


• CONSTITUTION [101ST AMENDMENT] ACT, 2016

• Constitution (122nd Amendment) Bill, 2014 received the assent of the President of India on 8th 

September, 2016 and became Constitution (101st Amendment) Act, 2016, which paved the way for 

introduction of GST in India.

• Constitution (101st Amendment) Act, 2016 was enacted on 8th September, 2016, with following 

significant amendments:

• (a) Concurrent powers on Parliament and State Legislatures to make laws governing goods and 

services. It means there will be dual control of State and Central authorities for all assesses.

• (b) As per Article 246A, the power to levy GST has been given to the Parliament as well as to 

Legislature of every

• State.

• a. CGST – enacted by Central Government of India.

• b. IGST – enacted by Central Government of India.

• c. SGST – enacted by respective State Governments

• d. UTGST – enacted by Central Government of India



• (c) IGST will be apportioned between Centre and the States in the manner 

provided by Parliament by Law as per

• the recommendation of the GST Council.

• (d) GST will be levied on all supply of goods and services except alcoholic 

liquor for human consumption.

• (e) The explanation to Article 269A of Constitution of India provides that 

the import of goods or services will be deemed as supply of goods or 

services or both in the course of inter-State trade or commerce. In case of 

import of goods IGST will be levied along with the Basic Customs duty.

• (f) Principles for determining the place of supply and when a supply takes 

place in the course of inter-state trade or commerce shall be decided by 

the Parliament.



• (g) The power to levy Central Excise duty on goods manufactured or 

produced in India is available in respect of the following products:

• a. Petroleum crude;

• b. High speed diesel;

• c. Motor spirit (commonly known as petrol);

• d. Natural gas;

• e. Aviation turbine fuel; and

• f. Tobacco and tobacco products.

• However, once GST is imposed there will be no duty on manufacture of these 

goods.



• (h) The power to impose tax on sale of the following products is still 

provided to the State Governments:

• a. Petroleum crude;

• b. High speed diesel;

• c. Motor spirit (commonly known as petrol);

• d. Natural gas;

• e. Aviation turbine fuel; and

• f. Alcoholic liquor for human consumption.

• However, once GST Council is recommend the date from which GST is 

imposed on these products (except alcoholic liquor for human 

consumption), and no sales tax will be imposed on these products



• 1.3 WHAT IS GST

• ● Goods and services tax means a tax on supply of goods or services, or 

both, except taxes on supply of alcoholic liquor for human consumption 

(Article 366 (12A) of Constitution of India).

• ● GST is a value added tax levy on sale or service or both.

• ● GST is a destination based consumption tax.

• ● GST offers comprehensive and continuous chain of tax credit.

• ● GST where burden borne by final consumer.

• ● GST eliminate cascading effect of tax.

• ● GST brings uniform tax structure all over India.



ADVANTAGES OF GST

• (a) One Nation One Tax.

• (b) Removal of bundled indirect taxes such as VAT, CST, Service tax, CAD, SAD, and 

Excise.

• (c) Removal of cascading effect of taxes i.e. removes tax on tax.

• (d) Increased ease of doing business;

• (e) Lower cost of production, increases demand will lead to increase supply. 

Hence, this will ultimately lead to rise in the production of goods. Resultantly boost 

to make in India initiative.

• (f) It will boost export and manufacturing activity, generate more employment and 

thus increase GDP with gainful employment leading to substantive economic 

growth



TAXES SUBSUMED UDER GST

Principles of Tax Subsummation

Various types of Central, State, and Local taxes were identified to be subsumed in GST. The principles given 

below were used to identify taxes that can be subsumed under GST –

Indirect Taxes: The taxes subsumed in GST should be indirect in nature. These taxes should be 

levied on the supply of either services or goods. Taxes not related to the supply of services and goods 

should not be included in GST.

Part of the Transaction Chain: The taxes selected for subsumption should be a part of the 

transaction chain that starts with the import, manufacture, and production of goods or services and 

ends with the consumption of goods and services.

Free Flow of Tax Credit: This subsummation must lead to a free flow of tax credit on inter-state 

and intra-state levels.

Revenue Fairness: The subsummation should be done keeping in mind the fairness of revenue for 

both the states and unions individually.



• What Central Taxes were Subsumed in GST?

• After applying the above-mentioned principles, a set of taxes was selected to be subsumed under 

the GST. Given below are the Central taxes that were subsumed under GST -

• Central Excise Duty (CENVAT) - Central excise duty is the indirect tax levied on 

the goods and services at the time when they are transferred from the production 

unit to the warehouse.

• Additional Excise Duties - This tax is levied on the goods scheduled under 

section 3 of the Additional Duties Act of 1957.

• Duties of Excise (Toilet and Medicinal Preparations) - It is the indirect tax or 

excise duty that is levied on the toilet and medicinal preparations.

• Additional Duties of Excise (Goods of Special Importance) - It is the additional 

duty levied on special goods such as tobacco, sugar, and textiles made in a mill.



• Additional Duties of Excise (Textiles and Textile Products) - The excise duty 

levied on textile products is known as additional excise duties.

• Additional Duties of Custom (CVD) - Additional CVD or special 

countervailing duty is the tax or duty imposed on imported goods to equalize 

the value of imported goods with domestic products to protect the interests of 

domestic manufacturers.

• Service Tax - Service tax is an indirect tax imposed on the services provided 

by cable operators, travel agents, restaurants, cab services, etc.

• Central Surcharge and Cesses - All the surcharges and cusses were also 

subsumed under GST.



• State Taxes Subsumed Under GST

State VAT - VAT is a value-added tax levied on goods and services at every stage 

of the supply chain. VAT varies from state to state.

Central Sales Tax - It refers to the tax levied on the sales generated during 

interstate trade and commerce in the industry.

Luxury Tax - Luxury tax is the indirect tax levied on the goods and services that 

are considered to be luxurious.

Entry Tax of all Types - It refers to a tax levied by the state governments on the 

movement of goods from one area to another.

Entertainment and Amusement Tax - It is a tax levied on commercial 

entertainment events by the state government.

Taxes on Advertisements - The tax levied on the advertisements published in 

print media like magazines, newspapers, etc.

State Surcharges and Cesses - All the surcharges and cesses levied by the state 

governments.



Taxes are not subsumed in GST

• Here is a list of the taxes that have not been subsumed under GST -

• Basic Customs Duty - Duties imposed at the time of import of goods 

in India.

• Export Duty - Duty imposed on the export of specific goods that are 

not abundantly available in India.

• Road and passenger tax and toll Tax - These are not levied on goods 

and services but can be considered as fees.

• Property Tax - taxes levied on property

• Stamp Duty - Tax imposed on the sale of property





STEP 1: ACCESS GST PORTAL

GO TO THE OFFICIAL GST PORTAL: 

HTTPS://WWW.GST.GOV.IN

https://www.gst.gov.in/






















DETERMINATION OF GOODS AND SERVICES TAX (GST)

This tax is levied by the government on the supply of goods and services, 

and its determination is based on the following steps:

• Step 1: Identify the Supply Type

• Is it a good or service? GST applies to both.

• Step 2: Find the GST Rate

• Goods and services have different GST rates: 0%, 5%, 12%, 18%, 28%. 

Find the rate that applies to your item.

• Step 3: Calculate the Value of Supply

• Value of Supply = Price of the good or service (including 

shipping/handling) – Discounts.



• Step 4: Apply the GST Rate

• GST Amount = (GST Rate × Value of Supply) ÷ 100.

• Step 5: Consider Input Tax Credit (ITC)

• If you're a business, subtract the GST paid on purchases (Input 

Tax Credit) from the GST collected on sales (Output GST).

• Step 6: Determine the GST Payable

• GST Payable = Output GST – Input Tax Credit.



• Example:

• Let's say a business in India is selling a product for ₹20,000 with an 18% GST rate. The 

purchase cost (with GST) for the product was ₹10,000 with an 18% GST.

1.Determine Input GST:

Input GST= 10,000 ×18%=₹1,800

2. Determine Output GST:

Output GST=20,000×18%=₹3,600

3. Determine GST Payable:

GST Payable=Output GST−Input Tax Credit

GST Payable=3,600−1,800=₹1,800

• Thus, the business will need to pay ₹1,800 as GST to the government.



SUPPLY OF GOODS AND SERVICES

• In the context of GST (Goods and Services Tax), the supply of goods and services refers to 

the sale, transfer, exchange, or disposal of goods and services for consideration. It forms 

the basis for the levy of GST. Here's what it means:

• 1. Supply of Goods:

• The supply of goods refers to the transfer or sale of tangible items that are movable.

• Goods include physical products like food, clothes, electronics, furniture, etc.

• The transaction could involve sale, transfer, barter, lease, or gift of goods.

• Examples:

• Selling a mobile phone to a customer.

• Transfer of ownership of a chair from a manufacturer to a retailer.



• 2. Supply of Services:

• The supply of services refers to the provision of intangible offerings that 

cannot be touched, seen, or physically handled.

• Services can include anything from consulting, healthcare, legal services, 

education, or repairs.

• Examples:

• A consultancy firm providing advice to a business.

• A doctor treating a patient.



Essential of the supply of goods and services for GST

• The essentials of the supply of goods and services for GST (Goods and 

Services Tax) are the basic components that determine when and how GST 

applies to a transaction. These essentials ensure that the tax is levied correctly.

1. The transaction must involve the supply of either goods or services or both

2. GST applies when there is consideration for the supply. Consideration refers 

to the money or money’s worth paid for goods or services.

3. Supply should be made in the course or furtherance of business

4. Supply should be made by a taxable person

5. Supply should be a taxable supply

6. Supply should be made within the taxable territory



TYPES OF SUPPLY

• 1. INTRA-STATE SUPPLY

• 2. INTER-STATE SUPPLY

• 3. INWARD SUPPLY

• 4. OUTWARD SUPPLY



• 1. Intrastate Supply under GST

• Intrastate supply refers to the supply of goods or services within the same state or Union 

Territory (UT). When the supply of goods or services occurs within a single state or UT, it is 

considered an intrastate supply.

• Tax Structure:

• For intrastate supply, CGST (Central Goods and Services Tax) and SGST (State Goods and 

Services Tax) are levied.

• The rate of tax for both CGST and SGST is typically equal (e.g., 9% CGST and 9% SGST for a 18% 

tax rate).

• Example of Intrastate Supply:

• A retailer in Mumbai selling goods to a customer in Mumbai.

• A service provider in Delhi offering consulting services to a client based in Delhi.



• 2. Interstate Supply under GST

• Interstate supply refers to the supply of goods or services between two different states or Union 

Territories (UTs), or between a state and a UT.

• Tax Structure:

• For interstate supply, IGST (Integrated Goods and Services Tax) is levied.

• IGST is essentially the combination of CGST and SGST, and it is collected by the Central 

Government.

• The rate of IGST is generally the sum of the CGST and SGST rate (e.g., if CGST is 9% and 

SGST is 9%, the IGST rate would be 18%).

• Example of Interstate Supply:

• A manufacturer in Gujarat selling goods to a retailer in Maharashtra.

• A service provider in Tamil Nadu offering a service to a client based in Karnataka.







• 3. Inward Supply

• Inward supply refers to the supply of goods or services that a business receives from other suppliers. 

This can be for further use in business operations, such as manufacturing, resale, or for consumption.

• For the buyer: It is the supply of goods or services purchased from a seller.

• GST implication: The GST paid on inward supply can be claimed as Input Tax Credit (ITC), subject 

to eligibility criteria. This helps reduce the overall tax burden on businesses.

• Example:

• A business purchasing raw materials from a supplier.

• A service provider receiving services from another business.

• Inward supply can include:

• Goods purchased (e.g., raw materials, finished goods, etc.)

• Services received (e.g., legal, consultancy, or transportation services)

• Imports of goods and services from outside India.



• 4. Outward Supply under GST

• Outward supply refers to the supply of goods or services by a taxpayer to another business or 

consumer. This is the sale or transfer of goods and services, which is subject to GST.

• Outward Supply Includes:

• Goods or services provided by a business to a customer.

• Sale of goods or services in the regular course of business.

• Export of goods or services.

• GST on Outward Supplies:

• GST is levied on outward supplies depending on the nature of the transaction (taxable, exempt, or export).

• A business must charge GST on the sale of goods or services, and this is then payable to the government.

• Examples of Outward Supply:

• A wholesaler selling goods to a retailer.

• A service provider offering consulting services to a client.

• A business exporting goods to another country.





Transition to GST for Registered Businesses

Understanding the Key Steps in GST Implementation



• Slide 2: Introduction to GST Transition

• Title: What is GST and the Transition Process?

• Content:

• GST replaced multiple indirect taxes like VAT, Excise, and Service 

Tax.

• The transition from old tax systems to GST involved businesses 

ensuring continuity in input tax credits.

• This presentation focuses on:

• Availed ITC under old tax regimes.

• Unavailed CENVAT and Input VAT on Capital Goods.

• ITC on Closing Stock at the time of GST implementation.



• Slide 3: Input Tax Credit (ITC) under GST

• Title: Input Tax Credit (ITC) in GST Regime

• Content:

• Under GST, businesses can claim ITC on inputs, capital goods, and 

services used for business purposes.

• Conditions for availing ITC:

• The input must be used to provide taxable supplies.

• The business must have a valid tax invoice.

• ITC claims must be reported in GST returns.



• Slide 4: Transition of Availed ITC

• Title: Availed ITC: Transition to GST

• Content:

• Businesses can carry forward the ITC from previous indirect tax 

regimes (like VAT, Service Tax, and Excise) into GST.

• Form TRAN-1 is filed to carry forward the credits.

• The carried forward ITC should be adjusted against GST payable.

• The process allows businesses to maintain tax continuity during the 

transition.



• Slide 5: Unavailed CENVAT Credit

• Title: Unavailed CENVAT Credit: Transition under GST

• Content:

• Businesses with unavailed CENVAT Credit under the Excise and 

Service Tax regimes could carry it forward to GST.

• The CENVAT Credit includes credit on capital goods and inputs 

that were not utilized under the old system.

• This unavailed credit was claimed through Form TRAN-1 during 

the transition.

• Unutilized credit on capital goods could be carried forward, 

subject to certain conditions.



• Slide 6: Input VAT on Capital Goods

• Title: Transition of Input VAT on Capital Goods

• Content:

• VAT paid on capital goods under the old tax system can be 

carried forward under GST.

• The Input VAT on capital goods could be claimed as ITC by filing 

Form TRAN-1.

• Special provision for capital goods used partially for business and 

partially for personal purposes.

• The ITC on capital goods has a useful life of 5 years (or as 

specified), and credit is available on the unutilized portion.



• Slide 7: Availing ITC on Closing Stock

• Title: Availing ITC on Closing Stock

• Content:

• Businesses were allowed to claim ITC on closing stock held on the day 

before the GST rollout.

• Conditions:

• The stock should be held for business purposes.

• Form TRAN-1 was used to declare the closing stock and claim ITC.

• ITC on closing stock included inputs, semi-finished goods, and finished 

goods.

• Example:

• A manufacturer holding stock of raw materials on June 30, 2017, could claim 

ITC on those materials if they were used for business purposes under GST.



• Slide 8: How to Claim ITC on Closing Stock (Form TRAN-1)

• Title: Claiming ITC on Closing Stock through Form TRAN-1

• Content:

• Form TRAN-1 was required to be filed by businesses to declare closing 

stock and claim ITC.

• Information to be included:

• Stock details (inputs, capital goods, finished goods, etc.)

• Tax paid on stock items.

• GSTIN of suppliers (if available).

• ITC on capital goods and inputs in stock could be carried forward subject 

to specific conditions.

• The credit could be claimed for stock held within 6 months of GST 

rollout.



• Slide 9: Key Forms for Transition

• Title: Key Forms for Transition: TRAN-1 and TRAN-2

• Content:

• Form TRAN-1:

• Used for claiming ITC on closing stock and unavailed CENVAT.

• Must be filed within 90 days (extended deadlines available).

• Form TRAN-2:

• Used for certain specific situations, like unregistered businesses 

or availing ITC on legacy credits.

• Form GSTR-3B:

• Used for regular GST returns, including adjustments for any 

unclaimed credits or new claims.



• Slide 10: Challenges and Considerations

• Title: Challenges in Transitioning ITC, CENVAT, and VAT on Capital Goods

• Content:

• Documentation: Proper maintenance of records was critical for availing 

ITC.

• Inventory Management: Businesses needed to accurately assess their 

closing stock.

• Time Limit for Claiming ITC: There was a time limit (6 months) to claim 

ITC on closing stock.

• Legal Compliance: Businesses faced challenges ensuring compliance with 

transition rules and deadlines.



• Slide 11: Key Benefits of Transitioning ITC and CENVAT

• Title: Benefits of Carrying Forward ITC and CENVAT Credit

• Content:

• Avoiding Double Taxation: Carrying forward ITC ensures that businesses are 

not taxed again on inputs already taxed under previous regimes.

• Cost Efficiency: The ability to set off unavailed credits on capital goods 

reduces business costs.

• Smooth Transition: Ensures continuity and ease in business operations post-

GST implementation.



• Slide 12: Conclusion

• Title: Conclusion: Successful Transition to GST

• Content:

• The transition to GST was a significant shift for businesses, but it 

provided an opportunity to claim credit on closing stock, unavailed

CENVAT, and Input VAT on capital goods.

• By properly utilizing forms like TRAN-1 and TRAN-2, businesses were 

able to ensure smooth transition and maintain tax efficiency.

• Ongoing vigilance on ITC claims and filing of returns is essential for 

continued compliance.













TAX INVOICE

A TAX INVOICE IS A DOCUMENT ISSUED BY A REGISTERED TAXPAYER WHEN
SUPPLYING GOODS OR SERVICES. IT IS A MANDATORY DOCUMENT THAT 

PROVIDES DETAILS ABOUT THE TRANSACTION AND SERVES AS PROOF OF THE 
SALE FOR THE PURPOSE OF CLAIMING INPUT TAX CREDIT (ITC).

• Key Features:

• Issued by a registered person (taxpayer).

• Must include details such as the seller's and buyer's name, GSTIN, invoice 

number, date of issue, description of goods or services, amount, and 

applicable tax rates.

• Used for claiming ITC.







• Bill of Supply

• A Bill of Supply is similar to a Tax Invoice but is issued for non-taxable 

supplies (i.e., exempt or out of the scope of GST) or in cases where the 

supplier is not required to collect tax (like a small taxpayer under the 

composition scheme).

• Key Features:

• Issued for exempt supplies or by composition scheme taxpayers.

• Does not include any GST.

• Can be issued for sales of goods or services that are exempt from GST.







CREDIT AND DEBIT NOTES

• Credit Notes and Debit Notes are documents issued under the 

Goods and Services Tax (GST) system to adjust or correct the value 

of a supply after the invoice has been issued. These notes are used 

to reflect changes in the transaction value, such as discounts, 

returns, or any other discrepancies. They help maintain accurate 

tax records and are essential for ensuring that the tax paid is 

correctly adjusted.



Credit Note:

• A Credit Note is a document issued by a supplier to a buyer when the original invoice 

needs to be reduced. It is used in the following scenarios:

• When the buyer returns goods that were originally supplied (for example, defective 

or damaged goods).

• When there is a discount or price reduction after the sale.

• If there is a change in the tax rate applied on the supply.

• Any other reason where the value of the supply is reduced after the original sale.

• Who Issues Credit Notes?

• The supplier issues the Credit Note to the recipient (buyer). The supplier must issue 

the credit note when there is a reduction in the value of the goods or services 

supplied.



• Details to be Mentioned in a Credit Note:

• A Credit Note must contain the following details:

• Title: "Credit Note"

• Reference to Original Invoice: The details of the original invoice (invoice number, 

date, etc.) being adjusted.

• Description of the Goods/Services: The details of the goods/services being returned 

or the reduction in value.

• Quantity and Amount: The quantity of goods returned and the corresponding value.

• GST details: GST details, such as the tax rate (CGST, SGST, IGST), and the revised tax 

amount.

• Reason for Issuance: Clear reason for issuing the credit note (e.g., goods returned, 

discount allowed, etc.).



• Debit Note:

• A Debit Note is a document issued by the supplier to the buyer when the 

original invoice needs to be increased. This is usually issued in situations 

where:

• There was an under-valuation or mistake in the original invoice.

• The buyer received more goods or services than initially invoiced.

• There was a change in the tax rate that increases the value.

• Any other reason where the original price needs to be increased.

• Who Issues Debit Notes?

• The supplier issues the Debit Note to the recipient (buyer) when there is an 

increase in the value of goods or services supplied, or a mistake in the original 

invoice that needs to be rectified.



• Details to be Mentioned in a Debit Note:

• A Debit Note must contain the following details:

• Title: "Debit Note"

• Reference to Original Invoice: The details of the original invoice (invoice 

number, date, etc.) being corrected.

• Description of Goods/Services: The goods or services for which the value is 

being increased.

• Quantity and Amount: The quantity of goods and the additional value to be paid.

• GST details: GST details, such as the tax rate (CGST, SGST, IGST), and the 

additional tax amount.

• Reason for Issuance: Clear reason for issuing the debit note (e.g., price 

increase, additional goods supplied).





SUPPLEMENTARY INVOICE

• A Supplementary Invoice is issued by a supplier to a 

recipient when there is an increase in the taxable value 

after the original tax invoice has been issued. It is 

typically used for price adjustments, additional services, 

or corrections in the original invoice. This ensures the 

correct amount of GST is paid based on the final value of 

the goods or services supplied.



• A supplementary invoice is used in cases where the taxable 

value or GST amount needs to be increased due to:

• Price adjustments (such as after a change in the value of goods 

or services supplied).

• Mistakes or omissions in the original invoice.

• Additional charges or services that were not initially included.

It is important to note that a Supplementary Invoice can 

only be issued in cases where the original tax invoice has 

already been issued, and it reflects a higher value or changes 

the initial terms.



• Example of a Supplementary Invoice:

• Scenario: A Supplier Issues a Supplementary Invoice for Additional Charges

• Original Invoice: A supplier sells goods worth ₹1,00,000 + ₹18,000 GST (18%) to a 

buyer.

• Later, the buyer requests additional packaging and transportation services, which 

were not part of the original agreement. The cost of the additional services is 

₹10,000 + ₹1,800 GST (18%).

• In this case, the supplier will issue a Supplementary Invoice for the additional 

charges:

• Supplementary Invoice Amount: ₹10,000 (additional charges) + ₹1,800 (GST) 

= ₹11,800.

• The supplementary invoice will reference the original invoice number and 

mention the additional value added due to the extra services. The buyer will then 

pay the extra ₹11,800 in addition to the original invoice amount.



GSTIN is Goods and Services Tax Identification Number.

It is a unique identification number assigned to every taxpayer (business) who is 

registered under the Goods and Services Tax (GST) regime. This number is issued by 

the tax authorities and is used for tracking and managing the GST obligations of the 

taxpayer, including tax payments, returns, and other compliance-related activities.

The GSTIN consists of 15 digits:

1.The first 2 digits represent the state code (according to the Indian state codes).

2.The next 10 digits represent the Permanent Account Number (PAN) of the business or 

individual.

3.The 13th digit indicates the entity number in case of multiple registrations within the 

same PAN.

4.The 14th digit is an optional check code.

5.The 15th digit is a checksum digit used to verify the GSTIN's validity.

• For example, a GSTIN could look like this: 27ABCDE1234F1Z5.





TRANSPORTATION OF GOODS WITHOUT THE ISSUE OF 
INVOICE

•

Transportation of Goods Without the Issue of Invoice under GST 

refers to the movement of goods by a supplier or transporter where an invoice

is not issued for the transportation of those goods. 

There are certain scenarios where goods may be transported without an 

invoice being issued, particularly in cases where the transportation of goods

occurs under specific conditions or where the movement of goods is not 

linked to a taxable supply.



• Goods Sent for Job Work

• Goods Moving Under Transporter’s Delivery

• Transportation for Personal Use or Non-Business Purposes

• Sales Involving Advance Payment

• Intra-Company Transfers

• Exempt or Non-Taxable Goods

KEY SITUATIONS WHEN GOODS MAY BE TRANSPORTED WITHOUT 
AN INVOICE:



• Goods Sent for Job Work:

• Under GST, goods sent to a job worker for further processing or 

transformation are not required to have an invoice at the time of 

transportation.

• Example:

A manufacturer sends raw materials to a job worker for further processing. 

No invoice is issued for the raw materials being transported. The 

manufacturer may issue a delivery challan to document the goods' 

movement. The job worker will return the processed goods with an invoice 

later when the goods are ready to be sold.



Goods Moving Under Transporter’s Delivery

In cases where the supplier is not directly involved in the transportation of 

goods, the transportation service provider (e.g., logistics company) may 

transport goods without an invoice, especially when goods are being 

delivered to a consignee who is directly responsible for the payment. 

Example:

• Bill of Lading could state, "Goods moving under transporter’s 

delivery are insured until arrival at the port of destination."



• Transportation for Personal Use or Non-Business Purposes

If goods are being transported for personal use or non-business 

purposes, no invoice may be required, as the movement may not 

be for a taxable supply.

Example

Using an Uber to go out for dinner with friends after work 

falls under transportation for non-business purposes."



• Sales Involving Advance Payment:

In situations where the goods are sent on the basis of an advance 

payment or for sale on consignment, the movement of goods may happen 

before an invoice is issued. The invoice may be issued once the goods are 

sold to the end buyer, but during the transportation phase, the goods may 

not have an invoice.

Example

The hotel required an advance payment to confirm the 

reservation for the vacation package, with the remaining balance 

due upon check-in.



Intra-Company Transfers

• If goods are transferred between different branches, units, or 

locations of the same company, sometimes goods may be moved 

without an invoice.

Example

• The warehouse in Delhi transferred excess inventory of winter 

clothing to the warehouse in Hyderabab, anticipating higher demand 

in the southern market.



• Exempt or Non-Taxable Goods

• If the goods being transported are exempt or non-taxable, no 

invoice is needed. Examples include certain food items or goods 

that fall under specific exemptions under GST. However, GST is 

still applicable to the transportation service itself, even if no 

invoice is issued for the goods being transported.

Example

• Bread, milk, fruits, and vegetables are considered exempt from sales tax in 

many states, as they are essential food items needed for daily consumption.



INPUT TAX

GST RETURNS

PAYMENT OF TAX



Input Tax

• Definition: Input tax refers to the tax paid by a taxpayer on the purchase of goods or 

services, which can be set off against the output tax (tax collected on sales) while 

calculating the final GST liability.

• Eligible Input Tax: Tax paid on goods and services purchased for business use, including 

raw materials, capital goods, and services required for business activities.

• Eligibility for Input Tax Credit (ITC):

• The goods or services must be used for business purposes.

• The taxpayer must be in possession of a valid tax invoice or debit note.

• The supplier must have paid tax to the government.

• The goods or services must not be used for personal consumption.

• ITC cannot be claimed for certain goods and services (e.g., motor vehicles for 

personal use, food, etc.).



• GST on Purchase vs. Sale:

• Input tax is the tax paid on purchases.

• Output tax is the tax collected on sales.

• The difference between input tax and output tax is the tax 

liability to be paid to the government.

• Examples:

• A manufacturer buying raw materials for ₹10,000 with ₹1,800 GST 

input can claim an ITC of ₹1,800.

• If the manufacturer sells the final product for ₹20,000 with ₹3,600 

GST output, they pay the difference of ₹1,800 to the government.



GST RETURNS

• Definition: GST returns are periodic statements filed by taxpayers to report their 

sales, purchases, output tax, input tax, and net tax liability. These returns are submitted 

electronically to the GST portal.

• Key Returns under GST:

• GSTR-1:

• Filed by every registered taxpayer except composition taxpayers, to report 

details of outward supplies (sales) of goods and services.

• Frequency: Monthly (if turnover > ₹5 Crore) or Quarterly (if turnover ≤ ₹5 Crore).

• GSTR-2:

• A return to report inward supplies (purchases) and claim input tax credit.

• This return was suspended as of now, and the details are auto-populated from 

GSTR-1.



• GSTR-3B:

• A summary return of outward supplies, input tax, and net tax liability.

• To be filed monthly or quarterly.

• It is the main return for tax payment.

• GSTR-9:

• Annual return to summarize the details of GST paid, input tax credit claimed, etc., for 

the whole year.

• GSTR-9C:

• A reconciliation statement filed by taxpayers with a turnover above ₹5 Crore, along with 

the audited financial statements.

• Filing Process:

1.GSTR-1 must be filed first (details of sales).

2.GSTR-3B is filed to pay the tax based on the sales and purchases.

3.Taxpayers should file returns on or before the due date to avoid penalties and interest.

















PAYMENT OF TAX

• Definition: Payment of tax refers to the remittance of GST 

liabilities to the government. This is done through the GST portal 

after determining the net liability from the returns.

• Payment Process:

• GST payment is done online through the GST portal.

• Tax is paid via the Electronic Cash Ledger (for tax payment) 

and Electronic Credit Ledger (for Input Tax Credit).



•Due Date:

•Taxpayers must make the payment by the 20th of the next 

month after the end of the tax period.

•If the taxpayer opts for quarterly filing, the payment is due by the 

20th of the month following the quarter.



•Mode of Payment:

•Cash Payment: Through the electronic cash ledger for the tax 

amount.

•Credit Payment: Using the input tax credit available in the electronic 

credit ledger.

•Late Fees and Penalty:

•If the payment is delayed, a late fee is applicable, and interest will be 

charged at 18% per annum on the due amount.



• Components of Tax Payment:

1.CGST (Central GST): Tax collected by the central government.

2.SGST (State GST): Tax collected by the state government.

3.IGST (Integrated GST): Tax applicable for interstate supply of goods 

and services.

• Examples:

• If a business has ₹10,000 CGST, ₹10,000 SGST, and ₹5,000 IGST to pay, 

they can pay through the cash ledger or use input tax credit available in 

their electronic credit ledger to set off part of the liability.



UNIT – GETTING STARTED WITH GST

• 1. Introduction to Tally and GST

• Tally ERP 9: A popular accounting software used for 

maintaining financial records, bookkeeping, and tax 

compliance.

• GST (Goods and Services Tax): An indirect tax that is levied 

on the supply of goods and services in India. It requires 

businesses to follow certain processes for registration, 

invoicing, filing returns, and maintaining records.



• 2. Prerequisites to Create a Company in Tally

• Before creating a company and enabling GST features, ensure the 

following:

• Tally ERP 9 is installed on your system.

• GSTIN (Goods and Services Tax Identification Number) is 

obtained, as businesses need this number for GST compliance.

• Ensure the correct version of Tally is installed that supports GST 

features (Tally. ERP 9 Release 6.6 or higher).



• 3. Steps to Create a Company in Tally

i) Open Tally ERP 9

1. Launch Tally by double-clicking the Tally icon on your desktop or accessing it from the Start menu.

ii) Select 'Create Company'

1. On the Tally Gateway screen, select 'Create Company' to begin setting up a new company.

2. Press 'Alt + F3' (Company Info menu) → Select 'Create’.

iii) Enter Company Details Fill in the required fields as follows:

1. Name of the Company: Enter the official name of the business.

2. Address: Provide the complete address of the company, including State and Pin Code.

3. Email Address: Enter the business email ID.

4. Phone Number: Include the contact number.

5. Financial Year Starting From: Select the starting date for the financial year (typically April 1st).

6. Books Beginning From: This can be the same as the financial year start date or earlier if you are carrying 

forward balances.

7. Currency Symbol: Choose the currency (INR for Indian Rupees).

8. Maintaining Stock: Select 'Yes' if the company deals with inventory (for stock management).

9. VAT/CST: Set it to 'No' initially, as GST will be enabled later.



iv) . Set Up GST Features

• Enable GST:

• Set the 'Enable Goods and Services Tax (GST)' option to 'Yes'.

• This action activates all GST-related features, including GSTIN, tax rate 

settings, and GST reports.

• Tax Registration Details:

• Enter GSTIN: Provide the GST Identification Number for the company.

• State: Choose the state from the list based on your company's location (this 

impacts GST calculations).

• V)  Save the Company Profile

• After entering all the details, select 'Save' to create the company.



• 4. Enabling GST Features in Tally

• Once the company is created, follow these steps to ensure all GST features are 

fully functional:

i) Activate GST in the Company

1.Go to 'F11: Features' from the Gateway of Tally.

2. In the 'Statutory & Taxation' section, set 'Enable Goods and Services Tax 

(GST)' to Yes.

ii) Set GST Tax Rates

1.Go to 'Gateway of Tally' → 'GST' → 'GST Tax Rates'.

2.Set the GST Tax Rates for the company, including:

1.GST rate for Sales and Purchases.

2.Differentiate between CGST, SGST, or IGST based on the nature of the 

transaction.



iii) Activate GST for Stock Items (if applicable)

1.If your company deals with inventory, ensure that GST is activated for stock 

items:

1.Go to 'Gateway of Tally' → 'Inventory Info' → 'Stock Items'.

2.Create or modify items and enable GST in their tax settings by specifying 

the appropriate GST tax rates.

iv) Set GST for Ledgers (Sales/Purchases)

1.Go to 'Gateway of Tally' → 'Accounts Info' → 'Ledgers'.

2.For each ledger related to sales and purchases, set GST details (e.g., GST tax 

rate, nature of supply).

For example, create ledgers like 'Sales (GST@18%)' or 'Purchases 

(GST@5%)'.



• 5. Creating GST-Inclusive Sales and Purchase Invoices

• Once GST features are enabled in Tally, you can create GST-compliant invoices:

• Sales Invoice:

• From 'Gateway of Tally', go to 'Vouchers' → 'Sales'.

• Choose the ledger (sales) and items (stock) from your list.

• Select the appropriate GST tax rate for each item.

• Tally will automatically calculate CGST, SGST, or IGST as per the set rates.

• Purchase Invoice:

• From 'Gateway of Tally', go to 'Vouchers' → 'Purchase'.

• Choose the ledger (purchase) and items, and enter GST details.



• 6. GST Reports in Tally

• Tally provides several useful reports to assist with GST 

compliance:

• GST Return Reports: To view details of GST returns (GSTR-1, 

GSTR-3B, etc.), go to 'Gateway of Tally' → 'Display' → 'Statutory 

Reports' → 'GST Reports'.

• GSTR-1: This report provides the details of outward supplies.

• GSTR-3B: This report helps in filing the monthly GST return, 

including tax liabilities.



• GST and Ledger Creation

•Under GST, it is essential for businesses to 

maintain proper records and ledgers for their 

transactions. This ensures compliance with tax 

laws and helps in filing returns effectively.









• Defining Tax Details:

• Under GST, tax details are crucial for accurate reporting and compliance. These 

details specify the tax rates, the type of taxes, and other related information 

required for GST returns.

• Types of Taxes under GST:

• GST taxes are divided into:

• CGST (Central Goods and Services Tax): Levied by the central government.

• SGST (State Goods and Services Tax): Levied by the state government.

• IGST (Integrated Goods and Services Tax): Levied on inter-state transactions 

(when goods or services are supplied from one state to another).



• Tax Ledgers in GST:

• To define tax details, specific ledgers must be created for each tax. These ledgers 

will help track tax liabilities and input credits.

• Step 1: Create Tax Ledgers for GST

• Examples include:

• CGST Ledger (for Central GST payments)

• SGST Ledger (for State GST payments)

• IGST Ledger (for Integrated GST payments)

• Step 2: Define Tax Rates

• GST has various rates like 5%, 12%, 18%, and 28%. When creating tax ledgers, 

businesses must define the appropriate tax rate for each transaction.



• Step 3: Set Taxability and GST Settings:

• Define whether the transactions are subject to CGST, SGST, or 

IGST. Also, ensure that the software/system is set up to 

calculate the tax automatically based on the sale/purchase 

invoice.

• Step 4: Set Up Input and Output Taxes Input Tax: 

• Taxes paid on purchases of goods and services. Output Tax: 

Taxes collected on sales of goods and services.



• Example of Tax Ledger Setup:

1.CGST Ledger:

1. Name: CGST 18%

2. Group: Taxes on Output (or directly under GST Tax Group)

3. Type: Indirect Tax

4. GST Rate: 18%

2.SGST Ledger:

1. Name: SGST 18%

2. Group: Taxes on Output

3. Type: Indirect Tax

4. GST Rate: 18%

3.IGST Ledger:

1. Name: IGST 18%

2. Group: Taxes on Output

3. Type: Indirect Tax

4. GST Rate: 18%



• Advantages of Proper Ledger Creation & Tax Details Setup:

• Easy GST Filing: Proper ledger creation ensures that businesses can generate the 

correct GST returns (GSTR-1, GSTR-3B, etc.) without errors.

• Accurate Tax Calculation: By defining the tax rates and ledger details, businesses 

can automatically calculate the taxes on sales/purchases.

• Input Tax Credit (ITC): Businesses can claim Input Tax Credit on purchases, which 

reduces their overall tax liability.

• Audit and Compliance: Organized ledgers ensure smooth audits and compliance 

with the tax authorities.

• Financial Reporting: Clear segregation of sales, purchases, and taxes in ledgers 

leads to accurate financial statements.



TRANSFER OF ITC UNDER GST

• Under GST, Input Tax Credit can be transferred when there

is a change in the ownership of a business or when a

business is undergoing a reorganization.

• In other words, a registered taxpayer can transfer the input

tax credit unutilized and available in his electronic credit

ledger into another business by filing a declaration in Form

GST ITC-02. The rules surrounding the transfer of ITC

ensure that tax credits are transferred appropriately and are

not lost during such changes.



• circumstances for Transferring ITC

• There are several situations under which ITC can be transferred:

• a. Transfer of ITC in case of Change in Ownership

• When a business changes its ownership (e.g., sale of business, merger, demerger, or succession), the 

accumulated ITC in the books can be transferred to the new owner.

• Key conditions:

• Both the old and new owners must be registered under GST.

• The transfer of ITC must be authorized by the transferring and receiving entities.

• b. Transfer of ITC in case of Mergers and Demergers

• In case of merger or demerger of two companies:

• The ITC of the transferor (the merged/demerged company) can be transferred to the transferee (the receiving 

company).

• The transfer must be recorded in the GST returns, and relevant documents (such as a board resolution or an 

agreement) should be maintained.

• c. Transfer of ITC in case of Sale of Business

• If a business is sold, the ITC balance available to the business can be transferred to the buyer.

• Proper documentation should be maintained for both parties to reflect the transfer of ITC.



• Procedure for Transferring ITC

• The procedure for transferring ITC is specified in GST law and requires the following steps:

• a. Filing of Form GST ITC-02

• This form is used to transfer the ITC balance from one registered person to another.

• It is filed by the transferring entity (seller, transferor) to the receiving entity (buyer, transferee).

• Information required:

• GSTIN of both the transferring and receiving entities.

• Details of the ITC being transferred (amount, nature of goods, services, etc.).

• b. Approval from GST Authorities

• The receiving entity must accept the transfer of ITC in Form GST ITC-02A. This step ensures that 

both parties agree to the transfer of credit.

• GST authorities may audit or verify the transaction for compliance.



• Filing of Form GST ITC-02

• The primary step to transfer unutilized ITC is for the transferor

(business selling or transferring assets) to file Form GST ITC-02.

• Steps involved in filing Form GST ITC-02:

• Part A (Transferor Details): The transferor (seller or transferor of 

business) provides their GSTIN, name, and address.

• Part B (Transferee Details): The transferee (buyer or the entity 

receiving the credit) provides their GSTIN, name, and address.



• Submission Process:

• Sign and Submit: After filling out the form, the transferor 

submits the form electronically through the GST portal.

• Transferor’s Acknowledgment: The transferor's GST 

account will be updated to reflect the ITC transfer.



• Acceptance of ITC Transfer by Transferee

• Once Form GST ITC-02 is filed by the transferor, the transferee (buyer 

or receiving business) will receive a notification in their account to 

accept or reject the ITC transfer.

• Acceptance by Transferee:

• The transferee must accept the transferred ITC through Form GST 

ITC-02A.

• The acceptance by the transferee ensures that the credit is added 

to their GST account, making it available for future use.















INTRASTATE INWARD SUPPLY OF GOODS (LOCAL PURCHASE) 
UNDER GST

• Definition: Intrastate inward supply of goods refers to purchases made within the 

same state. This involves the purchase of goods from suppliers located within the 

same state as the buyer.

• Tax Structure:

• For intrastate purchases, GST is levied as CGST (Central Goods and Services Tax) 

and SGST (State Goods and Services Tax). The tax rate depends on the goods or 

services being purchased and the applicable GST rate. 

• For example, if the GST rate for a particular product is 18%, then the tax would be 

split equally: 9% CGST and 9% SGST.



• Example:

• A business in Maharashtra purchases goods worth ₹50,000 from a 

supplier within Maharashtra.

• The applicable GST rate is 18%. Therefore, CGST = ₹4,500 and 

SGST = ₹4,500.

• Total purchase value including tax = ₹50,000 (goods) + ₹4,500 

(CGST) + ₹4,500 (SGST) = ₹59,000.



RECORDING LOCAL PURCHASE TRANSACTIONS IN TALLY ERP

• Following is a step-by-step guide for recording local purchases in 

Tally ERP.

• Step 1: Set up GST Details in Tally ERP

• Ensure that GST is enabled in Tally ERP by following these steps:

• Go to Gateway of Tally > F11: Features > Statutory & Taxation.

• Enable GST and fill in the necessary GST details such as GSTIN, 

nature of supply, and other details as per business requirements.



• Step 2: Create Necessary Ledgers

• For proper recording of local purchases, you must create relevant ledgers in Tally ERP:

• Purchase Ledger:

• Go to Accounts Info > Ledgers > Create.

• Create a ledger for Purchases (or a specific ledger for local purchases, e.g., "Local Purchases").

• GST Ledgers:

• You need to create GST-ledger accounts for CGST and SGST to track the tax paid on purchases.

• Go to Accounts Info > Ledgers > Create.

• Create the following ledgers:

• CGST Input (under Duties and Taxes).

• SGST Input (under Duties and Taxes).

• Supplier Ledger:

• Create a ledger for the supplier from whom you are purchasing the goods.

• Go to Accounts Info > Ledgers > Create and create the supplier ledger under Sundry Creditors.



• Step 3: Create Stock Items (If Applicable)

• If the goods being purchased are inventory items, create 

stock items in Tally ERP.

• Go to Inventory Info > Stock Items > Create.

• Enter the relevant information, such as product name, unit of 

measurement, tax category (GST), and any other relevant 

details.



• Step 4: Record the Local Purchase Voucher

• Navigate to Gateway of Tally > Accounting Vouchers > F9: Purchase to record a 

purchase transaction.

• Fill in the Purchase Voucher Details:

• Supplier Name: Select the supplier from whom the goods are purchased.

• Purchase Ledger: Select the appropriate Purchases ledger (e.g., "Local 

Purchases").

• Stock Items: Enter the details of the goods purchased, including quantity, rate, 

and amount. Tally will automatically calculate the value of the goods.

• GST Ledgers: Tally will automatically generate the GST Input ledgers based on 

the GST rate set for the stock items.

• For example, if the GST rate is 18%, Tally will calculate 9% CGST and 9% SGST 

based on the total value of the goods.



• Step 5: Verification and Saving

• Verify the details of the transaction, ensuring that the correct 

tax amounts (CGST and SGST) have been applied.

• Press Enter to save the purchase voucher.







INTRASTATE OUTWARD SUPPLY OF GOODS (LOCAL SALES) UNDER 
GST

• Definition: Intrastate transactions refer to the sale and purchase of goods that 

occur within the same state. The tax on such transactions is levied as a 

combination of CGST and SGST. 

• Tax Structure: The GST rate applicable to the goods is split equally between 

CGST and SGST. Example: If the GST rate is 18%, the tax will be divided as 9% 

CGST and 9% SGST for local sales.

• For Example: A business in Karnataka sells goods worth ₹50,000 within 

Karnataka itself.

• The GST applicable is 18%. Hence, CGST = ₹4,500 and SGST = ₹4,500.Total 

invoice value will be ₹50,000 + ₹4,500 (CGST) + ₹4,500 (SGST) = ₹59,000.



RECORDING LOCAL SALES TRANSACTIONS IN TALLY ERP

• Steps for Recording Local Sales in Tally ERP:

• Step 1: Set up GST Details in Tally ERP

• Before recording local sales transactions, ensure that GST is enabled in Tally 

ERP.

• Go to Gateway of Tally > F11: Features > Statutory & Taxation.

• Enable GST and configure the necessary GST details, including your GSTIN 

number, the nature of supply, tax rates, etc.



• Step 2: Create Relevant Accounts

• Create Sales Ledger: This is where the sales amount will be recorded.

• Go to Accounts Info > Ledgers > Create.

• Create a Sales Ledger (e.g., "Sales" or "Local Sales").

• Create GST Ledgers: Create separate ledgers for CGST and SGST.

• Go to Accounts Info > Ledgers > Create.

• Create the following ledgers:

• CGST Payable (under Duties and Taxes)

• SGST Payable (under Duties and Taxes)



• Step 3: Create Stock Items

• If your transaction involves the sale of specific goods, ensure 

stock items are created in Tally ERP.

• Go to Inventory Info > Stock Items > Create.

• Enter the details of the goods you are selling (e.g., Product 

Name, Unit of Measure, Tax Classification).



• Step 4: Create Sales Voucher 

• Navigate to Gateway of Tally > Accounting Vouchers > F8: Sales.

• Fill in the details:

• Party Name: Select the customer or party to whom goods are sold.

• Sales Ledger: Select the Sales ledger (e.g., "Local Sales").

• GST Ledgers: Tally will auto-populate the GST ledgers (CGST and SGST) as 

per the GST rate configured.

• Stock Item(s): Enter the goods being sold, including the quantity and rate. 

The GST components will be automatically calculated based on the tax rate 

set in the stock item.



• Step 5: Calculate and Record GST

• Based on the goods sold and the GST rate configured for the stock items, 

Tally will automatically calculate the CGST and SGST.

• For example, if the sale value is ₹50,000 and the GST rate is 18%, Tally 

will calculate CGST and SGST at 9% each (i.e., ₹4,500 each).

• Ensure that the total amount is correct, including the base sale value and 

tax amounts.

• Step 6: Save and Verify the Voucher

• After entering all the details, verify the sales invoice for accuracy.

• Once confirmed, press Enter to save the voucher.








