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COMPARISON OF DIRECT AND INDIRECT TAXES 

Prof. (Dr.) Ravi Kant Swami 

1.1  INTRODUCTION 

In India there are two types of Taxes- Direct and Indirect. Direct Taxes are those in which 

burden lies on the tax payer directly. Whereas in case of Indirect Taxes, the burden of payment 

is indirectly transferred on the tax payer by the seller. 

Lets understand the distinction better. 

1.2  DIRECT TAXES- THE MEANING 

Direct Taxes 
Direct taxes are levied directly on individuals or entities and cannot be shifted to others. The 

liability to pay these taxes falls on the person or entity earning the income or owning the 

property. 

Examples: Income Tax, Corporate Tax, Capital Gains Tax, Wealth Tax (abolished in 2015), 

Securities Transaction Tax, etc. 

Characteristics 
1. Paid by the person/entity on whom the tax liability falls. 

2. The tax burden cannot be transferred to others. 

3. The tax rate is generally progressive, i.e., it increases as the income/wealth increases. 

4. These taxes are filed and paid directly by taxpayers to the government. 

5. The taxpayer has a direct relationship with the tax authority. 

6. These taxes are generally based on the ability to pay principle. 

1.3  INDIRECT TAXES- THE MEANING 

Indirect Taxes 

Indirect taxes are levied on the production, sale, or consumption of goods and services. The 

burden of these taxes can be shifted from the original taxpayer to others as they are passed on in 

the form of increased prices. 

Examples: Goods and Services Tax (GST), Excise Duty, Customs Duty, Value Added Tax 

(VAT), Service Tax (replaced by GST), etc. 

Characteristics 
1. Paid by consumers when they purchase goods or services. 

2. The tax burden can be shifted to others as it is included in the price of the goods or services. 

3. The tax rate can be regressive, meaning it affects low-income individuals proportionately 

more than high-income individuals. 

4. These taxes are collected by intermediaries (manufacturers, traders, service providers) and 

then remitted to the government. 

5. The taxpayer has an indirect relationship with the tax authority. 

6. These taxes are generally based on the consumption principle. 
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INTRODUCTION TO GST IN INDIA 

Prof. (Dr.) Poorva Ranjan 

2.1  INTRODUCTION 

GST- Goods and Services Tax is the latest Indirect tax that has subsumed many indirect taxes 

under its ambit. Let’s understand its meaning and let’s take a look at brief overview of GST Act 

implemented in 2017. 

2.2  GST- MEANING 
GST, or Goods and Services Tax, is a value-added tax levied on the supply of goods and 

services. It is a comprehensive indirect tax system that has replaced multiple indirect taxes 

previously imposed by the Central and State governments in India. Under GST, a single tax is 

levied on the value addition at each stage of the supply chain, from the manufacturer or service 

provider to the final consumer. 

2.3 FEATURES OF GST 
The key characteristic of GST is that it is a destination-based tax, meaning the tax is levied at 

the place of consumption rather than the place of production. It aims to create a seamless and 

unified national market by eliminating barriers to inter-state trade and promoting the free flow 

of goods and services across state borders. 

GST is governed by the Goods and Services Tax Act and administered by the Central and State 

tax authorities. It encompasses three main components: Central Goods and Services Tax 

(CGST) levied by the Central government, State Goods and Services Tax (SGST) levied by the 

State governments, and Integrated Goods and Services Tax (IGST) levied on inter-state 

supplies. 

Under GST, businesses are required to register, maintain proper records, and file regular tax 

returns. Input tax credit is allowed, enabling businesses to offset the tax paid on inputs against 

their tax liability on the final product or service. This eliminates the cascading effect of multiple 

taxes and ensures that the tax burden is only levied on the value added at each stage of the 

supply chain. 

GST has brought about significant changes in the tax landscape, simplifying the tax system, 

promoting transparency, enhancing tax compliance, and fostering economic growth. It is 

considered a landmark tax reform that aims to create a harmonized and efficient indirect tax 

regime in India. 

2.4 GST ACT- PROVISIONS IN BRIEF 
GST stands for Goods and Services Tax, which is a comprehensive indirect tax levied on the 

supply of goods and services in India. It is a single tax that has replaced multiple indirect taxes 

previously imposed by the Central and State governments, simplifying the tax structure and 

promoting a unified national market. The GST regime was introduced in India on July 1, 2017, 

with the enactment of the Goods and Services Tax Act. 

The Goods and Services Tax Act (GST Act) is the legislation that governs the levy and 

administration of the Goods and Services Tax in India. It provides the legal framework for the 

imposition, collection, and regulation of GST. The act was passed by the Parliament of India 

and received the President's assent on September 8, 2016. 
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CONSTITUTIONAL PROVISION OF INDIRECT TAXES 

Ms. Pooja Tripathi 

3.1 INTRODUCTION 

Let’s understand the constitutional Provisions for Indirect Taxes in India before and after GST. 

3.2  CONSTITUTIONAL PROVISION OF INDIRECT TAXES BEFORE GST 
Before the implementation of GST in India, the constitutional provisions governing indirect 

taxes were primarily outlined under the Constitution of India, specifically under the provisions 

related to the powers of the Central and State governments to levy and collect taxes. 

The Constitution provided for the following indirect taxes: 

1. Central Excise Duty: The Central government had the power to levy and collect excise duty 

on the manufacturing of goods. Excise duty was imposed on the production or manufacture 

of goods within the country and was governed by the Central Excise Act, 1944. 

2. Service Tax: The Central government had the authority to levy and collect service tax on 

specified services. Service tax was imposed on the provision of services by service providers 

and was governed by the Finance Act, 1994. 

3. Customs Duty: The Central government had the power to levy and collect customs duty on 

the import and export of goods. Customs duty was imposed on goods imported into or 

exported out of the country and was regulated by the Customs Act, 1962. 

4. Sales Tax / Value Added Tax (VAT): The State governments had the power to levy and 

collect sales tax or VAT on the sale of goods within their respective states. Sales tax/VAT 

was levied on the sale of goods at each stage of the supply chain and varied across states. It 

was governed by state-specific sales tax laws. 

5. Central Sales Tax: The Central government had the authority to levy and collect central 

sales tax on inter-state sales of goods. Central sales tax was imposed on the sale of goods 

between different states and was regulated by the Central Sales Tax Act, 1956. 

The constitutional provisions pertaining to indirect taxes provided the framework for the Central 

and State governments to impose and collect these taxes within their respective jurisdictions. 

However, this system resulted in multiple taxes being levied on the same goods or services at 

different stages of the supply chain, leading to cascading effects and tax-on-tax incidences. 

The introduction of GST aimed to address these challenges by replacing the fragmented indirect 

tax system with a unified and comprehensive tax structure. GST subsumed various indirect 

taxes, both at the Central and State levels, and provided a common tax base and uniform tax 

rates across the country. It was implemented through the enactment of the Constitution (One 

Hundred and First Amendment) Act, 2016, which introduced Article 246A and Schedule VII to 

the Constitution, granting concurrent powers to the Central and State governments to levy and 

collect GST. 

3.3  CONSTITUTIONAL PROVISIONS FOR INDIRECT TAXES AFTER GST 

IMPLEMENTATION 

After the implementation of GST in India, the constitutional provisions governing indirect taxes 

were modified to accommodate the new tax regime. The constitutional provisions related to 

indirect taxes are primarily outlined in the Constitution of India, specifically under the 

provisions related to the powers of the Central and State governments to levy and collect taxes. 
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BASIC CONCEPTS OF SUPPLY 

Dr. Shalini Gautam 

4.1 INTRODUCTION 

The Concept of Goods and Services Tax depends upon understanding the place of supply, time 

of supply and so on as in India it depends upon the state of supply and state of demand for better 

levy of taxes. Let’s understand the concept of supply and how is it used in GST. 

4.2  MEANING OF SUPPLY IN GST 
In the context of GST (Goods and Services Tax), the term "supply" refers to the transaction of 

goods or services, including their sale, transfer, barter, exchange, lease, or disposal. The concept 

of supply is crucial in determining the applicability of GST and the tax liability associated with 

it. 

The definition of "supply" under GST is quite broad and encompasses various types of 

transactions. It includes not only the traditional sale of goods and provision of services but also 

other forms of supply such as: 

● Sale: The transfer of ownership of goods for a consideration in the course of business is 

considered a supply. It includes both tangible and intangible goods. 

● Transfer: Any form of transfer, whether voluntary or involuntary, of the right to use goods 

for a consideration falls under the definition of supply. This includes leasing, hiring, or 

renting of goods. 

● Barter or Exchange: When goods or services are exchanged for other goods or services 

without involving money, it is considered a supply. For example, if a furniture manufacturer 

provides furniture to a hotel in exchange for hotel services, it is a barter supply. 

● License or Lease: Granting someone the right to use intellectual property or any other right 

under a license or lease agreement is considered a supply. 

● Disposal: Any form of disposal of goods, whether by way of sale, gift, or any other means, 

is considered a supply. This includes goods withdrawn from business for personal use or for 

distribution as gifts. 

● Importation: Bringing goods into the country from outside its customs territory is 

considered a supply. It attracts Integrated Goods and Services Tax (IGST) in the case of 

inter-state imports. 

● It's important to note that certain transactions are specifically excluded from the definition of 

supply under GST, such as transactions of goods or services for personal use, gifts without 

consideration, and certain activities carried out by employees in the course of their 

employment. 

Understanding the concept of supply is essential for determining the taxability, valuation, and 

compliance requirements under GST. It helps in identifying the relevant taxable event and 

ensures the proper application of GST on various transactions. 
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COMPOSITE AND MIXED SUPPLY: A BRIEF CONCEPT 

Dr. Rashmi Chawla 

5.1 INTRODUCTION 

After understanding the meaning of the word supply, lets jump on to the meaning of composite 

and mixed supply with certain examples and difference between the two. 

5.2 COMPOSITE SUPPLY 

Composite supply refers to a supply that consists of two or more individual goods or services 

that are naturally bundled and provided together as a package. In a composite supply, the 

different components are interdependent and are usually supplied together, with one component 

being the principal supply that determines the tax treatment for the entire package. Here are 

some examples to illustrate composite supply: 

1. Package Tour: A travel agency offers a package tour that includes transportation, 

accommodation, and meals. In this case, the principal supply is the tour package itself, which 

includes all the components. The tax treatment for the entire package will be determined by 

the GST rate applicable to the principal supply (the tour package). 

2. Software with Maintenance Services: A software company sells software to its customers 

along with maintenance and technical support services. The software and the maintenance 

services are naturally bundled as they are interdependent. The software is the principal 

supply, and the GST rate applicable to the software will be applied to the entire package. 

3. Event Management Services: An event management company provides services for 

organizing an event, including venue arrangement, catering, decoration, and entertainment. 

These services are bundled together and form a composite supply. The principal supply 

would typically be the event management services, and the applicable GST rate for event 

management services will be applied to the entire package. 

4. Internet and Cable TV Package: A service provider offers a package that includes both 

internet and cable TV services. The internet and cable TV services are supplied together and 

form a composite supply. The principal supply could be considered as the internet service, 

and the applicable GST rate for internet services will be applied to the entire package. 

5. Mobile Phone with Accessories: A retailer sells a mobile phone along with a screen 

protector, phone case, and earphones as a package deal. The mobile phone and the 

accessories are naturally bundled, and the supply constitutes a composite supply. The 

principal supply would typically be the mobile phone, and the applicable GST rate for 

mobile phones will be applied to the entire package. 

In composite supply, the tax treatment is based on the principal supply, which determines the 

applicable tax rate for the entire bundled package. It is important for businesses to correctly 

identify composite supplies to ensure compliance with GST regulations. 

5.3 MIXED SUPPLY 
Mixed supply refers to a supply that involves the provision of two or more individual goods or 

services together, but they are not naturally bundled. Unlike composite supply, the components 

of a mixed supply can be provided separately and are distinct in nature. Each component retains 

its own identity and can be distinguished from other components. Here are some examples to 

illustrate mixed supply: 
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SERVICES UNDER GST 

Dr. Pooja Sharma 

6.1  INTRODUCTION 

Now, let us understand the meaning of the term “Services” and how is it treated as per 

Provisions of GST. 

6.2  MEANING OF “SERVICES” 
Under GST, the term "services" refers to any activity or transaction that is performed for 

consideration, other than the supply of goods. Services are intangible in nature and include a 

wide range of activities provided by individuals, businesses, or the government. Here are some 

examples of services under GST: 

1. Professional Services: This category includes services provided by professionals such as 

doctors, lawyers, architects, engineers, consultants, accountants, and financial advisors. These 

professionals offer their expertise and knowledge in exchange for a fee. 

2. Transportation and Logistics Services: Services related to transportation and logistics, such 

as freight forwarding, cargo handling, warehousing, courier services, and transportation of 

goods or passengers by road, rail, air, or water, are considered services under GST. 

3. Hospitality and Accommodation Services: Services provided by hotels, restaurants, resorts, 

and other accommodation establishments fall under this category. It includes services like 

accommodation, food and beverages, banquet facilities, and catering services. 

4. Information Technology (IT) Services: IT services encompass a wide range of activities, 

including software development, IT consulting, system integration, software maintenance, data 

processing, cloud computing, and website design and development. 

5. Financial and Banking Services: Services provided by banks, financial institutions, 

insurance companies, stockbrokers, and investment advisors come under this category. It 

includes services like banking transactions, loans, insurance, investment management, and 

financial consulting.\ 

6. Entertainment and Media Services: This category covers services related to entertainment 

and media, such as film production and distribution, broadcasting, event management, music 

concerts, sports events, advertising, and public relations. 

7. Health and Wellness Services: Services provided by hospitals, clinics, diagnostic centers, 

fitness centers, yoga instructors, and healthcare professionals fall under this category. It includes 

medical consultation, diagnostic tests, treatments, wellness programs, and fitness training. 

8. Education and Training Services: Services provided by educational institutions, coaching 

centers, vocational training centers, and private tutors are considered services under GST. This 

includes school education, higher education, skill development programs, coaching classes, and 

professional training. 

9. Consulting and Advisory Services: Services provided by management consultants, legal 

advisors, tax consultants, and business advisors fall under this category. It includes services 

related to business strategy, legal advice, tax planning, compliance, and risk management. 

10. Repair and Maintenance Services: Services provided for the repair and maintenance of 

goods, such as automobile repair services, appliance repair services, and equipment 

maintenance services, are considered services under GST. 
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LEVY AND CHARGE OF GST- PRACTICAL APPLICATION 

Dr. Navya Jain 

7.1 INTRODUCTION 

Let’s see how GST is charged and Levied by the govt from different businesses in India. 

7.2 MEANING OF LEVY OF GST 
Under the Goods and Services Tax (GST) Act in India, the term "levy of GST" refers to the 

legal authority or power given to the Central and State Governments to impose and collect GST 

on the supply of goods and services. Here's a more detailed explanation along with examples: 

1. Imposition of Tax: The GST Act empowers the government to impose and levy GST on 

various types of supplies, including the intra-state and inter-state supplies of goods and services. 

The levy of GST is applicable to all taxable supplies made by registered businesses or persons, 

as specified under the Act. 

Example: When a registered retailer sells a product to a consumer, GST is levied on the 

transaction. The retailer is legally authorized to charge and collect GST from the consumer and 

remit it to the government. 

2. Taxable Events: The GST Act specifies the taxable events or activities on which GST is 

levied. These include the supply of goods or services, import of goods or services, and certain 

specified transactions as outlined in the Act. The levy of GST is triggered when these taxable 

events occur. 

Example: When a service provider charges a fee for providing consulting services to a client, 

the service falls under the taxable event of "supply of services." GST is levied on this 

transaction, and the service provider is required to charge and collect GST from the client. 

3. Tax Rates: The GST Act provides for different tax rates based on the nature of the goods or 

services supplied. The Act specifies the applicable tax rates, such as 5%, 12%, 18%, or 28%, for 

different goods and services. The levy of GST involves determining the appropriate tax rate 

applicable to the specific supply. 

Example: If a restaurant supplies food and beverages to customers, GST is levied on the 

transaction at the applicable tax rate for restaurant services, which is typically 5% or 18%, 

depending on factors such as the type of restaurant and whether it provides air-conditioning. 

4. Compliance and Collection: The levy of GST imposes compliance obligations on registered 

businesses, including the collection of GST from customers, proper invoicing, filing of regular 

GST returns, and remittance of the collected GST to the government within the prescribed 

timelines. 

Example: A manufacturer of electronic goods is required to charge GST on the sale of its 

products to distributors or retailers. The manufacturer must issue GST-compliant invoices to the 

buyers, collect GST from them, and ensure that the collected GST is appropriately reported and 

paid to the government. 

In summary, the levy of GST as per the GST Act involves the legal authority to impose and 

collect GST on the taxable supplies of goods and services. It encompasses the imposition of tax, 

identification of taxable events, determination of tax rates, and compliance with collection and 

reporting requirements. The examples provided illustrate how GST is levied on different types 

of transactions under the GST Act. 
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REGISTRATION UNDER GST- FORMALITIES AND GUIDELINES 

Dr. Khushbu Khurana 

8.1 INTRODUCTION 

Let’s understand how a business can register for GST payment and collection. 

8.2 MEANING OF REGISTRATION UNDER GST 
Registration under Goods and Services Tax (GST) refers to the process by which a person or 

business obtains a unique identification number from the tax authorities. This number, known as 

the Goods and Services Tax Identification Number (GSTIN), is required for engaging in taxable 

supplies of goods or services. Here's a detailed explanation of the meaning of registration under 

GST: 

1. Legal Recognition: Registration under GST is a legal recognition by the tax authorities that a 

person or business is eligible to collect and remit GST on their supplies of goods or services. It 

establishes the taxpayer's presence in the GST system and assigns them a unique identification 

number. 

2. Threshold Limit: The GST Act specifies a threshold limit beyond which a person is required 

to register for GST. In India, this threshold is set at a turnover of Rs. 40 lakhs for businesses 

engaged in the supply of goods (Rs. 20 lakhs for businesses in special category states). For 

certain categories of businesses and individuals, such as interstate suppliers, casual taxable 

persons, and e-commerce operators, the threshold limit is lower. 

3. Compliance Obligations: Registration under GST entails compliance obligations for the 

taxpayer. This includes maintaining proper records of all taxable supplies, issuing GST-

compliant invoices, filing regular GST returns, and remitting the collected GST to the 

government within the prescribed timelines. 

4. Input Tax Credit: Registration under GST allows the taxpayer to claim input tax credit. 

Only registered taxpayers can avail themselves of the benefit of offsetting the GST paid on 

inputs (purchases) against the GST collected on outputs (sales), reducing the overall tax 

liability. 

5. Legal Protection: Registration under GST provides legal protection to the taxpayer. It 

enables the taxpayer to exercise their rights and privileges under the GST Act, such as seeking 

refunds, filing appeals, and participating in GST-related proceedings. 

6. Business Expansion: Registration under GST is essential for businesses looking to expand 

their operations across state boundaries. It allows for the inter-state movement of goods and 

services and enables businesses to comply with the relevant tax provisions of different states. 

7. Voluntary Registration: Even if a person's turnover does not exceed the threshold limit, 

they can voluntarily register under GST. This can provide benefits such as availing input tax 

credit, participating in government tenders, and improving the business's credibility. 

In summary, registration under GST is the process of obtaining a unique identification number 

from the tax authorities, which allows businesses and individuals to engage in taxable supplies 

of goods or services. It establishes their legal recognition, compliance obligations, and access to 

various benefits under the GST system. 
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PROCEDURE OF REGISTRATION- FORMAT AND PROCESS 

Ms. Roli Wadhwa 

9.1 INTRODUCTION 

After understanding the Meaning and Formalities associated to registration lets understand the 

format and the process. 

9.2 FORMAT OF REGISTRATION 

The format of the registration for Goods and Services Tax (GST) typically involves filling out 

an application form with the required information and submitting it online through the GST 

portal. While the specific format may vary slightly depending on the country or jurisdiction, 

here is a general outline of the key components that are typically included in the GST 

registration form: 

1. Applicant Details 

- Legal name of the applicant (individual, partnership, company, etc.) 

- PAN (Permanent Account Number) or tax identification number of the applicant 

- Aadhaar number (for individuals) or identification number (for entities) 

- Contact information, including address, email, and phone number 

2. Business Details 

- Nature of business (manufacturer, service provider, trader, etc.) 

- Description of the goods or services provided 

- Date of commencement of business 

- Business address(es), including the principal place of business and additional branches (if any) 

3. Turnover and Financial Information 

- Estimated turnover for the current financial year 

- Details of turnover for the previous financial year (if applicable) 

- Bank account details, including bank name, account number, and IFSC code 

4. Taxable Person Information 

- Whether the applicant is liable to pay tax or is seeking exemption 

- Details of any existing tax registrations (VAT, service tax, etc.) held by the applicant 

5. Authorized Signatory: 

- Details of the authorized signatory, including name, designation, and contact information 

- Digital signature certificate (if applicable) 

6. Supporting Documents 

- Copies of PAN card, Aadhaar card, or other identification documents 

- Proof of address, such as rent agreement, utility bills, or property tax receipt 

- Business registration documents, such as the partnership deed, certificate of incorporation, or 

memorandum of association 
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PERSON AND TAXABLE PERSON IN GST 

Ms. Shanu Jain 

10.1 INTRODUCTION 

In case of Direct and Indirect tax, there is one term which is common- Person. Person also 

includes two types of persons- Taxable and Non-Taxable. Let’s understand the concept of 

Person and then what is a taxable person? 

10.2 MEANING OF PERSON 
In the context of Goods and Services Tax (GST), the term "person" has a broad and inclusive 

definition. It refers to any individual, company, firm, association of persons (AOP), Hindu 

Undivided Family (HUF), society, trust, or any other entity capable of conducting business or 

undertaking activities that attract GST. 

The definition of "person" under GST is not limited to only natural persons but also 

encompasses various legal entities and organizations. It is important to note that under GST, the 

term "person" is not restricted to only registered entities. It includes both registered and 

unregistered entities that are liable to pay GST or are engaged in taxable activities. 

For instance, "person" can refer to: 

Individuals running a sole proprietorship business. 

Partnerships or firms. 

Companies, including public and private limited companies. 

Associations, clubs, societies, or any other similar organizations. 

Government entities or departments. 

Non-profit organizations or charitable trusts. 

Local authorities, such as municipalities or panchayats. 

The concept of "person" under GST is significant as it helps define the entities and individuals 

who are subject to GST regulations, including registration requirements, tax liability, 

compliance obligations, and entitlements under the GST framework. 

It is worth mentioning that the definition of "person" may vary slightly across different 

jurisdictions or countries that have implemented GST. Therefore, it is important to refer to the 

specific GST laws and regulations of the respective jurisdiction for a precise understanding of 

the term. 
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PAYMENT OF TAX TYPES 

Mr Bhupender Singh 

11.1 INTRODUCTION 

The implementation of Goods and Services Tax (GST) has brought about significant changes in 

the taxation system of many countries, streamlining and simplifying the process of collecting 

taxes. Under the GST framework, the payment of taxes is a crucial aspect that ensures the 

smooth functioning of the system and enables the government to collect revenue efficiently. The 

payment of taxes under GST encompasses various types, each with its own set of rules and 

regulations. Understanding these tax types is essential for businesses and individuals to comply 

with their tax obligations and avoid any penalties or legal consequences. 

In this comprehensive guide, we delve into the different types of taxes under GST and provide 

an in-depth understanding of their payment processes. We explore the various components that 

make up the tax structure, including the Central Goods and Services Tax (CGST), State Goods 

and Services Tax (SGST), Integrated Goods and Services Tax (IGST), and Compensation Cess. 

Each tax type has its own specific purpose and jurisdiction, and it is crucial to grasp the nuances 

of their payment requirements to ensure compliance. Throughout this chapter, we will discuss 

the payment mechanisms for each tax type, including the methods of calculation, due dates, and 

modes of payment accepted by the tax authorities. We will delve into the online payment 

system, which has become a cornerstone of GST implementation, offering convenience, 

transparency, and efficiency in the tax payment process. We will also address any updates or 

amendments made to the payment processes and highlight any recent developments in GST 

legislation that may impact the payment of taxes. 

Additionally, this guide will provide practical insights and examples to help individuals and 

businesses navigate the complexities of GST tax payments. We will discuss common challenges 

and pitfalls that taxpayers may encounter and provide tips and strategies to ensure smooth and 

accurate tax payments. It is essential to have a solid understanding of the payment processes to 

avoid errors, miscalculations, or delays that can lead to penalties or additional tax liabilities. 

Lastly, we will emphasize the importance of maintaining proper records and documentation to 

support the tax payment process. GST compliance requires accurate reporting, record-keeping, 

and reconciliation, which play a crucial role in ensuring transparency and accountability in tax 

payments. We will discuss best practices for record-keeping and offer guidance on how to 

effectively manage tax-related documents to facilitate smooth audits and tax assessments. 

11.2 TYPES 

Under the Goods and Services Tax (GST) regime, the payment of taxes plays a vital role in 

ensuring the smooth operation of the taxation system. GST has revolutionized the way taxes are 

collected, streamlining the process and bringing about greater transparency and accountability. 

To comply with their tax obligations, individuals and businesses need to understand the 

different tax types under GST and the mechanisms for their payment. 

The GST system consists of several tax types, each serving a specific purpose and falling under 

different jurisdictions. The key tax types include the Central Goods and Services Tax (CGST), 

State Goods and Services Tax (SGST), Integrated Goods and Services Tax (IGST), and 

Compensation Cess. These taxes are levied on the supply of goods and services and are 

collected by the respective government authorities. Payment of these taxes involves various 

aspects, such as calculating the tax liability, determining the applicable tax rate, and ensuring 
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ASSESSMENT OF TAX- SELF ASSESSMENT, REASSESSMENT, SUMMARY 

ASSESSMENT, PROVISIONAL ASSESSMENT, AND BEST JUDGEMENT 

ASSESSMENT 

Mr Swaraj Manchanda 

12.1 INTRODUCTION 
The assessment of tax is a fundamental component of any modern tax system. It is the process 

by which governments determine the tax liability of individuals, businesses, and other entities. 

Through this comprehensive evaluation, tax authorities ensure that taxpayers fulfill their 

obligations and contribute their fair share to public finances. The assessment process involves 

examining the relevant financial information and transactions of taxpayers, calculating the 

amount of tax owed, and ensuring compliance with tax laws and regulations. 

In this in-depth guide, we delve into the intricate world of tax assessment, exploring its 

principles, methods, procedures, and challenges. We aim to provide a comprehensive 

understanding of the assessment process, shedding light on its importance, implications, and the 

rights and responsibilities of taxpayers. 

The assessment process encompasses various aspects, including the determination of taxable 

income, allowable deductions, tax rates, and compliance with tax laws. Tax authorities rely on a 

range of sources, such as tax returns, financial statements, supporting documents, and audits, to 

gather the necessary information for assessment. This information is carefully scrutinized, 

ensuring accuracy and consistency to arrive at the correct tax liability. 

There are different types of tax assessments, each with its own application and purpose. Self-

assessment is a common approach in which taxpayers calculate their own tax liability based on 

their income, deductions, and applicable tax rates. In contrast, provisional assessment allows tax 

authorities to make an interim assessment based on the available information when the final 

details are not yet available. Best judgment assessment comes into play when taxpayers fail to 

provide the required information, and tax authorities estimate the tax liability to the best of their 

knowledge and judgment. 

The assessment process is a collaborative effort between taxpayers and tax authorities. It 

involves proper documentation, accurate reporting, and timely submission of tax returns. 

Taxpayers are responsible for maintaining records and supporting documents to substantiate 

their claims and deductions. Tax authorities, on the other hand, are responsible for conducting 

fair and thorough assessments, providing clear guidelines, and ensuring that taxpayers are 

treated equitably. 

Challenges may arise during the assessment process, such as disputes over interpretations of tax 

laws, disagreements on the valuation of assets, or discrepancies in financial reporting. These 

challenges can result in delays, increased compliance costs, and potential legal disputes. It is 

essential for taxpayers to be aware of their rights and avenues for redress, such as the 

opportunity to provide additional information, request a review, or lodge an appeal if they 

believe an assessment is incorrect or unfair. 

Overall, the assessment of tax is a critical element in any tax system, facilitating the collection 

of revenue for governments to provide public services and infrastructure. It ensures equity, 

transparency, and accountability in the tax regime, fostering public trust and confidence. By 

understanding the assessment process, taxpayers can fulfill their obligations effectively, 

maintain compliance, and contribute to the financial stability and development of their 

respective jurisdictions. 
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TAX INVOICE- FORMAT AND RULES 

Ms Priyanshi Jain 

13.1 INTRODUCTION 

In the world of taxation, the tax invoice serves as a vital document that plays a pivotal role in 

recording and validating financial transactions. It serves as evidence of a purchase or sale and 

enables businesses to claim input tax credits while ensuring compliance with tax laws and 

regulations. The format and rules governing tax invoices are of utmost importance, as they 

ensure consistency, accuracy, and transparency in financial transactions, facilitating efficient tax 

administration. 

A tax invoice is particularly significant in the context of goods and services tax (GST) systems, 

where the accurate reporting and recording of transactions are critical. It serves as a formal 

record of the GST charged or collected on the supply of goods or services. Additionally, a tax 

invoice enables businesses to fulfill their obligations in terms of reporting and remitting the 

correct amount of GST to tax authorities. 

The format of a tax invoice is typically governed by specific regulations and guidelines set forth 

by the taxation authorities of a particular jurisdiction. These regulations outline the mandatory 

details that must be included in a tax invoice to ensure its validity and compliance with tax laws. 

Some common mandatory details include the name and address of the supplier and the buyer, a 

unique invoice number, the date of issue, a description of the goods or services supplied, the 

quantity, the rate of GST, and the total amount payable. 

The rules surrounding tax invoices are designed to ensure that businesses maintain accurate and 

transparent financial records, prevent tax evasion or fraud, and facilitate smooth tax audits and 

assessments. Tax authorities rely on tax invoices as a primary source of information to verify 

the accuracy of tax returns and determine the correctness of claimed input tax credits. 

Businesses must adhere to the prescribed format and rules for tax invoices to avoid penalties, 

fines, or other legal consequences. Failure to issue a tax invoice or including incorrect or 

incomplete information may result in a loss of input tax credits, disputes with suppliers or 

buyers, and potential damage to business reputation. 

In this comprehensive guide, we delve into the format and rules governing tax invoices, 

exploring the specific requirements imposed by tax authorities in different jurisdictions. We 

discuss the essential details that must be included, such as the specific wording, formatting, and 

positioning of information. Furthermore, we examine the importance of maintaining accurate 

records, implementing robust invoice management systems, and conducting regular internal 

audits to ensure compliance with tax invoice regulations. 

By understanding the format and rules governing tax invoices, businesses can navigate the 

complex landscape of tax compliance with confidence. They can accurately record and report 

their financial transactions, claim input tax credits, and demonstrate their commitment to 

transparent and compliant business practices. Moreover, compliance with tax invoice 

regulations enhances business relationships, fosters trust with suppliers and buyers, and 

contributes to the overall integrity and efficiency of the tax system. 
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DIFFERENTIATION BETWEEN DEBIT AND CREDIT NOTES 

Ms Shirly Rex 

14.1 INTRODUCTION 

In the realm of taxation, the Goods and Services Tax (GST) system has brought about 

significant changes in the way businesses record and report financial transactions. One essential 

aspect of this system is the use of debit and credit notes, which play a crucial role in rectifying 

errors, adjusting invoices, and maintaining accurate records. Debit notes and credit notes serve 

as official documents that reflect changes in the value of a supply or the tax liability associated 

with a transaction. They provide a mechanism for businesses to make necessary adjustments and 

ensure compliance with GST regulations. In this detailed exploration, we delve into the 

intricacies of debit and credit notes in the GST system, examining their purpose, format, and 

rules. We explore the scenarios in which these notes are issued, the mandatory details to 

include, and the implications for businesses and tax authorities. By understanding the nuances 

of debit and credit notes, businesses can rectify errors promptly, maintain transparent financial 

records, and ensure compliance with GST regulations, thus fostering a robust and efficient 

taxation system. 

14.2 UNDERSTANDING THE DIFFERENCE 
Debit and credit notes are important instruments used in accounting and taxation to record and 

adjust financial transactions. While both types of notes serve similar purposes, there are distinct 

differences between debit and credit notes in terms of their nature, usage, and impact on 

financial records. 

1. Nature and Purpose 

● Debit Note: A debit note is issued when there is an increase in the amount payable by the 

buyer to the seller. It is typically used to rectify undercharged amounts, return of goods, or 

any other situation where the buyer owes additional payment to the seller. 

● Credit Note: A credit note is issued when there is a decrease in the amount payable by the 

buyer to the seller. It is commonly used to adjust overcharged amounts, price discounts, 

returns, or any other situation where the seller owes a refund or reduction in payment to the 

buyer. 

2. Impact on Financial Records 

● Debit Note: When a debit note is issued, it increases the accounts payable of the buyer and 

decreases the accounts receivable of the seller. It reflects an increase in the liability of the 

buyer and reduces the income of the seller. 

● Credit Note: On the other hand, a credit note decreases the accounts payable of the buyer 

and increases the accounts receivable of the seller. It reduces the liability of the buyer and 

increases the income of the seller. 

3. Usage and Scenarios 

● Debit Note: Debit notes are commonly used in situations such as rectifying undercharged 

amounts, billing errors, additional taxes or charges, or when the buyer returns goods to the 

seller. 

● Credit Note: Credit notes are frequently issued for scenarios like overcharged amounts, 

price adjustments, discounts, goods returned by the buyer, or any other circumstances where 

the seller owes a refund or reduction to the buyer. 
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ACCOUNTS AND RECORDS- MEANING AND COMPARISON 

Prof. (Dr.) Ravi Kant Swami 

15.1 INTRODUCTION 

In the world of finance and business, maintaining accurate and comprehensive accounts and 

records is crucial for the success and sustainability of any organization. Accounts and records 

serve as the backbone of financial management, providing a systematic and organized way to 

track, analyze, and report financial transactions. They offer valuable insights into the financial 

health and performance of a business, enabling informed decision-making and ensuring 

compliance with regulatory requirements. 

Accounts refer to the systematic recording and categorization of financial transactions, 

including income, expenses, assets, liabilities, and equity. These accounts are typically 

organized in a chart of accounts, which outlines the specific categories and subcategories used 

to classify transactions. The primary purpose of accounts is to provide a structured framework 

for tracking and summarizing financial data, facilitating the preparation of financial statements 

and reports. 

On the other hand, records encompass a broader scope and encompass various types of 

documentation, beyond just financial transactions. Records include documents such as invoices, 

receipts, contracts, bank statements, tax records, and other relevant paperwork that support and 

validate the financial transactions recorded in the accounts. Records play a crucial role in 

ensuring the accuracy, transparency, and legality of financial transactions. They serve as 

evidence of transactions, provide a historical trail, and are essential for audits, compliance, and 

dispute resolution. 

While accounts and records are closely related, there are notable differences between the two. 

Accounts focus on the systematic recording and classification of financial transactions, while 

records encompass a wider range of documents that support and substantiate those transactions. 

Accounts provide a structured framework for organizing and summarizing financial data, while 

records serve as the underlying evidence and documentation for the transactions recorded in the 

accounts. In essence, accounts represent the organized structure of financial information, while 

records validate and support the information contained within the accounts. 

The comparison between accounts and records underscores the importance of maintaining 

accurate and comprehensive financial documentation. Businesses must establish robust systems 

and processes to capture, organize, and preserve financial records, ensuring they are easily 

accessible, well-organized, and securely stored. By doing so, businesses can effectively manage 

their accounts, provide accurate financial reporting, meet regulatory requirements, and make 

informed decisions based on reliable and trustworthy financial information. 

In conclusion, accounts and records are integral components of financial management, 

providing the structure and supporting documentation necessary to track, analyze, and report 

financial transactions. While accounts focus on the systematic recording and classification of 

financial data, records encompass a broader range of documents that validate and substantiate 

those transactions. By maintaining accurate and comprehensive accounts and records, 

businesses can ensure transparency, compliance, and informed decision-making, ultimately 

contributing to their financial success and stability. 
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INPUT TAX CREDIT UNDER GST- CONDITIONS TO CLAIM 

Prof. (Dr.) Poorva Ranjan 

16.1 INTRODUCTION 

Input tax credit means credit on tax paid for inputs used in production of Goods and or 

rendering of services against the tax paid on final output. Let’s understand this crucial concept 

of GST in detail as it has lots of application in GST mechanism in India. 

16.2 MEANING OF INPUT TAX CREDIT 
Input Tax Credit (ITC) is a mechanism provided under the Goods and Services Tax (GST) 

system that allows registered taxpayers to claim a credit for the tax paid on their purchases of 

goods or services used in the course of their business activities. It is a crucial feature of the GST 

framework that aims to avoid the cascading effect of taxes and ensure that tax is levied only on 

the value addition at each stage of the supply chain. 

In simple terms, Input Tax Credit allows businesses to offset the tax paid on their inputs against 

the tax liability on their outputs. It helps in eliminating the double taxation of goods or services 

that occurs when tax is paid at multiple stages of the supply chain without the ability to claim 

credit for the taxes already paid. 

To claim Input Tax Credit, certain conditions need to be met: 

● The taxpayer should be registered under GST and possess a valid GSTIN. 

● The goods or services on which tax has been paid must have been used or intended to be 

used for business purposes. 

● The taxpayer should possess the valid tax invoice or other prescribed documents that provide 

evidence of the payment of tax. 

● The supplier of goods or services should have filed their GST returns and paid the tax to the 

government. 

Once these conditions are fulfilled, the registered taxpayer can claim the Input Tax Credit by 

offsetting the tax amount paid on purchases against the tax amount to be paid on their sales. The 

eligible credit amount can be utilized to reduce the tax liability in the subsequent tax period. 

Input Tax Credit is an important tool for businesses as it helps them reduce their overall tax 

burden and promotes efficiency in the GST system. It encourages compliance, reduces the cost 

of production, and ensures that taxes are levied only on the value addition made by each 

taxpayer. 

16.3 MEANING OF IMPORTANT TERMS RELATED TO INPUT TAX CREDIT 
Input Tax: It refers to the GST paid by a registered taxpayer on the purchases made for their 

business. This includes GST paid on the purchase of raw materials, capital goods, services, etc. 

Credit: It signifies the benefit or adjustment that a taxpayer can claim for the taxes paid on their 

inputs. 

Thus, Input Tax Credit (ITC) enables businesses to reduce their tax liability by claiming a credit 

for the GST paid on their eligible inputs. The concept of ITC is designed to eliminate the 

cascading effect of taxes and ensures that tax is levied only on the value added at each stage of 

the supply chain. 
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PLACE OF SUPPLY PROVISIONS UNDER GST 

Ms. Pooja Tripathi 

17.1 INTRODUCTION 

Place of supply is an important aspect of GST as it’s a tax levied for inter and intra state sales. 

Let’s understand the concept’s provisions as per GST Act. 

17.2 PLACE OF SUPPLY PROVISIONS 

Under the Goods and Services Tax (GST) system in India, the place of supply provisions 

determines whether a supply is considered an intra-state supply or an inter-state supply. These 

provisions play a crucial role in determining the applicable tax rates and the jurisdiction for tax 

collection. The place of supply provisions differs for goods and services. Here is an overview of 

the place of supply provisions under GST: 

PLACE OF SUPPLY OF GOODS 
a) For goods that are physically moved: The place of supply is determined based on the 

location where the movement of goods terminates. It could be the location of the recipient or 

any other person as directed by the recipient. 

Example: A company in Mumbai sells goods to a customer in Delhi, and the goods are 

physically transported to Delhi. The place of supply is Delhi because that is where the 

movement of goods terminates. 

b) For goods that are not physically moved: The place of supply is the location of the goods 

at the time of delivery to the recipient. 

Example: A company in Hyderabad sells software licenses to a customer in Chennai. As the 

software licenses are not physically moved, the place of supply is Hyderabad where the goods 

(software licenses) are located. 

c) For goods supplied on board a conveyance: The place of supply is the location where the 

goods are taken on board the conveyance for delivery. 

Example: A customer purchases goods from an airline during an international flight. The place 

of supply is the location where the goods (purchased on board) are taken on board the aircraft. 

PLACE OF SUPPLY OF SERVICES 

a) For services provided to registered persons: The place of supply is the location of the 

recipient of services as per the records of the supplier. 

Example: A law firm in Delhi provides legal consultancy services to a registered company in 

Bangalore. The place of supply is Bangalore as that is the location of the recipient. 

b) For services provided to unregistered persons: The place of supply is the location where 

the services are actually performed. 

Example: A salon in Mumbai provides beauty services to an unregistered customer at its 

Mumbai location. The place of supply is Mumbai where the services are performed. 

c) For services related to immovable property: The place of supply is the location where the 

immovable property is situated. 

Example: An architect provides architectural services for the construction of a building located 

in Pune. The place of supply is Pune as that is the location of the immovable property. 
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TIME OF SUPPLY- PROVISIONS UNDER GST 

Dr. Shalini Gautam 

18.1 INTRODUCTION 

Apart from place of supply, the time of supply also affects the levy and charge of GST. Lets 

understand this concept in detail. 

18.2 MEANING OF TIME OF SUPPLY 

Time of supply, also known as the point of taxation, refers to the point in time when goods or 

services are deemed to be supplied or when the liability to pay Goods and Services Tax (GST) 

arises. It is a crucial concept in GST as it determines the applicable tax rates, the period for 

filing returns, and the time at which the tax liability is recognized. The time of supply is 

determined based on specific rules and guidelines mentioned in the GST law. 

The time of supply differs for goods and services and can vary based on different scenarios. The 

following are some common examples of time of supply under GST: 

TIME OF SUPPLY FOR GOODS 
a) Date of issue of invoice: The time of supply is the date on which the supplier issues the 

invoice or the last date on which the invoice should have been issued, whichever is earlier. 

b) Date of receipt of payment: If the payment for the supply is received before the issue of the 

invoice, the time of supply is the date of receipt of payment. 

c) Date of delivery or making available of goods: If the goods are delivered or made available 

to the recipient before the issue of the invoice, the time of supply is the date of delivery or 

making available of goods, whichever is earlier. 

TIME OF SUPPLY FOR SERVICES 
a) Date of issue of invoice: The time of supply is the date on which the supplier issues the 

invoice or the last date on which the invoice should have been issued, whichever is earlier. 

b) Date of receipt of payment: If the payment for the supply is received before the issue of the 

invoice, the time of supply is the date of receipt of payment. 

c) Date of completion of service: If the service is completed before the issue of the invoice, the 

time of supply is the date of completion of service. 

It is important for businesses to determine the correct time of supply to ensure accurate 

calculation and payment of GST. The time of supply provisions help in avoiding any ambiguity 

regarding the liability to pay tax and assist in maintaining proper compliance with GST 

regulations. 

18.3 PROVISIONS UNDER GST LAW FOR TIME OF SUPPLY IN VARIOUS 

SITUATIONS 
Under the Goods and Services Tax (GST) regime, the provisions related to the time of supply 

are specified in the GST law. These provisions determine the point in time when the liability to 

pay GST arises. The time of supply provisions varies for goods and services. Here are the key 

provisions of GST on the time of supply: 

1. Time of Supply of Goods 

a) Date of issue of invoice: The time of supply is the earliest of the following dates: 

- Date of issue of invoice by the supplier 
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VALUATION AND EXEMPTION- GENERAL VALUATION RULES 

Dr. Rashmi Chawla 

19.1 INTRODUCTION 

Let’s understand the procedure of valuation and exemptions applicable in GST Law. 

19.2 VALUATION AND EXEMPTION- GENERAL VALUATION RULES 
Under the Goods and Services Tax (GST) law, the valuation of goods or services is crucial for 

determining the taxable value on which GST is calculated. The GST law provides general 

valuation rules to determine the value of taxable supplies. Here are the general valuation rules 

outlined in the GST law: 

1. Transaction Value 
The transaction value is the primary basis for determining the value of taxable supplies. It is the 

price actually paid or payable for the goods or services when sold between unrelated parties. 

The transaction value includes all costs, expenses, and charges related to the supply, except for 

specific inclusions and exclusions mentioned in the law. 

2. Related Party Transaction 
If the supplier and the recipient are related parties, and the transaction value is not the sole 

consideration for the supply, the value should be determined based on the open market value. 

The open market value is the value that would be determined if the supply were made between 

unrelated parties. 

3. Deductive Value Method 

If the transaction value cannot be determined due to certain reasons, such as the goods being 

supplied on consignment, the GST law provides for a deductive value method. The deductive 

value method calculates the value based on the cost of production, cost of acquisition, or the 

selling price of the goods or services. 

4. Residual Method 

If the value cannot be determined using the above methods, the GST law allows for the use of 

the residual method. The residual method determines the value based on reasonable means, 

considering the nature of the supply, comparable supplies, and other relevant factors. 

It is important for businesses to comply with the valuation rules under the GST law to 

accurately determine the taxable value and calculate the GST liability. The valuation rules 

ensure transparency and consistency in determining the value of supplies, reducing the scope for 

manipulation or under-reporting of taxable value. 

19.3 EXEMPTION RULES UNDER GST LAW 

Under the Goods and Services Tax (GST) law in India, certain goods, services, and categories 

of taxpayers are eligible for exemption from GST. These exemptions are provided to ease the 

tax burden on specific sectors or to promote certain socio-economic objectives. Here are the key 

exemption rules under the GST law: 

1. Threshold Exemption 

Small businesses with an annual turnover below the prescribed threshold are exempt from GST 

registration and payment of GST. The threshold varies for different categories of taxpayers, 

such as regular taxpayers and composition scheme taxpayers. 
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SPECIAL VALUATION RULES- GST VALUATION AND ITS PRACTICAL ISSUES 

Dr. Pooja Sharma 

20.1 INTRODUCTION 

There are certain special circumstances for valuation of GST that require special Valuation rule. 

Let’s see them. 

20.2 SPECIAL VALUATION RULES- MEANING 

Special valuation rules in the context of GST refer to specific provisions or methods that are 

applicable for determining the value of certain types of supplies or transactions. These rules 

deviate from the general valuation rules and provide specific guidelines for valuation purposes. 

Here are a few examples of special valuation rules in GST: 

1. Valuation of Related Party Transactions 

When the supplier and the recipient of goods or services are related parties, the transaction value 

may not be considered an appropriate basis for determining the value. In such cases, the 

valuation should be based on the open market value. The open market value is the value that 

would be determined if the supply were made between unrelated parties. 

2. Valuation of Goods Sent on Approval Basis 

In cases where goods are sent on approval or sale-or-return basis, the valuation should be done 

based on certain guidelines. If the goods are accepted by the recipient, the time of supply and 

valuation will be determined based on the date of acceptance. If the goods are rejected or not 

accepted within a specified period, the time of supply and valuation will be determined based on 

the date of dispatch of goods. 

3. Valuation of Goods on Job Work 

In situations where goods are sent by the principal to a job worker for further processing, the 

value of such goods should include the cost of services provided by the job worker. The cost of 

services can be determined based on either the cost of production or the cost of acquisition of 

goods by the job worker. 

4. Valuation of Services Provided by Associated Enterprises 

In the case of services provided by associated enterprises, the value should be determined based 

on the arm's length price. The arm's length price is the price that would be determined in a 

transaction between unrelated parties under similar circumstances. 

These special valuation rules are designed to address specific scenarios or types of transactions 

that may require a different approach for determining the value of supplies. They ensure that the 

value is determined in a fair and appropriate manner, taking into account the nature of the 

transaction and the relationship between the parties involved. 
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JOB WORK- IMPACT OF GOODS AND SERVICES TAX ON JOB WORK 

Dr. Navya Jain 

21.1 INTRODUCTION 

Let’s understand how GST affects the transactions involving job work where both goods and 

services are involved. 

21.2 MEANING OF JOB WORK 

Job work refers to a process where a principal sends goods or raw materials to a job worker for 

further processing, transformation, or assembly. The job worker performs the specified tasks on 

behalf of the principal and returns the processed goods to the principal. 

In job work, the principal retains ownership of the goods throughout the process, but the job 

worker is responsible for carrying out the required activities. The job worker may use their own 

machinery, tools, and labor to perform the job work. The principal may provide specific 

instructions and specifications regarding the desired outcome of the job work. 

Job work is commonly used in various industries, such as manufacturing, textile, jewelry, and 

more. It allows businesses to outsource certain tasks or processes to specialized job workers 

who have the expertise or resources to efficiently complete the job. 

The concept of job work is also recognized and regulated under the GST (Goods and Services 

Tax) regime. Specific provisions and rules are in place to determine the tax implications, 

invoicing requirements, and other aspects related to job work under GST. 

21.3 IMPACT OF GST ON JOB WORK 
The implementation of GST (Goods and Services Tax) has had a significant impact on job work 

activities. Here are some key impacts of GST on job work: 

1. Clarity and uniformity: GST has brought clarity and uniformity in the taxation of job work. 

Earlier, different states had different tax structures, leading to complexity and inconsistencies in 

taxation. With the introduction of GST, there is a standardized tax system across the country, 

reducing confusion and ensuring a level playing field for job workers. 

2. Simplified compliance: GST has streamlined the compliance process for job work. Job 

workers are required to register under GST if their aggregate turnover exceeds the threshold 

limit. They are also required to maintain proper records, issue invoices, and comply with GST 

return filing obligations. The online GST portal has made it easier for job workers to fulfill their 

compliance requirements. 

3. Input tax credit (ITC): Under GST, the principal sending goods for job work can claim 

input tax credit on the inputs or raw materials used in the job work process. This helps in 

reducing the overall tax burden for the principal and promotes seamless flow of credit across the 

supply chain. 

4. Removal of cascading effect: GST has eliminated the cascading effect of taxes on job work. 

In the pre-GST era, various taxes such as excise duty, VAT, and service tax were levied on job 

work, leading to a higher tax burden. With GST, these taxes have been subsumed into a single 

tax, eliminating the cascading effect and reducing the overall tax liability. 

5. Easier movement of goods: GST has facilitated the movement of goods for job work across 

state borders. The introduction of the e-way bill system has made it easier to track and monitor 

the movement of goods, ensuring smooth and hassle-free transportation of goods for job work 

purposes. 
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RETURNS UNDER GST- RULES AND PROCEDURES 

Dr. Khushbu Khurana 

22.1 INTRODUCTION 

Like returns are filed in Income tax, same way businesses need to file returns for GST 

compliance. Let’s understand the procedure and rules for the same. 

22.2 MEANING OF GST RETURNS 

GST returns refer to the periodic statements that taxpayers are required to file with the tax 

authorities to report their business activities, sales, purchases, and tax liabilities under the Goods 

and Services Tax (GST) regime. These returns provide crucial information to the tax authorities 

for the assessment and verification of tax liabilities and input tax credits. 

GST returns serve as a means for taxpayers to report their sales, input tax credits claimed, and 

tax payments made during a specific period. They also serve as a mechanism for reconciling the 

tax liabilities declared by the supplier and the input tax credits claimed by the recipient. 

The GST return filing process involves providing details such as outward supplies (sales), 

inward supplies (purchases), and tax paid on those supplies. The returns also include 

information about the input tax credits claimed, adjustments for any corrections or amendments, 

and payment of tax liabilities. 

The frequency and due dates for filing GST returns vary based on the category and turnover of 

the taxpayer. Regular taxpayers typically need to file monthly, quarterly, or annual returns, 

while certain categories of taxpayers, such as small taxpayers, may have simplified return filing 

procedures. 

The GST return filing process is mostly done online through the GST portal or GST-compliant 

software. It is essential for taxpayers to accurately and timely file their GST returns to ensure 

compliance with GST laws, avoid penalties, and maintain proper records of their business 

transactions. 

The GST return filing process plays a vital role in the administration and implementation of 

GST, facilitating the collection of taxes and enabling the tax authorities to monitor and regulate 

tax compliance by businesses. 

22.3 RULES FOR GST RETURN FILING AND PROCEDURES 
In India, businesses registered under the Goods and Services Tax (GST) regime are required to 

file various types of GST returns based on their turnover and registration type. Here are the 

rules for filing GST returns in India: 

1. Frequency of Return Filing 

- Normal taxpayers (regular dealers) are required to file monthly returns, except for small 

taxpayers who can opt for quarterly return filing. 

- Composition scheme taxpayers need to file quarterly returns. 

2. Types of GST Returns 
- GSTR-1: This return is for outward supplies (sales) made by the taxpayer. It needs to be filed 

by the 11th of the following month. 

- GSTR-3B: This is a summary return that includes details of outward and inward supplies and 

the payment of taxes. It needs to be filed by the 20th of the following month. 



 

 

67 

 

Goods and Service Tax BBA 301 ISBN: 978-93-93810-56-4 

Dr. Ravi Kant Swami and Dr. Poorva Ranjan 

23 

STEPS TO FILE RETURNS UNDER GST 

Ms. Roli Wadhwa 

23.1 INTRODUCTION 

In this chapter let’s understand the steps of Filing GST returns. 

23.2 STEPS OF GST RETURN FILING 
The steps for filing GST return in India are as follows: 

1. Determine the GST Return Form 
- Identify the appropriate GST return form based on your business type, turnover, and filing 

frequency. 

2. Gather the Required Information 
- Collect all the necessary information and documents, including sales invoices, purchase 

invoices, and details of input tax credit. 

3. Login to the GST Portal 

- Visit the official GST portal (www.gst.gov.in) and login using your username and password. 

4. Access the Returns Dashboard 
- Navigate to the "Returns Dashboard" section on the GST portal. 

5. Select the Return Form 
- Choose the relevant return form based on your GST registration type and filing period. 

6. Fill in the Details 
- Fill in the required details in the return form, such as your GSTIN, turnover, and invoice-wise 

details of outward supplies (sales) and inward supplies (purchases). 

7. Reconcile Input Tax Credit (ITC) 
- Reconcile the input tax credit claimed with the auto-populated GSTR-2A, which is the 

statement of inward supplies available on the GST portal. 

- Modify the ITC claimed, if necessary, based on the actual purchases made and eligible ITC 

available. 

8. Validate the Return 
- Validate the return form to ensure that all mandatory fields are filled correctly and there are no 

errors or inconsistencies. 

9. Preview the Return 

- Preview the return form to review the details entered and verify their accuracy. 

10. Submit the Return 
- If the return form is accurate and complete, submit it on the GST portal. 

- Once submitted, the return cannot be modified. Any changes or corrections need to be made in 

subsequent return periods. 

11. Make Payment (If Applicable) 
- If there is any tax liability after adjusting input tax credit, make the payment through the GST 

portal using the generated challan. 
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DUE DATES OF RETURN- GST FILING UNDER DUE DATES 

Ms. Shanu Jain 

24.1 INTRODUCTION 

In this chapter we shall see what are the various dates for filing GST returns. 

24.2 MEANING OF DIFFERENT RETURNS IN GST AND THEIR PURPOSE 

1. GSTR-1 (Monthly/Quarterly Return for Outward Supplies) 

- Meaning: GSTR-1 is a return filed by regular taxpayers to provide details of their outward 

supplies of goods and services. 

- Purpose: The purpose of GSTR-1 is to report the details of sales made by the taxpayer, 

including information such as invoice-wise details, taxable value, and applicable taxes. It helps 

in the reconciliation of data between the supplier and the recipient and enables the recipient to 

claim input tax credit (ITC) accurately. 

2. GSTR-3B (Monthly Summary Return) 

- Meaning: GSTR-3B is a monthly summary return filed by regular taxpayers to report their 

summary of outward supplies, input tax credit (ITC) claimed, and payment of tax liability. 

- Purpose: The purpose of GSTR-3B is to provide a summary of the taxpayer's tax liability and 

ITC utilization for a particular tax period. It allows taxpayers to calculate and pay their tax 

liability and claim input tax credit in a simplified manner. 

3. GSTR-4 (Quarterly Return for Composition Taxpayers) 

- Meaning: GSTR-4 is a return filed by taxpayers registered under the Composition Scheme to 

report their quarterly summary of outward supplies. 

- Purpose: The purpose of GSTR-4 is to provide a summary of the taxpayer's outward supplies, 

including taxable value and tax liability. It allows composition taxpayers to comply with GST 

regulations and fulfill their reporting obligations. 

4. GSTR-5 (Monthly Return for Non-Resident Foreign Taxpayers) 

- Meaning: GSTR-5 is a return filed by non-resident taxpayers who are engaged in supplying 

goods or services in India. 

- Purpose: The purpose of GSTR-5 is to report the details of supplies made by non-resident 

taxpayers during a particular tax period. It helps in ensuring compliance by non-resident 

taxpayers and enables the tax authorities to track their activities and tax liabilities. 

5. GSTR-6 (Monthly Return for Input Service Distributors) 

- Meaning: GSTR-6 is a return filed by Input Service Distributors (ISDs) to distribute input tax 

credit (ITC) to their units/receiver taxpayers. 

- Purpose: The purpose of GSTR-6 is to report the details of ITC received by the ISD and the 

distribution of such credit to the respective units. It helps in proper utilization and distribution of 

ITC among the eligible units and ensures transparency in the input tax credit mechanism. 

These are just a few examples of different types of returns in GST. Each return serves a specific 

purpose and facilitates compliance with the GST laws and regulations. 

6. GSTR-5 (Monthly Return for Non-Resident Foreign Taxpayers) 

- Meaning: GSTR-5 is a return filed by non-resident taxpayers who are engaged in supplying 

goods or services in India but do not have a fixed place of business in the country. 
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TAX COLLECTION AT SOURCE- CONCEPTUAL BACKGROUND 

Mr. Bhupender Singh 

25.1 INTRODUCTION 

In this chapter, we will try to understand the concept of Tax Collection at source. What it 

means, how is it collected and how is it paid to Govt. 

25.2 MEANING OF TAX COLLECTED AT SOURCE 

Tax Collection at Source (TCS) is a provision under the Goods and Services Tax (GST) regime 

in which the seller collects tax from the buyer at the time of making a specified sale of goods. 

The collected tax is then deposited with the government. TCS is applicable on specific 

categories of goods and is collected by the seller from the buyer on the total transaction value. 

The main objective of Tax Collection at Source is to track high-value transactions and ensure 

that the applicable tax is collected at the source itself. It helps in reducing tax evasion, 

improving tax compliance, and ensuring proper revenue collection for the government. 

Under TCS, the seller is responsible for collecting the tax and issuing a TCS invoice or receipt 

to the buyer. The collected tax is then paid to the government by the seller within the prescribed 

due dates. The buyer can claim credit for the TCS amount paid while filing their GST returns. 

TCS is applicable on various goods as specified under the GST law, such as alcoholic liquor for 

human consumption, scrap, tendu leaves, timber, minerals, etc. The rates of TCS vary 

depending on the nature of the goods. 

It is important for sellers to comply with the TCS provisions and properly account for the 

collected tax to avoid penalties and legal consequences. Buyers, on the other hand, need to 

ensure that they consider the TCS amount while claiming input tax credit and filing their GST 

returns. It is worth noting that TCS is different from Tax Deducted at Source (TDS), where the 

tax is deducted by the buyer instead of the seller. 

25.3 PROVISIONS OF GST IN RELATION TO TAX COLLECTED AT SOURCE 

Under the Goods and Services Tax (GST) regime, Tax Collected at Source (TCS) is applicable 

on certain specified goods. The rules related to TCS are outlined in the GST law and include the 

following provisions: 

1. Applicability: TCS is applicable on the sale of specified goods such as alcoholic liquor for 

human consumption, scrap, tendu leaves, timber, minerals, etc. The Central Government has the 

authority to notify additional goods on which TCS may be applicable. 

2. Rate of TCS: The rate of TCS is determined by the Central Government and may vary 

depending on the category of goods. The TCS rates are specified in the GST law or notified 

separately by the government. 

3. Collection of TCS: The seller is responsible for collecting the TCS from the buyer at the 

time of sale. The TCS amount is collected over and above the selling price of the goods. 

4. TCS Invoice: The seller is required to issue a TCS invoice or receipt to the buyer, clearly 

indicating the TCS amount collected separately. 

5. TCS Certificate: The seller is required to furnish a TCS certificate to the buyer within a 

specified time period, indicating the details of the TCS collected. The certificate can be issued 

electronically or in physical form. 
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TAX DEDUCTION AT SOURCE- MEANING AND CONCEPT 

Mr Swaraj Manchanda 

26.1 INTRODUCTION 

Tax Deduction at Source (TDS) is a vital mechanism employed by tax authorities to ensure the 

collection of taxes in a systematic and efficient manner. It is a method where a certain 

percentage of tax is deducted by the payer at the time of making payments to the payee, and the 

deducted amount is remitted to the government on behalf of the recipient. TDS serves as a 

means to facilitate the collection of tax at the source itself, thereby reducing the burden of tax 

evasion and promoting timely revenue generation for the government. 

The concept of TDS is widely prevalent in various jurisdictions and is implemented across 

different types of transactions, such as salaries, professional fees, interest payments, dividends, 

and contracts. It requires the payer to deduct the specified percentage of tax from the payment 

being made to the recipient and deposit it with the tax authorities within the prescribed time 

frame. The recipient, in turn, receives the net amount after deduction of tax. 

TDS has several benefits for both the government and taxpayers. From the government's 

perspective, it ensures a steady flow of revenue throughout the year, as tax is deducted at the 

time of payment itself. It helps in minimizing tax evasion and improves tax compliance by 

making individuals and businesses accountable for deducting and remitting taxes. TDS also 

simplifies the tax collection process by eliminating the need for extensive follow-ups and 

assessments. 

For taxpayers, TDS acts as a convenient method of tax payment, as it is deducted at the source 

without the need for separate tax filing or payment. It ensures regular and systematic tax 

payments, reducing the burden of a lump-sum payment at the end of the financial year. 

Additionally, TDS provides individuals and businesses with an opportunity to claim the 

deducted tax as a credit against their overall tax liability, thereby avoiding double taxation. 

The implementation of TDS involves compliance with specific rules and regulations set forth by 

the tax authorities. These rules outline the rates of deduction, threshold limits, filing of TDS 

returns, issuance of TDS certificates, and penalties for non-compliance. It is essential for both 

payers and recipients to have a clear understanding of the TDS provisions applicable to their 

respective transactions to ensure accurate deduction and timely compliance. 

In conclusion, Tax Deduction at Source (TDS) plays a significant role in tax administration by 

ensuring the collection of taxes at the source of income. It serves as an effective tool for the 

government to curb tax evasion, promote tax compliance, and facilitate timely revenue 

generation. For taxpayers, TDS offers the convenience of regular tax payments and the 

opportunity to claim credit for the deducted tax. However, it is crucial for all stakeholders to 

adhere to the TDS provisions and comply with the applicable regulations to ensure seamless 

implementation and avoid any penalties or non-compliance issues. 

26.2 UNDERSTANDING THE MEANING OF TDS 

Tax Deduction at Source (TDS) is a mechanism employed by tax authorities to collect taxes in a 

systematic and efficient manner. It requires the person making payment (referred to as the 

"payer") to deduct a certain percentage of tax from the payment being made to the recipient 

(referred to as the "payee"). The deducted tax amount is then remitted to the government on 

behalf of the payee. TDS is applicable to various types of transactions, including salaries, 

professional fees, interest payments, dividends, and contracts. 
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DEMANDS AND RECOVERY UNDER GST- DETAILED ANALYSIS 

Ms Priyanshi Jain 

27.1 INTRODUCTION 

Demands and recovery under the Goods and Services Tax (GST) system play a crucial role in 

ensuring compliance and the smooth functioning of the tax regime. Demands refer to the 

amount of tax, interest, penalty, or any other dues determined by the tax authorities that are 

payable by the taxpayer. Recovery, on the other hand, involves the process of collecting the 

outstanding dues from the taxpayer. The GST system has specific provisions and mechanisms in 

place to address demands and facilitate recovery in a fair and efficient manner. 

Under GST, demands can arise due to various reasons such as incorrect or incomplete reporting 

of transactions, non-payment or short payment of tax, non-filing or delayed filing of returns, or 

non-compliance with other provisions of the GST law. The tax authorities have the power to 

determine and communicate these demands to the taxpayers through the issuance of demand 

notices. The notices specify the amount payable, the period for which the demand is raised, and 

the reasons for the demand. 

Once a demand is raised, the taxpayer is required to respond to the notice within the stipulated 

timeframe. They have the right to contest the demand by providing necessary explanations, 

supporting documents, or filing an appeal if they believe the demand is incorrect or unjustified. 

The tax authorities carefully examine the taxpayer's response and supporting evidence before 

making a final decision on the demand. 

In cases where the demand is confirmed, the taxpayer is liable to make the payment within the 

specified period. Failure to comply with the payment deadline may result in the initiation of 

recovery proceedings by the tax authorities. Recovery can be carried out through various 

methods, including the adjustment of outstanding dues against refunds, attachment of assets, 

recovery from third parties, or even initiation of legal action if necessary. 

The demands and recovery process in GST aims to strike a balance between tax collection and 

taxpayer rights. It provides a structured framework for addressing any discrepancies or non-

compliance, ensuring that taxpayers fulfill their tax obligations while safeguarding their 

interests. The system emphasizes transparency, accountability, and due process, allowing 

taxpayers to contest demands and seek remedies if they believe they have been wrongly 

charged. 

Overall, demands and recovery under GST form an integral part of the tax administration 

system. It enables the tax authorities to assess and collect the rightful tax dues, promoting 

compliance and revenue generation. At the same time, it provides a fair and transparent 

mechanism for taxpayers to address demands, present their case, and resolve any disputes that 

may arise. The demands and recovery process in GST serves as a cornerstone of the tax system, 

ensuring a level playing field for all taxpayers and maintaining the integrity of the indirect tax 

regime. 

27.2 DETAILED ANALYSIS 

Analysis of Demands and Recovery under GST 

Demands and recovery are critical aspects of the Goods and Services Tax (GST) system, 

ensuring compliance and revenue collection. In this analysis, we will delve into the key factors 

and implications of demands and recovery under GST. 
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INSPECTION, SEARCH AND SEIZURE UNDER GST 

Ms Shirly Rex 

28.1 INTRODUCTION 

Inspection, search, and seizure are powerful tools granted to the tax authorities under the Goods 

and Services Tax (GST) regime to ensure compliance and deter tax evasion. These provisions 

empower tax officers to conduct investigations, gather evidence, and take necessary actions in 

cases where there are suspicions of non-compliance or tax fraud. Inspection, search, and seizure 

play a vital role in maintaining the integrity of the GST system and promoting a level playing 

field for all taxpayers. 

Inspection refers to the process of examining the books of accounts, records, documents, and 

other relevant materials of a taxpayer to verify compliance with GST provisions. It allows tax 

officers to review the financial transactions, input tax credits claimed, tax payments made, and 

other crucial information to ensure accuracy and adherence to the law. Inspections can be 

conducted either on the business premises or at any other place where the taxpayer's records are 

kept. 

Search, on the other hand, involves the exercise of more extensive powers by tax authorities. It 

allows them to enter premises, including the business premises, residential premises, or any 

other premises where they have reasonable grounds to believe that documents, goods, or things 

relevant to the investigation may be found. The objective of a search is to gather evidence and 

seize any material that may be necessary for further examination or legal proceedings. 

Seizure is the process of taking possession of documents, goods, or things during a search 

operation. It enables tax authorities to secure evidence that may be crucial in establishing non-

compliance or tax evasion. Seized items are carefully documented, and a record is maintained to 

ensure transparency and accountability. 

The provisions of inspection, search, and seizure under GST are backed by certain safeguards to 

protect the rights of taxpayers. These safeguards include the issuance of authorization by a 

competent authority, adherence to prescribed procedures, maintaining records of seized items, 

and providing an opportunity for the taxpayer to explain their position. 

The implementation of inspection, search, and seizure provisions in GST acts as a deterrent to 

tax evasion and promotes compliance with the tax laws. It ensures that all taxpayers are treated 

fairly and equitably, preventing undue advantage for those who engage in fraudulent practices. 

Furthermore, it instills confidence in the system and helps maintain a transparent and efficient 

tax administration. 

In conclusion, inspection, search, and seizure provisions are critical components of the GST 

regime, granting tax authorities the necessary powers to investigate non-compliance and tax 

evasion. These provisions play a significant role in upholding the integrity of the GST system, 

ensuring fair treatment for all taxpayers, and maintaining a level playing field. While they 

empower tax authorities, it is essential to strike a balance between their exercise of power and 

safeguarding the rights of taxpayers. 

28.1 UNDERSTANDING FURTHER 
Inspection, search, and seizure are important provisions under the Goods and Services Tax 

(GST) system that empower tax authorities to enforce compliance and deter tax evasion. These 

provisions grant the authorities certain powers to conduct investigations, examine records and 

premises, and seize relevant materials in cases of suspected non-compliance or tax fraud. Let's 

delve into a detailed explanation of each of these provisions: 
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PROVISIONS OF ARREST UNDER GST 

Prof. (Dr.) Ravikant Swami 

29.1 INTRODUCTION 

Under the Goods and Services Tax (GST) regime, the provisions of arrest have been introduced 

to strengthen the enforcement framework and combat tax evasion. The power of arrest is a 

significant tool granted to tax authorities to take strict action against individuals who engage in 

serious tax offenses. The provisions of arrest under GST aim to deter fraudulent activities, 

promote compliance, and safeguard the integrity of the tax system. By allowing tax authorities 

to arrest individuals suspected of tax evasion or non-compliance, these provisions serve as a 

deterrent and send a strong message that strict consequences will be imposed for illegal 

activities. However, it is crucial to strike a balance between the powers granted to tax authorities 

and the protection of individual rights. The provisions of arrest under GST come with certain 

safeguards to ensure that the power is exercised judiciously and in accordance with the 

principles of natural justice. It is important to understand the provisions, criteria, and 

implications of arrest under GST to promote voluntary compliance and maintain the credibility 

of the tax system. 

The provisions of arrest under the Goods and Services Tax (GST) system represent a significant 

and critical aspect of tax enforcement, aiming to curb tax evasion, fraud, and non-compliance. 

These provisions grant the tax authorities the power to arrest individuals under specific 

circumstances where there are reasonable grounds to believe that a person has committed a 

serious offense under GST law. The introduction of arrest provisions in GST emphasizes the 

government's commitment to ensuring a fair and transparent tax administration, deterring illicit 

activities, and promoting compliance among taxpayers. However, the provisions of arrest also 

raise concerns about potential misuse of power and the need to strike a balance between 

enforcing the law and safeguarding individual rights. This raises important questions about the 

conditions under which an arrest can be made, the procedures to be followed, the role of judicial 

oversight, and the rights of the arrested person during the process. In this context, understanding 

the provisions of arrest under GST becomes essential to comprehend the dynamics of tax 

enforcement in the GST era and the implications it holds for both taxpayers and tax authorities. 

29.2 DETAILED ANALYSIS 

The provisions of arrest under the Goods and Services Tax (GST) system empower tax 

authorities to arrest individuals under specific circumstances where there are reasonable grounds 

to believe that a person has committed a serious offense under GST law. These provisions are 

aimed at deterring tax evasion, fraud, and non-compliance, and ensuring a fair and transparent 

tax administration. However, the provisions of arrest must be exercised with caution to strike a 

balance between enforcing the law and safeguarding individual rights. 

1. Conditions for Arrest: Arrest under GST can be made in cases involving cognizable and 

non-bailable offenses where the amount of tax evaded or input tax credit wrongly availed 

exceeds a specified threshold, which is currently set at Rs. 2 crores (subject to variations 

based on notifications by the government). The offenses under GST that can lead to arrest 

include deliberate evasion of tax, fraudulent availment of input tax credit, issuance of fake 

invoices, and money laundering activities related to GST. 

2. Procedure and Authority: Arrest under GST requires a written order from an authorized 

officer, specifying the reasons for arrest. The officer must follow the prescribed procedure 

and guidelines, ensuring that the arrest is made only when there is sufficient evidence and 
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ADVANCE RULING MECHANISM IN GST 

Prof. (Dr.) Poorva Ranjan 

30.1 INTRODUCTION 

The advance ruling mechanism in the Goods and Services Tax (GST) system is a crucial 

component that provides clarity and certainty to taxpayers regarding the interpretation and 

application of GST laws. It is a proactive measure designed to reduce ambiguity and minimize 

disputes by enabling taxpayers to seek authoritative rulings on specific matters related to GST. 

The advance ruling mechanism is a unique feature that empowers taxpayers to obtain a binding 

decision from a designated authority, which helps them make informed decisions, mitigate risks, 

and ensure compliance with the complex GST regulations. 

The objective of the advance ruling mechanism is to create a transparent and predictable tax 

environment by providing a reliable mechanism for taxpayers to seek clarifications on GST 

provisions before engaging in transactions or making decisions that have potential tax 

implications. It serves as a means to avoid unnecessary litigation and promotes a smoother 

implementation of the GST system. 

Under the advance ruling mechanism, taxpayers can seek rulings on a wide range of issues, 

including the classification of goods or services, applicability of GST rates, eligibility for input 

tax credit, tax liability on specific transactions, and interpretation of various provisions of the 

GST law. The rulings issued by the designated authority are binding on both the taxpayer who 

sought the ruling and the tax authorities, providing legal certainty and avoiding contradictory 

interpretations. 

The process of obtaining an advance ruling typically involves the taxpayer submitting an 

application along with relevant documents and facts to the designated authority. The authority 

examines the application, considers the arguments and supporting materials presented, and 

provides a well-reasoned decision in the form of an advance ruling. This ruling is issued within 

a specified timeframe, ensuring timely resolution and guidance for the taxpayer. 

The advance ruling mechanism not only benefits individual taxpayers but also contributes to the 

overall efficiency and effectiveness of the GST system. It promotes consistency in the 

application of GST laws across the country, reduces disputes between taxpayers and tax 

authorities, and enhances compliance by providing clear interpretations of complex provisions. 

Furthermore, the advance ruling mechanism helps to foster a cooperative and trust-based 

relationship between taxpayers and the tax administration, facilitating a smoother 

implementation of the GST system. 

In conclusion, the advance ruling mechanism in GST plays a vital role in providing certainty, 

clarity, and guidance to taxpayers. It is an important tool for ensuring compliance, reducing 

disputes, and promoting a transparent and predictable tax environment. By seeking authoritative 

rulings on specific matters, taxpayers can make informed decisions, mitigate risks, and avoid 

unnecessary litigation. The advance ruling mechanism is a key feature of the GST system that 

empowers taxpayers and contributes to the overall effectiveness and fairness of the tax regime. 

30.2 IN-DEPTH ANALYSIS 

The advance ruling mechanism in the Goods and Services Tax (GST) system is a significant 

provision that allows taxpayers to seek clarifications and rulings on the interpretation and 

application of GST laws. It provides a platform for taxpayers to obtain authoritative and binding 

decisions from a designated authority, ensuring transparency, consistency, and legal certainty in 

the GST regime. 
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APPEAL AND REVISION MECHANISM UNDER GST 

Ms. Pooja Tripathi 

31.1 INTRODUCTION 

In the context of GST, appeal refers to the legal process through which a taxpayer can challenge 

or contest a decision or order issued by the tax authorities. It allows taxpayers to seek a review 

or reconsideration of decisions that they believe are incorrect, unjust, or prejudicial to their 

interests. The appeal process provides a mechanism for resolving disputes and ensuring that 

taxpayers have the opportunity to present their case before an appellate authority or tribunal. 

When a taxpayer is dissatisfied with a decision or order issued by the tax authorities, they can 

file an appeal to the appropriate appellate authority. The appellate authority may be a higher-

level officer within the tax department or an independent appellate tribunal. The purpose of the 

appeal is to provide a fair and impartial review of the case, taking into account the relevant 

laws, regulations, and facts. 

The appeal process typically involves the submission of a written appeal along with supporting 

documents and arguments. The appellate authority or tribunal will examine the appeal, review 

the evidence and arguments presented, and make a decision based on the merits of the case. The 

decision of the appellate authority is final and binding, subject to further appeal to higher courts, 

such as the High Court or the Supreme Court, on questions of law. 

The appeal process in GST aims to provide an opportunity for taxpayers to seek redressal and 

ensure that their rights are protected. It plays a crucial role in maintaining transparency, fairness, 

and accountability in the administration of GST. By allowing taxpayers to appeal against 

unfavorable decisions, it helps maintain the integrity of the tax system and promotes compliance 

with GST laws. 

31.2 MEANING OF REVISION MECHANISM IN GST 
In the context of GST, the revision mechanism refers to the provision that allows a taxpayer to 

seek a review or revision of a decision or order passed by the tax authorities. It provides an 

avenue for taxpayers to request a re-evaluation of a decision if they believe it is incorrect, 

incomplete, or unjust. 

The revision mechanism in GST is a remedial measure provided to ensure fairness and rectify 

errors or omissions that may have occurred during the assessment, adjudication, or other 

processes carried out by the tax authorities. It allows taxpayers to bring any issues or 

discrepancies to the attention of the competent authority and seek a reconsideration of the 

decision. 

The process of revision generally involves the filing of an application by the taxpayer, along 

with supporting documents and grounds for seeking revision. The competent authority, such as 

the Commissioner of Central Tax or Commissioner of State Tax, will review the application, 

examine the relevant records, and make a revised decision based on the merits of the case. The 

objective of the revision process is to correct any mistakes, address any factual or legal errors, 

or provide relief to the taxpayer if warranted. 

It's important to note that the revision mechanism is typically subject to certain conditions and 

time limits prescribed under the GST laws. These conditions may include requirements related 

to the filing of the application within a specified period, payment of any additional taxes or 

penalties due, and the availability of sufficient grounds for seeking revision. 
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AUDIT UNDER GST- GENERAL RULES 

Dr. Shalini Gautam 

32.1 INTRODUCTION 

In this chapter, we shall understand the provisions of auditing of accounts under GST. 

32.2 Provisions of Auditing Under GST 
The provisions of audit under the GST Act refer to the statutory requirements and procedures 

for conducting an audit of a registered taxpayer's books, records, and financial statements by the 

tax authorities. The objective of the audit is to ensure compliance with GST laws, verify the 

accuracy of reported information, and detect any instances of non-compliance, tax evasion, or 

fraudulent activities. 

The provisions of audit under the GST Act include the following key points: 

1. Selection of Taxpayers: The tax authorities have the power to select taxpayers for audit 

based on risk assessment or any other criteria specified by the Act. 

2. Notice and Communication: The taxpayer selected for audit is issued a notice specifying the 

period and manner of the audit. The notice may also require the taxpayer to provide relevant 

records, documents, and information. 

3. Conduct of Audit: The audit is conducted by authorized GST officers who have the power to 

examine the books of accounts, records, documents, and other relevant information of the 

taxpayer. 

4. Audit Findings: After completing the audit, the audit officer prepares an audit report, 

highlighting any discrepancies, non-compliance, or other issues identified during the audit 

process. 

5. Rectification and Response: The taxpayer is provided an opportunity to rectify any errors or 

discrepancies found during the audit and respond to the audit findings within a specified time 

period. 

6. Audit Conclusion: Based on the audit findings and the taxpayer's response, the audit officer 

may take appropriate action, such as initiating recovery proceedings, imposing penalties, or 

recommending further investigation. 

The provisions of audit under the GST Act aim to promote transparency, ensure accuracy in tax 

reporting, and discourage tax evasion. It helps in verifying the correctness of tax liabilities, 

input tax credits claimed, and adherence to the provisions of the GST law by the registered 

taxpayers. 

30.3 EXAMPLE OF PROVISIONS OF AUDITING UNDER GST 

Here is an example of the provisions of auditing under the GST Act: 

Let's consider a hypothetical scenario where XYZ Pvt. Ltd., a registered taxpayer, is selected for 

a GST audit by the tax authorities. The tax officer issues a notice to XYZ Pvt. Ltd., stating the 

period of the audit and the documents and records required for examination. 

During the audit, the authorized GST officer conducts a thorough examination of XYZ Pvt. 

Ltd.'s books of accounts, invoices, purchase records, sales records, and other relevant 

documents. The officer verifies the accuracy of the reported information, reconciles the input 

tax credits claimed with the supporting documents, and assesses the compliance with GST 

regulations. 
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OFFENCES UNDER GST- REGULATIONS 

Dr. Rashmi Chawla 

33.1 INTRODUCTION 

Let’s understand the various types of offences committed by people in business and how GST 

laws recognise these and categorise these. 

33.2 TYPES OF OFFENCES UNDER GST 

Under the GST Act, there are several types of offences that can be committed by taxpayers. 

Some of the common types of offences under the GST Act include: 

1. Failure to obtain registration: Taxpayers who are required to register under GST but fail to 

do so can be charged with an offence. 

2. Failure to file returns: non-filing or late filing of GST returns is considered an offence. This 

includes GSTR-1 (outward supplies), GSTR-3B (summary return), and annual return GSTR-9. 

3. Incorrect information or false statements: Providing incorrect information or making false 

statements in any documents, returns, or records related to GST is an offence. 

4. Evasion of tax: Deliberate acts to evade tax, such as suppression of sales, issuance of fake 

invoices, or claiming ineligible input tax credits, are serious offences. 

5. Contravention of tax invoice rules: Failure to issue a proper tax invoice, issuance of 

incorrect or fake invoices, or failure to maintain proper records of invoices can result in an 

offence. 

6. Improper utilization of input tax credit: Wrongfully utilizing input tax credit for payment 

of taxes or using credit for non-taxable supplies can lead to an offence. 

7. Obstruction of officer: Obstructing or preventing any GST officer from performing their 

duties, including inspection, search, or seizure, is an offence. 

8. Non-compliance with anti-profiteering provisions: Failure to pass on the benefit of 

reduced tax rates or input tax credit to customers as per anti-profiteering provisions can be 

treated as an offence. 

9. Non-maintenance of records: Failure to maintain proper books of accounts, records, or 

other documents required under the GST Act is considered an offence. 

10. Failure to comply with other provisions: Any failure to comply with the provisions 

related to GST registration, payment of taxes, issuance of tax invoices, or other requirements 

specified under the Act can result in an offence. 

It's important to note that the severity of the offences and the penalties associated with them 

may vary depending on the specific provisions of the GST Act and the nature of the non-

compliance. 

33.3 PROVISIONS FOR OFFENCES UNDER GST 

The provisions of the Goods and Services Tax (GST) Act in relation to offences are aimed at 

ensuring compliance and deterring fraudulent or non-compliant activities. The Act specifies 

various offences and the corresponding penalties that can be imposed on offenders. Here are 

some key provisions of the GST Act related to offences: 
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PENALTIES UNDER GST- TYPES AND PROCEDURES 

Dr. Pooja Sharma 

34.1 INTRODUCTION 

Let’s understand the various penalties and how are they Imposed on defaulters under GST Law. 

34.2 MEANING AND TYPES OF PENALTIES UNDER GST 
1. Penalty for late filing of returns: If a taxpayer fails to file their GST returns within the 

specified due date, they are liable to pay a late fee. The amount of the late fee varies depending 

on the time delay and the type of return. 

2. Penalty for incorrect or false information: Providing incorrect or false information in any 

documents, returns, or records related to GST is an offence. The Act specifies penalties for such 

offences, which may include a monetary fine or imprisonment, or both. 

3. Penalty for tax evasion: Engaging in activities to evade taxes, such as issuing fake invoices, 

claiming false input tax credits, or suppressing sales, is considered a serious offence. Offenders 

may face hefty penalties, including substantial fines and imprisonment. 

4. Penalty for non-compliance with anti-profiteering provisions: If a registered person does 

not pass on the benefit of reduced tax rates or input tax credits to the customers, as mandated by 

the anti-profiteering provisions, they can be penalized. The penalty may include a monetary fine 

or cancellation of registration. 

5. Penalty for failure to maintain records: Taxpayers are required to maintain proper books of 

accounts, records, and other documents as specified under the GST Act. Failure to comply with 

these record-keeping requirements can result in penalties, which may include monetary fines. 

6. Penalty for obstruction of officers: Obstructing or preventing a GST officer from 

performing their duties, such as conducting an inspection, search, or seizure, is an offence. 

Offenders may be subject to penalties, including fines and imprisonment. 

7. Suspension and cancellation of registration: In cases of serious non-compliance or 

fraudulent activities, the GST Act empowers the tax authorities to suspend or cancel the 

registration of a taxpayer. This can result in the inability to conduct business operations legally. 

It's important to note that the penalties and consequences for offences under the GST Act may 

vary depending on the nature and severity of the offence. The tax authorities have the discretion 

to impose penalties and take appropriate legal actions to enforce compliance and deter non-

compliant activities. 

MULTIPLE CHOICE QUESTIONS 

1. Which of the following are types of penalties under the GST law? (Select all that apply) 

a) Late filing penalty 

b) Non-compliance penalty 

c) Tax evasion penalty 

d) Obstruction penalty 
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CASES ON OFFENCES AND PENALTIES 

Dr. Navya Jain 

35.1 INTRODUCTION 

Let’s see some case studies on Offences and Penalties. 

35.2 CASES ON OFFENCES 

Case Study 1: Fake Invoices and Input Tax Credit Fraud 

Mr. A owns a trading company registered under GST. He colludes with Mr. B, who operates a 

fictitious company, to commit fraudulent activities. Mr. A issues fake invoices to Mr. B for non-

existent purchases, allowing Mr. B to claim input tax credit (ITC) on these invoices. They repeat 

this process multiple times, accumulating a significant amount of fraudulent ITC claims. 

Case Study 2: Suppression of Sales 

ABC Electronics is a registered dealer of electronic goods. The company engages in the practice 

of suppressing its actual sales figures to reduce its tax liability. They intentionally do not record 

a portion of their sales in their books of accounts and under-report their taxable turnover. As a 

result, they pay less tax than what is due. 

Case Study 3: Non-Compliance with Record-Keeping Requirements 

XYZ Corporation, a manufacturing company, fails to maintain proper books of accounts and 

records as required under the GST law. They do not maintain invoices, purchase records, and 

other supporting documents for their transactions. When audited by the tax authorities, it is 

discovered that XYZ Corporation is not in compliance with record-keeping provisions. 

Case Study 4: Obstruction of GST Officer 

PQR Traders, a wholesale distributor, obstructs a GST officer during an inspection. The officer 

arrives at the business premises for a routine check and requests access to the records and 

premises. However, the company's employees refuse to cooperate, deny access to the records, 

and create obstacles during the inspection process. 

Case Study 5: Non-Filing of GST Returns 
LMN Enterprises, a service provider, fails to file their GST returns within the prescribed due 

dates for consecutive tax periods. They do not file GSTR-3B and GSTR-1 returns, resulting in 

non-compliance with GST return filing requirements. 

These case studies highlight different types of offences that can be committed under the GST 

regime, including fake invoicing, input tax credit fraud, suppression of sales, non-compliance 

with record-keeping requirements, obstruction of GST officers, and non-filing of GST returns. 

Each case demonstrates the violation of specific provisions of the GST law and the potential 

consequences, such as penalties, fines, and even imprisonment, for the offenders involved in 

such activities. 

35.3 CASES OF PENALTIES 

Case Study 1: Late Filing Penalty 
ABC Retailers is a registered business that sells consumer goods. Due to negligence and other 

administrative issues, they consistently fail to file their monthly GST returns within the 

prescribed due dates. As a result, they incur late filing penalties for each delayed return. The 

total penalty amount accumulates over time and has a significant financial impact on the 

business. 
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