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VALUE OF SUPPLY 

 

🔒1. Prada Forex Private Limited, registered in Delhi, is a money changer.  It 

has undertaken the following purchase and sale of foreign currency:  

(i) 1,000 US $ are purchased from Nandi Enterprises at the rate of 

Rs. 68 per US $. RBI reference rate for US $ on that day is Rs. 

68.60. 

(ii) 2,000 US $ are sold to Menavati at the rate of Rs. 67.50 per US$. 

RBI reference rate for US $ for that day is not available. 

 Determine the value of supply in each of the above cases in terms of: 

(A) Rule 32(2)(a) of the CGST Rules, 2017 

(B) Rule 32(2)(b) of the CGST Rules, 2017. 

🔑 Rule 32(2) of the CGST Rules, 2017 prescribes the provisions for determining 

the value of supply of services in relation to the purchase or sale of foreign 

currency, including money changing.   

(A) Determination of value under rule 32(2)(a) of the CGST Rules, 2017 

(i) Rule 32(2)(a) of the CGST Rules, 2017 provides that the value 

of supply of services for a currency, when exchanged from, or 

to, Indian Rupees, shall be equal to the difference in the 

buying rate or the selling rate, as the case may be, and the 

Reserve Bank of India (RBI) reference rate for that currency at 

that time, multiplied by the total units of currency.  Thus, 

value of supply is: 

 = (RBI reference for US $ - Buying rate of US $) × Total 

number of units of US $ bought 

 = (68.6 – 68) × 1,000 

 = ` 600/- 
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(ii) First proviso to rule 32(2)(a) of the CGST Act, 2017 lays down 

that when the RBI reference rate for a currency is not 

available, the value shall be 1% of the gross amount of Indian 

Rupees provided or received by the person changing the 

money.  Thus, value of supply is: 

 = 1% of the gross amount of Indian Rupees received  

 = 1% of (67.50 × 2,000) 

 = ` 1,350/- 

(B) Determination of value under rule 32(2)(b) of the CGST Rules, 

2017 

 Rule 32(2)(b) provides that value in relation to the supply of foreign 

currency, including money changing shall be deemed to be – 

S. 

No. 

Currency exchanged  Value of supply 

1. Upto ` 1,00,000 1% of the gross amount of 

currency exchanged 

OR 

` 250 whichever is higher 

2. Exceeding ` 1,00,000 

and upto ` 10,00,000 

` 1,000 + 0.50% of the (gross 

amount of currency exchanged - 

` 1,00,000) 

3. Exceeding ` 10,00,000 ` 5,500 + 0.1% of the (gross 

amount of currency exchanged - 

10,00,000) 

OR 

` 60,000 whichever is lower 

 Thus, the value of supply in the given cases would be computed as 

under: 

(i) Gross amount of currency exchanged = ` 68 × 1,000 =  

` 68,000.  Since the gross amount of currency exchanged is 

less than ` 1,00,000, value of supply is 1% of the gross amount 

of currency exchanged i.e. 1% of ` 68,000 or ` 250, whichever 

is higher. 
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 = ` 680/- 

(ii) Gross amount of currency exchanged = ` 67.50 × 2,000 =  

` 1,35,000.  Since the gross amount of currency exchanged 

exceeds ` 1,00,000 but is less than ` 10,00,000, value of 

supply is ` 1,000 + 0.50% of (` 1,35,000 - ` 1,00,000). 

 = ` 1,175/- 

🔒2 BC Ltd., registered in Noida (Uttar Pradesh) is a supplier of machinery 

used for making bottle caps. The supply of machinery is effected as 

under: 

− The wholesale price of the machinery (excluding all taxes and 

other expenses) at which it is supplied in the ordinary course of 

the business to various customers is ` 42,00,000. However, the 

actual price at which the machinery is supplied to an individual 

customer varies within a range of ± 10% depending upon the 

terms of contract of supply with the particular customer.  

− Apart from the price of the machinery, ABC Ltd. charges from 

the customer the following incidental expenses: 

 associated handling and loading charges of ` 10,000 

 installation and commissioning charges of ` 1,00,000 

 The machinery can be dismantled and erected at another site, if 

required. The above charges are compulsorily levied in every 

case of supply of machinery.  

− Transportation of machinery to the customer’s premises is 

arranged by ABC Ltd. through a third-party service provider 

[Goods Transport Agency (GTA)]. The customer enters into a 

separate service contract with the GTA and pays the freight 

directly to it.  

− The company provides one year free warranty for the machinery. 

Further, the company also provides an extended two-year 

warranty on payment of additional charge of ` 3,00,000, to all its 

customers. 

− A cash discount of 2% on the price of the machinery is offered 

at the time of supply, if the customer agrees to make the 

payment within 15 days of the receipt of the machinery at his 
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premises. In the event of failure to make the payment within the 

stipulated time, the company- 

 recovers the discount given; and  

 charges interest @ 1% per month or part of the month on 

the total amount due from the customer (towards the 

machinery supplied) from the date of making the supply 

till the date of payment. However, no interest is charged 

on the tax dues.  

− For every machinery supplied, ABC Ltd. receives a grant of ` 

2,00,000 from its holding company DEF Ltd. 

 ABC Ltd. has supplied a machinery to D Pvt. Ltd. on August 1, 20XX at 

a price of ` 40,00,000 (excluding all taxes). D Pvt. Ltd has its corporate 

office in New Delhi. However, the machinery has been installed at its 

manufacturing unit located in Gurugram (Haryana). D Pvt. Ltd. has paid 

the freight directly to the GTA and the charges for two-year extended 

warranty. Discount @ 2% was given to D Pvt. Ltd. as it agreed to make 

the payment within 15 days. However, D Pvt. Ltd. paid the 

consideration on 31st October, 20XX.  

 Assume the rates of taxes to be as under: 

Bottle cap making machine 

CGST – 6% SGST – 6% IGST – 12% 

Service of transportation of goods  

CGST – 2.5% SGST – 2.5% IGST – 5% 

Other services involved in the above supply  

CGST – 9% SGST – 9% IGST – 18% 

 Calculate the GST payable [CGST & SGST or IGST, as the case may be] 

on the machinery and support your conclusions with legal provisions in 

the form of explanatory notes.  

 Make suitable assumptions, wherever needed. 

🔑     Computation of GST liability of ABC Ltd. 

Particulars (`)  

Price of machine [Note 1] 40,00,000 
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Handling and loading charges [Note 2] 10,000 

Installation and commissioning charges [Note 3] 1,00,000 

Transportation cost [Note 4] Nil 

Additional warranty cost [Note 5]  3,00,000 

Grant from DEF Ltd. [Note 6]  2,00,000 

Total price of the machine 46,10,000 

Less: 2% cash discount on price of machinery =  

` 40,00,000 × 2% [Note 7] 

  ( 80,000) 

Taxable value of supply 45,30,000 

Tax liability for the month of August 20XX [Note 11]  

IGST @ 12% [Note 8 and Note 9]  5,43,600 

Tax liability for the month of October 20XX [Note 11]  

Interest collected @ 3% on ` 44,10,000 [Note 10] 1,32,300 

Cash discount recovered [Note 10]   80,000 

Cum-tax value of interest and cash discount 2,12,300 

IGST = (` 2,12,300/112) x 12% 22,746 

Total IGST payable on the machinery 5,66,346 

 Notes:  

(1) As per section 15(1) of the CGST Act, 2017, the value of a supply is 

the transaction value i.e., the price actually paid or payable for the 

said supply when the supplier and the recipient of the supply are not 

related and the price is the sole consideration for the supply. It is 

assumed that ABC Ltd. and D Pvt. Ltd are not related and the price is 

the sole consideration for the supply. 

(2) All incidental expenses charged by the supplier to the recipient of a 

supply are includible in the value of supply in terms of section 

15(2)(c) of CGST Act, 2017. 

(3) Any amount charged for anything done by the supplier in respect of 

the supply of goods at the time of, or before delivery of goods is 
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includible in the value of supply in terms of section 15(2)(c) of CGST 

Act, 2017. 

(4) Transportation cost has not been included in the value of supply of 

the machinery as it is a separate service contract between the 

customer and the third-party service provider. The customer pays the 

freight directly to the service provider.  

 The supplier (ABC Ltd), in this case, merely arranges for the transport 

and does not provide the transport service on its own account. Tax 

will be separately levied on the supply of service of transportation of 

goods under reverse charge which will be paid by the customer.  

(5) Warranty cost is includible in the value of the supply since 

transaction value includes all elements of the price excluding those 

that can be specifically excluded as per section 15 of the CGST Act. 

(6) Subsidies directly linked to the price excluding subsidies provided by 

the Central Government and State Governments are includible in the 

value of supply in terms of section 15(2)(e) of the CGST Act, 2017. 

(7) Cash discount was deducted by ABC Ltd. upfront at the time of 

supply on August 1, 20XX and hence, the same is excluded from the 

value of supply as it did not form part of the transaction value.  

(8) In the given case-  

 the location of the supplier is in Noida (UP); and  

 the place of supply of machinery is the place of installation of 

the machinery i.e., Gurugram (Haryana) in terms of section 

10(1)(d) of the IGST Act, 2017. 

 Therefore, the given supply is an inter-State supply as the location 

of the supplier and the place of supply are in two different States 

[Section 7(1)(a) of IGST Act, 2017]. Thus, the supply will be leviable 

to IGST in terms of section 5(1) of the IGST Act, 2017.  

(9) The given supply is a composite supply involving supply of goods 

(machinery) and services (handling and loading and installation and 

commissioning) where the principal supply is the supply of goods.  

 As per section 8(a) of the CGST Act, 2017, a composite supply is 

treated as a supply of the principal supply involved therein and 
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charged to tax accordingly. Thus, tax rate applicable to the goods 

(machinery) has been considered.  

(10) Interest for the delayed payment of any consideration for any supply 

is includible in the value of supply in terms of section 15(2)(d) of the 

CGST Act, 2017. Further, cash discount recovered will also be 

includible in the value of supply as now the transaction value i.e., the 

price actually paid for the machinery is devoid of any discount.  

 The cash discount not allowed and interest have been considered as 

cum tax value on the logical assumption that tax component could 

not be recovered from the client. Thus, tax payable thereon has to 

be computed by making back calculations in terms of rule 35 of CGST 

Rules, 2017. 

(11) It has been assumed that the invoice for the supply has been issued 

on August 1, 20XX, the date on which the supply is made. Thus, the 

time of supply of goods is August 1, 20XX in terms of section 12(1)(a) 

of the CGST Act, 2017.  

 As per section 12(6) of the CGST Act, 2017, the time of supply in case 

of addition in value by way of interest, late fee, penalty etc. for 

delayed payment of consideration for goods is the date on which the 

supplier receives such addition in value. Thus, the time of supply of 

interest received and cash discount recovered on account of delayed 

payment of consideration is 31st October, 20XX, the date when the 

full payment was made. The supplier may issue a debit note for such 

interest and cash discount recovered. 

🔒4 Rolly Polly Manufacturers Ltd., registered in Mumbai (Maharashtra), is 

a manufacturer of footwear. It imports a footwear making machine 

from USA.Rolly Polly Manufacturers Ltd. enters into a contract with 

Rudra Logistics, a licensed customs broker with its office at Ahmedabad 

(Gujarat), to meet all the legal formalities in getting the said machine 

cleared from the customs station. 

 Apart from this, Rolly Polly Manufacturers Ltd. authorises Rudra 

Logistics to incur, on its behalf, the expenses in relation to clearance of 

the imported machine from the customs station and bringing the same 

to the warehouse of Rolly Polly Manufacturers Ltd. which shall be 

reimbursed by Rolly Polly Manufacturers Ltd. to Rudra Logistics on the 

actual basis in addition to agency charges. 
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 Rudra Logistics raised an invoice in July, 20XX as follows: 

S.No. Particulars Amount 

(`) 

(i) Agency charges 5,00,000 

(ii) Unloading of machine at Kandla port, Gujarat  50,000 

(iii) Charges for transport of machine from Kandla 

port, Gujarat to its Rudra Logistics’ godown in 

Ahmedabad, Gujarat 

25,000 

(iv) Charges for transport of machine from Rudra 

Logistics’ Ahmedabad godown to the 

warehouse of Rolly Polly Export Import House 

in Mumbai, Maharashtra 

28,000 

(v) Prepared and submitted of Bill of Entry and 

paid customs duty 

5,00,000 

(vi) Dock dues paid 50,000 

(vii) Port charges paid 50,000 

(viii) Hotel expenses 45,000 

(ix) Travelling expenses 50,000 

(x) Telephone expenses 2,000 

 Compute the value of supply made by Rudra Logistics with the help of 

given information.Would your answer be different if Rudra Logistics 

has charged Rs. 13,00,000 as a lump sum consideration for getting the 

imported machine cleared from the customs station and bringing the 

same to the warehouse of Rolly Polly Manufacturers Ltd.?   

🔑 As per explanation to rule 33 of the CGST Rules, 2017, a “pure agent” 

means a person who- 

(a) enters into a contractual agreement with the recipient of supply to 

act as his pure agent to incur expenditure or costs in the course of 

supply of goods or services or both; 
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(b) neither intends to hold nor holds any title to the goods or services 

or both so procured or supplied as pure agent of the recipient of 

supply; 

(c) does not use for his own interest such goods or services so procured; 

and 

(d) receives only the actual amount incurred to procure such goods or 

services in addition to the amount received for supply he provides 

on his own account. 

 The supplier needs to fulfil all the above conditions in order to qualify as a 

pure agent.  

 In the given case, Rudra Logistics has entered into a contractual agreement 

with recipient of supply, Rolly Polly Manufacturers Ltd., to incur, on behalf 

of such recipient, the expenses mentioned in S.No. (ii) to (vii) incurred in 

relation to clearance of the imported machine from the customs station and 

bringing the same to the warehouse of the recipient.  Further, Rudra 

Logistics does not hold any title to said services and does not them use for 

his own interest.   

 Lastly, Rudra Logistics receives only the actual amount incurred to procure 

such services in addition to agency charges.  Thus, Rudra Logistics qualifies 

as a pure agent. 

 Further, rule 33 of the CGST Rules, 2017 stipulates that notwithstanding 

anything contained in the provisions of Chapter IV – Determination of Value 

of supply, the expenditure or costs incurred by a supplier as a pure agent of 

the recipient of supply shall be excluded from the value of supply, if all the 

following conditions are satisfied, namely- 

(I) the supplier acts as a pure agent of the recipient of the supply, when 

he makes the payment to the third party on authorisation by such 

recipient; 

(II) the payment made by the pure agent on behalf of the recipient of 

supply has been separately indicated in the invoice issued by the 

pure agent to the recipient of service; and 

(III) the supplies procured by the pure agent from the third party as a 

pure agent of the recipient of supply are in addition to the services 

he supplies on his own account. 
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 Since conditions (I) to (III) mentioned above are satisfied in the given case, 

expenses (ii) to (vii) incurred by Rudra Logistics as a pure agent of Rolly Polly 

Manufacturers Ltd. shall be excluded from the value of supply.  

 Accordingly, value of supply made by Rudra Logistics is as follows: 

Particulars Amount 

(`) 

Agency charges 5,00,000 

Add: Unloading of machine at Kandla port, Gujarat Nil 

Add: Charges for transport of machine from Kandla port, 

Gujarat to its Rudra Logistics’ godown in Ahmedabad, 

Gujarat 

Nil 

Add: Charges for transport of machine from Rudra 

Logistics’ Ahmedabad godown to the warehouse of Rolly 

Polly Export Import House in Mumbai, Maharashtra 

Nil 

Add: Customs duty Nil 

Add: Dock charges Nil 

Add: Port charges Nil 

Add: Hotel expenses 45,000 

Add: Travelling expenses 50,000 

Add: Telephone expenses 2,000 

Value of supply 5,97,000 

 Yes, our answer would be different. If lump sum amount of Rs. 13,00,000 is 

paid then the value of supply shall be Rs. 13,00,000 and tax shall be charged 

on value of supply since individual cost are not given. 

🔒5 Kaya Trade Links Pvt. Ltd. is a registered manufacturer of premium 

ceiling fans. It sells its fans exclusively through distributors appointed 

across the country. The maximum retail price (MRP) printed on the 

package of a fan is ` 10,000. The company sells the ceiling fans to 

distributors at ` 7,000 per fan (exclusive of applicable taxes). The 

applicable rate of GST on ceiling fans is 18%.  

© The Institute of Chartered Accountants of India



 VALUE OF SUPPLY 11 

 

 The stock is dispatched to the distributors on quarterly basis - stock for 

a quarter being dispatched in the second week of the month preceding 

the relevant quarter. However, additional stock is dispatched at any 

point of the year if the company receives a requisition to that effect 

from any of its distributors. The company charges ` 1,000 per fan from 

distributors towards packing expenses.  

 The company has a policy to offer a discount of 10% (per fan)on fans 

supplied to the distributors for a quarter, if the distributors sell 500 fans 

in the preceding quarter. The discount is offered on the price at which the 

fans are sold to the distributors (excluding all charges and taxes). 

 The company appoints Prakash Sales as a distributor on 1stApril and 

dispatches 750 fans on 8th April as stock for the quarter April-June. 

Prakash Sales places a purchase order of 1,000 fans with the company 

for the quarter July-September. The order is dispatched by the 

company on 10th June and the same is received by the distributor on 

18th June. The distributor makes the payment for the fans on 26 th June 

and avails applicable input tax credit.  The distributor reports sales of 

700 fans for the quarter April-June and 850 fans for the quarter July-

September. 

 Examine the scenario with reference to section 15 of the CGST Act, 2017 

and compute the taxable value of fans supplied by Kaya Trade Links 

Pvt. Ltd. to Prakash Sales during the quarter July-September. 

 Note: Make suitable assumptions, wherever necessary.  

🔑  Section 15(3)(a) of the CGST Act allows discounts to be deducted from the 

value of taxable supply if the same is given before or at the time of the 

supply and if such discount has been duly recorded in the invoice issued in 

respect of such supply. In other words, pre-supply discounts recorded in 

invoices are allowed as deduction.  

 Further, post supply discounts are also allowed as deduction from the value 

of supply under section 15(3)(b) of the CGST Act if- 

(i) such discount is established in terms of an agreement entered into 

at or before the time of such supply and specifically linked to 

relevant invoices; and 
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(ii) input tax credit as is attributable to the discount on the basis of 

document issued by the supplier has been reversed by the recipient 

of the supply. 

 In the given case, Prakash Sales is entitled for 10% discount on fans supplied 

by Kaya Trade Links Pvt. Ltd. for the quarter July-September as it has sold 

more than 500 fans in the preceding quarter April-June. However, since the 

entire stock for the quarter July-September has already been despatched by 

Kaya Trade Links Pvt. Ltd. in the month of June, the discounts on the fans 

supplied to Prakash Sales for the quarter July-September will be a post-

supply discount.  

 Such post-supply discount will be allowed as a deduction from the value of 

supply since the discount policy was known before the time of such supply 

and the discount can be specifically linked to relevant invoices (invoices 

pertaining to fans supplied to Prakash Sales for the quarter July-September) 

provided Prakash Sales reverses the input tax credit attributable to the 

discount on the basis of document issued by Kaya Trade Links Pvt. Ltd. 

 The value of supply will thus, be computed as under: 

Particulars Amount 

(`) 

Price at which the fans are supplied to Prakash Sales 

[Note 1] 

7,000 

Add: Packing expenses [Note 2]  1,000 

Less: Discount [Note 3]  (700) 

Value of taxable supply of one unit of fan 7,300 

Value of taxable supply of fans for the quarter July-

September [` 7,300 x 1,000] 

73,00,000 

 

Notes: 

(1) The value of a supply is the transaction value, which is the price 

actually paid or payable for the said supply, in terms of section 15(1) 

of the CGST Act presuming that the supplier and the recipient of 

supply are not related and price is the sole consideration for the 

supply. 

© The Institute of Chartered Accountants of India



 VALUE OF SUPPLY 13 

 

(2) The value of supply includes incidental expenses like packing charges 

in terms of section 15(2)(c) of the CGST Act. 

(3) Since all the conditions specified in section 15(3)(b) of the CGST Act 

have been fulfilled, the post-supply discount will be allowed as 

deduction from the value of supply presuming that Prakash Sales has 

reversed the input tax credit attributable to such discount on the 

basis of document issued by Kaya Trade Links Pvt. Ltd. The input tax 

credit to be reversed will work out to be `1.26 lakh [1,000 x (7,000 x 

10%) x 18%]. 

🔒6 Laxmi Ltd. of Bhopal (Madhya Pradesh) is a supplier of machinery. 

Laxmi Ltd. has supplied machinery to PQR Enterprises in Indore 

(Madhya Pradesh) on 1st October, 20XX. The invoice for supply has 

been issued on 1st October, 20XX. Thus, the time of supply of machinery 

is 1st October, 20XX. Laxmi Ltd. and PQR Enterprise are not related.  

 Following information is provided:  

 Basic price of machinery excluding all taxes but including design and 

engineering charges of ` 10,000 and loading charges of ` 20,000 - 

` 20,00,000. 

 Laxmi Ltd. provides 2 years free warranty for the machinery. Laxmi Ltd. 

also provides an extended one year warranty on payment of additional 

charges of `1,00,000. The extended warranty is given by the 

manufacturer at the time of supply of goods to the buyer and that the 

same is not available separately.  PQR Enterprises opted for one year 

warranty. 

 Laxmi Ltd. has collected consultancy charges in relation to pre-

installation planning of ` 10,000 and freight and insurance charges 

from place of removal to buyer's premises of `20,000.  

 Laxmi Ltd. received subsidy of ` 50,000 from Central Government for 

supplying the machinery to backward region since receiver was located 

in a backward region. Laxmi Ltd. also received ` 50,000 from the joint 

venture partner of PQR Enterprises for making timely supply of 

machinery to the recipient. 

 A cash discount of 1% on the basic price of the machinery is offered at 

the time of supply, if PQR Enterprises agrees to make the payment 

within 30 days of the receipt of the machinery at his premises. Discount 
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@ 1% was given to PQR Enterprises as it agreed to make the payment 

within 30 days.  

 The machinery attracts CGST and SGST @ 18% (9% + 9%) and IGST 

@18%.  

 Compute the CGST and SGST or IGST payable, as the case may be, on 

the machinery.  

🔑  Computation of GST payable  

Particulars ` 

Price of the machinery [Note 1] 20,00,000 

Add: Extended warranty cost [Note 2] 1,00,000 

 Consultancy charges in relation to pre-installation planning 

 [Note 3] 

10,000 

 Freight and insurance charges [Note 4] 20,000 

 Subsidy received from Central Government [Note 5] Nil  

 Receipts from Joint Venture of PQR Enterprises [Note 5] 50,000 

Less: 1% discount on basic price* = ` 20,00,000 x 1% [Note 6] (20,000) 

Value of supply  21,60,000 

CGST @ 9%[Note 7] 1,94,400 

SGST @ 9%[Note 7] 1,94,400 

 Notes: 

1. Laxmi Ltd. and PQR Enterprises are not related and price is assumed 

to be the sole consideration for the supply. Therefore, in terms of 

section 15(1) of the CGST Act, 2017, the value of the supply is the 

transaction value i.e., price actually paid or payable for the machinery 

by PQR Enterprises.  

 Design and engineering charges are includible in the value of supply 

as any amount charged for anything done by the supplier in respect 

of the supply of goods at the time of, or before delivery of goods is 

so includible in terms of section 15(2)(c) of CGST Act, 2017. 
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 Further, loading charges being incidental expenses charged by the 

supplier to the recipient of supply, are includible in the value as per 

section 15(2)(c) of the CGST Act, 2017. 

2. Supply of machinery (goods) with supply of ancillary services like 

extended warranty, is a composite supply, the principle supply of 

which is the supply of machinery. [Section 2(30) of the CGST Act, 

2017 read with section 2(90) of that Act]. Thus, value of such ancillary 

supply is includible in the value of composite supply.  

3. Any amount charged for anything done by the supplier in respect of 

the supply of goods at the time of, or before delivery of goods is 

includible in the value of supply in terms of section 15(2)(c) of CGST 

Act, 2017. 

4. Supply of machinery (goods) with supply of ancillary services like 

freight and insurance is a composite supply, the principle supply of 

which is the supply of machinery [Section 2(30) of the CGST Act, 2017 

read with section 2(90) of that Act]. Thus, value of such ancillary 

supply is includible in the value of composite supply. 

5. Subsidies provided by the Central Government and State 

Governments are not includible in the value of supply in terms of 

section 15(2)(e) of the CGST Act, 2017. However, subsidy directly 

linked to the price received from a non-Government body is 

includible in the value in terms of section 15(2)(e). 

6. Cash discount has been given to PQR Enterprises upfront at the time 

of supply and thus, would have been recorded in the invoice and 

hence, the same is excluded from the value of supply in terms of 

section 15(3)(a) of the CGST Act, 2017. 

7. In the given case-  

• the location of the supplier is in Bhopal (Madhya Pradesh); 

and  

• the place of supply of machinery is the location of the 

machinery at the time at which the movement of the same 

terminates for delivery to the recipient i.e., Indore (Madhya 

Pradesh) vide section 10(1)(a) of IGST Act, 2017.  

 Therefore, as per section 8(1) of IGST Act, 2017, the given supply is 

an intra-State supply as the location of the supplier and the place of 
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supply are in the same State. Thus, the supply will be leviable to CGST 

and SGST.  

 *Note: It is also possible to take a view that the basic price of the 

machinery is ` 19,70,000 [` 20,00,000 – ` 10,000 – ` 20,000] and 

design and engineering charges and loading charges are added to 

such price. In that case, 1% of discount amount will come out to be ` 

19,700, value of supply would be` 21,60,300 and CGST and SGST 

would be` 1,94,427 each. 

🔒7 M/s Jonty India Ltd. a manufacturer of heavy machines registered at 

Jaipur (Rajasthan) supplied one machine to M/s. Dhanuka Ltd. of 

Udaipur (Rajasthan) on 05-02-20XX under an invoice of the same date. 

Using the information given below, compute the value of the machine 

and the GST payable (CGST & SGST or IGST as the case may be) in cash 

for the month of February, 20XX by M/s Jonty India Ltd. with 

appropriate working notes.  

 Assume Rate of CGST, SGST and IGST on the machine to be 9%, 9% and 

18% respectively. 

Sl. No. Particulars Amount in ` 

(i) The Basic price of the machine (exclusive of taxes 

and discount).  

28,50,000 

(ii) Trade discount is allowed at 3% on the basic price 

and is shown in the invoice. 
85,500 

(iii) Secondary packing (in iron sheets) charges for safe 

transportation of the machine on the request of 

buyer.  

30,000 

(iv) Design and engineering charges of the machine  90,000 

(v) Tax levied by Municipal Authority on the sale of the 

machine. 
25,000 

(vi) Subsidy received by the supplier from the State 

Government to encourage manufacture of the 

machine. 

80,000 
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(vii) Pre-delivery inspection charges paid to an 

independent agency in terms of the agreement for 

supply. The amount was paid by M/s. Dhanuka Ltd. 

22,000 

(viii) Interest amount paid by M/s. Dhanuka Ltd. for 

delay in payment for the machine. 
12,000 

 Inward Supplies  

(i) IGST paid on food items for consumption by 

employees working in the factory. 
8,000 

(ii) SGST and CGST (` 15,000 each) paid on Electrical 

transformer used in the manufacturing process. 
30,000 

 Note:  

(i)  M/s Jonty India Ltd. has no input tax credit balance at the 

beginning of February, 20XX. All the other conditions necessary 

for availing the eligible input tax credit have been fulfilled.  

(ii)  There are no other transactions of supplies during the month of 

February, 20XX.  

(iii)  M/s Jonty India Ltd. and M/s. Dhanuka Ltd. are not related 

persons.   

🔑 Computation of value of machine sold by M/s. Jonty India Ltd. 

Particulars ` 

Basic price of machine  28,50,000 

Add: Secondary packing [Note 1(i)] 30,000 

  Design and engineering charges [Note 1(ii)] 90,000 

  Tax levied by Municipal Authority [Note 1(iii)] 25,000 

 Pre-delivery inspection charges paid by M/s. 

 Dhanuka Ltd. [Note 1(iv)] 

22,000 

 Interest for delay in payment [` 12,000 x 100/118] 

 [Note 1(v)] – (rounded off) 

10,169 
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Less: 3% Trade discount on basic price of machinery =  

` 28,50,000 × 3% [Note 2] 

(85,500) 

Taxable value of supply 29,41,669 

Computation of net GST payable (in cash) by M/s. Jonty India Ltd. for 

the month of February, 20XX  

Particulars  CGST @ 

9% (`) 

SGST @ 

9% (`) 

Tax on value of ` 29,41,669 (rounded off) [Note 4] 2,64,750 2,64,750 

Less: Input tax credit [ITC] of tax paid on 

electrical transformer used in the manufacturing 

process [Note 3]  

 

 

15,000 

 

 

15,000 

Net GST payable 2,49,750 2,49,750 

 Notes: 

(1) As per section 15(2) of the CGST Act, 2017- 

(i) All incidental expenses, including packing, charged by the 

supplier to the recipient of a supply are includible in the value 

of supply. 

(ii) Any amount charged for anything done by the supplier in 

respect of the supply of goods at the time of, or before 

delivery of goods is includible in the value of supply.  

(iii) Any taxes levied under any law for the time being in force 

other than CGST/SGST/UTGST/IGST, if charged separately by 

the supplier are includible in the value of supply. 

(iv) Any amount that the supplier is liable to pay in relation to 

such supply, but which has been incurred by the recipient of 

the supply and not included in the price actually paid or 

payable for the goods and/or services is includible in the 

value of supply.  

(v) Interest for the delayed payment of any consideration for any 

supply is includible in the value of supply. Further, it is 

assumed that such interest is inclusive of tax and that the 

same has been received by M/s. Jonty India Ltd. in the month 
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of February itself. Therefore, the time of supply of such 

interest will be in February, 20XX and the same will be 

considered while paying the tax liability of that month. 

(vi) Subsidies directly linked to the price excluding subsidies 

provided by the Central Government and State Governments 

are includible in the value of supply. Since in the given case, 

subsidy is received from State Government, the same has not 

been included in the value of supply presuming it to be 

directly linked to the price.* 

(2) Trade discount has been shown in the invoice and hence, the same 

is excluded from the value of supply in terms of section 15(3)(a) of 

the CGST Act, 2017. 

(3) ITC on food or beverages is specifically disallowed unless the same 

is used for making outward taxable supply of the same category or 

as an element of the taxable composite or mixed supply1 [Section 

17(5)(b)(i)]. Further, since transformers are used in the course or 

furtherance of business, ITC thereon is available in terms of section 

16(1). 

(4) In the given case-  

• the location of the supplier is in Jaipur (Rajasthan); and  

• the place of supply of machinery is the location of the 

machinery at the time at which the movement of the same 

terminates for delivery to the recipient i.e., Udaipur 

(Rajasthan) vide section 10(1)(a) of IGST Act, 2017.  

 Therefore, as per section 8(1) of IGST Act, 2017, the given supply is 

an intra-State supply as the location of the supplier and the place of 

supply are in the same State. Thus, the supply will be leviable to CGST 

and SGST 

 Note*In the above answer, it has been assumed that the basic price of the 

machine has been arrived at after adjusting the subsidy and that the basic 

price is the price charged from the customer. Consequently, subsidy received 

 
1It has been assumed that the food items are provided free of cost to the employees in the 

course of employment.  
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from State Government has not been reduced from the basic price of the 

machine while arriving at the taxable value of supply. 

 However, it is also possible to assume that the subsidy has yet not been 

adjusted in the basic price and that the price which will be charged from the 

customer is ` 27,70,000 (` 28,50,000 – ` 80,000) i.e., after excluding subsidy. 

In that case, the value of supply will be ` 28,61,669. 

🔒8 Dev Enterprises is the supplier of water coolers. Dev Enterprises 

supplied water coolers to Vimal Traders for consideration of ` 2,95,000 

(inclusive of GST @ 18%). Vimal Traders also gave some materials to 

Dev Enterprises as consideration for such supply whose value was ` 

10,000 (exclusive of GST).  

 Dev Enterprises has supplied the same goods to another person at price 

of ` 2,97,360 (inclusive of GST@18%).  

 You are required to:  

(1)  Determine the value of goods supplied by Dev Enterprises to 

Vimal Traders as per the provisions of the CGST Act, 2017.  

(2)  What would your answer be if price of ` 2,97,360 is not available 

at the time of supply of goods to Vimal Traders? Explain briefly.  

🔑 (1) In the given case, price is not the sole consideration for the supply. 

Apart from monetary consideration, the buyer has given some 

material to the supplier as consideration for such supply. Hence, the 

value of the supply cannot be determined on the basis of the 

transaction value in terms of section 15(1) of the CGST Act, 2017.  

 Here, the value will be determined with the help of rule 27 of the 

CGST Rules, 2017 (Valuation Rules) which specifies that where the 

consideration for a supply is not wholly in money, the value will be 

the open market value. 

 Open market value of a supply means the full value in money, 

excluding the applicable GST, where the supplier and the recipient 

of the supply are not related and the price is the sole consideration, 

to obtain such supply at the same time when the supply being valued 

is made. 
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 Therefore, in the given case, the open market value of the goods 

supplied is ` 2,52,000 (` 2,97,360 x 100/118) and is therefore, the 

value of such goods.  

(2) Rule 27 further provides that if open market value of the supply is 

not known, the value of the supply will be the consideration in money 

plus the money equivalent to the non-monetary consideration, if 

such amount is known at the time of supply. 

 Therefore, the value in the given case will be (` 2,95,000 x 100/118) + ` 10,000, which is 

` 2,60,000. 

🔒9 Zindagi Life Insurance Company Limited (ZLICL) has collected premium 

from subscribers and it does not intimate the amount allocated for 

investment to subscribers at the time of collection of premium.  During 

the month of September 20XX, it has collected the following receipts:

   

SI. No.  Particulars Amount 

1. Premium for only risk cover 25,00,000  

2. Premium from new sub  40,00,000  

3. Renewal Premium  80,00,000  

4. Single premium on annuity  1,00,00,000  

 All amounts are exclusive of tax. You are required to compute the value 

of supply by ZLICL in accordance with GST laws. 

🔑. As per rule 32(4) of the CGST Rules, 2017, the value of supply of services in 

relation to life insurance business, when the amount allocated for 

investment/ savings on behalf of the policy holder is not intimated to the 

policy holder at the time of supply of service, is- 

(i) in case of single premium annuity policies,10% of single premium 

charged from the policy holder;  

(ii) in all other cases, 25% of the premium charged from the policy 

holder in the first year and 12.5% of the premium charged from the 

policy holder in subsequent years; 

(iii) in case the entire premium paid by the policy holder is only towards 

the risk cover in life insurance, the premium so paid.  
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 Therefore, in the given case, the value of the services provided by ZLICL will 

be computed as under: 

Computation of value of supply for ZLICL for the month of  

September 20XX 

Particulars Amount (`) 

Premium for only risk cover 25,00,000 

Premium from new subscribers 25% of ` 40,00,000 10,00,000 

Renewal Premium 12.5% of ` 80,00,000  10,00,000 

Single premium on annuity policy10% of ` 1,00,00,000  10,00,000 

Total value of supply 55,00,000 

🔒10 Vayu Ltd. provides you the following particulars relating to goods 

supplied by it to Agni Ltd.:  

Particulars ` 

List price of the goods (exclusive of Taxes and discounts). 76,000  

Special packing at the request of customer to be charged 

to the customer. 
5,000  

Duty levied by local authority on the sale of such goods.  4,000  

CGST and SGST charged in invoice.  14,400  

Subsidy received from a NGO (The price of ` 76,000 

given above is after considering the subsidy) 
5,000  

 Vayu Ltd. offers 3% discount of the list price of the goods which is 

recorded in the invoice for the goods.  

 Determine the value of taxable supplies made by Vayu Ltd. 

🔑 Computation of value of taxable supplies by Vayu Ltd. 

Particulars ` 
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List price of the goods 76,000 

Add: Special packing [Note 1] 5,000 

 Duty levied by local authority on sale of goods [Note 2] 4,000 

 CGST and SGST charged [Note 2] - 

 Subsidy received from a NGO [Note 3] 5,000 

Less: Discount offered 

         = 3% of List price = ` 76,000 × 3% [Note-4] 

(2,280) 

Value of taxable supplies  87,720 

 Notes: 

1. Being incidental expenses charged by the supplier to the recipient of 

supply, packing charges are includible in the value as per section 

15(2)(c) of the CGST Act, 2017. 

2. Taxes, duties, etc. levied under any law for the time being in force 

other than CGST, SGST/UTGST, IGST are includible in the value as per 

section 15(2)(a) of CGST Act, 2017. Duty levied by local authority on 

sale of goods has been assumed to be recovered from Agni Ltd. and 

not included in the list price of the goods. 

3. Subsidy directly linked to the price received from a non-Government 

body is includible in the value in terms of section 15(2)(e) of CGST 

Act, 2017. 

4.  Since discount is known at the time of supply, it is deductible from 

the value in terms of section 15(3)(a) of CGST Act, 2017 
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