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3. Various issues relating to implementation of the said sub-rule have been examined and the 

clarification on each of these points is as under: - 

Sl. 

No. 

Issue Clarification 

1. What are the 

invoices/debit notes 

on which the 

restriction under 

rule 36(4) of the 

CGST Rules shall 

apply? 

The restriction of availment of ITC is imposed only in respect of 

those invoices/debit notes, details of which are required to be 

furnished by the suppliers under sub-section (1) of section 37 in 

FORM GSTR – 1 or using the invoice furnishing facility (IFF) and 

which have not been furnished. Therefore, taxpayers may avail full 

ITC in respect of IGST paid on import, documents issued under 

RCM, credit received from ISD etc. which are outside the ambit of 

sub-section (1) of section 37, provided that eligibility conditions for 

availment of ITC are met in respect of the same. The restriction of 

36(4) will be applicable only on the invoices/debit notes on which 

credit is availed after 09.10.2019. 

2. Whether the said 

restriction is to be 

calculated supplier 

wise or on 

consolidated basis? 

The restriction imposed is not supplier wise. The credit available 

under sub-rule (4) of rule 36 is linked to total eligible credit from 

all suppliers against all supplies whose details have been furnished 

by the suppliers. Further, the calculation would be based on only 

those invoices which are otherwise eligible for ITC. Accordingly, 

those invoices on which ITC is not available under any of the 

provision (say under sub-section (5) of section 17) would not be 

considered for calculating 5% of the eligible credit available. 

3. FORM GSTR-2A 

being a dynamic 

document, what 

would be the 

amount of input tax 

credit that is 

admissible to the 

taxpayers for a 

particular tax 

period in respect of 

invoices/ debit 

notes whose details 

The amount of input tax credit in respect of the invoices/debit 

notes whose details have not been furnished by the suppliers shall 

not exceed 5% of the eligible input tax credit available to the 

recipient in respect of invoices or debit notes the details of which 

have been furnished by the suppliers under sub- section (1) of 

section 37 as on the due date of filing of the returns in FORM 

GSTR-1 of the suppliers for the said tax period. The taxpayer may 

have to ascertain the same from his auto populated FORM GSTR 2A 

as available on the due date of filing of FORM GSTR-1 under sub-

section (1) of section 37. 
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Restrictions on use of amount available in electronic credit 
ledger [Rule 86B] [inserted by NN 94/2020 – CT, w.e.f. 
22.12.2020] 

Notwithstanding anything contained in these rules, the registered person shall not use the amount 

available in electronic credit ledger to discharge his liability towards output tax in excess of 99%. of 

such tax liability, in cases where the value of taxable supply other than exempt supply and zero-

rated supply, in a month exceeds Rs. 50,00,000: 

Provided that the said restriction shall not apply where – 

(a) the said person or the proprietor or karta or the managing director or any of its two partners, 
whole-time Directors, Members of Managing Committee of Associations or Board of Trustees, as 
the case may be, have paid more than Rs. 1,00,000 as income tax under the Income-tax Act, 1961 
in each of the last two financial years for which the time limit to file return of income under sub-
section (1) of section 139 of the said Act has expired; or 

(b) the registered person has received a refund amount of more than Rs. 1,00,000 in the preceding 
financial year on account of unutilised input tax credit under clause (i) of first proviso of sub-
section (3) of section 54 [i.e., Zero Rated Supply made without Payment of tax]; or 

(c) the registered person has received a refund amount of more than Rs. 1,00,000 in the preceding 
financial year on account of unutilised input tax credit under clause (ii) of first proviso of sub-
section (3) of section 54 [i.e., cases of Inverted Duty Structure]; or 

(d) the registered person has discharged his liability towards output tax through the electronic cash 
ledger for an amount which is in excess of 1% of the total output tax liability, applied 
cumulatively, upto the said month in the current financial year; or 

(e) the registered person is – 

(i) Government Department; or 

(ii) a Public Sector Undertaking; or 

(iii) a local authority; or 

(iv) a statutory body 

Provided further that the Commissioner or an officer authorised by him in this behalf may remove the 
said restriction after such verifications and such safeguards as he may deem fit. 
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If the proper officer fails to take any action,- 

(a) within a period of fifteen working days from the date of submission of the application, or 

(b) within a period of seven working days from the date of the receipt of the reply to the show 
cause notice, 

the certificate of registration shall stand amended to the extent applied for and the amended 
certificate shall be made available to the registered person on the common portal. 

Example: 

Varun Enterprises, a sole proprietorship firm, is engaged in supply of electrical goods in Delhi. The 
firm is registered under GST. Varun is the proprietor of the firm. He wishes to expand his business 
and his friend – Arun - approaches him to provide additional capital for his business if he is made a 
partner in Varun’s business. 

Varun agrees and changes the constitution of his business and form a partnership firm – Varun Arun 
& Co. Since the change in constitution of business from sole proprietorship firm to partnership firm 
results in change in PAN of the registered person, the partnership firm has to apply for fresh 
registration. The reason for the same is that GSTIN is PAN based. Any change in PAN would 
warrant a new registration. 

10.8 Cancellation, Suspension of Registration And 
Revocation of Cancellation [Section 29 & 30]  

The provisions relating to cancellation of registration and its revocation are contained in sections 29 
& 30 respectively read with rules 20 to 23 of the CGST Rules, 2017: 

 

1. Circumstances where registration is liable to be cancelled [Section 29(1) & (2)] : 

A. Circumstances when the registration can be cancelled either suo motu by proper officer or on 
an application of the registered person or his legal heirs (in case of death of such person) 

(i) Business discontinued 

 Transferred fully for any reason including death of the proprietor 

 Amalgamated with other legal entity 

 Demerged or 














