
 

PAYMENT OF TAX 

 

🔒1 Manihar Enterprises, registered in Delhi, is engaged in supply of various 

goods and services exclusively to Government departments, agencies 

etc. and persons notified under section 51 of the CGST Act, 2017. It has 

provided the information relating to the supplies made, their contract 

values and the payment due against each of them in the month of 

October, 20XX as under:  

S.No. Particulars Total 

contract 

value 

(inclusive of 

GST) (`) 

Payment 

due in 

October, 

20XX (`) 

(i) Supply of stationery to Fisheries 

Department, Kolkata 

2,60,000 15,000 

(ii) Supply of car rental services to 

Municipal Corporation of Delhi  

2,95,000 20,000 

(iii) Supply of a heavy machinery to 

Public Sector Undertaking located 

in Uttarakhand 

5,90,000 25,000 

(iv) Supply of taxable goods to Delhi 

office of National Housing Bank, a 

society established by Government 

of India under the Societies 

Registration Act, 1860 

6,49,000 50,000 

(v) Interior decoration of Andhra 

Bhawan located in Delhi.  Service 

contract is entered into with the 

Government of Andhra Pradesh 

(registered only in Andhra Pradesh)  

12,39,000 12,39,000 
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(vi) Supply of printed books and 

printed post cards to a West Delhi 

Post Office [Out of total contract 

value of ` 9,72,000, contract value 

for supply of books (exempt from 

GST) is ` 7,00,000 and for supply of 

printed post cards (taxable under 

GST) is ` 2,72,000.] 

9,72,000 50,000 

for books & 

20,000 for 

printed post 

cards 

(vii) Maintenance of street lights in 

Municipal area of East Delhi* [The 

maintenance contract entered into 

with the Municipal Corporation of 

Delhi also involves replacement of 

defunct lights and other spares.  

However, the value of supply of 

goods is not more than 25% of the 

value of composite supply.] 

*an activity in relation to any 

function entrusted to a 

Municipality under article 243W of 

the Constitution 

3,50,000 3,50,000 

 You are required to determine amount of tax, if any, to be deducted 

from each of the receivable given above assuming the rate of CGST, 

SGST and IGST as 9%, 9% and 18% respectively.   

 Will your answer be different, if Manihar Enterprises is registered under 

composition scheme? 

🔑 As per section 51 of the CGST Act, 2017 read withsection 20 of the IGST Act, 

2017 and Notification No. 50/2018 CT 13.09.2018,with effect from 

01.10.2018, following persons are required to deduct CGST @ 1% [Effective 

tax 2% (1% CGST + 1% SGST/UTGST)] or IGST @ 2% from the payment 

made/credited to the supplier (deductee) of taxable goods or services or 

both, where the total value of such supply, under a contract, exceeds  

` 2,50,000: 

(a) a department or establishment of the Central Government or State 

Government; or 
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(b) local authority; or 

(c) Governmental agencies; or 

(d) an authority or a board or any other body, -  

(i) set up by an Act of Parliament or a State Legislature; or  

(ii) established by any Government,  

 with 51% or more participation by way of equity or control, to carry 

out any function; or 

(e) Society established by the Central Government or the State 

Government or a Local Authority under the Societies Registration 

Act, 1860, or 

(f) Public sector undertakings. 

 Further, for the purpose of deduction of tax, the value of supply shall be 

taken as the amount excluding CGST, SGST/UTGST, IGST and GST 

Compensation Cess indicated in the invoice. 

 Since in the given case, Manihaar Enterprises is supplying goods and 

services exclusively to Government departments, agencies etc. and persons 

notified under section 51 of the CGST Act, 2017, applicability of TDS 

provisions on its various receivables is examined in accordance with the 

above-mentioned provisions as under: 

S. 

No. 

Particulars Total 

contract 

value (`) 

Payment 

 due  

(`) 

Tax to be deducted 

CGST  

(`) 

SGST 

(`) 

IGST 

(`) 

(i) Supply of stationery 

to Fisheries 

Department, Kolkata 

(Note-1) 

2,60,000 15,000 --   

(ii) Supply of car rental 

services to Municipal 

Corporation of Delhi  

(Note-2) 

2,95,000 20,000 --   
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(iii) Supply of a heavy 

machinery to Public 

Sector Undertaking 

located in 

Uttarakhand (Note-3) 

5,90,000 25,000   500 

(iv) Supply of taxable 

goods to Delhi office 

of National Housing 

Bank, a society 

established by 

Government of India 

under the Societies 

Registration Act, 1860 

(Note-4) 

6,49,000 50,000 500 500  

(v) Interior decoration of 

Andhra Bhawan 

located in Delhi 

(Note-5) 

12,39,00

0 

12,39,000 --   

(vi) Supply of printed 

books and printed 

post cards to a West 

Delhi Post Office 

(Note-6) 

9,72,000  --   

(vii) Maintenance of street 

lights in Municipal 

area of East Delhi 

(Note-7) 

3,50,000 3,50,000 --   

 Notes: 

1. Being an inter-State supply of goods, supply of stationery to 

Fisheries Department, Kolkata is subject to IGST @ 18%.  Therefore, 

total value of taxable supply [excluding IGST] under the contract is 

as follows: 

 = ` 2,60,000 × 100 / 118 

 = ` 2,20,339 (rounded off) 
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 Since the total value of supply under the contract does not exceed ` 

2,50,000, tax is not required to be deducted. 

2. Being an intra-State supply of services, supply of car rental services 

to Municipal Corporation of Delhi is subject to CGST and SGST @ 9% 

each. Therefore, total value of taxable supply [excluding CGST and 

SGST] under the contract is as follows: 

 = ` 2,95,000 × 100 / 118 

 = ` 2,50,000 

 Since the total value of supply under the contract does not exceed ` 

2,50,000, tax is not required to be deducted. 

3. Being an inter-State supply of goods, supply of heavy machinery to 

PSU in Uttarakhand is subject to IGST @ 18%. Therefore, total value 

of taxable supply [excluding IGST] under the contract is as follows: 

 = ` 5,90,000× 100 / 118 

 = ` 5,00,000 

 Since the total value of supply under the contract exceeds ` 2,50,000, 

PSU in Uttarakhand is required to deduct tax @ 2% of ` 25,000, i.e. ` 

500. 

4. Being an intra-State supply of goods, supply of taxable goods to 

National Housing Bank, Delhi is subject to CGST and SGST @ 9% 

each. Therefore, total value of taxable supply [excluding CGST and 

SGST] under the contract is as follows: 

 = ` 6,49,000× 100 / 118 

 = ` 5,50,000 

 Since the total value of supply under the contract exceeds ` 2,50,000, 

National Housing Bank, Delhi is required to deduct tax @ 2% (1% 

CGST + 1% SGST) of ` 50,000, i.e. ` 1,000. 

5. Proviso to section 51(1) of the CGST Act, 2017 stipulates that no tax 

shall be deducted if the location of the supplier and the place of 

supply is in a State or Union territory which is different from the State 

or as the case may be, Union territory of registration of the recipient.   

 Section 12(3) of the IGST Act, 2017, inter alia, stipulates that the 

place of supply of services, directly in relation to an immovable 

© The Institute of Chartered Accountants of India



6 PAYMENT OF TAX  

 

property, including services provided by interior decorators, shall be 

the location at which the immovable property is located or intended 

to be located.  Accordingly, the place of supply of the interior 

decoration of Andhra Bhawan shall be Delhi.   

 Since the location of the supplier (Manihar Enterprises) and the place 

of supply is Delhi and the State of registration of the recipient i.e. 

Government of Andhra Pradesh is Andhra Pradesh, no tax is liable to 

be deducted in the given case. 

6. If the contract is made for both taxable supply and exempted supply, 

tax shall be deducted if the total value of taxable supply in the 

contract exceeds ` 2,50,000. Being an intra-State supply of goods, 

supply of printed post cards to a West Delhi Post Office is subject to 

CGST and SGST @ 9% each.  Therefore, total value of taxable supply 

[excluding CGST and SGST] under the contract is as follows: 

 = ` 2,72,000× 100 / 118 

 = ` 2,30,509 (rounded off) 

 Since the total value of taxable supply under the contract does not 

exceed ` 2,50,000, tax is not required to be deducted. 

7. Composite supply of goods and services in which the value of supply 

of goods constitutes not more than 25% of the value of the said 

composite supply provided to, inter alia, local authority by way of 

any activity in relation to any function entrusted to a Municipality 

under article 243W of the Constitution is exempt from GST. Thus, 

maintenance of street lights (an activity in relation to a function 

entrusted to a Municipality) in Municipal area of East Delhi involving 

replacement of defunct lights and other spares where the value of 

supply of goods is not more than 25% of the value of composite 

supply is a service exempt from GST. Since tax is liable to be 

deducted from the payment made or credited to the supplier of 

taxable goods or services or both, no tax is required to be deducted 

in the given case as the supply is exempt.  

 The answer will remain unchanged even if Manihar Enterprises is registered 

under composition scheme.  Tax will be deducted in all cases where it is 

required to be deducted under section 51 of the CGST Act, 2017 including 

the scenarios when the supplier is registered under composition scheme. 
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🔒2 Miss Nitya has following balances in her Electronic Cash Ledger as on 

28/02/20XX as per GST portal.  

Major Heads Minor Heads Amount (`) 

 Tax 40,000 

CGST Interest 1,000 

 Penalty 800 

 Tax 80,000 

SGST Interest 400 

 Penalty 1,200 

 Fee 2,000 

IGST Tax 45,000 

 Interest 200 

 Penalty Nil 

 Her tax liability for the month of February, 20XX for CGST and SGST 

was ` 75,000 each. She failed to pay the tax and contacted you as legal 

advisor on 12/04/20XX to advise her as to how much amount of tax or 

interest she is required to pay, if any, by utilizing the available balance 

to the maximum extent possible as per GST Laws. She wants to pay the 

tax on 20-04-20XX.  

Other Information:-  

(i)  Date of collection of GST was 18 thFebruary, 20XX.  

(ii)  No other transaction after this up to 20 th April 20XX.  

(iii)  Ignore penalty and late fee for this transaction.  

(iv)  No other balance is available.  

You are required to advise her with reference to legal provisions with brief notes on the legal 

provisions applicable.   

 

A.   Due date for payment of tax collected on 18.02.20XX is 20.03.20XX. Interest @ 18% p.a. is payable 

for the period for which the tax remains unpaid in terms of section 50 of CGST Act, 2017. In the 
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given case, since Miss Nitya wants to pay the tax on 20.04.20XX, interest payable on the amount of 

CGST and SGST each is as follows: 

 Rs 75,000 × 18% × 31/365 = ` 1,147 (rounded off) 

 Amount entered under any Minor head (Tax, Interest, Penalty, etc.) and Major Head (CGST, IGST, 

SGST/UTGST) of the Electronic Cash Ledger can be utilized only for that liabil ity. Cross-utilization 

among Major and Minor heads are not possible. 

 Thus, Miss Nitya is liable to pay the following amount of tax and interest as under:  

  CGST SGST 

  Tax Interest Tax Interest 

 Tax Liability 75,000 1,147 75,000 1,147 

 Balances in Electronic cash ledger  40,000 1,000 80,000 400 

 Amount payable in cash 35,000 147 Nil 747 

 

Q.      Yash Shoppe, a registered supplier of Jaipur, is engaged in supply of various goods and services exclusively 

to Government departments, agencies, local authority and persons notified under section 51 of the CGST 

Act, 2017.  

You are required to briefly explain the provisions relating to tax deduction at source under section 

51 of the CGST Act, 2017 and also determine the amount of tax, if any, to be deducted from each 

of the receivables given below (independent cases) assuming that the payments as per the c ontract 

values are made on 31.10.20XX. The rates of CGST, SGST and IGST may be assumed to be 6%, 

6% and 12% respectively.  

(1)  Supply of computer stationery to Public Sector Undertaking (PSU) located in Mumbai. 

Total contract value is ` 2,72,000 (inclusive of GST)  

(2)  Supply of air conditioner to GST department located in Delhi. Total contract value is 

`2,55,000 (exclusive of GST)  

(3)  Supply of generator renting service to Municipal Corporation of Jaipur. Total contract 

value is ` 3,50,000 (inclusive of GST)   

 

A.  As per section 51 of the CGST Act, 2017, Government departments, agencies, local authority and 

notified persons are required to deduct tax @ 2% (1% CGST + 1% SGST/UTGST) or IGST @ 2% 

from payment made to the supplier of taxable goods and/ or services where  the total value of such 

supply [excluding tax and compensation cess indicated in the invoice], under a contract, exceeds ` 

2,50,000. 

Since in the given case, Yash Shoppe is supplying goods and services exclusively to Government 

departments, agencies, local authority and persons notified under section 51 of the CGST Act, 2017, 

applicability of TDS provisions on its various receivables is examined in accordance with the above-

mentioned provisions as under: 
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S. 
No. 

Particulars Total 
contract 
value due 
to be 
received 
[excluding 
GST] (`) 

Tax to be deducted 

CGST 
@ 1% 

(`) 

SGST 
@ 1% 

(`) 

IGST 
@ 2%  

(`) 

(1) Supply of computer stationery to PSU in 
Mumbai 

[Since the total value of supply under 
the contract [excluding IGST (being 
inter-State supply)] does not exceed  
` 2,50,000, tax is not required to be 
deducted.] 

2,42,857 
[2,72,000 × 
100 / 112] 

-- --  

(2) Supply of air conditioner to GST 
Department in Delhi 

[Since the total value of supply under 
the contract [excluding IGST (being 
inter-State supply)] exceeds 
`2,50,000, tax is required to be 
deducted.] 

2,55,000 --  5,100 

 

(3) Supply of a generator renting service to 
Municipal Corporation of Jaipur 

[Since the total value of supply under 
the contract [excluding CGST and 
SGST (being intra-State supply)] 
exceeds ` 2,50,000, tax is required to 
be deducted.] 

3,12,500 

[3,50,000× 
100 / 112] 

3,125 

 

3,125 

 

 

 Total  3,125 3,125 51,00 

 

Q A makes intra-State supply of goods valued at ` 50,000 to B within State 

of Karnatake. B makes inter-State supply to X Ltd. (located in Telangana) 

after adding 10% as its margin. Thereafter, X Ltd. sells it to Y in Telangana 

(Intra-State sale) after adding 10% as his margin. 

 Assume that the rate of GST chargeable is 18% (CGST 9% plus SGST 9%) and IGST chargeable 

is 18%. Calculate tax payable at each stage of the transactions detailed above. Wherever input 

tax credit is available and can be utilized, calculate the net tax payable in cash. At each stage of 

the transaction, indicate which Government will receive the tax paid and to what extent.  

 

A I. Intra-State supply of goods by A to B
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 `  

Value charged for supply of goods 50,000 

Add: CGST @ 9% 4,500 

Add: SGST @ 9% 4,500 

Total price charged by A from B  59,000 

A is the first stage supplier of goods and hence, does not have credit of CGST, 

SGST or IGST (Assumed). Thus, the entire CGST(` 4,500) & SGST(` 4,500) 

charged will be paid in cash by A to the Central Government and Karnataka 

Government respectively. 

II. Inter-State supply of goods by B to X Ltd. – Margin @ 10%1 

 `  

Value charged for supply of goods (` 50,000 x 110%) 55,000 

Add: IGST @ 18% 9,900 

Total price charged by B from X Ltd.  64,900 

 Computation of IGST payable by B to Central Government in cash 

 `  

IGST payable  9,900 

Less: Credit of CGST   4,500 

Less: Credit of SGST  4,500 

IGST payable to Central Government in cash   900 

Credit of CGST and SGST can be used to pay IGST [Section 49(5) of the CGST Act, 2017].  

Karnataka Government will transfer SGST credit of ` 4,500 utilised in the payment of IGST to the 

Central Government. 

III. Intra-State supply of goods by X Ltd. to Y  

 `  

Value charged for supply of goods (` 55,000 x 110%)  60,500 

Add: CGST @ 9% 5,445 

Add: SGST @ 9% 5,445 

Total price charged by X Ltd. from Y  71,390 

 Computation of CGST and SGST payable by X Ltd in cash 

 `  

 
1It has been logically presumed that 10% margin is on the value of goods (exclusive of taxes). 
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CGST payable  5,445 

Less: Credit of IGST    5,445 

CGST payable to Central Government in cash      Nil 

SGST payable  5,445 

Less: Credit of IGST [` 9,900 – ` 5,445]    4,455 

SGST payable to Telangana Government in cash  990 

 Credit of IGST can be used to pay IGST, CGST and SGST in that order [Section 

49(5) of the CGST Act, 2017]. Central Government will transfer IGST of Rs 4,455 

utilised in the payment of SGST to Telangana Government. 
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