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CHAPTER- 9 

Reverse Charge Mechanism 
Q- State person liable to pay GST in the following independent cases provided recipient is located in the 

taxable territory: 

(a)  Services provided by an Arbitral Tribunal to any business entity.  

(b)  Sponsorship services provided by a company to an individual.  

(c)  Renting of immovable property service provided by the Central Government to a business 

entity.  

(d) Services provided by the Director to the Company located in Kashmir. 

(e) Services by members of overseeing committee to Reserve Bank of India. 

  

Answer-  

(a)  Since GST on services provided or agreed to be provided by an arbitral tribunal to any business 

entity located in the taxable territory is payable under reverse charge, in the given case, GST is payable 

by the recipient -business entity.  

(b)  GST on sponsorship services provided by any person to anybody corporate or partnership firm 

located in the taxable territory is payable under reverse charge. Since in the given case, services have 

been provided to an individual, reverse charge provisions will not be attracted. GST is payable under 

forward charge by the supplier — company. 

(c)  GST on services provided or agreed to be provided by the Central Government, State 

Government, Union Territory, or local authority to any business entity located in the taxable territory is 

payable under reverse charge. However, renting of immovable property service is an exception to it. 

Therefore, in the given case, reverse charge provisions will not be attracted. GST is payable under 

forward charge by the supplier - Central Government.  
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(d) Since GST on services provided or agreed to be provided by a Director to any Company located 

in the taxable territory is payable under reverse charge. GST is applicable on whole of India including the 

States of Jammu & Kashmir. In the given case GST is payable by the recipient – Company. 

(e) Since GST on services provided or agreed to be provided by members of Overseeing Committee 

to Reserve Bank of India is payable under reverse charge, in the given case, GST is payable by the 

recipient - Reserve Bank of India. 

 

Q- Can any person other than the supplier or recipient be liable to pay tax under GST? 

Answer- Yes, the Government has specified categories of services on which tax shall be paid by the 

Electronic Commerce Operator, if such services are supplied through it and all the provisions of the GST 

law shall apply to such electronic commerce operator as if he is the person liable to pay tax in relation to 

supply of such services. 

For this purpose, services by way of transportation of passengers by a radio-taxi, motorcab, maxicab and 

motor cycle and services by way of providing accommodation in hotels, inns, guest houses, clubs, 

campsites or other commercial places meant for residential or lodging purposes, except where the 

person supplying such service through electronic commerce operator is liable for registration, supplied 

through ECO have been notified.  

 

Q- M/s X & Sons, tax consultant of Zenson Ltd., have advised them that reverse charge mechanism is 

applicable only to services. Examine the validity of the advice given by M/s X & Sons.  

Answer- This Statement is Incorrect. 

Under Old Law, RCM was applicable on only to Service. But it is not same under GST Law. 

As per section 9(3) of the Central Goods and Services Tax Act, 2017, Reverse Charge mechanism is also 

applicable in respect of Supply of following Goods: 

(1) Cashnew Nuts, not shelled or peeled. 

(2) Bidi Wrapper leaves (Tendu Leaves) 

(3) Tobacco Leaves 



GST PART-II  CA. Raj Kumar 

  
Page 5 

 
  

(4) Silk Yarn 

(5) Used Vehicles, Seized and confiscated goods, old and used goods, waste and scraps. 

Hence Given Statement is incorrect. 

 

Q- A hotel owner provided accommodation in Haryana, through an electronic commerce operator —

Cool Trips. The hotel owner is not liable to get registered as per the provisions of section 22(7) 

of the CGST Act.  

Who is the person liable to pay GST in this case?  

Would your answer be different if the Electronic Commerce Operator Cool Trips does not have a 

physical presence in India?  

Answer-  Government may notify [on them recommendations of the GST Council] specific 

categories of services the tax on intra-State supplies of which shall be paid by the electronic commerce 

operator if such services are supplied through it Services by way of providing accommodation in hotels 

through electronic commerce operator is a -specified service for said purpose.  

Thus, person liable to pay GST in this case is the Electronic Commerce Operator Cool Trips. All the 

provisions of the GST law shall apply to such electronic commerce operator as if he is the supplier liable 

for paying the tax in relation to the supply of such services.  

Cool Trips does not have a physical presence in India, person liable to pay tax is the person representing 

the Electronic Commerce Operator -Cool Trips for any purpose in India.  

 

Q- Specify the list of goods supply of which is chargeable on Reverse charge Basis under GST. 

Answer-   As per section 9(3) of the Central Goods and Services Tax Act, 2017, following are the 

Goods specified by the Central Government, in respect of Intra-State supplies of which the central tax 

shall be paid on reverse charge basis by the recipient 

(1) Cashnew Nuts, not shelled or peeled. 

(2) Bidi Wrapper leaves (Tendu Leaves) 



GST PART-II  CA. Raj Kumar 

  
Page 6 

 
  

(3) Tobacco Leaves 

(4) Silk Yarn 

(5) Used Vehicles, Seized and confiscated goods, old and used goods, waste and scraps. 
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CHAPTER- 10 

INPUT TAX CREDIT 
 

Q- What is input tax?   

Answer- “Input tax” has been defined in section 2 (1) (d) of the IGST Act. Input tax in relation to a 

taxable person, means the {IGST and CGST} in respect of CGST Act and {IGST and SGST} in respect 

of SGST Act, charged on any supply of goods and/or services to him which are used, or are intended to 

be used, in the course or furtherance of his business and 

It also includes tax paid on reverse charge basis and integrated goods and services tax charged on import 

of goods. 

But it does not include tax paid under composition levy. 

 

Q - What is the implication of different definition of“input tax” in three acts viz CGST, SGST and IGST 

Acts? 

Answer- It implies that input tax consists of IGST & CGST in CGST Act and IGST & SGST in SGST 

Act. In the IGST Act, input tax consists of all three taxes namely, IGST, CGST and SGST. 

It further implies that credit of all three can be used for discharging IGST liability, whereas only credit 

of IGST & CGST can be taken in CGST Act and that of IGST & SGST can be taken under SGST Act. 

Further the credit of CGST & SGST cannot be cross-utilized. 
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Q - What is the ITC entitlement of a person who has applied for registration under the Act within 

thirty days from the date on which he becomes liable to registration and has been granted such 

registration?  

Answer- He shall be entitled to take credit of input tax in respect of inputs held in stock and inputs 

contained in semi-finished or finished goods held in stock on the day immediately preceding the date 

from which he becomes liable to pay tax under the provisions of this Act.  

It may be noted that the credit on pre-registration stock would not be admissible if the registration has 

not been obtained within a period of 30 days from the date on which he becomes liable to registration. 

 

 

Q - What is the eligibility of input tax credit on inputs in stock for a person who obtains voluntary 

registration? 

Answer- The person who obtains voluntary registration is entitled to take the input tax credit of input tax 

on inputs in stock, inputs in semi- finished goods and finished goods in stock, held on the day 

immediately preceding the date of registration. 

 

 

Q- What are the conditions necessary for obtaining ITC? 

Answer- Following four conditions are to be satisfied by the registered taxable person for obtaining ITC: 

(a)  he is in possession of tax invoice or debit note or such other taxpaying documents as 

 may be prescribed;  

(b)  he has received the goods or services or both;  

(c)  the supplier has actually paid the tax charged in respect of the supply to the Government; 

and  

(d)  he has furnished the return under section 39.  
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Q- Can a person take ITC without payment of consideration for the supply along with tax to the supplier?  

Answer- Yes, the recipient can take ITC.  

 However, he is required to pay the consideration along with tax within 180 days from the date of 

issue of invoice.  

This condition is not applicable where tax is payable on reverse charge basis. 

 

Q- What is the time limit for taking ITC? 

Answer- Time limit for availing ITC:  

Due date of filing return for the month of September of succeeding financial year i.e. 20th 

October of the next financial year  

Or 

Date of filing of annual return, whichever is earlier. 

 

Q- What is the ITC entitlement of a newly registered person? 

Answer- A person applying for registration can take input tax credit of inputs held in stock and inputs 

contained in semi- finished or finished goods held in stock on the day immediately preceding the 

date of grant of registration.  

If the person was liable to take registration and he has applied for registration within thirty days 

from the date on which he became liable to registration, then ITC of inputs held in stock and 

inputs contained in semi-finished or finished goods held in stock on the day immediately 

preceding the date on which he became liable to pay tax can be taken.  

 

 

Q- LMN & Co, an unregistered supplier under GST wants to claim input tax credit and collect tax. Can it 

do  so? 
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Answer- No, LMN & Co. cannot claim input tax credit and collect tax. A person without GST 

registration can neither collect GST from his customers nor can claim any input tax credit of GST paid 

by him. 

 However, if LMN & Co. nevertheless wants to claim input tax credit and collect tax, it can apply for 

voluntary registration under section 25(3) of CGST Act, 2017. 

 

 

Q - What would be input tax eligibility in case where the goods and/or services supplied by a registered 

taxable person become absolutely exempt? 

Answer- The registered taxable person who supplies goods and / or services which become absolutely 

exempt, has to pay an amount equivalent to the input tax credit in respect of inputs held in stock and 

inputs contained in semi-finished or finished goods held in stock on the day immediately preceding 

the date of such exemption.  

It has also been provided that after payment of the amount on such goods, the balance, if any available 

in electronic credit ledger would lapse.  

 

Q - What would be input tax eligibility in cases where taxable person paying tax under 

section 7 opts to pay tax under Compounding Scheme under Section 8? 

Answer- T he registered taxable person, who was paying tax under section 7 opts to pay tax 

under Compounding Scheme under Section 8, has to pay an amount equivalent to the input 

tax credit in respect of inputs held in stock and inputs contained in semi-finished or finished 

goods held in stock on the day immediately preceding the date of such switch over.  

It has also been provided that after payment of the amount on such goods, the balance, if any 

available in electronic credit ledger would lapse.  

 

Q - Mr. A applies for voluntary registration on 5th June, 2017 and obtained registration 

 



GST PART-II  CA. Raj Kumar 

  Page 
11 

 
  

on 22nd June, 2017. Mr. A is eligible for input tax credit on inputs in stock as on ………….. 

Answer- Mr.  A is eligible for input tax credit on inputs held in stock and inputs contained in 

semi-finished or finished goods held in stock as on 21st June, 2017. 

 

 

Q - When shall a taxable person be not entitled to take input tax credit under sub-

section (2), (2A) or sub-section (3) of Section 16 in respect of any supply of goods and / 

or services to him? 

Answer- He cannot avail ITC after the expiry of one year from the date of issue of tax invoice 

relating to such supply. 

 

Q - Whether the principal is eligible to avail input tax credit of inputs sent to job worker for 

job work? 

Answer- Yes, the principal is eligible to avail the input tax credit on inputs sent to job worker 

for job work. 

 

Q - What is the time period within which the inputs sent for job work has to be received 

back by the principal? 

Answer- 180 days. 

 

Q- Whether principal has to reverse the input tax credit on inputs which have not been 

received back from the job worker within 180 days? 

Answer- Yes, the principal has to reverse the credit along with interest on inputs which have 

not been received back from job worker within 180 days but he can reclaim the credit on 

receipt of inputs. 
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Q- What is the time period within which the capital goods sent for job work has to be 

received back by the principal? 

Answer - Two years. 

 

Q- What is the liability of the principal if the capital goods sent to job worker have not 

been received within 2 years from the date of being sent? 

Answer- Principal has to pay an amount equal to credit taken on such capital goods along 

with interest. But he can reclaim the credit on receipt of inputs. 

 

Q - What is the time limit for taking ITC? 

Answer- ITC cannot be taken beyond the month of September of the following FY to which 

invoice pertains or date of filing of annual return, whichever is earlier. 

The underlying reasoning for this restriction is that no change in return is permitted after 

September of next FY. If annual return is filed before the month of September then no 

change can be made after filing of annual return. 

 

 

 

Q - Is there any negative list on which ITC is not permitted? 

Answer-  Following is the negative list with respect to the admissibility of ITC. It has been 

provided that the ITC on following items cannot be availed: 

(a) motor vehicles, except when they are supplied in the usual course of 

business or are used for providing the following taxable services— 

(i) transportation of passengers, or 

(ii) transportation of goods, or 
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(iii) imparting training on motor driving skills; 

(b) goods and / or services provided in relation to food and beverages, 

outdoor catering, beauty treatment, health services, cosmetic and plastic 

surgery, membership of a club, health and  fitness  center,  life insurance, 

health insurance and travel benefits extended to employees on vacation  

such  as  leave or home travel concession, when such goods and/  or 

services are used primarily for personal use or consumption of any 

employee; 

(c) goods and/or services acquired by the principal in the execution of works 

contract when such contract results in construction of immovable 

property, other than plant and machinery; 

(d) goods acquired by a principal, the property in which is not transferred 

(whether as goods or in some other form) to any other person, which are 

used in the construction of immovable property, other than plant and 

machinery; 

(e) goods and/or services on which tax has been paid under section 8; and 

(f)  goods and/or services used for private or personal  consumption, to the 

extent they are so consumed. 

 

 

Q- What is the tax implication of supply of capital goods by a registered person who had taken ITC on 

such capital goods?  

Answer- In case of supply of capital goods or plant and machinery on which ITC has been taken, 

 the registered person shall pay an amount equal to  

the ITC taken on the said capital goods 

or  
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plant and machinery reduced by 5% per quarter or part thereof from the date of invoice or the tax 

on the transaction value of such capital goods,  

whichever is higher.  

However, in case of refractory bricks, moulds and dies, jigs and fixtures when these are supplied 

as scrap, the person can pay tax on the transaction value.  

 

Q- What happens where the details of inward supplies furnished by the recipient do not match with the 

outward supply details furnished by the supplier in his valid return?  

Answer- In case of mismatch, the communication is made to the both the parties. 

 If the mismatch is not rectified, then the amount will be added to the output tax liability of 

recipient in the return for the month succeeding the month in which discrepancy is 

communicated. 

 

Q- A flying school imports an aircraft for use in its training activity, and takes ITC of the IGST paid on 

the import. The departmental audit raises an objection that aircrafts fall within the definition of 

"conveyance" in section 2(34) of the Act and that ITC is not allowed on conveyances. Offer your 

comments.  

Answer- Under section 17(5) of the CGST Act, ITC is allowed on aircraft  

if they are used to make the taxable supply of imparting training on flying an aircraft. 

Therefore, the credit is correctly taken by flying school. 

 

Q- A taxable person is in the business of information technology. He buys a motor vehicle for use of his 

Executive Directors. Can he avail the ITC in respect of GST paid on purchase of such motor 

vehicle?  

Answer- No. he can not avail ITC in respect of GST paid on purchase of Motor vehicle for use of his 

Directors. 
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 As per section 17(5)(a), ITC on motor vehicles can be availed  

only if the taxable person is in the business of transport of passengers  

or is providing the services of imparting training on driving/flying/navigating motor vehicles  

or is in the business of supply of motor vehicles. 

 

Q- A technical testing agency tests and certifies each batch of machine tools before dispatch by BMT Ltd. 

Some of these tools are dispatched to a unit in a SEZ without payment of GST as these supplies are not 

taxable. The finance personnel of BMT Ltd. want to know whether they need to carry out reversal of ITC 

on the testing agency's services to the extent attributable to the SEZ supplies. Give your comments. 

Answer- Under section 16(2) of the IGST Act, credit of input tax is allowed to be taken for  

inward supplies used to make zero rated supplies. Under section 17 of the CGST Act also, ITC is 

disallowed only to the extent it pertains to supplies used for non-business purposes or supplies other than 

taxable and zero-rated supplies. Supplies to SEZ units are zero rated supplies in terms of section 16(1) of 

IGST Act.  

Thus, full ITC is allowed on inward supplies of BMT Ltd. used for effecting supplies to the unit in the 

SEZ. 

 

Q- A garment factory receives a Government order for making uniforms for a commando unit. This 

supply is exempt from tax under a special notification. The fabric is separately procured for the 

supply, but thread and lining material for the collars are the ones which are used for other taxable 

products of the factory. The turnover of the other products of the factory and exempted uniforms 

in July is Rs. 4 crore and Rs. 7 crore respectively, the ITC on thread and lining material procured 

in July is Rs. 5000 and Rs. 15000 respectively.  

Calculate the eligible ITC on thread and lining material. 

Answer- Thread and lining material are inputs which are used for making taxable as well as exempt 

supplies. Therefore, credit on such items will be apportioned and credit attributable to exempt 

supplies will be added to the output tax liability in terms of rule 43 of the CGST Rules, 2017,  
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Credit attributable to exempt supplies = Common credit x (Exempt turnover/ Total turnover)  

Common credit = Rs. 15,000 + Rs. 5,000 = Rs. 20,000   

Exempt turnover = Rs. 1 crore  

Total turnover = 5 crore [Rs. 1 crore + Rs. 4 crore]  

Credit attributable to exempt supplies = (Rs. 1 crore Rs. 5 crore) x Rs. 20,000 = Rs. 4,000.  

 

Ineligible credit of Rs. 4,000 will be added to the output tax liability for the month of July. Credit of 

16,000 will be eligible credit for the month of July. 

 

Q- Mr. A, a registered person was paying tax under Composition Scheme up to 30th July. However, w.e.f 

31st July, y Mr. A becomes liable to pay tax under regular scheme. Is he eligible for ITC?  

Answer- As per Section 18(1)(c) of the CGST Act, Mr. A is eligible for ITC on inputs held in stock and 

inputs contained in semi-finished or finished goods held in stock and capital goods as on 30th July. 

 ITC on capital goods will be reduced by 5% per quarter or part thereof from the date of invoice. 

 

Q- Comment on the Availability of ITC on following inward supplies in case of a company 

manufacturing shoes?  

Answer-  

a)  Food and beverages  

 

Not Available 

(b)  Outdoor catering  

 

Not Available 

(c)  Health services  

 

Not Available 
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Q- Comment on the Availability of ITC If the goods are received in lots/installment. 

Answer- In such cases, ITC can be availed upon receipt of last Lots/ installment. 

 

Q- What are the possible treatments of ITC Available for banking companies using inputs and input 

services partly for taxable supplies and partly for exempt supplies?  

Answer-  

(a) ITC shall be compulsorily restricted to credit attributable to taxable supplies including zero rated 

supplies  

or 

(b) 50% of eligible ITC on inputs, capital goods, and input service shall be mandatorily taken in a 

month and the rest shall lapse.  

 

Q - What is Input Service Distributor (ISD)? 

Answer- ISD means an office of the supplier of goods and / or services which receives tax invoices 

issued under section 23 towards receipt of input services and issues tax invoice or such other document 

as prescribed for the purposes of distributing the credit of CGST (SGST in State Acts) and / or IGST 

paid on the said services to a supplier of taxable goods and / or services having same PAN as that of the 

office referred to above. For the purpose of distributing the credit, ISD is deemed as supplier of services. 

   

Q - What are the requirements for registration as ISD? 

Answer- An ISD is required to obtain registration as a deemed supplier of services. 

 The threshold limit of registration is not applicable to ISD.  

The registration of ISD under the existing regime (i.e. under Service Tax) would not be migrated in GST 

regime. All the existing ISDs will be required to obtain fresh registrations under new regime in case 

they want to operate as an ISD. 

 

Q - What are the conditions/restrictions for distribution of credit? 
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Answer-  The distribution of credit would be done subject to the following conditions: 

a. Credit should be distributed through tax invoice or other document as 

prescribed; 

b. Amount of credit distributed should not exceed the amount of credit available; 

c. Credit should be distributed only to such suppliers to whom such services are 

attributable; 

d. Credit in respect of services attributable to more than one supplier should be 

distributed proportionately on the basis of turnover of respective supplier during 

the preceding financial year. 

 

Q - Is the ISD required to file return? 

Answer- ISD is required to file monthly return by 13th of the following month in form GSTR-6. 

 

Q - Can a company have multiple ISD? 

Answer- Yes, different offices like marketing division, security division etc. may apply for separate ISD. 

 

Q - Whether CGST and IGST credit can be distributed by ISD as IGST credit to units located in 

different States? 

Answer- Yes, CGST credit can be distributed as IGST and IGST credit can be distributed as IGST by an 

ISD for the units located in different States (Section 17(1)). 

 

Q - Whether SGST credit can be distributed as IGST credit by an ISD to units located in different 

States? 

Answer-Yes, an ISD can distribute SGST credit as IGST for the units located in different States. 

(Section 17(2)). 
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Q - Whether the ISD can distribute the CGST and IGST Credit as CGST credit? 

Answer- Yes, CGST and IGST credit can be distributed as CGST credit by an ISD for the units located 

in same State. 

 

Q - Whether the SGST and IGST Credit can be distributed as SGST credit? 

Answer- Yes, ISD can distribute SGST and IGST credit for the units located in same State. 

 

Q - How to distribute common credit among all the units of an ISD? 

Answer-  The common credit used by all the units can be distributed by ISD on pro rata basis i.e. based 

on the turnover of each unit to the aggregate turnover of all the units to which credit is distributed. 

 

Q- Genie Engineers had a mould delivered directly to a job worker from the supplier for making certain 

precision parts for use in the factory of Genie Engineers. As per agreement, the mould was to 

remain with the job worker as long as work was being sent to him.  

After four years a departmental audit team that visited the job worker noticed the mould and 

traced it to Genie Engineers. GST was demanded from Genie Engineers for taking ITC without 

receiving the mould and furthermore for not bringing the mould back after three years of delivery 

to the job worker. How should they respond to this?  

Answer- Genie Engineers should rely on the following lines: Under section 19(6) of CGST Act, the 

principal may take ITC on capital goods sent to a job worker for job work without being first 

brought to his place of business.  

The capital goods sent for job work should either be returned to the principal or must be supplied 

from the job worker's premises within 3 years from sending them to the job worker or direct 

receipt by the job worker from the supplier. If the above time-lines are not met, it is deemed that 

the capital goods were supplied by the principal to the job worker (in other words, tax will be 

payable on them) on the day they were sent out to the job worker [Section 19(6)].  

However, sub-section (7) of section 19 provides that the time-limit of three years in sub-section 

(6) for bringing back the capital goods from the job worker does not apply to moulds. Hence, 

Genie Engineers have correctly taken the ITC on moulds.  
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Q- Ceramity Ltd. has following units:  

A:  Factory in Hassan, Karnataka; closed from 2017-18 onwards, no turnover.  

B:  Factory in Tumkur, Karnataka; turnover of Rs. 27 crores in 2017-18;  

C:  Service centre in Hyderabad, Telangano; turnover of Rs.1 crore in 2017-18;  

D:  Service centre in Chennai, Tamil Nadu; turnover of Rs. 2 crores in 2017-18;  

 

Ceramity Ltd.'s corporate office functions as ISD. It has to distribute ITC of Rs. 9 lakh for 

December, 2018. Of this, an invoice involving tax of  Rs.3 lakh pertains to technical consultancy 

for Tumkur unit.  

What should be the distribution of the credit?  

Answer- As per rule 39(d) of CGST Rules relating to ITC,  

•  Rs. 3 lakh is attributable to Tumkur unit, and will be transferred to Tumkur unit only.  

•  Of the remaining Rs. 6 lakh, Hassan unit will not be entitled to any credit as ITC is 

distributed to only those recipients which supply goods and /or services.  

•  Rs. 6 lakh have to be distributed among Tumkur unit and the service centres in 

Hyderabad and Chennai in proportion of their turnover in the previous FY, that is, in 

2017-18.  

o  Tumkur unit will get (27 crore / 30 crore) x 6 lakh = Rs. 5.4 lakh;  

o  Hyderabad service centre will get (1 crore /30 crore) x 6 lakh = Rs. 20,000; and  

o  Chennai service centre will get (2 crore /30 crore) x 6 Lakh = Rs. 40,000.  
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 CHAPTER- 11 

RETURNS 
Various Returns- 

1 GSTR:1 Details of Outward 

Supplies 

On or before the 10th of 

Succeeding Month 

2 GSTR:2 Details of inward 

Supplies 

after 10th day but on or 

before 15th day of the 

next month 

3 GSTR:3 

(Periodic Returns) 

Details of inward and 

Outward Supplies 

On or before the 20th of 

Succeeding Month 

4 GSTR:4 Composition Dealer Within 18th days after 

the end of  a Quarter 

5 GSTR: 6 ISD: Input service 

distributor 

On or before the 13th of 

Succeeding Month 

6 GSTR:7 TDS Deductor On or before the 10th of 

Succeeding Month 

7 Annual Return  On or before the 31st 

day of December 

following the end of 

such financial year. 

8 Final Return When Registration is 

cancelled. 

Within three months of 

the date of cancellation 

or date of order of 

cancellation, whichever 

is later 
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Q - What is the purpose of returns? 

Answer- 

a) Mode for transfer of information to tax administration; 

b) Compliance verification program of tax 

administration; 

c) Finalization of the tax liabilities of the taxpayer within stipulated period of 

limitation; to declare tax liability for a given period; 

d) Providing necessary inputs for taking policy decision; 

e) Management of audit and anti-evasion programs of tax administration. 

 

 

Q- What are the key features of return mechanism in GST? 

Answer- The basic features of the return mechanism in GST includes  

 electronic filing of returns,  

 uploading of invoice level information and 

 auto-population of information relating to ITC from returns of supplier to that of 

recipient, invoice-level information matching and auto-reversal of ITC in case of 

mismatch. 

 The returns mechanism is designed to assist the taxpayer to file returns and avail ITC. 

 

Q- What kind of inward supplies are required to be furnished in GSTR-2?  

Answer- The details of inward supplies of goods or services or both furnished in GSTR-2 include the -  
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(a)  invoice wise details of all inter-State and intra-State supplies received from registered 

persons or unregistered persons including supplies taxable under reverse charge;  

(b) import of goods and services made; and  

(c)  debit and credit notes, if any, received by the registered person from suppliers in respect 

of above supplies  

Q- Can recipient feed information in his GSTR-2 which has been missed by the supplier? 

Answer- Yes, the recipient can himself feed the invoices not uploaded by his supplier. 

 The credit on such invoices will also be given provisionally but will be subject to matching. On 

matching, if the invoice is not uploaded by the supplier, both of them will be intimated.  

If the mismatch rectified, provisional credit will be confirmed.  

But if the mismatch continues, amount will be added to the output tax liability of the recipient in 

the returns the month subsequent to the month in which such discrepancy was communicated.  

 

Q- Mr. X, a composition tax payer, did not render any taxable supply during the quarter July-September. 

Is he required to file, any goods and service tax return?  

Answer- Composition tax payer is required to furnish return u/s 39 for every quarter even if no supplies 

have been affected during such period. In other words, filing of Nil return is also mandatory.  

 Therefore, Mr. X is required to file quarterly return even if he did not render any taxable supply 

during the quarter July-September.  

 

Q- If a return has been filed, how can it be revised if some changes are required to be made?  

Answer- In GST since the returns are built from details of individual transactions, there is no requirement 

for having a revised return.  

Any need to revise a return may arise due to the need to change a set of invoices or debit/ credit 

notes. Instead of revising the return already submitted, the system allows changing the details of 

those transactions (invoices or debit/credit notes) that are required to be amended. They can 
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be amended in any of the future GSTR- 1/2 in the tables specifically provided for the purposes of 

amending previously declared details.  

As per section 39(9), omission or incorrect particulars discovered in the returns filed u/s 39 can 

be rectified in the return to be filed for the month/quarter during which such omission or 

incorrect particulars are noticed. Any tax payable as a result of such error or omission will be 

required to be paid along with interest.  

The rectification of errors/omissions is carried out by entering appropriate particulars in 

"Amendment Tables" contained in GSTR-1 and GSTR-2.  

 

Q - Whether the ITC denied can be restored? 

 

Answer- If the supplier uploads the invoice at any time after the reversal but by September of the next 

financial year, the credit reversed earlier gets restored along with refund of the interest paid during 

reversal. 

 

Q - Do tax payers under the composition scheme also need to file GSTR-1 and GSTR-2? 

Answer- No. Composition tax payers do not need to file any statement of outward or inward supplies. 

They have to file a quarterly return in Form GSTR-4 by the 18th of the month after the end of the 

quarter. Since they are not eligible for any input tax  credit, there  is  no  relevance of GSTR-2 for them 

and since they do not pass on any credit to their recipients, there is no relevance of GSTR-1 for them. In 

their return, they have to declare summary details of their outward supplies along with the details of tax 

payment. They also have to give details of their purchases in their quarterly return itself, most of which 

will be auto populated. 

 

 

Q- Mr. A, a regular taxpayer, files his GSTR--1,. GSTR-2 and GSTR-3 for the month of August, 2017 by 

the respective due dates. Mr. A receives a communication from the GST common portal on 28th 

September, 2017 that ITC of 75,000 claimed by him is in excess of the tax declared by Mr. B 
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(supplier concerned) in his valid tax return. Mr. B has filed his Annual Return for financial year 

2077-18 on 10th November, 2018.  

Answer the following questions:  

(i) When is Mr. B required to rectify the discrepancy? Is there any maximum time limit 

beyond which the discrepancy cannot be rectified?  

(ii) What will happen if Mr. B does not rectify the discrepancy?  

 

Answer- (i)  Mr. B can rectify the discrepancy in valid GSTR-3 for the month of September, 2017 in 

 terms of section 42(5).  

As per section 39(9), the maximum time limit for the rectification of the discrepancy is 

the earlier of the following two dates:  

(a)  Due date of filing of return for the month of September following the end of the 

financial year 2017-18 [i.e., 20th October, 2018] or  

(b)  Actual date of filing of the relevant annual return i.e., 10th November, 2018.  

Thus, Mr. B cannot rectify the discrepancy beyond 20th October, 2018.  

(iii) If Mr. B does not rectify the discrepancy in his valid return for September, 2017, the 

excess ITC claimed by Mr. A. will be added in the output tax liability of Mr. A in his 

GSTR-.3 for the month of October, 2017. If Mr. B does not rectify the discrepancy by 

20th October, 2018, Mr. A will never be able to reclaim ITC of Rs. 15,000. 

 

Q- Mr. Y, a registered person, has filed its GSTR-3 for the month of September on 19th November. 

Determine the amount of late fee payable, if any, by Mr. Y.  

Answer- As per section 47, any registered person who fails to furnish, the returns required under section 

39 by the due date is required to pay a late fee of Rs. 100 for every day during which such failure 

continues subject to a maximum amount Rs. 5,000.  

Due date of filing GSTR-3 for a month is 20th day of the succeeding month. Thus, there is a 

delay of 30 days [11 + 19] by Mr. Y in filing of GSTR-3 for the month of September. Hence, late 

fee of Rs. 3,000 (Rs. 100 x 30) will be payable by Mr. Y.  
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Q - How does a taxpayer get the credit of the tax deducted at source on his behalf? Does he need to 

produce TDS certificate from the deductee to get the credit? 

Answer-  Under GST, the deductor will be submitting the deductee wise details of all the deductions 

made by him in his return in Form GSTR-7 to be filed by 10th of the month next to the month in 

which deductions were made.  

The details of the deductions as uploaded by the deductor shall be auto populated in the GSTR-2 of 

the deductee. The taxpayer shall be required to confirm these details in his GSTR-2 to avail the  credit  

for  deductions  made on his behalf.  

To avail this credit he does not require to produce any certificate in physical or electronic form. The 

certificate will only be for record keeping of  the tax payer and can be downloaded from the Common 

Portal. 

 

 

Q- Which type of taxpayers need to file Annual Return? 

 

Answer- All taxpayers filing return in GSTR-1 to GSTR-3, 

 other than  

 ISD’s, 

 casual/nonresident taxpayers, 

 taxpayers under composition scheme,  

 TDS/TCS deductors,  

are required to file an annual return.  

Casual tax payers, non-resident taxpayers, ISDs and persons authorized to deduct/collect tax at source are 

not required to file annual return. 
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Q- Is it compulsory for a taxpayer to file return by himself? 

 

Answer- No. A registered taxpayer can also get his return filed through a Goods and Services Tax 

Practitioner. 

 

Q- Is an Annual Return and a Final Return one and the same? 

Answer- No. Annual Return has to be filed by every registered person paying tax as a normal taxpayer. 

Final Return has to be filed only by those registered persons who have applied for cancellation of 

registration. The Final return has to be filed within three months of the date of cancellation or the date of 

cancellation order. 

 

Q- Do Input Service Distributors (ISDs) need to file separate statement of outward and inward supplies 

with their return? 

Answer- No, the ISDs need to file only a return in Form GSTR-6 and the return has the details of credit 

received by them from the service provider and the credit distributed by them to the recipient units. Since 

their return itself covers these aspects, there is no requirement to file separate statement of inward and 

outward supplies. 

 

Q- How does a taxpayer get the credit of the tax deducted at source on his behalf? Does he need to 

produce TDS certificate from the deductee to get the credit? 

 

Answer- Under GST, the deductor will be submitting the deductee wise details of all the deductions 

made by him in his return in Form GSTR-7 to be filed by 10th of the month next to the month in which 

deductions were made.  

The details of the deductions as uploaded by the deductor shall be auto populated in the GSTR-2 of the 

deductee The taxpayer shall be required to confirm these details in his GSTR-2 to avail the credit for 

deductions made on his behalf.  

To avail this credit, he does not require to produce any certificate in physical or electronic form.  

The certificate will only be for record keeping of the taxpayer and can be downloaded from the 

Common Portal. 
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CHAPTER- 12 

Manner of Payment of GST 
Q- How many types of electronic ledger are there?  

Answer- Electronic Ledgers or E-Ledgers are statements of cash and input tax credit in respect of each 

registered taxpayer. In addition, each taxpayer shall also have an electronic tax liability 

register. Once a taxpayer is registered on Common Portal (GSTN), two e-ledgers (Cash & 

Input Tax Credit ledger) and an electronic tax liability register will be automatically opened and 

displayed on his dash board at all times. 

Following are the main ledgers: 

(a)         Electronic cash ledger 

 (b)  Electronic liability  ledger  

(c)  Electronic credit register  

 

 Q- What is the linkage between GSTN and the authorized Banks? 

Ans. There will be real time two-way linkage between the GSTN and the Core Banking Solution 

(CBS) of the Bank. CPIN is automatically routed to the Bank via electronic string for verification and 

receiving payment and a challan identification number (CIN) is automatically sent by the Bank to the 

Common Portal confirming payment receipt. No manual intervention will be involved in the process 

by any one including bank cashier or teller or the tax payer. 

 

Q- What are the Payments to be made in GST regime? 
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Answer- In the GST regime, for any intra-state supply, taxes to be paid are the Central GST (CGST), 

going into the account of the Central Government) and the State/UT GST (SGST, going into the account 

of the concerned State Government). 

 For any inter-state supply, tax to be paid is Integrated GST (IGST) which will have components of both 

CGST and SGST. 

 In addition, certain categories of registered persons will be required to pay to the government account 

Tax Deducted at Source (TDS) and Tax Collected at Source (TCS). 

 In addition, wherever applicable, Interest, Penalty, Fees and any other payment will also be required to 

be made. 

 

Q- When does liability to pay GST arises? 

Ans. Liability to pay arises at the time of supply of Goods as explained in Section 12 and at the time of 

supply of services as explained in Section13. 

The time is generally the earliest of one of the three events, namely receiving payment, issuance of 

invoice or completion of supply. Different situations envisaged and different tax points have been 

explained in the aforesaid sections. 

 

Q- What is the sequence of payment of tax where that taxpayer has liabilities for previous months 

also? 

Ans. Section 49(8) prescribes an order of payment where the taxpayer has tax liability beyond the 

current return period. 

 In such a situation, the order of payment to be followed is 

(a)  All dues related to previous tax period  

(b)  All dues related to current tax period  
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(c)  Demand raised under section 73 and 74  

 

Q-  What are the main features of GST payment process? 

Answer - The payment processes under GST Act(s) have the following features: 

• Electronically generated challan from GSTN Common Portal in all modes of payment and no 

use of manually prepared challan; 

• Facilitation for the tax payer by providing hassle free, anytime, anywhere mode of payment of 

tax; 

• Convenience of making payment online; 

• Logical tax collection data in electronic format; 

• Faster remittance of tax revenue to the Government Account; 

• Paperless transactions; 

• Speedy Accounting and reporting; 

• Electronic reconciliation of all receipts; 

• Simplified procedure for banks 

• Warehousing of Digital Challan. 

 

Q- Whether time limit for payment of tax can be extended or paid in monthly installments? 

Answer - No, this is not permitted in case of self-assessed liability.  

In other cases, competent authority has been empowered to extend the time period or allow payment in 

installments. (Section 80 of the CGST Act). 
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Q- LP Ltd., obtains registration for paying taxes under section 9 of CGST Act. He asked his tax manager 

to pay taxes on quarterly basis. However, LP Ltd.’s tax manager advised the Co.to pay taxes on monthly 

basis. You are required to examine the validity of the advice given by tax manager? 

Answer- The advice given by tax manager is valid in law. Payment of taxes by the normal tax payer is to 

be  done on monthly basis by the 20th of the succeeding month.  

Cash payments will be first deposited in the Cash Ledger and the tax payer shall debit the ledger while 

making payment in the monthly returns and shall reflect the relevant debit entry number in his return. 

However, payment can also be debited from the Credit Ledger. Payment of taxes for the month of March 

shall be paid by the 20th of April. Composition tax payers will need to pay tax on quarterly basis. 

 

Q- Can one use input tax credit for payment of interest, penalty, and payment under reverse charge?  

Answer- No, one cannot use input tax credit for payment of interest, penalty, and payment under reverse 

charge. 

As per Section 49 (4) of the CGST Act, 2017 the amount available in the electronic credit ledger 

may be used for making any payment towards 'output tax'.  

As per Section 2 (82) of the CGST Act 2017, output tax means, the CGST/SGST chargeable 

under this Act on taxable supply of goods and/or services made by him or by his agent and 

excludes tax payable by him on reverse charge basis.  

Therefore, input tax credit cannot be used for payment of interest, penalty, and payment under reverse 

charge. 

 

Q- Are principles of unjust enrichment applicable for payment made under GST? 

Answer- Yes, as per Section 49 (9) of the CGST Act, 2017 every person who has paid the tax on goods or 

services or both under this Act shall, unless the contrary is proved by him, be deemed to have passed on 

the full incidence of such tax to the recipient of such goods or services or both. 

 

Q- State the name of output tax under GST, where any of the input tax credit under GST can be availed?  
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Answer- IGST, CGST, SGST, UTGST i.e. all input tax credit can be availed against output tax liability 

known as IGST.  

 

Q- What happens if the taxable person files the return but does not make payment of tax? 

Answer - In such cases, the return is not considered as a valid return. Section 2(117) defines a “valid 

return” to mean a return furnished under sub-section (1) of section 39 on which self-assessed tax has been 

paid in full. 

 It is only the valid return that would be used for allowing input tax credit (ITC) to the recipient. 

 In other words, unless the supplier has paid the entire self-assessed tax and filed his return and the 

recipient has filed his return, the ITC of the recipient would not be confirmed. 

 

Q- ABC limited filed the return for GST under section 39(1) for the month of November on 20th, 

December showing self assessed tax of Rs. 2,50,000 which was not paid.  

Explain what are the implications for ABC limited as per relevant provisions?  

Answer- As per section 2(117) of CGST Act, "valid return" means a return furnished under sub-section 

(1) of section 39 on which self-assessed tax has been paid in full.  

Hence, in such a case, the return is not considered as a valid return and also input tax credit will 

not be allowed to the recipient of supplies.  

 

 Q- What is a CPIN? 

Answer - CPIN stands for Common Portal Identification Number (CPIN) given at the time of generation 

of challan. It is a 14-digit unique number to identify the challan. As stated above, the CPIN remains valid 

for a period of 15 days. 

Q - What is a CIN and what is its relevance? 
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Answer - CIN stands for Challan Identification Number. It is a 17-digit number that is 14-digit CPIN plus 

3-digit Bank Code. CIN is generated by the authorized banks/ Reserve Bank of India (RBI) when 

payment is actually received by such authorized banks or RBI and credited in the relevant government 

account held with them. 

 It is an indication that the payment has been realized and credited to the appropriate government account. 

CIN is communicated by the authorized bank to taxpayer as well as to GSTN.  

 

Q - What is an E-FPB?   

Ans. E-FPB stands for Electronic Focal Point Branch. These are branches of authorized banks which are 

authorized to collect payment of GST. Each authorized bank will nominate only one branch as its E-FPB for 

pan India Transactions. The E-FPB will have to open accounts under each major head for all governments. 

Total 38 accounts (one each for CGST, IGST and one each for SGST for each State/UT Govt.) will have to be 

opened. Any amount received by such E-FPB towards GST will be credited to the appropriate account held by 

such EFPB.  

For NEFT/RTGS Transactions, RBI will act as E-FPB. 

 

Q- Who is liable to pay GST? 

 

Answer- General Rule - Supplier of goods or services is liable to pay GST. 

 

Specific circumstances – 

• Import supplies – Recipient of goods or services has to pay tax under reverse charge 

 

• The Government may, on the recommendations of the Council, by notification, specify categories 

of services the tax on intra-State supplies, of which shall be paid by the electronic commerce 

operator, if such services are supplied through it 
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• TDS – If total value of supply under contract > Rs. 2.5 lakhs, then Central and State Government, 

Local authority, Government agencies is liable to deduct TDS and pay the same to the government 

 

• TCS - E-commerce operators are required to collect tax (TCS) on the aggregate value of supply 

reduced by returns in a month 

 

Q- On what amount Interest is payable on and from which Date Interest is calculated? 

 

Answer - Interest is payable on 

(a)  Belated payment of tax  

(b)  Undue/excess claim of input tax credit  

(c)  Undue/ excess reduction in output tax liability  

Interest is calculated from the day following the day on which tax becomes due to be paid. 

 

Q- Which date is considered as date of deposit of the tax dues? 

Answer - The Date of credit of amount in the account of Government From the day following the day on 

which tax becomes due to be paid is considered as the date of deposit of the tax dues. 

 

Q- Write a short note on Electronic Liability Register. 

Answer-  This ledger has details of GST liability. 

The ledger contains the total GST liability and the manner in which it has been paid – in cash or 

through credit. 

The electronic liability register of the person shall be debited by:- 

a. the amount payable towards tax, interest, late fee or any other amount payable as per the 

return furnished by the said person; 
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b. the amount of tax, interest, penalty or any other amount payable as determined by a 

proper officer in pursuance of any proceedings under the Act or as ascertained by the said 

person; 

c. the amount of tax and interest payable as a result of mismatch under section 42 or section 

43 or section 50; or 

d. Any amount of interest that may accrue from time to time. 

 

Q - What is TDS?   

Answer - TDS stands for Tax Deducted at Source (TDS).  

As per section 51, this provision is meant for Government and Government undertakings and other 

notified entities making contractual payments where total value of such supply under a contract 

exceeds ₹ 2.5 Lakhs to suppliers. 

 While making any payments under such contracts, the concerned Government/authority shall deduct 

1% of the total payment made and remit it into the appropriate GST account. 

  

 

Q - How will the Supplier account for this TDS while filing his return? 

Answer - Any amount shown as TDS will be reflected in the electronic cash ledger of the concerned 

supplier. He can utilize this amount towards discharging his liability towards tax, interest fees and any 

other amount. 

 

Q-  What is Tax Collected at Source (TCS)?  

Answer-  This provision is applicable only for E-Commerce Operator under section 52 of CGST/SGST 

Act. Every ECommerce Operator, not being an agent, needs to withhold an amount calculated at the rate 

not exceeding one percent of the “net value of taxable supplies” made through it where the consideration 

with respect to such supplies is to be collected by the operator. Such withheld amount is to be deposited 
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by such E-Commerce Operator to the appropriate GST account by the 10th of the next month. The 

amount deposited as TCS will be reflected in the electronic cash ledger of the supplier. 
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CHAPTER- 13 

INVOICES  
Q-  Sultan Industries Ltd., Delhi, entered into a contract with Prakash Entrepreneurs, Delhi, for 

supply of spare parts of a machine on 7th September. The spore parts were to be delivered on 

30th September. Sultan Industries Ltd. removed the finished spare parts from its factory on 29th 

September. Determine the date by which invoice must be issued by Sultan Industries Ltd. under 

GST law.  

Answer- As per the provisions of section 31, invoice shall be issued before or at the time of removal of 

goods for supply to the recipient, where the supply involves movement of goods. Accordingly, in 

the given case, the invoice must be issued on or before 29th September.  

 

 

Q- MBM Caretakers, a registered person, provides the services of repair and maintenance of 

electrical appliances. On April 7, it has entered into an annual maintenance contract with P for its 

Air Conditioner and Washing Machine. As per the terms of contract, maintenance services will be 

provided on the first day of each quarter of the relevant financial year and payment for the some 

will also be due on the date on which service is rendered. During the year, it provided the services 

on April 1, July 1, October 1, and January 1 in accordance with the terms of contract. When 

should MBM Caretakers issue the invoice for the services rendered?  

Answer- Continuous supply of service means, inter alia, supply of any service which is provided, or 

agreed to be provided continuously or on recurrent basis, under a contract, for a period exceeding 

3 months with the periodic payment obligations.  
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Therefore, the given situation is a case of continuous supply of service as repair and maintenance 

services have been provided by MBM Caretakers on a quarterly basis, under a contract, for a 

period of one year with the obligation for quarterly payment.  

 

In terms of section 31, in case of continuous supply of service, where due date of payment is 

ascertainable from the contract (as in the given case), invoice shall be issued on or before the due 

date of payment.  

 

Therefore, in the given case, MBM Caretakers should issue quarterly invoices on or before April 

1, July 1, October 1, and January 1.  

 

Q- The aggregate turnover of Sangri Services Ltd. exceeded RS. 20 lakh on 12th August. He applied for 

registration on 3rd September and was granted the registration certificate on 6th September. You 

are required to advice Sangri Services Ltd. as to what is the effective date of registration in its 

case. It has also sought your advice regarding period for issuance of Revised Tax Invoices.  

Answer- As per section 25 read with CGST Rules, 2017, where an applicant submits application for 

registration within 30 days from the date he becomes liable to registration, effective date of 

registration is the date on which he becomes liable to registration. Since, Sangri Services Ltd.'s 

turnover exceeded Rs. 20 Iakh on 12th August, it became liable to registration on same day. 

Further, it applied for registration within 30 days of so becoming liable to registration, the 

effective date of registration is the date on which he becomes liable to registration, i.e. 12th 

August.  

As per section 31 read with CGST Rules, 2017, every registered person who has been granted 

registration with effect from a date earlier than the date of  issuance of certificate of registration 

to him, may issue Revised fax Invoices. Revised Tax Invoices shall be issued within 1 month 

from the date of issuance of certificate of registration. Revised Tax Invoices shall be issued 

within 1 month from the date of issuance of registration in respect of taxable supplies effected 

during the period starting from the effective date of registration till the date of issuance of 

certificate of registration.  
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Therefore, in the given case, Sangri Services Ltd. has to issue the Revised Tax Invoices in respect 

of taxable supplies effected during the period starting from the effective date of registration (12' 

August) till the date of issuance of certificate of registration (61" September) within 1 month 

from the date of issuance of certificate of registration, i.e. on or before 6" October.  

 

Q- Shyam Fabrics has opted for composition levy scheme in the current financial year. It has approached 

you for advice whether it is mandatory for it to issue a tax invoice. You are required to advice 

him regarding same. 5. Discuss the provisions relating to issuance of refund voucher under CGST 

Act and rules thereunder.  

Answer- A registered person paying tax under the provisions of section 10 [composition levy] shall issue, 

instead of a tax invoice, a bill of supply containing such particulars and in such manner as may be 

prescribed [Section 31(3)(c) read with CGST Rules, 2017].  

Therefore, in the given case, Shyam Fabrics cannot issue tax invoice. Instead, it shall issue a Bill 

of Supply.  

 

 

 
 


