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Important Questions with Explanations: 

1. What is Tax Invoice? 

A. A tax invoice is an invoice that contains the details regarding the supplier and recipient 

such as GST identification number, place of supply, place of delivery etc. It is issued by a 

registered dealer to purchaser showing the amount of GST payable. 

2. What are the contents of a Tax Invoice? 

A. The contents of a Tax Invoice are as follows: 

a) Name, Address and GSTIN of the supplier 

b) A consecutive serial number containing alphabets or numerals unique for a financial 

year 

c) Date of its issue 

d) Name , address and GSTIN of the recipient 

e) HSN codes of Goods or Accounting code of services 

f) Description of goods and services 

g) Quantity in case of goods 

h) Total value of supply of goods or services 

i) Taxable value of supply of goods or services 

j) Amount of tax charged in respect of taxable goods 

k) Place of supply along with the name of the state 

l) Address of delivery 

m) Signature or digital signature of the supplier. 

 

3. Under which circumstances Debit note and Credit Note are issued as per GST act? 

A. Issuance of Debit Note:  Where a tax invoice has been issued for supply of goods or 

services; 

• The value declared in the invoice is less than the actual value of goods or services 

• The rate of GST or tax amount charged is at a lower rate than what is applicable for; 

 



then the registered person who has supplied such goods or services shall issue a Debit note to 

the recipient. Once the debit note is issued, the tax liability of the supplier will increase. 

Issuance of Credit Note: Where a tax invoice has been issued for supply of goods or services 

• the value declared in the invoice is more than the actual value of the goods or services 

• the rate of GST or tax amount charged is at a higher rate than what is applicable for 

the kind of goods or services 

• the quantity received by the recipient is less than what is mentioned in the tax invoice 

• the goods supplied are returned by the recipient. 

4. What is the meaning of Input Tax Credit? 

A. Input Tax credit means claiming the credit of the GST paid on purchase of goods and 

services which are used for furtherance of business. ITC reduces the taxes paid on inputs 

from taxes to be paid on output. It is the credit that a manufacturer has received for having 

paid input taxes. Any registered person can avail credit of tax paid on the inward supply of 

goods. 

5. What are the eligibility and conditions for taking Input Tax Credit? 

A. GST act provides for the eligibility and conditions for taking Input Tax Credit. It states 

that subject to conditions, every registered person shall be entitled to take credit of input tax 

charged on any supply of goods and services which are used in the furtherance of business. 

The input tax eligibility is subject to the following conditions: 

1. The supplier should have paid tax to the Govt. in the manner provided u/s 49 of the 

act. 

2. The registered person should have with him a tax invoice or debit note issued by a 

registered supplier in order to claim input tax credit. 

3. In a situation where the goods are delivered to any other person on the direction of the 

buyer, then it would be assumed that the buyer has received the goods. 

4. The supplier should have filed online return u/s 39 of the act. 

5. The payment of the invoice should be paid to the supplier within 180 days. 

6. Where the goods against any invoice are received in lots or instalment, a registered 

person shall be entitled to take credit upon receipt of the last lot or instalment. 

7. If the registered person has claimed depreciation on the tax component of the cost 

capital goods and plant and machinery then the ITC of the said tax component is not 

allowed. 

8. The ITC shall be allowed up to the date of filing of the return for the month of 

September following the end of the year. 

 

 

 



5. Write a note on Apportionment of Credit and blocked credit. 

A. Apportionment of credit 

Taxes paid on input goods and services are eligible for credit to a registered person subject to 

some conditions. But, Apportionment of the same is equally important respecting the 

foundation on which GST act is based. It states that:: 

1) Where the goods or services or both are used by the registered person partly for the 

purpose of any business and partly for other purposes, the amount of credit shall be restricted 

to so much of the input tax as is attributable to the purposes of his business. 

(2) Where the goods or services or both are used by the registered person partly for effecting 

taxable supplies including zero-rated supplies under this Act or under the GST act and partly 

for effecting exempt supplies under the said Acts, the amount of credit shall be restricted to 

so much of the input tax as is attributable to the said taxable supplies including zero-rated 

supplies. 

(3) The value of exempt supply under sub-section (2) shall be such as may be prescribed, and 

shall include supplies on which the recipient is liable to pay tax on reverse charge basis, 

transactions in securities. 

(4) A banking company or a financial institution including a non-banking financial company, 

engaged in supplying services by way of accepting deposits, extending loans or advances 

shall have the option to either comply with the provisions of sub-section (2), or avail of, 

every month, an amount equal to fifty per cent. of the eligible input tax credit on inputs, 

capital goods and input services in that month and the rest shall lapse: Provided that the 

option once exercised shall not be withdrawn during the remaining part of the financial year: 

Provided further that the restriction of fifty per cent shall not apply to the tax paid on supplies 

made by one registered person to another registered person having the same Permanent 

Account Number. 

Blocked Credit: 

Blocked credit under GST means the supply of goods and services on which the availability 

of credit has been restricted by the relevant provisions of law. 

Following credits are the Blocked Credits under GST/ Items on which credit is not allowed in 

GST- 

1. Motor Vehicles and Conveyances, exceptions are there 

2. Foods and Beverages, outdoor catering, Beauty Treatment, health Services, cosmetic and 

plastic surgery 

3. Sale of membership in a club, health, fitness centre. 

4. Rent a cab, health insurance and life insurance, exceptions are there 

5. Travel benefits extended to employees 

6. Works contract service, exceptions are there 

7. Goods and/or services for construction of an immovable property 



8. Goods and/or services where tax has been paid under composition scheme 

9. Goods and/or services used for personal use 

10. Goods or services or both received by a non-resident taxable person except for any of the 

goods imported by him. 

11. Goods lost, stolen, destroyed, written off or disposed of by way of gift or free samples 

12. ITC will not be available in the case of any tax paid due to non-payment or short tax 

payment, excessive refund or ITC utilized or availed by the reason of fraud or wilful 

misstatements or suppression of facts or confiscation and seizure of goods. 

13. GST Input Tax Credit on Restaurants and Hotel Accommodation. 

 

7. What are the special circumstances for availability of credit? 

A.  

a) Availability of Input tax credit in case of Compulsory Registration 

When a person becomes liable to registration and he has applied for registration within 30 

days from the date he becomes liable to registration, he can avail input tax credit of – 

1. Inputs held in stock 

2. Inputs contained in semi-finished and finished goods held in stock 

on the day immediately preceding the date from which he becomes liable to pay tax. 

Example: ABC, a company, crosses the turnover limit of Rs.20 Lacs for registration on 

01/06/2018 and applies for registration on 20/06/2018 and is granted registration on 

01/07/2018 – It can take input tax credit of inputs held in stock/semi-finished/finished goods 

held in stock as on 31/05/2018. 

(b) Availability of Input tax credit in case of Voluntary Registration 

When a person takes voluntary registration under sub-section (3) of section 25 of CGST Act, 

he is eligible to take input tax credit of – 

1. Inputs held in stock 

2. Inputs contained in semi-finished and finished goods held in stock 

on the day immediately preceding the date of grant of registration. 

Example: XYZ applies for registration on 15/06/2018 and is granted registration on 

01/07/2018, it can take input tax credit of inputs held in stock/semi-finished/finished goods 

held in stock as on 30/06/2018. 

(c) Availability of Input tax credit in case of Composition Scheme cases 

The registered person who pays tax under composition scheme as per section 10, ceases to 

pay tax under this section, he can take input tax credit in respect of – 

1. Inputs held in stock 

2. Inputs contained in semi-finished and finished goods held in stock 
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3. Capital goods 

on the day immediately preceding the date from which he becomes liable to pay tax as 

regular tax payer under section 9. 

Example: EFG, a composition tax payer ceases to pay tax under section 10 on 01/04/2018, it 

can take input tax credit of inputs held in stock/semi-finished/finished goods held in stock 

and input tax credit on capital goods available as on 31/03/2018. 

(d) Availability of Input tax credit in case of exempted supply becomes taxable 

supply 

Where any goods or services or both supplied by a registered person become taxable supply, 

such person can take input tax credit in respect of – 

1. Inputs held in stock – related to such exempt supply 

2. Inputs contained in semi-finished and finished goods held in stock – related to such exempt 

supply 

3. Capital goods – used exclusively for effecting exempt supply 

on the day immediately preceding the date from which such supply becomes taxable. 

Specific Conditions: 

Availability of Input tax credit in case of change in the constitution 

A registered person can transfer the remaining balance of input tax credit available in his 

electronic credit ledger, where there is a change in the constitution of a registered person on 

account of sale, merger, demerger, amalgamation, lease or transfer of the business with the 

specific provisions for transfer of liabilities to such sold, merged, demerged, amalgamated, 

leased or transferred business. 

Reversal of Input tax credit in special circumstances 

1. Where any registered person who is availing input tax credit and later opts for composition 

scheme under section 10 or where the goods or services or both supplied by him become 

wholly exempt supply, he shall pay an amount equal to the input tax credit in respect of 

inputs held in stock and inputs contained in semi-finished or finished goods held in stock and 

on capital goods reduced by 5% per quarter from the date of invoice, on the day immediately 

preceding the date of exercising of such option, by way of debit in his electronic credit ledger 

or electronic cash ledger. Any remaining credit, after payment, in the electronic ledger will 

lapse. 

2. Where the capital goods or plant and machinery is supplied, the registered person has to 

pay an amount equal to input tax credit taken on such capital goods or plant and machinery, 

reduced by 5% per quarter from the date of invoice or the tax on the transaction value 

determined under section 15, whichever is higher. The taxable person may pay tax on the 

transaction value of refractory bricks, moulds, dies, jigs and fixtures when supplied as scrap. 
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