Date: ………………….
To,
……………………………..
…………………………………
Sub— Reply to letter or SCN bearing no. ……………… dated …………alleging that the tax payer has claimed ineligible ITC
Brief facts—
M/s ………………….., having GST Registration No. ……………………., is engaged in the business of works contract service and provides service such as ………………..
We are in receipt of the captioned letter dated ……… wherein your good self has observed that the taxpayer has availed input tax credit of Rs. ……….. under Section 16 of CGST Act and out of which Rs. …….. is not eligible due to the reason of “Blocked credit under Section 17(5) of CGST Act.
Therefore, your good self has sought the taxpayer to reverse/ pay the ineligible input tax credit availed along with interest and inform your good office.
Our Submission—
We humbly submit that the impugned letter has been issued based on incorrect understanding of the facts and incorrect application of the provision under law.
Therefore, the proceedings under the said letter deserves to be dropped as the same is inconsistent with law and on facts.
The taxpayer is providing work contract service and the issue is to be clarified whether they are restricted to claim input Tax Credit in terms of clause (c) or (d) of sub-section 5 of Section 17 of CGST ACT 2017
Section 17 (5) (c) of CGST Act 2017: Input Tax credit shall not be available in respect of the following namely:
“works contract services when supplied for construction of an immovable property (other than Plant and Machinery) except where it is an input service for further supply of works contract services”.
ITC for works contract can be availed by the applicant as he is in the same line of business and entitled to take ITC on the tax invoice raised by his supplies as his output is works contract services.
Now we examine whether the restriction of ITC is applicable as per Section 17 (5)(d).
section 17 (5)(d) reads as “Goods or Services or both received by a taxable person for construction of an immovable property (other than plant or machinery) on his own account including when such goods or services or both are used in the course or furtherance of business”.
Even as per the provision of Section 17(5) (d), taxpayer does not fall under this ineligible category.
You can also refer advance ruling pronounced by AAR ANDHRA PRADESH in matter of KSR & Company [2019] (AAR-AP)
We humbly request your good self to consider the above submissions and drop the proceeding under the said letter. We pray for a personal hearing on the matter and submit that the above grounds are without prejudice to one another.
Thanking You,
……………………………………..
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