Clarification on Availability of ITC in Case of Ex-Works
Contract u/s16(2)(b) of CGST Act, 2017
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The Government of India issued Circular No. 241/35/2024-GST on December
31, 2024, to clarify availability of input tax credit u/s 16(2)(b) of the CGST Act,
2017 in respect of goods which have been delivered by the supplier at his place
of business under Ex-Works Contract.

What is an Ex-works contract (EXW)?

EXW is a contract where the seller obligation is limited to making the goods
available at the designated premises (mainly the factory gate of the seller) and
buyer assumes the primary responsibility for all subsequent logistics and
associated costs. The invoice is issued by the former at the time the goods are
handed over to the transporter/recipient at the gate of factory premises.

Now, the question here arises that whether the recipient is eligible to avail the
input tax credit (ITC) at the time invoice is issued or when the goods are made

physically available to the recipient.

Relevant legal prepositions and clarification: -

Sec 16(2)(b) starting with a non-obstante clause state that one of the conditions
for availing the ITC is that the good must be received by the recipient subject to
certain explanations.

Explanation provides the condition of “received” is satisfied when:

a) the goods are delivered to a recipient or to any other person on the
direction of such registered person

b) such direction may be given before or during movement of goods;

c) Delivery may be either by way of transfer of documents of title to goods
or otherwise.
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Thus, in case of EXW, the property/ownership is transferred at the time goods
are available at the designated premises and hence the essential condition of
“received” is satisfied.

Therefore, the CBIC vide this circular clarifies that ITC is available at the time
goods are made available at the designated premises subject to other
conditions of availability of ITC.

DISCLAIMER:

The information contained herein is in summary form and is prepared based on the provisions
of GST and allied laws and related Rules, Circulars, Notifications therein. For details, please
refer the relevant provisions. While the information is believed to be accurate to the best of
our knowledge, we do not make any representations or warranties, express or implied, as to
the accuracy or completeness of this information. Reader should conduct and rely upon their
own examination and analysis and are advised to seek their own professional advice. We
accept no responsibility for any errors it may contain, whether caused by negligence or
otherwise or for any loss, howsoever caused or sustained, by the person who relies upon it.
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