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Government of Punjab

<On the official letterhead of the Excise and Taxation Commissioner, Government of Punjab>





 February  26, 2007

Dear friends,

We are pleased to present to you, the second edition of the Punjab VAT ‘Taxpayers Guide’.  

As you are aware, your Government has implemented VAT in Punjab w.e.f April 1, 2005.  VAT is a not a new tax. It is a new method of tax collection.  It is simple, easy and transparent.  It is more convenient to the business community in matters of tax collection, payment and assessment.  Over 124 countries across the world follow the VAT system.

The objective of the Taxpayers Guide is to explain the key provisions of the Punjab VAT Act, 2005 and Punjab VAT Rules, 2005.  We have used the ‘question and answer’ format for easy understanding.  We have taken care to keep the language simple.  

You might find most of your questions answered in this Guide.  We would be adding more questions as we go along, to make the guide more comprehensive and helpful to you. 

Please feel free to provide us your feedback.  Your feedback would greatly help us in improving our services to you.  You are most welcome to write directly to me at my above-mentioned contact address.

Help us to help you.

Yours sincerely,

D P Reddy

Excise and Taxation Commissioner

Disclaimer:

This Guide cannot be used for legal interpretation of provisions of law, as this Guide is prepared to provide general explanations. If any member of the trade has any doubt, he may refer to the Punjab VAT Act, 2005 and Punjab VAT Rules, 2005 or to this office for further clarification.  
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Chapter 1.  Key features of the Punjab VAT Act, 2005

The Punjab Value Added Tax Act (‘the Act’), 2005 has replaced the Punjab General Sales Tax Act, 1948 (‘PGST Act / PGST’) and has come into force w.e.f. 1 April 2005. 

1.  
Scheme of levy of VAT

Earlier, sales tax was being levied at a single point in the supply chain in Punjab (‘the State’).  Value Added Tax (‘VAT’) is levied at every stage of sale in the supply chain within the State and simultaneously, tax paid at earlier stage is allowed as Input Tax Credit, which is deductible from tax payable at subsequent stage. The Act applies to sale, lease, hire purchase and works contracts.  

Under VAT regime, in order to provide relief to small traders from VAT, a scheme of turnover tax (‘TOT’) has been introduced for these traders.  Under this scheme, a trader   having gross turnover between Rs 5-50 lacs can opt for this simplified system of paying tax at notified rate not exceeding 2% on the taxable turnover. Currently, TOT rate has been notified at 1%.

2.  
Rates of VAT 

Most of the goods fall in the 4% and 12.5% rate slab.  Exports are zero-rated i.e. no tax is chargeable on exports but tax paid on purchase of goods for exports is allowed as credit which could be utilized for payment of VAT or could be claimed as refund, in case there is no tax liability.  Precious metals, jewellery thereof and precious stones attract VAT rate of 1%. A few commodities have special rates of 8.8%, 20%, 22%, and 27.5% .

List of goods that fall under each of the above categories is provided in the Schedules attached to the Act.  

3. 

Registration

Persons liable to pay tax under the Act would either have a VAT or a TOT registration status.  A person registered under VAT is referred to as “Taxable Person” and a person registered under TOT is referred to as “Registered Person”. The registration number granted to person registered for VAT is referred to as “VRN/TIN ” and registration number granted to person registered for TOT is referred to as “TRN”. 

In addition to the regular registration, the Act allows a person to take voluntary registration for VAT, provided his turnover is above the specified threshold. Casual traders and persons dealing exclusively in tax-free goods are exempted from registration.

4.

Tax – Output tax & Input tax

Output tax is the amount of tax payable on sale of goods in Punjab by a Taxable Person to a consumer or a person registered under the Act.  

Input tax is VAT paid or payable under this Act by a Taxable Person to another Taxable Person on the purchase of taxable goods.  These goods could be for resale or for use by the buyer in the manufacture or processing or packing of taxable goods in the State.  

Hence, the net tax payable by a Taxable Person would be computed by deducting the Input Tax Credit from the output tax liability i.e. 

Net Tax Payable = Total Output tax – input tax credit  

5. Input Tax Credit mechanism

Input tax paid or payable by a Taxable Person is allowed to be credited against the output tax liability if the buyer uses the goods for any of the following:

a) Sale or re-sale in Punjab 

b) Sale in the course of inter-state trade or export

c) Use in manufacturing or processing or packing of taxable goods in Punjab.

Input Tax Credit is available only against original VAT invoices and shall be claimed during the period in which the invoice is received.

In case the original VAT invoice is lost or mutilated, the Input Tax Credit will be available only after the designated officer has determined the credit in the prescribed manner. The onus to prove that the VAT invoice on the basis of which Input Tax Credit is claimed is bonafide is on the claimant Taxable Person.

If the value of Input Tax Credit is higher than output tax payable; then

a) The excess can be adjusted against any tax liability under the Central Sales Tax Act, 1956 (CST Act) for the same period

b) Thereafter, the excess can be adjusted against any outstanding tax, penalty or interest under this Act or CST Act for any period and

c) Subsequently, the excess input tax credit, if any, can be carried forward to the next tax period or may be claimed as a refund at the option of the taxpayer.

According to the provisions of Section 15(2), if the amount of Input Tax Credit is more than the amount of output tax in a given period, then the same can be adjusted against the tax liability for the same period under the Central Sales Tax Act 1956 and only the remaining amount of Central Sales Tax shall be payable. Excess amount of input tax credit, if any, after the adjustment under sub section (2) can be adjusted against any outstanding tax, penalty or interest under this Act or CST Act for any period.

6.
Other key features

Some of the other key features of the VAT Act are as follows:

a) No mandatory assessments - Self-assessment by tax payers.

b) Audit to be performed by ETD only in select cases.  Case selection for audit to be done on a scientific basis.

c) Very limited discretionary powers to the officers of ETD.  

d) No requirement of visiting ETD with books, vouchers, etc. for verification.  In select cases, ETD may require verification of books of accounts, vouchers, etc. after due notice.

e) Most of the local declaration forms dispensed with under VAT.

f) No exemption and deferment schemes for new investments.  Existing exemption/ deferment schemes continue for the unexpired period with business-friendly modifications.
Chapter 2.  VAT Basics
1 What is VAT?

VAT means Value Added Tax. It is a system of collection of tax under which tax is charged at each stage of sale of goods with corresponding credit for tax paid at earlier stage.
2 How VAT works?

Taxable Person selling goods collects tax on price at which he sells the goods whether to a consumer or to a person registered under the Act.  At the end of a tax period, he reduces from the tax so collected by him, the input tax that he has paid to the Taxable Person from whom he purchased goods during the tax period, and deposits the balance in the Government Treasury. 

For example,  Taxable Person  A  purchases goods for Rs. 100 + Rs. 12.50 = Rs. 112.50 which includes VAT of Rs. 12.50. He sells these goods at Rs. 200 + Rs. 25 (VAT).  At the end of tax period, he would pay Rs. 12.50 in Government Treasury (Rs. 25 (output tax or VAT) collected from customer less Rs. 12.50 paid on purchase of goods).

3 How is VAT different from the earlier Sales Tax system in Punjab?

Under the earlier sales tax system, tax was generally levied at one point.  This could be either at the:

a) First stage of sale in case of manufacturer or importer in case of first point taxation; or

b) Last stage of sale by a retailer 

depending  upon the nature of the commodity.

Under VAT, tax is levied at each stage in the production and supply chain on the value addition. 

Illustration

Manufacturer 1
  
     Manufacturer 2
       Wholesaler/Retailer
   
       Consumer

	Collects tax on sale price at first point of sale 
	
	Collects tax on sale price, claims deduction for tax paid on purchase and deposits net tax in Government Treasury – effectively payment of tax is equal to tax on value addition
	
	Collects tax on sale price, claims deduction for tax paid on purchase and deposits net tax in Government Treasury – effectively payment of tax is equal to tax on value addition
	
	Pays purchase price which includes tax
	


Total tax collected from the consumer  = Tax at first point on sale price paid by Manufacturer 1 + Net Tax paid by Manufacturer 2 + Net Tax paid by wholesaler/Retailer

     



           =   Tax on the full value of the goods 

4       Does the consumer pay more tax under VAT?

No. The tax paid under VAT is equal to tax paid on goods at the last point under the PGST Act.

This is explained by the following example: 

	Sr.No
	Transactions
	Output tax
	Input tax Credit
	VAT payable

	1.
	A raw material importer in Punjab sells the goods to a Manufacturer 1 in Punjab for Rs 1000. VAT rate is 12.5%. Therefore his tax liability is Rs 125.  Importer will not get any Input Tax Credit as he has not paid any VAT in Punjab on his purchases
	125
	0
	125

	2.
	Manufacturer 1 sells the goods to Manufacturer 2 in Punjab for Rs. 1800.  He will pay tax on Rs. 1800 and get Input Tax Credit for the tax already paid by him on purchase (Rs 125)
	225
	125
	100

	3.
	Manufacturer 2 sells the goods to Wholesaler/Retailer for Rs. 2000. He will pay tax on Rs. 2000 and get Input Tax Credit for the tax already paid by him on purchase (Rs 225) 
	250
	225
	25

	4.
	Wholesaler/Retailer sells to the consumer at a price of Rs. 2200. He will pay tax on Rs. 2200 and get Input Tax Credit for the tax already paid by him on purchase (Rs 250)
	275
	250
	25

	
	Total VAT
	
	
	275


Therefore the net collection (Rs 275) will be equal to the VAT rate applied on the final value or the retail price of Rs. 2200, though the VAT is collected at different stages of production and supply.  You will notice that total VAT collected is @ 12.5% on final sale price (Rs. 2200 x 12.5% = Rs. 275).

Now let us take another example where the inputs are purchased locally in Punjab by manufacturer. Raw materials attract tax @ 4%

	Sr No.
	Transactions
	Output tax
	Input tax Credit
	VAT payable

	1.
	A raw material supplier in Punjab sells the goods to a Manufacturer 1 in Punjab for Rs 1000. VAT rate for raw materials is 4%. Therefore his tax liability is Rs 40.  The raw material supplier will not get the Input Tax Credit assuming that he has not paid VAT in Punjab on his purchases
	40
	0
	40

	2.
	Manufacturer 1 sells the goods to Manufacturer 2 in Punjab for Rs. 1800.  He will pay tax on Rs. 1800 and get Input Tax Credit for the tax already paid by him on purchase (Rs 40)
	225
	40
	185

	3.
	Manufacturer 2 sells the goods to Wholesaler/Retailer for Rs. 2000. He will pay tax on Rs. 2000 and get In-put Tax Credit for the tax already paid by him on purchase (Rs 225) 
	250
	225
	25

	4.
	Wholesaler/Retailer sells to the consumer at a price of Rs. 2200. He will pay tax on Rs. 2200 and get Input Tax Credit for the tax already paid by him on purchase (Rs 250)
	275
	250
	25

	
	Total VAT
	
	
	275


Therefore in this example also, the net collection (Rs 275) will be equal to the VAT rate applied on the final value or the retail price of Rs. 2200, though the VAT is collected at different stages of production and supply.  You will notice that total VAT collected is @ 12.5% on final sale price (Rs. 2200 x 12.5% = Rs. 275).

5 Is VAT a new phenomenon?

The VAT concept dates back to 1948 when it was first introduced in France.  Today, over 124 countries across the world have VAT.  About 70% of the world’s population today lives in countries that have VAT.

It is not new in India as well.  The system was introduced in a modified form under Excise law in 1986 and is now a full-fledged system known as “Central Value Added Tax” (CENVAT).

The system, in a way, also operates in many states where tax paid on purchases is allowed as “set-off” against tax payable on sales.

6 What are the key advantages of the VAT system?

a) Transparent system – VAT is a very transparent system where tax paid at earlier stage is allowed as set-off against tax payable at the subsequent stage. Tax charged at each stage of transaction is indicated on the invoice and the person purchasing goods and paying tax thereon knows the amount of tax paid by him. This is illustrated later in this Guide.
b) Self-assessment: One of the key features of VAT Act is that there is a self-assessment system, wherein a person  himself assesses  his own tax liability and files returns on self-assessment basis. There are no mandatory assessments. This  has reduced  the dealer- department interface.
c) No lock-up of funds in taxes: Credit for input tax is allowed immediately on purchase of goods, which can be immediately utilized for payment of output tax.  Thus, there is no lock-up of funds in taxes.
d)    
No cascading of taxes: Credit for entire eligible input tax is allowed against tax payable on sales.  As a result, cost of goods does not include tax amount.  This means that there is no tax on tax (known as cascading of taxes). 
e)
Self-policing mechanism: VAT system has in-built checks to ensure that everyone in the business chain pays tax.  This ensures level playing field to all businesses and honest businesses are not put to disadvantageous position; it ensures fair play for all.

f) Competitive advantage for exporters – Exporters have to compete in world markets with dealers of other countries, which follow VAT system.  Such system removes all tax costs from export goods.  The  sales tax system earlier prevalent in India did not remove all sales related tax costs from the cost of goods. Some such costs got added to the cost, resulting in higher prices in international trade which made Indian exports less competitive. VAT system, ideally leads to removal of such tax costs from prices making goods more competitive in international markets.  

g) Fewer rates of tax:  Against the multiple rate structure under the sales tax system, the rate structure is simplified under the VAT system.  There are 2 main rates under VAT – 4% (for declared goods, industrial inputs and packing materials and goods of common use) and 12.5% for  the goods not specified in any other Schedule. There are some special rates – 1% applicable to noble metals, platinum, gold, silver, precious stones and bullion. 

h)  Some  specified goods are tax free.

i) Status quo on certain goods: The rates of tax on Aviation Turbine Fuel, diesel, and petrol continue to be at 20%, 8.8%, and 27.5% respectively under the VAT Act in Punjab.

    7.
Would VAT lead to multiple taxation and hence cascading of tax?

No.  Rather, VAT is designed to avoid multiple taxation and cascading as explained above. In fact, input tax (including tax on capital goods) is not a cost for a Taxable Person as he is entitled to input tax credits.  This would be clearer from following illustration:

Illustration

Ram & Sons has made local purchases of Rs 1000 (including basic price of Rs 889 and input tax of Rs 111, mentioned separately in the VAT invoice).  Ram & Sons processes these goods and sells to Shyam & Co for Rs. 1528 plus tax (which is arrived at after adding overheads of Rs 500 and a profit margin of 10%).  Shyam & Co further processes these goods and sells to Singh & Co. for Rs. 2383 plus overheads and tax of Rs 600 and profit margin of 12%.

Singh & Co is a retail trader and sells these goods to a consumer.  His profit margin is 15%.

VAT rate is 12.5%. VAT computations for the above transactions are as under:

Ram & Sons


[image: image1.wmf]S No

Price (Gross) 

1

Purchase

1,000

                

 

Output Tax

191

        

 

1(a)

Tax 

111

                   

 

Input tax credit

(111)

      

 

1(b)

Basic Price (1-1(a))

889

                   

 

Net VAT payable

80

          

 

2

Overheads

500

                   

 

3

10% Profit Margin [10% x 1(b) + (2)]

139

                   

 

0.125

4

Sale Price

1,528

                

 

5

Output tax [12.5% x (4)]

191

                   

 

6

Gross Sale price [(4) + (5)]

1,719

                

 

Shyam & Co


[image: image2.wmf]S No

Price (Gross)

1

Purchases

1,719

                

 

Output Tax

298

        

 

1(a)

Tax

191

                   

 

Input tax credit

(191)

      

 

1(b)

Basic Price (1-1(a))

1,528

                

 

Net VAT payable

107

        

 

2

Overheads

600

                   

 

3

12% Profit Margin [12% x 1(b) + (2)]

255

                   

 

0.125

4

Sale Price

2,383

                

 

5

Output tax [12.5% x (4)]

298

                   

 

6

Gross Sale price [(4) + (5)]

2,681

                

 


Singh & Co


[image: image3.wmf]S No

Price (Gross)

1

Purchases

2,681

                

 

Output Tax

343

        

 

1(a)

Tax 

298

                   

 

Input tax credit

(298)

      

 

1(b)

Basic Price (1-1(a))

2,383

                

 

Net VAT payable

45

          

 

3

15% Profit Margin [15% x 1(b)]

357

                   

 

0.125

4

Sale Price

2,741

                

 

5

Output tax [12.5% x (4)]

343

                   

 

6

Gross Sale price [(4) + (5)]

3,083

                

 


The total tax collected by the ETD is Rs 111+80+107+45 = Rs 343 (this is 12.5% of Rs. 2741/- - the final sale price).

Now let us take the same set of transactions and work out tax under last point sales tax scenario (assuming sales tax rate of 12.5%)

Ram & Sons

	1
	Gross Purchase Price
	                     889 

	2
	Overheads
	                     500 

	3
	Profit Margin (10%)
	                     139 

	4
	Output tax
	                       -   

	5
	Sale price
	                1,528 

	
	
	

	Shyam & Co.
	

	
	
	

	S No
	 
	 

	1
	Gross Purchase Price
	                  1,528 

	2
	Overheads
	                     600 

	3
	Profit Margin (12%)
	                     255 

	4
	Output tax
	                       -   

	5
	Sale price
	                2,383 

	
	
	

	Singh & Co.
	

	
	
	

	S No
	 
	 

	1
	Gross PurchasePrice
	                  2,383 

	
	
	


Total tax collected is again Rs 343.  

You will notice that the total tax remains same under both systems.
8.
Is Central Sales Tax being abolished ?

Central Sales Tax is not being abolished currently. However,  the CST rate is being reduced in a phased manner and eventually would be  phased out..
Chapter 3. Liability to tax and registration
1
Are all persons carrying on business in Punjab required to be registered?

All persons
 liable to pay tax are required to be registered. However, this requirement of registration does not apply to a casual trader
 as also a person dealing exclusively in tax-free goods.

2
What is the meaning of “person”?


The following entities, who, whether or not in the normal course of business, purchase, sell, supply or distribute any goods in the State, are treated as “person”
.

· a sole proprietor, 

· a partnership, 

· a Hindu undivided family, 

· a company, 

· a society, 

· a trust, 

· a club, 

· an institution, 

· an association, 

· a local authority, 

· a department of any State Government, Union territory Government or Central Government, 

· a Government enterprise, 

· a statutory body or other body corporate, 

· the local manager or agent of the above.

Also, any entity engaged in the following businesses are  treated as “person”: 

· Execution of works contract

· Hire-purchase

· Leasing

· Supply of food and beverages.

Further, following entities are also regarded as persons in relation to specific activities:

· A co-operative society or a club or an association which sells or supplies goods to its members 
· A factor, a broker, a commission agent, a person’s agent, an auctioneer or any other mercantile agent by whatever name called 

· Each of the following persons or bodies, who dispose of any goods including unclaimed or confiscated or as unserviceable or scrap surplus, old or obsolete goods or discarded material or waste products are considered as a person for the purposes of this Act to the extent of such disposals, namely:

a. Municipal Corporations, Municipal Councils and other local authorities constituted under any law for the time being in force;

b. Railways Administration as defined under the Railways Act, 1989;

c. Transport and construction companies;

d. Any person holding permit for the transport vehicles granted under the Motor Vehicles Act, 1988, which are used or adopted to be used for hire;

e. The State Road Transport Corporations;

f. Customs Department of the Government of India administering the Customs Act, 1962;

g. Insurance and Financial Corporations or companies and banks included in the Second Schedule to the Reserve Bank of India Act, 1934;
h. Advertising agencies;

i. Any other corporation, company, body or authority owned or set up by, or subject to the administrative control of the Central Government or any State Government.
Person, however, excludes an agriculturist who sells agricultural produce grown on any land inside the state in which he has an interest exclusively within the State.

3.
Whether it is compulsory for every person to get registered for VAT?

No, there is basic exemption for casual traders and persons dealing in sale of only tax free goods. Also, there is a composition scheme for small traders if they are doing business within the state only and are not registered under the Central Sales Tax Act. They can get registered for TOT (Turnover Tax).


4.
When does the liability to pay tax arise under the Act?

The Act provides for payment of VAT or TOT (Turnover Tax) on sale of goods. The liability to pay VAT/TOT arises when the “gross turnover” during the immediately preceding year or at any time during the year exceeds specified taxable quantum. 

5.
Is the meaning of “gross turnover” different under VAT Act as compared to PGST Act?

Gross turnover has almost the same meaning under VAT as it was under PGST Act. It continues to be the total of all the sales and purchases made by a person either himself or through an agent including amounts charged for freight, storage, demurrage, insurance or for doing anything with reference to the goods before or at the time of delivery of the goods. 

6.
Is “taxable turnover” different from “gross turnover”?

Yes. Taxable turnover is to be determined from gross turnover by reducing the following from gross turnover:

· Goods Returned2, within 6 months,

· Discounts2, trade and cash, as per market practice,

· Sale of tax free goods,

· Inter-State sales, 

· Exports,

· Sale price of cancelled sales2, etc.

Illustration: 

	The sales details of XYZ Ltd. Are as follows:
	Computation

	Particulars
	Amount

(Rs. In lacs)
	Taxable Turnover of Sales (Rs. In Lacs)

	a) Sales within the State (taxable goods)
	250
	250

	b) Stock transfers outside the State for sale
	25
	--

	c) Inter State Sales against C form
	150
	--

	d) Exports
	100
	--

	f) Sale of tax free goods
	25
	--

	Total
	550
	250

	g) Taxable goods sold within the state returned (within prescribed time)
	2
	(2)

	Total Sales
	548
	248


Note:

CST will have to be paid on goods sold interstate against Form C.

7.
Would the sales effected by the agent in the State be includible in determining “gross turnover”?

Yes, sales effected by the person himself and through his agent in the State would be required to be added together to determine gross turnover of the person. 

8.
Does "gross turnover" include turnover of exempt goods?
Yes. The term "total turnover" means aggregate turnover of all goods whether exempt or otherwise. 

9.
What is the taxable quantum for VAT liability?


Liability to VAT arises when gross turnover exceeds following:

	S. No.
	Any person, who…
	Taxable Quantum

	1.
	Imports taxable goods for sale or use in manufacture or processing any goods in the State
	Re. 1

	2.
	Receives goods on consignment/branch transfer from within or outside the State on which no tax is paid under the Act
	Re. 1

	3.
	Is liable to pay purchase tax
	Re. 1

	4.
	Is a manufacturer
	Rs. 1,00,000

	5.
	Is a person running a hotel / restaurant
	Rs. 5,00,000

	6.
	Is person running a bakery
	Rs. 10,00,000

	7.
	Desires voluntary registration
	Rs. 5,00,000

	8.
	Is not covered above
	Rs. 50,00,000

	9.
	Is registered under the Central Sales Tax Act
	Zero 


10.
How is the person liable to VAT described under the Act?


A person liable to VAT is referred to as “Taxable Person” under the Act.

11.
What is the taxable quantum for TOT liability?

Liability to TOT arises when gross turnover of a person in the preceding year is more than Rs. 5,00,000 but less than Rs. 50,00,000.

12.
Is person liable to TOT known differently under the Act?

Yes, a person liable to TOT is known as “Registered Person” whereas a person liable to pay VAT is known as “Taxable Person” under the Act.

13.
On what is TOT payable and at what rate?

It is payable on Taxable turnover including sales through agent excluding tax free sales. The current notified rate is 1%.

14. How does one compute the TOT?

Steps are:

a. Determine taxable turnover, (say it is Rs. 10 lakhs).

b. Apply the rate (it is 1%)

c. Amount of TOT (it would be Rs. 10,000)

15.
Is the ‘purchase tax’ leviable on any commodities under the VAT Act?

Yes, purchases in certain cases  continue to attract liability to purchase tax under VAT Act as was the case under PGST Act. Liability to pay purchase tax arises when a person purchases goods specified in Schedule H (Schedule D to PGST Act). Schedule H has items like paddy, wheat, sugarcane, etc. A person purchasing goods from an unregistered person for specified uses (for use in tax free goods, self consumption) is also liable to pay purchase tax on the purchase of goods from within the State.

16.
Can a person liable to pay TOT (Registered Person) be registered as a Taxable Person (liable to VAT)?

Yes, a Registered Person has an option to register as a Taxable Person. Such a person is required to file fresh application for registration as Taxable Person. 

17.
Can a person trading in taxable goods purchased within the state and having gross turnover of less than Rs. 5, 00,000 apply for registration as Taxable Person?

No, such a person does not have the option to register either as Taxable Person or as Registered Person.

18.
What is the procedure for registration?


The procedure for registration is as follows:

· An application for registration in Form VAT-1 is required to be filed with the designated officer in charge of the area, where business of the person seeking to obtain registration is located. The said application is to be filed within 30 days from the date when such person becomes liable to pay tax. Detailed instructions for filling up the form are contained in the form itself.

· The application for registration is to be accompanied by the following:

1. Deposit receipt of Rs. 500/- towards fees for registration. Such deposit receipt (in Form VAT-2) is to be obtained from the appropriate treasury after payment of the fee amount

2. Security in the form of:

· Bank guarantee from a local scheduled commercial bank for the amount of security


Or

· Personal Bond with two solvent sureties to the satisfaction of the designated officer for the amount of security/additional security in Form VAT-3

3. Copy of the constitution document e.g. partnership deed for a partnership firm, Memorandum and Articles of Association for a company.

4. Board Resolution authorizing the signatory to sign the application in case of company.

5. Proof of identification of the authorized signatory e.g. voter identity card, passport, driving license. 

6. Proof of principal place of business e.g. rent receipt, lease agreement, electricity bill.

19.
Is a person already registered under the PGST Act also required to file the application for registration under VAT Act?

Yes.  Such a person was also required to file application for registration under VAT Act in Form VAT-1 within 30 days from commencement of the Act, alongwith all the necessary documents as mentioned above except that such a person was not  required to pay any fees provided he applied within the prescribed time. Such a person was required to surrender his original registration certificate issued under the PGST Act and unused statutory forms, if any, alongwith the application for registration. 

20.
Who is required to sign the application for registration?

The Application for registration is required to be verified and signed by an authorised signatory. An authorised signatory for different categories of persons is:

a. proprietor, in case of proprietorship concern

b. managing partner, in case of partnership firm and where there is no managing partner, by any of the partners.

c. managing director or authorized signatory, in case of a company

d. karta, in case of Hindu Undivided Family

e. head of Department in case of any Government Department

f. principal officer in case of any other association of individuals

g. authorised signatory, in all other cases

21.       Is it possible to appoint an authorized representative?

Yes, Annexure- III to the Application form VAT- 1 provides for submission of details of an authorized representative. All actions of such authorized representative shall be binding on the persons having interest in the business.

22.
What is the amount of security to be furnished?


The amount of security to be provided is Rs.50,000. However, in case where a person was registered under the repealed Act and had furnished security under the repealed Act, such security shall be deemed to have been furnished under the Act subject to receipt of a confirmation, from respective sureties on such continuation.

23.
Can the security furnished by the person during registration be enhanced? What is the time limit for enhancement?

The security furnished by a person can be enhanced by the designated officer for proper realization of tax while the certificate is in force. Such additional security can be demanded upto a sum of Rs. 2 lacs. 

However, the designated officer is required to pass an order in writing giving reasons and after affording the person a reasonable opportunity of being heard.

24
What will be the outcome of filing of application for registration?

On satisfaction about the accuracy and completion of the application for registration, the designated officer will issue a registration certificate in Form VAT- 4. The registration certificate will be issued for the principal place of business and a copy each for additional place/s of business. 

On such registration, a registration number will also be issued to the person applying for registration. The registration nos. will be different for persons obtaining registration as Taxable Person and as Registered Person. Person applying for VAT registration will be granted VAT Registration Number (VRN)/ Tax Identification Number (TIN) and person applying for TOT registration will be granted TOT registration Number (TRN).

The registration numbers so granted are required to be mentioned in all returns, challans for tax payments, forms, invoices and other documents used in terms of VAT Act

25.    
How will the designated officer satisfy himself about the accuracy and completeness of the information furnished in the application?

The designated officer will check the documents and information furnished and make inquiries and may also get a visit conducted to the premises for verification of information provided in the application for registration. The date and time of visit would ordinarily be intimated in advance to the applicant.

26.
When will the registration certificate be issued? 


The registration certificate will be issued within thirty days from the date of receipt of completed application.

27.       What is a principal place of business and additional places of business? 

When a person has more than one place of business in the State, he is required to designate one such place as the principal place of business. The place/s of business other than principal place of business would be treated as additional place/s of business.

All applications, returns or statements in respect of all places of business are required to be submitted to the designated officer of the principal place of business and is required to include details of business in respect of all place/s of business.

28.
What is the time period within which a person is required to get himself registered?

A person is required to get himself registered within 30 days from the date he becomes liable to pay tax under the Act.

29.
Can a person get a duplicate registration certificate?

Yes, a duplicate certificate can be obtained on making   an application for issuance of duplicate certificate to be submitted to the designated officer along with a receipt of Rs. 100/- in the appropriate Govt. Treasury. 

30.
Is the registration certificate required to be displayed at the place of business?


Yes, the original registration certificate is required to be displayed at the principal place of business and a copy of the registration certificate is required to be displayed at each additional place of business.

31.
What is to be done in case of a change in facts mentioned in the application for registration? When?

In case of such a change, an application for amendment is to be made to the designated officer within thirty days of the occurrence of the event necessitating such an amendment. In case of a change in the additional place of business, a copy of the application is required to be filed with the designated officer of the additional place/s of business also.

Such application for amendment is required to be filed within thirty days of the change.

32.
What is to be done in case the business as a whole is transferred? 

An application is to be filed by the transferee of the business with his designated officer within thirty days of such transfer for getting the registration amended. 

The transferor of the business will have to apply for cancellation of registration on transfer of his business as a whole.

33.         Can a registration certificate be transferred to another person?

No, registration certificate is personal to the applicant and cannot be transferred. Applicant is required to apply for cancellation of registration on transfer of business or discontinuation of his business. The person to whom the business is transferred (the transferee) is required to apply for fresh registration if he is not registered.

34.

What happens if a person liable to register does not get himself registered?

If a person liable to register fails to do so, he would be required to:

· register himself; 

· pay the tax due; 

· pay penalty equal to the amount of tax payable from the date such person became liable for registration.

· pay interest on tax.

35.
Can the registration be got cancelled? 


Any person whose –

· business in respect of which registration is granted is discontinued or 

· liability to pay tax has ceased or 

· CST registration is cancelled and who is otherwise not liable to pay tax under the VAT Act 

can apply for cancellation of his registration.

36.      
What is the time period for making application for cancellation of registration?

The person must apply for cancellation of registration within the time period fixed  

under the Rule. The limit is thirty days after the occurrence of the event necessitating

             cancellation.

37.
What happens if a person liable to get the registration cancelled does not get it cancelled

If a person liable to get the registration cancelled fails to do so, the ETD would cancel the registration and take penal action for not discharging  his liability within specified time.
38.
What is the procedure for cancellation of registration?

The person is required to file an application for cancellation of registration together with the requisite documents and also stating his reasons for seeking cancellation of registration. 

39.
What other documents are required to be filed with the application for cancellation of registration? 

The application is required to be accompanied with the following documents:

· Original certificate of registration and copies for additional place/s of business;

· Unused statutory forms, if any;

· Return, if any due for submission on date of application;

· Statement of goods imported or manufactured during the preceding two years;

· A final return in form VAT-15 or VAT-17, as the case may be, along-with statement of closing stock and capital goods.

40.
Can the Department cancel registration of a person?

Yes, the department can also cancel the registration on the following grounds

1 Business has been discontinued

2 There has been contravention of any of the provisions of the Act and the Rules

3 Non-filing of the Tax Returns or non-payment of the tax due.

4 Misuse of registration

The registration shall however be cancelled only after giving the person an opportunity of being heard .In such a case the person whose registration is cancelled shall submit his original registration certificate and unused statutory forms within fifteen days of such cancellation.

41.
From what date the cancellation of registration be effective?

In case where the Taxable Person or Registered Person has applied for cancellation of registration, the cancellation will ordinarily be effective from the date of filing of application for cancellation. 

In case where the registration is cancelled by the department, it will be effective from date of the order passed by the designated officer or the date on which public notice canceling registration is issued, which ever is earlier. 
42.
When does a liability of a person registered as a Taxable Person or a Registered Person cease? 

 A person’s liability to pay tax ceases if during three consecutive years his gross turnover is less than the taxable quantum applicable in his case. Such period of three years may be extended by the State Government by issuance of a notification on expiry of which his liability to pay tax would ceases. 

This, however, does not apply where the business is discontinued and a person had obtained registration under VAT Act on account of his being registered under CST Act but had no liability to pay tax (VAT/TOT) under VAT Act. 
Chapter 4. Invoices


1  Who is obliged to issue invoice to whom and when?


Every –

· Taxable Person,

· Registered Person and

· Agent of above persons,

are obliged to issue an invoice.

Such an invoice is required to be issued to the purchaser of goods if the value of goods sold exceeds Rs 100/-

2
If the value of goods sold is less than Rs.100/-, what are my obligations?


If the value of goods sold is less than Rs 100/-,then the obligations are :

· To issue an invoice, if purchaser asks for it; and

· Record such sale in account books on daily basis.

3
Is there specific description of an invoice under the VAT Act?

The description of invoices in VAT Act is as follows

a) VAT Invoice; and

b) Retail Invoice.

4 
What is VAT Invoice?


An invoice issued by a Taxable Person  against sale of goods to another Taxable Person is described as a VAT Invoice

5
What is the significance of a VAT invoice?

Invoices are crucial documents for administering VAT for both – taxpayer and tax administrator.  A VAT invoice establishes the tax liability of the taxable seller and the Input Tax Credit entitlement of the taxable purchaser. 

6 
What is a retail invoice?

An invoice issued by a Registered Person to a purchaser, listing goods and its quantity and price and value. Thus, in a retail invoice, the tax charged may not be indicated separately. A Taxable Person shall issue a retail invoice in respect of sales made to persons other than Taxable Person.

7 
What is the significant difference between a VAT Invoice and Retail Invoice?

The significant difference between a VAT Invoice and a Retail Invoice is that a VAT Invoice entitles the purchaser being Taxable Person to claim input tax credit, whereas a Retail Invoice cannot be used to claim input tax credits.

8  
Who should issue VAT Invoice/Retail Invoice?

a)    Taxable Person should issue: 

· A VAT Invoice in case of sale to another Taxable Person. 

· A retail invoice for a sale to a person other than Taxable Person.
b)   Registered Person should issue a Retail Invoice to the purchaser of his goods. He cannot issue a VAT invoice.
9     
What are the mandatory details that need to be clearly mentioned on a VAT 

Invoice?

Following are the mandatory details that need to be clearly mentioned on a VAT Invoice

a) Running serial number, printed by mechanical or electronic process;

b) Name, address, registration number of the seller;

c) Name, address, registration number of the purchaser;

d) Date of issue;

e) Quantity and full description of goods sold;

f) Unit price of the goods excluding VAT;

g) Rate and amount of VAT charged;

h) Total value of the goods;

i) Mode of transportation of the goods and details thereof ; Sr.No. of Form VAT-36; if sent outside Punjab;

j) Signature of proprietor/partner/director/authorized agent; and

k) Above all the words `VAT INVOICE’ shall be prominently printed on the invoice.

10
How many copies of VAT invoices will need to be made?

VAT invoices shall be at least in triplicate as detailed below:

a) The first copy shall be issued to the purchaser prominently stating: ‘ORIGINAL’ and ‘Input Tax Credit is available to a Taxable Person against this copy only’;

b) The second copy shall be issued to the transporter of goods prominently stating: ‘Transporter’s copy’ and ‘This copy does not entitle the holder to claim tax credit’; and

c) The last copy shall bear the words ‘Seller’s copy’ and shall be retained by the seller.

11
What if I need to make additional copies of VAT invoices for business purposes?

The law does not put any restriction on making additional copies of VAT invoices. You can make more copies of VAT invoices but such additional copies cannot be used for claiming input tax credit.

12 
Which mode can be employed for issuance or preparation of an invoice?

It can be:

a) issued from duly bound pre-printed invoice or cash memo book; or

b) prepared on computer or other electronic/mechanical device.

13 
What are the mandatory details that need to be clearly mentioned on a Retail Invoice?

Following are the mandatory details that need to be clearly mentioned on a Retail Invoice

a) Running serial number of the invoice printed by mechanical or electronic process;

b) Name, address, registration number of the selling person;

c) Date of issue of the invoice;

d) Quantity and full description of goods sold;

e) Unit price of the goods; 

f) Total value of the goods; and

g) Signature of proprietor/partner/director/authorized agent.

In case of interstate sale and exports out of India, the Retail Invoice should also contain the following additional details:

a)
The name, address and registration number of purchaser,

b)
The rate and amount of tax charged in respect of taxable goods;

c)
Serial number of Form VAT-36; and

d)
Mode of transportation and details thereof.
14
How many copies of retail invoices will need to be made?


Retail invoices shall be in duplicate. The first copy shall be issued to the purchaser and the second copy shall be retained by the seller. 
15 
Which mode can be employed for issuance or preparation of an invoice?


It can be:

a) issued from duly bound pre-printed invoice or cash memo book; or

b) prepared on computer or other electronic/mechanical device.

16
What is status of VAT Invoice for claiming ITC?

VAT Invoice is a primary and basic document for claiming ITC. 


Original VAT invoice is a must for claiming ITC. 

It is the obligation of the claimant to prove that the VAT invoice is bonafide and issued by a Taxable Person.

17
What is the status of a retail invoice that I receive from an unregistered Person? 

Registered Persons would issue the ‘Retail Invoice’. Unregistered persons may issue an invoice. 

Such invoices cannot be used to claim input tax credit.

18
Does a person need to retain VAT invoices that he receives?

Yes. He will need to retain the invoices for a period of six years after the end of the year to which the invoices relate.  However, in case an assessment is pending, or his transactions during a certain period are the subject matter of an appeal, he would be required to retain the invoices till the assessment or the appeal is finalized.

19
What happens if original VAT invoice is lost or mutilated?

In that case, ITC will be available only after the designated officer determines the amount of credit.

For the purpose:

a) Taxable Person (the claimant) shall make an application to designated officer;

b) Attach a duplicate copy of VAT invoice issued by the seller;

c) Furnish indemnity bond for the amount equal to ITC under such invoice; and

d) Claim credit based on an order passed by the designated officer.

20  
When should a delivery challan be issued? 


 
A Registered Person or a Taxable Person will need to issue a delivery challan when he is   making a branch transfer or consignment transfer effecting transfer of property in goods otherwise than by way of a sale.

21
What are the mandatory details that need to be recorded clearly on a delivery challan?

Following are the mandatory details that need to be clearly mentioned on a delivery challan:     


a)   Name and address of the consignor

             b)   VRN/ TIN of the consignor

             c)   Serial Number printed by a electronic / mechanical process         

d)   The words, ‘Delivery Challan’ prominently printed on the document;

e)   Date of transfer of goods;

f)    Name, address and registration number of the consignee;

g)   Description of goods, weight, quantity, estimated price per unit and total estimated value of goods;

h)   Mode of transportation of goods and details thereof (if represent interstate transaction, Sr. No. of form VAT-36); and

i)    Signature of the Consignor.

22
How many copies of delivery challan will need to be made?


Delivery challan shall be in triplicate.

a) Original copy shall be issued to the consignee.

b) The second copy shall be for transporter of goods, and 

c) The third copy shall be retained by the consignor.

23
Which mode can be employed for issuance or preparation of a delivery challan?


A Delivery challan can be

a) issued from duly bound pre-printed delivery challan book; or

b) prepared on computer or other electronic/mechanical device.

Chapter 5.  Books & Records

1 Who is obliged to keep Books of Account?

· Every Taxable Person; and

· Registered Person

is obliged to maintain Books of Account and/or records.

2
Which books of accounts / records are required to be kept?
Broadly, normal records as are maintained for business, in normal course, are required to be kept.  These could be:

· Bank Account(s)

· Cash Account(s)

· Journal

· Purchase Register

· Sales Register

· Ledger

· Stock Records

· Delivery Records

· Production Records (for manufacturer)

3
Where are such books of accounts / records required to be kept?

The Accounts shall be kept at:

· Place(s) of business specified in registration certificate; and / or

· Such other place(s) as may be permitted with prior approval of Commissioner or designated officer.

4
Can ETD direct maintenance of accounts / records?

Yes, the ETD can direct maintenance of accounts / records relating to goods purchased and sold in cases of:

· Taxable Person

· Registered Person

· Casual trader or

· Any other person

             If the Commissioner or designated officer considers that the accounts:

· are not sufficiently clear; or

· are not so kept as would enable a proper scrutiny of returns / statements furnished

he may direct any person, whether liable to tax or not, by a notice in writing, to keep such:

· accounts

· records of sale

· records of purchase

in such form and manner, which would enable proper assessment of tax.

5
Is a person obliged to produce the accounts / records before a designated officer?

Yes, a person is obliged to produce accounts / records before a designated officer, in response to a notice, with respect to each of the following: 

· Authentication of  records maintained; and/or

· Audit of return; and/or

· Other purposes of the Act (like cross verification)

6
Which specific records is a Taxable Person required to maintain?

A Taxable Person, in normal circumstances, is required to maintain the following records:

a) A monthly VAT account specifying:

· total output tax

· total input tax and 

· net tax payable or the excess tax credit due for carry forward / refund, as the case may be. 

b) Purchase records showing details of: 

· Tax paid purchases within Punjab 

· Non tax paid purchases within Punjab

· Purchases from an exempted unit within Punjab 

· Inter-state purchases

· Imports

The records should enable determination of purchases supplier-wise as also state-wise.

c) Original VAT invoices for tax paid purchases and invoices for purchases without VAT payment, date-wise and in chronological order

d) Sales records of sales within Punjab showing separately: 

· sales made at different tax rates

· zero–rated taxable sales

· tax free sales

The records should enable determination of sales purchaser-wise.

e) Copies of VAT invoices of taxable sales and invoices of tax free sales, date-wise and in numerical order;

f) Record of inter-state sales and transfer of goods, including goods sent for job work supported by statutory declarations and other relevant evidence;

g) Details of input tax calculations in case where the Taxable Person is making both taxable as well as tax free sales;

h) Stock records showing stock receipts and dispatches;

i) Manufacturing records, if applicable;

j) Order records and delivery challans, wherever applicable;

k) Annual accounts including trading, profit and loss accounts and the balance sheet; and

l) Bank / cash records, including statements, cheque book counter foils and pay-in-slips.

 7     
Which records is a Registered Person required to maintain?

A Registered Person would normally be required to maintain:

a) Details of the goods purchased and sold; and 

b) Cash book, daybook, ledger, invoice/bill books and purchase vouchers.

8  
Is any specimen provided for any of the above records?

Yes, they are as follows:

	Nature of Record
	Form No.

	
	Taxable Person
	Registered Person

	Sales Register
	VAT-31
	VAT-33

	Purchase Register
	VAT-32
	VAT-34


The above specimens are only to facilitate proper maintenance of records.  The person may maintain the above records to suit his requirements but shall ensure all the details specified in specimen are contained in his records.

9   
Does a person need to maintain debit and credit notes?

Yes.  Copies of debit and credit notes issued and received by you should be separately filed in chronological order and should be kept in a manner that the same can be related to the respective purchase and sales transactions.

10 
How long is a person required to retain books of accounts? 

Under the Act a person should retain the books of accounts or other records for six years after the end of the year to which they relate.  If assessment is pending, or transactions during a certain period are the subject matter of an appeal, the person is required to retain the relevant books of accounts till the assessment or the appeal is finalized.

11
Can a person maintain accounts (referred in Question 2 & 3 above) in electronic form?


Yes, after informing the Commissioner / designated officer.  

12    
Does a person need to furnish information on the software code, data structures etc in case he maintains accounts in electronic form? 

On request by the ETD, or during the course of an audit (in case the person is subject to mandatory audit of accounts u/s 43 of the Act), the person would be required to provide account of the audit trail and inter-linkage and the financial accounts, record layout, data dictionary & total number of records in each field or any other relevant information as requested from him.   

13    
Does a person also need to maintain paper copies (or ‘hard copies’) in case he maintains accounts in electronic form?

Yes.  Printouts must be taken at the end of each month and each class of record / documents shall be kept in bound folders.  The person should produce paper copies of the electronic records in case he is requested to do so by ETD. 

14   
What measures does a person need to take to prevent destruction of accounts by accidents, natural calamities, thefts etc?

The person shall be required to ensure that proper backup records (including electronic records) are maintained and preserved so that in the event of destruction due to events beyond his control, reliable information can be retrieved and restored within reasonable period of time. 

15    
Can a person be prohibited from maintaining accounts in electronic form?
Yes, if found that:

· the facility is misused or

· access is not provided to information or

· for any other cogent reason

the Commissioner/ authorized office may after recording reasons in writing, based on explanation given by a person, prohibit maintenance of accounts in electronic form.

Chapter 6. Tax Payable
1. On what are taxes payable by a Taxable Person?

A Taxable Person is liable to pay:

· Tax on sale; and/or 

· Tax on purchases of Schedule H goods.

2. Is he liable to pay tax on the aggregate of the above?

No. He is liable to pay `Net Tax’ as per provisions of the Act and Rules. 

3. How is VAT on sale to be worked out?

VAT on sale is to be worked out by applying VAT rate to the sale price of the goods 

4.
What does sale price mean?

Generally, it means the valuable consideration received / receivable for any sale of goods which includes transactions like transfer of goods under works contract, hire purchase, right to use but does not include the tax paid or payable in respect of such sale. 

5.
What does sale price include?

· Any charge for anything done by the seller to the goods at or before delivery; and/or

· Excise duty paid under the Central Excise Act,1944.and/or
· Customs duty paid under the Customs Act,1962 and/or
· Excise Duty paid under the Punjab Excise Act, 1914
· Any sum charged for freight, storage, demurrage and insurance
6.
What does sale price exclude?

Sale Price shall not include tax paid or payable on such sale

7.
How does one calculate sale price?

The calculation is illustrated below:

	Particulars
	Amount (Rs.)

	Amount of valuable consideration received / receivable
	
	100

	Add:
	
	

	(a)  Excise duty (@10% of Rs.100)
	10
	

	(b)  Packing and handling expenses
	5
	

	(c) Special packing charges for gift
	2
	17

	SALE PRICE (If discount is not availed)
	
	117

	Less: Cash discount, as per trade practice (2% on Rs.100)
	
	(2)

	SALE PRICE  (if discount is availed)
	
	115


8.
Is turnover tax (TOT) also to be worked out on the aggregate of sale price in the manner described above? 

Yes. 

9.
What is the significance and relevance of purchase price?

Determination thereof is required to:

· Calculate taxable turnover to ascertain liability to tax; and

· Calculate purchase tax.
10.
On what is purchase tax payable?

Purchase tax is payable on purchase price which means the valuable consideration for any purchase made.

11. How is purchase price to be computed?

Purchase price includes the following:

· Any charge for anything done by the seller to the goods at or before delivery; and/or

· Excise duty; and/or
· Customs duty; and/or
· Freight, storage, demurrage and insurance; and/or

· Tax, duty, etc. paid on purchase of wheat, paddy, cotton, sugar cane, milk purchased for manufacture of taxable goods, in Punjab.

 Purchase price does not include tax on purchases under the Act.

12. What is net tax payable (VAT)?

Net tax payable means:

· Output tax, plus
· Purchase tax, if any, minus

· Input Tax Credit (VAT paid within the state and purchase tax)

The same is illustrated below.

Taxable Turnover
Rs.
100.00

VAT @ 12.5%
Rs.
12.50



_____

Total
Rs.
112.50



=====

Purchase Tax
Rs.
2.00

Input Tax eligible for credit
Rs.
4.00

Net Tax Payable

Output tax
Rs.
12.50

Add: Purchase tax
Rs.
2.00

Less: Input Tax Credit (Rs. 4 + Rs. 2)
Rs.
6.00



_____

Net Tax Payable
Rs.
8.50



=====

Output Tax is the amount of tax payable on sale of goods by a Taxable Person in the state, of sale made to a consumer or a person registered under the Act.

Purchase Tax is the tax payable on the taxable turnover of purchases of goods specified in Schedule H at the rate of VAT applicable to such goods as per the Schedule. Similarly where a  Taxable Person purchases taxable goods from a person other than a Taxable Person or a Registered Person and uses such goods in the manufacture of tax free goods or disposes them in any manner other than by way of sale or dispatches them to a place outside the state than there shall be levied a tax on the taxable turnover of purchases.

Input Tax is the VAT paid or payable under this Act by a Taxable Person to another Taxable Person on the purchase of goods. These goods could be for resale or for use by the buyer in the manufacture or processing or packing of taxable goods in the state.  Input Tax Credit is the amount eligible for credit out of the input tax paid.

The Act defines the above taxes as also explains them and broadly provides for the mode and manner of calculation thereof.

Chapter 7. Input Tax Credit and method of calculation of Input Tax Credit

1.
What is ‘Input Tax Credit’?


Credit of input tax available against output tax liability under the Act.

Input tax credit or set-off is the allowance of input tax against the tax payable on sales and purchases.  

Its relevance in computation of VAT is as follows:

Tax payable on Sales and purchases of goods

Rs … 

Less: input tax or set off tax (eligible)



Rs …










   ----

VAT payable






Rs …










   ===





It reduces the Tax Payable and gives effect to the scheme of VAT.

The credit or set off would be subject to: 

· the permissible circumstances; and 

· the restrictions and conditions, 

as laid down.

2.
Is Input Tax Credit available for the entire “input tax”?

Allowability of Input Tax Credit depends on the distribution pattern of goods i.e. whether the goods are sold or stock transferred or given free of cost as gifts and like. 

Detailed provisions for computation of Input Tax Credit are contained in the Act and Rules.

Generally, Input Tax Credit is wholly allowable if inputs / eligible capital goods are used in manufacture of goods sold within the state or sold in the course of inter-state trade or export. Same would apply for finished goods.

3.
Is Input Tax Credit available on Purchase Tax paid?

Yes, purchase tax paid by a person will be admissible as Input Tax Credit if the goods are sold within the state or are used in the manufacture of taxable goods within the state or are sold in the course of inter state trade or in the course of export.  

4.
Who can avail Input Tax Credit?

Only Taxable Person can claim Input Tax Credit.  A Registered Person cannot claim Input Tax Credit.
To illustrate:


Nature of Person


Can claim Input Tax Credit?


Taxable Person





Yes


Registered Person




No


Unregistered Person




No


Any other person




No


Works Contractor under general scheme


Yes


Lessor






Yes

5.
Is there a negative list of goods against which claim of Input Tax Credit is not allowable, even if such goods are for use in course of business and are purchased from a Taxable Person?

Yes.

A Taxable Person will not be eligible to claim Input Tax Credit in respect of tax paid on purchases of the following goods, unless he is dealing in the same in the course of his business:

1. Automobiles including commercial vehicles, two wheelers, three wheelers and spare parts for the repair and maintenance thereof;

2. Petrol, diesel, aviation turbine fuel, liquefied petroleum gas and condensed natural gas;

3. Office equipment and building material;

4. Furniture fixtures including electrical fixtures and fittings;

5. Air-conditioning units, air circulators and refrigeration units except where air-conditioning, air circulating or refrigeration is essential for sale / storage of taxable goods or in the manufacturing process of taxable goods;

6. The provisions of food, beverage and tobacco products, unless the Taxable Person is in the business of providing food, beverage and tobacco products.

In addition, Input Tax Credit will not be available on tax paid on purchase of the following goods:

(i) Civil structure and immovable goods or properties;

(ii) Weigh bridge, except when installed inside the manufacturing premises for use in the manufacturing process of taxable goods;

(iii) Goods used in manufacture, processing or packaging of tax free goods specified in Schedule A of the Act;

(iv) Goods used in generation, distribution and transmission of electrical energy unless such generation, distribution and transmission of electrical energy is for captive consumption.

(v) Goods used for personal consumption or gifts.
6.
What happens if a Taxable Person stock transfers goods purchased from within the state to another state?

In such cases, Input Tax Credit will be restricted. Input Tax Credit would be available only to the extent by which the amount of tax paid in Punjab exceeds 4% on purchase value of goods if the goods are subsequently branch transferred out of Punjab. (This 4% is referred to as retention)

Illustration

M/s. Singh & Co. makes local purchases of 33,750 (which includes Rs. 3,750 as VAT).  These are then transferred to their branch in Delhi.  Calculate the value of Input Tax Credit available to M/s. Singh & Co. (Assume VAT rate of 12.5%).


Purchase value of goods dispatched by branch transfer = 33750 – 3750 = Rs. 30,000


Retention of ITC – 4% of Rs. 30,000 – Rs. 1,200


ITC available = Rs. 3,750 – Rs. 1,200 = Rs. 2,550

7.
How do I calculate the Input Tax Credit available to me if I am selling locally as well doing branch transfers?

For this purpose, you would need to first check whether it is possible for you to identify goods / inputs used in manufacture of goods which are  stock transferred.  If that is possible, you need to identify input tax in relation to such goods.  (Specific identification basis). In such case, the Input Tax Credit will be allowable as follows:

 Input tax paid on such purchases - 4% of purchase price representing such goods


In case, it is not possible to so identify, you would need to apply following formula:

Retention of Input Tax Credit against branch transfers  = 
     IP x BT x 4   ​​​   






                        

             (GT + BT) x 100
where

IP is purchase value of goods in respect of which ITC is considered




BT is value of branch transfer




GT is value of total turnover excluding turnover of tax-free goods


This is referred to as Proportionate Basis

Illustration
A manufacturer makes Rs 6 lacs worth of local purchases comprising:

· Rs 4 lacs worth of purchases of commodity ‘x’ with a local tax rate of 12.5%

· Rs 2 lacs worth of purchases of commodity ‘y’ with a local tax rate of 4%

Using these purchased stocks, he manufactures and sells commodity ‘z’ for Rs. 10 lacs comprising:

· Rs 5 lacs worth of local sales at 12.5%

· Rs 3 lacs worth of sales on inter-state basis (against C-form, @ CST rate of 4%)

· Rs 2 lacs worth of branch transfers outside Punjab (against F-Form)

The total tax liability and Input Tax Credit are as under:

	Calculation of Input Tax Credit
	Amount (Rs)

	Purchases of inputs (excluding tax)
	

	Comm ‘X’ @ 12.5% (Tax Rs. 50,000) 
	400,000

	Comm ‘Y’ @ 4% (Tax Rs. 8,000) 
	200,000

	Input Tax n the above purchase 
	  58,000

	Less: Adjustment of Input Tax Credit for branch transfer 
	(4,800)

	Net Input Tax Credit
	53,200


	Calculation of Output Tax 
	Amount (Rs)

	Taxable sales in Punjab @ 12.5% 
	500,000

	VAT on taxable sales 
	62,500

	Sales against C-Form 
	300,000

	CST on sales against C Form (@4%)
	12,000

	Branch transfers against F Form 
	200,000

	Total output tax (VAT+CST)
	74,500


Net tax payable is therefore Rs. 74,500 – Rs. 53,200 = Rs. 21,300

Value of purchases used for branch transfer is calculated as follows:

Proportion of branch transfer in total sales = value of branch transfer / value of total turnover



i.e. 200,000/ 10,00,000 (500,000+300,000+200,000)= 20%

Proportion of purchases used for making branch transfer 

= 20% x 600,000 (400,000+200,000) = 120,000

Retention of Input Tax Credit against branch transfers = 4% x 120,000 = Rs. 4,800 

Input Tax Credit available = 58,000 – 4,800 = Rs. 53,200

Working Notes:

a) Input tax is calculated as under:                                            

12.5% x 400,000 + 4% x 200,000 = 58,000

b) Credit is available on the actual tax paid on inputs in Punjab, irrespective of the rate of output tax

c) Full Input Tax Credit available for sale against C-form

Alternatively, the above retention of Rs 4,800 can also be calculated as follows:

   ITC retention =   IP x BT x 4          =   600,000 x 200,000 x 4 =  Rs 4800

                              (GT + BT) x 100         1,000,000 x 100
8.
What if a person makes tax-free as well as taxable sales? 

In case a Taxable Person sells tax-free as well as taxable goods, Input Tax Credit shall be available only for the input taxes related to the taxable goods either on specific identification basis or proportionate basis. 

9. How would Input Tax Credit be apportioned in case a person makes tax-free as well as taxable sales?

The amount which can be claimed as Input Tax Credit is to be calculated by the formula

  IT x T              
GT + BT

Where —

IT 
is the total amount of input tax for the period less reverse tax.

T
is the total value of taxable sales (ie excluding tax-free sales) including branch transfers made by the Taxable Person in the return period, zero-rated sales & inter-state sales.

GT 
is the total value of all sales (ie including inter-state sales) during the return period but excluding tax.


BT 
is value of branch transfer
Illustration
A business has a total sales turnover of Rs 15 lacs and purchases worth 9 lacs in a month. The details of sales and purchases are as under:

a) Rs 9 lacs worth of purchases comprising:

· Rs 5 lacs worth of purchases with a local tax rate of 12.5%

· Rs 2 lacs worth of purchases with a local tax rate of 4%

· Rs 2 lacs worth of inter-state purchases

b) Rs 15 lacs worth of sales comprising:

· Rs 8 lacs worth of local sales at 12.5%

· Rs 2 lacs worth of tax-free sales

· Rs 3 lacs worth of sales on inter-state basis (against C-form)

· Rs 2 lacs worth of branch transfers outside Punjab (against F-Form)

Let’s assume that the inputs are common and not readily identifiable against each category of sales.

The total tax liability and Input Tax Credit are as under:

	Calculation of Input Tax Credit
	Amount (Rs)

	Inter state purchases 
	200,000

	Purchases made in Punjab (excluding tax)
	

	@ 12.5% 
	500,000

	@ 4%
	  200,000

	Input Tax on purchase made in Punjab 
	70,500

	Less: Reduction in Put Tax for proportion of tax free sales 
	(9,400)

	Input Tax Credit eligible for setoff (A) 
	61,100

	Less: Adjustment to Input Tax Credit for branch transfer (B) 
	(3,733)

	Net Input Tax Credit
	57,367


	Calculation of Output Tax 
	Amount (Rs)

	Taxable sales in Punjab @ 12.5% 
	800,000

	VAT on taxable sales 
	100,000

	Tax free sales 
	200,000

	Sale against C Form 
	300,000

	CST on sale against C Form @ 4% 
	12,000

	Branch transfers against F Form 
	200,000

	Total output tax (VAT + CST)
	112,000


Net tax payable is therefore, Rs. 112,000 – Rs. 57,367 = Rs. 54,633 

Working Notes:

a) Input tax (I) is calculated as under:                                               



      12.5% x 500,000 + 4% x 200,000 = 70,500
b) Input tax apportioned to taxable sales



      =  (IT x T) / (GT + BT) = (70,500 x 1,300,000) / (1,300,000 + 200,000) = 61,100
c) Retention of ITC against branch transfers:


             = (IP x BT x 4) / (GT + BT) x 100 = (70000 x 200000 x 4) / (1,500,000 x 100) = 3,733

d) Net ITC available = 61,100 – 3,733 = Rs 57,367

10.
Is Input Tax Credit available on petroleum products?


In case of:

· furnace oil

· transformer oil

· mineral turpentine oil

· water methanol mixture

· naphtha  and lubricants

Input Tax Credit is allowed to the extent VAT paid in excess of  4%, provided they are used for:

a) production of taxable goods; or

b) captive generation of power.

11.
Would I be entitled to claim credit for CST paid on purchase of goods?

 No there is no entitlement for CST paid.   

12. Will Input Tax Credit be allowed if goods are exported out of India? 

Sales in the course of export out of the territory of India, are zero rated. On such sales no output tax is payable though the input tax paid on the purchases related to such sales is available as input tax credit/ refund.  

13.
Is any adjustment required to be made to Input Tax Credit once claimed?

Yes, Input Tax Credit requires adjustment in case of modification in sale or sale price e.g. by issue of debit note or credit sales returns, discounts in case is referred as it has effect of reducing Input Tax Credit claimed earlier, it is referred as reverse input tax note, affecting input tax.

This would apply in the following circumstances:

1) Credit note for output tax received from the seller for VAT charged

2) VAT on goods returned after claiming credit

3) VAT on goods used for non specified purpose after availing credit

4) Taxable Person subsequently registers himself  as Registered Person – in that case, Input Tax Credit availed on stock of goods held on date of registration as Taxable Person

5) Input Tax Credit availed on goods exported outside India for which a refund is claimed

6) Goods which could not be used for specified purposes

7) Goods in stock at the time of closure of business

14. 
What if raw materials or semi-finished goods are sent outside Punjab State for further processing?

In such a case, Input Tax Credit shall be reduced by 4% of the value of goods (debited) so sent out for further processing.  However, when goods are received back, the Input Tax Credit so debited can be taken as credit.

15.
How does one calculate actual amount of Input Tax Credit for a tax period?

Broadly stated, the steps would be as follows:

Input tax, eligible for credit



…

Add / Less : Adjustments, if any



…








___








…

Less: Reverse input tax




…








___

Input Tax Credit Available




…








===

16.
What conditions do I need to fulfill to claim Input Tax Credit?

In order to claim Input Tax Credit you must fulfill the following other conditions:

b) You must have the original VAT invoice issued to you by a Taxable Person;

c) You must maintain an input tax register comprising the records of all purchases of goods eligible for Input Tax Credit and all adjustments thereto; and

d) You must maintain an output tax register comprising the records of all sales of taxable goods and all adjustments thereto.

17. How do I claim my Input Tax Credit?

When you compute your self-assessed tax liability for a tax period, you can claim Input Tax Credit in respect of input tax paid in the said tax period.  This can then be set-off against the output tax liability for the tax period in accordance with the provisions of the Act and Rules.

18. Will there be a compulsory audit of my returns before allowing Input Tax Credit?

No.  You can file your return and claim Input Tax Credit on self-assessment basis. Audit of returns shall take place in selective cases for which due notice shall be sent by the VAT authorities.

19. Is there a one-to-one correlation between my output tax liabilities and Input Tax Credit?

There is no one-to-one correlation between Input Tax Credit and output tax.  However, in case a Taxable Person is selling tax free and taxable goods or is engaged in branch/consignment transfers, he may have to apportion the input taxes against the different categories as explained earlier in this chapter, and then claim the available Input Tax Credit in the prescribed manner.

20. What is the treatment given to Input Tax Credit in excess of output tax plus purchase tax?

The excess Input Tax Credit shall be dealt with as follows:

· It shall be adjusted against the tax liability, if any, under the CST Act of the tax period at the option of the Taxable Person; 

· Excess, if any, shall be adjusted against outstanding tax, penalty or interest, if any under the Act or the CST Act; 

· Any amount of credit remaining after above adjustments shall be carried forward to the next tax period or the same shall be refunded, as per applicable provisions. 

21.       I have omitted to claim credit, what is the remedy?


You can rectify the return and claim credit, subject to fulfillment of conditions including time limit for rectification.

22.If I am a Registered Person and obtain registration as a Taxable Person, can I claim Input Tax Credit on stocks held on that date?

If such stock is sold within 30 days, you would be liable to pay TOT. Otherwise, you will have to pay VAT on sale of such stocks
 

23. What are the consequences of any false claim?

If found, upon audit/cross verification, that a false claim for Input Tax Credit is made, it can be recovered.  In addition, you would be liable to pay penalty etc. (please refer Chapter 13).

22. Is Input Tax Credit available in respect of TOT?

No.

Chapter 8. Input Tax Credit on Transitional Stock

1.
What is the treatment of ‘tax-paid’ stock held during transition 

Tax paid under the PGST Act on stock of goods other than capital goods held on the date of transition to VAT is  allowed as Input Tax Credit.  This is however subject to the following key conditions:

a) The goods must have been purchased during the period not exceeding 12 months prior to the transition date from within the state of Punjab;

b) The goods must not be those that are liable to sales tax at the point of last sale under the PGST Act; and 

c) The goods must be used for the purpose of sale, or for use in manufacturing or processing or packaging of taxable goods in the State.

d) The rate of tax applicable for calculating Input Tax Credit  is  the rate of tax prevailing on the day preceding the appointed day or the rate of tax on the day of purchase of goods under the repealed Act or the rate of tax under this Act, whichever is lowest.

e) Input Tax Credit available is to  be proportionately adjusted in equal installments over a period of one year beginning after three months from the appointed day.

2. Who is eligible to claim Input Tax Credit on stock held on 1 April 2005?

Persons registered under the PGST Act and subsequently registered as a Taxable Person under the Act on 1 April 2005, are eligible to claim Input Tax Credit on tax-paid stocks held on 1 April 2005, except the stock purchased from exempt unit.

Persons registered under PGST Act and subsequently registered as Registered Person, or those whose registration has not been continued under the Act are not eligible to claim such credit.
3. If I am so eligible what are the conditions imposed for the claim?

The following conditions need to be met for stocks to be eligible for Input Tax Credit:

b) The stocks should have been purchased from a dealer registered under PGST Act;

c) The stocks should have been purchased within twelve months prior to 1 April 2005 

d) The stocks should have already suffered sales tax in Punjab (goods chargeable to tax at first point) and the claimant is obliged to prove the same, OR in respect of which, no deduction from gross turnover was claimed under the PGST Act and/or Rules;  

e) The claim should be backed by a valid tax invoice and other evidences, which shall be retained for a period of 6 years from 1 April 2005; and

f) The stocks should be for resale or use in manufacture/ packaging of ‘taxable’ goods under the Act.

4.
Would I get Input Tax Credit for CST paid on such stocks? 

No.  Only sales tax paid under the PGST Act is eligible for Input Tax Credit.

5.
How do I claim Input Tax Credit on such stocks?

To claim Input Tax Credit, you were  required to submit a statement of taxable goods held in stock on 1 April 2005 in the prescribed form and manner, to the designated officer, within forty-five days  from 1 April 2005.

The statement to  verified by the designated officer within sixty days of its filing for determining the claim. 

6.
What documents do I need to possess to claim the credit?

You  need to possess purchase vouchers issued to you by the registered seller evidencing the purchase of goods held on stock on 1 April 2005, and your books of account where purchases of such stocks are recorded.

7. At what rate do I get the Input Tax Credit on such stocks?

Input Tax Credit on such stock  to be allowed on the basis of the tax rate: 

· prevailing on the day preceding the appointed day; or 

· rate of tax applicable on the day of its purchase under PGST Act; or 

· the rate of tax under VAT 

whichever is the lowest. 


8.  Do  I get Input Tax Credit for the entire tax paid on the transition stock?

If the tax on the stock is charged separately on the bill, your Input Tax Credit shall be the lower of the entire tax paid under PGST, or the tax calculated at the VAT rate applicable on 1 April 2005.

However, if the tax has not been charged separately, the input tax shall be calculated as per the following formula: 



¾ P x R



100 + R

Where 

“P”   is purchase price of eligible goods held in stock

“R”
is rate of tax rate prevailing on the day preceding the appointed day or 

rate of tax applicable on the day of its purchases under PGST or 

rate of tax under the Act , 

whichever is lowest. 

Illustration 1

M/s Ram Swarup and Co possesses stock of goods worth Rs 1,08,000 on 1 April 2005. The invoice issued to them by the registered seller shows the amount of tax charged as Rs 8000 (tax rate being 8%) separately.  The tax rate prevailing on the appointed day for the same goods is 12.5% 

The eligible Input Tax Credit on the stock held by M/s Ram Swarup and Co is the lower of:

a) Rs 8,000; and 

b) (Rs 108000 – Rs 8000) X 12.5% = Rs 12,500.

Therefore, the Input Tax Credit allowed is Rs 8,000.

Illustration 2

Mr Hari Ram possesses stock of goods worth Rs 1,00,000 on 1 April 2005 (tax rate on the day of purchases being 8%).  The invoice issued to him by the registered seller does not show any amount of tax charged separately.  The tax rate prevailing on the day preceding 1 April 2005 for the same goods is 6% and the corresponding rate under VAT is 12.5%.

The eligible Input Tax Credit is calculated as follows:

The rate to be applied to compute the credit amount shall be the lowest of

a) Rate on the day of purchase – 8%

b) Rate on the day preceding the appointed day – 6%

c) VAT rate – 12.5%.

Therefore, Hari Ram shall be eligible for ITC 

= ¾ X100,000 X 6  = Rs 4,245




           (100+6)

9.  Do I get the Input Tax Credit in a single installment?  

No.  The allowed Input Tax Credit shall be proportionately adjusted in equal installments over a period of one year beginning three months after the Appointed Day.

10. Are there any restrictions on availing of the Input Tax Credit in case I use my stock for making consignments or branch transfers?  

Yes.  In case you consign or transfer the stock of goods in a particular tax period, the Input Tax Credit (in respect of the transition stock) for that tax period shall be reduced by an amount equal to:




                   ST x BT x 4                        





N x (GT + BT) x 100

where – 

ST = 
Value of tax-paid stock of goods on the Appointed Date.

N =   Number of tax periods in a year (this would be 12 for monthly tax payers  and 4 for quarterly tax payers)

BT = 
total value of branch transfer of taxable goods

GT =
Total value of all sales including branch transfer during the tax period   

Illustration

M/s Baldev Trading Co possesses tax-paid stock of goods worth Rs 100,000 on 1 April 2005.  The invoice issued to him by the registered seller shows the amount of tax charged separately.  The tax rate under PGST for the goods is 8% and under VAT for the same goods is 12.5%.  The company pays tax on a monthly basis.

Compute the reduction in Input Tax Credit and the eligible Input Tax Credit for the tax period assuming that during the tax period beginning after three months from 1 April 2005, M/s Baldev Trading Co makes local sales of Rs 1,000,000 and makes a branch transfers of Rs 500,000.

The eligible Input Tax Credit on the stock held on 1 April 2005 is calculated as follows:

Tax paid on transition stock = 8% of Rs 100,000 = Rs. 8,000 

Tax eligible for set-off during the tax period is 8000/12 = 667

Reduction in the Input Tax Credit(for branch transfers) is calculated as follows:

ST  = Rs 100,000

BT = Rs 500,000

N =  12

GT =  Rs 1,000,000. 

Retention of Input Tax Credit

= ST x BT x 4                =  100,000 x 500,000 x 4  = Rs 111.11 =  Rs 111 (approx)
                N x (GT + BT) x 100    12 x 1,500,000 x 100

Eligible Input Tax Credit for the month after reduction on account of branch transfer is therefore, Rs 667 - Rs 111 = Rs 556.)

Chapter 9.  Returns & Tax Payment 

1. What is a return?

A return means 

a) a true and correct statement of account of the business for a specified period; and 

b) a statement of any additional information as may be required under the Act / Rules; and 

c) a statement that enables the Department to calculate the out put tax liability, the amount of Input Tax Credit claimed and the net tax payable by the assessee.

2. What are the various types of returns?

There are three types of returns: Return is only quarterly, the other two are statements only.  

· Monthly Information Statement 

· Quarterly return

· Annual Statement

           However, there is an option available now for filing monthly returns to persons

         making exports or predominantly inter-state sales.

3. How and when is tax to be paid?

The table below shows the time and procedure for payment of tax by any person:

	Description of Person
	Type of tax
	When to pay
	Due date for payment of tax
	Form for payment

	Taxable Person with turnover upto Rs.1 crore
	VAT 
	Quarterly
	30 days from the end of each quarter if paid through TR & 20 days if paid by cheque / draft
	Challan in VAT-2

	Taxable Person with turnover above Rs.1 crore
	VAT
	Monthly
	20 days from the end of each month
	Challan in VAT-2 along-with VAT-16

	Registered Person
	TOT
	Quarterly
	30 days from the end of each quarter if paid through TR & 20 days if paid by cheque / draft
	Challan in VAT-2

	Every person
	Tax due as per assessment
	On issue of notice of demand
	Date specified in the notice of demand or 30 days, whichever is earlier
	Challan in VAT-2

	Every person entering into a Works Contract
	Tax deducted at source
	On payment made to contractor/sub-contractor
	Within 15 days of the end of the month in which the deduction is made
	Challan in VAT-2


4. Who has to file a return? And when

The table below shows the type of return to be filed, when and in which form by every person:

	Description of Person
	Type of return
	Form No.
	Due date for filing
	Repercussions of non-filing



	Taxable Person 
	Quarterly return
	VAT-15
	30 / 20 
 days from expiry of each quarter 
	Refer Chapter 13 on Penalties

	Taxable Person with turnover above Rs.1 crore
	Monthly information on tax liability
	–

VAT-16
	20 days from expiry of the month
	

	Registered Person 
	Quarterly return
	VAT-17
	30 / 20
 days from expiry of each quarter
	

	Taxable Person
	Annual Statement

	VAT-20
	20th November from end of   relevant year
	

	Registered Person
	Annual Statement
	VAT-21
	20th August from end of relevant year
	

	Every person with turnover above Rs.50 lacs
	VAT Audit Certificate

	VAT-21-B
	Same as for Annual Statement
	

	Every person
	On cancellation of registration
	VAT-15 VAT-17
	Within 30 days of such closure
	


5. Where is the tax to be paid?

The tax is to be paid into a Government treasury or any bank authorized to transact Government business or at the District Excise and Taxation Office when paid through cheque / draft.

6. Is it possible to pay tax along with the return to the designated officer?

Yes, only through a crossed cheque or a bank draft alongwith his return.

7. What are the documents to be attached with a quarterly return?

Following documents are required to be attached with a quarterly return:

· Proof of payment of tax

· Tax deducted at source certificates

· Statement of sales and purchases from outside the State or in the course of inter-state trade or export out of India in form VAT-18 or VAT-19

· List of Sales in form VAT-23

· List of Purchases in form VAT-24

· Any other information as may be required by the Commissioner/designated officer

8. Where is the return to be filed and in how many copies?

All returns are to be filed with designated officer in duplicate. The original copy will be retained by such officer and the duplicate copy shall be return to the person filing the same. 

The duplicate copy of return shall be duly acknowledged by:

· signing 

· stamping with official stamp and inward number

9. How does a person disclose deductions if any from his turnover?

A person may disclose the deductions from his turnover arising on account of sales or purchases made outside the State or in the course of inter-state trade or commerce as also exports outside the country by appending a statement disclosing the same in form VAT-18 or VAT-19 as the case may be to his return in form VAT-15.

10. Is the annual statement required to be filed even if all the quarterly statements have been filed regularly and in time?

Yes, every person is required to file the annual statement.

11. What are the documents required to be filed alongwith the annual statement?

      
The following documents should be filed:

· receipt of tax if any paid less during quarterly or monthly payments made throughout the preceding year. Such payment of tax shall be along with interest
· Trading/manufacturing account, Profit and loss account and Balance sheet
· Statutory forms
· Annual Accounts in case of companies
· VAT Audit Certificate in Form VAT-20-B 
12. What is a VAT Audit Certificate?


A VAT audit certificate is a certificate issued by a chartered accountant in the format given in Form VAT- 21-B. It has to be obtained and filed by every person whose gross turnover of purchase and sales is above Rs. 50 lacs. 

13. What is to be done if any error is detected in the return filed?


In case any error or omission is detected by the person filing the return after the date of filing of such return then, such error should be rectified in the return filed immediately after the return in which the error was detected.

14. In case where rectification of error in a return leads to change in the amount of tax payable, what is to be done?

In case where, the rectification of return results in additional tax due, then such additional tax will have to be paid and receipt thereof submitted alongwith the return in which such rectification is carried out.

In case where, the rectification of return results in lesser tax due then mentioned in the erroneous return, such tax shall be refundable on application made to that effect.

It may be noted that such rectification shall be allowed only upto the end of the financial year following the financial year to which the rectification relates or issue of a notice for audit whichever is earlier. 

Chapter 10.  Refunds
1 When does refund arise?

Refund arises when – 

· Input Tax Credit is greater than output tax for a return period (i.e. excess credit situation)

· Excess output tax has been paid

2 Which categories of persons are eligible to refund?

There are different categories of persons to whom refund is available which are as under:

	Categories of persons
	Nature of refund

	1) Schedule G persons
	· Refund of the tax paid for goods purchased exceeding Rs.5000 (excluding tax amount)

	2) Direct exporters / Penultimate exporter
	· Input tax paid on goods exported out of the territory of India.

	3) Taxable Person 
	· Excess of amount of tax, penalty and interest. 

· Excess of Input Tax Credit over output tax payable.

	4)  Registered Person
	· Excess of amount of tax, penalty and interest. 


3 What is the procedure for refund in case of Schedule G Persons

Persons or Organizations listed in Schedule G shall apply to the designated officer in Form VAT-29A for claim refund of tax paid by them

Refund shall be allowed on purchases made from Taxable Persons as well as Registered Persons against invoice.

4 Application for refund is to be made to whom and how?

Application for refund of tax, penalty or interest is to be made in Form VAT-29 to the designated officer. 

5 What are the documents to support the claim of refund in case of Taxable Person / Registered Person?


In case of Taxable Person / Registered Person are if:

· the refund arises out of an order of any authority under the Act, copy of the certified  order 

· the refund arises out of the judgment a Court, copy of the certified judgment. 
6 What are the documents to support the claim of refund in case of direct  export?


In case of direct export, the refund claim should be supported by:

(a) Copy of the invoice issued to the foreign buyer;

(b) Transport documents i.e. Bill of lading, Airway Bill, Shipping Bill or similar documents containing “Let Export Order” endorsed by Customs authorities;

(c) Custom clearance certificate in case of export to Nepal and Bhutan; or 

(d)  Any other document which may be prescribed by the Government.

7 What are the documents to support the claim of refund in case of penultimate export?

In case of penultimate export the refund claim should be supported by:

(a)
Form ‘H’ prescribed under Central Sales Tax (Registration and Turnover Rules), 1957;

(b)
Copy of bill of lading, Airway Bill, Shipping Bill or similar documents containing “Let Export Order” endorsed by Customs authorities; 

(c)
Copy of the invoice issued to the purchaser. 

8 What are the modes in which refund may be granted?


If you are a Taxable Person you can get refund in the form of:

(a) 
a Refund Voucher; or

(b) a Refund Adjustment Order

9 What is Refund Adjustment Order (RAO)?

RAO is a mode of granting refund, whereby, any refund which is due to any Taxable Person or Registered Person, can be adjusted against the tax due and payable for any subsequent period. 

10 In case any amount due and payable is unpaid then what will happen?

In case any amount is due from a Taxable Person and not paid then, the Commissioner or designated officer will first adjust such refund due against that unpaid amount and shall refund the balance amount.

11 When refund can never be granted?

When the Taxable Person has not filed returns and not paid any taxes, no refund is granted.

12 What is the time limit prescribed for getting the refund?

Refund order / refund adjustment is to be issued within 60 days from the date of submission of complete documents

13 How much interest is paid in case there is delay in payment of refund?

In case refund is not paid within 60 days of the order of refund, simple interest at the rate of 0.50 percent per month on the said amount is paid from the date of expiry of 60 days till the date when refund is paid.

Interest is to be calculated by considering part of a month as one month.
14 When the Officer can withhold refund?

Designated officer, with the previous approval of the Commissioner can withhold payment of refund if order granting refund is subject matter of an appeal and he is of the view that grant of refund is likely to adversely affect revenue.

Chapter 11.  Casual Trader
1. 
Who is a Casual trader?

Casual trader is - 

· a person other than a Taxable Person / Registered Person

· who undertakes occasional transactions of a business nature

· involving purchase, sale, supply or distribution of goods or conducting exhibition cum-sale for cash, deferred payment, commission, remuneration or other valuable consideration. 

2. 
What is the procedure for carrying on business in Punjab by a Casual trader?


A Casual trader shall before commencement of business event apply for permission to do so to the designated officer in Form VAT-9 
The application in Form VAT-9 is to be accompanied by the following:

1.
Deposit receipt of Rs. 500/- in Form VAT-2 towards non-refundable fees. Such deposit receipt is to be obtained from the appropriate treasury after payment of the fee amount. 

2.   Security in the form of -:

· Bank guarantee from a local scheduled commercial bank, or

· Cash for the amount of security/additional security in Form VAT-10 issued by the designated officer.

3.
Sale bill book and accounts books for authentication

4.
List of commodities to be sold

3.  
What is the amount of security to be furnished?

The amount of security shall be determined by the designated officer on receiving the application from a Casual trader and he may demand additional security; but up to maximum of Rs.1,00,000. 

4. 
What will be the outcome of filing of application for registration?

On satisfaction of the accuracy and completion of the application, the designated officer shall

1. enter the particulars of Casual trader 

2. shall grant permission to him in Form VAT-11.

5. 
Can the application be rejected by the designated officer?

Yes. If the designated officer is not satisfied with the particulars contained in the application he can reject the application only after giving the opportunity of hearing to a Casual trader and record the reasons for rejection in writing.

6. 
Can a Casual trader withdraw his application?

Yes. A Casual trader can withdraw his application any time before the date of commencement of casual business event.

7. 
What are the obligations of a Casual trader in case of import of goods?

Obligations of a Casual trader in case of import of goods are as under:

1. He shall furnish details of goods to be imported to the designated officer before the commencement of business event and also during the continuation of the casual business event.

2.
At the time of import of goods from outside the state he shall:

· report to the first Information Collection Centre (IFC) or Check post entry into 
the state

· furnish second copy of permission certificate in Form VAT-12. 

8. 
In case Casual trader wants to extend the period of casual business event or open a new outlet - can he do so?

Yes.  A Casual trader shall make written intimation to the designated officer in case he wants to extend the period of casual business event or open a new outlet within 3 working days in advance.

The designated officer after satisfying himself as to genuineness of the request may extend the period / permit to open a new outlet in Form VAT-11.

Before granting permission to extend the period of casual business event or to open a new outlet the designated officer may review the security already furnished. 

9. 
What is the mode of payment and time limit for payment of tax in case of a Casual trader?

1
Mode of payment

· A Casual trader shall deposit in the Government treasury the amount of tax due in challan in Form VAT-2 on the conclusion of the business

2
Time limit for payment of taxes

· In case the casual business event exceeds 7 days then amount of tax shall be deposited weekly i.e. on 1st working day from the close of the week and final installment is to be paid immediately on the closure of the business event. 

· In case the casual business event does not exceed 7 days then amount of tax shall be deposited on the closure of the business event.

10. 
What are the obligations of the Casual trader after the closure of the casual business event?

Obligations of the Casual trader are as follows:

1.
To furnish the following details / documents to the designated officer immediately after the closure of casual business.

· Details of sales and purchases and tax liability in Form VAT-13 

· Details of unsold goods

· Account books for determining the final tax liability.
2.
To deposit final tax liability determined by the designated officer after examining the account books submitted.

3.
To submit second copy of the tax clearance certificate in Form VAT-14 to the Last Information Collection Centre while leaving the state.

11. 
In case a Casual trader fails to discharge his tax liability?

In case casual trader fails to discharge his tax liability, the designated officer shall recover the same out of the security furnished by the Casual trader. In case the security amount falls short for payment the balance amount of tax is to be recovered in the same manner as in case of any other Registered Person. 

12. 
Obligation of the designated officer after the closure of the casual business event?


On receipt of the details in Form VAT-10, the designated officer shall:

· examine the details and account books; 

· determine the final tax liability;

· satisfy himself that the casual trader has discharged his tax liability;

· issue tax clearance certificate in Form VAT –11.

13. 
What are the consequences in case of any default of any provision by a Casual trader? 

The consequences in case of any default by a casual trader are as under:

1
If a casual trader 

· fails to apply for permission; or 

· fails to report to information collection centre or check post; or 

· fails to furnish security, 

the designated officer shall make best judgement assessment, issue notice in Form VAT-56 and direct such person to pay amount of tax within prescribed time.

2
If a casual trader fails to discharge his tax liability then the goods being transported by him may be detained and put to auction, if required.  

3
The provisions relating to penalty and interest shall be same as in case of any other person.

Chapter 12.  Audit and Verification
1. Which are different types of Audits?

Different types of audit are:

a) Audit by Department

b) Audit by Chartered Accountant

2. What is the objective of audit conducted by the Department?

The objectives of audit conducted by the Department are as under:

· To ascertain correctness of the returns filed

· To check admissibility of various claims including input tax credit

· To verify admissibility of documents, information and statutory forms 
3. How will department intimate a person to initiate audit?

The Commissioner or designated officer may select any person for the purpose of audit and shall sent intimation notice in Form VAT-16 at least 10 days in advance.
The notice shall clearly state the following:

· period under audit;

· date, time and place fixed for such audit; and

· books of accounts required for verification.

4. What are the obligations of a person in case of audit by Department?

The Obligations are:

· to produce books of accounts as specified in notice on the specified date and time

· to afford necessary facility to inspect / verify the books of accounts

· to give explanations and reply to the queries raised by the designated officer during the course of audit

· to provide with any other additional information asked by the designated officer necessary for the purpose of audit

5. Who is required to get his accounts audited by a Chartered Accountant and what are the obligations?


A Taxable Person shall get his accounts certified by a Chartered Accountant when his gross turnover of sales or purchases exceeds Rs. 50 lakhs.

He shall produce books of accounts and other documents as required for the purpose of audit and submit a certificate in Form VAT-20-B to the designated officer along with annual statement.     

Chapter 13.  Penalties and Interest
1
Penalties payable under the Act
 

	Nature of Default
	Penalty Amount
	Basis of Charge

	1) Failure to register
	Equivalent to amount of tax 
	Amount of tax from the date the person becomes liable for registration till the default continues

	2) Failure to pay tax when due
	2% per month
	Amount of tax from the date it had become due till the date of its payment, or the date of the order of assessment, whichever is earlier

	3) Failure to file return / annual statement     (Note 1)
	Rs.100 per day subject to maximum of Rs.10,000
	Not Applicable

	4) Unauthorized collection of tax
	one and a half times of the tax collected


	Amount of tax collected

	5 Evasion of tax     (Note 
	Twice the amount of tax
	Amount of tax assessed

	6) Failure to issue invoice 
	Rs.2000 or Twice the amount of tax  whichever is higher
	Amount of tax involved in the transaction

	7) Use of false invoice
	Rs.5000 or Twice the amount of tax  whichever is higher
	Amount of tax involved in the false invoice

	8) Misuse of registration number or use of registration number of other person
	Equivalent to amount of tax evaded
	Amount of tax evaded

	9) Non-payment of assessed demand within 30 days from the date of service of the notice
	2% per month
	Amount of tax, penalty or interest

	10) Failure to comply with, any provisions of the Acts and Rules
	Minimum Rs.1000, Maximum Rs.10,000 and in case of continuing default, further penalty of Rs.100 per day of default.


Notes:

1.
Failure to file return / annual statement means and includes

· Fails to furnish any return / annual statement by the prescribed date

· Fails to furnish along with the return / annual statement, proof of payment of tax

· Fails to rectify any error or omission in any return / annual statement

· Fails to comply with the requirements of any notice

2
Evasion of tax means and includes

· Concealed any particulars from any return

· Deliberately furnished incorrect particulars

· Concealed any transactions of sale / purchase from his account books

· Not maintained intelligible accounts, which prevent assessment of tax due

· Availed tax credit to which he is not entitled to

· Claimed refund which was not due to him

3
No penalty shall be imposed unless the concerned person is given an opportunity of 

            
being heard.

2
Interest payable under the Act

	Nature of Default
	Rate of interest
	Basis of charge
	Time limit

	1) Fails to pay amount of tax within   prescribed time limit
	0.50% per month
	Amount of tax.
	From the due date for payment till the default continues

	2) Fails to pay higher amount of tax in case of revised return, compared to tax as per the original return.
	1.5% per month
	Difference between tax as per revised return and original return
	From the due date for payment till the default continues

	3) Fails to declare amount of tax in Return
	1.5% per month
	Amount of tax.
	From the due date for payment till the default continues

	4) Fails to pay amount of tax or penalty within the period specified in the notice.
	1.5% per month
	Amount of tax not declared
	From the date immediately following the date on which the period specified in the notice expires till the default continues.

	5) Fails to pay amount of tax or penalty within 30 days from the service of notice.
	1.5% per month
	Amount of tax or penalty due 
	from the date immediately following the date, on which the period of 30 days expires till the default continues.

	6) In case of stay order for recovery of interest and penalty.
	1.5% per month
	Amount of tax and interest ultimately found to be due 
	from the date, the tax and penalty first became due.


Notes:

1. The amount of interest payable shall

· be calculated by considering part of month as one month

· amount of interest for the purpose of recovery and collection is deemed to be amount  of tax

· interest is levied in addition to penalty.

2. If the payment of the amount of tax is made by cheque and the bank dishonours the same, it will amount to failure on the part of the person to pay the amount of tax. 
Chapter 14: Assessment & Rectification of Mistakes
1. What is the procedure for assessment under the Act?

The Act provides for simplified procedure for assessment. The taxpayer will, on his own, assess the tax payable, deposit the tax so assessed together with interest, if any, and file the return.  This is referred to as “self assessment”.  The ETD will make best judgment assessment or provisional assessment only in specified circumstances specifically, where the tax payer does not file return or pay taxes.

2.
What will ETD do after tax payer files returns on self assessment basis?

The ETD will check computation of tax payable and interest on the basis of return filed by the taxpayer and issue an intimation if any tax or interest is found to be payable by the tax payer.  This intimation will be treated as demand notice.

3. Whether intimation will be issued when no additional tax or interest is payable by the taxpayer or no refund is due to him?
No. The acknowledgement of the return submitted by the taxpayer will be treated as intimation.

4. Is there any time limit for issuance of intimation by ETD?
Yes. The intimation can be issued within a period of one year from the end of financial year to which the return relates. 

5. What if a person does not file return or does not pay tax due from him?

ETD will make best judgment assessment if a person does not file return or pay tax due from him.  ETD may also make provisional assessment in such cases.

6. In what circumstances will best judgment assessment be made?

Best judgment assessment will be made in following circumstances. 

a. a person does not file return 

b. there are definite reasons to believe that the return filed by a person is not correct and complete

c. there are reasonable grounds to believe that a person is liable to pay tax, but has failed to pay the amount due

d. a person has availed input tax credit for which he is not eligible

e. provisional assessment is framed.

7. Is there a time limit for best judgment assessment?

Yes.  The best judgment assessment can be made within three years from the date of filing of annual statement or from the due date of filing of annual statement (if annual statement is not filed), whichever is later.

In exceptional circumstances, the Commissioner may allow such assessment after three years but within six years from the date of filing of annual statement or due date of filing of annual statement (if annual statement is not filed, whichever is later).

8. What is the procedure to be followed by ETD for carrying out best judgment assessment?

ETD will issue notice giving the grounds for proposal to make best judgment assessment and will also provide time to the person to file objections, if any, to such proposal. The assessment will be carried out after hearing the affected person and considering submissions made by him. ETD will issue an order in writing.

9. Can assessment order be amended?

Yes.  The assessment order can be amended by ETD if it is discovered that tax is under assessed due to:

· Fraud

· Wilful neglect

· Misrepresentation of facts by taxpayers or

· Part of the taxable turnover has escaped assessment.

10.        How will an amendment be carried out?

The affected person will have an opportunity of making submissions and after hearing his submissions, the ETD will pass appropriate order.

11.
Is there a time limit within which such an amendment can be made?

Yes.  Such an amendment can be made only within a period of three years from the date on which best judgment assessment order is passed.
12.
Can the assessment be amended by the Designated Officer on his own will?

No. The designated officer will need prior permission of the Commissioner to initiate action for amendment of an assessment order.

13.
What happens if a mistake apparent from records is found in the best judgment assessment order passed by ETD?

In such cases, the officers are authorized to rectify the assessment order after hearing submissions of the person whose assessment is to be rectified.

14.
Is there a time limit within which such rectification can be carried out?

Yes.  Such rectification can be made within a period of one year from the date of the assessment order.

15.
Can an order passed by Commissioner or a designated officer other than an order of  best judgment assessment, be rectified if a mistake is found in such order?

Yes, in such cases the affected person can bring this mistake to the notice of the ETD and can seek rectification of such mistake which is apparent from record.  The ETD can also, suo moto, on becoming aware of a mistake apparent from record rectify the order.

16.
If my liability is increased or refund is reduced as a result of the rectification, will I get an opportunity of being heard?
In case your liability is being increased or refund is reduced, you will be given an opportunity to present your case before the designated authority.  Your authorized legal representative can present your case.  The rectification order will be passed only after giving due consideration to your submissions.

17.
Is there a time limit within which such rectifications can be carried out?

Yes.  Such rectifications can be carried out at any time within three years from the date of the order which is sought to be rectified.

18. What option do I have in case I do not agree with the designated officer’s decision regarding my rectification application?
In case you are aggrieved with the designated officer’s order on your rectification application, you may file an appeal before the appropriate Appellate Authority.  This appeal needs to be filed within a period of thirty days from the date of the communication of the order appealed against.
19. When can provisional assessment be ordered by ETD?

The provisional assessment can be ordered if ETD has reason to believe that a person has not paid the tax due or has not filed the return with a view to evade or avoid payment of tax.

20. Is there a time limit within which a provisional assessment is required to be made?

Yes.  The provisional assessment will be made within a period of six months from the date of detection of non payment of tax or non filing of returns, etc., by the person, with a view to evade / avoid payment of tax. The Commissioner has power to extend the period of such assessment by six months in specific cases referred to him. 

21. What happens when a provisional assessment is made?

The tax liability determined under provisional assessment will need to be paid by the person on whom such assessment is made. The tax will be then assessed after the concerned person files return in prescribed manner. 

22. Is the taxpayer required to visit the department for annual assessment with his books of accounts and other records?

No. The taxpayer is not required to visit the department with his books of accounts and other records for annual assessment purpose. However, he may be required to visit the department in case of best judgment assessment, in pursuance to a notice issued by the designated officer.

Chapter 15.  Appeals to Appellate Authority
1. In which cases can I file an appeal to the Appellate Authority?


You can file an appeal against every original order or order in appeal passed by an ETD officer or an officer-in-charge of an information collection centre or check-post.

2. In which cases I cannot file an appeal?

You cannot file appeal against the following interlocutory orders (as per Section 67 of Punjab VAT Act, 2005):

a) notice issued under this Act calling upon a person for audit or assessment or for any other purposes including for recording statements; or

b) a notice issued under this Act asking to show cause as to why the penalty for an offence under this Act should not be levied; or 

c) a notice providing an opportunity of being heard as required under this Act; or

d) any order pertaining to seizure or retention of account books; or

e) any order issued under section 74; or

f) any order issued under sub-section (1) of section 88; or

g) a direction to maintain certain accounts or furnish certain information, statements, statistics or return; or

h) any guidelines formulated, instruction issued or direction given by the Commissioner for carrying out any purposes of the Act.
3. What details should the memorandum of appeal or application for revision contain?

The memorandum of appeal or an application for revision should be in duplicate and should contain the following details:

a) name and address of the appellant;

b) date of the order against which it is made;

c) the authority passing the order against which the appeal is made;

d) a clear statement of facts and grounds of appeal;

e) reasons for the delay in appeal, if any;

f) the relief prayed for; and

The appeal should be signed and verified by the appellant or by an agent duly authorised by him in that behalf in the following form, namely:

“I_____________________________________Proprietor/Partner/Director/Agent appointed by the appellant named in the above memorandum of appeal, do hereby declare that facts as stated above are true to the best of my knowledge and belief.”

(Signature)

4. What supportings are required to be filed alongwith the memorandum of appeal or application for revision?

The mandatory supportings required to be filed along with the appeal are:

a)
Original copy or a duly certified copy of the order against which the appeal is being filed; 

b)
Receipt for statutory payment of twenty five percent of the amount; and

c)
Fee of Rs 100 in the form of court fee stamps.  
5. Where do I submit the filled-up memorandum of appeal?

It can be submitted at the appropriate Taxpayer Service Office either by the Appellant or his agent or be sent by registered post.

6. With whom should I file an appeal?
An appeal should be filed as under:

First Appeal

	If the original order is –
	Appeal to – 

	Order of ETO / Officer in charge of ICC or check post / Officer below rank of Dy. ETC
	Deputy ETC

	Order of Dy. ETC
	ETC

	Order of Commissioner or any officer exercising power of the Commissioner 
	Tribunal


Second Appeal

	If the order in appeal is passed by –
	Appeal to –

	Dy. ETC (Appeals)
	Tribunal

	ETC 
	Tribunal


7. What is the time period within which I need to file the memorandum of appeal?

The memorandum of appeal needs to be filed within  thirty days from the date of the communication of the order sought to be appealed against.  

The appellate authority, however, has power to condone the delay in the interest of justice.

8. Do I need to pay any amount before my appeal is entertained?

Yes, you need to make a minimum payment of 25% of the tax, penalty and interest, if any before you file an appeal.  The receipt of payment needs to be attached to the memorandum of appeal as proof of payment.

9. Will I or my authorised representative be given a chance to present my case to the Appellate Authority? 

Yes, you will be given a chance to present your case before the Appellate Authority.  A notice for hearing will be issued by the Appellate Authority.

10. Does ETD have any time limit for settlement of appeals?

The application for stay is required to be disposed of within thirty days of its filing. Otherwise it will be deemed to have been stayed till the disposal of the appeal. However, the is no time limit for disposal of appeals. 

11. How will the decision on my appeal be communicated to me?

The ETD will send a copy of the Order informing you about the decision on the appeal.
12. What option do I have in case I am aggrieved with the decision of my appeal?
In case you are aggrieved with the order of the first Appellate Authority, then you may file an appeal before the Tribunal.  This appeal needs to be filed within a period of  thirty days from the date of the communication of the order of the first appellate authority. 

 Chapter 16.  Determination of Disputed Question
1. In which cases can I apply for determination of disputed question?

You can apply for determination if any question arises as to whether or not, for the purposes of this Act,

a) any person, society, club or association or any firm or any branch or department of any firm, is a person, or

b) any particular thing done to any goods amounts to or results in the manufacture of goods, within the meaning of that term, or

c) any transaction is a sale or purchase or where it is a sale or purchase, the sale price or the purchase price, as the case may be, thereof, or 

d) any particular person is required to be registered, or 

e) in the case of any person liable to pay tax, any tax is payable by such person in respect of any particular sale or purchase or if, tax is payable, the rate thereof, or

f) Input Tax Credit can be claimed on any particular transaction of purchase and if, it can be claimed, then what are the conditions and restrictions subject to which, such credit can be claimed, or 

g) any other question, as may be raised relating to the procedures and processes under this Act or the rules made thereunder.

2. In which cases can I not apply for determination of disputed question?

You  can not  apply for determination of any question:

a) that has arisen in proceedings before a court of law, or

b) that has arisen from an order already passed under the Act, or the PGST Act, 1948.  (However, such a question can be raised in appeal against the said order or in application for revision of the said order), or
c) if your assessment has already commenced under Section 29 of the Act.  (Your assessment shall be deemed to have commenced under Section 29--when you are served with the appropriate notice by the assessing officer).

3. Can the determination by the Commissioner affect my tax liability in respect of any sale or purchase made by me prior to the determination?
Yes, the Commissioner’s determination can be with retrospective effect.  However, the Commissioner may direct that the determination shall not affect the liability of a person under the Act, in respect of any sale or purchase, effected prior to the determination.
4. Where do I submit the filled-up application for determination of disputed question?
It can be submitted at the designated Taxpayer Service Office.

5. Do I need to pay any application fee?
Yes. The application seeking detremintion should be accompanied by a treasury receipt of Rs.500.

6. Is there any time limit within which the Commissioner will determine the disputed question?
No.  However, the Commissioner will make all attempts for a speedy determination of the same.

APPENDICES

Appendix A.  List of Forms

	S No
	Form No
	Description

	1 
	VAT-1
	Application for registration (VAT & TOT)

	2 
	VAT-2 
	Challan 

	3 
	VAT-2A
	Challan ( for 10% amount of VAT collection payable under Punjab Municipal Fund

	4 
	VAT-3
	Personal (Surety) Bond

	5 
	VAT-4
	Registration Certificate 

	6 
	VAT-5
	Application for amendment of registration details

	7 
	VAT-6 
	Intimation of amended VRN / TRN Registration details 

	8 
	VAT-7
	Application for grant of input tax credit in case of loss/ destruction/ mutilation of original copy of VAT invoice

	9 
	VAT-8
	Indemnity bond by Taxable Person

	10 
	VAT-9
	Application for permission by casual trader

	11 
	VAT-10
	Receipt of security from casual trader

	12 
	VAT-11
	Permission to casual trader

	13 
	VAT-12
	Declaration by a casual trader at ICC or check post

	14 
	VAT-13
	Statement of sales, purchases and tax liability by a casual trader

	15 
	VAT-14
	Clearance certificate for casual trader

	16 
	VAT-15
	Return by a Taxable Person

	17 
	VAT-16
	Information to be submitted alongwith return 

	18 
	VAT-17
	Return by a Registered Person

	19 
	VAT-18
	List showing the sales of goods in the course of inter-state trade or commerce or export out of the territory of India, to be furnished by a Taxable Person

	20 
	VAT-19
	List showing the purchases of goods in the course of inter-state trade or commerce or export out of the territory of India, to be furnished by a Taxable Person

	21 
	VAT-20 
	Annual statement by a Taxable Person

	22 
	VAT-21 
	Annual statement by a Registered Person 

	23 
	VAT-22A
	Audit report 

	24 
	VAT-22B 
	Audit report 

	25 
	VAT-23 
	List of sales appended with return form 

	26 
	VAT-24 
	List of purchases appended with return form

	27 
	VAT-25
	Form of particulars to be given by the person who entered into contract with the contractor

	28 
	VAT-26
	Form of application for allotment of Tax Deduction Account Number 

	29 
	VAT-27 
	Monthly return of deduction of VAT at source from payment made to contractors/ sub-contractors 

	30 
	VAT-28 
	Certificate of deduction of tax from payments made to contractors 

	31 
	VAT-29 
	Application for refunds by a person (other than organizations listed under Schedule G)

	32 
	VAT-29A
	Application for refunds by organizations listed under Schedule G

	33 
	VAT- 30 
	Refund voucher 

	34 
	VAT-30A
	Refund adjustment order 

	35 
	VAT-30B
	Register of applications for refund of tax 

	36 
	VAT-30C
	Register of applications for refund of tax 

	37 
	VAT-30D 
	Register of applications for refund of tax 

	38 
	VAT-31 
	Specimen of sales register (Taxable Persons)

	39 
	VAT-32 
	Specimen of purchase register (Taxable Persons)

	40 
	VAT-33 
	Specimen of sales register for Registered Person

	41 
	VAT-34 
	Specimen of purchase register for Registered Person

	42 
	VAT-35 
	Transit slip 

	43 
	VAT-36 
	Declaration for transport of goods to and from the state of Punjab 

	44 
	VAT-36A
	Application for issue of Form VAT-36

	45 
	VAT-36B
	Register showing account of the Form VAT-36

	46 
	VAT-36C
	Indemnity bond 

	47 
	VAT-37 
	Personal / surety bond to be executed by the owner / consignor/ consignee of the goods registered under Punjab Value Added tax, 2005

	48 
	VAT-38 
	Cash security receipt 

	49 
	VAT-39 
	Transport receipt (TR/GR)

	50 
	VAT-40 
	Way Bill 

	51 
	VAT-41 
	Dispatch register 

	52 
	VAT-42 
	Delivery register 

	53 
	VAT-43 
	Bilti register- inward 

	54 
	VAT-44 
	Bilti register- outward 

	55 
	VAT-45 
	Forwarding note 

	56 
	VAT-46 
	Auction notice 

	57 
	VAT-47 
	Pre-auction notice 

	58 
	VAT-48 
	Auction proceedings 

	59 
	VAT-49 
	Receipt for auction money / earnest money 

	60 
	VAT-50 
	Institution register of appeals / applications/ revisions 

	61 
	VAT-51 
	Peshi register of cases fixed before the appellate / revisional authority 

	62 
	VAT-52 
	Disposal register of appeals / applications / revisions 

	63 
	VAT-53 
	Register of cases in appeal and litigation to be maintained by the designated officer 

	64 
	VAT-54 
	Daily collection register 

	65 
	VAT-54 A
	Daily collection register ( Punjab Municipal Fund)

	66 
	VAT-55
	Demand and collection register 

	67 
	VAT-56 
	Tax demand notice 

	68 
	VAT-56A 
	Notice of tax demand on amendment of assessment 

	69 
	VAT-57 
	Summons to appear in person and / or produce documents 











Commissioner’s Photograph





Photograph





Section 21(6) refers to VRN





Section 13(1) refers to Input Tax Credit claim





Section 21 refers to Registration





Section 2(t) defines  ‘person’





Section 6  refers to tax incidence 





Rule 15 provides for determination of taxable turnover 





Section 6 (3)   provides for taxable quantum 





Rule 3 provides for Registration procedure





Section 25 read with rule 4


refers to furnishing of surety 





Rule 5 refers to issuance of registration certificate





Rule 6 provides for issuance of duplicate registration certificate





Rule 7 lays down the requirement for display of registration certificate





Section 11 read with Rule 23 provides for amendment procedure





Section 77 refers to transfer of business





Section 24 read with Rule 13 refer to cancellation of registration





Section 45 read with Rule 54 provide for issuance of VAT Invoice & its contents





Rule 57 refers to conditions for issue of delivery challan





Section 42 read with Rule 53 refer to maintenance of specific records





Section 44 refers to period of retention of accounts





Rule 58 refers to electronic maintenance of records





Section 2(zg) defines ‘sale price’





Section 2(x) defines ‘purchase price’





Section 2(p) defines ‘input tax credit’ and Section 13 provides for conditions for its claim





Rule 23 refers to procedure of claim of credit where identification is possible





Rule 24 refers to procedure of claim of credit where identification is not possible





Section 15 refers to net tax payable and treatment of excess input tax credit





Section 26 read with Rule 36 refer to filing of returns





Section 26 read with Rule 37 refer to payment and administration of tax





Section 43 read with Rule 41 refer to VAT Audit report





Section 26(4) refers to rectification of  errors in return





Section 39 read with Rule 52 refer to ‘Refund’





Section 2(f) defines ‘Casual Trader’





Rule 28 to 35 deal with ‘Casual Trader’





Section 28 read with Rules 44 deal with Audit by Department





Section 43 read with Rules 41 deal with VAT Audit by Chartered Accountant





Section 29 read with Rules 47 & 48 deal with Assessment





Sections 62, 63, 64, 67 & 68 read with Rules 71 to 78 deal with Appeals





Section 85 read with Rules 89 deal with determination








� Please refer Appendix A to this chapter.


� Please refer Chapter 11


� Section 2(t) of Punjab Value Added Tax Act, 2005


2 Shall be deducted when event occurs


2 Shall be deducted when event occurs


2 Shall be deducted when event occurs


� Section 13(8) of Punjab Value Added Tax Act, 2005


� Section 13(9) of Punjab Value Added Tax Act, 2005


� Section 13(10) of Punjab Value Added tax Act, 2005


� Section 13(7) of Punjab Value Added tax, 2005


� 20 days in case the tax payment is made through crossed cheque or bank draft


� 20 days in case the tax payment is made through crossed cheque or bank draft


� Annual Statement prescribed under Section 26 read with Rule 40


� VAT Audit prescribed under Section 43 read with Rule 41


� Penalty provisions are provided in Section 52 to 60 of the Act read with Rule 50 of PVAT Rules 
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_1217749787.xls
Sheet1

		S No		Price (Gross)

		1		Purchases		1,719				Output Tax		298

		1(a)		Tax		191				Input tax credit		(191)

		1(b)		Basic Price (1-1(a))		1,528				Net VAT payable		107

		2		Overheads		600

		3		12% Profit Margin [12% x 1(b) + (2)]		255				0.125

		4		Sale Price		2,383

		5		Output tax [12.5% x (4)]		298

		6		Gross Sale price [(4) + (5)]		2,681






_1217749818.xls
Sheet1

		S No		Price (Gross)

		1		Purchase		1,000				Output Tax		191

		1(a)		Tax		111				Input tax credit		(111)

		1(b)		Basic Price (1-1(a))		889				Net VAT payable		80

		2		Overheads		500

		3		10% Profit Margin [10% x 1(b) + (2)]		139				0.125

		4		Sale Price		1,528

		5		Output tax [12.5% x (4)]		191

		6		Gross Sale price [(4) + (5)]		1,719






_1145093886.xls
Sheet1

		S No		Price (Gross)

		1		Purchases		2,681				Output Tax		343

		1(a)		Tax		298				Input tax credit		(298)

		1(b)		Basic Price (1-1(a))		2,383				Net VAT payable		45

		2		Overheads		- 0

		3		15% Profit Margin [15% x 1(b)]		357				0.125

		4		Sale Price		2,741

		5		Output tax [12.5% x (4)]		343

		6		Gross Sale price [(4) + (5)]		3,083






