INPUT TAX CREDIT UNDER PUNJAB VALUE ADDED TAX, 2005 
INPUT TAX – As per section 2 sub-clause (o) of the Punjab Value Added Tax Act, 2005 “input tax” in relation to a taxable person means value added tax (VAT), paid or payable under this Act by a person on the purchase of taxable goods for resale or for use by him in the manufacture or processing or packing of taxable goods in the State.
INPUT TAX CREDIT – As per section 2 sub-clause (p) of the Punjab Value Added Tax Act, 2005, “input tax credit” means credit of input tax( in short referred to as ITC) available to a taxable person under the provisions of this act.
Input tax includes tax paid on:
(i) Purchases of raw material
(ii) Goods purchased for resale
(iii) Purchase of capital goods such as machinery or equipment for use in business;
(iv) Tools and accessories used in business; and
(v) Packing material for resale and use in manufacture

· Input tax credit or set-off is the allowance of input tax against the tax payable on the sale and purchase of goods.
· Net Vat payable by a taxable person is equal to the output tax payable less available input tax credit
· For use in the manufacture, processing or packing of taxable goods for sale within the State or the course of inter-state trade or commerce or in the course of export.

