
List price of goods supplied inter-state

Items already adjusted in the price given in (i) above:

(1) Subsidy from Central Government for supply of biscuits to

      Government School.

(2) Subsidy from Trade Association for supply of quality 

       biscuits.

Items not adjusted in the price given in (i) above:

(3) Tax levied by Municipal Authority

(4) Packing Charges

(5) Late fee paid by the recipient of supply for delayed 

      payment ofinvoice

12,40,000

1,20,000

30,000

24,000

12,000

5,000

Particular Amount (`)

Calculate the value of taxable supply made by M/s Candy Blue Ltd. for the month of

October, 2017.

Answer:

Computation of value of taxable supply made by Candy Blue Ltd. for the month of

October, 2017

Note: In the above solution, list price of the goods and late fee for delayed payment of 

invoice have been assumed to be exclusive of taxes.

Late fees paid by recipient of supply for delayed payment

[Includible in the value as per section 15 of the CGST Act, 2017]

Value of taxable supply 13,11,000

5,000

Particular Amount (`)

Add: Subsidy amounting to ` 1,20,000 received from Central Government 

[Since subsidy is received from Government, the same is not includible in 

the value in terms of section 15 of the CGST Act, 2017.]

Subsidy received from Trade Association [Since subsidy is

received from a non-Government body, the same is includible in

the value in terms of section 15 of the CGST Act, 2017.]

Tax levied by the Municipal Authority [Includible in the value as per 

section 15 of the CGST Act, 2017]

Packing charges [Being incidental expenses, the same are includible in the 

value as per section 15 of the CGST Act, 2017]

Nil

30,000

24,000

12,000

Question 38                    

Define the following terms pertaining to Value of Supply chapter:

i) Open Market Value

ii) Like kind & Quality

Answer

I)  “open market value” of a supply of goods or services or both means the Open Market Value: -

full value in money, excluding the integrated tax, central tax, State tax, Union territory tax 

and the cess payable by a person in a transaction, 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;

ii) “supply of goods or services or both of like kind and quality” means Like kind & Quality:-

any other supply of goods or services or both made under similar circumstances that, in 

respect of the characteristics, quality, quantity, functional components, materials, and the 

reputation of the goods or services or both first mentioned, is the same as, or closely or 

substantially resembles, that supply of goods or services or both.

CGST Rules

Note 2:- As per rule 27, where consideration is not wholly in money value of supply shall be 

determined on the following principles:

a) Open market value

b) If (a) is not possible then money value of equivalent consideration

c) If (a) or (b) not possible then value of like kind & quality

d) If all of above not possible then apply rule 30 or 31 in that order

General provision student should refer for solving following question

Question 39 (Rule 27)                   

Mrs. Jaya purchases a Samsung television set costing ̀  85,000 from Giriyas, in exchange 

of her existing TV set. After an hour of bargaining, the shop manager agrees to accept     

` 78,000 instead of his quote of  ` 81,000, as he would still be in a profitable position 

(the old TV can be sold for ̀  8,000).

Compute the taxable value.

GST
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Answer- 

Legal Provision:- As per , sec 15 First write general provision here as given in Note 1           

refer pg. no  76

In the given case, actual price of ` 78,000 is not sole consideration as new TV is supplied in 

exchange of old TV.

In such case value shall be determined as per sec 15(4) read with rule 27 of CGST rules First 

write general provision here as given in Note 2 refer pg. no 89

Conclusion:- In the given case open market value of Samsung television set is available i.e ` 

85,000. Hence, the same shall be considered as the value of supply.

Question                     40 (Rule 27)

M/s Sam pvt ltd supplied tool parts to ABC pvt ltd  for a consideration of ` 2,50,000 

exclusive of taxes. ABC pvt ltd also gave some material to M/s Sam pvt ltd as 

consideration for such supply whose value was `50,000 exclusive of taxes. M/s Sam has 

supplied the same goods to another person at a price of  ` 3,25,000 inclusive of GST @ 

18%. Determine the value of supply.

i) What would your answer be if price of 3,25,000 is not available at the time of  `

supply of goods to ABC pvt ltd.

ii) What would your answer be in above case, if open market value of supply is also not 

available but at the time of supply of goods by M/s Sam, identical goods have been 

supplied at value of 3,17,000 excluding taxes. ̀

Answer

Legal Provision:- As per  Sec 15  First write general provision here as given in Note 1 refer pg. 

no 76

As per , Rule 27 of CGST Rules, 2017  First write general provision here as given in Note 2 

refer pg. no 89

Conclusion:-  Determination of value of taxable supply for the given cases:

In case where open market value is available, then it shall be taken as value of supply this 

shall be determined as under:

Particulars `      

Price charged from another recipient    3,25,000

Less: GST included in the above price [ ` 325000* 18/118]  49,576

Open market value of supply of goods     2,75,424

Particulars `      

Consideration in money      2,50,000

Value of Non-monetary Consideration – Value of goods known   50,000

at time of supply

Value of taxable supply 3,00,000      

ii) If open market value is not available as well as value of equivalent consideration is not 

available then value of supply shall be value of like kind and quality i.e. ̀  3, 17,000.

Thus, the value of supply shall be ̀  275,424.

i) If open market value is not available, the value of taxable supply shall be determined as 

under:

Question 41 (Rule 27)                   

M/s Surya pvt ltd manufactured laptop bags. During the month of July 2017, Cisca Ltd, 

purchased 200 bags at the contract price of ̀  800 per bag from M/s Surya pvt ltd. Cisca 

ltd supplied laptop accessories which were also manufactured by Surya pvt ltd without 

consideration. The open market value of accessories so supplied was ̀  200 per unit along 

with bag. GST rate applicable is 18%. Compute the taxable value of supply as in 

accordance with GST Act.

Particulars `     

Contract Value of laptop bags [` 800*200]   1,60,000

 Therefore Value of taxable supply     1,60,000     

GST payable @ 18% 28,800    

Answer- Computation of taxable value:

Note :- In the given case the supply of laptop accessories is free of cost. Thus shall not Rule 27 

be applicable and the contract value shall be taken as the value of taxable supply and 

accordingly GST @ 18% shall be charged on it.

Also as per  no ITC shall be available on such supply of accessories as it is Sec 17(5)(h)

distributed free of cost.
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Answer :- In given case Sriram Textiles has sold the goods to retailer in Meghalaya on a 

condition that retailer should put his brand name on his retail outlet. Thus, we can say that 

actual price of ̀  2,50,000 is not a sole consideration & value shall be determined by applying sec 

15(4) rule 27. read with 

The open market value or money value of equivalent consideration or value of like kind & quality 

( is not given in the problem) is not available. Therefore value shall be determined as per Rule 27 

(d) read with rule 30 which is 110% of cost of manufacture or acquisition.

                         Value of Supply = 110% * 5,00,000 i.e ̀  5,50,000 

Question 43                    (Rule 27)

Krishna, an interior decorator, designed the interiors of Mr P’s newly setup  in navi  office

Mumbai. As a consideration for the said services, Mr P gave a souvenir to Krishna. The said 

souvenir was an aircraft especially designed and made by the craftsmen as per the 

specifications suggested by Mr P. the open market value for such aircraft available is       

` 2 lakhs

Krishna did not pay GST on the services provided by him contending that value thereof 

could not be ascertained. Is krishna’s contention is correct?                                                

Answer
Legal Provision

The above case falls within the purview of Rule 27 of CGST Rules

Discussion

The above rule is applicable because for the supply of service there is no consideration in 

monetary terms. As per the above stated rule the value of supply shall be the open market 

value.  of a supply of goods or services or both means the full value in “Open market value”

money, excluding the integrated tax, central tax, State tax, Union territory tax and the cess 

payable by a person in a transaction, 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. 

Hence, the value shall be  200,000 and the contention of Krishna is incorrect that he is not `

liable to pay GST. 

Question 44                   (Rule 28) 

DSK ltd manufactures a self-designed digital product ‘X’ at its unit in Maharashtra and 

supplies it to its establishment, located in Karnataka. The declared value for Stock 

Transfer is ` 2, 75,000 & its cost of production is ` 3,20,000. DSK ltd is the sole 

manufacturer of this product. Determine the taxable value of supply & calculate GST 

payable @ 12%.

Would your answer be different if the establishment in Karnataka is eligible to avail 

input tax credit of GST payable by DSK ltd?

Answer- In the given case goods are transferred from one establishment of Maharashtra to 

another establishment of Karnataka. Hence, the value of the supply would be determined by 

applying  read with rule 30 is to applied since the product is self-deigned and in rule 28©

absence of open market value  i.e. 110% of Cost of production = 110% * 3,20,000 = ` 3,52,000. 

GST shall be payable @ 12% of ̀  3, 52,000 = ̀  42,240.

In the second situation, if the establishment in Karnataka takes the input tax credit, then it 

will be treated as a distinct person & the value of supply shall be as per Rule 28 of CGST Rules 

2017, i.e. open market value thus the value of taxable supply shall be ` 2, 75,000 and GST 

payable shall be 12 % of ̀  2,75,000 = ̀  33,000.

Question 45                    (Rule 28)

An assessee sold certain goods to ABC Ltd. for ̀  30,000 (excluding GST and other taxes) 

on 15.10.2017. The buyer, ABC Ltd., is a related person as de d under GST Act. It did not fine

sell the goods, but used it as intermediary product. The cost of production of the said 

goods determined as per CAS- 4 was ̀  14,000. Determine the value of supply in the given 

case.

Answer

The given case falls under the ambit related person it seems to be stock transfer of goods where 

supply of goods is been used as an intermediary in manufacture of product. 

The transaction value shall not be accepted whereas value shall be computed as per Rule 28 of 

CGST Rules, which is specific for supply to related person.

Thus, the value of supply shall be the open market value or like kind & quality if available but in 
GST
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Question 42 (Rule 27)                   

Sriram Textiles is a registered person in Hyderabad. A particular variety of clothing has 

been categorised as non-moving stock, costing `5,00,000. None of the customers were 

willing to buy these clothes in spite of giving big discounts on them, for the reason that 

the design was too experimental. After months, Sriram Textiles was able to sell this 

stock on an online website to another retailer located in Meghalaya for ̀ 2,50,000, on the 

condition that the retailer would put up a poster of Sriram Textiles in all their retail 

outlets in the State. Determine the value of supply made by Shriram Textile?



the given case it’s not given and also value of goods of like kind & quality not available and so we 

shall apply  i.e. value of supply = 14,000 *110% = ̀ 15,400.Rule 30 of CGST Rules

If the buyer eligible for ITC then declared value is treated as open market value.

Question 46 (Rule 29)                   

Rare Polymers Private Ltd. was the only Indian company making and selling a polymer ‘x’ 

to companies, who used this as a raw material. However, the international prices of ‘x’ 

dropped, and the companies began to import it rather than buying from Rare Polymers.

The promoters then set up another company, which had a manufacturing unit that could 

use ‘x’ with common directors and senior management for better integration of 

functionality. Rare Polymers began to supply  ‘x’ to this related concern at low margins. 

The related concern was not eligible for full ITC. GST was paid on the price charged.

Was the value adopted by Rare Polymers for supply of ‘x’ to its related concern,

correct? Elaborate.(ICAI Study Material)

Answer:

The value was not correct. The invoice value could not be the basis of valuation for a supply made 

to a related person if the recipient is not eligible for full ITC.

Under rule 28(a) of the CGST Rules relating to valuation, the open market value of polymer ‘x’ 

should be the value of the taxable supply of ‘x’ to the related concern.

In this particular case, the open market value is likely to be the price of imported ‘x’ plus 

customs duties, which should be adopted for valuation after excluding the component of IGST on 

import as per the definition of open market value in explanation (a) to the CGST Rules relating 

to valuation.

Question 47 (Rule 29)                   

Prestige Appliances Ltd. (Bangalore) has 10 agents located across the State of 

Karnataka (except Bangalore). The stock of chimneys is dispatched on Just-In-Time 

basis from Prestige Appliances Ltd. to the locations of the agents, based on receipt of 

orders from various dealers, on a weekly basis. Prestige Appliances Ltd. is also engaged in 

the wholesale supply of chimneys in Bangalore. An agent places an order for dispatch of 

30 chimneys on 22-Sep-2017. Prestige had sold 30 chimneys to a retailer in Bangalore on 

18-Sep-2017 for ` 2,80,000. The agent effects the sale of the 30 units to a dealer who 

would affect the sales on MRP basis (i.e., @ ̀ 10,000/unit).

Answer- 

When supply is made by principle to agent value shall be determined as per  based on  Rule 29

following principles:-

a)  of like kind Open Market Value or at the option of supplier 90% of price charged for supply

or quality by the recipient to his customers who is making further supply of same goods.

b) If value cannot be determined .as per (a) above then apply rule 30, 31 in order

     Value of supply (option 1) = Open Market Value i.e. ̀ 2,80,000

     Value of supply (option 2) = 90% (10,000 *30) =  ̀  2,70,000

Question 48 (Rule 29)                   

The supplies of commodity ‘y’ to the market are channelled through a State Marketing 

Corporation which conducts an auction each day to arrive at the price. Gupta and Co. 

supplies commodity ‘y’ through the State Marketing Corporation.

Answer:

The State Marketing Corporation is an ‘agent’ in the meaning of the expression as defined in 

section 2(5), which includes an auctioneer. Therefore, the value of supply of ‘y’ will be 

determined in terms of rule 29 of CGST Rules relating to valuation.

There is no open market for the first supply of commodity ‘y’ as it is compulsorily supplied to 

the State Marketing Corporation. Therefore, the choice before Gupta & Co. for valuing the 

supply of ‘y’ is between the open market value at which ‘y’ is sold by the State Marketing 

Corporation or 90% of price of goods of like kind and quality sold by the State Marketing 

Corporation to its unrelated customers.If the value cannot be determined by either of the two 

methods, it needs to be determined on the basis of the cost plus 10% mark up as per rule 30 or 

on the basis of Best Judgement Method as per rule 31, in that order.

Question 49 (Rule 29)                   

During Jan, 20XX, Maharashtra Government run following two lottery schemes- 

1. Maha lottery (face value : ̀ 200 price as notified in the official Gazette: ̀ 180)

2. Jackpot (face valu : ̀ 500, price as notified in the official Gazette ̀ 470)

Maha lottery can be sold only in Maharashtra. Jackpot can be sold even in other States.

On Jan, 20XX, 5000 tickets of Maha lottery sold and 2000 tickets of Jackpot lottery 

sold. Determine the amount of GST in this transaction
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Answer: Maha lottery cannot be sold outside panjab. Applicable GST rate is 12%.

Jackpot can be sold even outside Panjab. Appicable GST rate in the case of Jaackpot is 28%.

Question 50                   (Rule 32(2) 

M/s ABC Ltd, Bangalore is an authorized money changer registered under FEMA, 1999. It 

has entered the following transaction of supply of money changing:

1)700 transactions of conversion of Dollar into Indian Rupees of ̀  20,000 per transaction

2)600 transactions of conversion of Dollar into Indian Rupees of ` 1,00,000 per 

transaction

3)300 transactions of conversion of Indian Rupee in Dollar of ̀ 5,00,000 per transaction

4)100 transactions of conversion of Euro into Indian Rupee of ̀ 500 lakhs per transaction

5)300 transactions of conversion of Dollar into Euro of ̀  100 lakhs per transaction

Compute the value of taxable supply and GST payable where M/s ABC Ltd opted for 

option under Rule 32 (2) (b) of CGST Rules. GST rate applicable is 18%

Nature of 

supply

Taxable Value (`) IGST @ 28%

(`)

CGST @ 6%

(`)

SGST @ 6%

(`)

Intra State 

Supply

Inter State

Supply

7,81,250

(`200 x 2000) x 100 /128

8,92,857

(`200 x 5000)x 100/ 112 2,18,750

53,571 53,571

-
-

Answer

Particulars        Amount in `

1) Conversion of Dollar into INR (upto ` 1,00,000) 

(` 20,000*1%)=` 200

Hence minimum amount of ` 250 to be considered ` 250*700 transactions  1,75,000         

2) Conversion of Dollar into INR (upto ` 1,00,000)

(` 1,00,000*1%)=` 1,000       6,00,000

` 1,000*600 transactions       

3) Conversion of INR into Dollar (upto ` 10,00,000)

` 1,000+(` 5,00,000-` 1,00,000)*0.5%      9,00,000

` 1,000+(` 4,00,000*0.5%)

` 3,000*300 transactions       

4) 100 transactions of conversion of Euro into INR (exceeding ` 10,00,000)

` 5,500+(` 500 lakhs-` 10 lakhs)*0.1%

` 5,500+(` 490 lakhs*0.1%)

` 5,500+` 49,000

` 54,500*100 transactions [subject to a maximum of ` 60,000]   54,50,000

5) 300 transactions of conversion of Dollar into Euro (exceeding `10,00,000)

` 5,500+(` 00 lakhs-` 10 lakhs)*0.1%

`5,500+(` 90 lakhs*0.1%)

` 5,500+` 9,000

` 14,500 

` 14,500*300 transactions [subject to a maximum of ` 60,000]   43,50,000

Total value of taxable supply       1,14,75,000

CGST @ 9%        10,32,750

SGST @ 9%        10,32,750

Total GST payable        20,65,500

Question 51                   (Rule 32(2) 

Rolex 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 Rajesh Enterprises at the rate of ̀  68 per US $. RBI 

reference rate for US $ on that day is ̀  68.60.

(ii) 2,000 US $ are sold to Sriniti at the rate of ̀  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. [Ca Final RTP Nov - 2018]

Answer:

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 Act, 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
GST
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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

Third proviso to rule 32(2)(a) stipulates that a person supplying the services in relation to the 

purchase or sale of foreign currency, including money changing may exercise the option to 

ascertain the value in terms of rule 32(2)(b) for a financial year and such option shall not be 

withdrawn during the remaining part of that financial year.

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

changing shall be deemed to be –

Currency exchanged Value of supply

Upto ` 1,00,000

Exceeding ` 1,00,000 and

upto ` 10,00,000

Exceeding ` 10,00,000

1% of the gross amount of currency exchanged 

OR

` 250 whichever is higher

` 1,000 + 0.50% of the (gross amount

of currency exchanged - ` 1,00,000)

` 5,500 + 0.1% of the (gross amount of currency 

exchanged - ` 10,00,000) OR

` 60,000 whichever is lower

Sr. No

1.

2.

3.

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 [1% of  ̀  68,000] or ̀  250,

whichever is higher.

= ̀  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 less than ̀  10,00,000, value of supply is ̀   1,000 

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

= ̀  1,175

Question 52

Siddhi Ltd. exported some goods to Samson Inc. of USA. It received US $ 9,000 as 

consideration for the same and sold the foreign currency @ ̀  61 per US dollar. Compute 

the value of supply of money changing service under GST law and rules made thereunder 

in the following cases:-

(a) RBI reference rate for US dollar at that time is ̀  62 per US dollar.

(b) RBI reference rate for US dollars is not available.

What would be the value of supply if US $ 9,000 are converted into UK £ 4,500. RBI 

reference rate at that time for US $ is ` 63 per US dollar and for UK £ is `101 per UK 

Pound. (ICAI Material)

Answer: 

(a)  inter alia provides that for a currency, when exchanged from, or Rule 32 of CGST Rules, 2017

to, Indian Rupees (INR), the value 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.

Hence, in the given case, value of taxable service would be as follows:-

(RBI reference rate for $ – Selling rate for $) × Total units of US $

=` (62-61) × 9,000 

=` 9,000

(b) If the , the value shall be 1% of the gross RBI reference rate for a currency is not available

amount of Indian Rupees provided or received, by the person changing the money.

Hence, in the given case, value of taxable service would be as follows:-

1% of ̀  (61 × 9,000)

= ̀  5,490

In case neither of the currencies exchanged is Indian Rupee:

The value shall be equal to 1% of the lesser of the two amounts the person changing the 

money would have received by converting any of the two currencies into Indian Rupee on 

that day at the reference rate provided by RBI.

Hence, in the given case, value of taxable service would be 1% of the lower of the following:-

(a) US dollar converted into Indian rupees   = $ 9,000 ×` 63 =`5,67,000

(b) UK pound converted into Indian rupees  = £ 4,500×  ̀ 101 = ̀ 4,54,500

Value of taxable service = 1% of  ̀ 4,54,500 =`4,545           
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Answer- The above case falls within the purview of Rule 32 (4) of CGST Rules

Particulars      Amount in     Rate      Taxable Value 

       lakhs (`)       (` in lakhs)

General Policies:

 (i) First year premium    5,000  25%  1,250

 (ii)Subsequent years i.e.     20,000  12.5%  2,500

policies issued in earlier years

Single premium annuity policies Only     950  10%  95

Question 53                   (Rule 32(2)) 

Mr. X, a money changer, has exchanged US $ 10,000 to Indian rupees @  ̀ 64 per US $. Mr. 

X wants to value the supply in accordance with rule 32(2)(b) of CGST Rules.

Determine the value of supply made by Mr. X.

Answer:- 

As per rule 32(2)(b) of CGST Rules, the value in relation to the supply of foreign currency, 

including money changing, is deemed to be-

(i) 1% of the gross amount of currency exchanged for an amount up to ̀ 1,00,000, subject to a 

minimum amount of ̀ 250;

(ii)`1,000 and 0.5% of the gross amount of currency exchanged for an amount exceeding ` 

1,00,000 and up to ` 10,00,000.  

Therefore, the value of supply, made by Mr. X, under rule 32(2)(b) of CGST Rules is computed as 

under:

Particulars ` `

Value of currency exchanged in Indian rupees

[`64 x US $ 10,000]

Upto `1,00,000

For `5,40,000 [0.50 x `5,40,000]

Value of supply

6,40,000

1,000

2,700

3,700

Question 55                   (Rule 32(4)) 

LIC of India provides you the following information for the month of March 2018. You are 

required to compute value of taxable supply of services.

1) General policies: Total premiums collected ` 25,000 lakhs (out of which 1st year 

premium is ̀  5,000 lakhs)

2) Single premium annuity policies: Premiums collected ̀ 950 lakhs

3) Only Risk Cover Policies: Premiums collected ̀ 500 lakhs

4) Life micro insurance policy of ̀  2 lakhs

5) Variable Insurance Policies: Premiums collected ̀ 8,000 lakhs (80% of the amount is 

allocated for investments on behalf of policy holder is given separate break up in 

premium receipts)

Question 54                   (Rule 32(3)) 

M/s Ruby Airline Associates has sold tickets for transport of passengers to Dubai, and 

other foreign countries during the month of March, 2018. The total amount charged is 

`50,00,000 on the (100 tickets) of which ̀  10,00,000 is towards passenger taxes. flight 

Determine the value of taxable supply of services of M/s Ruby Airline Associates and tax 

thereon when GST rate is 18%. Amounts are exclusive of tax.

Answer:- The above case falls within the purview of Rule 32 (3) of CGST Rules

Particulars Amount in `       

Basic Fare (Total ` 50,00,000-Government Taxes ` 10,00,000)  40,00,000

Value of Taxable Supply by M/s Ruby Airline Associates (10% of 

Basic Fare for International Bookings)    4,00,000

CGST@ 9%       36,000

SGST @ 9%       36,000

Total GST payable      72,000

Risk cover policies: Since the entire      500  100%  500

premium is for risk cover, hence, the option 

under Rule 32 (4) of CGST Rules is not 

available

Life micro-insurance policies      2     Exempt  -

Variable Insurance Policies (Gross premium     8,000  -  1,600

-Amount allocated towards investment) 

Total Taxable Value        5,945
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Answer-As per , Where a taxable supply is provided by a person Rule 32(5) of CGST Rules

dealing in buying and selling of second hand goods i.e., used goods as such or after such minor 

processing which does not change the nature of the goods and where no input tax credit has 

been availed on the purchase of such goods, 

Thus, The value of supply shall be the difference between the selling price and the purchase 

price i.e. ̀  50,000 ( ̀   3,50,000 – ̀   3,00,000) as per GST Act.

If in case ITC was taken on such goods then the answer will be different as in that case the 

supplier would not be eligible to opt of marginal scheme and the GST shall be charged on the 

entire sales value i.e. on ̀  3,50,000/-

Rule 32(5) - Second Hand Goods

Note 3:- The purchase value of goods repossessed from a defaulting borrower, who is not 

registered, for the purpose of recovery of a loan or debt shall be deemed to be the purchase price 

of such goods by the defaulting borrower reduced by five percentage points for every quarter or 

part thereof, between the date of purchase and the date of disposal by the person making such 

repossession.

General provision student should refer for solving following question

Question 58                   

Mr Rahul has taken a loan on 01-09-2017 from Smart ltd. worth of ` 5,00,000 and he 

purchased a Swift Car. He defaulted in paying the loan amount and subsequently the 

lending company repossessed the Swift Car from Mr Rahul on 01.04.2019. The said goods 

were sold by the company on 05.06.2019. Determine the purchase value for lending 

company & also the value of supply for levy of GST?

Answer - As per proviso to , First write  Rule 32(5) of CGST rules  general provision here as given 

in Note 3 refer pg. no 96
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Question 57                   

Mr  X a 2nd hand car dealer purchases from Mr Raj and further sells the very same car to 

Mr Harsh after painting and renovation. The purchase price is ` 3, 00,000 whereas the 

sale price is ` 3, 50,000. Mr X has not taken input tax credit paid on purchase of such 

goods. Determine the value of supply as per GST.

What would be your answer if ITC was taken on such goods?

Question 56                   

Arihant Life Insurance Company Ltd. (ALICL) has charged gross premium of ` 180 lakh 

from policy holders with respect to life insurance policies in the 2017- 18; out of which    

` 100 lakh have been allocated for investment on behalf of the  policy holders.

Compute the value of supply of life insurance services provided by ALICL:

(i) if the amount allocated for investment has been intimated by ALICL to policy 

holders at the time of supply of service.

(ii) if the amount allocated for investment has not been intimated by ALICL to 

policy holders at the time of providing of service.

(iii) if the gross premium charged by ALICL from policy holders is only towards risk 

cover.

Note: ALICL has started its operations in the year 2017-18. Thus, the entire gross 

premium of ̀  180 lakh is the premium for the first year of all the policies. ALICL has not 

issued any single premium annuity policy.

Answer:

As per rule 32(4), of the CGST Rules, value of supply of services in relation to life insurance 

services is

(a) the gross premium reduced by the amount allocated for investment on behalf of the policy 

holder, if such an amount is intimated to the policy holder at the time of supply of service;

(b) in all other cases, 25% of the premium in the 1st year and 12.5% of the premium in 

subsequent years

However, where the entire premium paid by the policy holder is only towards risk cover, 

such gross premium is the value of supply of life insurance services.

In the light of the aforesaid provisions, value of supply of life insurance services provided by 

ALICL in financial year 2017-18 will be computed as follows:

(i) Amount allocated for investment intimated to policy holder at the time of supply of 

service

 Value of service = ̀  (180-100) lakh = ̀  80,00,000

(ii) Amount allocated for investment not intimated to policyholders at the time of supply 

of service

Value of service = 25% of ̀  180 lakh = ̀  45,00,000

(iii) Gross premium received is only towards risk cover

Value of service = ̀  180 lakh
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