qualify as input tax credit, valuation in terms section
15 of the CGST Act read with rule 27 to 35 of the CGST Rules would

have to be factored.

3. Supply of goods-

(a) by a principal to his agent where the agent undertakes to supply

such goods on behalf of the principal; or

(b) by an agent to his principal where the agent undertakes to

receive such goods on behalf of the principal.

In case of consignment or agency transactions, the reporting in terms
of this Table is to be reflected as outward supplies in the hands of the
principal and as inward supplies in the hands of the consignee and not

just commission earned by the agent.

An agent of the principal is one who carries on the business of supply
or receipt of goods or services or both on behalf of the principal. The
agent functions as an extended arm of the principal and, therefore,
supplies (inward and outward) effected by an agent on behalf of the

principal would be treated as supplies effected by the principal.

The principal shall recognise the transfer of goods to an agent as a
supply, at the time of effecting such transfers. The agent who supplies
such goods on behalf of the principal would have to issue the invoice

to the third-party recipient in the name of the principal.

The reporting of the supply value to the customer would have to be
reflected by the agent in his GSTIN. Although this is a commission
transaction in books of account, it is required to be treated as trading
transaction for GST purposes. Please note that rate of tax indirectly
applicable to the commission (involved in the price differential earned
by agent) will be taxed at the rate applicable to the underlying goods

and not at the rate applicable to commission service.

The value of commission would have to be separately mentioned by

the agent through a separate invoice.

4, Import of services by a taxable person from a related person or
from any of his other establishments outside India, in the course

or furtherance of business

Import of services may not get recorded in the books of accounts on
accrual basis since such transactions are with related persons. But
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such an inference could be drawn on a perusal of the past
transactions, wherein such expenses have been incurred on a regular
basis.

lllustration

. Transfer of machinery from Agra branch to Bengaluru branch without
consideration for indefinite usage in production activity is a supply
although there is no consideration involved.

. An architect located in New Jersey, USA may provide services to say
his brother who is a builder in India and is a taxable person.

. Foreign branch supplying manpower to the head office located at
Hyderabad.

o Cloud servers and data storage facilities are commonly shared by a
group of entities. Each region is allocated its share of cost. In such
instances, it is possible that due to differences in the financial year
closure in various other branches, the relevant cost of the Indian entity
may not be recorded. It needs to be ensured that by the year end,
these costs are also reckoned the GST has been paid and the relevant
input tax credit claimed.

In the above illustrations, even though no consideration is involved, it would
still be treated as supply of services without consideration and attract taxes.

Notes to consider

()  Improper or incorrect valuation of the supplies made without
consideration;

(i) Not recognizing deemed supply of services between distinct persons;
(i) Not recognizing transfer of capital goods to distinct persons.

SI. No.5E. Credit notes issued after the end of the financial year
but reflected in the annual return.

5E | Credit Notes issued after the end of the (=)
financial year but reflected in the annual
return
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Table No. | Instructions

SE Aggregate value of credit notes which were issued after 31¢
of March for any supply accounted in the current financial
year but such credit notes were reflected in the annual return
(FORM GSTR-9) shall be declared here.

For FY 2017-18, 2018-19, 2019-20, 2020-21 and 2021-22,
the registered person shall have an option not to fill this
Table. If there are any adjustments required to be reported
then the same may be reported in Table 50.

Introduction

This Table mandates reporting of the aggregate value of credit notes which
were issued and accounted in the next financial year in respect of any supply
(original supply) accounted in the current financial year; however, the credit
note is netted off in the annual return of the current financial year. But it is
uncommon, although not impossible, for credit notes dated on or after 1st
April, 2023 to be given effect in the annual return of the FY 2022-23. This SlI.
No. applies only in such rare cases. For the most part, this SI. No. may be
nil’.

Analysis

»  Step 1: Prepare a list of credit notes dated on or after 1st April of the
subsequent financial year.

»  Step 2: Prepare another list of credit note adjusted in Tables 9A, 9B
and 9C of FORM GSTR-1 *for’ the financial year whether filed on-time
or belatedly.

»  Step 3: Validate that these credit notes have not been ‘given effect to’
in the turnover derived in SA.

The turnover derived from the audited annual financial statements does not
contain the ‘effect’ of these credit notes, but FORM GSTR-9 already contains
its ‘effect’. In reconciling turnover in financial statements and FORM GSTR-9,
it is important to ‘reduce’ the turnover in the financial statements (at 5A) to
enable it to reconcile with turnover in FORM GSTR-9.

Additional notes to consider

o Information collated for Table 5E of FORM GSTR-9C should be
thoroughly examined with necessary supporting documents furnished
to trace back the transaction in the previous financial year.
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