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7.0

LEARNING OBJECTIVES

After studying this unit you will be able to know,
●
●
●
●
●
●
7.1

The benefits of registration
Prerequisites conditions for registration
Different types of registration
When does the liability to register arises under GST
Concept of Aggregate turnover for registration
Criteria for Exemption from Registration under GST
INTRODUCTION

Registration is an essential aspect of the tax system because it establishes the identity
of the taxpayer. A taxable person is identified as anyone who does business in India
and is either registered or required to be registered under the GST Act. Someone who
participates in economic activity, such as trade and commerce, is a taxable citizen.
In this sense, individuals, HUFs, businesses, corporations, LLPs, an AOP/ BOI, any
organisation or Government Company, a body corporate organised under the laws of
a foreign country, co-operative societies, municipal councils, estates, trusts, and
artificial juridical persons are all called persons.
Who is liable to tax under GST?
● Any business with a yearly turnover of more than Rs 20 lakhs is qualifying (Rs
10 lakhs for North Eastern and hill states).
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● Anyone who has previously registered under a different law (such as excise,
VAT, or service tax) must now register under GST.
● When a registered company is sold to someone else or merges, the transferee
is expected to register with the new company as of the transition date.
● Anyone in charge of the interstate transportation of goods
● A taxpayer who pays his or her taxes daily
● A taxpayer who is not a United States citizen
● Retail agents are those who work for a store.
● Those who are charged in the opposite direction.
● input services distributor
● E-commerce operator or aggregator
● Other than a registered taxable citizen, a person who provides online
information and database access or retrieval services to a person in India from
a location outside India.
7.2

ADVANTAGES OF REGISTRATION

● Recognition as a legal supplier: An individual may only be legally recognised
as a supplier of products or services, or both, after registering with the GST
authorities.
● Legal Authorization to collect tax: An individual may only legally collect taxes
from his clients after registering under the GST rule. Collecting tax without first
registering under the GST law is illegal.
● Legal authorization to pass credit to his buyer: After registering, a supplier
may reimburse his buyer or receipt for taxes paid on products or services rendered.
● Legal authorization to claim input tax credit: The registered supplier gets both
advantages on registration,
○ He can himself claim ITC
○ He can pass on ITC to his recipient also
● Seamless flow ITC at National Level: Both producers and recipients of products
and services may benefit from a continuous flow of input tax credits by registering
(who are all concerned with the supply chain). This chain of ITC passing will
continue until an unregistered individual joins the chain and disrupts the flow.
7.3

ESSENTIALS FOR REGISTRATION

1. Registration is PAN based: Section 25(6) & 25 (7) of CGST Act prescribes that
the registration shall be granted only to a taxpayer having a valid PAN (Permanent
Account Number) issued under the Income Tax Act 1961. Two exceptions to this
a. Non-Resident Taxable Person
b. For persons who are registered to deduct TDS under section 51.
2. State Wise or UT wise Registration:
● One registration per state: Registration should be taken state wise, there is
no centralized registration under GST.
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3.

4.

5.

6.

7.

8.

9.

● Separate registration for different business verticals within a state or UT:
A business vertical is a distinct component of an organisation that is engaged
in the procurement of individual products or services or a collection of similar
goods or services and is subject to risks and returns that are different from
those of the other business verticals.
More than one registration: Section 25 (4) states that if two units of the same
company each have their registration, they must be considered as separate entities.
The transaction between them is treated as if it took place between two separate
parties. Both units would be expected to comply with all regulations, such as filing
returns and keeping separate books of accounts.
GST Identification Number (GSTIN): The supplier is given a 15-digit GST
identification number during GST registration, and the applicant is given a
certificate of registration that contains this GSTIN on the GSTN common portal.
Characters of GSTIN
● First 2 Characters - The State / UT Code
● Next 10 Characters - PAN or Tax deduction / Collection Number
● Next 23 Characters - Entity Code
● Last 1 - One Checksum Character
The effective date of registration: The effective date of registration shall be the
date on which the person becomes liable for registration if the application for
registration is submitted within thirty days of the date on which the person
becomes liable for registration. The effective date of registration is the date of
grant for registration if the application for registration is submitted after thirty days
from the date the individual becomes liable to registration.
Validity of Registration: There is no time limit for registering for GST. As a
result, a GST registration will remain in effect until it is revoked, surrendered, or
suspended. Only GST registration for non-resident taxable persons and casual
taxable persons has a validity period set by the authorities when the certificate is
issued.
Unique Identity Number: Any specialised agency of the United Nations
Organization, as well as any multilateral financial institution or organisation as
specified by the United Nations Act 1947, foreign consulates or embassies, and
any other individual notified by the commissioner, must obtain a UIN from the
GSTN portal.
Suo moto registration by the proper registration: When a proper officer
discovers that a person liable to registration under the CGST Act has failed to
apply for such registration as a result of any survey, enquiry, inspection, search,
or other proceedings under the Act, the officer may register the said person
temporarily and issue an order in the prescribed form. Such a person can either
● Submit an application for registration in the prescribed form within 90 days
from the date of grant of temporary registration or
● File an appeal against such temporary registration
Supply of Territorial Water: - state has its border, which is determined by the
amount of land it occupies. According to an international agreement, territorial
water up to 12 nautical miles from a country's baseline is considered that country's
3

territorial water. Section 2(56) of the GST description of India specifies that it also
includes areas protected by territorial water. However, Maharashtra, Goa,
Karnataka, and Kerala have the baseline.
10. Registration is tax specific: GST registration is not tax-specific, which means
that a single registration is required for all taxes, including CGST, SGST, UTGST,
and cases.
11. Deemed Registration: If an application for registration has not been denied under
the CGST Act, registration or UIN granted under any SGST Act / UTGST Act is
considered to be registration or UIN granted under the CGST Act. Rejection of an
application for registration / UIN under the SGST Act / UTGST Act is also
considered a rejection of an application for registration under the CGST Act.
7.4

PERSONS NOT LIABLE FOR GST REGISTRATION (Section 23)

(1) The following persons shall not be liable to registration, namely:
a) Any individual who is solely engaged in the business of providing products or
services, or both, that are not subject to tax or are entirely exempt from tax
under this Act or the Integrated Goods and Services Tax Act.;
b) An agriculturist, to the extent of supply of produce out of cultivation of land.
(2) The Government may determine the group of persons who may be exempted from
obtaining registration under this Act by notification, based on the Council's
recommendations.
A. The person making exempted supplies
B. Agriculturist- As per section 2(7), agriculturist means an individual or HUF
who undertakes cultivation of land:
● By own Labour, or
● By the Labour of family
● Hired Labour under personal control or the personal supervision
of any member of the family, or servants on wages payable in
cash or kind.
Thus, an agriculturist is not liable for registration only to the extent of supply of
produce out of cultivation of land
C. Persons notified to be exempted (Sec 23 (2))
D. Persons making Nontaxable / Non-GST supplies of Goods & Services
E. Activities that are neither Supply of Goods non Services
These include:
● Services by an employee
● Services by any court or tribunal
● Functions and duties of - MPs. MLAs, Members of Panchayats,
Municipalities and other local authorities.
● The person holding any constitutional post
● Personas a chairman or a member or a director in a body
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F. Total Tax is Reverse Charge
Persons that are only engaged in making supplies of taxable goods or services,
or both, the overall tax on which is liable to be paid on a reverse charge basis
by the purchaser of such goods or services, or both, are not required to register.
G. Casual Taxable Persons (CTP) making taxable supplies of handicraft
goods
H. Persons making inter-state taxable supplies of handicraft goods
I. Job Workers engaged in making the interstate supply of services to a
registered person
J. Persons making interstate supplies of taxable services whose aggregate
turnover does not exceed 20 /10 lacs :
Persons who render inter-state taxable service supplies and whose aggregate turnover
computed on an all-India basis does not exceed twenty lac rupees in a financial year
are excluded from GST registration. However, in the case of interstate suppliers of
taxable services from “The Special Category States” other than Jammu & Kashmir,
the cap of 20 lac will be reduced to 10 lac.
Exclusively engaged in Exempt Supplies - The word "unique" refers to investing in
only certain supplies that are excluded. As a result, if a supplier provides both exempt
and taxable products and/or services, this rule does not apply, and he is required to
register under section 22. Exempt supplies will be included in determining whether
aggregate turnover has surpassed the exemption threshold under section 22 for
attracting registration, even if the value of the supplies is minimal.
Issues with non-operational profits being included in the threshold cap- You've
probably read the recent AAR ruling that bank interest, interest on PPF deposits, and
personal loans and advances are all included in the net turnover for GST registration.
The applicant is seeking an advance ruling in respect of the following question
Whether interest earned in the form of a PPF, ON PERSONAL LOANS AND
ADVANCES TO FAMILY/FRIENDS and also on saving bank deposits will be taken
into account when calculating the Rs 20 lakh threshold cap for GST registration.
According to AAR, the amount of exempted interest income received by extending
deposits in PPF and Bank Savings accounts, as well as loans and advances provided to
his family/friends, must be added to the value of the taxable supply i.e. “Renting of
immovable property” to calculate the Rs.20.00 Lakh threshold limit for obtaining
registration under GST law.
● The applicant is not engaged in any business. His taxable Income includes –
Rent receipts Rs 9, 84,000 and Interest received on PPF, SAVING ACCOUNT,
Loan and advances given Rs 1,02,8000. Rent receipts below threshold limit …
● As he is only engaged in supplying services, the threshold exemption limit
applies to him of Rs 20 lacs. However, he is not engaged in any company, and
5

interest receipts are not a supply, so they are not subject to GST. Also, as per
Section 7 OF THE CGST ACT –Scope of Supply –Receipts must be in the
course of business, receipts must be in the course of business.
● How can interest earned by the claimant be considered income from a personal
investment for the threshold limit?
● Furthermore, the CGST AMENDMENT ACT 2018 clarified that the increased
exemption cap would not apply to interest on deposits, loans, or advances.
7.5

TYPES OF REGISTRATION

7.5.1 COMPULSORY REGISTRATION
Certain categories of persons are required to register under GST under section 24 of
the CGST Act 2017, even if their aggregate turnover is below the defined exemption
limit and they are excluded from GST registration under section 22(1) – Section 24(1)
of the CGST and SGST Acts.
Regardless of the aggregate turnover, the following groups of persons shall be required
to register under this Act, notwithstanding anything contained in sub-section (1) of
section 22.
1. Persons making any inter-State taxable supply:Regardless of turnover, anyone making an interstate taxable supply of products is
required to register under GST. And when making interstate supplies, you are exempt
from having to register for GST.
(a) A person making the inter-state supply of services is not required to register
under GST if his aggregate turnover is less than Rs 20/10 lakhs. Notification
No. 10/2017-IT dated 13-10-17)
(b) If the total amount of all their supplies on an all-India basis is less than Rs 20
lakhs/10 lakhs per annum, persons engaged in the supply of handicraft goods
making inter-state supplies are excluded from GST registration.
(c) Even if he allows inter-State supplies to the registered individual, a job working
with a turnover of less than 20/10 lakhs are excluded from registration.
Jewelers, goldsmiths' and silversmiths' wares and other articles made on a job
work basis are not eligible for this exemption – (Notice No. 7/2017-IT, dated
14 September 2017, as amended on 29 January 2019)
2. Casual taxable persons making taxable supply
A casual taxable individual is expected to obtain compulsory registration under section
24 of the CGST Act 2017, regardless of their aggregate turnover in the previous year.
Persons engaged in the supply of "Handicraft products" are excluded from the law. A
casual taxable person who makes taxable supplies of handicraft products is excluded
from obtaining registration if his or her total turnover, measured on an all-India basis,
does not exceed 20 lakhs rupees.
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A casual taxable person is defined as a person who, in the course or furtherance of
business, sometimes engages in transactions involving the supply of goods or services,
or both, in a State or a Union territory where he has no fixed place of business, whether
as principal, agent, or in some other capacity.
3. Persons who are required to pay tax under reverse charge
An individual who is required to pay tax under the reverse charge system must
complete compulsory registration to apply tax under the reverse charge system.
The key thing to remember is that Section 24 only overrides Section 22, so anybody
who is specifically in business under Section 23, i.e., anyone who is engaged
exclusively in the business of selling products or services that are not subject to tax or
are entirely exempt from tax, is not required to register.
To discharge his duty liability under reverse charge, a person engaged exclusively in
the manufacture of exempted products receiving GTA services will need to register
under the CGST Act. (Jalaram Feeds, In re [2019] (AAR – MAHARASHTRA)
In the case of mandatory RCM, the service recipient is required to pay tax, and all
requirements of the GST law extend to him as if he were the person responsible for
payment. As a result, the provisions of section 24 have been added to include
mandatory registration in such situations.
Electronic Commerce Operator
Section 52 allows an electronic commerce operator to collect tax at the point of sale.
[With effect from 1-2-2019, the terms ‘required to collect' were added by the CGST
(Amendment) Act, 2018.] As a result, only when an e-commerce operator is asked to
collect tax at source under section 52 of the CGST Act does he need to register. Persons
who supply goods or services, or both, through an electronic commerce operator
required to collect tax at source under section 52; [Under section 9(5) of the CGST
Act, the government may inform e-commerce operators who will be liable to pay the
entire GST]
Persons who are service providers and provide services through e-commerce operators,
on the other hand, are not required to register under GST if their annual turnover is less
than Rs 20 lakhs (Rs 10 lakhs in defined States) – 15-11-2017, Notice No. 65/2017CT. This relaxation does not apply to goods manufacturers.
4. Non-resident taxable persons making taxable supply
Non-residents who make some kind of taxable supply in the taxable territory are
required to register.
According to section 2(77) of the CGST Act 2017, a "non-resident taxable person" is
anyone who occasionally engages in transactions involving the supply of goods or
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services or both, whether as a principal, agent, or in some other capacity, but does not
have a permanent business or residence in India.
5.

Persons who are required to deduct tax under section 51, whether or not
separately registered under this Act
An individual who is required to deduct TDS from the authorities as notified by a
department or establishment of the Central Government or a State Government; or a
local authority; or Governmental agencies; or such persons or categories of persons as
the Government may notify is required to register under GST.
6.

Persons who make taxable supply of goods or services or both on behalf of
other taxable persons whether as an agent or otherwise
Any individual who works as an agent or otherwise makes taxable supplies is required
to register under GST under section 24 of the CGST Act 2017. This means that any
agent who makes taxable supplies must register under GST immediately. The term
"agent" is described in section 2(5) of the CGST Act 2017 as "any person, including a
factor, broker, commission agent, Croatia, del-credere agent, auctioneer, or any other
mercantile agent, by whatever name called," who carries on the business of supplying
or receiving goods or services on behalf of another."
7.

Input Service Distributor, whether or not separately registered under this
Act
Input service distributors must register for GST as a condition of doing business.
According to section 2(61) of the CGST Act 2017, an “Input Service Distributor” is
an office of a supplier of products or services or both that receives tax invoices issued
under section 31 for the reception of input services and issues a specified document to
transmit the credit of central tax, state tax, integrated tax, or Union territory tax paid
on the said services to a supplier of taxable services.
8.

Every person supplying online information and database access or retrieval
services from a place outside India to a person in India, other than a
registered person
According to the above clause, if a person provides online information and database
access or retrieval from outside India, that person must register for GST, regardless of
the previous year's turnover. If Netflix, for example, offers services outside of India, it
must register and pay taxes as required by law.
9.

On the Council's recommendations, the Government can inform other people or
groups of people.

7.5.2 Voluntary Registration
Self-registration by dealers to be included in the GST process is known as voluntary
registration. It applies to those that do not fall under the registration parameters and
are not eligible to register for GST. With effect from April 1, 2020, the upcoming GST
will require registrations to be stringent and compliant with the rules and regulations
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and has also announced that business units with a turnover less than 20 lakh (10 lakh
for NE states) and Rs. 40 lakhs for small and medium enterprises will avoid GST
registrations. This time, the laws and regulations are a little different because the
government is requesting voluntary registrations. This means that taxpayers with a
turnover of less than 20 lakh rupees can also apply for GST.
It is also stated in the provision that all of the rules and regulations imposed by the
GST rule-book will apply to all voluntary registrants in the same way that they would
to a regular taxpayer, and they will be required to strictly adhere to the requirements
imposed on all taxpayers.
The obvious rule that any taxpayer is aware of is that the registration threshold cap is
20 lakh and that if their company does not meet that threshold, they do not need
registrations. However, as experts speculate, voluntary registrations provide some
positive opportunities for such dealers. While a small spare parts business unit might
not be violating the cap, if he sells his products to a large dealer who is subject to GST
and maintains records accordingly, the registrations would be on the opportunistic side.
Because of this, the input tax credit and invoice matching principle have been swept,
requiring all dealers and business units to be registered under the GST to claim the tax
credit. It is now a necessity for different business units to deal with members of the
group who are GST-registered. In this case, the spare part dealer will be persuaded to
voluntarily register under the GST. This registration would also benefit the dealers he
works with.
Should you opt for Voluntary Registration?
You need to ask a few questions to yourself before making this decision● Who are your sellers?
● Who are your end-customers or buyers?
● How many resources do you have?
Now while answering these question you can find the following tips beneficial
● If the buyer and seller are both licenced, you should register yourself;
otherwise, the Income Tax Credit chain would be broken.
● If you are certain that your end-customers are unregistered, then registering
yourself would be counterproductive.
● If you want to expand your company, you can use a composition scheme. You
would benefit from lower taxes, fewer compliances to manage, and easy bank
loans.
SMEs have to do all the calculations and research before opting for voluntary
registration under GST.
Is a Voluntary Registration Permanent?
If an individual has issued voluntary registration for his business but does not conduct
business within six months of the date of registration, one of the following will cancel
the registration: –
9

● A proper authority/ officer OR
● On request of the concerned person himself OR
● On a request or application filed by the person’s legal heirs, in case of death of
such person
It should be noted that a person who has voluntarily registered would only be eligible
for revocation of registration if the one-year period from the date of registration has
passed.
Benefits of Voluntary Registration under GST
The compositions scheme has several flaws, and it is believed that these flaws can be
addressed well under voluntary registrations, based on expert advice. As discussed
below, there are several advantages of voluntarily registering.
● For obvious reasons, licensed dealers may provide their communities with the
benefit of the input tax credit by issuing tax invoices that can then be used to
claim the credit. This will be a significant factor in the business unit's ability to
grow its customer base.
● Voluntary registration provides ITC while voluntary registrants are eligible for
an input tax credit on all sales and services. Ultimately, the profitability point
would be determined by the market margins.
● Interstate registrations are simplified because GST registrants are free to
perform interstate transactions with fewer constraints, making business units
more understandable and enabling them to meet a broader consumer base
around the world. Small and medium-sized businesses (SMEs) will also benefit
from the change, as they will be able to open online stores and begin trading
with other states on the go.
● GST registration will improve trading group enforcement because the ranking
based on compliance will be beneficial to compliance-conscious business units,
and they will be able to increase their client base as a result of their successful
presence in the market. As for information, the enforcement ranking would be
focused on timely return filings and tax payments.
Disadvantages of Voluntary Registration
All these points will certainly pull business units to go for a voluntary registration but
there are some disadvantages for the same cause:
● Businesses that have registered for GST would need to set aside extra funds for
capital liquidity and compliance.
● Another downside will be the increased number of returns. Under the GST,
there will be three returns per month, totaling 37 returns per year. There are
three GST forms: GSTR-1, GSTR-2, and GSTR-3, which must be filled out
correctly and on time every month. To calculate the tax liability, the forms are
dependent on the sales purchase and the ITC input tax credit. It is important to
remember that enforcement must be maintained, and any failure to file these
forms will result in a penalty as well as the denial of an input tax credit.
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● As voluntary registration is often regarded as a regular registration with tax
liability, tax liability would be added to the business unit's compliance. The
threshold cap of 20 lakh applies to all states of service combined.
● After the registration, all those business units that operate in different states for
their trading activities will be in demand for multiple registrations. The GST is
a destination-based tax, which ensures that returns must be filed in each state
where the business unit extends. The input tax credit will only be available if
the dealer is licensed in any of the states where it operates, and all of this
identification will increase the business's enforcement costs.
● The registration rulebook includes penalty clauses, and any business unit that
is licensed under the GST is expected to obey and comply with all of the GST's
rules and regulations. The failure to comply would result in a penalty.
7.5.3 Deemed Registration
Section 26 states that a grant of registration or a Unique Identity Number under a State
Act or a Union Territory GST Act is considered to be a grant of registration or a Unique
Identity Number under this Act if the application for registration or a Unique Identity
Number is not denied under this Act within the time limit stated in Section 25. (1).
If the proper officer fails to take any action, ● The application for grant of registration shall be deemed to have been accepted
within three working days from the date of submission of the application; or
within seven working days from the date of receipt of the clarification, records,
or documents furnished by the applicant.
In ‘West Bengal Lottery Stockiest Syndicate Private Limited v. Union of India’ – 2019
(5) TMI 1396 - KERALA HIGH COURT the petitioner applied for registration
under the Act and KGST Act. The petitioner uploaded the application on 16.01.2019.
The petitioner received a notice on 31.01.2019 seeking additional information for
registration stating the following reasons● The director's bank records and documentation showing ownership of the
company premises are not uploaded;
● The application is for lottery service registration, but the documents attached
are to demonstrate that the petitioner is allowed to deal with lottery services
under various provisions of law under which lottery service authorization is
sought.
The petitioner was given until February 8, 2019, to reply. The Registering Authority
issued an order rejecting the petitioner's application, claiming that the petitioner's
response was not sufficient and that the application did not comply with the Act's
requirements.
The petitioner challenged the said order in the High Court through this writ petition.
The petitioner submitted the following before the High Court● The applicant is entitled to deemed registration if the officer fails to take action
within three working days of receiving the application.
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● The application cannot be denied based on reasons that are not covered by the
GST Act and Rules. However, under various legislative requirements, the
Registering Authority was required to produce authorization to deal with
lottery services.
● Within the time limit for additional information, no correspondence from the
Registering Authority has been obtained.
● There are various modes of communication listed under section 169, so the
Department could have communicated through the email address given in the
application.
The Department submitted the following before the High Court● They sent out comments on the 18th of January 2019 pointing out the
shortcomings.
● As a result, the petitioner would not benefit from the deeming clause.
● The technological snag is totally beyond the Department's grasp, and all they
can do is take action. Legal fiction on deeming could not emerge until measures
have been taken.
The Department also produced documentary evidence on a technical snag.
The High Court stated that the officer in charge must act quickly to complete the
registration process. To ensure the above, a three-day time limit for granting
registration has been set. In this situation, the officer in charge tried to warn the
applicant of the application's flaws, but due to a technical snag, the details could not
be transmitted to the applicant.
Since it establishes legal fiction, the deeming clause must be strictly interpreted. Even
if the officer took action within three days, the claimant cannot benefit from the
deeming clause because he or she did not obtain such correspondence. The deeming
clause does not specify that if the correspondence is not received by the claimant within
three days, deeming will apply. The petitioner could not profit from deeming
registration, the High Court ruled.
The Department's justification listed in point no. 2 of the notice was reversed by the
High Court. The applicant must also include all other necessary materials, such as
showing ownership of the company via any documentation that may be needed, as well
as any other information that may be required under the Act. The High Court instructed
the Department to review the case and make a new judgement in compliance with the
Act and rules on the petitioner's submission of the application. The petitioner's ability
to file a new application would not be hampered by the previous denial, according to
the High Court.
7.6

PROCEDURE OF REGISTRATION

Any supplier is required to register under Section 22 of the Central Goods and Services
Tax Act, 2017 (‘Act' for short). This section specifies the taxable supply threshold for
12

registration purposes. Section 23 includes a list of individuals who are not required to
register under the Act. Section 24 of the Act establishes a registry of individuals who
are expected to register under the Act.
Section 25 of the Act provides the procedure for registration under the Act by the
supplier who is liable to be registered under the Act. The procedure of registration is
as discussed below● Any person who is required to be registered must apply for registration in each
State or Union territory in which he is required to be registered within 30 days
of becoming so required.
● Such an individual must declare his Permanent Account Number, mobile
number, e-mail address, State or Union territory in Part A of FORM GST REG01 on the popular portal before applying for registration.
● The Permanent Account Number will be checked online via the common portal
using the Central Board of Direct Taxes' database.
● A one-time password sent to the declared mobile number will be used to verify
the number.
● A separate one-time password sent to the declared email address will be used
to validate the address.
● A temporary reference number will be produced and transmitted to the
applicant on the said mobile number and email address following successful
verification of the Permanent Account Number, mobile number, and email
address.
● The applicant shall electronically send an application in Part B of FORM GST
REG-01, duly signed or checked via electronic verification code, along with
the documents listed in the said Form, to the common portal using the reference
number created under sub-rule (3).
● On receipt of an application, an acknowledgement shall be issued electronically
to the applicant in FORM GST REG-02.
● The application shall be forwarded to the proper officer who shall examine the
application and the accompanying documents and if the same is found to be in
order, approve the grant of registration to the applicant within three working
days from the date of submission of the application.
● If the proper officer finds any information or document required to be furnished
in the application to be deficient, or if the proper officer requires any
clarification about any information provided in the application or documents
furnished therewith, he may issue an electronic notice to the applicant in
FORM GST REG-03 within 3 working days from the date of receipt.
● If the proper officer is happy with the applicant's clarification, details, or
documents, he can grant the applicant registration within 7 working days of
receiving such clarification, information, or documents.
● If the applicant does not respond to the notice or the proper officer is not
satisfied with the explanation, details, or documentation provided, he will
refuse the application and notify the applicant electronically in FORM GST
REG-05 for reasons to be reported in writing.
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● A certificate of registration in FORM GST REG-06 showing the principal place
of business and additional place or places of business shall be made available
to the applicant on the common portal once the application for grant of
registration has been authorised, and a Goods and Services Tax Identification
Number shall be assigned.
7.7

LET US SUM UP

Registration is the most basic prerequisite of any tax system for identifying taxpayers
and ensuring tax compliance in the economy. The registration of any business entity
under the GST Law entails obtaining a unique number from the relevant tax authorities
to collect taxes on behalf of the government and claim Input Tax Credit for taxes paid
on inbound supplies. An individual who is not registered cannot collect tax from his
customers or claim an input tax credit for the tax he has paid. A taxpayer can benefit
from registration in the following ways: He has legal standing as a provider of products
or services. He may claim an input tax credit for taxes paid and use it to pay taxes owed
on the supply of products or services. At the national level, seamless distribution of
Input Tax Credit from manufacturers to recipients.
7.8

KEYWORDS

● Tax Liability: The total amount of tax debt owed by an individual, corporation,
or other entity to a taxing authority like the Internal Revenue Service (IRS)
● GSTIN: ST is a 15-digit number that has replaced the Tax Identification Number
(TIN) that business entities were allotted while registering under a state's Value
Added Tax law
● UIN: A UIN or Unique Identification Number is a GST Exempt class under the
GST regime for specified persons/organisations such as foreign diplomatic
missions and embassies, who do not carry any outward transaction and thus are
entitled to the refund of the tax paid on inward supplies.
● PPF: Public Provident Fund (PPF) is one of the most popular long-term saving
schemes which focuses on inducing small savings like investments and accrue
returns on the same.
● Agriculturist: Someone concerned with the science or art or business of
cultivating the soil.
7.9

FURTHER READINGS

● Swain AK & Agrawal – GST: Concepts and Applications, Himalayan Publishing
House.
● GST Manual: Taxman’s Publication Ltd., New Delhi.
● GST and Indirect Taxes, Sanjeet Sharma, V.K. Global Pub. Pvt. Ltd, New Delhi.
● Mishra, Padhi and Bera – Text Books on GST & Practice, Vikas Publishing House
Pvt. Ltd. New Delhi.
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● idtc-icai.s3.amazonaws.com
● taxguru.in
7.10

MODEL QUESTION

Q1:
Q2:
Q3:

Who is a taxable person? How is it different from a Registered Person?
Who is liable for registration under GST?
What is compulsory registration? How is it different from Voluntary
Registration?
Write a short note on Exemption from Registration.
Discuss the provisions for compulsory registration.
When is registration exemption under GST?
State the period within which registration needs to be obtained in each of the
independent cases.
a) Casual taxable person
b) The person making interstate taxable supply
What is the validity period of the registration certificate issued to a casual
taxable person and a nonresident taxable person?
What could be the liabilities (in so far as registration is concerned) on the
transfer of a business?

Q4:
Q5:
Q6:
Q7:

Q8:
Q9:
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UNIT-8

GST INVOICE

Structure
8.0
8.1
8.2
8.3

8.4
8.5
8.6
8.7
8.8
8.9
8.10
8.11

Learning Objectives
Introduction
Classification of Goods & Services
Tax Income & other such instruments in GST
8.3.1 Basic features of a Tax Invoice
8.3.2 Contents of an Invoice
Preparation of Invoice for different transactions
Debit Note & Credit Note
Information required in a GST Invoice
Accounts & Other Records
Let us sum up
Key Words
Further Readings
Model Questions

8.0

LEARNING OBJECTIVES

After studying this unit, you will be able to know
● Different returns forms used under GST
● Benefits of filing returns
● Regular returns for a normal taxable registered Person
● Returns to be filed by other persons
● Matching of credit under GST
8.1

INTRODUCTION

Invoice or “Tax Invoice" is described in section 2(66) of the CGST Act 2017. In simple
terms, an invoice is a document sent to the addressee that specifies the type of the
taxable supply made as well as the amount of the taxable supply, among other things.
It shows how much the individual issuing the invoice can expect to obtain from the
person to whom the invoice is sent. It is usually provided after the goods or services
have been delivered. The CGST Act's section 31 governs the issuing of invoices for
the provision of goods or services. It explains the different circumstances in which an
invoice must be given. It also includes provisions for issuing amended invoices,
preparing documents for advance receipt, and so on.
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8.2

CLASSIFICATION OF GOODS AND SERVICES

As international transactions and products exchange became more prevalent, the need
for proper documentation and identification of these goods emerged, which had to be
achieved through a structured framework that was practised by any country
participating in international trade. HSN and SAC codes rose as a result of this.
HSN stands for Harmonized System of Nomenclature, and it's a system for
categorizing products. The World Customs Organization (WCO) established it, and it
is now considered the universal standard for naming products. This 6-digit universal
code can be used to identify over 5,000 different items and is often used for tax
purposes. This code, which is used in over 200 countries around the world, classifies
over 98 per cent of all products available.
Understanding how HSN is used in India
India has been a member of the World Customs Organization (WCO) since 1971, and
since 1986, it has used 6-digit HSN codes to identify products for Customs and Central
Excise. Customs and Central Excise later added two more digits to HSN codes to boost
differentiation.
With the introduction of GST in India, HSN is now being used under a 3-tiered system.
This includes the following:
● HSN is not needed for businesses with a turnover of less than Rs 1.5 crore.
● Businesses with a revenue of more than Rs 1.5 crore but less than Rs 5 crore
are required to use two-digit HSN codes.
● Businesses with a revenue of more than Rs 5 crore are allowed to use 4-digit
HSN codes.
● Importers and exporters must use an HSN code that is eight digits long.
HSN codes are used in the sense of GST to make it a globally applicable levy. HSN
codes are divided into 21 parts, each of which contains 99 chapters, 1,244 headings,
and 5,224 subheadings.
Each section number is subdivided into chapters, which are further subdivided into
headings and subheadings. The sections and chapters define the product, while the
headings and subheadings provide much more information.
For clarity, let’s look at this HSN-62.13.90
The first two digits (62) are used to denote apparel or clothing in this situation (but not
knitted or crocheted clothing). Handkerchiefs are represented by the next two digits
(13) in the sequence. Finally, (90) suggests that these handkerchiefs are made of
various textiles or materials. As a result, this code refers to handkerchiefs made of
textile materials.
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There are two additional phases in India. The overall code would be 62.13.90.10 if the
handkerchiefs were made of man-made textiles, with the 10 referring to man-made
textiles. The code would be 62.13.90.90 if the goods were made of silk or silk waste,
with the 90 referring to the silk or silk waste.
Servicing Accounting Code: SAC
The Servicing Accounting Code (SAC) is a classification system for services rather
than products. India has introduced a Service Accounting Code (SAC) for all of its
services, similar to the International HSN Codes. The GST would replace the service
tax, which currently applies to all types of services at a 15% national rate, with certain
exceptions. Since GST covers both goods and services, a fair classification for services
is also required. Under the GST regime, SAC will remain unchanged. All services
usually start with the number 99, which distinguishes the code as a SAC rather than an
HSN. Let's take a look at this SAC- 99.82.13 for clarification. The number 99 stands
for all services in general. This is classified as legal services by 82, and legal
documents for patents by 13.
8.3

TAX INVOICE AND OTHER SUCH INSTRUMENTS IN GST

The CGST Act provides for the issuance of invoices for the provision of goods and
services in section 31. The Act's section 31 specifies the different conditions in which
an invoice must be given. It also contains provisions for issuing reinvested invoices
and preparing records for advance receipts, among other items.
Basic features of a tax invoice:
● Any taxable person who provides goods or services, or both, must issue a tax
invoice.
● The tax invoice must provide the information stated in rule 1. The tax invoice
must be a specific serial number in one or more services, including alphabets,
numerical, and special characters such as hyphens, dashes, and slashes.
● The tax invoices of taxable persons with turnover above prescribed limits
should contain HSN Code or products or Accounting Code of services.
● The export invoice should have a straightforward endorsement with all of the
relevant information.
● A consolidated invoice may be released at the end of the day if the value of
each invoice is less than Rs 200.
● In the case of products, the tax invoice must be in triplicate and marked.
● The tax invoice for supply services must be given within 30 days of the service
being rendered. An NBFC or FI invoice may be given within 45 days in the
case of a banking firm.
● Duplicate for Services: A tax invoice for services must be duplicated with the
appropriate labelling.
● Special Cases: A banking corporation, a financial institution, a non-bank
financial institution, or a telecom operator that provides service to their branch
in another state may issue invoices every quarter.
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● In the case of excluded products or services, or where tax is charged under the
composition scheme, the supplier should issue a bill of supply with specific
information instead of a tax invoice.
● Receipt Vouchers: When the advance is obtained, a Receipt voucher should
be provided with the information stated in rule 5 of the Invoice law. At that
point, GST is due, but he is unable to demand input tax credits because he has
not earned goods or services, or both.
● Invoice of ISD: Invoice of input service distributors shall contain details as
specified in rule 7 of invoice Rules.
● Delivery Challan: When the advance is obtained, a Receipt voucher should be
provided with the information stated in rule 5 of the Invoice law. At that point,
GST is due, but he is unable to demand input tax credits because he has not
earned goods or services, or both.
● Goods in SKD: If goods are being shipped in a semi-knocked-down state, a
full invoice must be given before the first consignment is sent, followed by
delivery challans for subsequent consignments. For the last consignment, an
original copy of the invoice must be sent.
8.4

PREPARATION OF INVOICE FOR DIFFERENT TRANSACTIONS

A. Tax Invoice in respect of Goods
Section 31 (1) A tax invoice must be provided by a licensed individual who provides
taxable products. The invoice must be given before or at the time the items are removed
for delivery to the receiver. The invoice must be given when the items are made
available to the buyer, even though the supply does not require the movement of goods.
In the context of products, "removal" refers to the supplier's dispatch of the goods for
distribution or the recipient's selection of the goods. According to section 31 (1), the
Central/State Government can determine the categories of products and/or supplies for
which the tax invoice shall be issued by notification, based on the GST Council's
recommendation.
B. Tax Invoice in respect of services
A registered taxable individual supplying taxable services shall issue a tax invoice,
showing the definition, value, tax paid thereon, and any other details as may be
prescribed, before or after the provision of service but within a prescribed duration.
The time limit for issuing a tax invoice for services
In the case of a taxable supply of services, the invoice must be given within thirty days
of the date of the supply of service. A banking company or a financial institution, also
known as an NBFC, will issue an invoice within 45 days of the date of service delivery.
Making taxable supplies of services between distinct persons as specified in Section
25, an insurer/banking company/financial institution, including a non-banking
financial institution/telecom operator, or any other class of supplier of services as may
be notified by the Government, may issue the invoice before or at the time of recording
the same in books of account or before the end of the quarter.
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For Example – On June 1, 2020, a banking corporation offers services to its branch.
The bank may issue the tax invoice at the time of recording the said supply in books
of accounts (for example, on July 26, 2020) or before September 30, 2020. (the expiry
of the quarter )
C. Receipt Voucher (or any other document) for advance payment
A GST receipt voucher is a commercial document that serves as proof of payment in
advance for the provision of products or services. When a customer makes an advance
payment, GST-registered businesses must issue a GST receipt. Section 31 (3) (d) of
the GST Act states that upon receipt of an advance, the registered individual must issue
a receipt voucher or some other document containing the information needed.
D. Issue of Invoice in case of Reverse Charge
If the individual supplying the goods or services is not licensed, the tax will be charged
on a reverse charge basis by the receiver under section 9 (4) of the GST Act (excluding
the IGST Act) and section 5(4) of the IGST Act. In this case, the invoice is prepared
on the date of receipt of materials by the purchaser of Goods and Services.
E. Invoice for a continuous supply of goods
“Continuous supply of goods” refers to a supply of goods that are delivered, or agreed
to be provided, continuously or regularly under a contract, whether or not by the use
of a wire, cable, pipeline, or another conduit, and for which the provider invoices the
buyer on a daily or periodic basis, which requires supplies that are notified as being a
continuous supply of goods.
F. Invoice of continuous supply of services
“Continuous supply of services” refers to a supply of services that are delivered, or
agreed to be provided, on a continuous or ongoing basis, under a contract, over more
than three months with periodic payment obligations, which requires a supply that is
notified as being a continuous supply of services.
In the case of a continuous supply of goods, the invoice must be given before or at the
same time as any of the subsequent statements or payments are made. Similarly, if
services are provided regularly, an invoice must be given.
● Where the payment due date is ascertainable from the contract, the invoice
must be given on or before the due date of payment; where the payment due
date is not ascertainable from the contract, the invoice must be issued before
or at the time when the provider of service collects payment; and where
payment is related to the completion of a case, the invoice should be issued on
or before the due date of payment.
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G. Invoice of ceasing of contract
Section 31 (6) states that if a contract's supply ceases before the contract's completion,
the invoice must be prepared at the time the supply ceases. The invoice must be given
if the supply is interrupted until it is terminated.
H. Invoice for Goods sent on approval
In the case of products sent on acceptance or return, the invoice must be given before
or at the time it is understood that the supply has occurred, or six months later,
whichever comes first.
I. No Invoice and Consolidated Invoice
A registered person may not issue a Tax Invoice if:
● Value of goods and services both supplied is less than Rs 200/● The recipient is unregistered.
● The recipient does not require such an invoice
Instead, such registered persons are allowed to issue a consolidated tax invoice
for such supplies at the end of each day for all such supplies. Small taxpayers,
such as small retailers, who perform a large number of small transactions with
unregistered customers for up to Rs 200 per transaction, do not need to issue
an invoice for each transaction. They will submit a single unified invoice for
all transactions completed during the day at the end of each day. They can,
however, issue an invoice if the customer requests one.
J. Revised Tax Invoice
A taxable individual can issue a revised invoice concerning any invoice he has
previously provided. A taxable individual must issue a supplementary tax invoice if a
deficiency is discovered in a tax invoice already issued by a taxable person. It is
mandatory to issue a revised invoice for billing from the date of GST implementation
before registered dealers receive a formal GST ID number. The tax invoice must
comply with GST regulations and must be released within 30 days of obtaining the
original registration certificate.
8.5

DEBIT NOTE AND CREDIT NOTE

Because of the return scheme, debit and credit notes are an inevitable part of doing a
company. It is also important for companies to understand how to account for them in
GST.
What is Debit Note?
A debit note in GST is a document issued by the supplier in the following cases:
● Increase in Taxable Value -A debit note must be given to the purchaser when
a supplier is required to raise the taxable value of a supply.
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● Increase in GST charged in invoice - When a supplier has to raise the cost or
amount of GST paid on an invoice, he or she must send the receiver a debit
note.
What is a Credit Note?
A credit note in GST is a document issued by the supplier in the following cases:
● Supplies are returned or found to be deficient by the recipient - The
supplier should issue a Credit Note when products supplied are returned by the
recipient of goods/services supplied are found to be defective by the recipient.
The credit note aims to reduce the value of the original supply.
● Decrease in taxable value - When a supplier has to reduce the taxable value
of a supply, he or she must give the recipient a credit note.
● Decrease in GST charged in invoice - When a supplier has to reduce the cost
or amount of GST paid on an invoice, he or she must send the receiver a credit
note.
Debit Note and Credit Note Details
As per the prescribed debit note format and credit note format, the following are the
details that need to be captured:
● The document's nature must be explicitly defined, such as "revised invoice" or
"supplementary invoice."
● Supplier's name, address, and GSTIN
● A serial number consisting solely of alphabets and/or numerals, as well as
special characters such as the hyphen "-" or the slash "/," that is unique for each
financial year.
● Date of the document's issuance
● If the recipient is registered, including their name, address, and GSTIN/Unique
ID number.
● If the recipient is not registered, include the recipient's name, address, and
delivery address, as well as the state name and code.
● Original tax invoice or bill of supply serial number and date
● The amount of tax credited or debited to the recipient, as well as the taxable
value of the goods or services, the rate of tax, and the amount of tax credited
or debited to the recipient
● The supplier's or his registered representative's signature or digital signature
Furnishing details of Debit and Credit Note in GST
Details of debit and credit notes in GST, need to be furnished in the normal tax cycle.
● Debit Note in GST
Debit note information should be recorded in Form GSTR-1 for the month in which
the debit note was given. The recipient will be given these details in Form GSTR-2A,
after which the recipient must accept the information and send Form GSTR-2.
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Please keep in mind that a recipient will issue a debit note if the goods they purchased
are returned, damaged in transit, the taxable value shown on the invoice is higher than
the actual, or the tax paid is higher than the actual. However, only debit notes provided
by a supplier will be considered for revisions in invoice values under GST. For the
subsequent effect on input tax credit on the supply, the recipient must consider the
same.
● Credit Note in GST
Suppliers must submit Form GSTR-1 with the details of credit notes issued in a given
month. This information will be sent to the recipient of the supply in Form GSTR-2A,
which the recipient must approve and send in Form GSTR-2. It's worth remembering
that a supplier can only use a credit note to mitigate his tax obligation if the recipient
of the supply acknowledges the credit note information in Form GSTR-2. The
recipient's input tax credit will be reversed to the degree of the credit note, and the
supplier's tax liability will be reduced in proportion.
Please bear in mind that a credit note may be issued by the purchaser of a supply in
some situations, such as when the taxable value displayed on an invoice for an inward
supply is less than the actual value, or when the tax paid for an inward supply is less
than the actual tax. In these cases, however, modifications to invoice values will only
be taken into account if a supplier sends a corresponding debit notice for the supply.
The supplier must provide the specifics of a debit note that has been given, and the
receiver must approve it. As a result, the supplier's tax obligation and the recipient's
input tax credit will be adjusted accordingly.
8.6

INFORMATION REQUIRED IN A GST INVOICE

The tax invoice issued must mention information under the following 16 headings:
● Name, address and GSTIN of the supplier
● Tax invoice number (it must be generated consecutively and each tax invoice
will have a unique number for that financial year)
● Date of issue
● If the buyer (recipient) is registered then the name, address and GSTIN of the
recipient
● If the recipient is not registered and the value is more than Rs. 50,000 then the
invoice should carry:
i.
Name and address of the recipient
ii.
Address of delivery
iii. State name and state code
● HSN code of goods or accounting code of services**
● Description of the goods/services
● Quantity of goods (number) and unit (metre, kg etc.)
● The total value of the supply of goods/services
● The taxable value of supply after adjusting any discount
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● The applicable rate of GST (Rates of CGST, SGST, IGST, UTGST and cess
mentioned)
● Amount of tax (With the breakup of amounts of CGST, SGST, IGST, UTGST
and cess)
● Place of supply and name of destination state for inter-state sales
● Delivery address if it is different from the place of supply
● Whether GST is payable on the reverse charge basis
● Signature of the supplier
A typical tax invoice with all the 16 mandatory fields under GST will look like
this:
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Tax Invoices Format for Exports
In the case of exports, the invoice must also include a statement indicating that GST
has been received. In such instances, the following text should be used:
● “Supply Meant For Export on Payment Of IGST”
– if IGST has been paid on the exports
●

“Supply Meant For Export Under Bond or Letter of Undertaking Without
Payment of IGST”
– if IGST has not been paid
In export invoices, the following details related to the buyer are mandatory:
● Name and address of the buyer
● Delivery address
● Destination country
● Number and date of application for the removal of goods for export
Reasons for Not Issuing a Tax Invoice
A registered person may not issue a tax invoice when:
1. the recipient is not a registered person AND
2. the recipient does not require such an invoice
At the end of each day, the registered individual shall give a consolidated tax invoice
for such supplies in respect of all such supplies.
In all other cases, the registered person MUST issue a tax invoice. Failure to do so
is an offence under the GST Act and will attract a penalty.
Raising Copies of Invoice
The GST Law requires businesses to keep copies of all of their invoices. The details
of this are furnished below.
Invoices for Supply of Goods
The invoice must be prepared in triplicate. They will be marked as:
1. Original Copy for the use of the recipient
2. Duplicate Copy for the use of the transporter
3. Triplicate Copy for the use of the supplier
8.7

ACCOUNTS AND OTHER RECORDS

Every registered person is required to keep and maintain all records at his principal
place of business.
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Who must maintain accounts under GST?
It is the responsibility of the following persons to maintain specified records● The owner
● The operator of warehouse or godown or any other place used for storage of
goods
● Every transporter
A chartered accountant or a cost accountant will audit the accounts of any registered
individual whose turnover during a financial year exceeds the specified limit (2
crores).
What records must be maintained under GST?
Every registered person must maintain records of:
● Production or manufacture of goods
● Inward and outward supply of goods or services or both
● Stock of goods
● Input tax credit availed
● Output tax payable and paid and
● Other particulars as may be prescribed
Please read our article for a list of records to be maintained under GST.
What are the accounts which must be maintained under GST?
In our article, we have listed the various accounts to be maintained that businesses
need to keep under GST.
For example, under GST, a trader has to maintain the following a/cs (apart from
accounts like purchase, sales, stock)
● Input CGST a/c
● Output CGST a/c
● Input SGST a/c
● Output SGST a/c
● Input IGST a/c
● Output IGST a/c
● Electronic Cash Ledger (to be maintained on Government GST portal to pay
GST)
2. Accounting entries under GST
Facing some teething issues, GST can bring clarity to many aspects of the industry,
including accounting and bookkeeping.
While the number of accounts tends to be higher under GST, once you go through the
accounting entries, you'll note that record-keeping is much simpler. One of the most
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important benefits a trader can enjoy is the right to subtract his input tax on services
from his output tax on revenue.
Read about the accounting treatment of different transactions under GST, including
how to report and transfer entries for interstate sales of products, how to record the use
of input tax credit and more.
3. Electronic Cash and Credit Ledger
Every registered taxpayer will have 3 ledgers under GST which will be generated
automatically at the time of registration and will be maintained electronically.
○ Electronic Cash Ledger: This ledger can be used as a digital wallet.
The taxpayer would be required to deposit his cash ledger (add money
to the wallet). The funds will be used to complete the transaction.
○ Electronic Credit Ledger: The IGST, CGST, and SGST input tax
credits on sales will be expressed herein in three groups. The balance
of this account will only be available to the taxpayer for tax payment
(not for interest, penalty etc.)
○ E-Liability Ledger: This ledger would reveal a taxpayer's overall tax
obligation after netting off for a given month. This ledger will be
automatically filled in.
4. Period for Retention of Accounts under GST
Any registered taxable individual is required by the GST Act to keep their accounts
books and records for at least 72 months (6 years). The duration will begin on the last
day of that year's Annual Return filing.
The annual return must be filed by the 31st of December of the following year.
For example:
For the year 2017-2018, the due date of filing the annual return is 31.12.2018. The
books & records of 2017-2018 must be maintained for 6 years, i.e., 31.12.2023
If the taxpayer is involved in any litigation before a court (First Appellate) or is under
investigation, he must keep the books for one year after the order of the
proceedings/appeal is issued.
5. Consequences of Not Maintaining Proper Records
If a taxpayer fails to keep proper records for products or services, the proper officer
will handle the unaccounted goods or services as if they were supplied by the taxpayer.
The tax responsibility on such unaccounted products will be determined by the officer.
The taxable person would be responsible for paying the tax obligation as well as the
penalty.
8.8

LET US SUM UP

A GST invoice is a bill or receipt for goods sent or services provided to a customer by
a vendor or service provider. It specifies the services/products, as well as the total
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amount owed. Until CGST and SGST are applied, a GST invoice may be used to
calculate the price of a good or service. The amount of taxes paid on goods or services
that a person purchases from the seller or supplier is also seen on a GST invoice bill.
If the items were purchased on credit, the customer creates a debit note in case they
are returned. Although it is made by the seller at the time of a credit sale to remind the
buyer of the existing outstanding debt, it is made by the buyer at the time of a cash
sale. A credit note is a commercial document produced by a supplier to notify the
consumer that the customer has been given credit. The following are common reasons
for such credit:
8.9

KEYWORDS

● HSN: HSN stands for “Harmonized System of Nomenclature”. In India, the HSN
Code has 8-digit uniform codes that classify more than 5000 products and is
accepted worldwide.
● WCO: The WCO plays an important role in promoting international customs cooperation and addressing new challenges for customs and trade.
● SAC: The SAC Code means Services Accounting Code under which services fall
under GST are classified.
● NBFC: A non-banking financial institution or non-bank financial company is a
financial institution that does not have a full banking licence or is not supervised
by a national or international banking regulatory agency.
● UIN: Unique Identification Number (UIN) is a special type of GST registration
for foreign diplomatic missions and embassies that are not liable to pay
● Reverse Charge: Reverse Charge means the liability to pay tax is on the recipient
of supply of goods or services instead of the supplier of such goods or services in
respect of notified categories of supply.
● Debit Note: A debit note' or debit memorandum is a commercial document issued
by a buyer to a seller as a means of formally requesting a credit note
● Credit Note: A credit note or credit memo is a commercial document issued by a
seller to a buyer.
● Credit Ledger: The electronic credit ledger reflects the amount of Input Tax
Credit available to the taxpayer. Thus, every claim of the input tax credit of the
registered taxpayer eligible for claiming such credit is credited to this ledger.
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MODEL QUESTIONS

Q 01: What is the information’s required in a GST Invoice?
Q 02: Discuss the features of the tax invoice.
Q 03: Define a tax invoice and explain the contents of the tax invoice u/s 31 of the
GST Act.
Q 04: Discuss the invoices for different transactions under GST
Q 05: When can the credit note be issued by suppliers of goods and services? Also,
explain the benefits of credit notes.
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9.0

LEARNING OBJECTIVES

9.6
9.7

After studying this unit, you will be able to know
● Different forms used under GST
● Benefits of filing Returns
● Regular returns for a normal taxable registered
● Returns to be filled by other persons
● Matching of credit under GST
9.1

INTRODUCTION

A return is a document that a taxpayer must file with the tax administrative authorities
following the law. A daily taxpayer would be expected to file three monthly returns
and one annual return under the GST rule. A taxpayer registered under the composition
scheme, a taxpayer registered as an Input Service Distributor, and an individual liable
to deduct or collect tax (TDS/ TCS) all have their returns. Any business unit with an
annual turnover of more than 20 Lacs must file a GST return. Taxpayers must also
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review the various eligibility requirements for various slabs. Every year, all taxpayers,
ranging from producers and suppliers to retailers and customers, must file GST returns.
In the digital age, the government is pushing for innovation and automation and has
begun offering e-filing or online filing of GST returns through a single GST platform.
The returns can be submitted electronically using Goods and Service Tax Network's
applications and software (GSTN). The government's groundbreaking facilities
automate the fling procedure and auto-fill the data in GSTR forms.
9.2

BENEFITS / PURPOSES OF FILING RETURN

Every registered person has to file a return under GST. GST is payable by a taxable
person based on self-assessment of tax liability.
The tax is expected to be charged on the supply of goods or services at the prescribed
prices, according to section 9 of the CGST Act. The tax is paid by the goods or service
provider. The rules and formats for the Goods and Services Tax returns have been
issued by the government. The tax payable by the taxable person will be calculated by
the GST common portal using the details provided by the taxable person in his returns.
Filing of returns serves the following purposes:
● Details about the taxable person's company must be submitted to the
government.
● Serves as the foundation for calculating the taxable person's tax liability.
● Allows the government to check the accuracy of tax payments based on the
returns submitted.
● Ensures that the GST administration is transparent.
● Allows the taxable individual to file returns more conveniently, namely
electronically.
● Provides a forum for matching the input tax credit (ITC) available to the taxable
individual based on supplier and recipient returns. As a result, the ITC will be
available to the taxpayer on a conditional basis based on his returns.
● A monthly return is considered to be an application for an eligible refund under
some specific provisions.
9.3

DETAILS OF ALL RETURNS TO BE FILED UNDER THE GST LAW

GST returns must be submitted digitally electronically via a popular platform operated
by GSTN, a non-government, private limited company formed by the federal and state
governments with the specific mission of developing the IT infrastructure and services
needed to enforce the Goods and Services Tax (GST).
Who is a Regular Taxpayer Under GST?
Regular taxpayers under GST are individuals who own and operate a company in a
state or territory that involves the provision of goods and services. The standard
taxpayer must currently file two forms, GSTR-1 and GSTR-3B, in which GSTR-1
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accounts for outward supplies and GSTR-3B accounts for summarised information of
outward supplies and inward supplies plus payment of an amount of tax data, both of
which must be filed on or before the 20th of the following month.
What is GST Return Form 1?
This is the first GST return form that any taxpayer must submit for a given tax period
on the 11th of the following month. The taxpayers' outward supplies are reported on
the GSTR-1 form. The GSTR-1 has 13 subheads and is critical because it aids in credit
matching and potential tax credit flow. Taxpayers with a turnover of fewer than 1.5
crores must file GSTR-1 quarterly, while those with a turnover of more than 1.5 crores
must file monthly returns, according to the GST council's latest announcement.
How to File GST Return Form 1?
As discussed, there are 13 different parts under the GST Form 1, which need to be
filled properly by taxpayers with details related to the outward supply of goods &
services.
In GST Form 1, taxpayers must fill out parts 1 to 3 with information such as their
GSTIN, name, and gross turnover for the previous financial year. Moving on to part 4
of the GST Form 1, taxpayers must detail all taxable supplies made by the company in
three separate sections 4(A), 4(B), and 4(C) (C). Part 5 of the GST return form 1 must
be filled out for outward inter-state supplies, while part 6 of the GST return form 1
must be filled out for zero-rated supplies and all considered exports.
Part 7 requires taxpayers to fill out the information about taxable supplies to
unregistered persons, while part 8 requires information about nil-rated, exempted, and
non-GST outward supplies. Parts 9 and 10 of the GST Form 1 enable taxpayers to
provide details on any changes made to taxable outward supplies to an unregistered
person during the current and previous tax periods, respectively.
Taxpayers must fill out part 11 under 11A & 11B subsections with all details of
advance earned and adjusted for the current/given tax era. Parts 12 and 13 of GSTR 1
require taxpayers to fill out an HSN-by-HSN review of all taxable supplies and
documents issued during the tax period.
What is GST Return Form 2?
The GST return form 2 collects all information about inbound supplies and provides it
to the buyer and recipient of goods and services. Any taxpayer must file the GSTR-2
by the 15th of the following month for a given tax period. Under GSTR-2, there are 13
heads to fill out carefully since the information will be reflected in the seller forms,
and it must fit the information given by the seller.
What is GST Return Form 3B?
This GST return consists of summarised information of outbound and inbound
materials, as well as payment of a tax number, and it must be filed on or before the
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20th of the following month. The taxpayer receives information about providing the
input tax credit and the amount of tax payable by filing GSTR-3B.
How to File GST Return Form 3B?
As previously stated, all registered taxpayers are required to file GST Return Form 3B,
which is a consolidated monthly return form. The GST council recently streamlined
the GSTN-3B Form filing process for taxpayers who do not have any business and
must file null returns. The GST Return Form 3B can be completed in seven simple
steps.
The taxpayer must fill out details of all outward and inward supplies liable to reverse
the change in step 1, while step 2 allows the taxpayer to fill out details of all outward
and inward supplies liable to reverse the change. In phase 3, taxpayers must also fill
out the information about interstate supplies rendered to composition taxable
individuals, unregistered persons, and UIN holders. At phase 4, taxpayers have access
to the ITC qualifying box, which includes all of the input tax credit claims from the
taxes charged. Step 5 includes the submission of information about the nature of
supplies, inter-state supplies, intra-state supplies, and estimates.
Step-6 is the most critical step for taxpayers when filing GST return 3B Form since it
needs information such as integrated tax, central tax, and state/UT tax cess from them.
In the final stage, taxpayers must have TDS/TCS credit information in a proper format.
What is GST Return Form 9?
This segment includes details on the taxpayer's annual GST tax payment. GSTR-9 is a
tally of all taxes collected, and it must be filed by the 31st of December of the following
fiscal year for a given tax period. It includes all of the GSTR-3 data for the previous
12 months. Taxpayers must provide information on inbound or outbound supplies, tax
paid under different heads such as CGST, IGST, and SGST, and complete turnover
with audit details to file GST return GSTR-9.
How to File GST Return Form 9?
As previously mentioned, GSTR 9 is an annual GST return form that regular taxpayers
must file by the 31st of December of each financial year. A penalty of INR 200 per
day may be imposed if GSTR 9 is not filed on time. The GSTR 9 filing process can be
completed in six sections, with no revision option available on the GST portal. The
deadline for the financial year 2017-18 has been extended by the Government of India
to November 30th.
Part 1 requires the taxpayer to fill out three separate parts under four tables with basic
information. The basic information includes the taxpayer's GST IN, legal name, and
company name. Part two requires taxpayers to fill out details of inbound supplies under
subsections 4A to 4N, while details of outbound suppliers must be filled out under
subsections 5A to 5N.
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Furthermore, part three of the GST 9 return form allows taxpayers to fill out ITC data
for the financial year under subsections 6A to 6O. The details of tax paid as declared
in returns for the previous financial year must be filed in part four. Part five requires
taxpayers to fill in specifics of transactions from a previous fiscal year, while part six
requires taxpayers to fill in other essential information, such as the total amount of
refunds claimed, sanctioned, denied, and so on, in 15A to 15G subsections.
Note Filing of form GSTR-9 for those taxpayers who (are required to file the said
return but) have aggregate turnover up to Rs. 2 crores made optional for the said tax
periods for FY 2017-18 and FY 2018-19 by GST Council 37th meeting.
What is GST Annual Audit Return Form 9C?
The GSTR 9C Annual Audit form is needed for all taxpayers with a yearly turnover of
more than 2 crores. The form must be submitted on or before the 31st of December of
each fiscal year. The GSTR 9C form is also followed by an audit certification and a
reconciliation document detailing all tax obligations and payments for the fiscal year.
For taxpayers with a turnover of more than 2 crores, filing the GST return 9C form, as
well as the reconciliation statement and audit certification, is needed.
How to File GST Return Form 9C?
To escape a penalty of INR 200 per day, all taxpayers must file GSTR 9C annual audit
return form. According to the CBIC, the latest amended due date for GSTR 9C for
qualifying taxpayers is November 30, 2019. The taxpayers must correctly complete
the five steps to file the GSTR 9C annual return form.
In step one, the taxpayer must fill out the form with basic information such as their
GSTIN number. The taxpayers must include reconciliation reports of turnover declared
in the audited annual financial statement (5A to 5R subsection) and taxes charged for
parts two and three (9A to 9R subsection).
Also, under 12A to 12F subsections, taxpayers must fill out the ITC reconciliation
information in phase four. Move five involves correctly filling out the auditor's
findings on the additional responsibility placed on taxpayers as a result of nonreconciliation.
Who is a Composition Taxpayer Under GST?
To help small and medium businesses, the government has created a composition
system, in which registered businesses must file GSTR-4 once a year and GST CMP
08 once every quarter for payment deposition, rather than multiple GST returns in a
month like usual businesses. A condition for registering under the scheme is that the
registering companies' revenue does not surpass INR 1.5 crore.
What is GST Return Form 4?
It's for the creators of compositions (who are registered under the composition
scheme). The form is submitted once a year for a specific fiscal year. On the 18th day
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of the year, the taxpayer reports details on sales and transactions made in an annual
report and pays tax using the GST CMP 08 form under the composition scheme.
How to File GST Return Form 4?
To escape penalties (INR 50 per day) and interest (18%) due to late/non-payment, all
registered taxpayers under the composition scheme must file the GSTR 4 form
annually. The GST 4 return form is divided into 13 parts, but not all of them must be
completed.
From part 1 to part 3, taxpayers must have basic information such as their legal name,
GSTIN, and so on. Taxpayer’s must-have details for taxable inward supplies and
changes made to them in parts 4 and 5, respectively. Similarly, taxpayers can fill out
sections 6 and 7 of the form with information about taxable outward supplies and any
improvements made to them.
Qualified taxpayers must complete part 8 of the consolidated statement of advances
paid/Advance adjusted. Taxpayers must fill out parts 9, 10, 11, and 12 with information
about the tax credit earned, charged, TDS interest, and refund claimed from the
electronic cash ledger.
What is GST Annual Return Form 9A?
The GSTR 9A form is an annual GST return form for all composition scheme dealers
with annual turnover under the goods and service tax scheme of less than 1 crore. The
GSTR 9A for composition scheme dealers contains all of the annual GST information
for transactions involving CGST, SGST, and IGST. For composition scheme
taxpayers, the GSTR 9A form includes all of the tax paid and liability information for
the specific financial year.
Note: “The GST Council raised the annual turnover cap for composition scheme
taxpayers to 1.50 crores, effective April 1, 2019. Composition scheme taxpayers were
previously required to file returns annually and pay tax quarterly.”
How to File GST Annual Return Form 9A?
To escape a penalty of Rs. 200 per day for late payment, all registered composition
taxpayers must file the GSTR 9A form on or before December 31st for the current
year. Due to technical issues with the portal, the CBIC department has extended the
due date for FY 2017-18 until November 30th. The GST 9A return filing procedure is
divided into 17 sections and is divided into five portions.
Part one requires taxpayers to fill in basic information such as GSTIN, trade name, and
so on, while part two requires information on taxable outward and inward supplies.
Part three requires taxpayers to apply details of tax paid as declared in returns for the
specified financial year.
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Furthermore, taxpayers must include details of transactions for the previous fiscal year
as declared in returns from April to September of the current fiscal year or up to the
date of filing an annual report for the previous fiscal year, whichever is earlier, in part
four. Other important information, such as total return claimed, denied, pending, late
fee payable, and so on, must be given in part five. Find out what you need to know
about the GSTR 9A annual form and how to file it online.
Note: The GST Council waived the requirement to file the GSTR 9A Form for the
period (FY 2017-18 and FY 2018-19) in its 37th meeting, providing relief to taxpayers.
Who is a Non-resident Taxpayer Under GST?
Under the GST regime, a non-resident taxpayer is anyone or a company that does not
own a business in India but supplies goods and services to the country for a limited
time. Many of these non-resident taxpayers must use the GSTR-5 form to file their tax
returns.
What is GSTR 5 Return Form?
A non-resident taxpayer provides information in GSTR-5 for transactions and sales
made in India, whether online or offline. GSTR-5 also offers information on available
tax credits, taxes charged, and remaining stocks for NRIs. For a specified tax year, the
form must be submitted by the non-resident taxpayer by the 20th of the following
month.
How to File GST Return Form 5?
To escape the penalty (INR 50/day) and interest (18 per cent) due to late/no payment,
all registered non-resident taxpayers/foreigners must file the GST Return Form 5 on
or before the 20th of the following month for a specific tax period or seven days before
the registration validity period, whichever is earlier.
Non-resident taxpayers must fill out essential tax information in 12 separate tables to
file the GSTR 5 Form. Tables 1 and 2 require taxpayers to include basic information
such as their legal name, GSTIN, and so on. Taxpayers must fill out details for
manufactured products, changes to imported goods (if any), and B2B outward
suppliers from table 3 to table 5.
Non-resident taxpayers must provide information about B2B inward suppliers,
supplies to an unregistered individual, and B2B and B2C interstate supply
modifications (if any) on tables 6 through 8. The taxpayer must have information about
gross payable liability, total paid taxes, and interest and late fees payable/paid in tables
9 to 12.
GSTR 5A GST for Non-Resident OIDAR Service Providers
GSTR 5A is required for non-resident OIDAR service providers. The OIDAR services
group encompasses all companies that use the internet as a means of conducting
business. This form of the company must file GSTR 5A and must file a tax return in
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the same manner as other business units. The 20th of each month is the deadline for
filing GSTR 5A. GSTR 5A licenced individuals must file a tax return and obtain a
GSTIN.
Who is the Input Service Distributor Under GST?
An input service distributor is a division of a product and/or service provider that
collects tax invoices from other suppliers in return for input services and/or goods and
issues a specified document to allocate the GST credit to its units. Input tax distributors
must file their GST returns using GSTR-6.
What is GSTR 6 Return Form?
ISD files the GSTR-6 for each tax year on the 13th of the following month. It comprises
all data about inward supplies rendered to the registered taxpayer. It also provides
details about the input tax credit that is distributed among the ISD organisations.
How to File GST Return Form 6?
Late filing of the GST Return Form 6 by licenced input service distributors (ISD)
would result in a penalty of INR 50 per day and interest of 18 per cent. The GSTR 6
Form has 11 separate sections/tables that the ISD must complete correctly. Tables 1
and 2 require the ISD to enter basic information such as GSTIN, taxpayer name, and
so on.
In table 3 to table 5, ISD must provide information for the input credit earned,
eligible/ineligible ITC for the specified tax period, and available credit under CGST,
SGST, and IGST. Any improvements made to table 3 must also be noted in table 6.
The ISD must separately list details for ITC reclaim/mismatch, ITC delivery, ITC
redistribution (if the distribution is incorrect), late fee payable, and refunds in tables 7
to 11.
Who is a TDS Taxpayer Under GST?
TDS taxpayers are individuals or entities who are allowed to subtract TDS from
payments made to licenced vendors or companies for goods or services purchased from
them. Any TDS taxpayer must use the GSTR-7 form to file their taxes.
What is GST Return Form 7?
For a given tax period, every tax deductor must file the GSTR-7 form on the 10th of
the following month. It includes information on TDS rendered under the IGST, CGST,
and SGST, as well as information on the supplier and the source where tax is deducted.
How to File GST Return Form 7?
To escape 18 per cent interest on the payable tax and a penalty of INR 50 per day,
every registered TDS taxpayer must file the GSTR 7 on time (with a maximum cap of
INR 5000). The GST Return Form 7 filing process is straightforward, and it consists
of eight separate tables/sections that must be filled out with the necessary information.
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Tables 1 and 2 enable taxpayers to include basic information such as the trade name,
legal name of the deductor, and so on.
TDS payers must also fill out table 3 to table 8 separately with details on tax deducted
at source, TDS amendments, TDS deducted & charged, interest & late fee, returns
claimed from electronic cash ledger (ECL), and debit entries in ECL.

Who is a TCS Taxpayer (E-commerce Operator) Under GST?
E-commerce operators are online businesses that are licenced under the Model GST
law and provide a forum for the exchange of products and services between vendors
and customers. They should file the GSTR-8 form on the Indian government's GST
portal for TCS taxes.
What is GSTR 8 Form?
For the tax collected at source information, an e-commerce operator provides the form
of data. For tax collection at source, e-commerce operators must be licenced under the
GST regime. Any e-commerce operator must file it by the 10th of the following month
for a specified tax period. All details of supplies made to a registered or unregistered
individual, as well as tax paid and payable information, must be filed through an ecommerce portal.
How to File GST Return Form 8?
If registered TCS taxpayers/e-commerce companies fail to file the GST 8 return Form
by the due date, i.e., the 10th of the following month, they may be subject to a penalty
of INR 50 per day (CGST + SGST) plus 18 per cent interest on the GST tax due. Under
GSTR-8, there are nine separate parts/tables that TCS taxpayers must fill out correctly.
Tables 1 and 2 require basic information such as GSTIN.
Also, table 3 to table 9 must be filled out separately for vendors through an e-commerce
platform, any supply amendments, TDS interest information, TDS interest
payable/paid, reimbursement requests, and debit entries in the cash ledger for
TCS/interest payment.
For Final Return (If Registration of Business has Cancelled) – GSTR-10
GSTR-10: It is issued by the registered taxpayer in a specific case, such as when the
GST registration is cancelled or surrendered. The reason for the GST cancellation may
be anything from the voluntary closure of a company to a government order. The
taxpayer must file the final return form with the specifics of tax charged, payable, and
input tax credit information within three months of the cancellation order.
How to File GST Return Form 10?- Only taxpayers whose registration has been
cancelled or voluntarily surrendered must submit the GST-10 Form. When filing the
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GST 10 return Form, information such as the GSTIN, legal name, company name, and
address is auto-populated.
The registered person must also manually provide the following information: ARN,
UID, date of cancellation order, details of closing stock, and the effective date of
surrender.
Who is a UIN Holder Under GST?
The UIN status is granted to specialised agencies of the United Nations or
organisations registered under the United Nations Act 1947, multilateral financial
institutions, and individuals who are granted the status of UIN on the commissioner's
consent.
What is GSTR-11 Form?
When UIN holders (those who are licenced under the GST regime and have a unique
identification number) buy items during the month, they must fill out the GSTR-11.
UIN holders will get a refund for the taxes they paid on purchases made in India by
filing GSTR-11 for inward supplies. For a specified tax year, UIN holders must file
the GSTR-11 by the 28th of the following month.
How to File GST Return Form 11?
Holders of a UIN, such as a UN agency, must file the GSTR-11 Form on time to escape
a penalty of INR 50 per day beginning from the due date, as well as a 10% interest on
payable taxes. The GST 11 return form is divided into four parts/tables.
Taxpayers must fill out basic information such as their UIN, name, and address in
tables 1 and 2. Taxpayers must fill out table 3 with information about inbound supplies,
while table 4 should be filled out with data about the refund number. After providing
all of this material, taxpayers must verify their authenticity by electronically signing
the form on the GST portal.
Late Fees for not Filing GST Return on Time
When the GST returns are not filed on time by the taxpayers, a late fee along with
interest is imposed on him.
Late Fees for Annual Return Filing
 INR 200 / day (INR 100 under CGST, SGST and IGST (if relevant) each).
 The maximum amount of late fee cannot be more than 0.25% of the taxpayer’s
turnover in the state.
Late fee for Monthly/Quarterly GST Return Filing
 INR 50/ day (INR 25 under CGST + Rs. 25 under SGST)
 The maximum amount of late fee cannot be more than INR 5,000.
 No late fee applicable on IGST
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Interest Applicable on Defaulter
 Interest @ 18% is applicable on the defaulter.
 Interest is computed by the taxpayer on the amount of tax due for the payment.
 Interest is computed for the period from the day just after the due date of return
filing to the date when tax is paid.
A GST Return is a document that contains all information about GST invoices,
payments, and receipts for a given time. A taxpayer is required to report all transactions
relating to the business's income, which would be used by the authorities to determine
the amount of tax due. On the GSTN's official site, business owners can file GST
online. While filing GST returns, the registered dealer requires the following details
for the concerned period.
 Total sales.
 Total purchases.
 Output GST (GST paid by customers.)
 ITC or Input Tax Credit (GST paid by the business for purchases.
If filed, a licensed dealer can check the status of their GST Return filing online and
make any required adjustments. Before you begin the GST return filing process, you
must also understand and pick the appropriate form. Under the GST regime, there are
11 different forms of returns, each with its objective and deadline. If you are reporting
reports of outward supplies of taxable items, for example, you must file GSTR-1 by
the 10th of every month. Choose the required GST form and file GST online by the
due date once you have this information and your GST number.
9.4

TYPES OF GST RETURNS

S.No

Return

Particulars

1.

GSTR 1

Carries details of taxable goods or services, or both as well as
that of outward supplies.

2.

GSTR 2

Carries details of inward supplies related to taxable goods
and/or services, along with ITC claims.

3.

GSTR 3

Includes details of monthly returns based on finalised detail
related to inward and outward supplies.
It also includes details of total tax payable.

4.

GSTR 4

Carries details related to Quarterly Return filing, specifically
for compounded tax liabilities of specific individuals.

5.

GSTR 5

Includes details of GST return filing for non-resident foreign
individuals.
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6.

GSTR 6

Serves as the form for Input Service Distributors to file returns.

7.

GSTR 7

Serves as the form facilitates Return filing for authorities
initiating TDS.

8.

GSTR 8

Carries supply details for e-commerce operators along with the
tax amount collected as per sub-section 52.

9.

GSTR 9

Serves as the form to file Annual Returns.

10.

GSTR 9A

Includes details to file Annual Returns relative to
Compounding taxable individuals registered u/s 10.

Steps to File GST Return Online
● Make sure you're GST-registered and have your 15-digit GST identification
number, which is calculated using your state code and PAN. If you do not
already have this number, you must first register online to receive it.
● Next, visit the GST portal.
● Click on the ‘Services’ button.
● Click on ‘Returns dashboard’ and then, from the drop-down menu, fill in the
financial year and the return filing period.
● Now select the return you want to file and click on ‘Prepare online’.
● Enter all the required values including the amount and late fee, if applicable.
● If you've completed all of the fields, press 'Save,' and a progress message will
appear on your computer.
● Now click on ‘Submit’ at the bottom of the page to file the return.
● Scroll down and press the ‘Payment of tax' tile until the status of your return
changes to ‘Submitted.' Then, click on ‘Check balance' to see your cash and
credit balances, so you know how much tax you owe for each minor head. To
clear your debts, you must first decide the amount of credit you want to use
from the credit that is already available. Then, to make the invoice, click on
‘Offset liability.' When a confirmation message appears, select ‘OK.'
● Finally, pick an approved signatory from the drop-down list and check the box
against the declaration. After that, click on either ‘File form with DSC' or ‘File
form with EVC,' and then ‘Proceed.' Make a payment for your GST in the
following step.
9.5

INPUT TAX CREDIT

sThe term "input tax credit" refers to subtracting taxes paid on inputs from taxes due
on production. The GST paid on any supply of services or products to a taxable
individual is known as Input Tax. The definition is not entirely new; it existed before
the introduction of the GST indirect tax regime (service tax, VAT and excise duty). Its
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use has now been broadened as a result of the GST. Input tax credits for Central Sales
Tax, Entry Tax, Luxury Tax, and other taxes were previously unavailable.
Manufacturers and service providers were also unable to claim the Central Excise tax.
Cross-crediting of VAT against service tax/excise or vice versa was not permitted
before the introduction of the GST. However, since these taxes will be combined into
one, there will be no limitation on setting off this input tax credit under GST. The
requirements for claiming Input Tax Credit under GST are a key aspect of every
business's tax liability settlement. Input Tax Credits do not apply to all forms of inputs,
and each state or nation may have its own set of laws. A dealer who has purchased
products to resell may be eligible for an input tax credit.
The cornerstone of GST is the tax credit, which is a significant source of concern for
registered persons. This is generally consistent with the pre-GST era. These guidelines
are very strict and precise in their application. Take, for example, the case of a maker.
The final product is subject to a tax of INR 450. INR 300 is the amount of sales tax
that has been paid. The INR 300 input credit you argue is offset by INR 150 in final
taxes.
What is the time limit to avail GST ITC?
A registered taxable individual may assert ITC in a particular way and within a certain
time frame. The table below describes the various scenarios in which inputs can be
stated for semi-finished, stock or finished products.
Situation

ITC claims a day for semi-furnished
goods/stock/finished goods (held on a
preceding day)

If a person has applied for registration or Day from when he is liable to pay taxes
is liable to register or is granted
registration
When a person
registration

takes

voluntary Registration day

When a taxable registered person stops Day from when he is liable to pay tax
paying taxes in a composition levy normally u/s 7.
scheme
The input tax credit can only be claimed for the above-mentioned circumstances if it
is claimed within one year of the tax invoice date of issue for the supply.
For any other cases, ITC must be claimed earlier of the following● Furnishing of annual return or
● Due date of filing the monthly return (GSTR-3) for the next financial year’s
September month.
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Example- For the invoice dated 10/11/2017, ITC must be availed earlier of the
following dates –
➢ The due date for September 2018 return – 20th October 2018
➢ Annual return filed (assumed) – 10th November 2018
➢ Thus till 20th October 2018, ITC must be availed.
9.5.1 How to calculate Input Tax Credit?
Let’s consider an example of how to calculate Input Tax Credit:
Assume you own a business. The service or good you sell is subject to an 18% levy.
Throughout your business, you use input services or products. The tax you owe (of
18%) will be offset by the taxes you already paid on the purchase of these inputs.
Manufacturers only charge taxes on the value-added, not on the overall commodity
value.
Consider the case of a steel utensil maker who makes spoons, bowls, and other utensils.
Assume the manufacturer purchased INR 500 worth of raw steel and INR 100 worth
of other raw materials to make a pressure cooker. Assume that the steel-related GST is
18 per cent. Assume that the GST he received was equal to 28% of the cost of such
raw materials.
As a result, the producer spent Rs. 28 on other raw materials and Rs. 90 on raw steel
as inputs. As a result, the producer paid INR 118 in total input tax. After estimating
the cost of making a steel pressure cooker from raw materials and factoring in a fair
profit, he decided to sell the pressure cooker to a distributor for INR 800 + GST.
Assume that the steel utensil is subject to an 18% GST. It will now be taxed at INR
144. As a result, the pressure cooker will be invoiced for INR 944 by the seller.
As a result, the producer receives INR 144 as GST from the dealer on each sale. During
the purchasing of his input raw materials, the producer paid INR 118 in GST. As a
result, the producer can now claim a credit of INR 118 for GST paid on inputs and
deposit the difference of INR 26 with the government out of the INR 144 in GST.
The Input Tax Credit is available at all levels of the supply chain; manufacturers and
distributors owe GST and can demand the credit.
9.5.2 How to claim Input Tax Credit (ITC)?
The following conditions have to be met to be entitled to Input Tax Credit under the
GST scheme:
1. You must be a taxable person who is registered with the IRS.
2. Input Tax Credit can only be claimed if the goods and services obtained are
used for business purposes.
3. Input Tax Credits are taxable and can be claimed on exports/zero-rated supplies.
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4. If the constitution of a licenced taxable person changes as a result of a merger,
sale, or transfer of a company, the unused Input Tax Credit is transferred to the
combined, sold, or transferred business.
5. As per the model GST rule, one may provisionally credit the Input Tax Credit
in his Electronic Credit Ledger on the popular portal.
6. To receive the Input Tax Credit, you'll need supporting documents such as a
debit note, a tax invoice, and a supplementary invoice.
7. An Input Tax Credit may be obtained if goods and services are received.
8. The Input Tax must be paid using an electronic credit/cash ledger.
9. You must file all GST returns, including GST-1, 2, 3, 6, and 7.
9.5.3 How Input Tax Works Under GST
Suppose Mr A is a seller. He sells goods to Mr B. The buyer Mr B is now eligible to
claim the purchase credit using his purchase invoices.
This is how it works:
● Uploads all of his tax invoices in GSTR-1 format.
● Mr A's information is automatically filled or mirrored in GSTR-2A.
● When Mr B files his GSTR-2 returns, which are nothing more than the
particulars of his purchase, the same information will be mirrored.
● The particulars of these are then approved and acknowledged by Mr B, and
consequently, the sales tax is applied to Mr B’s ‘Electronic Credit ‘ He will use
this to change it later for future production tax liability and obtain a refund.
9.5.4 How to utilize the Input tax credit?
In GST we have three types of taxes CGST, IGST, and SGST/UTGST.
For the inter-state supply of goods/ services, IGST is charged.
For the intra-state supply of goods/services, CGST and SGST/UTGST are charged.
While making payment for the above taxes, the input tax credit will be allowed in the
following manner:
Credit
1st to be utilized for payment of Balance if any
CGST

CGST

IGST

IGST

IGST

SGST/UTGST

SGST/UTGST

CGST
and
SGST/UTGST
IGST

then

9.5.5 Documents and forms required to claim Input Tax Credit?
Each applicant will require the following documents to claim Input Tax Credit under
GST:
● According to the GST rule, the supplier received an invoice for the supply of
services and products or both.
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● If the tax payable or taxable value listed in the invoice is less than the tax
payable or taxable value on those products, the supplier will issue a debit note
to the receiver.
● Invoice of entry.
● According to the GST invoice regulations, the ISD (Input Service Distributor)
must issue a credit note or invoice.
● In certain cases, an invoice is given in place of a tax invoice, equivalent to a
bill of supply. If the sum is less than INR 200, or if the reverse charges are
imposed by the GST statute.
● A supplier issued a bill of supply for goods and services or both as per the GST
invoice rules.
When filing the GSTR-2 form, the above documents should be prepared by the GST
invoice regulations. Failure to submit these forms could result in the request being
rejected or resubmitted. Input Tax Credit cannot be claimed for taxes paid on goods
and services or both due to any fraud or order for the demand raised, suppression of
evidence, or willful misstatement. The input tax credit is supposed to minimize the
total taxes paid on the commodity since it will be available to the seller at each point.
As a consequence, if the input credit mechanism works well, final consumers can
benefit from lower costs.
9.6

MATCHING, REVERSAL AND RECLAIM OF INPUT TAX CREDIT

1. ITC Mismatch for Issue of Scrutiny Notices
Issues related to the unavailability of Input Tax Credit (ITC) are some of the major
concerns for several taxpayers in India. The basic meaning of mismatched ITC can be
understood as:
● The difference between the credit amounts reported on Forms GSTR 3B and
GSTR 2A is
● Disparities between GSTR 1 and GSTR 3B forms
● There is a difference between the amount of claimed provisional credit and the
amount of claimable real credit (usually arises during transition stages)
Any of these mismatches which are noticed in returns will lead to the issuance of
scrutiny notices by officers to taxpayers.
2. Where Do Officers Communicate the Differences Noticed in Returns?
● Discrepancies in filed returns discovered by an approved officer will be
communicated to the respective taxpayer via Form GST ASMT-10. This form
will contain the following information:
● Observations of the officer
● Time allotted for the taxpayer to clarify his or her stance in response to the
notice
● The incorrect tax sum and the explanation for the discrepancy (optional)
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3. What Actions Can Receivers of Notices Take?
Upon receiving the notice, taxpayers can accept the notice or reject the notice:
● Accepting the Notice: The taxpayer must respond to the notice in Form GST
AMT-11 within 30 days of receiving it, or within the time frame specified in
the notice (whichever is earlier). The government may communicate its
acceptance of this response in Form GST AMT-12.
● Rejecting the Notice: If the taxpayer does not respond to the notice, it would
be assumed that the taxpayer has given no excuse or reason. The government
will proceed against the taxpayer in compliance with the legislation to recover
the mismatched sum of ITC. For claiming the ITC incorrectly, the taxpayer can
be paid an interest rate of 18%.
4. Discrepancy Rectification and ITC Reversal
Any discrepancy which arises in returns may be rectified in the following manner:
● The excess claim of ITC concerning supplier’s declaration OR Supplier
has not declared outward supply: If there is a difference between the ITC
argument and the supplier's declaration in returns, the receiver and the supplier
will be informed. When the supplier receives the communication, he or she
must correct the inconsistency in legitimate returns. If the supplier does not
correct the error, the excess ITC asserted will be applied to the recipient's
output tax liability the following month.
● Duplication of ITC claim by recipient: In the case that an ITC argument is
duplicated, the receiver will be informed. If the problem isn't fixed, the
previously claimed ITC will be applied to the recipient's output tax liability for
the month in which the duplication was discovered. In the event of additions,
the receiver would be required to pay interest of up to 18% on the sum applied
to the output tax liability from the date the ITC was claimed to the date the
additions in returns were made.
5. ITC Reclaim
ITC reclaim refers to reclaiming ITC that had previously been reversed due to an
inconsistency in the ITC declared by the supplier in his returns, ITC claimed
duplication or GST rules. Only if the invoice and/or debit note information is declared
in the returns for the time in which the supplier found the discrepancy (omission or
incorrect entries), or when the officer communicated the discrepancy to the supplier,
can the supplier make an ITC argument.
Any interest paid on previously claimed mismatched ITC will be refunded to the
recipient's Electronic Cash Ledger. However, if an ITC claim is duplicated, no refund
will be provided because it is against GST regulations.
9.7

GST REFUND

If the GST charged exceeds the GST liability, the case of requesting a GST refund
typically occurs. To prevent misunderstanding, the method of requesting a refund
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under GST is standardised. The procedure is performed online, and time limits have
been defined.
Refunds are available in a variety of instances. Here are a few of them: Excessive tax
payment is made as a result of a mistake or omission.
● Due to the production being tax-exempt or nil-rated, the dealer exports
(including considered export) goods/services to demand a reimbursement or
refund ITC accumulation.
● Taxes charged on sales made by embassies or UN bodies are refunded.
● International Tourists Get a Tax Refund
● Provisional evaluation is now complete.
9.7.1 How to Calculate GST Refund:
Let’s take a simple case of excess tax payment made.
Mr B owes Rs 50000 in GST for September. Mr B, on the other hand, made a GST
payment of Rs 5 lakh by mistake.
Mr B has now made an excess GST payment of Rs. 4.5 lakh, which he can demand as
a refund. The refund must be claimed within two years of the payment date.
A refund application must be made within two years of the applicable date. Every case
has a different relevant date.
Here are the relevant dates for some cases –
Reason for claiming GST Refund

Relevant Date

Excess payment of GST

Date of payment

Export or deemed export of goods or Date of
services
frontier

dispatch/loading/passing

the

ITC accumulates as output is tax- Last date of the financial year to which the
exempt or nil-rated
credit belongs
Finalization of provisional assessment

The date on which tax is adjusted

9.7.2 How to Claim GST Refund
The refund application has to be made in Form RFD-01 (to be certified by a Chartered
Accountant or a cost accountant) within 2 years from the “relevant date.” This relevant
date is different for different scenarios.
● When goods are shipped by air or sea, the applicable date is the date on which
the ship or aircraft departs from India.
● If goods are transported by land vehicle, the applicable date is the date on which
the goods cross the country's land border.
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● When goods are shipped by post, the relevant date is the date the goods are
dispatched from the Post Office.
● If the supply contains services and they are finished before payment is received,
the payment collection date is the appropriate date.
● Similarly, when services are made after an advance has been issued, the
applicable date is the invoice date.
● The correct date for a refund claim for an excess input tax credit that has not
been used is the end of the financial year for which the refund claim is being
issued.
● Where goods are supplied for deemed exports, such as supply to an SEZ or 100
per cent EOU, the applicable date is the date on which the return for such
deemed exports is filed.
● Where a refund is due to an order entered in the appellant's favour, the
appropriate date is the date of the order.
● If tax was paid after a provisional assessment and a refund is now due, the
correct date is the date when the tax was changed.
It is crucial to note these important dates because failure to file refund applications
within the defined time frame which result in credit blockage.
Following the submission of the application, an acknowledgement in Form RFD-02
will be auto-generated for future reference and sent via email and SMS. If the system
discovers any errors in the refund application, the taxpayer will be sent Form RFD-03
to correct his application.
There is also certain documentation that must be submitted with the electronic refund
application. If the refund sum is less than Rs. 5 lakhs, the taxpayer must sign a
document stating that the refund amount has not been used by or transferred to any
other individual. If the amount in question exceeds Rs. 5 lakhs, a record proving that
the amount was paid by the taxpayer must be attached in addition to the declaration
above.
When a United Nations body, a Consulate, or a foreign embassy files a refund claim,
the application for a refund must be submitted within 90 days of the end of the quarter
in which the goods or services were procured. Form RFD-10 should be used to submit
the document.
Note: If the refund sum is less than Rs. 1,000/-, there would be no refund.
● Scrutiny of the refund application
A refund application will take about 30 days to process, according to industry
standards. If a refund application crosses a certain threshold, it will be subjected to an
audit. If the same qualifies for a refund, an order will be issued to that effect, or the
amount will be transferred to the Consumer Welfare Fund if it meets the criteria of
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"unjustly enriching" the taxpayer. A Chartered Accountant may be required to certify
the above declaration.
● Refund Order
An authorised officer may issue a provisional refund order in Form RFD-04 for a sum
equal to 90% of the refund claim when a taxpayer requests a refund of funds resulting
from exports of goods or services. If a taxpayer qualifies for a provisional refund, the
following conditions must be met:
 Has a GST enforcement rating of more than 5 out of 10 and has never been
prosecuted for evading taxes over Rs. 250 lakhs over 5 years.
 Regarding refunds, no appeal or investigation is pending.
If the authorised officer believes the documents comply with the law, he can issue a
final order to that effect.
The government is required to keep a cash ledger for the benefit of the taxpayer. It will
be updated regularly with the figures that have been listed or declared in the returns. If
the credit does not fit the ledger, the credit would be denied. In the case of income tax,
it's identical to Form 26AS, where the number of TDS and TCS corresponds to the
Form.
In all such cases, the refund request must be processed within 60 days of the date of
submission. If the refund is found to be correct, the approved officer will issue a final
order in Form RFD-05 within 60 days of the application date. If the officer fails to
issue an order during the 60-day limit, the taxpayer will be charged interest at the rate
of 6% per year for the time between the expiration of the 60 days and the issuance of
the refund.
When the refund has to be adjusted against the taxable amount, then Form RFD-06
shall be passed.
Other forms that are important for refund claims:
 RFD-07: this is a show-cause notice for a complete rejection of a refund
application
 RFD-08: Payment advice
 RFD-09: In the case of delayed payments, this is an order for interest on late
payments.
9.7.3 Refund of Input Tax Credit
There are 3 cases against which a refund claim can be made concerning the input tax
credit. All the above scenarios covered refund emanating from certain specified
transactions.
● If the products or services being supplied are zero-rated or GST-exempt, the
input tax credit is left unused.
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● When the input goods or services are taxed at a higher rate than the output
goods or services, the accrued input tax credit can be taken as a refund.
● In the case of a partial reverse fee, the input tax credit cannot be used to cover
the production tax entirely.
Furthermore, when: Input emerges from GST paid on goods exported out of India that
were taxable to excise duty, no refund against unutilized input tax credit can be issued.
The advantage of duty disadvantage on excise duty has already been claimed by the
supplier.
The method is exhaustive in and of itself, and if followed correctly, receiving a refund
can be an easy and painless operation. It will transform the long-winded refund
mechanism and improve the manufacturing or export industries. Those refunds, which
used to take years to process, can now be obtained in as little as 60 days. This initiative
was made possible by the GSTN's powerful IT system and foresight.
9.8

GST PENALTIES AND OFFENCES

The GST Act of 2017 established a single tax regime across India and established a
legal structure to ensure that both large and small businesses adhere to the Act's
requirements. 21 different offences have been mentioned as part of the legal structure
for the GST Act's enforcement, as well as the relevant penalties under the GST Act.
The main GST penalties and offences as established by the GST Act, as well as the
appeals process for contesting orders issued by an appellate authority, will be discussed
in the sections below.
Offences under the GST Act
Under the GST regime, 21 different crimes can result in fines, according to the GST
Act. Of course, there are certain offences that, while not on the registry, are subject to
GST fines that are determined on a case-by-case basis. The following is the list along
with key details of these 21 GST offences:
GST Offences related to Invoicing and Documentation
● Issuing a false/incorrect invoice or failing to issue an invoice for goods/services
that have been provided Issuing a GST invoice without providing
goods/services
● Use of a GSTIN from a different GST registered person/entity to issue an
invoice/document
● Transporting taxable goods without proper/adequate paperwork is prohibited.
● Failure to keep appropriate documents/records in compliance with the GST
Act's requirements
GST Offences related to Fraudulent Intent
● False information is given at the time of GST registration or at a later time
● Getting a GST refund by providing false details
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● Falsification of documents/records or giving false information to avoid paying
taxes
● Not registering for GST even though it is mandated by the GST Act
● Tampering with or disposing of goods attached, confiscated, or detained under
the GST Act
● Knowingly supplying, transporting, or storing any goods that may be subject
to GST confiscation.
GST Offences related to Tax Evasion
● Tax evasion occurs as a result of underreporting/suppression of turnover.
● Failure to pay tax to the government within three months of the due date after
receiving it from the recipient of goods or services
● Failure to pay tax to the government within three months of the due date, even
though the tax was received in violation of the GST Act's provisions.
● Taking or using an Input Tax Credit (ITC) without receiving or providing
products or services
● Failure to deduct tax, deducting less tax than is owed to the government, or
failing to pay the tax owed to the government (Tax liability under subsection 2
of Section 52 of GST Act)
● Failure to deduct tax, deducting less tax than is owed to the government, or
failing to pay the tax owed to the government (Tax liability under subsection 3
of Section 52 of GST Act)
● Taking/using input tax credit in violation of the GST Act's Section 20 and its
sub-sections
GST Offences related to Obstruction
○ obstructing or stopping an officer from carrying out his or her duties in
compliance with the GST Act
○ Destruction or tampering with records or other tangible proof
○ Providing false documents or failing to comply with a request for
documents or information made by a GST Act-authorized officer
Minor Breach and Major Breach under the GST Act
A minor violation is described as a situation in which the amount of tax involved is
less than Rs. 5,000, according to current GST Penalties laws. A minor violation can
also involve easily correctable reporting errors or omissions. Minor infractions are not
subject to serious GST penalties under current rules, and the tax authorities can only
issue a warning without imposing a monetary penalty if they so choose.
If the amount of tax involved reaches Rs. 5,000, the situation is regarded as a
significant violation under the GST Act, and penalties under the GST Act, including
prison terms, can be imposed based on the amount of tax involved. The minor vs. major
violation provision is intended to assist companies, particularly those with small
turnovers, such as SME, by ensuring that genuine errors are not penalized.
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GST Penalties under the GST Act
Fines for GST Penalties arising from a violation of the GST Act, 2017 vary depending
on several factors, including the seriousness of the violation. The following are the
applicable penalties under the act for some key offences:
Type of GST Offence

Applicable GST Penalty Amount

Delayed filing of GST Returns Rs. 200 per day (Rs. 100 per day under CGST and
an additional Rs. 100 per day under SGST) up to a
maximum of Rs. 5000. Late fee not applicable to
IGST unpaid by delayed filing
Not filing GST Returns

Higher amount among – Rs. 10,000 or 10% of the
tax due under GST

Committing Fraud

Higher amount among – Rs. 10,000 or 100% of the
tax due under GST (may include jail term for fraud
cases of higher value)

Aiding and Abetting Fraud

Rs. 25,000 irrespective of whether the offender is
GST registered or not

Charging wrong GST rates (a Higher amount among – Rs. 10,000 or 100% of the
higher rate than actual)
tax amount due (applicable only if excess tax is not
submitted with the government)
Not issuing an invoice

Higher amount among – Rs. 10,000 or 100% of the
tax amount due

Not Registering Under GST Higher amount among – Rs. 10,000 or 100% of the
(even though required to by tax amount due
law)
Issuing incorrect invoice

Rs. 25,000

GST Penalties for High-Value Frauds
Under the GST Act, high-value frauds arise when the unpaid tax sum reaches Rs. 100
lakhs or more. While the monetary penalty under GST is 10% of the unpaid tax sum
(as long as it is more than Rs. 10,000), high-value frauds can also result in a prison
term. Following are the jail sentences as specified by the GST Act in addition to GST
penalties:
○ Jail term not exceeding 1 year if the tax amount involved is between
Rs. 100 lakhs to less than Rs. 200 lakhs.
○ Jail term not exceeding 3 years if the tax amount involved is between
Rs.200 lakhs to less than Rs. 500 lakhs.
○ Jail term not exceeding 5 years if the tax amount involved is Rs. 500
lakhs or higher.
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Penalty for Aiding and Abetting GST Fraud
If a registered individual or organisation commits GST fraud with the assistance of
another person (whether registered or unregistered), the GST penalty extends to all
parties involved. This liability under the GST Act is currently set at Rs. 25,000,
regardless of whether all parties are GST registered or not. The following are some key
actions that constitute aiding and abetting GST fraud:
● Assisting any GST-registered entity or person in committing fraud
● Purchase/receipt of products and/or services when aware that it is in breach of
the GST Act
● Failure to account for or substantiate every invoice that appears on the
company's books
● Issuing invoices that do not comply with GST regulations
● Failure to appear in front of tax authorities after being called to a GST hearing
Offences without GST Penalties
There are no GST penalties in the case of such offences, but these GST offences can
result in interest at a prescribed rate (18 per cent annually) on the amount of tax owed.
The following are some main cases where there is no GST penalty.
○ There is no GST penalty if you charge the wrong GST, such as CGST/SGST
instead of IGST. The licenced company or individual must pay the correct GST
and receive a refund for any GST that was wrongly charged.
○ There is no penalty under the GST Act for incorrectly filing GST returns, but the
tax sum deficit is subject to interest at the rate of 18 per cent per annum.
○ There are no fines for late invoice payments. However, any input tax credit
received instead of such invoices is subject to reversal if the invoice is not paid
within 6 months.
○ There is no penalty under the GST Act for charging the incorrect GST rate (lower
than the real rate), but the registered business/person must pay interest at an annual
rate of 18 per cent on the tax shortfall.
Appeals Process under the GST Act
There is an appeals process in place if a GST registered person/entity is dissatisfied
with any GST penalties related to an order/decision made by a tax authority/official
acting as an adjudicating authority under the GST Act. Regardless of the type of
offence or the GST fines (monetary or otherwise) that apply in the case of the particular
offence, the appeals process under the GST Act works in the same way. The following
are the different levels of appeal available:
First Appellate Authority
The first appellate authority is the first court of appeal open to those seeking relief from
an adjudicating authority's decision.
Appellate Tribunal- The GST Appellate Tribunal was established as a quasi-judicial
body to mediate disputes and hear appeals against orders of the first appellate authority.
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Appeal to High Court
For those who disagree with an appellate tribunal's decision, state high courts are the
next level of appeal.
Appeal to Supreme Court
The Supreme Court of India, which is India's highest court, is the final court of appeal
for any GST fines or other tax orders. Under current GST rules, the Supreme Court's
decision on any GST sanctions, prison terms, or fines is final.
Offences & Penalties
Offences
There are 21 offences under GST. We have mentioned a few here. For the entire list
of 21 offences please go to our main article on offences.
The major offences under GST are:
● Even though it is mandated by statute, not registering for GST. (For a list of
those who are required to register under GST, see our article.)
● Providing products or services without issuing an invoice, or issuing a fake
invoice
● The use of another bonafide taxpayer's GSTIN by a taxable individual to issue
invoices.
● False information is given when registering for GST
● False financial statements, papers, or archives, as well as fake tax returns, are
used to circumvent taxes.
● Obtaining refunds by deception
● Sales are being suppressed on purpose to avoid paying taxes.
● And if a taxpayer is disqualified, they can select the composition system.
Penalty
If all of the crimes are committed, a penalty under GST must be charged. The legal
principles that these penalties are founded on are also stated in the statute.
For late filing
Late filing incurs a penalty known as a late charge. According to the Act, the late fee
is Rs. 100 per day. As a consequence, it's 100 under the CGST and 100 under the
SGST. The total cost per day will be Rs. 200. The upper limit is Rs. 5,000. If you file
your IGST late, you will not be charged a penalty.
In addition to the late charge, interest at the rate of 18 per cent a year must be charged.
The taxpayer must determine the tax to be paid. From the next day of filing to the date
of payment, the period will be determined.
*Subject to changes announced via Notifications. Check out for updates here
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For not filing
If you don't file a GST return, you won't be able to file any subsequent returns. If the
GSTR-2 return for August is not filed, the GSTR-3 return for September and
subsequent returns for September will be rejected. As a result, late GST return filing
would have a cascading impact, resulting in heavy fines and penalties.
For the 21 offences with no intention of fraud or tax evasion
A person who fails to pay tax or makes late payments is subject to a penalty of 10% of
the tax owed, with a minimum of Rs. 10,000.
Consider this: if tax is not paid or if a payment is made in error, a minimum penalty of
Rs 10,000 must be paid. The overall penalty is equivalent to 10% of the unpaid tax.
For the 21 offences with the intention of fraud or tax evasion
A criminal must pay a penalty equal to the amount of tax evaded/short deducted, i.e. a
100% penalty, with a minimum of Rs. 10,000.
A criminal must pay a penalty equal to the amount of tax evaded/short deducted, i.e. a
100% penalty, with a minimum of Rs. 10,000.
Additional penalties as followsTax amount involved 100-200 lakhs

200-500
lakhs

Above 500 lakhs

Jail term

Up to 1 year

Up to 3 years Up to 5 year

Fine

In all three cases

Inspection under GST
The Joint Commissioner of SGST/CGST (or a higher officer) may have reason to
believe that an individual suppressed any transaction or claimed excessive input tax
credit, among other things, to evade tax. The Joint Commissioner will then (in writing)
permit any other CGST/SGST officer to inspect the alleged evader's place of business.
Search & Seizure under GST
The Joint Commissioner of SGST/CGST can order for a search. He will order a search
based on results of inspection (or other reason) if he has reasons to believe –
● Several items could be seized.
● Any papers, books, or other items that have been hidden. These products can
come in handy during court proceedings.
Such incriminating goods and documents can be seized.
Goods in Transit
The person in charge of a vehicle carrying goods exceeding Rs. 50,000 is required to
carry the following documents:
● Invoice or bill of supply or delivery challan
● Copy of e-way bill (hard copy or via RFID)
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The proper officer has the right to seize and inspect goods and documents in transit.
If the items, relevant records, and the vehicle transporting them violate the GST Act,
they will be confiscated. Only after payment of the tax and penalty will the goods be
released.
Before seizing the items, the tax officer must propose the alternative of paying a fine
rather than seizing them.
Compounding of Offences under GST
Compounding crimes is a quick way to avoid going to court. When the accused is
charged with a crime in a criminal court, he or she must appear before the Judge via
an advocate at each hearing. This is both costly and time-consuming.
Compounding eliminates the need for the accused to testify in person and allows them
to be released after paying a compounding fee that cannot exceed the maximum fine
allowed under GST.
Compounding will help you save both time and money. Compounding under GST is
not available in cases where the amount exceeds one crore rupees.
Prosecution under GST
The prosecutor is pursuing civil action against someone in connection with a criminal
charge. An individual who commits an offence with the intent to defraud is subject to
an indictment under the GST, i.e., criminal charges.
A few examples of these offences are1. Issuing an invoice without providing any products or services, thus obtaining
input credit or a refund by deception
2. Obtaining a CGST/SGST refund by deceit
3. False financial statements, papers, or archives, as well as fake tax returns, are
used to avoid paying taxes.
4. Under the GST, assisting another individual in committing fraud is prohibited.
Arrest under GST
Any approved CGST/SGST officer may arrest an individual if the Commissioner of
CGST/SGST believes he has committed a particular offence (click here for the list of
offences for which one can be arrested).
The person who has been arrested will be told of the reason for his detention. In the
event of a cognizable offence, he will appear before the judge within 24 hours.
(Cognizable crimes are those for which the police may arrest a person without an arrest
warrant.) Murder, theft, and counterfeiting are examples of serious crimes.
Appeals
An individual who is dissatisfied with a decision or order made against him under the
GST may file an appeal.
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The First Appellate Authority hears the first appeal against an adjudicating authority's
decision.
If the taxpayer is dissatisfied with the First Appellate Authority's decision, he or she
can appeal to the National Appellate Tribunal, the High Court, and finally the Supreme
Court.
A taxpayer can request an advance ruling under GST to avoid the lengthy process of
appeal and litigation. Before beginning the proposed activity, the taxpayer seeks
guidance from the GST authorities on GST care.
How to Approach the GST Revisional Authority
In India, the Goods and Service Tax (GST) is a relatively new law. Although it has
regulations for an entire indirect tax system ranging from taxation to asset seizure for
compliance, it is not enforced in its entirety. The GST framework is being phased in,
and with the appointment of a Revisional Authority, it is now on par with its direct tax
counterpart. We will discuss the following matters about this topic:
 What is GST revisional authority?
 Who can approach the GST revisional authority?
 When can one approach the GST revisional authority?
 Who has the power to revise the decisions/orders?
 When is the revisional authority not able to exercise its power?
 Time limit to approach the GST Revisional Authority
1. What is GST revisional authority?
A Revisional Authority is a person who has the authority to request and review the
records of any proceedings undertaken by a subordinate officer, as well as to perform
any further investigation he sees fit. In the interest of revenue, the Revisional Authority
may amend the original order, i.e., it can issue an order overruling the order of such
officer.
2. Who can approach the GST revisional authority?
The Revisional Authority has the authority to determine whether or not to act in any
given case. Either the Commissioner of State Taxes or the Commissioner of Union
Territory Taxes has the authority to recommend that the Revisional Authority exercise
its powers. The taxpayer will not be able to contact the GST Revisional Authority;
instead, he will only be granted the opportunity to be heard if an order is issued against
him.
3. When can one approach the GST revisional authority?
The GST Revisional Authority can only use his powers if he believes a decision or
order issued by a subordinate officer is incorrect and detrimental to revenue and:
● Is illegal; or
● Is improper; or
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● Certain material facts have not been taken into account
As a result, one can only approach the Revisional Authority if they have reason to
assume that a subordinate officer has issued an order that is incorrect in the sense that
it is detrimental to revenue.
4. Who has the power to revise the decisions/orders?
The persons with the authority to revise the decisions/orders are as follows:
For decisions or orders passed by
Authorised Revisional Authority
Additional or Joint Commissioner

Principal
Commissioner
Commissioner

or

Deputy Commissioner or Assistant Additional or Joint Commissioner
Commissioner or Superintendent
5. When is the revisional authority not able to exercise its power?
The Revisional Authority cannot exercise its power in the following cases:
● When an Appellate Authority, Appellate Tribunal, High Court, or Supreme
Court has heard an appeal of the applicable order. The Revisional Authority,
on the other hand, will make an order on any point that was not addressed in
the appeal before one year from the date of the order.
● If necessary, the Commissioner has six months from the date of the order to
direct his subordinate officer to file an appeal with the Appellate Authority.
The Revisional Authority will not be able to exercise its authority until the sixmonth period has passed. However, within three years of the date of the
appeal's order, the Revisional Authority will issue an order on any point that
was not raised in the appeal.
● Where more than three years have passed since the passing of the
order/decision sought to be revised.
● The relevant order has already been taken for revision in the past.
● The Revisional Authority has already passed an order.
6. Time limit to approach the GST Revisional Authority
When more than three years have elapsed since the date of the order/decision, the
Revisional Authority cannot take up the case. Furthermore, the time limit for the
Revisional Authority to pass an order in respect of any point not raised and subject to
an appeal before the Appellate Authority, Appellate Tribunal, High Court, or Supreme
Court is one year from the date of such order. As a result, the Revisional Authority
must be notified within this period.
Where the decision/order sought to be amended includes a question on which the
Appellate Tribunal or the High Court has rendered a decision in another proceeding
and an appeal to the High Court or the Supreme Court against such Appellate Tribunal
or High Court decision is pending, the following time expended shall not be taken into
account:
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● Between the date of the Appellate Tribunal's decision and the date of the High
Court's decision; or between the date of the High Court's decision and the date
of the Supreme Court's decision
9.9

ASSESSMENT AND AUDIT UNDER GST

● Self-Assessment under GST (Section 59)Every Registered person shall self-assess the taxes payable on supplies made during
the tax period and file the return of each tax period as per section 39 of the CGST Act.
● Provisional Assessment under GST (Section 60)If a registered person cannot locate the Assessable Value on which tax must be
measured or the applicable amount, the registered person may send a request to the
proper officer to pay the tax using Provisional Assessment. The proper officer may
issue an order specifying the rate and value on which tax must be paid on a provisional
basis within 90 days of receiving the application and necessary documents.
The registered individual must execute the bond and provide surety or protection in
the form of a bank guarantee that does not exceed 25% of the amount protected under
the bond to benefit from Provisional Assessment. (Amount includes any IGST, SGST,
CGST, UTGST, or Cess due in connection with the transaction.)
The proper officer must issue the final assessment order within six months of the date
of the Provisional Assessment order. By recording the reason in writing, the Joint or
Additional Commissioner may extend the date of the final assessment order by a
maximum of another 6 months. The Commissioner may, however, extend the deadline
for another four years.
After making all of the settlements stated in the final assessment order, the registered
individual can apply for the release of protection. After ensuring that the registered
individual has completed all of the settlements specified in the final assessment order,
the proper officer may release the protection within 7 working days of receiving the
application.
● Scrutiny of Returns under GST (Section 61):
When a return filed by a registered individual is chosen for review, the proper officer
examines the returns using the details or data available to him, and if there is a
difference between the return and the available information, the registered person will
be notified of the discrepancy and allowed to explain it.
If no reasonable clarification is received within 30 days of the date of contact of the
discrepancies, effective action will be taken against the registered person as per Section
65, 66, 67 and the dues or penalty if any will be determined as per Section 65, 66, 67
and the dues or penalty will be determined as per Section 65, 66, 67 and the dues or
59

penalty will be determined as per Section 65, 66, 67 and the dues or penalty will be
determined as per Section 65 if any as per Section 73, 74.
●

Assessment of Non-filers of Returns and Unregistered person under GST
(Section 62 and 63):
If a registered person fails to file returns by the specified sections and rules, or a taxable
person fails to obtain registration or has their registration cancelled and is liable to tax,
the proper officer assesses the tax liability to the best of his judgement and issues an
order of best judgement assessment within 5 years of the date of the Annual Return of
the taxable person. Before issuing the best judgement assessment order, the registered
person must be allowed to be heard, and the registered person must file a reply within
15 days of receiving the notice of best judgement assessment.
● Assessment in Special Cases under GST (Section 64):
If the proper officer has proof that there are any anomalies in the tax liability, he can
determine the tax liability in the interest of the revenue with the approval of the Joint
Commissioner or Addl. Commissioners.
If the taxable person on whose behalf the tax obligation is levied is unknown, the
person in charge is responsible for paying the assessed tax and all other dues.
● Audit by Tax Authorities under GST (Section 65):
The Commissioner, or any other officer designated by him by general or special order,
may audit a registered individual for the period specified in the order. The audit must
be performed at the registered person's place of business, and the registered person
must obtain a copy of the order at least 15 days before the audit date.
Within three months of the audit's start date, the proper officer must conclude the audit.
With the Commissioner's approval, the audit duration may be extended for a maximum
of 6 months. Within 30 days of the completion of the audit, the proper officer must
report all results and the reasons for them.
Any default that has been deducted during the audit shall be treated according to
Section 73 or 74.
● Special Audits (Section 66):
If the Assistant Commissioner discovers any deficiencies during a Scrutiny, Enquiry,
Inquiry, or another proceeding, he can, with the prior approval of the Commissioner,
order the registered individual to have his books of accounts reviewed and audited by
a CA or CMA nominated by the Commissioner.
The audit must be completed and a report sent to the Assistant Commissioner within
90 days of the date of the order. On the request of a registered individual, CA, or CMA,
the audit duration may be extended for another 90 days.
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Before moving against the registered person using material collected during the audit,
the registered person must be allowed to be heard.
● Form Number and Description used under Assessment and Audit:
FORM NO.
Description
GST ASMT 01

Application for Provisional Assessment

GST ASMT 02

Additional Documents or Details demand by Proper officer
against ASMT 01

GST ASMT 03

Reply file against ASMT 02

GST ASMT 04

Order Pass to Allow for Provisional Assessment

GST ASMT 05
GST ASMT 06

For execute the bond and furnish the security through bank
guarantee
Calling of Information by the proper officer for Final Assessment

GST ASMT 07

Final Assessment Order

GST ASMT 08

Application for release of security from the proper officer

GST ASMT 09

Order pass for releasing of security

GST ASMT 10

Notice of discrepancies occurred at the time of Scrutiny of Returns

GST ASMT 11

Reply against ASMT 10

GST ASMT 12

Intimation by the proper officer against reply filed in ASMT 11

GST ASMT 13

Order of Assessment as per Section 62

GST ASMT 14

Notice for making the best judgment Assessment

GST ASMT 15

Order of Best Judgment Assessment after giving the opportunity
of being heard

GST ASMT 16

Order of Summary Assessment made under Section 64

GST ASMT 17

Application for Withdrawal of the summary Assessment

GST ASMT 18

The order passed against ASMT 18

GST ADT-01

Notice to the registered person for intimating about Audit.

GST ADT-02

Inform the findings of the Audit by the proper officer to the
registered person

GST ADT-03

Notice about special audit to the registered person

GST ADT-04

Inform the findings of the Audit by the proper officer to the
registered person
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9.10

LET US SUM UP

A GST return is a document that includes all of the information regarding your sales,
transactions, sales tax (output tax), and purchases tax (input tax) (input tax). You must
pay the tax penalty that results from filing GST returns (money that you owe the
government).
Under GST, a registered dealer has to file GST returns that include:
● Purchases
● Sales
● Output GST (On sales)
● Input tax credit (GST paid on purchases)
The tax charged by the consumer on the purchase of products or services is known as
the input tax credit (ITC). The input tax credit is a tax charged at the time of
procurement that is deducted from the debt owed on outward supplies. In other words,
an input tax credit reduces the amount of output tax due on sales.
An individual is liable for a GST refund if he sells products at a lower tax rate and pays
at a higher tax rate. When taxpayers pay more GST (Goods and Service Tax) than they
owe under some circumstances, they can demand a GST refund via a simplified GST
process.
9.11

KEYWORDS

● Input Tax Credit: The tax paid by the buyer on the purchase of goods or services.
Such tax which is paid at the purchase when reduced from liability payable on
outward supplies is known as input tax credit
● Tax Collected at Source: The tax payable by a seller which he collects from the
buyer at the time of sale. Section 206C of the Income-tax act governs the goods
on which the seller has to collect tax from the purchasers.
● GSTN: A nonprofit non-government company, which will provide shared IT
infrastructure and service to both central and state governments including
taxpayers and other stakeholders.
● GST Revisional Authority: Revisional Authority” means an authority appointed
or authorised for revision of decision or orders as referred to in section 108. Those
caught evading taxes are generally subject to criminal charges and substantial
penalties.
● GST Penalties :
● Tax Evasion: An illegal activity in which a person or entity deliberately avoids
paying a true tax liability.
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FURTHER READINGS

● Swain AK & Agrawal – GST: Concepts and Applications, Himalayan Publishing
House.
● GST Manual: Taxman’s Publication Ltd., New Delhi.
● GST and Indirect Taxes, Sanjeet Sharma, V.K. Global Pub. Pvt. Ltd, New Delhi.
● Mishra, Padhi and Bera – Text Books on GST & Practice, Vikas Publishing House
Pvt. Ltd. New Delhi.
● www.profitbooks.net
● taxguru.in
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MODEL QUESTIONS

Q1: Discuss the eligibility and the conditions for claiming ITC under GST.
Q2: Explain the manner of appointment of credit of inputs and input services using
imaginary figures.
Q3: Write the procedure of claiming a GST refund.
Q4: Discuss the situations when a refund may arise under GST.
Q5: When can a person apply for a refund of taxes under GST?
Q6: Explain the various forms used for filing return under GST.
Q7: Write short notes on
a) GSTR - 1 Form
b) GSTR -2 Form
c) GSTR -3B Form
Q8: What are the benefits or purpose of filing returns?
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