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Test Series: April, 2018 

MOCK TEST PAPER - 2 

FINAL (OLD) COURSE: GROUP – I 

PAPER 8: INDIRECT TAX LAWS 

SUGGESTED ANSWERS 

GST law is in its nascent stage and has been subject to frequent changes.   Although various 

clarifications have been issued in the past few months by way of FAQs or otherwise, many issues 

continue to arise on account of varying interpretations on several of its provisions.  Therefore, 

alternate answers may be possible for the questions depending upon the view taken.  

For the sake of brevity, Central Goods and Services Tax, Integrated Goods and Services Tax, Central Goods 

and Services Tax Act, 2017, Integrated Goods and Services Tax Act, 2017 and Central Goods and Services 

Tax Rules, 2017 have been referred to as CGST, IGST, CGST Act, IGST Act and CGST Rules respectively.  

1. (a)    Computation of GST liability of Sudhir Works Ltd. 

Particulars (Rs.)  

Price of machine [Note 1] 20,00,000 

Handling and loading charges [Note 2] 5,000 

Weighment charges [Note 2] 10,000 

Installation and commissioning charges [Note 3] 40,000 

Transportation cost [Note 4] Nil 

Additional warranty cost [Note 5]  1,50,000 

Grant from Randhir Engineering Ltd. [Note 6]  1,00,000 

Total price of the machine 23,05,000 

Less: 2% cash discount on price of machinery = Rs. 20,00,000 × 2% 
          [Note 7] 

   40,000 

Taxable value of supply 22,65,000 

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

IGST @ 12% [Note 8 and Note 9]  2,71,800 

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

Interest collected @ 3% on Rs.  22,05,000 [Note 10] 66,150 

Add: Cash discount recovered [Note 10]    40,000 

Cum-tax value of interest and cash discount 1,06,150 

IGST = (Rs.  1,06,150/112) x 12% 11,373 

Total IGST payable on the machinery 2,83,173 

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 
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are not related and the price is the sole consideration for the supply.  It is assumed that Sudhir 

Works Ltd. and Durga 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 i n 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 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 (Sudhir Works 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.  

(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 Sudhir Works Ltd. upfront at the time of supply on September 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 Gurgaon (Haryana); and  

 the place of supply of machinery is the place of installation of the machinery i.e., New Delhi 

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 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 to be considered as cum tax value and 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 September 1, 20XX, the 

date on which the supply is made.  Thus, the time of supply of goods is September1, 20XX in terms 

of section 12(1)(a) of the CGST Act, 2017.   
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 As per section 12(6) of the CGST Act, 2017, the time of supply in case of addition in value by wa y 

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 30th November, 

20XX, the date when the full payment was made.  The supplier may issue a debit note for such 

interest and cash discount recovered.   

(b) (1) Section 10(1)(c) of the IGST Act stipulates that if the supply does not involve movement of 

goods, the place of supply is the location of goods at the time of delivery to the recipient.  

Since there is no movement of office furniture and fixtures in the given case, the place of 

supply of such goods is their location at the time of delivery to the recipient (Quickdeal 

Enterprises) i.e., Hissar, Haryana. 

(2) Section 12(7) of the IGST Act stipulates that the place of supply of services provided by way 

of organisation of a cultural, artistic, sporting, scientific, educational or entertainment event 

including supply of services in relation to a conference, fair, exhibition, celebration or similar 

events is the location of recipient in a case where such service is provided to a registered 

person.  In the given case, since the recipient (Chirag Diamond Merchants) is a registered 

person, the place of supply is the location of the recipient, i.e., Varanasi, U.P.  

 Further, the place of supply will not change even if the award function is organised at Mauritius 

instead of Mumbai as the location of recipient remains unchanged.  Thus, in that case also, 

the place of supply is the location of the recipient, i.e., Varanasi, U.P.  

(c)   Computation of assessable value of imported goods 

Particulars Amount  
(US $) 

Price of the machine at the factory of the exporter 10,000 

Add: Transport charges up to the port in the country of the exporter 
[Note 1]  

500 

         Handling charges at the port in the country of the exporter 
 [Note 1] 

50 

        Charges for design and engineering work undertaken for the 
machine in US [Note 2]  

2,500 

 Buying commission [Note 3]             Nil 

FOB value 13,050.00 

Add:  Freight charges up to India 1,000.00 

         Insurance charges @ 1.125% of FOB [Note 4] 146.81 

        Transport charges from Mumbai to Cochin port [Note 5]            Nil  

CIF value 14,196.81 

Add: Unloading and handling charges paid at the place of importation  
[Note 6] 

           Nil 

Assessable value  14,196.81 

Assessable value in Indian rupees @ Rs.  60/ per $  Rs.  8,51,808.60 

Assessable value (rounded off) Rs.  8,51,809 
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Notes: 

(1) The cost of transport, loading, unloading and handling charges associated with the delivery 

of the imported goods to the place of importation are includible in the assessable value [Rule 

10(2)(a) of the Customs Valuation (Determination of Value of Imported Goods) Rules, 2007 

(CVR)]. 

(2) Design and engineering work undertaken elsewhere than in India and necessary for the 

production of the imported goods is includible in the assessable value  

[Rule 10(1)(b)(iv) of the CVR]. 

(3) Buying commission is not included in the assessable value [Rule 10(1)(a)(i) of the CVR].  

(4) If insurance cost is not ascertainable, the same shall be added @ 1.125% of FOB value of 

the goods [Third proviso to rule 10(2) of the CVR]. 

(5) Cost of insurance, transport, loading, unloading, handling charges associated with 

transshipment of imported goods to another customs station in India is not included in the 

assessable value [Sixth proviso to rule 10(2) of the CVR]. 

(6) By virtue of the amendment carried out in rule 10(2) of the CVR vide Notification No. 

91/2017Cus. (NT) dated 26.09.2017, only charges incurred for delivery of goods “to” the 

place of importation are includible in the transaction value.  

The loading, unloading and handling charges associated with the delivery of the imported 

goods at the place of importation are not to be added to the CIF value of the goods.  [Circular 

No. 39 / 2017 Cus. dated 26.09.2017].  

2. (a)    Computation of value of the special purpose machine 

Particulars Rs.  

Price of machinery  9,00,000 

Add:  Transit insurance [Note 1] 16,500 

Packing charges [Note 2] 13,500 

Extra design charges [Note 3] 30,000 

         Freight [Note 1]    18,000 

Total 9,78,000 

Less: 2% cash discount on price of machinery  

 [Rs.  9,00,000 × 2%] [Note 4] 

   18,000 

Value of taxable supply 9,60,000 

Notes:  

(1) The given supply is a composite supply involving supply of goods (special machine) and 

services (transit insurance and freight) 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 charged to tax accordingly. 

(2) All incidental expenses including packing 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 includible in the value of supply in terms of section 

15(2)(c) of CGST Act, 2017. Thus, extra designing charges are to be included in the value of 

supply. 
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(4) Cash discount was given at the time of supply and also recorded in invoice, so the same is 

not to be included while computing value of supply in terms of section 15(3)(a) of CGST Act, 

2017. 

(b) Section 2(13) of the IGST Act defines “intermediary” to mean a broker, an agent or any other 

person, by whatever name called, who arranges or facilitates the supply of goods or services or 

both, or securities, between two or more persons, but does not include a person who supplies such 

goods or services or both or securities on his own account.   

In this case, since Prarambh Ltd. is arranging or facilitating supply of goods between the foreign 

customer and the Indian vendor, the said services can be classif ied as intermediary services.   

If the location of the supplier of services or the location of the recipient of service is outside India, 

the place of supply is determined in terms of section 13 of the IGST Act.  Since, in the given case, 

the recipient of supply is located outside India, the provisions of supply of intermediary services 

will be determined in terms of section 13 of the IGST Act.   

As per section 13(8)(b) of the IGST Act, the place of supply in case of intermediary services is the 

location of the supplier i.e., the location of Prarambh Ltd. which is Maharashtra.  Further, as per 

section 8(2) of the IGST Act, supply of services where the location of the supplier and the place of 

supply of services are in the same State is treated as intra-State supply. 

Therefore, since in the given case, both the location of Prarambh Ltd. and the place of supply of 

the service provided by it are in Maharashtra, the supply of service will be an intra -State supply 

leviable to CGST & SGST.    

Assuming that the given rate of exchange is prevailing on the date of time of supply of services, 

the CGST and SGST liability will be worked out as under:  

CGST = Rs.  8,91,990 (1,87,000 x 53 x 9%) 

SGST = Rs.  8,91,990 (1,87,000 x 53 x 9%)  

(c) According to section 127B of the Customs Act, 1962, the following conditions are to be fulfilled for 

filing an application for settlement of cases: 

(i) the applicant has filed a bill of entry, or a shipping bill, or a bill of export, or made a baggage 

declaration, or a label or declaration accompanying the goods imported or exported through 

post or courier, as the case may be, and in relation to such document or documents, a show 

cause notice has been issued to him by the proper officer.  

(ii) the additional duty accepted is more than Rs.  3 lakh. 

(iii) the applicant has paid the additional amount of customs duty accepted by him alongwith 

interest due under section 28AA. 

(iv) the case is not pending with CESTAT or any Court. 

(v) the application does not relate to goods to which section 123 applies or to goods in relation 

to which any offence under the Narcotic Drugs and Psychotropic Substances Act, 1985 has 

been committed. 

(vi) the application is not for the interpretation of the classification of the goods under the Customs 

Tariff Act, 1975 

 Further, application before Settlement Commission can be made only when adjudication is 

pending.   

Note: Any four conditions may be mentioned. 
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3. (a) Computation of GST Liability of Super Engineering Works Ltd., Chennai for the month of 

January 20XX 

S.No. Particulars Rs.  

A. Items sent in container truck to own location in Karnataka - IGST @ 
12% [Note 1] 

36,000 

Container truck sent to own location in Karnataka [Note 2] - 

B. 

 

Stand-alone machine sent in container truck to client location in 
Karnataka, for carrying out repairs [Note 3] 

- 

Container truck sent to client location in Karnataka  

[Note 3] 

- 

Items sent in container truck to client location in Karnataka, for carrying 
out repairs [Note 4] 

- 

C. Container truck sent to client location in Tamil Nadu  

[Note 3] 

- 

Items sent in container truck to client location in Tamil Nadu, for 
carrying out repairs [Note 4] 

- 

D. Invoices raised for repair work carried out in Karnataka: IGST @ 18% 
[Note 5 and Note 6] 

16,20,000 

E. Invoices raised for repair work carried out in Tamil Nadu: CGST 9% + 
SGST 9% [Note 5 and Note 7] 

3,24,000 

Total GST liability 19,80,000 

Notes: 

(1) Movement of goods without any consideration to a ‘distinct person’ as specified in section 

25(4) of the CGST Act, 2017 is deemed to be a supply in terms of Schedule I of the said Act.  

The purchase value is taken as taxable value, being the open market value in terms of rule 

28(a) of the CGST Rules 2017.  (However, if the regional office is eligible to take full input tax 

credit, any value may be declared in the tax invoice and that will be taken to be the open 

market value in terms of the second proviso to the same rule.)   

 In the given case-  

 the location of the supplier is in Chennai (Tamil Nadu); and  

 the place of supply of items contained in the truck is the location of such goods at the 

time at which the movement of goods terminates for delivery to the recipient i.e., 

Karnataka in terms of section 10(1)(a) of the IGST Act, 2017. 

 Therefore, the given supply of items 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 is leviable to IGST in terms of section 5(1) of the IGST Act, 2017.  

Since the activity is a supply, a tax invoice is to be issued by Power Engineering Pvt. Ltd. in 

terms of section 31(1)(a) of the CGST Act, 2017 for sending the items to its own location in 

Tamil Nadu. 

(2) As per section 25(4) of the CGST Act, 2017, a person who has obtained more than one 

registration, whether in one State or Union territory or more than one State or Union territory 

shall, in respect of each such registration, be treated as ‘distinct persons’.   
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Schedule I to the CGST Act, 2017 specifies situations where activities are to be treated as 

supply even if made without consideration.  Supply of goods and/or services between ‘distinct 

persons’ as specified in section 25 of the CGST Act, 2017, when made in the course or 

furtherance of business is one such activity included in Schedule I under para 2.  

However, in view of the GST Council’s recommendation, it has been clarified that the inter -

State movement of various modes of conveyance between ‘distinct persons’ as specified in 

section 25(4), not involving further supply of such conveyance, including trucks carrying goods 

or passengers or both; or for repairs and maintenance, may be treated ‘neither as a supply of 

goods nor supply of service’ and therefore, will not be leviable to IGST.  Applicable 

CGST/SGST/IGST, however, shall be leviable on repairs and maintenance done for such 

conveyance [Circular No. 1/1/2017 IGST dated 07.07.2017]. 

Since the activity is not a supply, tax invoice is not required to be issued by Power Engineering 

Pvt. Ltd.  However, a delivery challan is to be issued by the company in terms of rule 55(1)(c) 

of CGST Rules, 2017 for sending the truck to its own location in Tamil Nadu.    

(3) Supply of goods without consideration is deemed to be a supply inter alia when the goods are 

supplied to a ‘distinct person’.  However, in this case, stand-alone machine and container 

truck are moved to client location and not between ‘distinct persons’.  Hence, the same will 

fall outside the scope of definition of supply and will not be leviable to GST.   

 Here again, a delivery challan is to be issued in terms of rule 55(1)(c) of CGST Rules, 2017 

for sending the stand-alone machines and container truck to client location. 

(4) As per section 2(119) of the CGST Act, 2017, ‘works contract’ means a contract for , inter alia, 

repair, maintenance of any immovable property wherein transfer of property in goods (whether 

as goods or in some other form) is involved in the execution of such contract.   

In this case, the supplier provides maintenance and repair services for power plants that are 

in the nature of immovable property and uses consumables and parts, wherever necessary, 

for the repairs.  Hence, the contract is that of a works contract.   

Further, as per section 2(30) of the CGST Act, 2017, a works contract is a ‘composite supply’ 

as it consists of taxable supplies of both goods and services which are naturally bundled and 

supplied in conjunction with each other.  The composite supply of works contract is treated 

as supply of service in terms of para 6(a) of Schedule II to the CGST Act, 2017.   

The items used in relation to the repair and maintenance work could be consumables or could 

be identifiable items/parts.  In either case, the transfer of property in goods is incidental to a 

composite supply of works contract service.  Thus, the value of the items actually used in the 

repairs will be included in the invoice raised for the service and will be charged to tax at that 

point of time.  

Here again, a delivery challan is to be issued in terms of rule 55(1)(c) of CGST Rules, 2017 

for sending the items for carrying out the repairs. 

(5) The activity is a composite supply of works contract, which is treated as supply of service.  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 charged to tax accordingly.  

Since the activity is a supply of service, a tax invoice is to be issued by Power Engineering 

Pvt. Ltd. in terms of section 31(2) of the CGST Act, 2017.  

(6) In the given case-  

 the location of the supplier is in Chennai (Tamil Nadu); and  
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 the place of supply of works contract services relating to the power plant (immovable 

property) is the location at which the immovable property is located i.e., Karnataka in 

terms of section 12(3)(a) 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. 

(7) In the given case, the location of the supplier and the place of supply of works contract 

services are within the same State.  Therefore, the given supply is an intra -State supply in 

terms of section 8(1) of IGST Act, 2017 and thus, chargeable to CGST and SGST.    

(c) (1) Computation of interest payable to Sudhakar on duty drawback claimed 

Particulars  

Duty drawback claimed Rs.  61,500 

No. of days of delay [24.08.20XX to 21.10.20XX] 59 days 

Rate of interest  6% 

Quantum of interest (rounded off) [Rs.  61,500 x 59/365 x 6/100] Rs.  596 

Note: Since the claim of duty drawback is not paid to claimant within 1 month from the date 

of filing such claim, interest @ 6% per annum is payable from the date after the expiry of the 

said 1 month period till the date of payment of such drawback [Section 75A(1) of the Customs 

Act, 1962]. 

(2) Computation of interest chargeable from Lalit on excess duty drawback paid 

Particulars  

Duty drawback erroneously refunded Rs.  27,000 

No. of days of delay [17.06.20XX to 16.10.20XX] 122 days 

Rate of interest  15% 

Quantum of interest (rounded off) [Rs.  27,000 x 122/365 x 

15/100] 

Rs.  1,354 

Note: Interest is payable by the claimant on erroneous refund of duty drawback @ 15% per 

annum for the period beginning from the date of payment of such drawback to the claimant, 

till the date of recovery of such drawback [Section 75A(2) of the Customs Act, 1962]. 

4. (a)         Computation of net GST payable by M/s Sorabjee 

Particulars GST payable 
(Rs. ) 

Gross GST liability [Refer Working Note 1 below] 2,96,325 

Less: Input tax credit [Refer Working Note 2 below] 2,25,000 

Net GST liability  71,325 
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Working Notes 

(1) Computation of gross GST liability 

Particulars Value 
received 

(Rs. ) 

Rate 
of 

GST 

GST 
payable 

(Rs. ) 

Hiring charges for excavators  20,25,000 12% 2,43,000 

Service charges for supply of manpower 
for operation of excavators [Refer Note (i)] 

22,500 12% 2,700 

Service charges for soil testing and 
seismic evaluation [Refer Note (ii)] 

2,81,250 18% 50,625 

Gross GST liability 2,96,325 

Notes: 

(i) Since the excavators are invariably hired out along with operators and excavator 

operators are supplied only when the excavator is hired out, it is a case of composite 

supply under section 2(30) of the CGST Act, 2017 wherein the principal supply is the 

hiring out of the excavator.   

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

of the principal supply.  Therefore, the supply of manpower for operation of the 

excavators will also be taxed at the rate applicable for h iring out of the excavator 

(principal supply), which is 12%.  

(ii) Soil testing and seismic evaluation services being independent of the hiring out of 

excavator will be taxed at the rate applicable to them, which is 18%.  

(2) Computation of input tax credit available for set off  

Particulars GST paid 
(Rs. ) 

ITC 
available  

(Rs. ) 

Annual maintenance services for excavators 

[Refer Note (i)]  

1,12,500 1,12,500 

Health insurance for excavator operators  

[Refer Note (ii)] 

12,375 - 

Scientific and technical consultancy  

[Refer Note (i)] 

1,12,500 1,12,500 

Total input tax credit available  2,25,000 

Notes: 

(i) Section 17(5)(d) of the CGST Act blocks credit on goods and/or services received by a taxable 

person for construction of an immovable property on his own account.  Here, though the 

excavators are used for building projects, the same are not used by M/s Sorabjee on its own 

account for construction of immovable property; instead they are used for outward taxable 

supply of hiring out of machinery.   

Therefore, the annual maintenance service for the excavators does not get covered by the 

bar under section 17 of the CGST Act and the credit thereon will be available.  The same 

applies for scientific & technical consultancy for construction projects because in this case 
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also, the service is used for providing the outward taxable supply of soil testing and seismic 

evaluation service and not for construction of immovable property.  

(ii) Section 17(5)(b)(iii) of the CGST Act allows input tax credit on health insurance only when:  

(a) the Government notifies the services as obligatory for an employer to provide to its 

employees under any law for the time being in force; or 

(b) the said service is used for making an outward taxable supply of the same category of 

service or as part of a taxable composite or mixed supply.   

Since, in the given case, the health insurance service does not fall under any of the above two 

categories, the credit thereon will not be allowed.    

(b) Continuous supply of service means, inter alia, supply of any service which is provided, or agreed 

to be provided continuously or on recurrent basis, under a contract, for a period exceeding 3 

months with the periodic payment obligations. 

Therefore, the given situation is a case of continuous supply of service as repair and maintenance 

services have been provided by Bhumika Caretakers on a quarterly basis, under a contract, for a 

period of 1 year with the obligation for quarterly payment.   

In terms of section 31 of the CGST Act, in case of continuous supply of service, where due date of 

payment is ascertainable from the contract (as in the given case), invoice shall be issued on or 

before the due date of payment. 

Therefore, in the given case, Bhumika Caretakers should issue quarterly invoices on or before April 

1, July 1, October 1, and January 1.  

(c) As per rule 3 of the Baggage Rules, 2016, an Indian resident arriving from any country other than 

Nepal, Bhutan or Myanmar, shall be allowed clearance free of duty articles in his bona fide 

baggage, that is to say, used personal effects and travel souvenirs; and articles [other than certain 

specified articles], upto the value of Rs.  50,000 if these are carried on the person or in the 

accompanied baggage of the passenger. 

Thus, there is no customs duty on used personal effects and travel souvenirs and general duty free 

baggage allowance is Rs.  50,000 per passenger.  Thus, duty liability of Mr. Iyer and his wife is nil 

for the used personal effects worth Rs.  83,000 and 2 music systems each worth Rs.  50,000. 

As per rule 5 of the Baggage Rules, 2016, the jewellery allowance is as follows: 

Jewellery brought by Duty free allowance 

Gentleman Passenger Jewellery upto a weight of 20 grams with a value cap 
of Rs.  50,000 

Lady Passenger Jewellery upto a weight of 40 grams with a value 
cap of Rs.  1,00,000 

However, the jewellery allowance is applicable only to a passenger residing abroad for more than 

1 year. 

Consequently, there is no duty liability on the jewellery brought by Mr. Iyer as he had stayed abroad 

for period exceeding 1 year and weight of the jewellery brought by him i s 20 grams with a value 

less than Rs.  50,000. 

© The Institute of Chartered Accountants of India



11 

However, his wife is not eligible for this additional jewellery allowance as she had stayed abroad 

for a period of less than a year. Thus, she has to pay customs duty on the entire amount of jewellery 

brought by her as she has already exhausted the general duty free baggage allowance of  Rs.  

50,000 allowed under rule 3. 

5. (a) As per section 22 of the CGST Act, 2017, a supplier is liable to be registered in the State/Union 

territory from where he makes a taxable supply of goods or services or both, if his aggregate 

turnover in a financial year exceeds Rs.  20 lakh.   

However, if such taxable supplies are made from any of the specified special category States, 

namely, States of Arunachal Pradesh, Assam, Manipur, Meghalaya, Mizoram, Nagaland, Sikkim, 

Tripura, Himachal Pradesh and Uttarakhand, he shall be liable to be registered if his aggregate 

turnover in a financial year exceeds Rs.  10 lakh.   

In the given question, since Prakriti Enterprises is engaged in making taxable supplies from 

Madhya Pradesh which is not a specified Special Category State, the threshold limit for obtainin g 

registration is Rs.  20 lakh.   

The threshold limit is not reduced to Rs.  10 lakh in this case, as sale of alcoholic liquor for human 

consumption from Uttarakhand (one of the specified Special Category States) are non -taxable 

supplies in terms of section 9(1) of CGST Act, 2017. 

As per section 2(6) of the CGST Act, 2017, aggregate turnover includes the aggregate value of:  

(i) all taxable supplies, 

(ii) all exempt supplies, 

(iii) exports of goods and/or services and 

(iv) all inter-State supplies of persons having the same PAN. 

The above is computed on all India basis.  Further, the aggregate turnover excludes central tax, 

State tax, Union territory tax, integrated tax and cess.  Moreover, the value of inward supplies on 

which tax is payable under reverse charge is not taken into account for calculation of ‘aggregate 

turnover’. 

In the light of the afore-mentioned provisions, the aggregate turnover of Prakriti Enterprises is 

computed as under: 

Computation of aggregate turnover of Prakriti Enterprises 

Particulars Turnover 
of January 

(Rs. ) 

Cumulative turnover of 
January & February (Rs. ) 

Serving of cooked food and cold drinks/non-
alcoholic beverages in restaurant in Madhya 
Pradesh 

6,16,000 13,44,000 
[Rs. 6,16,000 + Rs.  7,28,000] 

Add: Sale of alcoholic liquor for human  
        consumption in Uttarakhand [Note-1] 

 5,60,000 

Add: Interest received from banks on the  
         Fixed Deposits [Note-2]  

1,12,000 2,24,000 

[Rs. 1,12,000 + Rs. 1,12,000] 

Add: Supply of packed food items from 
 restaurant in Madhya Pradesh 

1,68,000 3,92,000 

[Rs. 1,68,000 + Rs. 2,24,000] 

Aggregate Turnover 8,96,000 25,20,000 
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Notes: 

1. As per section 2(47) of the CGST Act, 2017, exempt supply includes non-taxable supply.  

Thus, supply of alcoholic liquor for human consumption in Uttarakhand, being a non -taxable 

supply, is an exempt supply and is, therefore, includible while computing the  aggregate 

turnover.   

2. Services by way of extending deposits, loans or advances in so far as the consideration is 

represented by way of interest or discount (other than interest involved in credit card services) 

is exempt vide Notification No. 12/2017 CT (R) dated 28.06.2017.  Thus, interest received 

from banks on the fixed deposits is an exempt supply and is, therefore, includible while 

computing the aggregate turnover.   

Prakriti Enterprises was not liable to be registered in the month of January since  its 

aggregate turnover did not exceed Rs.  20 lakh in that month.  However, since its aggregate 

turnover exceeds Rs.  20 lakh in the month of February, it should apply for registration within 

30 days from the date on which it becomes liable to registration. 

 (b) (i) As per section 117(1) of the CGST Act, an appeal against orders passed by the State Bench 

or Area Benches of the Tribunal lies to the High Court if the High Court is satisfied that such 

an appeal involves a substantial question of law.   

However, appeal against orders passed by the National Bench or Regional Benches of the 

Tribunal lies to the Supreme Court and not High Court.  As per section 109(5) of the CGST 

Act, only the National Bench or Regional Benches of the Tribunal can decide appeals wh ere 

one of the issues involved relates to the place of supply.   

 Since the issue involved in Hariharan’s case relates to place of supply, the appeal in his case 

would have been decided by the National Bench or Regional Bench of the Tribunal.  Thus, 

Hariharan will have to file an appeal with the Supreme Court and not with the High Court.  

(ii) ‘Input tax’ in relation to a registered person, means CGST, SGST, IGST or UTGST charged 

on any supply of goods or services or both made to him and includes — 

(a) IGST charged on import of goods;  

(b) CGST, IGST, SGST or UTSGT payable under reverse charge  

but does not include tax paid under the composition levy.  

(c) Difference between transit and transhipment of goods: 

Transit Transhipment 

(i) Section 53 of the Customs Act, 1962 

provides for transit of goods. 

(i) Section 54 of the Customs Act, 1962 

provides for transhipment of goods.  

(ii) In case of transit of goods, goods 

are allowed to remain on the same 

conveyance. 

(ii) In case of transhipment of goods, the 

conveyance changes i.e., the goods are 

unloaded from one conveyance and loaded 

in another conveyance. 

(iii) In case of transit of goods, there is 

continuity of records. 

(iii) In transhipment of goods, continuity in the 

records is not maintained as the goods are 

transferred to another conveyance.  
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6. (a) (i) Provisions of return Form GSTR-3B as contained in sub rules (5) and (6) of rule 61 of the 

CGST Rules, 2017 are as under:  

 FORM GSTR-3B is notified as the form for return by the Commissioner when the due dates 

for furnishing GSTR-1 and GSTR-2 get extended.  GSTR-3B is a simple return containing 

summary of outward and inward supplies liable to reverse charge, eligible ITC, paym ent of 

tax etc.  Thus, GSTR-3B does not require invoice-wise data of outward supplies. GSTR-3B 

can be submitted electronically through the common portal, either directly or through a notified 

Facilitation Centre.  

Where GSTR-3B is furnished, after the due date for furnishing GSTR-2— 

(a) Part A of GSTR-3 is auto populated on the basis of information furnished through GSTR-

1, GSTR-2 and based on other liabilities of preceding tax periods.  Part B of the GSTR-

3 is electronically generated on the basis of the return in GSTR-3B furnished in respect 

of the tax period; 

(b) the registered person can modify Part B of GSTR-3 based on the discrepancies, if any, 

between GSTR-3B and GSTR-3 and discharge his tax and other liabilities, if any; 

(c) where the amount of ITC in GSTR-3 exceeds the amount of ITC in terms of GSTR-3B, 

the additional amount gets credited to the electronic credit ledger of the registered 

person. 

(ii) The time-limit for issuance of SCN under section 73 of the CGST Act is 2 years and 9 months 

from the due date of filing Annual Return for the Financial Year to which the demand pertains 

or from the date of erroneous refund. 

(b) If the taxable person does not provide a satisfactory explanation within 30 days of being infor med 

(extendable by the officer concerned) or after accepting discrepancies, fails to take corrective 

action in the return for the month in which the discrepancy is accepted, the Proper Officer may take 

recourse to any of the following provisions: 

(a) Proceed to conduct audit under section 65 of the CGST Act;  

(b) Direct the conduct of a special audit under section 66 of the CGST Act which is to be 

conducted by a Chartered Accountant or a Cost Accountant nominated for this purpose by 

the Commissioner; or  

(c) Undertake procedures of inspection, search and seizure under section 67 of the CGST Act; 

or  

(d) Initiate proceeding for determination of tax and other dues under sections 73 or 74 of the 

CGST Act. 

 (c) (i) When the goods are damaged inside the warehouse abatement in customs duty, on resultant 

loss in value, has been provided through section 22 of the Customs Act, 1962.  Section 22 

contemplates that for claiming abatement of duty, the damage (not deterioration) should occur 

at any time before clearance of the imported goods for home consumption from the 

warehouse.  However, the damage should not be attributable to the importer.  It should be 

proved to the satisfaction of Assistant Commissioner or Deputy Commissioner of Customs 

that the imported goods have actually suffered damages.  The claim for abatement is not 

tenable unless the importer factually proves the damage.  The following equation provides 

the way to calculate the abatement of duty. 
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Duty after damage Value after damage

Duty before damage Value before damage
  

(ii) When the goods are destroyed in the warehouse before clearance for home consumption, 

customs duty will be remitted as per the provisions of section 23 of the Customs Act, 1962.  

Section 23(1) applies when the goods have been lost (otherwise than as a result of pilferage) 

or destroyed in entirety i.e. whole or part of goods is lost once for all.  The goods cease to 

exist and cannot be retrieved.  The loss is generally on account of natural causes such as 

fire, flood etc., and no human element is present as in section 13 of the Customs Act, 1962.  

The loss or destruction may occur at any time before clearance for home consumption.  The 

loss/destruction has to be proved to the satisfaction of Assistant Commissioner or Deputy 

Commissioner. 

7. (a) (i) Section 107(6) of the CGST Act provides that no appeal shall be filed before the Appellate 

Authority, unless the appellant has paid— 

(i) full amount of tax, interest, fine, fee and penalty arising from the impugned order, as is 

admitted by him; and 

(ii) a sum equal to 10% of the remaining amount of tax in dispute arising from the impugned 

order. 

Section 112(8) of the CGST Act lays down that no appeal can be filed before the Tribunal, 

unless the appellant deposits— 

(i) full amount of tax, interest, fine, fee and penalty arising from the impugned orde r, as is 

admitted by him; and  

(ii) 20% of the remaining amount of tax in dispute,  

in addition to the amount deposited before the Appellate Authority, arising from the said order, 

in relation to which appeal has been filed. 

Where the appellant has made the pre-deposit, the recovery proceedings for the balance 

amount shall be deemed to be stayed till the disposal of the appeal.  

(ii) The said statement is not correct.  State Government can notify a transaction to be supply of 

goods or services but only on the recommendations of the GST Council.  Further, Central 

Government, on the recommendations of the GST Council, can also notify an activity to be 

the supply of goods and not supply of services or supply of services and not supply of goods 

or neither a supply of goods nor a supply of services. 

(b) Section 36 of the CGST Act explains the provisions relating to period of retention of accounts as 

under: - 

Every registered person required to keep and maintain books of account or other records shall 

retain them until the expiry of 72 months from the due date of furnishing of annual return for the 

year pertaining to such accounts and records. 

However, a registered person, who is a party to an appeal or revision or any other proceedings 

before any Appellate Authority or Revisional Authority or Appellate Tribunal or court, whether filed 

by him or by the Commissioner, or is under investigation for an offence under Chapter XIX, shall 

retain the books of account and other records pertaining to the subject matter of such  appeal or 

revision or proceedings or investigation for a period of 1 year after final disposal of such appeal or 

revision or proceedings or investigation, or for the period specified above, whichever is later.  

OR 
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(b) The provisions relating to liability of directors of private company are contained in section 89 of the 

CGST Act.  It provides that notwithstanding anything contained in the Companies Act,  2013, where 

any tax, interest or penalty due from a private company in respect of any supply of goods or 

services or both for any period cannot be recovered, then, every person who was a director of the 

private company during such period shall, jointly and severally, be liable for the payment of such 

tax, interest or penalty unless he proves that the non-recovery cannot be attributed to any gross 

neglect, misfeasance or breach of duty on his part in relation to the affairs of the company.  

Where a private company is converted into a public company and the tax, interest or penalty in respect 

of any supply of goods or services or both for any period during which such company was a private 

company cannot be recovered before such conversion, then, above provisions shall apply to any person 

who was a director of such private company in relation to any tax, interest or penalty in respect of such 

supply of goods or services or both of such private company.  However, this exception does not apply 

to any personal penalty imposed on such director. 

(c) Section 72 of the Customs Act provides that in any of the following circumstances the goods shall 

be considered to have been removed improperly from a warehouse –  

(i) where any warehoused goods are removed from a warehouse in contravention of section 71 

of the Customs Act; 

(ii) where any warehoused goods have not been removed from a warehouse at the expiration of 

the period during which such goods are permitted under section 61 to remain in a warehouse;  

(iii) where any goods in respect of which a bond has been executed under section 59 and which 

have not been cleared for home consumption or export are not duly accounted for to the 

satisfaction of the proper officer. 
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