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CHAPTER 1 – BASIC of GST 
  

Question 2 (b)- Nov 19 Enumerate any five matters on which the GST Council may make recommendations under Article 279A of the 

Constitution of India.  

Answer 
The matters on which the GST Council may make recommendations under Article 279A of the Constitution of India are as under:-  
(i) the taxes, cesses and surcharges levied by the Union, the States and the local bodies which may be subsumed in GST;   
(ii) the goods and services that may be subjected to, or exempted from GST;  
(iii) model GST Laws, principles of levy, apportionment of GST levied on supplies in the course of inter-State trade or commerce and the 
principles governing the place of supply;  
(iv) the threshold limit of turnover below which goods and services may be exempted from GST;  
(v) the rates including floor rates with bands of GST;  
(vi) any special rate or rates for a specified period, to raise additional resources during any natural calamity or disaster;  
(vii) special provision with respect to Special Category States  
(viii) the date on which the GST be levied on petroleum crude, high speed diesel, motor spirit (commonly known as petrol), natural gas and 
aviation turbine fuel.  
(ix) any other matter relating to the GST, as the Council may decide.  
Note: Any five points may be mentioned.  
 

 (CA Final Nov 20):  Question 6(a) 
Who are the members of the GST Council? Enumerate any two recommendations that can be made by the GST Council.  

 
(a)  Alternative Answer  

The GST Council shall consist of the following members, namely: —  

(a) the Union Finance Minister is the Chairperson;  

(b) the Union Minister of State in charge of Revenue or Finance is the Member;  

(c) the Minister in charge of Finance or Taxation or any other Minister nominated by each State Government are the Members.  
The recommendations that can be made by GST Council are as under: -  

(i) the taxes, cesses and surcharges levied by the Union, the States and the local bodies which may be subsumed in GST;  

(ii) the goods and services that may be subjected to, or exempted from GST;  

(iii) model GST Laws, principles of levy, apportionment of GST levied on supplies in the course of inter-State trade or commerce and the 
principles governing the place of supply;  

(iv) the threshold limit of turnover below which goods and services may be exempted from GST;  

(v) the rates including floor rates with bands of GST;  

(vi) any special rate(s) for a specified period, to raise additional resources during any natural calamity/disaster;  

(vii) special provision with respect to Special Category States;   

(viii) the date on which the GST be levied on petroleum crude, high speed diesel, motor spirit (commonly known as petrol), natural gas and 
aviation turbine fuel; (ix) any other matter relating to the GST, as the Council may decide.  

 

 Question 4 - What are the functions performed by the GSTN? 
Answer 

(i) Facilitating registration 
(ii) Forwarding the returns to Central & State authorities 
(iii) Computation & settlement of IGST 
(iv) Matching of tax payment details with banking network 
(v) Providing various MIS reports to the Central & the State Governments based on the taxpayer return information 
(vi) Providing analysis of taxpayers profile 
(vii)  Matching, reversal & reclaim of input tax credit 
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Question 11 - A makes intra-State supply of goods valued at Rs. 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. 
           [Nov 18 old] 
Answer: I. Intra-State supply of goods by A to B    

Particulars  Rs. 

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. Thus, the entire CGST (Rs.4,500) & 
SGST (Rs. 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%( It has been logically presumed that 10% margin is on the value 
of goods (exclusive of taxes).} 

Particulars  Rs. 

Value charged for supply of goods (Rs. 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 

Particulars  Rs. 

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 Rs. 4,500 utilised in the payment of IGST to the Central Government. 
 
III. Intra-State supply of goods by X Ltd. to Y 

Particulars  Rs. 

Value charged for supply of goods (Rs. 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 

Particulars  Rs 

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 [Rs. 9,900 – Rs 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 any order. Central Government 

will transfer IGST of Rs 4,455 utilised in the payment of SGST to Telangana Government 
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The order of utilization of input tax credit (ITC) will be as per the order (of numerals) given below 

ITC on account of Output liability of IGST Output liability of CGST Output liability of SGST/UTGST 

IGST  (I)  (II) – In any order and in any proportion 

(III) ITC on account of IGST completely exhausted mandatorily 

CGST  (V)  (IV)  Not permitted 

SGST/UTGST  (VII)  Not permitted  (VI) 

 
 
 

ICAI Study material 
 1. List some of the benefits that GST to accrues to the economy.  
Answer 
GST accrues following benefits to the economy:  

(a) Creation of unified national market: GST has made India a common market with common tax rates and procedures. 
Further, it has removed the economic barriers resulting in an integrated economy at the national level.  

(b) Boost to ‗Make in India' initiative: GST has given a major boost to the ‗Make in India' initiative of the Government of India by 
making goods and services produced in India competitive in the national as well as international market. This will make India a 
manufacturing hub.  

(c) Enhanced investment and employment: The subsuming of major Central and State taxes in GST, complete and 
comprehensive set-off of input tax on goods and services and phasing out of Central Sales Tax (CST) has reduced the cost of 
locally manufactured goods and services. Resultantly, the competitiveness of Indian goods and services in the international 
market has increased which has given boost to investments and Indian exports. With a boost in exports and manufacturing 
activity, more employment is likely to be generated and GDP is likely to be increased.  

 
4. GST is a destination-based tax on consumption of goods or services or both. Discuss the validity of the statement. 
Answer 
The given statement is valid. GST is a destination-based tax on consumption of goods or services or both. GST is known as 
destination-based tax since the tax would accrue to the taxing authority which has jurisdiction over the place of consumption which is 
also termed as place of supply.  
For example, if A in Delhi produces the goods and sells the goods to B in Haryana. In this case, the tax would accrue to the State of 
Haryana and not to the State of Delhi. On the other hand, under pre-GST regime, origin-based taxation was prevailing in such cases. 
Under origin-based taxation, the tax used to accrue to the State from where the transaction originated. In the given case, under origin-
based taxation, the central sales tax would have been levied by Centre and collected by the State of Delhi and not by the State of 
Haryana.  
 
5. Discuss the leviability of GST or otherwise on the following:  
(a) Alcoholic liquor for human consumption  
(b) Petroleum crude, diesel, petrol, ATF and natural gas  
(c) Tobacco  
(d) Opium, Indian hemp and other narcotic drugs and narcotics  
Answer 
(a) Alcoholic liquor for human consumption: is outside the realm of GST. The manufacture/production of alcoholic liquor continues 
to be subjected to State excise duty and inter-State/intra-State sale of the same is subject to CST/VAT respectively.  
(b) Petroleum crude, diesel, petrol, ATF and natural gas: As regards petroleum crude, diesel, petrol, ATF and natural gas are 
concerned, they are not presently leviable to GST. GST will be levied on these products from a date to be notified on the 
recommendations of the GST Council.  
Till such date, central excise duty continues to be levied on manufacture/production of petroleum crude, diesel, petrol, ATF and natural 
gas and inter-State/intra-State sale of the same is subject to CST/ VAT respectively.  
(c) Tobacco: Tobacco is within the purview of GST, i.e. GST is leviable on tobacco. However, Union Government has also retained the 
power to levy excise duties on tobacco and tobacco products manufactured in India. Resultantly, tobacco is subject to GST as well as 
central excise duty.  
(d) Opium, Indian hemp and other narcotic drugs and narcotics: Opium, Indian hemp and other narcotic drugs and narcotics are 
within the purview of GST, i.e. GST is leviable on them. However, State Governments have also retained the power to levy excise 
duties on such products manufactured in India. Resultantly, Opium, Indian hemp and other narcotic drugs and narcotics are subject to 
GST as well as State excise duties.  
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7. Which are the commodities which have been kept outside the purview of GST? Examine the status of taxation of such 
commodities after introduction of GST?  
Answer 
Article 366(12A) of the Constitution as amended by 101st Constitutional Amendment Act, 2016 defines the Goods and Services tax 
(GST) as a tax on supply of goods or services or both, except supply of alcoholic liquor for human consumption. Therefore, alcohol for 
human consumption is kept out of GST by way of definition of GST in the Constitution. Five petroleum products viz. petroleum crude, 
motor spirit (petrol), high speed diesel, natural gas and aviation turbine fuel have temporarily been kept out of the purview of GST; GST 
Council shall decide the date from which they shall be included in GST. The erstwhile taxation system (CST/VAT & central excise) still 
continues in respect of the said commodities.  
 
9. Discuss Article 269A pertaining to levy and collection of GST on inter-State supply.  
Answer 
Article 269A of the Constitution stipulates that Goods and Services Tax on supplies in the course of inter-State trade or commerce shall 
be levied and collected by the Government of India and such tax shall be apportioned between the Union and the States in the manner 
as may be provided by Parliament by law on the recommendations of the Goods and Services Tax Council. 
Here, supply of goods, or of services, or both in the course of import into the territory of India shall be deemed to be supply of goods, or 
of services, or both in the course of inter-State trade or commerce. 
The amount so apportioned to a State shall not form part of the Consolidated Fund of India. Where an amount collected as IGST has 
been used for payment of SGST or vice versa, such amount shall not form part of the Consolidated Fund of India/State respectively. 
This is to facilitate transfer of funds between the Centre and the States. 
Parliament is empowered to formulate the principles for determining the place of supply, and when a supply of goods, or of services, or 
both takes place in the course of inter-State trade or commerce. 
 
 
10. Discuss Article 246A which grants the power to make laws with respect to Goods and Services Tax.  
Answer 
Article 246A stipulates that Parliament, and, the Legislature of every State, have power to make laws with respect to goods and 
services tax imposed by the Union or by such State. 
Parliament has exclusive power to make laws with respect to goods and services tax where the supply of goods, or of services, or both 
takes place in the course of inter-State trade or commerce. 
However, in respect to petroleum crude, high speed diesel, motor spirit (commonly known as petrol), natural gas and aviation turbine 
fuel, the aforesaid provisions shall apply from the date to be notified by the Government on the recommendations by the GST Council.  

(CA Final Jan 21): Question 3(c) 
(i)  Briefly discuss Article 246A of the Constitution of India.   (2 Marks)  
Answer   
(i) Article 246A grants power to the Parliament and Legislature of every State to make laws with respect to GST imposed by Centre/such State.  

Parliament has the exclusive power to make laws with respect to GST in case of  inter-State supply of goods and/or services.  
However, in respect of petroleum crude, high speed diesel, motor spirit (commonly known as petrol), natural gas and aviation turbine 
fuel, the aforesaid provisions shall apply from the date recommended by the GST Council.  

 
(CA Final Jan 21): Question 5(c) 
Why was there a need for making a constitutional amendment for introduction of GST?  
Discuss significant provisions of Constitution (101st Amendment) Act, 2016.  (4 Marks)   
Answer   

 
There was a need for making constitutional amendment for introduction of GST so as to enable integration of the central excise duty, additional 
duties of customs, State VAT and certain State specific taxes and service tax into a comprehensive Goods and Services Tax and to empower both 
Centre and the States to simultaneously levy and collect it.    
  The significant provisions of Constitution (101st Amendment) Act, 2016 are as under: -  

(i) Concurrent powers on Parliament and State Legislatures to make laws governing taxes on goods and services.  

(ii) Levy of IGST on inter-State transactions of goods and/or services to be levied and collected by the Central Government and apportioned 
between the Union and States in the manner provided by Parliament by law as per the recommendation of the GST Council.  

(iii) Principles for determining the place of supply and when a supply takes place in the course of inter-State trade/commerce shall be 
formulated by the Parliament, by law.  

(iv) GST will be levied on all supply of goods and services except alcoholic liquor for human consumption.  

(v) On the following products, GST shall not be levied till a date to be notified on the recommendations of the GST Council:  
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• Petroleum Crude  

• High Speed Diesel  

• Motor Spirit (commonly known as Petrol)  

• Natural Gas  

• Aviation Turbine Fuel  

(vi) The Union Government shall retain the power to levy duties of excise on the aforesaid products besides tobacco and tobacco products 
manufactured or produced in India.  

(vii) President is empowered to constitute a joint forum of the Centre and States namely, Goods & Services Tax Council (GST Council).    

(viii) The Union Finance Minister is the Chairman of GST Council and Ministers in charge of Finance/Taxation or any other Minister nominated 
by each of the States & UTs with Legislatures are its members.  Besides, the Union Minister of State in charge of Revenue or Finance is 
also its member.    

(ix) The function of the GST Council is to make recommendations to the Union and the States on important issues like tax rates, exemptions, 
threshold limits, dispute resolution etc.   

(x) The provisions relating to GST Council came into force on 12th September, 2016.  President constituted the GST Council on 15 th 
September, 2016.  

(xi) The concept of ‗declared goods of special importance‘ under the Constitution is done away with.  Earlier, certain restrictions were placed 
on the powers of States in regard to tax on such goods.  

(xii) Transitional provisions to take care of any inconsistency with respect to any law relating to tax on goods or services or both, in force in 
any State. Such tax to continue to be in force until amended or repealed or until expiration of one year from commencement of GST, 
whichever is earlier.  

Note-Any three points may be mentioned.  

 
 

Important Question on Amendment 
 
Q12.  Determine the nature of supply and Tax to be charged in following supply 

Type of Supply 

Supplies made by Mr. A to Mr. B within the Union Territory of Jammu & Kashmir 

Supplies made by Mr. C to Mr. D within the Union Territory of Ladakh 

Supplies made from the UT of Jammu & Kashmir to UT of Ladakh (and vice versa) by Mr. A to Mr. D 

Stock transfer made from the UT of Jammu & Kashmir by Unit of A ltd. to other unit of A Ltd. in UT of Ladakh (and vice versa)   

Supplies made within Dadra and Nagar Haveli  by Mr. A to Mr. B 

Stock transfer made within Dadra and Nagar Haveli by Unit of P ltd. to other unit of P Ltd. With single registration 

Stock transfer made within Dadra and Nagar Haveli by Unit of P ltd. to other unit of P Ltd. With separate registration 

Supplies made within Daman and Diu by Mr. P to Mr. Q 

Supplies made from Dadra and Nagar Haveli to Daman and Diu by Mr. A to Mr. Q 

Answer 
Union Territory of Jammu and Kashmir shall continue to charge SGST and CGST for intra-state supplies, however for supplies made from 

Jammu & Kashmir to Ladakh (and vice – versa), IGST shall be charged (Section 7(1)(b) of the IGST Act). For Ladakh, Dadra and Nagar 
Haveli & Daman and Diu [it is covered in definition of union territory under clause (d) of Section 2(114)]. therefore, charge UTGST and 

CGST for supplies made in Ladakh, Dadra and Nagar Haveli & Daman and Diu. 

Type of Supply Nature of Supply Tax to be 
Charged 

Supplies made by Mr. A to Mr. B within the Union Territory of Jammu & Kashmir Intra-state Supply CGST & SGST 

Supplies made by Mr. C to Mr. D within the Union Territory of Ladakh Intra-state Supply   CGST & UTGST 

Supplies made from the UT of Jammu & Kashmir to UT of Ladakh (and vice versa) 
by Mr. A to Mr. D 

Inter-state Supply IGST 

Stock transfer made from the UT of Jammu & Kashmir by Unit of A ltd. to other unit 
of A Ltd. in UT of Ladakh (and vice versa)   

Inter-state Supply IGST 

Supplies made within Dadra and Nagar Haveli  by Mr. A to Mr. B Intra-state Supply   CGST & UTGST 

Stock transfer made within Dadra and Nagar Haveli by Unit of P ltd. to other unit of P Ltd. With 
single registration 

Not supply  -------------- 
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Stock transfer made within Dadra and Nagar Haveli by Unit of P ltd. to other unit of P Ltd. With 
separate registration 

Intra-state Supply   CGST & UTGST 

Supplies made within Daman and Diu by Mr. P to Mr. Q Intra-state Supply   CGST & UTGST 

Supplies made from Dadra and Nagar Haveli to Daman and Diu by Mr. A to Mr. Q Intra-state Supply   CGST & UTGST 
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CHAPTER 2 –  
Administration 

  

 
 
Q1. Pursuant to audit conducted by the tax authorities under section 65 of the CGST Act, 2017, a show cause notice was 
issued to Home Furnishers, Surat, a registered supplier, alleging that it had wrongly availed the input tax credit without actual 
receipt of goods for the month of July, 20XX. In the absence of a satisfactory reply from Home Furnishers, Joint 
Commissioner of Central Tax passed an adjudication order dated 20.08.20XX (received by Home Furnishers on 22.08.20XX) 
confirming a tax demand of ` 50,00,000 and imposing a penalty of equal amount under section 122 of the CGST Act, 2017. 
Home Furnishers does not agree with the order passed by the Joint Commissioner. It decides to file an appeal with the 
Appellate Authority against the said adjudication order. It has approached you for seeking advice on the following issues in 
this regard:  
 Does Home Furnishers need to approach both the Central and State Appellate Authorities for exercising its right of appeal? 
Answer: 

GST law makes provisions for cross empowerment between CGST and SGST/ UTGST officers so as to ensure that if a proper officer 
of one Act (say CGST) passes an order with respect to a transaction, he will also act as the proper officer of SGST for the same 
transaction and issue the order with respect to the CGST as well as the SGST/ UTGST component of the same transaction. The law 
further provides that where a proper officer under one Act (say CGST) has passed an order, any appeal/ review/ revision/ rectification 
against the said order will lie only with the proper officers of that Act only (CGST Act). Similarly, if any order is passed by the proper 
officer of SGST, any appeal/ review/ revision/ rectification will lie with the proper officer of SGST only. Thus, Home Furnishers is 
required to file an appeal only with the Central Tax Appellate Authority [Section 6 of CGST Act]. 
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CHAPTER 3 –  
Scope of supply, Composite & Mixed Supply 

  

DEFINITION 
  

Q 2.  
(i) Define Goods and services 
(ii) If documentation fees or broking charges or Service charges charged in relation to transactions in securities, whether it is liable to 

GST? 
Answer: 
(i) Sec 2 (52) ―goods‖ means every kind of movable property other than money and securities but includes actionable claim, growing crops, grass 

and things attached to or forming part of the land which are agreed to be severed before supply or under a contract of supply; 
 

Sec 2 (102) ―services‖ means anything other than goods, money and securities but includes activities relating to the use of money or its 
conversion by cash or by any other mode, from one form, currency or denomination, to another form, currency or denomination for which a 
separate consideration is charged; 
[Explanation. — For the removal of doubts, it is hereby clarified that the expression ―services‖ includes facilitating or arranging transactions in 
securities;] 

 
(ii) As per Sec 2(102) ―services‖ means anything other than goods, money and securities but includes activities relating to the use of money 

or its conversion by cash or by any other mode, from one form, currency or denomination, to another form, currency or denomination for 
which a separate consideration is charged; 
But, As per Explanation to Sec 2(102), Service includes facilitating or arranging transactions in securities 

Hence, documentation fees or broking charges or Service charges charged in relation to transactions in securities is a consideration for 

provision of service and liable to GST, 

 

Q4. - Discuss the taxability of following activities relating to a bank from the point of view of GST: 
(a) Bank extended housing loan of Rs 900 lac to Mr. A. 
(b) Bank received Rs 9 lac as loan processing fee from Mr. A. 
(c) Bank received Rs 95 lac as interest on loan from Mr. A. 
 
Answer 
(a) Housing loan of Rs 900 lakh extended by the bank to Mr. A will not be taxable, because money is excluded from the definition of goods 

as well as service. 
(b) Services by way of— Extending deposits, loans or advances in so far as the consideration is represented by way of interest is exempt 

from GST. Rs 9 lakh received as loan processing fees by the bank from Mr. A will be taxable Because it is neither interest nor discount 
(c) Rs 95 lac received by bank from Mr. A as interest on loan will be exempt from GST. Because Services by way of— Extending deposits, 

loans or advances in so far as the consideration is represented by way of interest is exempt from GST. 
 
Q5.  
(a) Whether activities of a race club including by way of totalisator or a license to book maker or activities of a licensed book maker in such 

club liable to GST? 
(b) Define consideration 
Answer: 
(a) Yes, it is covered by definition of ―Supply‖ and ―Business‖. Hence it is liable to GST. 
(b) Sec 2(31) ―consideration‖ in relation to the supply of goods or services or both includes — 

(a) any payment made or to be made, whether in money or otherwise, in respect of, in response to, or for the inducement of, the supply 
of goods or services or both, whether by the recipient or by any other person but shall not include any subsidy given by the Central 
Government or a State Government; 
(b) the monetary value of any act or forbearance, in respect of, in response to, or for the inducement of, the supply of goods or services 
or both, whether by the recipient or by any other person but shall not include any subsidy given by the Central Government or a State 
Government : 
Provided that a deposit given in respect of the supply of goods or services or both shall not be considered as payment made for such 
supply unless the supplier applies such deposit as consideration for the said supply; 
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Q7. ―Disposal of Security is outside the ambit of GST, but lending of security is within the ambit of GST. Comment. [Additional Que] 
Answer: 
Securities have been specifically excluded from the definition of goods as well as services. Thus Transaction in securities is not liable to GST.  
But, As Per Circular 119/38/2019: Supply of securities under Securities Lending scheme. 1997 by lender is taxable, as Lending is not 
disposal of securities. Borrower is liable to pay IGST under reverse charge on Lending Fee. 

Question 7(ii): - Vikramaditya is a salaried employee and is planning to invest in stocks. He has opened a trading 
account with Vaydaa Brokers. During the month, Vikramaditya undertook future contracts (without a physical delivery option, 
but are cash settled on the expiry of the contract date), amounting to` 35,00,000. Vikramaditya needs your advice whether 
such future contracts undertaken by him amount to supply and are liable to GST. (ICAI Study Mat.) 
Answer:- 
For a transaction to fall within the purview of supply, it must be a supply of either goods or services or both. The definitions of the term‘s 
―goods‖ and ―services‖ specifically exclude ―securities‖ from their purview. Further, ‗derivatives‘ are included in the definition of ‗securities. 

As ‗derivatives‘ fall in the definition of securities, they are neither good nor services and hence, are not liable to Stuttered contracts are 

in the nature of financial derivatives, the price of which is dependent on the value of underlying stocks or index of stocks or certain 
approved currencies and the settlement happens normally by way of net settlement with no actual delivery. Since future contracts are in the 
nature of derivatives, these qualify as ‗securities‘ and thus, are not subject to GST. In view of the above discussion, it can be inferred that 
since the future contracts undertaken by Vikramaditya are in the nature of derivatives, these qualify as ‗securities‘ and do not qualify as 

supply and thus, are not subject to GST. 

Question7 (iii): - Rob Shareholding Ltd., an approved intermediary, has entered into a transaction wherein certain securities were 
to be lent to Dhandhan Bank, under Securities Lending Scheme, 1997. Dhandhan Bank shall pay specified lending fee against 
such lending of securities to it. Explain the taxability of transactions involved in the Securities Lending Scheme, 1997. (ICAI Study 
Mat.) 
Answer:-  
Securities Lending Scheme, 1997 (hereafter referred to as SLS) facilitates the lending and borrowing of securities. Securities are neither 
covered in the definition of goods nor covered in the definition of services. Therefore, a transaction in securities which involves disposal 
of securities is not a supply in GST and hence not taxable. However, SLS doesn‘t treat lending of securities as disposal of securities 
and therefore is not excluded from the definition of services. The lending fee charged from the borrowers of securities has the 
character of consideration        and is taxable under GST. Apart from above, the activities of the intermediaries facilitating lending and 
borrowing of securities for commission or fee are also taxable separately [Circular No. 119/38/2019 GST dated 11.10.2019]. 

 
Sec 7(CGST Act 2017) : ―Scope of Supply‖  
 

Question13: - (a) Rudraksh Kapoor, owner of Rudraksh Publishing House, Ghaziabad, U.P., donated some money to a 
Divyaprakash Charitable Trust in the memory of his late father. The Divyaprakash Charitable Trust constructed a room in the 
school run by it from such donation and wrote ―Donated by Rudraksh Kapoor in the memory of his father‖ on the 
door of the room so constructed. Examine whether the money donated by Rudraksh Kapoor is leviable to GST. 
(b)   In the above question, if the Divyaprakash Charitable Trust had written on the door of the room constructed in the 
school run by it from the money donated by Rudraksh Kapoor ―Donated by Rudraksh Publishing House, Ghaziabad, U.P.‖, 
would the given transaction/activity qualify as supply. (ICAI Study Mat.) 
Answer:-  
Circular No. 116/35/2019 GST dated 11.10.2019 has clarified that in case of donations received by a charitable institution, when the 
name of the donor is displayed in recipient institution‘s premises, in such a manner, which can be said to be an expression of 
gratitude and public recognition of donor‘s act of philanthropy and is not aimed at giving publicity to the donor in such manner that it 
would be an advertising or promotion of his business, then it can be said that there is no supply of service for a consideration (in the 
form of donation). Donations received by the charitable organisations are treated as consideration only if there exists, quid pro quo, 
i.e., there is an obligation on part of recipient of the donation or gift to do anything (supply a service). 
Thus, GST is not leviable where all the following three conditions are satisfied namely: 

 Gift or donation is made to a charitable organization 

 Payment has the character of gift or donation 

 Purpose is philanthropic (i.e., it leads to no commercial gain) and not advertisement. 
(a) In the backdrop of the above discussion, since in the given case, the way the name of Rudraksh Kapoor is displayed on the 
door of the room constructed in the school run by Divyaprakash Charitable Trust, it is only an expression of gratitude and public 
recognition of Rudraksh‘s act of philanthropy and is not aimed at advertising or promoting his business. There is no reference/mention 
of his publishing house which otherwise would have got advertised. Thus, the money donated by Rudraksh Kapoor is not a leviable 
to GST. 
(b) In the given case, since the name of Rudraksh Publishing House has been displayed on the door of the room constructed in the 
school run by Divyaprakash Charitable Trust, it might be aimed at advertising or promoting his business. There is a direct mention of his 
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publishing house which is being advertised. In such a case, it is a supply of service by Divyaprakash Charitable Trust for a 
consideration received in the form of donation. 
 

Q16.  Whether GST leviable in following cases 
(i) Service by way of grant of alcoholic liquor licence   
(ii) Service by way of grant of privileges, licences, mining rights, natural resources such as spectrum etc. against payment of 

consideration in the form of fee, royalty etc 
Answer: 
(i) In terms of section 7(2) of the CGST Act, the Government has notified the following activity or transaction undertaken by the State 

Governments in which they are engaged as public authorities, to be treated neither as a supply of goods nor a supply of service, 
namely:- ―Service by way of grant of alcoholic liquor licence, against consideration in the form of licence fee or application fee or by 
whatever name it is called. Hence No GST leviable. 

(ii) It may be noted that services provided by the Government to business entities including by way of grant of privileges, licences, mining 
rights, natural resources such as spectrum etc. against payment of consideration in the form of fee, royalty etc. are taxable under GST. 
Tax is required to be paid by the business entities on such services under reverse charge. 

Supply: Schedule 1 

Question 19(ii) :-Answer the following questions: 
Sudama Associates, a registered supplier, disposes the computers owned by the business without consideration and it has 
not claimed input tax credit on such computers. 
Examine whether the disposal of computers by Sudama Associates qualifies as deemed supply under Schedule I of the 
CGST Act. (ICAI Study Mat.) 
Answer:-  
(a) As per section 7(1)(c) read with Schedule I of the CGST Act, permanent transfer or disposal of business assets is treated as 
supply even though the same is made without consideration. However, this provision would apply only if input tax credit has been 
availed on such assets. Therefore, the disposal of computers by Sudama Associates is not a supply as the input tax credit has not 
been availed on the same. 

 

Supply of goods or services or both between related persons or between distinct persons 
 

Supply: MCQ 
Q23 
Que 1. M/s. Aircool Ltd., a supplier of air conditioners, is registered in the State of Maharashtra. It has a policy to gift an air conditioner to its 
employees [residing in Gujarat] at the end of financial year in terms of the employment contract. The company installs such air conditioners at the 
residence of the employees. During the month of March, 20XX, the company installed 150 air conditioners at the residence of these employees. The 
total open market value of such air conditioners is ` 52.50 lakh (excluding GST). The tax rate on such air conditioners is 28% (14% CGST, 14% 
SGST and 28% IGST). Compute the GST liability of M/s. Aircool Ltd., if any. 

(a) ` 7,35,000 - CGST, ` 7,35,000- SGST (b) ` 14,70,000 - IGST (c) Nil (d) None of the above 

Solution: (c) [ 52,50,000/150 = 35000]. Since Value of Gift is less than 50000 = Not Supply, No GST. 

 
Question 23(ii): - Mokshabhumi Industries has its manufacturing unit in the State of Maharashtra. It stores the finished goods 
manufactured by it at a depot located in the State of Gujarat. The depot is owned by Punyabhumi Ltd. – a related person of 
Mokshabhumi Industries.   Punyabhumi Ltd. has not charged any consideration from Mokshabhumi Industries for usage of 
depot for storage purpose. Whether the storage of goods permitted by Punyabhumi Ltd. to Mokshabhumi Industries qualifies 
as supply under GST? (ICAI Study Mat.) 
Answer:-  
As per section 7(1)(c) read with Schedule I of the CGST Act, supply of goods or services or both between related persons without 
consideration when made in the course or furtherance of business qualifies as supply. Thus, the storage services provided by 
Punyabhumi Ltd. to Mokshabhumi Industries in course or furtherance of business qualifies as supply under GST even though no 
consideration has been charged for the same. 
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Q25. Modest Ltd., registered in Delhi dealing in supply of electronic items transferred some of its stock to its another unit located in Haryana 
(inter-state transfer). Whether such self-supplies are taxable under GST? 
Answer: 
Yes, transfer of stock made by Modest Ltd. are taxable under GST. The definition of supply given under section 7 of CGST Act, 2017 is an 
inclusive one. It does not specify that supply is to be made by one person to the another. So, self-supplies are to be treated as supply in terms 
of section 7 of CGST Act.  
Further, section 25(5) provides that where a person who has obtained or is required to obtain registration in a State or Union territory in 
respect of an establishment, has an establishment in another State or Union territory, then such establishments shall be treated as 
establishments of distinct persons.  
Clause (2) of Schedule I of CGST Act, 2017 inter alia provides that supply of goods between distinct persons as specified in section 25 made 
in the course or furtherance of business is to treated as supply even if made without consideration. Inter-state self-supplies such as stock 
transfers, branch transfers or consignment sales shall be taxable under IGST even though such transactions may not involve payment of 
consideration.  
Every supplier is liable to register under the GST law in the State or Union territory from where he makes a taxable supply of goods or 
services or both in terms of Section 22 of the CGST Act. However, intra-state self-supplies are not taxable subject to not opting separate 
registration for different premises in same state.  
 

 Supply of goods by a principal to his agent or vice-versa 

 
Q 26(ii) :-Answer the following questions: 
Prithvi Enterprises appoints Champak to procure certain goods from the market. Champak identifies various suppliers who 
can provide the goods as desired by Prithvi Enterprises, and asks a supplier – Satya Manufacturers to send the goods and 
issue the invoice directly to Prithvi Enterprises. 
You are required to determine whether Champak can be considered as an agent of Prithvi Enterprises in terms of 
Schedule I of the CGST Act. (ICAI Study Mat.) 
Answer:-  

As per section 7(1)(c) read with Schedule I of the CGST Act, supply of goods by an agent to his principal where the agent undertakes to 
receive such goods on behalf of the principal qualifies as supply even if the same is made without consideration. Further, Circular 
No. 57/31/2018 GST dated 04.09.2018 clarifies that principal-agent relationship falls within the ambit of the Schedule I only where the 
goods being procured by the agent on behalf of the principal are invoiced in the name of the agent. In that case, further provision 
of the said goods by the agent to the principal without consideration, would be covered in Schedule I and thus would qualify as supply. 
In the given case, Champak is only acting as the procurement agent, and has in no way involved himself in the supply or receipt 
of the goods.   The invoice is being issued in the name of Prithvi Enterprises and not Champak. Hence, Champak is not an agent of 
Prithvi Enterprises for the supply of goods in terms of Schedule I of the CGST Act. 
 

Agent: MCQ 
Q27:- 
Q 1. Mr. James Bond is a registered person under GST in the State of Maharashtra who sells footwear to his customers locally within the 
same State. He has been appointed as an agent by M/s. Toto Shoes Ltd., a company registered under GST in the State of Karnataka. 
During a financial year, M/s. Toto Shoes Ltd., sends taxable goods worth ` 5.00 crore from its Bengaluru store to Mr. James Bond who 
sells such goods for ` 5.00 crore by raising invoices using the GSTIN of M/s. Toto Shoes Ltd. Mr. James Bond receives a commission of ` 
60.00 lakh from M/s. Toto Shoes (P) Ltd., during the said financial year. 
Compute the value of supply of Toto Shoes (P) Ltd. and Mr. James Bond for the financial year. 
(a) M/s. Toto Shoes (P) Ltd.: Nil and James Bond: ` 5.6 crore (b) M/s. Toto Shoes (P) Ltd.: ` 5 crore and James Bond: ` 5.6 crore (c) M/s. Toto 
Shoes (P) Ltd.: ` 5 crore and James Bond: ` 60 lakh (d) None of the above 
Ans - Correct option is (c), Since Invoice for Goods issued in the name of Principal, Agent not fall in schedule I 

 
where the invoice is issued by the agent to the customer in the 
name of the principal 

Only commission will be Turnover for agent. Hence James Bond 
Turnover: ` 60 lakh 

Hence principal turnover is as mentioned in invoice M/s. Toto Shoes (P) Ltd.: ` 5 crore 
 

Q 2. Mr. James Bond is a registered person under GST in the State of Maharashtra who sells footwear to his customers locally within the 
same State. He has been appointed as an agent by M/s. Toto Shoes Ltd., a company registered under GST in the State of Karnataka. 
During a financial year, M/s. Toto Shoes Ltd., sends taxable goods having open market value ` 5.00 crore from its Bengaluru store to Mr. 

James Bond who sells such goods for ` 6.00 crore by raising invoices using his GSTIN. Mr. James Bond receives higher commission due 

to del-credre agent of ` 60.00 lakh from M/s. Toto Shoes (P) Ltd., during the said financial year. Mr. James extended short-term 
transaction based loan to the recipient (buyer), for which interest is charged by James (DCA) of Rs 4 lakh 
Compute the taxable value of supply of Toto Shoes (P) Ltd. and Mr. James Bond for the financial year. 
(a) M/s. Toto Shoes (P) Ltd.: Nil and James Bond: ` 6.6 crore (b) M/s. Toto Shoes (P) Ltd.: ` 5 crore and James Bond: ` 6.64 crore (c) M/s. Toto 
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Shoes (P) Ltd.: ` 5 crore and James Bond: ` 60 lakh (d) M/s. Toto Shoes (P) Ltd.: ` 5.4 crore and James Bond: ` 6.6 crore 
Ans - (b) M/s. Toto Shoes (P) Ltd.: ` 5 crore and James Bond: ` 6.64 crore, Since Invoice for Goods issued in the name of Agent, Agent fall in 
schedule I [ Commission and interest for delayed payment included in Value of Agent] 
Value for Principal (M/s. Toto Shoes (P) Ltd) is [open market value or 90% of Price at which sold by Agent] whichever is lower 
Q 3. Mr. A sells agricultural produce by utilizing the services of Mr. B who is a commission agent as per the Agricultural Produce 
Marketing Committee Act (APMC Act) of the State. Mr. B identifies the buyers and sells the agricultural produce on behalf of Mr. A for 
which he charges a commission from Mr. A. The Invoices are issued in name of Agent Mr. B 
(i) Commission agent fall under schedule I, hence Compulsory registration u/s 24 of Agent, (ii) Commission agent fall under schedule I, but 
Registration of Agent not required, since Agriculturist is not taxable Person, (iii) Commission agent fall under schedule I, Registration of Agent is 
required, if he is liable to pay GST under reverse charge, (iv) Commission agent not fall under schedule I, hence registration required, if his 
commission exceed Rs 20 lakh. 
(a) (i), (iii), (b) (ii), (iii), (c) (iv) (d) None of the above 
Ans -(b) (ii), (iii) 
 

Import of services by a person for consideration or without consideration from a related person or from any of his other 
establishments outside India 
 
  
Q28. (ii) Examine whether the following activities would amount to supply under section 7 read with Schedule I of the CGST Act: 

 (a) Raman is an architect in Chennai. His brother who is settled in London is a well-known lawyer. Raman has taken legal advice from him 
free of cost with regard to his family dispute.  

(b) Would your answer be different if in the above case, Raman has taken advice in respect of his business unit in Chennai?. [ICAI Study 
Mat.] 
Answer: 
 (a) Schedule I of CGST Act, inter alia, stipulates that import of services by a taxable person from a related person located outside India, 
without consideration is treated as supply if it is provided in the course or furtherance of business. Explanation to section 15, inter alia, 
provides that persons shall be deemed to be ―related persons‖ if they are members of the same family. Further, as per section 2(49) of 
the CGST Act, 2017, family means, —  

(i) the spouse and children of the person, and  

(ii) the parents, grand-parents, brothers and sisters of the person if they are wholly or mainly dependent on the said person.  

In the given case, Raman has received free of cost legal services from his brother. However, in view of section 2(49)(ii) above, Raman and 
his brother cannot be considered to be related as Raman‘s brother is a well-known lawyer and is not wholly/mainly dependent on Raman. 
Further, Raman has taken legal advice from him in personal matter and not in course or furtherance of business. Consequently, services 
provided by Raman‘s brother to him would not be treated as supply under section 7 of the CGST Act read with Schedule I.  

(b) In the above case, if Raman has taken advice with regard to his business unit, services provided by Raman‘s brother to him would still not 
be treated as supply under section 7 of the CGST Act read with Schedule I as although the same are provided in course or furtherance of 
business, such services have not been received from a related person.  

Q29:- 

(1)  
Employee of a Company gets design of House from Mr. Triumph of USA for 
Rs 1Lac 

GST leviable, but it is exempt since services are taken for 
Personal Use by Individual. [Entry 10 NN 9/2017-IT] 

(2)  
A Company gets design of House for its employee Mr. A from Architect of 
USA for Rs 1Lac 

(1) IGST Leviable. Since import of goods or services is treated 
as inter-state Supply as per sec 7(4) of IGST Act. It is not 
exempt, since imported by Company, not individual. 
(2) Sec 5(3) of IGST Act - Recipient of service (importer) shall 
be liable to pay GST on reverse charge basis 
 (3) Importer of service shall be liable to get compulsory 
registration, Threshold limit of 20/10 Lac not available. - Sec 24 
of CGST Act. 

(3)  
Raman, ECO of Chennai took legal service from his brother, a well-
known lawyer settled in UK free of cost for his family dispute 

Brother not related person, since independent (as per definition 
of Family) Hence, not supply 

(4)  
Raman, ECO of Chennai took legal service from his brother, a well-
known lawyer settled in UK free of cost for business unit 

Brother not related person as per definition of Family Hence, 
not supply 
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(5)  
Raman, ECO of Chennai took legal service from his Son, a well-known 
lawyer settled in UK free of cost for his family dispute 

Son = Related person But service not for business. Hence, 
not supply 

(6)  
Raman, ECO of Chennai took legal service from his Son, a well-known 
lawyer settled in UK free of cost for business unit 

Supply, Raman pay GST under reverse charge 

(7)  
ABC Ltd (Registered in GST) took software development service from his 
Branch in USA without consideration 

Supply, ABC Ltd pay GST under reverse charge 

(8)  
ABC Ltd (Not Registered in GST) dealing in only exempted supply took 
software development service from his Branch in USA without consideration 

Supply, ABC Ltd pay GST under reverse charge 
(Registration Mandatory – Sec 24) 

(9)  
. SERVICES taken by a trader Mr.A not registered under GST having 
turnover of Rs 8 lac p.a from his Son who is Architect located in USA. 
Architect Services are taken free of Cost for his New Shop Design 

it is treated as supply and hence Mr. A liable to Pay GST under 
reverse charge by taking compulsory Registration. 

 

CBIC CLARIFICATION 
 
Q33. Determine the Taxable Value 

Art works sent by artists to galleries for exhibition  10,000 

Buyer selects a particular art work displayed at the gallery 12,000 

Service  of  display of  name  or  placing of   name plates of   donor  in premises of  charitable org For expression of gratitude   68,000 

Service  of   display of  name  or  placing of  name  plates of  donor  in premises of charitable org For giving publicity to the 
donor 

88,000 

sending/ taking the goods out of India for exhibition or on consignment basis for export promotion 1,00,000 

Moulds and dies owned by Original Equipment Manufacturers (OEM) sent free of cost (FOC) to a component manufacturer 2,00,000 

Truck sent to own location in Same State  
(i) Value of items contained in the truck - Rs. 3,00,000  
(ii) Value of truck – Rs 25,00,000 

 

Truck sent to a client location for carrying out repairs. Stand- alone machine is also sent in the truck to client location for 
repairs  

(i) Value of items contained in the truck – Rs  2,85,000  
(ii) (ii) Value of stand-alone machine - Rs 4,00,000 
(iii) Value of truck - Rs 20,00,000  

(Billing for repairs to be done afterwards depending upon the actual items used) 

 

Invoices raised for repair work carried out [including value of items consumed] – 4,00,000 

Inter-State movement of rigs, tools and spares, and all goods on wheels [like cranes] for repair 
Value of Rig,tools and spares 5 lakh 
Invoice raised for Repair = 2 Lakh 

 

inter-state Stock transfer of aircraft engines, parts/ accessories for use by their own airlines 5,00,000 

Services supplied by an establishment of a person in India to any establishment of that person outside India 1,00,000 

Import of any Service by Government, local authority or governmental authority or individual for purpose other than 
commerce, industry or any other business or profession 

5,00,000 

Free Samples given on which input tax credit taken 2,00,000 

Brush valuing Rs 10,000 given Free of Cost With Tooth Paste valuing Rs 1,00,000  

Ans  
Calculation of Taxable Value 

Art works sent by artists to galleries for exhibition  [as no consideration flows from the gallery to the artists] Nil  

Buyer selects a particular art work displayed at the gallery [ Supply for consideration] 12,000 

Service of  display of  name  or  placing of  name plates of  donor  in premises of charitable org For expression of gratitude  
[Because, no obligation (quid pro quo) on part of recipient of the donation or gift to do anything] 

Nil 

Service of  display of  name  or  placing of  name plates  of  donor  in premises of charitable org For giving publicity to the   donor 
[Because, obligation (quid pro quo) on part of recipient of the donation or gift to do anything] 

88,000 

sending/ taking the goods out of India for exhibition or on consignment basis for export promotion [Since, no consideration at  
that  point in  time] 

Nil 

Moulds and dies owned by Original Equipment Manufacturers (OEM) sent free of cost (FOC) to a component manufacturer 
[supply since they are not related or distinct persons and there is no consideration involved] 

Nil 

Truck sent to own location in Same State  
(i) Value of items contained in the truck - Rs. 3,00,000  
(ii) Value of truck – Rs 25,00,000  
[Since movement of Truck is not for further supply of the Truck, hence Value of items taxable] 

3,00,000 
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Truck sent to a client location for carrying out repairs. Stand- alone machine is also sent in the truck to client location for repairs  

(i) Value of items contained in the truck – Rs  2,85,000  
(ii) Value of stand-alone machine - Rs 4,00,000 
(iii) Value of truck - Rs 20,00,000  

(Billing for repairs to be done afterwards depending upon the actual items used) 
[Since movement of Truck is not for further supply of the Truck, hence Value of repairs taxable] 

 

Invoices raised for repair work carried out [including value of items consumed] – 4,00,000 

Inter-State movement of rigs, tools and spares, and all goods on wheels [like cranes] for repair 
Value of Rig, tools and spares 5 lakh 
Invoice raised for Repair = 2 Lakh 
[Since movement of (rigs, tools and spares, Crane)  is not for further supply, hence Value of repairs taxable] 

2,00,000 

inter-state Stock transfer of aircraft engines, parts/ accessories for use by their own airlines 
[Since covered in supply between distinct person under schedule 1 of CGST Act] 

5,00,000 

Services supplied by an establishment of a person in India to any establishment of that person outside India 
[Entry 10F of IGST Exemption notification - Services are exempt, if supplied by an establishment of a person in India to 
any establishment of that person outside India, which are treated as establishments of distinct persons, Provided the 
place of supply of the service is outside India] 

Exempt  

Import of any Service by Government, local authority or governmental authority or individual for purpose other than commerce, 
industry or any other business or profession 
As per Entry 10 of NN 9/2017 – IGST – Import of any Service [except OIDAR & import sea freight] by Government, local 
authority or governmental authority or individual for purpose other than commerce, industry or any other business or 
profession is exempt 

Exempt 

Free Samples given on which input tax credit taken 
[Since covered in Permanent transfer of business asset on which ITC has been taken under schedule 1 of CGST Act] 

2,00,000 

Brush valuing Rs 10,000 given Free of Cost With Tooth Paste valuing Rs 1,00,000 [It can at best be treated as supplying two 
goods for the price of one: [Circular 92/11/2019 GST dated 07.03.2019] 

1,00,000 

Taxable Value of Supply 18,00,000 

 
 

 

Schedule II: ACTIVITIES [OR TRANSACTIONS] TO BE TREATED AS SUPPLY OF GOODS OR SUPPLY OF SERVICES 
 
 

Note: As per GST Amendment Act 2018, Schedule II will not be used to determine whether the activity is supply or not, Schedule II will only 
be used to determine, whether the supply is goods or service 

 

 

CBIC CLARIFICATION on Sec 7 
 
Q41. Calculate Taxable Value of Service 

Sukhdev, being an operating member in mining and exploration services at Mumbai High, has provided machinery on hire to the 
Joint Venture (JV) in which he is also a participant. He believes that the consideration received from the JV is 'Cost Petroleum' 
and not taxable. 

12,00,000 

He has made capital contribution to the JV 5,00,000 

He gets a portion of the petroleum silt as part of the compensation while exploring the petroleum reserves in the Bombay High- 
which as per the contract with the Government is part of 'Cost Petroleum'. 

6,00,000 

He sells the petroleum silt to a SEZ Developer in Mumbai  6,80,000 

Consideration is received towards transfer of tenancy rights, which according to Sukhdev is not liable to GST as it has suffered 
stamp duty. 

8,00,000 

Consideration is received towards grant of tenancy rights in a residential dwelling for use as residence dwelling against tenancy 
premium or periodic rent or both 

3,00,000 

supply of PSLC between Banks 5,00,000 
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Answer: 
Calculation of Taxable Value 

Consideration for services provided as an operating member to the Joint Venture [The operating member is providing the mining 
and exploration service to the joint venture, and thus, the consideration received therefor is not cost petroleum and hence, is 
liable to tax.] 

12,00,000  

capital contribution to the JV is Transaction in money excluded from definition of service, not Taxable Nil  

Compensation received in the form of petroleum silt, which, as per the contract with the Government, is part of cost petroleum 
[Cost petroleum is not a consideration for service to the Government and thus, is not taxable.] 

Nil  

Sale of petroleum silt to a SEZ developer [Supply to SEZ developer is a zero rated supply and no tax is payable on the same if 
made under a bond/LUT.] 

Nil 

Consideration for transfer of tenancy rights [Transfer of tenancy rights to a new tenant against consideration in the form of 
tenancy premium is taxable even though stamp duty has been paid on the same.] 

8,00,000  

Consideration is received towards grant of tenancy rights in a residential dwelling for use as residence dwelling against tenancy 
premium or periodic rent or both 

Exempt  

supply of PSLC between Banks, it is supply of goods in the course of inter-State trade or commerce, IGST shall be 
payable under reverse charge by recipient Bank 

5,00,000 

Taxable value  25,00,000 

 

Question36(ii). Ajatasatru Industries enters into a contract with an actor – Chandragupta - to act as a brand ambassador of 
products manufactured by Ajatasatru Industries. The duration of the contract is 5 years and the contract fee payable to 
Chandragupta for being a brand ambassador is ` 50 lakh per annum. As per the terms of the contract, in case the contract is 

terminated by Chandragupta before the end of the contract period, Chandragupta will have to repay to Ajatasatru 

Industries, 50% of the contract fee received by him till the time of termination of contract. At the end of 3rd year, Chandra 
gupta terminates the contract with Ajatasatru Industries. He has received the contract fee for 3 years at the time of 
termination of contract. You are required to determine whether the given transaction(s) qualifies(y) as supply(ies). (ICAI Study 
Mat.) 

Answer:- As per section 7(1)(a), supply includes all forms of supply of goods or services or both made or agreed to be made for a 
consideration by a person in the course or furtherance of business. In the given case, Chandragupta has agreed to provide his 
services as a brand ambassador of the products manufactured by Ajatasatru Industries at an agreed annual consideration. Thus, his 
services fall within the purview of the term ―supply‖ under GST where the consideration charged for such supply is ` 50 lakh per 
annum. Further, section 7(1A) provides that when certain activities or transactions constitute a supply in accordance with the provisions 
of section 7(1), they shall be treated either as a supply of goods or supply of services as referred to in Schedule II of the CGST 
Act. Tolerating non-performance of a contract is an activity or transaction which is treated as a supply of service as per Schedule II and 
the person is deemed to have received the consideration in the form of fines or penalty and is, accordingly, required to pay tax on such 
amount. In the given case, since Ajatasatru Industries is tolerating the act of Chandragupta of terminating the contract before the expiry 
of its contract period, 50% of contract fee for 3 years amounting to ` 75 lakh is being received by it as a penalty for the same. The act of 
tolerating the non- performance of a contract by Chandragupta by Ajatasatru Industries is a supply of service where the consideration 
charged for such supply is ` 75 lakh [50% of (` 50 Lakh × 3 years)]. 
 
Question 36(iii): - Nandeeshwar Manufacturers sends certain category of yarn for processing to the job worker. The job 
worker undertakes the processing work on the yarn as per the requirement of Nandeeshwar Manufacturers. During the 
process, the job worker uses his own material also. The processed yarn is sold by Nandeeshwar Manufacturers directly from the 
job worker premises. Balance quantity of yarn and waste material is sent back by the job worker to Nandeeshwar 
Manufacturers. The job worker is of the opinion that he is using his own material also in the processing and hence the 
supply to Nandeeshwar Manufacturers is in the nature of supply of goods as well as services. Do you agree with the opinion 
of job worker? (ICAI Study Mat.) 
 
Answer:-  
No, the opinion of the job worker is not fully correct. Section 7(1A) provides that when certain activities or transactions constitute a 
supply in accordance with the provisions of section 7(1), they shall be treated either as a supply of goods or supply of services as 
referred to in Schedule II of the CGST Act. Any processing activity carried on any other person‘s goods is treated as supply of service in 
terms of Schedule II. The job worker, in addition to the goods received from the principal, can use his own goods for providing the 
services of job work. These goods are not supply per se, but being used in the processing activity carried out by it. Thus, the activity 
undertaken by the job worker, in the given case, squarely falls within the purview of Schedule II and shall be considered as supply of service 
by the job worker to Nandeeshwar Manufacturers 
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Question42(ii): - Mr. Happy has a huge residential property located at a prime location in Mumbai, Maharashtra. He has let out the 
1st and 2nd floor to Mr. Peace for residential purposes in April. Mr. Peace surrenders his tenancy rights to Mr. Serene for a 
tenancy premium of ` 10,00,000 on 1st June. Mr. Serene has also paid the applicable stamp duty and registration charges on 
transfer of tenancy rights. Moreover, Mr. Serene has agreed to pay a monthly rent of` 1,00,000 to Mr. Happy from June. 
Determine the taxability of the transaction(s) involved in the given case, for the month of June. (ICAI Study Mat.) 
Answer:-  
Circular No. 44/2018 CT dated 02.05.2018 clarifies that the activity of transfer of tenancy right against consideration [i.e., tenancy 
premium] is squarely covered under supply of service liable to GST. It is a form of lease or renting of property and such activity is 
specifically declared to be a service in Schedule II i.e., any lease, tenancy, easement, license to occupy land is a supply of services. 
Although stamp duty and registration charges have been levied on such transfer of tenancy rights, it shall be still subject to GST. Merely 
because a transaction/supply involves execution of documents which may require registration and payment of registration fee and stamp 
duty, would not preclude them from the ‗scope of supply‘ and from payment of GST. The transfer of tenancy rights cannot be treated as 
sale of land/ building in Schedule III. Thus, it is not a non-supply under GST and consequently, a consideration for the said activity shall 
attract levy of GST. Services provided by outgoing tenant by way of surrendering the tenancy rights against consideration in the 
form of a portion of tenancy premium is liable to GST. Hence, in the given case, the tenancy premium of ` 10,00,000 received by 
Mr. Peace for surrendering his tenancy rights to Mr. Serene is  liable to GST. The circular further clarifies that since renting of 
residential dwelling for use as a residence is exempt [Entry 12 of Notification No. 12/2017 CT (R) dated 28.06.201732], grant of tenancy 
rights in a residential dwelling for use as residence dwelling against tenancy premium or periodic rent or both is exempt. Consequently, 
monthly rent ` 1,00,000 received by Mr. Happy from Mr. Serene is exempt. 
 

  

 

Schedule III: ACTIVITIES OR TRANSACTIONS WHICH SHALL BE TREATED NEITHER AS A SUPPLY OF GOODS NOR A 
SUPPLY OF SERVICES  
 
 
  
Q45. Calculate taxable value under GST. 

1. Amount paid to employee [Non- compete Fee] or not joining a competing business  1 

2. compensation for premature retirement  to employee  2 

3. Perquisites [Car provided for picking home to office] by employer to employee  6 

4. If services such as membership of a club, health and fitness centre etc. provided free of charge, free housing to the employee 
forming part of C2C  

3 

5. Payment by Contractor to Casual Worker, when Services provided by casual worker to employer who gives wages on 
daily basis to worker 

4 

6. Casual workers are employed by a contractor on daily wage basis like a building contractor or a security services agency 
who deploys them to a client (Payment by Client to Contractor)  

5 

7. Remuneration paid to whole time/ executive director is generally regarded as the employee  1 

8. Remuneration paid to independent directors, nominee directors or non-executive directors  2 

9. Employee provide coaching on contract basis (Principal to Principal) to Employer Daughter  3 

10. Appeal Fee Paid to Tribunal/Court for Filing Appeal by Assessee.  4 

11. Arbitral Tribunal Provide Service to Business Entity Registered in GST 2 

12. Penalty/fees/ Pre-deposit amount charged by Consumer Disputes Redressal Commission 5 

13. Remuneration paid to MP/MLA etc. for Performing their Functions 1 

14. Remuneration to Attorney General of India (AGI), PM, President, Vice President, Chief Justice of India, C&AG of India 
Speaker of the Lok Sabha, Chief Election Commissioner, Chairman of UPSC 

2 

15. Remuneration received by CHAIRPERSON OR A MEMBER OR A DIRECTOR of  IRDA, IMA, UPSC, SSC , ELECTION 
COMMISSION 

3 

16. Services of FUNERAL, BURIAL, CREMATORIUM OR MORTUARY including transportation of the deceased. 1 

17. Sale of Land or Building  4 

18. Construction of complex, building, Civil Structure or part thereof including complex/building: INTENDED FOR SALE 
TO BUYER: 

 

Where ENTIRE  or part of the consideration received before issuance of completion certificate or before its first occupation -  5 

Where ENTIRE consideration received AFTER issuance of completion certificate or before its first occupation 6 

19. Supply of actionable claim being lottery, betting or gambling  2 

20. Supply of actionable claims other than lottery, betting or gambling  3 
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21. Mr. A, purchased goods from China and sold it to George in USA without bringing the goods in India 4 

22. Radheyshyam imported some goods in India, but kept the goods in custom bonded warehouse without clearing it for home 
consumption. In the meantime, Radheyshyam sold these goods to Sitaram while they were in warehouse.   

5 

23. Prasoon of India imported some goods from Japan. While the goods were in high seas, Prasoon sold the goods to Jinesh in 
India by way of endorsement of documents of title of goods.  

6 

24. Services by way of any activity in relation to a function entrusted to a Panchayat under article 243G or to a Municipality under 
article 243W of the Constitution 

1 

25. Service by way of grant of alcoholic liquor licence, against consideration in the form of licence fee or application fee or by 
whatever name called by SG in which they are engaged as public authorities 

2 

26. value of petroleum which the contractor is entitled to take in a year for recovery of the contract costs is called the cost 
petroleum 

3 

27. The Government‘s share of profit petroleum which is the consideration paid by the contractor to the Central Government 
for the services of grant of license/lease to explore/mine petroleum crude and/natural gas 

4 

28. Supply of securities under Securities Lending scheme. 1997 by lender 5 

 
Ans 
Calculation of taxable Value 

1. Amount paid to employee [Non- compete Fee] or not joining a competing business – GST LEVIABLE (Refrain From an 
Act) 

1 

2. Compensation for premature retirement to employee – NO GST LEVIABLE (in the course of employment.),   Nil 

3. Perquisites [Car provided for picking home to office] by employer to employee = No GST, (in the course of 
employment.), 

Nil 

4. If services such as membership of a club, health and fitness centre etc. provided free of charge, free housing to the 
employee forming part of C2C = No GST 

Nil 

5. Services provided by casual worker to employer who gives wages on daily basis to worker (Payment by Contractor to 
Casual Worker) – NO GST LEVIABLE (in the course of employment.) 

Nil 

6. Casual workers are employed by a contractor on daily wage basis like a building contractor or a security services 
agency who deploys them to a client (Payment by Client to Contractor) (NOT in the course of employment.) 

5 

7. Remuneration paid to whole time/ executive director is generally regarded as the employee – NO GST LEVIABLE (in 
the course of employment.) 

Nil 

8. Remuneration paid to independent directors, nominee directors or non-executive directors cannot be regarded as the 
employee– GST LEVIABLE [ GST payable under reverse charge by Company] 

2 

9. Employee provide coaching on contract basis (Principal to Principal) to Employer Daughter – GST LEVIABLE (Not in 
the course of employment.) 

3 

10. Appeal Fee Paid to Tribunal/Court for Filing Appeal by Assessee. - NO GST , Since it is not Supply in Sch III Nil 

11. Arbitral Tribunal Provide Service to Business Entity Registered in GST [Arbitral Tribunal not established under law = if 
provide service = Taxable], Business entity pay GST under reverse charge 

2 

12. No GST on Penalty/fees/ Pre-deposit amount charged by Consumer Disputes Redressal Commission [Consumer 
Disputes Redressal Commissions (National/ State/ District) may not be tribunals literally as they may not have been set up 
directly under Article 323B of the Constitution. However, they are clothed with the characteristics of a Tribunal. 
Consequently, fee paid by litigants while registering complaints OR Any penalty imposed by or amount paid to these 
Commissions will not attract GST] 

Nil 

13. Remuneration paid to MP/MLA etc. for Performing their Functions = Not Supply as per Sch-3 Nil 

14. Remuneration to Attorney General of India (AGI), PM, President, Vice President, Chief Justice of India, C&AG of India 
Speaker of the Lok Sabha, Chief Election Commissioner, Chairman of UPSC = [Not Supply as per Sch-3, duties 
performed by any person WHO HOLDS ANY POST IN PURSUANCE OF the provisions of the CONSTITUTION in that 
capacity] 

Nil 

15. Remuneration received by CHAIRPERSON OR A MEMBER OR A DIRECTOR of  IRDA, IMA, UPSC, SSC , ELECTION 
COMMISSION = Not Supply as per Sch-3, duties performed by any person as a CHAIRPERSON OR A MEMBER OR 
A DIRECTOR IN A BODY ESTABLISHED BY THE CG OR A SG OR LOCAL AUTHORITY and who is not deemed as 
an employee] 

Nil 

16. Services of FUNERAL, BURIAL, CREMATORIUM OR MORTUARY including transportation of the deceased. = Not 
Supply as per Sch-3 

 

17. Sale of Land or Building – Not Supply, NO GST Nil 

18. For Construction of complex, building, Civil Structure or part thereof including complex/building: INTENDED FOR 
SALE TO BUYER: 

 

Where ENTIRE  or part of the consideration received before issuance of completion certificate or before its first occupation 
- Supply, GST 

5 
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Where ENTIRE consideration received AFTER issuance of completion certificate or before its first occupation Nil 

19. Supply of actionable claim being lottery, betting or gambling –  GST   2 

20. Supply of actionable claims other than lottery, betting or gambling – No GST Nil 

21. Mr. A, purchased goods from China and sold it to George in USA without bringing the goods in India = [Not supply as per 
Sch-3, Supply of goods from a place in the non-taxable territory to another place in the non-taxable territory without such 
goods entering into India.] 

Nil 

22. Radheyshyam imported some goods in India, but kept the goods in custom bonded warehouse without clearing it for home 
consumption. In the meantime, Radheyshyam sold these goods to Sitaram while they were in warehouse. = Not Supply 
as per Sch-3, Supply of warehoused goods to any person before clearance for home consumption;] 

Nil 

23. Prasoon of India imported some goods from Japan. While the goods were in high seas, Prasoon sold the goods to Jinesh 
in India by way of endorsement of documents of title of goods. = Not Supply as per Sch-3, Supply of goods by the 
consignee to any other person, by endorsement of documents of title to the goods, after the goods have been dispatched 
from the port of origin located outside India but before clearance for home consumption]. 

Nil 

24. NN 14/2017: Services by way of any activity in relation to a function entrusted to a Panchayat under article 243G or to a 
Municipality under article 243W of the Constitution. [ Activities Undertaken by CG/SG/Local authority as public 
authority = Not supply of goods/ service] 

Nil 

25. NN 25/2019: Service by way of grant of alcoholic liquor licence, against consideration in the form of licence fee or 
application fee or by whatever name called by SG in which thery are engaged as public authorities [ Activities 
Undertaken by CG/SG/Local authority as public authority = Not supply of goods/ service] 

Nil 

26. value of petroleum which the contractor is entitled to take in a year for recovery of the contract costs is called the cost 
petroleum [it is not a consideration received for services provided to Government and thus not taxable per se. The reason 
for the same is that the contractors carry exploration and production of petroleum for themselves and not as a service to 
Government.] 

Nil 

27. The Government‘s share of profit petroleum which is the consideration paid by the contractor to the Central 
Government for the services of grant of license/lease to explore/mine petroleum crude and/natural gas 

Exempt 

28. Supply of securities under Securities Lending scheme. 1997 by lender [Lending is not disposal of securities. 
Borrower is liable to pay IGST under reverse charge on Lending Fee]. 

5 

 
Question44(ii): - Angad Private Ltd. is engaged in the business of distribution of construction material. As an incentive, 

Angad Private Ltd. pays an amount of ` 75,000 to its employees upon achieving a specified sales target. The incentive is 

part of the salary of the employees and applicable tax is deducted at source as per relevant income tax provisions. Angad 
Private Ltd. is of the view that GST is not leviable on such incentive paid to the employees. Whether the view taken by 
Angad Private Ltd. is correct? (ICAI Study Mat.) 
Answer:-  
Yes, Angad Private Ltd.‘s view is correct. In terms of section 7(2) read with Schedule III of the CGST Act, services by an employee to 
employer in the course of or in relation to his employment shall not be treated as supply under GST.   Further, the amount paid as 
incentive by Angad Private Ltd. is not in the nature of gift, and thus, is not covered under Schedule I of the CGST Act. In fact, in 
the given case, the incentive is part of the salary and is directly linked to the sales target. Therefore, the services provided by the 
employees in return of the incentive given to them shall not be treated as a ―supply‖. In the light of above discussion, GST is not leviable 
on the incentive paid by Angad Private Ltd. to employees. 
 
  

Q47.  

(i) Mr. Zombi, a supplier registered in Hyderabad (Telangana), procures goods from China and directly supplies the same to a customer in 
US. With reference to the provisions of GST law, examine whether the said activity of supply of goods by Mr. Zombi to customer in US is 
taxable under GST. If yes, determine the place of supply of the same. [Que for Practice]/ RTP Nov 19 

(ii) Radheyshyam imported some goods in India, but kept the goods in custom bonded warehouse without clearing it for home consumption. 
In the meantime, Radheyshyam sold these goods to Sitaram while they were in warehouse.  

(iii) Prasoon of India imported some goods from Japan. While the goods were in high seas, Prasoon sold the goods to Jinesh in India by way 
of endorsement of documents of title of goods.  

Answer: 
Schedule III to the CGST Act specifies transactions/ activities which shall be neither treated as supply of goods nor supply of services.  

1. One of such activity/transaction is supply of goods from a place in the non-taxable territory to another place in the non-taxable territory 
without such goods entering into India. Thus, it seeks to exclude from the tax net such transactions which involve movement of goods, 
caused by a registered person, from one non-taxable territory to another non-taxable territory.  

2. Other activity is Supply of warehoused goods to any person before clearance for home consumption.   
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3. Another activity is Supply of goods by the consignee to any other person, by endorsement of documents of title to the goods, after the 

goods have been dispatched from the port of origin located outside India but before clearance for home consumption.  T 
Therefore, in view of the above-mentioned provisions, all the above activities are not supply.  
(i) Sale by Mr. Zombi to customer in US is neither supply of goods nor supply of services. 
(ii) The transaction between Radheyshyam and Sitaram is neither supply of goods nor supply of services. 
(iii) The transaction between Prasoon and Jinesh is neither supply of goods nor supply of services. 

Hence, These are not leviable to GST since ―supply‖ is the taxable event for chargeability of GST.  
 
Therefore, since the transactions are not leviable to GST, the question of place of supply does not arise in the given case. 
 

(CA Final Jan 21): Question 5(a) 
(a) GER Ltd. of Germany supplies luxurious car worth ` 1 crore to IND Ltd. of India. Before the car reached Indian port but after crossing of the 

territorial waters of India, IND Ltd. sells it to T1 Ltd. by way of transfer of documents of title.  
T1 Ltd.  clears the said car for warehousing and stores said goods in customs bonded warehouse.  
T1 Ltd. sells the said car from warehouse to T2 Ltd., and T2 Ltd. clears the said car from the customs bonded warehouse.  
Answer the following with brief reasons:  

(i) Is GST leviable on import of goods from GER Ltd. by IND Ltd.?   

(ii) Is GST leviable on supply of goods by IND Ltd. to T1 Ltd.?  

(iii) Is GST leviable on supply of goods by T1 Ltd. to T2 Ltd.?  

(iv) Is GST leviable on clearance of goods by T2 Ltd. from the customs bonded warehouse?  (5 Marks)  

 
Answer   

(b) (i)  GST on import of goods is levied at the time when customs duty is levied on the said goods under the Customs Act, 1962, i.e., on 
importation. Importation gets completed when the goods become part of the mass of goods within the country1.  

Thus, GST is not leviable on import of goods from GER Ltd. by IND Ltd. since the import of goods is not complete.  

(ii) GST is not leviable on supply of goods by IND Ltd. to T1 Ltd. as supply of goods by the consignee to any other person, by endorsement 
of documents of title to the goods, after the goods have been dispatched from the port of origin located outside India but before 
clearance for home consumption is treated neither as a supply of goods nor a supply of services.    

(iii) GST is not leviable on supply of goods by T1 Ltd. to T2 Ltd. since supply of warehoused goods to any person before clearance for home 
consumption is treated neither as a supply of goods nor a supply of services.    

(iv) Yes, GST is leviable on clearance of goods by T2 Ltd. from the customs bonded warehouse as customs duty is levied on warehoused 
goods at the time of clearance thereof from the warehouse and as mentioned in point (i), GST on import of goods is levied at the time 
when customs duty is levied thereon.  

 
 

Sec 8(CGST Act 2017) : ―Tax liability on composite and mixed supplies‖  
 
Tax liability on composite and mixed supplies (Section 8) 
  

Q53. Mrs. Kajal, a registered supplier of Jaipur (Rajasthan), has made the following supplies in the month of January, 20XX: 
(i) Supply of a laptop bag along with the laptop to a customer of Mumbai for ` 55,000 (exclusive of GST). 
(ii) Supply of 10,000 kits (at ` 50 each) amounting to ` 5, 00,000 (exclusive of GST) to Ram Fancy Store in Kota (Rajasthan). 

Each kit consists of 1 hair oil, 1 beauty soap and 1 hair comb. 
 

(iii) 100 kits are given as free gift to Jaipur customers on the occasion of Mrs. Kajal's birthday. Each kit consists of 1 hair oil and 1 
beauty soap. Cost of each kit is ` 35, but the open market value of such kit of goods and of goods of like kind and quality is not 
available. Input tax credit has not been taken on the goods contained in the kit. 

 
(iv) Event management services provided free of cost to her brother for his son‘s marriage function in Indore (Madhya Pradesh). 

Cost of providing said services is ` 80,000, but the open market value of such services and of services of like kind and quality 
is not available. 

 
(v)  1,400 chairs and 100 coolers hired out to Function Garden, Ajmer (Rajasthan) for ` 3, 30,000 (exclusive of GST) including cost 

of transporting the chairs and coolers from Mrs. Kajal's godown at Jaipur to the Function Garden, Ajmer. 
 

                                                           
1
 Garden Silk Mills Ltd. UOI 1999 AIR SCW 4150 (SC 3-member bench)  
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Mrs. Kajal has paid the cost of transportation of chairs and coolers to an unregistered Goods Transport Agency (GTA) [located in the State of 
Rajasthan] @ ` 20 (exclusive of GST) for each chair and each cooler and in turn, has charged ` 20 only for each chair and each cooler from 
Function Garden for Transportation of the same. Interest of ` 6,400 (inclusive of GST) was collected by Mrs. Kajal in January from Ram 
Fancy Store, Kota for the payment received with a delay of 30 days. 
UNDER GST 
                                                     Assume rates of GST to be as under:- 

S. No.  Particulars  Rate of CGST (%) 
Rate of SGST  
(%) 

Rate of IGST (%) 

1.  Laptop  9  9  18 

2.  Laptop bag  14  14  28 

3.  Hair oil  9  9  18 

4.  Beauty soap  14  14  28 

5.  Hair comb  6  6  12 

6.  Event management service  2.5  2.5  5 

7.  
Service of renting of chairs 
and coolers 

6  6  12 

8.  Transportation service  2.5  2.5  5 

 
From the above information, compute the GST liability (CGST and SGST and/ or IGST, as the case may be) of Mrs. Kajal for the 
month of January, 20XX.     (Question for Practice/(May 19) 
 
Answer: 
Computation of GST liability of Mrs. Kajal for the month of January, 20XX. 
 

S. 
No. 

Particulars  Amount  CGST SGST  IGST  

(i)  

Supply of laptop bag along with laptop to Mumbai customer [Being naturally bundled, supply 
of laptop bag along with the laptop is a composite supply which is treated as the supply of the 
principal supply [viz. laptop] in terms of section 8(a) of the CGST Act, 2017 and is an inter 
State supply. Accordingly, IGST @ 18% will be charged] 

55,000   
 

9,900 

(ii)  

Supply of kits to Ram Fancy Store  [It is a mixed supply and is treated as supply of that 
particular supply which attracts highest tax rate [viz. beauty soap] in terms of section 8(b) of 
the CGST Act, 2017. Also, it‘s an intra-State supply. Accordingly, CGST and SGST @ 14% 
each will be charged.] Further, interest of `6,400 charged for delayed payment as collected 
from Ram Fancy Store will be included in the value of supply in terms of section 15(2) of the 
CGST Act, 2017. Therefore, total value of supply =` 5,05,000 [` 5,00,000 + (` 6,400 × 
100/128)] 

5,05,000  70,700  70,700  

(iii)  
Free gifts to customers [Cannot be considered as supply under section 7 read with Schedule I 
of the CGST Act as the gifts are given to unrelated customers without consideration] 

 Nil  Nil  Nil 

(iv)  
Event management services provided free of cost to brother for his son‘s marriage [Cannot be 
considered as supply under section 7 read with Schedule I of the CGST Act as the service is 
provided to unrelated person without consideration.] [Note-1] 

 
Nil  Nil  Nil 

(v)  

Chairs and coolers hired out to Function Garden [Since Mrs. Kajal is not a GTA, 
transportation services provided by her are exempt [Notification No. 12/2017 CT(R) dated 
28.06.2017]. However, since chairs and coolers are hired out along with their transportation, it 
is a case of composite supply wherein the principal supply is hiring out of chairs and coolers. 
Also, it‘s an intra-State supply. Accordingly, transportation service will also be taxed at the 
rate applicable for renting of chairs and coolers, viz. CGST and  and SGST @ 6% each.] 
[Note-2] 
  

3,30,000  19,800  19,800   

(vi)  
Transportation of chairs and coolers by GTA [GST on GTA services availed is payable under 
reverse charge mechanism since GST is payable @ 5%. Being an intra-State upply, CGST 
and SGST will be chargeable @ 2.5% each.] 

30,000 
(` 20 
×1,500) 

750  750    

 Total GST liability  91,250  91,250  91,250  9,900 

 

Note: As per section 2(30) of the CGST Act, 2017, composite supply means a supply made by a taxable person to a recipient consisting of 
two or more taxable supplies. Since in point (v), service of hiring out of chairs & coolers is taxable while transportation service is exempt 
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(being provided by a person other than a GTA), it is possible to take a view that this is not a case of composite supply. In that case, the two 
services will be treated as independent services and taxed accordingly. 

CBIC CLARIFICATION on Sec 8 
 

Q54. Whether retreading of tyres is a supply of goods or services? 

Ans. In terms of Circular No. 34/08/2018-GST dated 01.03.2018, in retreading of tyres, which is a composite supply, the pre-dominant 
element is the process of retreading which is a supply of service. Rubber used for retreading is an ancillary supply. Which part of a composite 
supply is the principal supply, must be determined keeping in view the nature of the supply involved. Value may be one of the guiding factors 
in this determination, but not the sole factor. The primary question that should be asked is what is the essential nature of the composite 
supply and which element of the supply imparts that essential nature to the composite supply.  

Supply of retreaded tyres, where the old tyres belong to the supplier of retreaded tyres, is a supply of goods 

Q55. whether following are treated as ‗supply of goods‘ or ‗supply of service 
a) Bus body builder builds a bus, working on the chassis owned by him  
b) Bus body builder builds body on chassis provided by the principal 

Ans The Government vide Circular No.52/26/2018-GST dated 9-08-2018 has provided the following clarification  

Activity of bus 
body building 
[Circular No. 
34/8/2018- 

Bus body builder builds a bus working on the chassis owned by him 
and supplies the built-up bus to the customer, and charges the customer 
for the value of the bus. 

The supply made is that of bus (goods),  

Bus body builder builds body on chassis provided by the principal for 
body building, and charges fabrication charges (including certain material 
that was consumed during the process of job-work) 

Fabrication of body on chassis provided by 
the principal (not on account of body builder), 
the supply of service,  

 

Q56. Diligent Force, a professional training institute, gets its training material of ‗Aptitude Quotient‘ printed from ‗Durga Printing 
House‘ -a printing press. The content of the material is provided by the Diligent Force who owns the usage rights of the same while 
the physical inputs including paper used for printing belong to the Durga Printing House.   
 
Ascertain whether supply of training material by the Durga Printing House constitutes supply of goods or supply of services. 
       (Question for Practice) /(CA Final Mock Test Mar 18) (RTP Nov 19)  
 
Answer: 
Circular No. 11/11/2017 GST dated 20.10.2017 has clarified that supply of books printed with contents supplied by the recipient of such 
printed goods, is composite supply and the question, whether such supplies constitute supply of goods or services would be determined on 
the basis of what constitutes the principal supply. 
 
Principal supply has been defined in section 2(90) of the CGST Act, 2017 as supply of goods or services which constitutes the predominant 
element of a composite supply and to which any other supply forming part of that composite supply is ancillary. 
 
In the case of printing of books where content is supplied by the publisher or the person who owns the usage rights to the intangible inputs 
while the physical inputs including paper used for printing belong to the printer, supply of printing [of the content supplied by the recipient of 
supply] is the principal supply and therefore, such supplies would constitute supply of service. 
 
Thus, in view of the above-mentioned provisions, the supply of training material by the Durga Printing House would constitute supply of 
services. 
 
Q57. Agrawal Carriers is a Goods Transport Agency (GTA) which is engaged in transportation of goods by road. As per the general 
business practice, Agrawal Carriers also provides intermediary and ancillary services like loading/ unloading, packing/ unpacking, 
transhipment and temporary warehousing, in relation to transportation of goods by road. 
 
With reference to the provisions of GST law, analyse whether such services are to be treated as part of the GTA service, being a 
composite supply, or as separate supplies. (CA Final Mock Test Mar 18) (Sug Nov 18) (Question for Practice) 
Answer: 
Composite supply means a supply made by a taxable person to a recipient consisting of two or more taxable supplies of goods or services or 
both, or any combination thereof, which are naturally bundled and supplied in conjunction with each other in the ordinary course of business, 
one of which is a principal supply [Section 2(30) of the CGST Act, 2017].  
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Mixed supply means two or more individual supplies of goods or services, or any combination thereof, made in conjunction with each other by 
a taxable per son for a single price where such supply does not constitute a composite supply [Section 2(74) of the CGST Act, 2017]. 
 
The various intermediary and ancillary services provided by GTA are not provided as independent services, but as ancillary to the principal 
service, namely, transportation of goods by road. The invoice issued by the GTA for providing the said service includes the value of 
intermediary and ancillary services. In view of this, if any intermediary and ancillary service is provided in relation to transportation of goods by 
road, and charges, if any, for such services are included in the invoice issued by Aggarwal Carriers, such service would form part of the GTA 
service, and thus will be composite supply, and not a mixed supply even though a single price is charged for the supply.  
 
Further, if such incidental services are provided as separate services and are billed separately, whether in the same invoice or separate 
invoices, they will be treated as separate supply and not composite supply and there being no single price, the supply will also not be treated 
as mixed supply – in terms of Q. 6 of the CBIC FAQs on Transport & Logistics1. 
 
1In case where incidental services are provided as separate services and are billed separately, whether in the same invoice or separate 
invoices, it is also possible to take a view that they need not be treated as separate supply, but part of composite supply. Further, there being 
no single price, the supply will not be treated as mixed supply. 
 

CBEC CLARIFICATION - MISCELLANEOUS 
 

  
Que 59 – Indian oil Corporation (refinery) furnishes following detail : 

Polybutylene feedstock and liquefied petroleum gas (LPG) sent through pipeline on 01.07.2018 
to manufacturer Mr. A 

5000 liter 

Manufacturer Mr. A extract Propylene or Di-butyl para Cresol and Poly Iso Butylene from 
Feedstock and LPG i.e 17% and confirm his acceptance on 20.07.2018 

850 liter  

Returned Feedstock and LPG by Manufacturer Mr. A to Refinery 4150 liter 

1. Whether GST will be payable on feedstock and LPG retained i.e 850 liter or on feedstock and LPG sent by Refinery i.e 5000 
liter 

2. whether credit note is required to be issued for return of feedstock and LPG i.e 4150 liter 
3. also determine requirement of issue of (i) challan (ii) e-way bill (iii) invoice 

 
Ans 
as per CBIC clarification vide circular 29/03/2018- GST will be payable by the refinery only on the net quantity of Polybutylene feedstock 
and Liquefied Petroleum Gas retained by the manufacturer for the manufacture of Poly Iso Butylene and Propylene or Di-butyl para Cresol. 
Though, the refinery would be liable to pay GST on such returned quantity of Polybutylene feedstock and Liquefied Petroleum Gas, when the 
same is supplied by it to any other person. 
Hence GST will be payable on 850 liter by Indian oil Corporation 
 
Following are the requirement of issue of (i) challan (ii) e-way bill (iii) invoice by Indian oil Corporation (refinery) 

Issue of challan on 01.07.2018 – For 100% quantity of feedstock and LPG 
sent 

i.e  5000 liter 

 Issue of Tax invoice on 20.07.18 for 850 liter  

e-way bill not required to be issued – because transport through pipeline i.e non-
motorized conveyance 

 

No requirement to issue   Credit note 

 

Computation of Tax Liability 
 
Q61. Power Engineering Pvt. Ltd., a registered supplier, is engaged in providing expert maintenance and repair services for large 
power plants that are in the nature of immovable property, situated all over India. The company has its Head Office at Bangalore, 
Karnataka and branch offices in other States. The work is done in the following manner.   COMPUTATION OF GST LIABILITY  

- The company has self-contained mobile workshops, which are container trucks fitted out for carrying out the repairs. The 
trucks are equipped with items like repair equipments, consumables, tools, parts etc. to handle a wide variety of repair 
work. 
- The truck is sent to the client location for carrying out the repair work. Depending upon the repairs to be done, the 
equipment, consumables, tools, parts etc. are used from the stock of such items carried in the truck. 
- In some cases, a stand-alone machine is also sent to the client‘s premises in such truck for carrying out the repair work. 
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- The customer is billed after the completion of the repair work depending upon the nature of the work and the actual 
quantity of consumables, parts etc. used in the repair work.  
- Sometimes the truck is sent to the company‘s own location in other State(s) from where it is further sent to client 
locations for repairs. 
 

 Work out the GST liability [CGST & SGST or IGST, as the case may be] of Power Engineering Pvt. Ltd., Bangalore on the basis of 
the facts as described, read with the following data for the month of November 20XX. 
 

S. 
No.  

Particulars  Rs 

A.  Truck sent to own location in Tamil Nadu  
(i) Value of items contained in the truck - Rs. 3,00,000  
(ii) Value of truck – Rs 25,00,000 

 

B.  Truck sent to a client location in Tamil Nadu for carrying out repairs. Stand- alone machine is also sent in the 
truck to client location for repairs  

(i) Value of items contained in the truck – Rs  2,85,000  
(ii) (ii) Value of stand-alone machine - Rs 4,00,000 
(iii) Value of truck - Rs 20,00,000  

(Billing for repairs to be done afterwards depending upon the actual items used) 

 

C Truck sent to a client location in Karnataka for carrying out repairs  
(i) Value of items contained in the truck - Rs 1,06,000  
(ii) Value of truck - Rs 20,00,000  
(Billing for repairs to be done afterwards depending upon the actual items used) 

 

D.  Invoices raised for repair work carried out in Tamil Nadu [including the invoice for repair work done in ‗B‘] - 70,00,000 

E.  Invoices raised for repair work carried out in Karnataka [including the invoice for repair work done in ‗C‘] 12,00,000 

Also, specify the document(s), if any, which need to be issued by Power Engineering Pvt. Ltd., Bangalore for the above 
transactions. 
All the given amounts are exclusive of GST, wherever applicable. Assume the rates of taxes to be as under: 

Items used for repairs 
 

CGST – 6%  SGST – 6%  IGST – 12% 

Container truck, Stand-alone machines 
  

CGST – 2.5%  SGST – 2.5%  IGST – 5% 

Works contract for repairs and maintenance of immovable property 
  

CGST – 9%  SGST – 9%  IGST – 18% 

You are required to make suitable assumptions, wherever necessary. 
   (Question for Practice) (RTP May 18) (Mock Test April 18)/ Oct 18/Oct 2019) 
 
Answer: 
Computation of GST Liability of Power Engineering Pvt. Ltd., Bangalore for the month of November 20XX OF GST LIABILITY 
 

S.No.  Particulars  Rs. 

A.  Items sent in container truck to own location in Tamil Nadu - IGST @ 12% [Note 1] 36,000 

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

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

 
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] - 

C.  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] - 

D.  Invoices raised for repair work carried out in Tamil Nadu: IGST @ 18% [Note 5 and Note 6] 12,60,000 

E.  Invoices raised for repair work carried out in Karnataka: CGST 9% + SGST 9% [Note 5 and Note 7] 2,16,000 

 
Total GST liability  15,12,000 

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 section 7 read with 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-  
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The location of the supplier is in Bangalore (Karnataka); 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., Tamil Nadu 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‘. 
 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.  
COMPUTATION OF GST  
(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 Bangalore (Karnataka); and  

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., Tamil Nadu 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 of services are in two different States [Section 7(3)(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(2) of IGST Act, 2017 and thus, chargeable to CGST and SGST. 
 
1Q62. Jaskaran, a registered supplier of Delhi, has made the following supplies in the month of January, 20XX: 

S.No.  Particulars  Amount (Rs) 

1  
Supply of 20,000 packages at Rs 30 each to Sukhija Gift Shop in Punjab [Each package consists of 2 
chocolates, 2 fruit juice bottles and a packet of toy balloons] 

6,00,000 

2  
10 generators hired out to Morarji Banquet Halls, Chandigarh [including cost of transporting the generators 
(Rs. 1,000 for each generator) from Jaskaran‘s warehouse to the Morarji Banquet Halls] 

2,50,000 

3  

500 packages each consisting of 1 chocolate and 1 fruit juice bottle given as free gift to Delhi customers on 
the occasion of Diwali . [Cost of each package is Rs.12, but the open market value of such package of 
goods and of goods of like kind and quality is not available. Input tax credit has not been taken on the items 
contained in the package] 

 

4  Catering services provided free of cost for elder Son‘s business inaugural function in Delhi [Cost of 
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providing said services is Rs. 55,000, but the open market value of such services and of services of like 
kind and quality is not available.] 

 
*excluding GST 
You are required to determine the GST liability [CGST & SGST and/or IGST, as the case may be] of Jaskaran for the month of January, 20XX 
with the help of the following additional information furnished by him for the said period: 
1. Penalty of Rs. 10,000 was collected from Sukhija Gift Shop for the payment received with a delay of 10 days. 
2. The transportation of the generators from Jaskaran‘s warehouse to the customer‘s premises is arranged by Jaskaran through a Goods 
Transport Agency (GTA) who pays tax @ 12%. 
3. Assume the rates of GST to be as under: 

Goods/services supplied CGST  SGST  IGST 

Chocolates  9%  9%  18% 

Fruit juice bottles  6%  6%  12% 

Toy balloons  2.5%  2.5%  5% 

Service of renting of generators  9%  9%  18% 

Catering Services  9%  9%  18% 

Answer: 
 
Computation of GST liability of Jaskaran for the month of January, 20XX 

Particulars  CGST  SGST  IGST 

Supply of 20,000 packages to Sukhija Gift Shop, Punjab [Note-1]  
 

Rs.1,09,526 [6,08,475 X 
18%] 

Renting of 10 generators to Morarji Banquet Halls, Chandigarh [Note-2]  
 

Rs.45,000 [2,50,000 
X18%] 

500 packages given as free gift to the customers [Note-3] Nil  Nil  Nil 

Catering services provided free of cost for elder Son‘s business inaugural 
function in Delhi [Note-3] 

5,445 [60,500 X 
9%] 

5,445 [60,500 X 
9%]  

Total GST liability (rounded off)  5,445  5,445  1,54,526 

Notes: 
1. As per section 2(74) of the CGST Act, 2017, mixed supply means two or more individual supplies of goods or services, or any combination 
thereof, made in conjunction with each other by a taxable person for a single price where such supply does not constitute a composite supply. 
Supply of a package containing chocolates, fruit juice bottles and a packet of toy balloons is a mixed supply as each of these items can be 
supplied separately and is not dependent on any other. Further, as per section 8(b) of the CGST Act, 2017,the mixed supply is treated as a 
supply of that particular supply which attracts the highest rate of tax. Thus, in the given case, supply of packages is treated as supply of 
chocolates [since it attracts the highest rate of tax]. Consequently, being an inter-State supply of goods, supply of packages to Sukhija Gift 
Shop of Punjab is subject to IGST @ 18% each. 
Further, value of supply includes interest or late fee or penalty charged for delayed payment of any consideration for any supply in terms of 
section 15(2) (d) of the CGST Act, 2017. Thus, penalty of ` 10,000 [considered as inclusive of GST] collected from Sukhija Gift Shop for the 
delayed payment will be included in the value of supply. The total value of supply is Rs.6, 08,475 [Rs. 6, 00,000 + (Rs 10,000 × 100/118)] 
2. Services by way of transportation of goods by road except the services of a Goods Transportation Agency (GTA) are exempt vide 
Notification No. 9/2017 IT (R) dated28.06.2017. Since Jaskaran is not a GTA, transportation services provided by him are exempt from GST. 
However, since the generators are invariably hired out alongwith their transportation till customer‘s premises, it is a case of composite 
supplyunder section 2(30) of the CGST Act, 2017 wherein the principal supply is the renting of generator. As per section 8(a) of the CGST 
Act, 2017, the composite supply is treated as the supply of the principal supply. Therefore, the service of transportation of generators will also 
be taxed at the rate applicable for renting of the generator (principal supply). Consequently, being an inter-State supply of service, service of 
hiring out the generators to Morarji Banquet Halls of Chandigarh is subject to IGST @ 18% each.  
3. As per section 7(1)(c) of the CGST Act, 2017, an activity made without consideration can be treated as supply only when it is specified in 
Schedule I of the CGST Act, 2017. Para 2. of Schedule I provides that supply of goods or services or both between related persons or 
between distinct persons as specified in section25, when made in the course or furtherance of business, are to be treated as supply even if 
made without consideration.  
However, since the question does not provide that customers are related to Jaskaran, free gifts given to the customers cannot be considered 
as a supply under section 7. Consequently, no tax is leviable on the same. 
Further, the catering services provided by Jaskaran to his elder son without consideration will be treated as supply as Jaskaran and his elder 
son, being members of same family, are related persons in terms of explanation (a)(viii) to section 15 of the CGST Act, 2017 and said 
services have been provided in course/furtherance of business. Value of supply of services between related persons, other than through an 
agent is determined as per rule 28 of the CGST Rules, 2017. Accordingly, the value of supply is the open market value of such supply; if open 
market value is not available, the values of supply of goods or services of like kind and quality. However, if value cannot be determined under 
said methods, it must be worked out based on the cost of the supply plus 10% mark-up. Thus, in the given case, value of catering services 
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provided to the elder Son of Jaskaran is Rs.60,500 [Rs.55,000 × 110%]. Further, being an intra-State supply of services, catering services are 
subject to CGST and SGST @ 2.5% each.  
5. As per Notification No. 13/2017 CT(R) dated 28.06.2017, GST is payable by the recipient on reverse charge basis on the receipt of 
services of transportation of goods by road from a goods transport agency (GTA) provided such GTA has not paid GST @ 12%. Since in the 
given case, Jaskaran has received services from a GTA who has paid GST @ 12%, reverse charge provisions will not be applicable.
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CHAPTER 4 –  
Levy, collection, Composition, Reverse charge 

  

 

REVERSE CHARGE 
 

(CA Final Nov 20):  Question 2 (a) 
M/s All-in-One, a partnership concern and a registered supplier under GST, is engaged in providing various services under one roof.  The concern 
provides the following information pertaining to supply made/input services availed by it during the month of March 2020:  

  Particulars  ₹  

(i)  Provided Direct Selling Agent service to Y Bank Ltd.  4,00,000  

(ii)  Provided security services to ABC P. Ltd., a registered person under GST  60,000  

(iii)  Provided security services to PSR Trust, an unregistered person under GST  1,00,000  

(iv)  Provided renting of motor vehicle to Amaze Tours Ltd. and supply value included cost of fuel  75,000  

(v)  Provided renting of motor vehicle to Priti & Co., CA firm and supply value included cost of fuel  40,000  

(vi)  Availed representational service from PB and Co., a law firm towards a Consumer Court case  70,000  

Determine the GST liability of M/s All-in-One for the month of March, 2020 by giving necessary explanations for treatment of various items. 
Rate of tax for both inward and outward supply is CGST/SGST@ 9% each except renting a vehicle, for which CGST/SGST @ 2.5% each is 
applicable. M/s All-in-One commenced its business from February, 2020.  

 All the supplies are intra-State only.  (5 Marks)  
 

 

 
Answer   

GST liability of M/s All-in-One  

  Particulars  Value  
[₹]  

CGST payable  
[₹]  

SGST payable  
[₹]  

A.   GST liability on outward supply     

(i)  Direct selling agent service to Y Bank Ltd.  
[Tax is payable under forward charge since the supplier of 
such service is a  
partnership firm and not an individual.]  

4,00,000  36,000  
[4,00,000 x 9%]  

36,000  
[4,00,000 x 9%]  

(ii)  Security services2 to ABC P. Ltd., a registered person6 [Tax 
is payable under reverse charge by the recipient since 
security services are provided by a non-body corporate to a 
registered person.]  

-      

(iii)  Security services to PSR Trust, an unregistered person [Tax 
is payable under forward charge since security services are 
provided by a nonbody corporate to an unregistered 
person.]  

1,00,000  9,000  
[1,00,000 x 9%]  

9,000  
[1,00,000 x 9%]  

(iv)  Renting of motor vehicle to Amaze Tours Ltd. where value 
included cost of fuel  
[Tax is payable under reverse charge by recipient since 
such services are provided by a non-body corporate to a 
body corporate and GST is payable @ 5%.]   

-      

                                                           
2
 It is assumed that security services are the services provided by way of supply of security personnel. 

6
It is assumed 

that ABC Pvt. Ltd. pays tax under section 9 of the CGST Act, 2017.    
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(v)  Renting of motor vehicle to Priti & Co., CA firm, where 
supply value included cost of fuel  [Tax is payable under 
forward charge since such services are provided by a non-
body corporate to a non-body corporate.]  

40,000  1,000  
[40,000 x  

2.5%]  

1,000  
[40,000 x  

2.5%]  

Total GST liability on outward supplies    46,000  46,000  

 

B.  GST liability on inward supplies under reverse charge    

(vi)  Availed representational service from   
PB and Co, a law firm   
[Legal services provided by a partnership firm of advocates/individual 
advocate other than a senior advocate to a business entity with an 
aggregate turnover up to such amount in the preceding financial year as 
makes it eligible for exemption from registration, are exempt from GST.   
Since M/s All-in-One started its business in February 2020, its turnover in 
the preceding financial year is zero making it eligible for exemption from 
registration in the preceding financial year and hence, the legal services 
provided to it are exempt from GST.]  

70,000  -  -  

  GST liability on inward supplies under reverse charge    -  -  

 

Q9. State person liable to pay GST in the following independent cases provided recipient is located in the taxable territory:  
(a) Services provided by an arbitral tribunal to any business entity.  
(b) Sponsorship services provided by a company to an individual.  
(c) Renting of immovable property service provided by the Central Government to a registered business entity. [ICAI Study Mat.] 
Answer: 
1. (a) Since GST on services provided or agreed to be provided by an arbitral tribunal to any business entity located in the taxable territory is 
payable under reverse charge, in the given case, GST is payable by the recipient - business entity.  
(b) GST on sponsorship services provided by any person to any body corporate or partnership firm located in the taxable territory is payable 
under reverse charge. Since in the given case, services have been provided to an individual, reverse charge provisions will not be attracted. 
GST is payable under forward charge by the supplier – company.  
(c) GST on services supplied by Central Government, State Government, Union territory/ local authority by way of renting of immovable 
property to a person registered under CGST Act, 2017 is payable under reverse charge. Therefore, in the given case, GST is payable under 
reverse charge by the recipient – registered business entity. 
 
Question 9(ii):-Panini Private Limited agrees to sponsor a sports event organized by Pink City Club in Jaipur. Panini 
Private Limited has paid an amount of ` 50,00,000 for   such sponsorship of the sports event. Consequently, said 
event was named the brand name of Panini Private Limited. Examine who is the person liable to pay tax in the given 
case. (ICAI Study Mat.) 

 
Answer:- Notification no 13/2017 CT (R) dated 28.06.2017 as amended (here in after referred to as reverse charge 
notification), provides that sponsorship services provided by any person to a body corporate or partnership firm located 
in the taxable territory, shall be liable to GST under reverse charge in the hands of recipient. In the present case, 
Pink City Club is the supplier of sponsorship services which is receiving the consideration in the form of sponsorship 
fee of ` 5,00,000 from Panini Private Limited, against the provision of sponsorship service.   Since the recipient of 
sponsorship services- Panini Private Limited is a body corporate, the tax on said services is payable by the recipient - 
Panini Private Limited, under reverse charge. 

Question 9(iii):- Arpan Singhania is a director in Narayan Limited. The company paid him the sitting fee amounting to ` 
25,000, for the month of January. Further, salary was paid to Arpan Singhania amounting to ` 1.5 lakh for the month 
of January on which TDS was also deducted as per applicable provisions under Income-tax law. Tapasya & Associates, in 
which Arpan Singhania is a partner, supplied certain professional services to Narayan Limited in the month of 
January for an amount of ` 2 lakh. Discuss the person liable to pay tax in each of the supplies involved in the given case. 
(ICAI Study Mat.) 

Answer:- 

 Sitting fee paid to director – As per reverse charge notification, tax on services supplied by a director of a company/ body 
corporate to the said company/ body corporate, located in the taxable territory, is payable under reverse charge. Hence, 
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in the present case, the sitting fee amounting to` 25,000, payable to Arpan Singhania by Narayan Limited, is liable to 
GST under reverse charge and thus, recipient of service - Narayan Limited – is liable to pay GST on the same. 

Salary paid to director - As per Circular No.140/10/2020 GST dated 10.06.2020, the part of director’s remuneration 
which is declared as salary in the books of a company and subjected to TDS under section 192 of the Income-tax Act, are 
not taxable being consideration for services by an employee to the employer in the course of or in relation to his 
employment in terms of Schedule III. Therefore, in the given case, the salary received by Arpan Singhania of ` 1.5 lakh is not 
liable to GST. 

Services provided by Tapasya & Associates – Tapasya & Associates have rendered certain professional services to Narayan 
Limited. The fact that Arpan Singhania is a partner in Tapasya & Associates and a director in Narayan Limited does not 
have any impact on the taxability of the professional services supplied by Tapasya & Associates to Narayan Limited. The 
professional services provided by Tapasya & Associates to Narayan Limited are liable to GST under forward charge and 
thus, supplier – Tapasya       & Associates – is liable to pay GST on the same. 
 

 

Q11. Determine who is liable to pay Goods and services Tax    [Additional Que] 

1. Reliance Insurance Ltd, paid commission of Rs 10 lakh to its agent Mr. Batra 
2. DLF ltd. Paid Rs 40 lakh for Sponsorship of IPL matches of BCCI. 
3. Legal service - consultancy provided by Ram Jeth Malpani, a senior advocate to Reliance Ltd. For Rs 20 lakh 
4. Legal service provided by Mr. A, Advocate or Firm of Advocate to Reliance Ltd. For Rs 2 lakh 
5. Representation service provided by Ram Jeth Malpani, a senior advocate to Reliance Ltd. For Rs 20 lakh 
6. Representation service provided by M/s ABC, legal firm to Reliance Ltd. For Rs 10 lakh 
7. Tata Ltd took services of Raj Transport for transferring goods from Factory to its show-Room and paid freight of 5 lakh 
8. Tata Ltd transferred goods from factory to showroom through its own truck. 
9. Service by whole-time director to a company 
10. Service by a Part-time Director to Company and consideration is Rs 10000. 
11. Renting of immovable Property by CG to Reliance Ltd Registered under GST For Rs 5 lakh p.m. 
12. Renting of immovable Property by CG to ABC not registered under GST For Rs 50000 p.m. 
13. Advertisement service provided by CG to Reliance Ltd for 4 lakh 
14. Angelia Jolie of USA provided service to Pappu ltd of India for Rs 10 lakh 
15. Omar of J&K provided services to Pappu Ltd of Delhi for Rs. 10 lakh 
16. HDFC Bank appointed Mr. A as recovery agent for recovery of their outstanding loans 

17. Services supplied by Mr.A, individual Direct Selling Agents (DSAs) to bank or non-banking financial company (NBFCs). What will be your 
answer, if PQR ltd. Is appointed as agent. 

18. Services supplied by any person by way of transfer of development rights or Floor Space Index (FSI) (including additional FSI) for construction 
of a project by a promoter for commercial construction. 

19. Long term lease of land (30 years or more) by A ltd against consideration in the form of upfront amount (called as premium, salami, cost, price, 
development charges or by any other name) of Rs 10 crore  and monthly rent (periodic rent) of Rs 1 lakh for construction of a project by a 
promoter for commercial construction. 

20. Lease of land for 25 years by A ltd. against consideration in the form of upfront amount of Rs 10 crore  and monthly rent (periodic rent) of Rs 1 
lakh for parking purpose. 

21. Services provided by business facilitator (BF) to ICICI Bank 
22. Services provided by an agent of business correspondent (BC) to business correspondent (BC). 
23. Security service provided by Mr. A to ABC Ltd., a registered person 
24. Security service provided by Mr. A to Department of CG/SG/UT or local authority or Governmental agencies which has taken registration under 

CGST Act, 2017 only for the purpose of deducting tax under section 51 of the said Act and not for making a taxable supply of goods or services 
25. Security service provided by Mr. A, to a registered person paying tax under section 10 of CGST Act 2017. 
26. Security service provided by M/s. ABC Ltd, to a registered person 
27. GTA provided service of goods transport by Road to Department of CG/SG/UT or local authority or Governmental agencies which has taken 

registration under CGST Act, 2017 only for the purpose of deducting tax under section 51 of the said Act and not for making a taxable supply of 
goods or services 

Answer: 
1. Reliance Insurance Ltd is liable to pay Goods & services tax on reverse charge. 
2. DLF Ltd. is the receiver of service in this case of sponsorship service. DLF ltd. Will be liable to pay Goods & services tax under reverse charge. 
3. Reliance Ltd is the receiver of service in this case of Legal service. Reliance Ltd Will be liable to pay Goods & services tax under reverse 

charge. 
4. Reliance Ltd is the receiver of service in this case of Legal service. Reliance Ltd Will be liable to pay Goods & services tax under reverse 

charge. 
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5. Reliance Ltd is the receiver of service in this case of Legal service. Reliance Ltd Will be liable to pay Goods & services tax under reverse 

charge. 
6. Reliance Ltd is the receiver of service in this case of Legal service. Reliance Ltd Will be liable to pay Goods & services tax under reverse 

charge. 
7. Tata Ltd is the receiver of service in this case of Goods Transport service. Tata Ltd Will be liable to pay Goods & services tax under reverse 

charge, if Raj transport is not paying GST under forward charge. 
8. No Goods & services tax liability, if Factory and showroom are in same state. However if Factory and showroom is in different state, then these 

are treated as distinct person. Hence GST liability will arise. 
9. No Goods & services tax, since it is outside the scope of service because service provided in course of employment. 
10. Goods & services tax will be payable by Company Under reverse charge. 
11. Goods & services tax will be payable by Reliance Ltd 

12. Goods & services tax will be payable by Government under forward charge 
13. Goods & services tax will be payable on Advertisement service (being business support service) by Reliance Ltd under Reverse charge. 
14. PAPPU LTD. Will be liable to pay Goods & services tax under reverse charge 
15. Omar of J&K is liable to pay GST. 
16. HDFC Bank is liable to pay GST under reverse charge. 
17. A banking company or a non-banking financial company, located in the taxable territory RECEIVING Service is liable to pay GST under 

Reverse charge. If PQR ltd. Appointed as agent, PQR ltd. Pay GST under forward charge. 
18. Promoter is liable to Pay GST under Reverse charge 
19. Promoter is liable to Pay GST under Reverse charge on upfront amount including periodic monthly rent. 
20. A Ltd. Is liable to Pay GST under Forward Charge, since it is not Long term lease of 30 years or more and not to promoter of real estate project. 
21. ICICI Bank, located in the taxable territory is liable to pay GST under reverse charge 
22. A business correspondent, located in the taxable territory is liable to pay GST under reverse charge 
23. If Security service provided by any person other than a body corporate to a registered person, A registered person, located in the taxable 

territory is liable to pay GST under reverse charge. Hence ABC Ltd is liable to pay GST under reverse charge. 
24. Mr. A is liable to pay GST under Forward charge on Security service provided to Department of CG/SG/UT or local authority or Governmental 

agencies which has taken registration under CGST Act, 2017 only for the purpose of deducting tax under section 51. 
25. Mr. A is liable to pay GST under Forward charge on Security service provided to a registered person paying tax under section 10 
26. ABC Ltd. Pay GST under Forward charge. 
27. GTA provided service of goods transport by Road to Department of CG/SG/UT or local authority or Governmental agencies which has taken 

registration under CGST Act, 2017 only for the purpose of deducting tax under section 51 is exempt from GST. 

 

Q12. Who is liable to pay GST in following cases 
(i) Services by Business Facilitator to Bank 
(ii) Services by Business Correspondent to Bank 
(iii) Services by agent to Business Facilitator  
(iv) Services by agent to Business Correspondent 

 
Answer: 

(i) Bank Pay GST under Reverse charge 
(ii) Business Correspondent Pay GST under Forward charge 
(iii) Agent Pay GST under Forward charge for Services by agent to Business Facilitator 
(iv) Business Correspondent Pay GST under Reverse charge for Services by agent to Business Correspondent 

 

Q13. Mr. P is an insurance agent of Saraogi General Insurance Company Ltd. Amount of commission up to June 30, 2018 was approximately 
` 5,00,000 every year. During July 1, 2018 and March 31, 2019, he is likely to get insurance commission ` 20,20,000 from the company. Mr. 
P is of the view that out of ` 20,20,000, ` 20,00,000 is not chargeable to GST and the balance ` 20,000 is taxable. Is he legally correct? Can 
he claim exemption available to small taxable persons? Discuss   

Answer: 
Generally, supplier of goods or services is liable for payment of GST. However in some cases, recipient of goods or services is liable to pay 
GST under reverse charge. In case of service supplied by an insurance agent to any person carrying on insurance business, the recipient of 
service will have to pay GST under reverse charge. No Exemption will be available to the Insurance Company. Mr.P, is not liable to pay GST, 
hence he is exempted from registration. 

Saraogi General Insurance Company Ltd. Is liable to pay GST @ 18% on 20,20,000 = 3,63,600 
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Q14. M/s Shakshi Associates a recovery agent (located in Chennai) empanelled by State Bank of India, Local Head Office, Nungambakkam, 
Chennai. The following service supplied M/s Shakshi Assocates in the month of Nov 20XX are as follows: 
(1) Fee of ` 2,25,825 for supply of services in relation to recovery of dues from the defaulting Borrowers at the place of business/occupation and if 
such Borrowers is/are unavailable at the place of business then at his/ her residence. 
(2) Supply of services with regard to demand for recovery or taking possession of the security from defaulting Borrowers, for which separate fee 
charge from the bank ` 55,175/- 
Find the following: 
(a) Is it supply of service. 
(b) If so, who is liable to pay GST. 
(c) Find the GST liability 
Note: Assume applicable rate of GST for recovery agent services @18%. 
Answer: 
(a) Yes. It is taxable supply of service 
(b) State Bank of India being recipient of service is liable to pay GST under RCM. 

(c) GST liability = ` 50,580 [i.e ` 2,25,825 + 55,175) x 18%] 

 
 
Q.17.  A book on GST written by Mr. Manoj Batra with marvellous analysis and allowed copyright to M/s Pooja Publisher to make 
copies for Rs 50 lac. Manoj Batra is Registered under GST and files declaration. Assume CGST – 9%, SGST – 9%, calculate GST and 
who is liable to Pay GST? 
Answer: 
An author can choose to pay tax under forward charge if- 

(i) he has taken registration under the CGST Act and filed  a  declaration, in  the  prescribed form, that he exercises the option to pay 
CGST on the said service under forward charge in accordance with section 9(1) of the CGST Act and to comply with all the 
provisions as they apply to a person liable for paying the tax in relation to the supply of any goods and/or  services and that he 
shall not withdraw the said option within a period of  1  year from  the  date of exercising such option; 

(ii) he makes a declaration on the invoice issued by him in prescribed form to the publisher. 
Hence, Manoj Batra is liable to pay GST under Forward charge.  CGST = 4, 50,000 and SGST = 4, 50,000 
 
Q.18. Anu Malik, a Music composer composed a song and allowed copyright to Producer of Movie (Yash Raj & sons) for Rs 10 lakh. 
Assume CGST – 9%, SGST – 9%, calculate GST and who is liable to Pay GST? What will be your answer if Annu Malik files a 
declaration 
Answer: 
Supply of services by a music composer, photographer, artist or the like by way of transfer or permitting the use or  enjoyment of  a 
copyright covered under clause (a) of sub- section (1) of section 13 of the Copyright Act, 1957 relating to original dramatic, musical or 
artistic works to a  music  company, producer or the like: Music company, producer or the like, (Recipient of service) located in the 
taxable territory is liable to pay GST under reverse charge 

(i) Hence, Producer of Movie (Yash Raj & sons) is liable to pay GST under Reverse charge. CGST = 90,000 and SGST = 90,000 

(ii) There is no concept of filing declaration in case of composer, hence Producer of Movie (Yash Raj & sons) is liable to pay GST 
under Reverse charge 

 

 Q.19. (i) Determine who is liable to Pay GST. 
Renting of Motor vehicles designed to carry passengers where the cost of fuel is included in the consideration charged 
 Supplier  Recipient Who is liable to Pay GST 

 By  to Reverse charge  Forward charge 

(1) Mr. A or AB partnership Firm 
(does not issue an invoice 
charging GST @12% to the 
service recipient) 

ABC ltd. ABC Ltd. Is liable to Pay GST 
under reverse charge 
[RCM Applicable, if supplier 
is non-body corporate and 
recipient is body corporate] 

-------- 

(2) Mr C (Individual), HUF, PQ  
(partnership  Firm) 

Mr., A or AB, a firm 
(Person other than 
Body Corporate) 

No RCM 
 

Mr C (Individual), HUF, 
PQ  (partnership  Firm) 
pay GST 

(3) PQR Ltd ABC ltd. No RCM PQR Ltd. Pay GST 
under Forward Charge  

(4) PQR Ltd Mr.A 
(Person other than 
Body Corporate) 

No RCM PQR Ltd. Pay GST 
under Forward Charge  

5 Mr. X – A person **, (not P Ltd. (Corporate P ltd pay GST under reverse Yes 
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registered in GST) Entity) charge 

6 Mr. X – A person **, (not 
registered in GST) 

Any person other 
than corporate 

No GST No GST 

 

Q.19. (ii) Renting of Trucks, cranes, JCB machines by Mr. A to ABC ltd.: whether reverse charge applicable 
Answer: Renting of Motor vehicles designed to carry passengers where the cost of fuel is included in the consideration charged  by 
any person other than body corporate to Body corporate is under reverse charge. 
In present case, Trucks, cranes, JCB machines are not Motor vehicles designed to carry passengers. Hence no question of reverse 
charge. 
 

Q.19. (iii)  Renting of Motor vehicles designed to carry passengers where the cost of fuel is not included in the consideration charged 
by Mr. A to ABC ltd. whether reverse charge applicable 
Answer: Renting of Motor vehicles designed to carry passengers where the cost of fuel is included in the consideration charged by any 
person other than body corporate to Body corporate is under reverse charge. 
Hence, it is not covered under reverse charge. 
 
Q.20. ABC Ltd., owner of 5 lac shares of HDFC ltd, has lended these shares to P ltd., through SEBI approved intermediary in terms of securities 
Lending Scheme, 1997. Lending Fee charged Rs 20,000. Who is liable to pay GST? 

Answer: 
Securities have been specifically excluded from the definition of goods as well as services. Thus Transaction in securities is not 
liable to GST.  
But, As Per Circular 119/38/2019: Supply of securities under Securities Lending scheme. 1997 by lender is taxable, as Lending is not 
disposal of securities. Borrower is liable to pay IGST under reverse charge on Lending Fee. Hence, P ltd. Is liable to Pay GST under reverse 
charge on lending Fee. 

 

Sec 9(5): ECO liable to pay GST 
 

Q28. Mr. Sanjay of New Delhi made a request for a Motor cab to "Super ride" for travelling from New Delhi to Gurgaon (Haryana). 
After Mr. Sanjay pays the cab charges using his debit card, he gets details of the driver Mr. Jorawar Singh and the cab's registration 
number. "Super ride" is a mobile application owned and managed by D.T. Ltd. located in India. The application "Super ride" 
facilitates a potential customer to connect with the persons providing cab service under the brand name of "Super ride". 
D.T. Ltd. claims that cab service is provided by Mr. Jorawar Singh and hence, he is liable to pay GST. With reference to the 
provisions of IGST Act, 2017, determine who is liable to pay GST in this case? 
Would your answer be different, if D.T. Ltd. is located in New York (USA)? Also briefly state the statutory provisions involved. 
            (Question for Practice) 
Answer: 
Section 5 of IGST Act, 2017 provides that tax on inter-State supplies of specified services notified by Government shall be paid by the 
electronic commerce operator (ECO) located in taxable territory if such services are supplied through it. Services by way of transportation of 
passengers by a motor cab supplied through ECO is one of the notified service  
OF GST 
Electronic commerce operator means any person who owns, operates or manages digital or electronic facility or platform for supply of goods 
or services or both, including digital products over digital or electronic network. 

 
Since DT Ltd. owns and manages a mobile application to facilitate supply of passenger transportation service in motor cabs over a digital 
network, it is an ECO. Thus, DT Ltd., an ECO located in India is liable to pay GST in the given case. 

 
However, where an ECO does not have a physical presence in the taxable territory, person representing ECO is liable to pay tax. Further, 
where ECO has neither the physical presence nor any representative in the taxable territory, person appointed by the ECO for the purpose of 
paying the tax is liable to pay tax.  
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Accordingly, if D.T. Ltd. is located in New York (USA), any person representing DT Ltd. for any purpose in India is liable to pay tax. Further, if 
D.T. Ltd. also does not have a representative in India, it shall appoint a person in India for the purpose of paying tax and such person shall be 
liable to pay tax. 

 

Q29. AB Pvt. Ltd., Pune provides house-keeping services. The company supplies its services exclusively through an e-commerce 
website owned and managed by Hi-Tech Indya Pvt. Ltd., Pune. The turnover of AB Pvt. Ltd. in the current financial year is ` 18 lakh.  
 
Advise AB Pvt. Ltd. as to whether they are required to obtain GST registration. Will your advice be any different if AB Pvt. Ltd. Sells 
readymade garments exclusively through the e-commerce website owned an and managed by Hi-Tech Indya Pvt. Ltd., ?  
 (Question for Practice)/ (Mock Mar 18/ Aug 18) 
Answer: 
As per section 22 of the CGST Act every supplier of goods or services or both is required to obtain registration in the State/ Union territory 
from where he makes the taxable supply if his aggregate turnover exceeds threshold limit in a financial year. 
 
However, section 24 of the said Act enlists certain categories of persons who are mandatorily required to registration, irrespective of their 
turnover. Persons who supply goods or services or both through such electronic commerce operator (ECO),who is required to collect tax at 
source under section 52, is one such person specified under clause (ix) of section 24. However, where the ECO is liable to pay tax on behalf 
of the suppliers of services under a notification issued under section 9(5), the suppliers of such services are entitled for threshold exemption. 
[See Note] 
 
Section 2(45) of the CGST Act defines ECO as any person who owns, operates or manages digital or electronic facility or platform for 
electronic commerce. Electronic commerce is defined under section 2(44) to mean the supply of goods or services or both, including digital 
products over digital or electronic network.  
Since Hi-Tech Indya Pvt. Ltd. owns and manages a website for e commerce where both goods and services are supplied, it will be classified 
as an ECO under section 2(45). 
 
Notification No. 17/2017 CT (R) dated 28.06.2017 issued under section 9(5) specifies services by way of house-keeping, except where the 
person supplying such service through ECO is liable for registration under section 22(1), as one such service where the ECO is liable to pay 
tax on behalf of the suppliers. 
 
In the given case, AB Pvt. Ltd. provides house-keeping services through an ECO. It is presumed that Hi-Tech Indya is an ECO which is 
required to collect tax at source under section 52. However, house-keeping services provided by AB Pvt. Ltd., which is not liable for 
registration under section 22(1) as its turnover is less than `20 lakh, is a service notified under section 9(5). Thus, AB Pvt. Ltd. will be entitled 
for threshold exemption for registration and will not be required to obtain registration even though it supplies services through ECO. 
 
In the second case, AB Pvt. Ltd. sells readymade garments through ECO. Such supply cannot be notified under section 9(5) as only supplies 
of services are notified under that section. Therefore, in the second case, AB Pvt. Ltd. will not be entitled for threshold exemption and will 
have to compulsorily obtain registration in terms of section 24(ix). 
  
Note: Persons making supplies of services, other than supplies specified under section 9(5) through an ECO who is required to collect tax at 
source under section 52, and having an aggregate turnover, to be computed on all India basis, not exceeding an amount of ` 20 lakh/ ` 10 
lakh as the case may be, in a financial year, have been exempted from obtaining Registration vide Notification No. 65/2017 CT dated 
15.11.2017. 
 
 
Q30. A hotel owner provided accommodation in Haryana, through an electronic commerce operator – Cool Trips. The hotel owner is not liable 
to get registered as per the provisions of section 22(1) of the CGST Act. Who is the person liable to pay GST in this case? Would your answer 
be different if the Electronic Commerce Operator Cool Trips does not have a physical presence in India?  [ICAI Study Mat.] 
Answer: 
Government may notify [on the recommendations of the GST Council] specific categories of services the tax on intra-State supplies of which 
shall be paid by the electronic commerce operator if such services are supplied through it. Services by way of providing accommodation in 
hotels through electronic commerce operator is a specified service for said purpose except where the person supplying such service through 
electronic commerce operator is liable for registration under section 22(1) of the CGST Act. Thus, person liable to pay GST in this case is the 
Electronic Commerce Operator Cool Trips. All the provisions of the GST law shall apply to such electronic commerce operator as if he is the 
supplier liable for paying the tax in relation to the supply of such services. Cool Trips does not have a physical presence in India, person liable 
to pay tax is the person representing the Electronic Commerce Operator -Cool Trips for any purpose in India. 
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Q31. XYZ Ltd., New Delhi, manufactures biscuits under the brand name ‗Tasty picks‘. Biscuits are supplied to wholesalers and 
distributors located across India on FOR basis from the warehouse of the company located at New Delhi. The company uses 
multiple modes of transport for supplying the biscuits to its customers spread across the country. The transportation cost is 
shown as a line item in the invoice and is billed to the customers with a mark-up of 2% on total amount of freight paid (inclusive of 
taxes). 
 
Flour used for the production process is procured from vendors located in Madhya Pradesh on ex-factory basis. The company 
engages goods transport agencies (GTA) to transport the flour from the factories of the vendors to its factory located in New Delhi. 
 
The company has provided the following data relating to transportation of biscuits and flour in the month of April 20XX: 

- For sales within the NCR region (` 20, 00,000), the company arranged a local mini-van belonging to an individual and paid him ` 
54,000. 

- For sales to locations in distant States (` 1, 78, 00,000), the company booked the goods by Indian Railways and paid rail freight of 
` 3, 17,000. 

- For sales to locations in neighbouring States (` 55, 00,000), the company booked the goods by road carriers (GTAs) and paid road 
freight of ` 3, 73,000. Out of the total sales to neighbouring States, goods worth ` 10, 00,000 were booked through a GTA which 
paid tax @ 12%. Freight of ` 73,000 was paid to such GTA. 

- For purchase of flour from Madhya Pradesh (` 25,00,000), the company booked the goods by a GTA and paid road freight of  
55,000. 

- For purchase of butter from Punjab (` 15,00,000), the company booked the goods by a GTA and paid road freight of ` 35,000. 

- For local purchase of baking powder, the company booked the goods by a GTA in a single carriage and paid road freight of  1,500. 

- For transferring the biscuits (open market value - ` 4,00,000) to one of its sister concern in Rajasthan, the company booked the 
goods by a GTA and paid road freight of ` 40,000. 

(i) Based on the particulars given above, compute the GST payable on the amount paid for transportation by XYZ Ltd. when it avails 
the services of different transporters. 
 
(ii) Compute the GST charged on transportation cost billed by the company to its customers. 
Note: - Assume the rate of GST on transportation of goods to be 5% [except where any other rate is specified in the question] and 
GST on supply of biscuits to be 12%. (Question for Practice)/ (RTP Nov 18) (Mock Test April 19) 
 
 
Answer: 
 (i) Computation of GST payable on amount paid for transportation by XYZ Ltd. when it avails the services of different transporters. 
 

Particulars  Freight 
GST 
payable 

Transportation of biscuits in a local minivan belonging to an individual [Only the transportation of goods by road 
by a GTA is liable to GST. Therefore, transportation of goods by road otherwise than by a GTA is exempt from 
GST – Notification No. 12/2017 CT (R) & 9/2017 IT (R) both dated 28.06.2017.} 

54,000  Nil 

Transportation of biscuits by Indian Railways 3,17,000  15,850 

Transportation of biscuits by GTA [GST is payable by XYZ Ltd. under reverse charge in terms of section 5(3) of 
the IGST Act, 2017 read with Notification No. 10/2017 IT (R) dated 28.06.2017.] 

3,00,000  15,000 

Transportation of biscuits by GTA @ 12% [When the GTA pays tax @ 12%, tax is payable by the GTA under 
forward charge and not by the recipient under reverse charge - Notification No. 10/2017 IT (R) dated 28.06.2017.] 

73,000  8,760 

Transportation of flour by GTA [Services provided by GTA by way of transport (in a goods carriage) of, inter alia, 
flour are exempt from GST vide Notification No. 9/2017 IT (R) dated 28.06.2017.] 

55,000  Nil 

Transportation of butter by GTA [Though services provided by GTA by way of transport (in a goods carriage) of, 
inter alia, milk is exempt from GST vide Notification No. 9/2017 IT (R) dated 28.06.2017, road transport of butter 
will not be exempted as butter is milk product and not milk. GST is payable by XYZ Ltd. under reverse charge in 
terms of section 5(3) of the IGST Act, 2017 read with Notification No. 10/2017 IT (R) dated 
28.06.2017.] 

35,000  1,750 

Transportation of baking powder by GTA [Services provided by a GTA by way of transport in a goods carriage of 
goods, where consideration charged for the transportation of goods on a consignment transported in a single 

1,500  Nil 
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carriage does not exceed ` 1,500, are exempt from GST vide Notification No. 9/2017 IT (R) dated 28.06.2017.] 

Transportation of biscuits by GTA to sister concern [GST is payable by XYZ Ltd. under reverse charge in terms of 
section 5(3) of the IGST Act, 2017 read with Notification No. 10/2017 IT (R) dated 28.06.2017.] 

40,000  2,000 

Total tax payable by XYZ Ltd. on availing services of different transporters 
 

43,360 

 
 
 
 
 
 
 
 
(ii) Computation of GST charged on transportation cost billed by XYZ Ltd. to its customers 
 
Since XYZ Ltd. is supplying biscuits on FOR basis, the service of transportation of biscuits gets bundled with the supply of biscuits. Thus, the 
supply of biscuits and transportation service is a composite supply, chargeable to tax at the rate applicable to the principal supply (biscuits) 
i.e., 12% [Section 8(a) of the CGST Act, 2017 read with the definition of ‗composite supply‘ under section 2(30) of the CGST Act, 2017 and 
‗principal supply‘ under section 2(90) of the CGST Act, 2017]. 

 
OF Particulars  

Freight paid [`] 
[A] 

GST paid on freight [B] 
Freight billed 
(with mark-up @ 
2% on [A] +[B]) 

GST charged @ 
12%  

Transportation of biscuits in a local minivan 
belonging to an individual 

54,000  -  55,080  6,610 

Transportation of biscuits by Indian Railways 3,17,000  15,850  3,39,507  40,741 

Transportation of biscuits by GTA  3,00,000  15,000  3,21,300  38,556 

Transportation of biscuits by GTA @ 12%  73,000  8,760  83,395  10,007 

Total tax charged by XYZ Ltd. on 
transportation cost billed to the customers* 

 
  

95,914 

 
*Note: It has been assumed that there is no mark-up on transportation cost billed to sister concern (non-customer). 
 

Sec 10: Composition levy 
 
Q37. 

PREVIOUS YEAR CURRENT YEAR 

GOODS  130 Lakh  GOODS  140 Lakh 

Interest/Discount income on supply of service of 
Deposit/loan or advance 

22 lakh  
Interest/Discount income on supply of service of 
Deposit/loan or advance 

30 lakh 

Determine, whether eligible for composition scheme. What will be the tax liability in current year. 
Ans Aggregate Turnover in P.Y = 130 lakh (i.e less than 1.5 crore), Interest/Discount not included in Aggregate T.O  
As per Explanation to Section 10(1), interest/Discount Service income not considered in limit of value of 10% of turnover in a State in P.Y 
or 5 lakh rupees, whichever is higher. It means he can provide service of 10% Limit ( i.e 13 lac) in addition to interest/ Discount 
service of Deposit/loan or advance Hence, Composition scheme is eligible. 
GST liability for Current year = 140 lakh × 1% = 1.4 lakh 
As per Explanation 2 to Sec 10 — For the purposes of determining the tax payable by a person under this section, the expression ―turnover in State 
or turnover in Union territory‖ shall not include the value of exempt supply of services provided by way of extending deposits, loans or advances in so 
far as the consideration is represented by way of interest or discount 

 

Rates of tax under the composition levy scheme [Section 10(1) read with rule 7 
Q39. M/s Heeralal and Sons registered in Karnataka has opted to avail the benefit of composition scheme under Sec 10(1). It has 
furnished the following details for the tax period ended on 30-06-20XX. 
 

S. No. Items 
 

(i)  Taxable turnover of goods within the State  15,00,000 

(ii)  Exempted turnover of goods within the State  17,00,000 

 Total Turnover  32,00,000 
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Using the above information, calculate tax to be paid by the firm for the tax period ended on 30.06.20XX in following independent 
situations: 
(i) M/s Heeralal and Sons is a manufacturer 
(ii) M/s Heeralal and Sons is a trader    (Question for Practice)/ (Nov 18) 
Answer: 

Computation of amount payable under composition scheme   

(i) If M/s Heeralal and Sons is a manufacturer: 

Tax is to be paid @ 1% (CGST+ SGST) of the turnover in the State as under: 

1% of ` 32, 00,000 [` 15, 00,000 + 17,00,000] 

= ` 32,000 [CGST = ` 16,000 and SGST = ` 16,000] 

 

(ii) If M/s Heeralal and Sons is a trader: 

Tax is to be paid @ 1% (CGST+ SGST) of the turnover of taxable supplies of goods and services in the State as under: 

= 1% of ` 15, 00,000 

= ` 15,000 [CGST = ` 7,500 and SGST = ` 7,500] 

 

(CA Final July 21): Question 2 (a) 

Mr. Yash, doing business in the State of Kerala, commenced his business in the month of April 2020 and provides the following further 

information.  

(i) His intra-State turnover for the first two quarters was as follows:   

April, 2020 - June, 2020 - ` 20 lakh  

July, 2020 - September, 2020 - ` 100 lakh  

(ii) In each of the quarters, exempt supply made by him was 25% of the total turnover for the said quarter.  
(iii) Since the product supplied by him was eligible for composition scheme, he opted for registration under composition scheme 

with effect from 1st July, 2020.  
You are required to compute the tax payable by Mr. Yash under GST laws from the above information:  
(i) If he is a manufacturer  
(ii) If he is a trader  (5 Marks)  

 
Answer   
As per section 10 of the CGST Act, 2017 read with rule 7 of the CGST Rules, 2017, a registered person opting for composition levy for 

goods pays tax at the rates mentioned below during the current FY, in lieu of the tax payable by him under regular scheme:  

Manufacturers, other than manufacturers of 
notified goods  

1% (½% CGST+ ½% SGST/UTGST) of the  
turnover in the State/ Union territory  

Trader   1% (½% CGST+ ½% SGST/UTGST) of turnover of taxable supplies of goods & 
services in the State/ Union territory  

Turnover prior to getting registered will not be considered for determining the turnover in a State/Union Territory.  
(i)  If Mr. Yash is a manufacturer  

CGST = ` 100 lakh x 0.5% = ` 50,000  

SGST = ` 100 lakh x 0.5% = ` 50,000  
(ii)   If Mr. Yash is a trader  

CGST = ` 75 lakh (as 25% of turnover is exempt) x 0.5% = ` 37,500  
SGST = ` 75 lakh (as 25% of turnover is exempt) x 0.5% = ` 37,500 
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Q47. Shubhlaxmi Foods is engaged in supplying restaurant service in Maharashtra. In the preceding financial year, it has a turnover 
of 140 lakh from the restaurant service. You are required to advise Shubhlaxmi Foods whether it is eligible for composition scheme 
in the current year assuming that in the current financial year, his turnover is expected to be ` 130 lakh from supply of restaurant 
services and 10 lakh from the supply of farm labour in said State. Further, it also expects to earn bank interest of ` 20 lakh from the 
fixed deposits. 
 
Also compute the estimated tax payable by Shubhlaxmi Foods in the current FY.   (Question for Practice) 
 
Answer: 
As per section 10(1) of the CGST Act, 2017 read with Notification No. 14/2019 CT dated 7.03.2019, a registered person, whose aggregate 
turnover in the preceding financial year did not exceed ` 1.5 crore, mayopt to pay, in lieu of the tax payable by him, an amount calculated at 
the specified rates if, inter alia, he is not engaged in the supply of services other than restaurant services.  
 
However, the scheme permits supply of other marginal services for a specified value along with the supply of goods and restaurant service, 
as the case may be. Such marginal services can be supplied for a value up to 10% of the turnover in the preceding year or ` 5 lakh, 
whichever is higher. 
 
It is important to note that the exempt services are included in the definition of aggregate turnover [Section 2(6) of the CGST Act, 2017]. 
However, as per explanation to section 10, the value of supply of exempt services by way of extending deposits, loans or advances in so far 
as the consideration is represented by way of interest or discount, shall not be taken into account – 
(i) for determining the eligibility for composition scheme under second proviso to section 10(1) i.e. supplying services of value not exceeding 
10% of the turnover in the preceding financial year in a State or ` 5 lakh, whichever is higher; 
 
(ii) in computing aggregate turnover in order to determine eligibility for composition scheme. 
 
Thus, exempt services shall also be considered for determining the eligibility for composition scheme under second proviso to section 10(1) 
and in computing aggregate turnover in order to determine eligibility for composition scheme. The only exception is interest received from 
deposits, loans etc. 
In the given case, the aggregate turnover of Shubhlaxmi Foods from restaurant services in the preceding FY is ` 140 lakh. Therefore, it is 
eligible to opt for composition scheme in the current FY. 
 
Further, apart from restaurant services, it can provide services upto ` 14 lakh [i.e. 10% of ` 140 lakh or ` 5 lakh, whichever is higher], in the 
current FY.  As already seen, bank interest of ` 20 lakh from fixed deposits will not be considered while determining this limit. 
Further, Shubhlaxmi Foods is expected to provide the exempt services of supply of farm labour worth ` 10 lakh in current financial year. 
Thus, turnover of supply of farm labour [` 10 lakh] along with the turnover of restaurant services [` 130 lakh] will be eligible for composition 
scheme, in the current financial year. 
 
Tax rate applicable for restaurant services under composition scheme is 5% [2.5% CGST and 2.5% SGST]. Estimated tax payable by 
Shubhlaxmi Foods is as under: 
= ` 140 lakh [` 130 lakh + ` 10 lakh] × 5% 
= ` 7 lakh [CGST = ` 3.5 lakh and SGST = ` 3.5 lakh] 

 
 
 

Question 16:-(i) Examine whether the suppliers are eligible for composition levy  under section 10  of  the 

CGST Act, 2017 in the following independent cases in the beginning of  the current financial year. 

(a) Technology Enterprises, registered in Jalandhar, Punjab, is engaged in manufacturing 
computer systems. Its aggregate turnover in the preceding financial year is ₹ 125 lakh. 
Technology Enterprises supplies the computer systems manufactured by it within the 
State of Punjab only. With a view to expand its business operations, it will also  start  
providing  the  repairing services of computer systems in the current financial year. 

(b) M/s. Siddharth & Sons, registered in Delhi, owns a restaurant „Tasty  Foods‟  with a 
turnover of ₹ 112 lakh in the preceding financial year. In view of the growing customer 
demand, it will also start intra-State trading of beverages in Delhi. 

(c) Sitaram Associates, registered in Sikkim, is engaged in running a food chain „Veg 
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Kitchen‟ in the State. It has a turnover of ₹ 73 lakh in the preceding financial year. In the 
current financial year, it decides to shut down the food  chain owing to huge losses 
being incurred in the said business. Instead, it will start providing intra-State architect 
services. 

(d) Deepti Services Ltd., registered in Uttarakhand, is exclusively providing hair styling 
services. It has turnover of ₹ 34 lakh in the preceding financial year. 

Will your answer be different, if Deepti Services Ltd. also  start  supplying  beauty products alongwith 

providing hair styling services in  the  current  financial year? 

(ii) Varun & Arun Associates started a partnership firm of architects in Bhopal (Madhya Pradesh) on 
01.04.2020. The firm provides architecture services, in  Madhya  Pradesh. It provided the following details 
of its turnover: 

April - June ₹ 20 lakh 

July - Sept ₹ 30 lakh 

Oct - Dec ₹ 20 lakh 

The firm has obtained the registration under section 22 of the CGST Act, 2017 and pays tax under 

composition scheme. Determine the tax liability of Varun & Arun Associates for the quarters: Apr-Jun, Jul-
Sept and Oct-Dec. 

Note: The rates of tax on architectural services are CGST- 9% and SGST-9%. 

Answer:-  (i) As per section 10(1) of the  CGST  Act,  2017,  the  following  registered  persons,  whose 
aggregate turnover in the preceding financial year did not  exceed  ₹ 1.5 crore, may opt to pay tax under 
composition levy: 

(i) Manufacturer, 

(ii) Persons engaged in making supplies referred to in clause (b) of paragraph 6 of 

Schedule II (restaurant services), and 

(iii) Any other supplier eligible for composition levy. 

The composition scheme under sub-sections (1) and (2) of section  10  can  essentially be availed in 
respect of goods and only one service namely, restaurant service. However, the scheme permits supply of 
other marginal services for a specified value along with the supply of goods and restaurant service, as the 
case may be. Such marginal services can be supplied for a value up to 10% of  the  turnover in the 
preceding year or ₹ 5 lakh, whichever is higher. Further, the  registered person should not be engaged in 
making  any  inter-State  outward supplies of goods. 

Furthermore, newly inserted section 10(2A) of the CGST Act, 2017  provides  an option to a registered 
person, who is not eligible to pay tax under section 10(1) and 10(2), of paying tax @ 6% (CGST-3% and 
SGST/UTGST-3%)  provided  his aggregate turnover in the preceding financial year is upto  ₹ 50 lakh.  
Said person  can pay tax @ 6% of the turnover in State or turnover in Union territory up to an aggregate 
turnover of ₹ 50 lakh, subject to specified conditions. One of such condition is that the registered person 
should not be engaged in making any inter - State outward supplies of goods or services. 

In view of the above-mentioned provisions, the answer to the given independent  cases is as 

under:- 

(a) The turnover limit for being eligible for composition scheme under under sub- sections 
(1) and (2) of section 10 of the CGST Act,  2017  for  Jalandhar  (Punjab) is ₹ 1.5 crore 
in the preceding financial year. Thus, Technology Enterprises can opt for said 
composition scheme as its aggregate turnover is less than ₹ 1.5 crore in the preceding 
financial year and it is making intra-State supplies. Further, since the registered person 
opting for composition scheme can also supply services (other than restaurant services) 
for a value up to 10% of the turnover in the preceding year or ₹ 5 lakh, whichever is 
higher. Thus, Technology Enterprises can supply repair services up to a value of ₹ 12.5 
lakh [10% of ₹125 lakh] in the current financial year. 

(b) In the given case:- 
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(i) the turnover in the preceding year is less than the eligible turnover limit under 
composition scheme under sub-sections (1) and (2) of section 10 of the CGST Act, 
2017 for Delhi, i.e. ₹ 1.5 crore. 

(ii) the supplier is engaged in providing restaurant service which is an eligible supply 

under said composition scheme. 

(iii) the supplier wants to engage in trading of goods which is also an eligible supply 
under said composition scheme. 

Thus, M/s. Siddharth & Sons is eligible for composition scheme under sub- sections (1) and (2) of section 10 

of the CGST Act, 2017. 

(c) The turnover limit for being eligible for composition scheme under sub-sections 
(1) and (2) of section 10 of the CGST Act, 2017 for Sikkim is ₹ 75 lakh in the preceding 
financial year. However, a registered person who is exclusively engaged in supplying 
services other than  restaurant services are not eligible   for said composition scheme. 

Thus, Sitaram Associates cannot opt for composition scheme under sub-sections (1) and (2) of section 
10. 

However, the benefit of composition scheme under section 10(2A)  of  the  CGST Act, 2017 is available in 
case of a registered person who  is  not eligible  to pay tax under sub-sections (1) and (2) of section 10 
provided its aggregate turnover in the preceding financial year does not exceed ₹ 50 lakh. Thus, in view of 
the above-mentioned provisions, Sitaram Associates cannot avail the benefit of composition scheme under 
section 10(2A) also as its aggregate turnover in the preceding financial year is more than ₹ 50 lakh. 

(d) A service provider can opt for the composition scheme under sub-sections (1) and (2) of 

section 10 of the CGST Act, 2017 only if he is engaged in supply of restaurant services. 
Said scheme permits supply of marginal services for a specified value, but only when the 
same are supplied along with goods and/ or restaurant service. 

Since Deepti Services Ltd.is exclusively engaged in supply of services other  than restaurant services, it is 

not eligible for composition scheme sub-sections 
(1) and (2) of section 10 even though its turnover in the preceding year is less than ₹ 75 
lakh, the eligible turnover limit for Uttarakhand. 

However, since Deepti Services Ltd. is not eligible to opt for composition  scheme under sub-sections (1) 
and (2) of section 10 and  its  aggregate  turnover in the preceding financial year does not exceed ₹ 50 
lakh, Deepti Services Ltd.is entitled to avail benefit of composition scheme under section 10(2A) of the 
CGST Act, 2017 in the current financial year. 

Further, the answer will remain the same even if Deepti Services Ltd. also start supplying beauty products 
alongwith providing hair styling services in  the current financial year since it fulfils the conditions laid down 
for availing the benefit of composition scheme under section 10(2A) of the CGST Act. It can avail the 
benefit of composition scheme under section 10(2A) till the time its aggregate turnover in the current year 
doesn‟t exceed ₹ 50 lakh. 

(ii) The composition scheme under sub-sections (1) and (2) of section 10 of the CGST  Act, 2017 is available 
in case of goods and restaurant service. Further, marginal services upto specified limit can be provided 
along with the supply of goods or restaurant service, as the case may be. Since, in the given case, Varun 
& Arun Associates is supplying services other than restaurant services, it  is not eligible to  pay tax under 
sub-sections (1) and (2) of  section 10.  However, section 10(2A)  of  the CGST Act, 2017 provides an 
option to a registered person, who is not eligible to pay tax under sub-sections (1) and (2) of section 10, of 
paying tax @ 6% (CGST-3% and SGST/UTGST-3%) provided his aggregate turnover in the preceding 
financial year is upto ₹ 50 lakh. Said person can pay tax @ 6% of the turnover in State or turnover in Union 
territory up to an aggregate turnover of ₹ 50 lakh, subject to specified conditions. 

In the given case, Varun & Arun Associates has started the supply of services in the current financial year. 
Therefore, its aggregate turnover in the preceding financial year is Nil. Consequently, it is eligible to avail the 
benefit of composition scheme under section 10(2A) of the CGST Act in the current financial year. It 
becomes  eligible for the registration when its aggregate turnover exceeds ₹ 20 lakh. While registering 
under GST, it has to opt for composition scheme under section 10(2A). 
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For determining its turnover of the State for payment of tax under  composition scheme for services, 
turnover of April-June quarter [₹ 20 lakh] shall be excluded as the value of supplies from the first day of 
April of a  financial year up  to  the date  when such person becomes liable for registration under this Act 
are to be excluded  for this purpose. 

On next ₹ 30 lakh [turnover of July-Sept quarter], it shall pay tax @ 6% [3% CGST and 3% SGST], i.e. 
CGST ₹ 90,000 and SGST ₹ 90,000. 

By the end of July-Sept quarter, its aggregate turnover reaches ₹ 50 lakh*. 

Consequently, its option to avail composition scheme under section 10(2A)  shall lapse by the end of July-
Sept quarter and thereafter, it is required to pay tax at the normal rate. Thus, the tax payable for Oct-Dec 
quarter is ₹ 20 lakh × 9%, i.e. CGST 

- ₹ 1,80,000 and SGST - ₹ 1,80,000. 

*Note - While computing aggregate turnover for determining Varun & Arun  Associates‟ eligibility to pay 

tax under composition scheme, value of supplies from  the first day of April of a financial year up to the 
date when such person becomes liable for registration under this Act (i.e. turnover of April-June  quarter),  
are  included. 
 

 

Q72. M/s. Ranveer Industries, registered in Himachal Pradesh, is engaged in making inter-State supplies of readymade garments. 
The aggregate turnover of M/s. Ranveer Industries in the preceding financial year is ` 90 lakh. It has opted for composition levy in 
the current financial year and paid tax for the July-Sep quarter of current year under composition levy.  

The proper officer has levied penalty for wrongly availing the scheme on M/s. Ranveer Industries in addition to the tax payable by it. 

Examine the validity of the action taken by proper officer.    (Question for Practice)/ (Nov 18) 

 
Answer: 
As per section 10 of the CGST Act, 2017, a registered person, whose aggregate turnover in the preceding financial year did not exceed ` 1.5 
crore in a State/UT [` 75 lakh in case of Special Category States except Assam, Himachal Pradesh and Jammu and Kashmir], may opt for 
composition scheme.  

However, he shall not be eligible to opt for composition scheme if, inter alia, he is engaged in making any inter-State outward supplies of 
goods. 

In the given case, since M/s Ranveer Industries is engaged in making inter-State supplies of readymade garments, it is not eligible to opt for 
composition scheme in current year irrespective of its turnover in the preceding FY.  

Further, if the proper officer has reasons to believe that a taxable person has paid tax under composition scheme despite not being eligible, 
such person shall, in addition to any tax payable, be liable to a penalty.  

Thus, the action taken by the proper officer of levying the penalty for wrongly availing the composition scheme is valid in law. 

Q76. B & D Company, a partnership firm, in Nagpur, Maharashtra is a wholesaler of a taxable product ‗P‘ and an exempt product ‗Q‘. 
The firm supplies these products only in the eastern part of Maharashtra.  
 
All the procurements (both goods and services) of the firm are from the suppliers registered under regular scheme in the State of 
Maharashtra. The firm pays tax under composition scheme.  
 
B & D Company has furnished the following details with respect to its turnover (exclusive of taxes) and stock (exclusive of taxes): 
 

Particulars  Turnover for the quarter ended 30.06.20XX  Turnover for the quarter ended 30.09.20XX  

‗P‘ 60,00,000 50,00,000 

‗Q‘ 17,65,000 17,00,000 

 

Particulars  
Stock as on 
30.06.20XX 

Stock as on 
30.09.20XX 

Stock as on 
31.10.20XX 
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‗P‘ 25,00,000 10,00,000 3,60,000 

‗Q‘ 10,00,000 2,00,000 1,20,000 

 
 
The entire stock of the products ‗P‘ and ‗Q‘ available with the firm as on 30.09.20XX is purchased during the said half year except a 
consignment of product ‗P‘ valuing ` 3,00,000, which was purchased in the April month of the preceding financial year. In the 
current financial year, in the month of October, no purchases were made, and the products were sold with a profit margin of 20% on 
sales [exclusive of taxes]. 
The extract of the only bill book maintained by the firm showed the following details - 

Bill 
No. 

Date  Value of products (exclusive of taxes) 

  ‗P‘ ‗Q‘ Total 

2306 01.10.20XX 2,00,000 3,000 2,03,000 

2307 01.10.20XX 1,36,000 2,250 1,38,250 

2308  02.10.20XX  67000  39,250  1,06,250 

2309  03.10.20XX  58,750  33,750  92,500 

2310  05.10.20XX  1,00,000  -  1,00,000 

2311  06.10.20XX  94,000  6,000  1,00,000 

2312  06.10.20XX  -  17,000  17,000 

2313  08.10.20XX  50,000  6,000  56,000 

2314  09.10.20XX  60,000  9,000  69,000 

2315  ……………..  ……………..  ……………..  …………….. 

……….  ……………..  ……………..  ……………..  …………….. 

 
The details of services availed by B & D Company is as follows:  
 

S. 
No. 

Particulars  
 

(i)  
Freight paid to Goods Transport Agency during the period April 20XX to October 20XX. Assume equal amount of 
freight is paid each month on the 10th day of each month. Also, assume that the goods for which the freight is 
paid on 10th day of the month are transported between 11th to 20thday of the month. 

1,40,000 

(ii)  

Special packing charges paid to a Packing Company, having expertise in such specialized packing, during the 
period January 20XX to October 20XX. The packing charges are paid for the goods which are transported 
between 11th to 20th day of the month (as mentioned in point (i)above). The goods are packed on 10th day and 
then transported from 11th day onwards. Assume equal amount of packing charges are paid each month on the 
9th day of each month. 

3,00,000 

All the above amounts are exclusive of taxes, wherever applicable.  
Compute the net GST liability of B & D Company for the period April, 20XX to October, 20XX under composition scheme showing 
calculations for each quarter separately.  
 
Note: Make suitable assumptions wherever required. Rate of CGST and SGST on service of transportation of goods by GTA is 2.5% 
each. Stock is valued at cost price.    (RTP  May 19) /(Question for Practice) 
 
Answer: 
As per section 10(3) of the CGST Act, 2017 read with Notification No.14/2019 CT dated 07.03.2019 as amended, the option availed of by a 
registered person to pay tax under composition scheme shall lapse with effect from the day on which his aggregate turnover during a financial 
year exceeds ` 1.5 crore [` 75 lakh in case of Special Category States except Assam, Himachal Pradesh and Jammu and Kashmir].  
 
As per section 2(6) of the CGST Act, 2017, aggregate turnover means the aggregate value of all taxable supplies (excluding the value of 
inward supplies on which tax is payable by a person on reverse charge basis), exempt supplies, exports of goods or services or both and 
inter-State supplies of persons having the same PAN, to be computed on all India basis but excludes CGST, SGST/UTGST, IGST and GST 
Compensation Cess.  
 
In the given case, the firm is registered under the composition scheme in the State of Maharashtra. The aggregate turnover of the firm 
exceeds` 1.5 crore on 03.10.20XX [aggregate of both taxable and exempt turnover from 01.04.20XX to 03.10.20XX, i.e. ` 1,50,05,000 (` 
1,44,65,000 +` 2,03,000 + ` 1,38,250 + ` 1,06,250 + `92,500)] 
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The inward supplies of goods transportation services in respect of which the firm has to pay tax under reverse charge have not been included 
in the aggregate turnover in terms of section 2(6) of the CGST Act, 2017. The tax is payable under reverse charge on such services as the 
applicable rate of tax on such services is given as 5% and not 12%, in which case the GTA would have been liable to pay tax under forward 
charge [Notification No.13/2017 CT (R) dated 28.06.2017 as amended]. 
Thus, the firm will have to pay tax under regular scheme (Section 9 of the CGST Act, 2017) from 03.10.20XX. 
 
Output tax liability of B & D Company under composition scheme 
 
During the period when the firm pays tax under composition scheme, i.e. from 01.04.20XX to 02.10.20XX, tax will be payable on quarterly 
basis and no ITC will be available [Section 10(4) read with sub-sections (2) and (7) of section 39 of the CGST Act, 2017]. Further, since the 
firm is trading in goods, tax will be payable @ ½% [Effective rate - 1% (½% CGST + ½%SGST)] of the turnover of taxable supplies of goods 
and services (i.e. ‗P‘) in the State [Section 10(1) read with rule 7 of CGST Rues, 2017]. 
The tax liability for the quarters ended June, 20XX, September, 20XX and December, 20XX under composition scheme will be computed as 
under. 
 

Particulars  
Quarter ended 
30.06.20XX 
 

Quarter ended 
30.09.20XX 
 

Quarter ended 
31.12.20XX 

Turnover of ‗P‘ 
(Taxable supplies) 

60,00,000  50,00,000  
4,03,000 [2,00,000 
+ 1,36,000 + 
67,000] 

CGST @ 0.5% [A1]  30,000  25,000  2015 

SGST @ 0.5% [B1]  30,000  25,000  2015 

Inward supply on which tax is payable 
under reverse charge [Service of 
goods transportation availed from a 
GTA @ 5%] 

60,000 
[(1,40,000/7) x 3] 

60,000 
[(1,40,000/7) x 3] 

Nil [Paid on 10th day for goods 
transported between 11th to 20th 
day of the month, so the same will 
be assessed under regular scheme] 

CGST @ 2.5% [A2]  1,500  1,500  - 

SGST @ 2.5% [B2]  1,500  1,500  - 

Total CGST [A1 + A2] 31,500  26,500  2015 

Total SGST [B1 + B2] 31,500  26,500  2015 

Total CGST liability for the period from 01.04.20XX to 02.10.20XX                      60,015 [31,500 + 26,500 + 2015] 

Total SGST liability for the period from 01.04.20XX to 02.10.20XX                      60,015 [31,500 + 26,500 + 2015] 

 

 

 

 

 

 

COMPUTATION OF TAX LIABILITY 
Q82. Sukhdev is a mining engineer. He has crossed the threshold limit for registration under the GST law and is duly registered in the State of 
Maharashtra. He effects the following transactions in the month of March, 2019 and wants you to compute the tax payable in cash. He has 
filed bond/ LUT to claim benefits from zero-rated supplies. The following are the particulars furnished by him. 

SI. 
No 

Particulars  
Value of 
supply in ` 

(a)  
Sukhdev, being an operating member in mining and exploration services at Mumbai High, has provided certain 
services to the Joint Venture (JV) in which he is also a participant. He believes that the consideration received from 
the JV is 'Cost Petroleum' and not taxable. 

12,00,000 

(b)  He has purchased certain machinery from outside the State, to render services to the JV at Mumbai High. 6,00,000 

(c)  
He has obtained legal opinion from a local firm of advocates to enter into the contract with the JV, for providing 
services to it. 

1,00,000 

(d)  He has obtained accommodation from the State Government to locate his office close to the sea shore. 2,00,000 
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(e)  
He gets a portion of the petroleum silt as part of the compensation while exploring the petroleum reserves in the 
Bombay High- which as per the contract with the Government is part of 'Cost Petroleum'. 

6,00,000 

(f)  He sells the petroleum silt to a SEZ Developer in Mumbai  6,80,000 

(g)  
Consideration is received towards transfer of tenancy rights, which according to Sukhdev is not liable to GST as it has 
suffered stamp duty. 

8,00,000 

(h)  On violation of the terms in production sharing agreement, Sukhdev has paid liquidated damages to the Government. 3,00,000 

(i)  
He has been assigned the right to collect royalty on behalf of Maharashtra Government, as 'Excess Royalty Collection 
Contractor'. He has noticed that the mining lease holders have short paid 2,00,000 as IGST from what had been 
exempted to him under the assignment. 

-- 

(j)  
He has sold self-fabricated machinery through his agent in Mumbai, that has been used for 2 years, the value of 
which is not available in the open market. The agent sells it immediately to an unrelated customer in Mumbai. 

10,00,000 

(k)  Opening Balance and brought forward tax credits are as follows: 
 

 - Electronic Cash Ledger - CGST  12,000 

 - Electronic Credit Ledger - CGST  18,000 

 - Electronic Credit Ledger - SGST  12,000 

 - Electronic Credit Ledger - IGST  60,000 

(I)  
Supply value is exclusive of taxes. Supply of services are taxable at CGST 9%, SGST 9% and IGST 18% and supply 
of goods are taxable at CGST 2.5%, SGST 2.5% and IGST 5%. Determine the tax payable in cash. Provide suitable 
notes where required. 

 

(14 Marks)  
 
Answer: 
 Computation of tax payable in cash 

S. 
No. 

Particulars  Amount (`) CGST (`) SGST (`) IGST (`) 

A.  GST liability on outward supply 
    

(i)  

Consideration for services provided as an operating member to 
the Joint Venture [The operating member is providing the mining 
and exploration service to the joint venture, and thus, the 
consideration received therefor is not cost petroleum and hence, 
is liable to tax.] 

12,00,000  1,08,000  1,08,000 
 

(ii)  

Compensation received in the form of petroleum silt, which, as 
per the contract with the Government, is part of cost petroleum 
[Cost petroleum is not a consideration for service to the 
Government and thus, is not taxable.] 

6,00,000  Nil  Nil 
 

(iii)  
Sale of petroleum silt to a SEZ developer [Supply to SEZ 
developer is a zero rated supply and no tax is payable on the 
same if made under a bond/LUT.] 

6,80,000    Nil 

(iv)  

Consideration for transfer of tenancy rights [Transfer of tenancy 
rights to a new tenant against consideration in the form of 
tenancy premium is taxable even though stamp duty has been 
paid on the same.] 

8,00,000  72,000  72,000  

(v)  

Sale of self-fabricated machinery1 [Since open market value of 
the machine is not available, the value will be 90% of the price 
charged for the supply of machinery by the agent to his unrelated 
customer.]2 

9,00,000  22,500  22,500  

 Total tax liability on outward supplies   2,02,500 2,02,500   

B.  GST liability on inward supplies under reverse charge 
   

 

(i)  
Legal services provided by a firm of advocates to Sukhdev, i.e. a 
business entity3 

1,00,000  9,000  9,000  

(ii)  
Renting of immovable property provided by the State Government 
to Sukhdev (a registered person) 

2,00,000  18,000  18,000 
 

(iii)  
Assignment, by the State Government, of the right to collect 
royalty from mining lease holders to the extent the exemption is 
not available 

   

2,00,000 

 Total tax liability on inward supplies under reverse charge  27,000  27,000  2,00,000 

C.  Input tax credit 
   

 

(i)  Opening balance   18,000  12,000  60,000 
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(ii)  
Inter-State purchase 
of machinery 

Since the goods and services are used 
for effecting taxable supplies including 
zero rated supplies, full ITC thereon will 
be allowed. 

6,00,000 
 

 30,000 

(iii)  Legal services  1,00,000  9,000  9,000  

(iv)  
Renting of 
immovable property 

2,00,000  18,000   18,000 
 

(v)  
`Assignment of right 
to collect royalty    

2,00,000 

 

Total ITC [ITC may be availed for making zero rated supply even 
if such a supply is an exempt supply. Sale of petroleum silt, being 
a non taxable supply, is an exempt supply but since it is also a 
zero-rated supply, ITC can be availed for making such supply.] 

 45,000  39,000  

2,90,000 

D.  Computation of tax payable in cash 
   

 

 Total tax liability on outward supplies  2,02,500  2,02,500  

 Less: ITC of IGST   1,26,500  1,63,500  

 
Less: ITC of CGST and SGST  

 
45,000 (CGST) 

39,000 
(SGST) 

 

 Forward charge liability on outward supplies payable in cash after 
set off of ITC 

 
31,000   

 Reverse charge liability payable in cash without set off of ITC 
[Tax payable under reverse charge, being not an output tax, 
cannot be set off against ITC and thus, will have to be paid in 
cash.] 

 

27,000  27,000  2,00,000 

 Total tax liability payable in cash [Since `12,000 (CGST) is 
available in Electronic Cash Ledger as opening balance, 
additional ` 46,000 (CGST) needs to be paid in cash.] 

 
58,000  27,000  2,00,000 

 Payment of liquidated damages to the Government [Services 
provided by the Government by way of tolerating non-
performance of a contract for which consideration in the form of 
liquidated damages is payable to the Government under such 
contract, is exempt from GST. Hence, no tax will be payable by 
Sukhdev on such input service.] 

3,00,000  Nil  Nil  

Note:  
1 It has been assumed that the value of ` 10 lakh at which the agent sells the self-fabricated machinery to unrelated customer is known to 
Sukhdev at the time he sells the machinery to the agent. 
2 It has been assumed that the supplier has opted to value the goods at 90% of the value charged by the agent to the unrelated customer. 
3 It has been assumed that aggregate turnover of Sukhdev in the preceding financial year exceeds ` 20 lakh. 
 
In terms of section 49B of the CGST Act, 2017, full (100%) IGST credit of ` 2,90,000 must be utilised first before using CGST or SGST credit. 
However, the said IGST credit can be set off against the CGST and SGST liability in any order and in any proportion. Thus, the final answer in 
each case would vary.  
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CHAPTER 5 –  
PLACE OF SUPPLY 

  

Q2. Fury Ltd. has received an order for supply of services amounting to $ 5,00,000/- from a US based client. Fury Ltd. is unable  to  supply 

the  entire  services from  India  and  asks Neik Inc., Mexico (who is not an establishment of Fury Ltd.) to supply  a  part  of  the services, 

i.e. 40% of the  total  contract value  to  the US client.  Fury Ltd. raised the invoice for entire value of $5,00,000 but the US client paid $ 

3,00,000 to Fury  Ltd.  and $ 2,00,000 directly to Neik Inc., Mexico which is  approved  by a  special order of RBI.  Fury Ltd. also paid 

IGST@ 18% on the services imported from Neik Inc. Mexico. Assuming all the conditions of section 2(6) of the IGST Act, 2017 are 

fulfilled, determine the value of export of services: 

(a) $ 3,00,000 

(b) $ 5,00,000 

(c) $ 3,90,000 

(d) $ 5,90,000 

Answer: - (b) $ 5,00,000 

 
Circular 78/52/2018: 
Tax treatment if exporter of services outsources a portion of contract to another person located outside India, 

Supply of services from the exporter of services located in 
India to the recipient of services located outside India for the 
full contract value  [ e.g. $ 5 lac] 

Import of services by the exporter of services located in India from the 
supplier of services located outside India with respect to the outsourced 
portion of the contract  [e.g. $ 2 lac] 

TOTAL VALUE OF SERVICES considered as export of services  
[e.g. $ 5 lac] 

supplier of services located in India pay IGST on reverse charge basis & 
eligible for taking ITC of IGST paid 

Thus, even if 100% consideration is not received in convertible foreign exchange SINCE recipient has directly paid to the supplier of 
services located outside India (for the outsourced part of the services), that portion of the consideration shall also be treated as receipt of 
consideration for export of services IF 
(i) IGST is paid by supplier located in India for import of services on that portion of the services [e.g. $ 2 lac] which has been directly 

provided by the supplier located outside India to the recipient of services located outside India; and  
(ii) RBI by general instruction or by specific approval has allowed that a part of the consideration for such exports can be retained 

outside India 

 

Intra and Inter-state Supply: Sec 7 & 8 
 

Q8. Mr. Z, a supplier registered in Hyderabad (Telangana), procures goods from China and directly supplies the same to a customer in US. 
With reference to the provisions of GST law, examine whether the said activity of supply of goods by Mr. Z to customer in US is taxable under 
GST. If yes, determine the place of supply of the same.    (RTP Nov 19) (Question for Practice) 
Answer:  
(i) Schedule III to the CGST Act specifies transactions/ activities which shall be neither treated as supply of goods nor supply of services. A 
new activity has been added in the said Schedule III vide the CGST (Amendment) Act, 2018 namely, supply of goods from a place in the non-
taxable territory to another place in the non-taxable territory without such goods entering into India. Thus, it seeks to exclude from the tax net 
such transactions which involve movement of goods, caused by a registered person, from one non-taxable territory to another non-taxable 
territory. Therefore, in view of the above-mentioned provisions, the said activity is not a supply. Hence, it is not leviable to GST since ―supply‖ 
is the taxable event for chargeability of GST. Therefore, since the transaction is not leviable to GST, the question of place of supply does not 
arise in the given case.  
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Supply involving movement of goods delivered to recipient on the instruction of third person – Bill to Ship to Sale 
[Section 10(1) (b)]  
 

Q14. Priyank of Pune, Maharashtra enters into an agreement to sell goods to Bisht of Bareilly, Uttar Pradesh. While the goods were 
being packed in Pune go down of Priyank, Bisht got an order from Sahil of Shimoga, Karnataka for the said goods. Bisht agreed to 
supply the said goods to Sahil and asked Priyank to deliver the goods to Sahil at Shimoga. 
 
You are required to determine the place of supply (ies) in the above situation. (RTP Nov 19) (Question for Practice) 
 
Answer: 
The supply between Priyank (Pune) and Bisht (Bareilly) is a bill to ship to supply where the goods are delivered by the supplier [Priyank] to a 
recipient [Sahil (Shimoga)] or any other person on the direction of a third person [Bisht]. The place of supply in case of domestic bill to ship to 
supply of goods is determined in terms of section 10(1) (b) of IGST Act, 2017.  
 
As per section 10(1)(b) of IGST Act, 2017, where the goods are delivered by the supplier to a recipient or any other person on the direction of 
a third person, whether acting as an agent or otherwise, before or during movement of goods, either by way of transfer of documents of title to 
the goods or otherwise, it shall be deemed that the said third person has received the goods and the place of supply of such goods shall be 
the principal place of business of such person.  
 
Thus, in the given case, it is deemed that the Bisht has received the goods and the place of supply of such goods is the principal place of 
business of Bisht. Accordingly, the place of supply between Priyank (Pune) and Bisht (Bareilly) will be Bareilly, Uttar Pradesh.  
 
This situation involves another supply between Bisht (Bareilly) and Sahil (Shimoga). The place of supply in this case will be determined in 
terms of section 10(1) (a) of IGST Act, 2017.  
 
Section 10(1)(a) of IGST Act, 2017 stipulates that where the supply involves movement of goods, whether by the supplier or the recipient or 
by any other person, the place of supply of such goods shall be the location of the goods at the time at which the movement of goods 
terminates for delivery to the recipient.  
 
Thus, the place of supply in second case is the location of the goods at the time when the movement of goods terminates for delivery to the 
recipient (Sahil), i.e. Shimoga, Karnataka. 
 
Q15. Asha Enterprises, supplier of sewing machines, is located in Kota (Rajasthan) and registered for purpose of GST in the said 
State. It receives an order from Deep Traders, located in Jalandhar (Punjab) and registered for the purpose of GST in the said State. 
The order is for the supply of 100 sewing machines with an instruction to ship the sewing machines to Jyoti Sons, located in Patiala 
(Punjab) and registered in the said State for purpose of GST. Jyoti Sons is a customer of Deep Traders. Sewing machines are being 
shipped in a lorry by Asha Enterprises.  
 
Briefly explain the following: 
(a) The place of supply under IGST Act, 2017; 
(b) The nature of supply: - whether inter-State or intra-State and 
(c) Whether CGST/SGST or IGST as would be applicable in this case.  (May 19) 
 
 
Answer: 
The supply between Asha Enterprises (Kota, Rajasthan) and Deep Traders (Jalandhar, Punjab) is a bill to ship to supply where the goods are 
delivered by the supplier by the supplier [Asha Enterprises] to a recipient [Jyoti Sons (Patiala, Punjab)]on the direction of a third person [Deep 
Traders]. 
 
In case of such supply, it is deemed that the said third person has received the goods and the place of supply of such goods is the principal 
place of business of such person [Section 10(1) (b) of the IGST Act, 2017]. Thus, the place of supply between Asha Enterprises (Rajasthan) 
and Deep Traders (Punjab) will be Jalandhar, Punjab. 
 
Since the location of supplier and the place of supply are in two different States, the supply is an inter-State supply in terms of section 7 of the 
IGSTAct, 2017, liable to IGST.  
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This situation involves another supply between Deep Traders (Jalandhar, Punjab) and Jyoti Sons (Patiala, Punjab). In this case, since the 
supply involves movement of goods, place of supply will be the location of the goods at the time at which the movement of goods terminates 
for delivery to the recipient, i.e. Patiala, Punjab [Section 10(1) (a) of the IGST Act, 2017]. 
 
Since the location of supplier and the place of supply are in the same State, the supply is an intra-State supply in terms of section 8 of the 
IGST Act, 2017, liable to CGST and SGST. 
 
OF S 
  

WHERE SUPPLY doesn‘t INVOLVE MOVEMENT OF GOODS – sec 10(1) (c) 
 
  
Q18. Answer the following questions in the light of the place of supply provisions contained in the IGST Act, 2017:  
Quickdeal Enterprises (Ahmednagar, Gujarat) opens a new branch office at Hissar, Haryana. It purchases a building for office from Ruhani 
Builders (Hissar) along with preinstalled office furniture and fixtures. Determine place of supply of the pre-installed office furniture and fixtures. 
(2 Marks)   (Mock Test April 18) 
 Answer:  
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. 
 
Q19. Determine Place of Supply in following case: Mr. A (New Delhi) has leased his machine (cost ` 8,00,000) to Mr. B (Noida, Uttar 
Pradesh) for production of goods on a monthly rent of ` 40,000. After 14 months Mr. B requested Mr. A to sell the machine to him for ` 
4,00,000, which is agreed to by Mr. A.  [ICAI Study Mat. Ex.] 
Answer 

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. In this case, there will be no movement of goods and the same will be sold on 

as is where is basis. Thus, the location of the machine at the time of such sale will be the place of supply i.e., Noida. 
  

 

Place of supply of services where location of supplier and recipient is in India (Section 12) 
 
 
RTP MAY 2020 
Q36. Lucky Singh, a resident of Noida, U.P., went to Himachal Pradesh for a family vacation via Delhi-Chandigarh-Himachal Pradesh in 
his own car.  After entering Chandigarh, his car broke down due to some technical issue. He called ‗ONROARDS‘ - an emergency 
roadside car assistance company (registered under GST in Delhi) to repair the car. The car was repaired by the staff of ‗ONROARDS‘. 
The value of supply amounted to Rs. 50,000 (being labour charges Rs. 40,000 and spares Rs. 10,000). The bill was supposed to be 
generated online though the server, but due to some technical issue, it was not so generated. 

Determine the place of supply in the given case. 
a. Delhi 
b. Chandigarh 
c. Noida, U.P 
d. Himachal Pradesh 

Answer: - a. Delhi 
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Q41. Mr. Mahendra Goyal, an interior decorator provides professional services to Mr. Harish Jain in relation to two of his immovable 
properties.  
 
Determine the place of supply in the transactions below as per provisions of GST law in the following independent situations: 
 

Case  Location of Mr. Mahendra Goyal Location of Mr. Harish Jain Properties situated at 

I  Delhi  Maharashtra  New York (USA) 

II  Delhi  New York  Paris (France) 

 
Explain the relevant provisions of law to support your conclusions.  (May 18) 
 
Answer: 
 Case I 
As per section 12(3) of the IGST Act, 2017, where both the service provider and the service recipient are located in India, the place of supply 
of services directly in relation to an immovable property, including services provided by interior decorators is the location of the immovable 
property. However, if the immovable property is located outside India, the place of supply is the location of the recipient.  
 
Since in the given case, both the service provider (Mr. Mahendra Goyal) and the service recipient (Mr. Harish Jain) are located in India and 
the immovable property is located outside India (New York), the place of supply will be the location of recipient i.e., Maharashtra. 
 
 Case II 
As per section 13(4) of the IGST Act, 2017 where either the service provider or the service recipient is located outside India, the place of 
supply of services directly in relation to an immovable property including services of interior decorators is the location of the immovable 
property.  
 
Since in the given case, service provider (Mr. Mahendra Goyal) is located in India and service recipient (Mr. Harish Jain) is located outside 
India (New York), the place of supply will be the location of immovable property i.e., Paris (France). 
 
Q43. Determine Place of Supply in following cases:  [ICAI Study Mat. Ex.] 
(i) KTS Builders (Mumbai) is constructing a factory building for PLM Pvt. Ltd. (Kolkata), in New Delhi.  
(ii) Shah and Shah, an architectural firm at Kolkata, has been hired by MKF Builders of Mumbai to draw up a plan for a high rise building to be 

constructed by them in Ahmedabad, Gujarat.  
(iii) Mr. Ramesh, a Chartered Accountant, (New Delhi) travels to Mumbai for business and stays in a hotel there.  
(iv) Mr. X, a consulting engineer based in Mumbai, Maharashtra renders professional services in respect of an immovable property of Mr. Y 

(Bangalore) located in Australia. Since the immovable property is located outside India,  
Answer 

(i) As per Sec 12(3) of IGST Act 2017, the place of supply is the location of the immovable property i.e., New Delhi.  

(ii) As per Sec 12(3) of IGST Act 2017, the place of supply is the place where the immovable property is intended to be located i.e., 
Ahmedabad.  

(iii) As per Sec 12(3) of IGST Act 2017, the place of supply of accommodation service is the place where the hotel is located i.e., Mumbai.  

(iv) As per Sec 12(3) of IGST Act 2017, the place of supply of service is the location of recipient i.e., Bangalore and not the place where the 
immovable property is located (Australia).   

 

Manner of determining proportionate value of service in the absence of a contract or agreement – Rule 4 in relation to 
sec 12(3) 
 
Q44. The place of supply in relation to immovable property is the location of immovable property. Suppose a road is constructed 
from Delhi to Mumbai covering multiple states. What will be the place of supply of construction services? [ICAI Study Mat.] 
Answer: 
Where the immovable property is located in more than one State, the supply of service is treated as made in each of the States in 

proportion to the value for services separately collected or determined, in terms of the contract or agreement entered into in this 

regard or, in the absence of such contract or agreement, on such other reasonable basis as may be prescribed in this behalf 

[Explanation to section 12(3) for domestic supplies].  

In the absence of a contract or agreement between the supplier and recipient of services in this regard, the proportionate value of services 

supplied in different States/Union territories (where the immovable property is located) is computed on the basis of the area of the immovable 

property lying in each State/ Union territories [Rule 4 of the IGST Rules].  
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Q45. A hotel chain X charges a consolidated sum of Rs. 30,000/- for stay in its two establishments in Delhi and Agra, where the stay in Delhi is for 2 
nights and the stay in Agra is for 1 night. Determine Place of Supply and Value to be apportioned 
  
Answer 

As per Sec 12(3) of IGST Act 2017, where the immovable property or boat or vessel is located in more than one State or Union territory, 
the supply of services shall be treated as made in each of the respective States or Union territories  
 
Proportionate value shall be determined as per rule 4 as follows: 

Type of service in relation to immovable property Factor which determines the proportionate value of 
service supplied in different States/Union territories 

Service provided by way of lodging accommodation by hotel, inn, guest house etc. 
and its ancillary services (other than the cases where such property is a single 
property located in 2 or more contiguous States/ Union territories or both) 

Number of nights stayed in such property   
 

 
Hence Place of Supply:  Delhi, U.P & Value for Delhi - 20000, Value for U.P -10000 
 
Q46. A company C provides the service of 24 hours accommodation in a houseboat for Rs 12000, which is situated both in Kerala and Karnataka 
inasmuch as the guests board the house boat in Kerala and stay there for 22 hours but it also moves into Karnataka for 2 hours (as declared by the 
service provider). Determine Place of Supply and Value to be apportioned 
Answer 

As per Sec 12(3) of IGST Act 2017, where the immovable property or boat or vessel is located in more than one State or Union territory, 
the supply of services shall be treated as made in each of the respective States or Union territories  
 
Proportionate value shall be determined as per rule 4 as follows: 

Type of service in relation to immovable property Factor which determines the proportionate 
value of service supplied in different 
States/Union territories 

(i) All other services provided in relation to immovable property including  
 services by way of accommodation in any immovable property for organising any 

marriage or reception etc. and  
 in cases of supply of accommodation by a hotel, inn, guest house, club or campsite, by 

whatever name called where such property is a single property located in 2 or more 
contiguous States or/and Union territories  

(ii) • Services ancillary to services mentioned above  

Area of the immovable property lying in each 
State/ Union territories    

 
Hence Place of Supply: Kerala, Karnataka & Value for Kerala -11000, Value for Karnataka -1000 
 
Q47. There is a piece of land of area 20,000 square feet which is partly in State U.P say 12,000 square feet and partly in State Haryana, say 8000 
square feet. Site preparation work has been entrusted to T for Rs 20 lac. Determine Place of Supply and Value to be apportioned. 
Answer 

 As per Sec 12(3) of IGST Act 2017, where the immovable property or boat or vessel is located in more than one State or Union territory, 
the supply of services shall be treated as made in each of the respective States or Union territories  
 
 
Proportionate value shall be determined as per rule 4 as follows: 
 

Type of service in relation to immovable property Factor which determines the proportionate value of service supplied in 
different States/Union territories 

Services by way of lodging accommodation by a house 
boat or vessel and its ancillary services  

Time spent by the boat or vessel in each such State/ Union territories, to be 
determined on the basis of declaration made by the service provider   

Hence Place of Supply: U.P, Haryana & Value for U.P -12 lac, Value for Haryana - 8 lac 

Q48.  Whether services of short-term accommodation, conferencing, banqueting etc. provided to a Special Economic Zone (SEZ) developer or a 
SEZ unit should be treated as an inter-State supply (under section 7(5)(b) of the IGST Act, 2017) or an intra-State supply (under section 12(3)(c) of 
the IGST Act, 2017)?  

Answer 
The above mentioned issue is clarified vide Circular No. 48/22/2018-GST dt 14.06.2018- As per section 7(5) (b) of the Integrated Goods and 
Services Tax Act, 2017 (IGST Act in short), the supply of goods or services or both to a SEZ developer or a SEZ unit shall be treated to be a supply 
of goods or services or both in the course of inter-State trade or commerce. Whereas, as per section 12(3)(c) of the IGST Act, the place of supply of 
services by way of accommodation in any immovable property for organising any functions shall be the location at which the immovable property is 
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located. Thus, in such cases, if the location of the supplier and the place of supply is in the same State/ Union territory, it would be treated as an 
intra-State supply.  
 
In the instant case, section 7(5)(b)of the IGST Act is a specific provision relating to supplies of goods or services or both made to a SEZ developer or 
a SEZ unit, which states that such supplies shall be treated as inter-State supplies. Hence, services of short term accommodation, conferencing, 
banqueting etc., provided to a SEZ developer or a SEZ unit shall be treated as an inter-State supply. 
 

Restaurant/Catering, personal grooming/fitness/ beauty and health services – sec 12(4)  
 

Q50(ii).  Determine Place of Supply in following cases: 
(i) Mr. A, a business man from Pune dines in a restaurant at Mumbai while on a business trip.  
(ii) Mr. Timmy Ferreira, a makeup artist at Kolkata, goes to Jaipur, Rajasthan for doing the makeup of Ms. Simran Kapoor, a Bollywood 

actress based in Mumbai.  

Answer: 
(i) As per Sec 12(4) of IGST Act 2017, the place of supply of restaurant service is the location where such service is performed i.e., 

Mumbai.  

(ii) As per Sec 12(4) of IGST Act 2017, the place of supply is the location where such service is performed i.e., Jaipur.  
 

place of supply of training and performance appraisal services:  Sec 12(5) 
 
Q53. Determine Place of Supply in following cases: 

(i) DEO Consultants (Kolkata) impart GST training to accounts and finance personnel of Sun Cements Ltd. (Guwahati, Assam) at the 
company‘s Kolkata office.  
(ii) Mr. Suresh (unregistered person based in Noida) signs up with Excellent Linguistics (New Delhi) for training on English speaking at 
their New Delhi Centre.  
Answer 

(i) As per Sec 12(5) of IGST Act 2017, since the recipient is registered, the place of supply is the location of the registered person i.e., 
Guwahati.  

(ii) As per Sec 12(5) of IGST Act 2017, Since the recipient is unregistered, the place of supply is the location where services are 
provided i.e., New Delhi   

 

Admission to Cultural Event 

Place of supply for services in relation to organising events and sponsorship services: Sec 12(7)  
 

Q61. Determine Place of Supply in following cases: 

(i)Mega Events, an event management company at New Delhi, organizes an award function for Shah Diamond Merchants 
of Ahmedabad (registered in Gujarat), at Mumbai.  
 (ii) Mega Events, an event management company at New Delhi, organizes an award function for Shah Diamond Merchants 
of Ahmedabad (registered in Gujarat), at Mauritius.  
 (iii) Grand Wedding Planners (Chennai) is hired by Mr. Ramesh (unregistered person based in Hyderabad) to plan and 
organise his wedding at New Delhi.  
 (iv) Grand Wedding Planners (Chennai) is hired by Mr. Ramesh (unregistered person based in Hyderabad) to plan and 
organise his wedding at Seychelles.  
Answer:   
As per Sec 12(7) of IGST Act  
POS FOR ORGANISATION OF EVENT:   Supply of services  provided by way of,— 

a. organization 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; or 

b. services ancillary to clause (a), or assigning of sponsorship to such events,–– 
(i) to a registered person,   

 
 
location of such person; 

(ii) to a person other than a registered person,    place where the event is 
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               IF event is held in INDIA actually held  

               IF event is held OUTSIDE INDIA Location of the recipient. 

Based on above Provision, Following are the place of Supply:  

(i) Since the recipient is a registered person, the place of supply is the location of the recipient, i.e., Ahmedabad.  
(ii) Since the recipient is a registered person, the place of supply is the location of the recipient, i.e., Ahmedabad.  
(iii) The recipient being an unregistered person, the place of supply is the location where the event is held i.e., New Delhi.  
(iv) The recipient being an unregistered person and the event held outside India, the place of supply is the location of the 

recipient i.e., Hyderabad and not the location where the event is held i.e., Seychelles   

 
Q62. Musicera Pvt. Ltd., owned by NitishDaani - a famous classical singer -wishes to organise a ‗Nitish Daani Music Concert‘ in 
Gurugram (Haryana). Musicera Pvt. Ltd. (registered in Ludhiana, Punjab) enters into a contract with an event management 
company, Supriya (P) Ltd. (registered in Delhi) for organising the said music concert at an agreed consideration of ` 10, 00,000. 
Supriya (P) Ltd. books the lawns of Hotel Dumdum, Gurugram (registered in Haryana) for holding the music concert, for a lump sum 
consideration of ` 4, 00,000. Musicera Pvt. Ltd. fixes the entry fee to the music concert at ` 5,000. 400 tickets for ‗Nitish Daani Music 
Concert‘ are sold.  
 
You are required to determine the CGST and SGST or IGST liability, as the case may be, in respect of the supply (ies) involved in 
the given scenario.  
 
Will your answer be different if the price per ticket is fixed at ` 450? 
 
Note: Rate of CGST and SGST is 9% each and IGST is 18%. All the amounts given above are exclusive of taxes, wherever 
applicable.  (RTP May 19) 
 
Answer: 
In the given situation, three supplies are involved: 
 

(i) Services provided by Musicera Pvt. Ltd. to audiences by way of admission to music concert. 
(ii) Services provided by Supriya (P) Ltd. to Musicera Pvt. Ltd. by way of organising the music concert. 

 
(iii) Services provided by Hotel Dumdum to Supriya (P) Ltd. by way of accommodation in the Hotel lawns for organising the music 

concert. 
 

 
The CGST and SGST or IGST liability in respect of each of the above supplies is determined as under: 
 
(i) As per the provisions of section 12(6) of the IGST Act, 2017, the place of supply of services provided by way of admission to, inter alia, a 
cultural event shall be the place where the event is actually held. 
 
Therefore, the place of supply of services supplied by Musicera Pvt.Ltd. (Ludhiana, Punjab) to audiences by way of admission to the music 
concert is the location of the Hotel Dumdum, i.e. Gurugram, Haryana. 
 
Since the location of the supplier (Ludhiana, Punjab) and the place of supply (Gurugram, Haryana) are in different States, IGST will 
believable. Therefore, IGST leviable will be computed as follows:  
 
Consideration for supply (400 tickets @ ` 5,000 per ticket) = `20, 00,000 
 
IGST @ 18% on value of supply = ` 20, 00,000 x 18% = ` 3, 60,000.  
 
(ii) Section 12(7)(a)(i) of IGST Act, 2017 stipulates that the place of supply of services provided by way of organization of, inter alia, a cultural 
event to a registered person is the location of such person.  
 
Therefore, the place of supply of services supplied by Supriya (P) Ltd. (Delhi) to Musicera Pvt. Ltd. (Ludhiana, Punjab) by way of organising 
the music concert is the location of the recipient, i.e. Ludhiana (Punjab).  
 
Since the location of the supplier (Delhi) and the place of supply (Ludhiana, Punjab) are in different States, IGST will be leviable. Therefore, 
IGST leviable will be computed as follows:  
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Consideration for supply = ` 10, 00,000 
IGST @ 18% on value of supply = ` 10, 00,000 x 18% = ` 1, 80,000 
 
 
(iii) As per the provisions of section 12(3)(c) of the IGST Act, 2017, the place of supply of services, by way of accommodation in any 
immovable property for organizing, inter alia, any cultural function shall be the location at which the immovable property is located. 
  
Therefore, the place of supply of services supplied by Hotel Dumdum (Gurugram, Haryana) to Supriya (P) Ltd. (Delhi) by way of 
accommodation in Hotel lawns for organising the music concert shall be the location of the Hotel Dumdum, i.e. Gurugram, Haryana.  
 
Since the location of the supplier (Gurugram, Haryana) and the place of supply (Gurugram, Haryana) are in the same State, CGST and SGST 
will be leviable. Therefore, CGST and SGST leviable will be computed as follows: 
 PLACE OF SUPPLY 
Consideration for supply = ` 4, 00,000 
CGST @ 9% on value of supply = ` 4, 00,000 x 9% = ` 36,000 
SGST @ 9% on value of supply = ` 4, 00,000 x 9% = ` 36,000 
 
If the price for the entry ticket is fixed at ` 450, answer will change in respect of supply of service provided by way of admission to music 
concert, as mentioned in point (i) above. There will be no IGST liability if the consideration for the ticket is ` 450 as the inter-State services by 
way of right to admission to, inter alia, musical performance are exempt from IGST vide Notification No. 9/2017 IT(R) dated 28.06.2017, if the 
consideration for right to admission to the event is not more than ` 500 per person. However, there will be no change in the answer in respect 
of supplies mentioned in point (ii) and (iii) above. 
  
 
Q64. Mr. Murthy, an unregistered person and a resident of Pune, Maharashtra hires the services of M/s Sun Ltd. an event 
management company registered in Delhi, for organising of the new product launch in Bengaluru, Karnataka. 
 

(i) Determine the place of supply of services provided by M/s Sun Ltd. 
 

(ii) What would your answer be in case the product launch takes place in Bangkok? 
 

(iii) What would your answer be in case Mr. Murthy is a registered person and product launches take place in Bengaluru 
and Bangkok?    May 18 New 

Answer: 
 (i) As per section 12(7)(a)(ii) of IGST Act, 2017, when service by way of organization of an event is provided to an unregistered person, the 
place of supply is the location where the event is actually held and if the event is held outside India, the place of supply is the location of 
recipient. Since, in the given case, the service recipient [Mr. Murthy] is unregistered and event is held in India, place of supply is the location 
where the event is actually held i.e., Bengaluru, Karnataka. The location of the supplier and the location of the recipient is irrelevant in this 
case. 
 
(ii) However, if product launch takes place outside India [Bangkok], the place of supply will be the location of recipient i.e., Pune, Maharashtra. 
 
(iii) When service by way of organization of an event is provided to a registered person, place of supply is the location of recipient vide section 
12(7) (a) (i) of IGST Act, 2017. 
 
Therefore, if Mr. Murthy is a registered person, then in both the cases i.e., either when product launch takes place in Bengaluru or Bangkok, 
the place of supply will be the location of recipient i.e., Pune, Maharashtra. 
 
UPPLY 
Q65. Determine the place of supply for the following independent cases under the IGST Act, 2017: 

(i) Grand Gala Events, an event management company at Kolkata, organises two award functions for Kalyan Jewellers of 

Chennai (Registered in Chennai, Tamilnadu) at New Delhi and at Singapore.  

 

(ii) Perfect Planners (Bengaluru, Karnataka) is hired by Dr. Kelvin (unregistered person based in Kochi, Kerala) to plan 

and organise his son's wedding at Mumbai, Maharashtra.  

Will your answer be different if the wedding is to take place at Malaysia?    May 18 old  
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Answer: 
 (i) When service by way of organization of an event is provided to registered person, place of supply is the location of recipient in terms of 

section 12(7) (a) (i) of IGST Act, 2017. 

Since, in the given case, the award functions at New Delhi and  Singapore are organized for Kalyan Jewellers (registered in Chennai),place of 

supply in both the cases is the location of Kalyan Jewellers i.e., Chennai, Tamil nadu  

(ii) As per section 12(7) (a) (ii) of IGST Act, 2017, when service by way of organization of an event is provided to an unregistered person, the 

place of supply is the location where the event is actually held and if the event is held outside India, the place of supply is the location of 

recipient. 

Since, in the given case, the service recipient [Dr. Kelvin] is unregistered and event is held in India, place of supply is the location where the 

event is actually held i.e., Mumbai, Maharashtra. However, if the wedding is to take place outside India [Malaysia], the place of supply is the 

location of recipient, i.e. Kochi, Kerala.  

 Q69. The Times Group being an event organizer located at New Delhi organized Miss India 2017 beauty pageant in India in the following Cities for 

M/s Femina Miss India a registered person located in Mumbai: 

City  No. of Days  Fee in ` 

New Delhi  12  12 crores 

Chennai  18  18 crores 

Mumbai  20  20 crores 

Total  50  50 crores 

Find the place of supply of service if contract specifies clear details. 
Find the place of supply of service if contract specifies lump sum amount of ` 48 crores.  [CMA] 
Answer:  
The place of supply of service if contract specifies clear details: 

City  
No. of 
Days 

` in 
crore 

Location of supplier of 
service 

Place of supply of service = where the respective event 
is held. 

GST 

New 
Delhi  

12  12  New Delhi  New Delhi  
CGST & 
SGST 

Chennai  18  18  New Delhi  Chennai  IGST 

Mumbai  20  20  New Delhi  Mumbai  IGST 

Total  50  50 
   

 
The place of supply of service if contract specifies lump sum amount, as per Rule 5 of IGST Rules, proportionate value determined in accordance 
with generally acceptance principles: 

City  
No. of 
Days  

` in 
crore  

Location of supplier of 
service 

Place of supply of service = where the respective event 
is held. 

GST 

New 
Delhi  

12  11.52  New Delhi  New Delhi  
CGST & 
SGST 

Chennai  18  17.28  New Delhi  Chennai  IGST 

Mumbai  20  19.20  New Delhi  Mumbai  IGST 

Total  50  48.00 
   

 
Q70. An event management company E has to organise some promotional events in States Punjab and M.P for a recipient Yo- Yo 
Honey Singh. 3 events are to be organised in Punjab and 2 in M.P. They charge a consolidated amount of Rs. 10,00,000 from Yo- Yo 
Honey Singh. Determine Place of Supply and Value to be apportioned. 
  
Answer 
 In case of an event, if the recipient of service is registered, the place of supply of services for organizing the event is the location 
of such person. However, if the recipient is not registered, the place of supply is the place where event is held. 
Since the event is being held in multiple states and a consolidated amount is charged for such services, the place of supply will be deemed to 
be in each State in proportion to the value for services determined in terms of the contract or agreement entered into in this regard 
[Explanation to section 12(7)].  
In the absence of a contract or agreement between the supplier and recipient of services, the proportionate value of services made 
in each State (where the event is held) will be computed in accordance with rule 5 of the IGST Rules by the application of generally 
accepted accounting principles.  
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 As per rule 5, in the absence of a contract or agreement between the supplier and recipient of services, the proportionate value of services made in 

different States/Union territories (where the event is held) is computed in accordance with rule 5 of IGST Rules by the application of generally accepted 
accounting principles  
Hence the Place of supply is Punjab, M.P & Value for Punjab - 6 lac, Value for M.P - 4 lac 
 
Q71. Answer the following question in the light of the place of supply provisions contained in the IGST Act, 2017:  
 Supra Events, an event management company at New Delhi, organizes an award function for Chirag Diamond Merchants of Varanasi 
(registered in U.P.), at Mumbai. Determine place of supply of the service supplied by Supra Events. Will your answer be different, if the award 
function is organised at Mauritius instead of Mumbai? (3 Marks)    (Mock Test April 18) 
Answer:  
 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. 

Transportation of goods including mails: Sec 12(8)  
 
  

Q73. Determine Place of Supply in following cases: 
(i) M/s XYZ Pvt. Ltd. is a registered company in New Delhi. It sends its courier to Pune through M/s Brue Air Courier Service.  
(ii) Mr. Y, an unregistered person, of New Delhi sends a courier to his brother in Amritsar, Punjab.  
(iii) PR Pvt. Ltd., a Goods Transportation Agency based in Kanpur, Uttar Pradesh, is hired by Hajela Enterprises (registered supplier in Kanpur) to 

transport its consignment of goods to a buyer in New Delhi.  
(iv) ST Pvt. Ltd., a Goods Transportation Agency based in Noida, Uttar Pradesh, is hired by Chhaya Trade Links (registered supplier in New Delhi) 

to transport its consignment of goods to a buyer in Kanpur, Uttar Pradesh.  
(v) Mr. Srikant, a manager in a Bank, is transferred from Bareilly, Uttar Pradesh to Bhopal, Madhya Pradesh. Mr. Srikant‘s family is stationed in 

Kanpur, Uttar Pradeh. He hires Goel Carriers of Lucknow, Uttar Pradesh (registered in Uttar Pradesh), to transport his household goods from 
Kanpur to Bhopal.  

(vi) M/s JKL Pvt. Ltd. is a registered company in Chennai. It ships goods to its customer in London, United Kingdom through M/s Strong 
Logistics, a shipping company of Chennai.  What would be your answer if goods are sent through UV Airlines? 

Answer: 
If the recipient is registered, the location of such person is the place of supply. However, if the recipient is not registered, the place of supply is 

the place where the goods are handed over for transportation. Further, if the goods are transported outside India, the destination of such 

goods is the place of supply [Section 12(8)].  

(i) The recipient being registered person, the place of supply is the location of recipient i.e., New Delhi.  
(ii) The recipient being unregistered person, the place of supply is the location where goods are handed over for their transportation i.e., New Delhi.  
(iii) The recipient being registered, the place of supply is the location of recipient i.e., Kanpur.  
(iv) The recipient being registered, the place of supply is the location of recipient i.e., New Delhi.  
(v) The recipient being unregistered person, the place of supply is the location where goods are handed over for their transportation i.e., Kanpur. 

However, it is exempt from GST under Entry 21A, Service provided by Goods Transport agency to unregistered person. 
(vi) The goods being transported outside India, the place of supply is the location of destination of such goods i.e., London, (UK).  
Note: However, Transportation of goods through Vessel is exempt vide Entry 19B 

Place of Supply, if goods sent through Airlines = location of destination of such goods i.e., London, (UK). 

Note: However, Transportation of goods through Aircraft is exempt vide Entry 19A 

 

Q74. M/s DHL courier registered under GST and located in Mumbai, provided transportation of documents like Cheques, promissory notes, pay 
orders (which cannot be considered as goods) belonging to Mr. C of Chennai, from Mumbai to Chennai. 
Find the place of supply of services in the following independent cases:  
(a) Mr. C of Chennai is a registered person under GST. 
(b) Mr. C of Chennai is a un-registered person under GST, however his address is available in the books of M/s Navatha. 
(c) Mr. C of Chennai is a un-registered person under GST, however his address is not available in the books of M/s Navatha. 
Answer: 
Place of supply of services is as per Sec 12(2) but not under Sec 12(8) of IGST. 
(a) POS = Chennai (i.e. location of recipient of service)  
(b) POS = Chennai (i.e. location of recipient of service)  
(c) POS = Mumbai (i.e. location of supplier of service)  
Note: Cheques, promissory notes, pay orders cannot be considered as goods. 
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Q75. State the taxability of satellite launch services provided to both international and domestic customers by ANTRIX Corporation Limited 

(―ANTRIX‖) which is a wholly owned Government of India Company under the administrative control of Department of Space (DOS).  

Answer 
When location of supplier and recipient of services is in India, place of supply is governed by section 12 (8) of the IGST Act, which stipulates that 

place of supply will be the location of the recipient of services provided he is registered; if not registered, then the place of supply will be the place 

where goods are handed over for their transportation. Accordingly, where satellite launch service is provided by ANTRIX to a person located in India, 

the place of supply of satellite launch service would be governed by section 12 (8) of the IGST Act and would be taxable under CGST Act, UTGST 

Act or IGST Act, as the case may be.  

Further, Section 13(9) of the IGST Act provides that where location of supplier of services or location of recipient of services is outside India, the 

place of supply of services of transportation of goods, other than by way of mail or courier, shall be the place of destination of such goods. 

Accordingly, place of supply of satellite launch services supplied by ANTRIX to international customers would be outside India and if such supply 

which meets the requirements of section 2(6) of IGST Act, thus constitutes export of service and shall be zero rated in accordance with section 16 of 

the IGST Act.  

NOTE: In terms of section 2(6) of the IGST Act, export of services‖ means the supply of any service when,– 

(i) The supplier of service is located in India;(ii) the recipient of service is located outside India; ,(iii) the place of supply of service is outside India; 

,(iv) the payment for such service has been received by the supplier of service in convertible foreign exchange or in Indian rupees wherever 

permitted by the Reserve Bank of India 2;  

Receipt of payment in Indian rupees in case of export of services, where permitted by the Reserve Bank of India is allowed since, the payment is 

received in Indian rupees as per RBI regulations, particularly in the case of exports to Nepal and Bhutan. , (v) the supplier of service and the 

recipient of service are not merely establishments of a distinct person in accordance with Explanation 1 in section 8.  

 

PASSENGER TRANSPORT SERVICE: Sec 12(9) of IGST Act 
  
 
Q77. Mr. Ram working in Infosys Company having office in Bengaluru is registered under GST. Mr. Ram purchased the ticket from Hyderabad for 
transportation passenger by Air from Hyderabad to Chennai. Mr. Ram discloses the name of the organization and its registration number and the 
place where the organization is registered. Supplier of service is located at Hyderabad. 
Find the following  
(a) Place of supply of service and GST liability? 
(b) Whether your answer is different if Mr. Ram is not disclosed the name of the organization and its registration number? 
Answer:  
(a) POS = Bengaluru (i.e. location of recipient of service)  
GST = IGST is liable to pay by Air Travel Operator  
(b) POS = Hyderabad (i.e. Place where the passenger embarks on the continuous journey)  
GST = CGST & SGST is liable to pay by Air Travel Operator 
 
 Q78. Determine Place of Supply in following cases: 
(i) Mr. Amar (registered person in New Delhi) travels from Mumbai to Bangalore in Airjet flight. Mr. Amar has bought the tickets for the journey from 

Airjet‘s office registered in New Delhi.  
(ii) Mr. C (unregistered person in Chennai) has come to Delhi on a vacation. He buys pre-paid Delhi Metro Card from Delhi Metro (New Delhi) for 

hassle free commute in the National Capital Region.  
(iii) Mr. Shyam, an unregistered person, based in Gurugram, Haryana books a two-way air journey ticket from New Delhi to Mumbai on 5th 

December. He leaves New Delhi on 10th December in a late-night flight and lands in Mumbai the next day. He leaves Mumbai on 14th 
December in a morning flight and lands in New Delhi the same day.  

Answer 
Section 12(9) of the IGST Act, 2017 provides that place of supply of passenger transportation services to a registered person shall be the location of 
such registered person. If such services are given to a person other than a registered person, then the place of supply of passenger transportation 
services shall be the place where the passenger embarks (begins) on the conveyance for a continuous journey. 
Based on the above, Place of supply is as follows: 
(i) The place of supply is the location of recipient i.e., New Delhi.  
(ii) Recipient being unregistered person, the place of supply is the address of Mr. C i.e., Chennai. If address of Mr. C is not available with the Delhi 

Metro, the place of supply will be the location of the supplier of services i.e., New Delhi.  
(iii) The return journey is treated as a separate journey, even if the tickets for onward and return journey are issued at the same time. Thus, being 

an unregistered person, the place of supply for the outward and return journeys are the locations where the unregistered person embarks on the 
conveyance for the continuous journey i.e., New Delhi and Mumbai respectively.  
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Q79.  Jet Air registered under GST and located in Mumbai operates flight from Delhi-Dubai-London-Dubai-Delhi. Mr. TYN who is unregistered 
person, purchase air ticket for Delhi-London. Two tickets are issued to him showing Delhi Dubai with a halt at Dubai for 5 hours and Dubai-London. 
Find the Place of supply of service and GST liability? 
Answer:  
POS = Delhi (i.e. place of embark)  
GST = Jet Air is liable to pay IGST for the entire value of air fair. 
Note: since, it is continuous journey, place of embarking of passenger who is unregistered person is relevant. 
 

Q80.  Jet Airways registered under GST and located in Mumbai operates flight from Mumbai-Delhi-Mumbai.  Mr. TYN who is unregistered person, 
purchase air ticket for Mumbai-Delhi-Mumbai. Only one ticket is issued to him showing both the route. Find the Place of supply of service and GST 
liability? 
Answer:  
POS = Mumbai (i.e. Mumbai-Delhi, place of embark is relevant)  
GST = Jet Airways is liable to pay CGST & SGST. 
POS = Delhi (i.e. Delhi-Mumbai, place of embark is relevant)  
GST = Jet Airways is liable to pay IGST. 
Note:  
(i) As per explanation, Mumbai-Delhi and Delhi-Mumbai journey will be considered two separate journeys. 
(ii) If there is stopover during the journey, the journey will not be considered as continuous journey 
 
Q82.  M/s Kingsize Airlines has issued a ticket/pass to Mr. Saxena, the winner of annual lucky draw, for travelling to anywhere in India . 
Determine the place of supply in this case.   [ICAI Practice paper] 
Answer: 

As per section 12(9) of the IGST Act, 2017, the place of supply of passenger transportation service to a person other than a registered 
person, shall be the place where the passenger embarks on the conveyance for a continuous journey. In the above case, the place of 
embarkation will not be available at the time of issue of invoice as the right to passage is for future use. Accordingly, place of supply 
cannot be the place of embarkation.  
The proviso to section 12(9) provides that where the right to passage is given for future use and the point of embarkation is not known 
at the time of issue of right to passage, the place of supply of such service shall be determined in accordance with the provisions of 
12(2).  
Thus, in such cases, the default rule shall apply i.e., the place of supply of services made to any person other than a registered person 
shall be the location of the recipient where the address on record exists and the location of the supplier of services in other cases.  
 

Q83. Zed Ltd. is engaged in fertilizer manufacturing in Karnataka. It has GST registration from Karnataka (Zed Ltd. does not 
have registration in any other State/ Union Territory). Tapas is head of finance department of the company. On January 10, 
2018, Tapas goes to Mumbai to attend a 3 day conference on international finance organised by Harvard Business School at 
Nariman Point. For this purpose, he incurs the following expenditure –  

1. Bengaluru-Mumbai air ticket (paid to Air Shakti, Karnataka): ` 26,000 + GST.  
2. 3 day conference participation fee (paid to Harvard Business School, at the time of registration in Mumbai): ` 1,50,000 + 

GST.  
3. Hotel expenditure (paid to Senerio Hotels, Mumbai): ` 60,000 + GST.  
4. Mumbai-Bengaluru air ticket (paid to Pawan Airways, Mumbai): ` 32,000 + GST. These expenses are paid by cheque by 

Zed Ltd. Recipient of supply is Zed Ltd. (GSTIN of Zed Ltd. is given on tax invoices).  
What is the place of supply in these cases?   [CMA RTP Dec 18] 
Answer: 
(a) Place of supply will be determined as follows –  
1. Bengaluru-Mumbai air ticket - This service is pertaining to transportation of passengers. It is covered by section 12(9) of IGST Act. If the recipient 
is a registered person, place of supply of service is the location of recipient of service. Zed Ltd. is registered in Karnataka. Place of supply of service 
is in Karnataka. Location of supplier is in Karnataka. Consequently, it is intra-state supply.  
2. Conference participation - Training services are covered by section 12(5) of IGST Act. If the recipient is a registered person, place of supply of 
service is the location of recipient of service. Zed Ltd. is registered in Karnataka. Place of supply of service is in Karnataka. Location of supplier is in 
Mumbai (it is assumed that Harvard Business School has taken registration in Mumbai as a casual taxable person for this conference). 
Consequently, it is inter-state supply.  
3. Lodging accommodation by Senerio Hotels - It is covered by section 12(3) (b) of IGST Act. Place of supply of service is the location of hotel 
building (i.e., Mumbai). Location of supplier is in Mumbai. It is, therefore, intra-state supply.  
4. Mumbai-Bengaluru air ticket - As discussed above, place of supply of service is in Karnataka. Location of supplier is in Mumbai. Consequently, it 
is inter-state supply. 
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12(11): place of supply of telecommunication services 
 
Q90. Determine Place of Supply in following cases:  
(i) Mr. X (Kolkata) gets a landline phone installed at his home from Skybel Ltd.  
(ii) Mr. Y (Mumbai) gets a DTH installed at his home from RT Ltd.  
(iii) Mr. D (Mumbai) takes a post-paid mobile connection in Mumbai from Skybel Ltd.  
(iv) Mr. E (New Delhi) gets his post-paid bill paid online from Goa.  
(v) Mr. C (Pune) purchases a pre-paid card from a selling agent in Mumbai.  
(vi) Mr. F (Puducherry) gets a pre-paid recharged from a grocery shop in Chennai.  
Answer: 

As per sec 12(11) of IGST Act 
The place of supply of telecommunication services including data transfer, broadcasting, cable and direct to home television services to any 
person shall, - 

(a) in case of services by way of fixed telecommunication line, leased circuits, internet leased circuit, cable or dish antenna, be the 
location where the telecommunication line, leased circuit or cable connection or dish antenna is installed for receipt of services; 

(b) in case of mobile connection for telecommunication and internet services provided on post-paid basis, be the location of billing 
address of the recipient of services on the record of the supplier of services; 

(c) in cases where mobile connection for telecommunication, internet service and direct to home television services are provided on 
pre-payment basis through a voucher or any other means, -  
 And if such pre-paid service is availed or the recharge is made through internet banking or other electronic mode of payment, the 
location of the recipient of services on the record of the supplier of services shall be the place of supply of such services. 

Hence  
 
(i) The place of supply is the location where the telecommunication line is installed i.e., Kolkata.  
(ii) The place of supply is the location where the DTH is installed i.e., Mumbai.  
(iii) The place of supply is the location of billing address of the recipient i.e., Mumbai.  
(iv) The place of supply is the location of the billing address of the recipient i.e., New Delhi. 
(v) The place of supply is the address of the selling agent or re-seller i.e., Mumbai. 
(vi) The place of supply is the location where such pre-payment is received i.e., Chennai 
 
 

 

Leased circuit is installed in more than one State/Union territory: Rule 6 
  
  
 
Q92.  
(i) A company T installs a leased circuit between the Delhi and Mumbai offices of a company C. Amount charged for the services is 20 lac. 

Determine Place of Supply and Value to be apportioned. 
(ii) A company T installs a leased circuit between the Chennai, Bengaluru and Mysuru offices of a company C. Amount charged for the services is 

18 lac. Determine Place of Supply and Value to be apportioned. 

(iii) A company T installs a leased circuit between the Kolkata, Patna and Guwahati offices of a company C. There are 3 points in this circuit in 
Kolkata, Patna and Guwahati. One point each of this circuit is, therefore, in West Bengal, Bihar and Assam. Amount charged for the services is 
18 lac. Determine Place of Supply and Value to be apportioned. 

Answer 
As per Section 12(11) of the IGST Act, 2017, if leased circuit is installed in more than one state and a consolidated amount is charged for supply of 
services relating to such circuit, the place of supply of such services shall be taken as being in each of the States in proportion to the value of 
services so provided in each State as ascertained from the terms of the contract or agreement entered into in this regard. In absence of such 
contract or agreement then the place of supply shall be determined as may prescribed in rules.   
As per Rule 6: Manner of determining proportionate value of service in the absence of a contract or agreement In the absence of a contract or 

agreement between the supplier and recipient of services, the value of services supplied in different States/Union territories (where the leased circuit is installed) is 
determined in accordance with rule 6 of the IGST Rules: in proportion to the number of points lying in each such State/ Union territory 

The number of points in a circuit is 
determined in the following 
manner- 

(i) In the case of a circuit between two points or places, the starting point or place of the circuit 
and the end point or place of the circuit will invariably constitute two points   
(ii) Any intermediate point or place in the circuit will also constitute a point provided that the 
benefit of the leased circuit is also available at that intermediate point   

Based on above Following are the Place of supply: 

(i) Place of Supply is Delhi, Maharashtra & Value for Delhi -10 lac, Value for Maharashtra -10 lac 
(ii) Place of Supply is Tamil Nadu, Karnataka & Value for Tamil Nadu - 6 lac, Value for Karnataka -12 lac 
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(iii) Place of Supply is West Bengal, Bihar and Assam & Value for West Bengal - 6 lac, Value for Bihar - 6 lac, Value for Assam - 6 lac 

 

 

Financial and stock broking services: Sec 12(12) 
 

 
Q94. A person from Mumbai goes to Kullu-Manali and takes some services from ICICI Bank in Manali. What is the place of supply? 
[ICAI Study Mat.] 
Answer: 
 If the service is not linked to the account of person, place of supply will be Kullu i.e., the location of the supplier of services. However, if the 

service is linked to the account of the person, the place of supply will be Mumbai, the location of recipient on the records of the supplier.  

Q95. 
(i) Mr. A (Chennai) buys shares from a broker in BSE (Mumbai).  
 (ii) Mr. B (New Delhi) withdraws money from Best Bank‘s ATM in Amritsar. Mr. B has crossed his limit of free ATM withdrawals.  
 (iii) Mr. C from Varanasi, Uttar Pradesh, visits a bank registered in New Delhi for getting a demand draft made. Mr. C does not have any account 
with the said bank.  

Answer: 
As per Section 12(12) of the IGST Act, 2017, the place of supply of banking services shall be the location of the recipient of service as 
available on the records of the supply of services. If the location of recipient of service is not on records of the supplier, the place of supply 
shall be the location of supplier of service. 
 

(i) The place of supply is the location of the recipient of services in the records of the supplier i.e., Chennai.  
(ii) The place of supply is the location of the recipient of services in the records of the supplier i.e., New Delhi.  
(iii) Therefore, since the location of recipient is not available in the records of the supplier, the place of supply is the location of the supplier of 

services i.e., New Delhi. 
 

  
 

Insurance services: Sec 12(13) 
 
  

 

Q100. Determine Place of Supply in following cases: 
(i) Mr. A, CEO of XY Ltd., Mumbai (a company registered in Maharashtra) buys insurance cover for the inventory stored in company‘s factory 

located at Mumbai, from Excellent Insurers, Chennai (registered in Tamil Nadu).  
(ii) Ms. B (unregistered resident of Kolkata) goes to her native place Patna, Bihar and buys a medical insurance policy for her parents there from 

Safe Insurers, Patna (registered in Bihar).  

Answer:  
As per Section 12(13) of IGST Act, 2017, insurance services provided to a registered person shall be the location of such registered person. 
In case of insurance services provided to a person other than a registered person, place of supply shall be location of the recipient of services 
on record of the supplier of services. Hence following are the Place of supply: 
(i) The place of supply is the location of the registered recipient i.e., Mumbai.  
(ii) The place of supply is the location of the recipient of services in the records of the supplier i.e., Patna. 
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Advertisement  services to Government: Sec 12(13) 
 
Q102. ‗PQ‘, a statutory body, deals with the all the advertisement and publicity of the  Government. It has issued a release order to  
‗Moon  Plus‘  channel  (registered in State  ‗A‘) for telecasting an advertisement relating to one of the schemes of the Government in the 
month of September 20XX. The advertisement will be telecasted in the States of ‗A‘,  ‗B‘, ‗C‘, ‗D‘ and ‗E‘. The total value of the service 
contract entered into between ‗Moon Plus‘ and ‗PQ‘ is Rs. 10,00,000 (exclusive of GST). 

You are required to determine the place of supply of the services in the instant case as  also the value of supply attributable to the 
States of ‗A‘, ‗B‘, ‗C‘, ‗D‘ and ‗E‘. 

Further, compute the GST liability [CGST & SGST or IGST, as the case may be] of ‗Moon Plus‘ as also advise it as to whether it should 
issue one invoice for the  entire  contract value or separate State-wise invoices. 

The other relevant information is given hereunder: 

   Table 1 

States Viewership figures of ‗Moon Plus‘ channel in the last week of June 20XX as provided by the Broadcast Audience 
Research Council 

A 50,000 

B + C 1,00,000 

D + E 50,000 

Table 2 

              States Population as per latest census (in crores) 

A 50 

B 180 

C 20 

D 100 

E 25 

The applicable rate of tax is as under: 
 

CGST SGST IGST 

9% 9% 18% 

           (RTP May 2020) 
Answer: 

As per section 12(14) of the IGST Act, 2017, the place of supply of advertisement services to the Central Government, a State 
Government, a statutory body or a local authority meant for the States or Union territories identified in the contract or agreement is 
taken as being in each of such States or Union territories (where the advertisement is broadcasted/ run /played/disseminated). 

Therefore, in the given case, the place of supply of advertisement service is in the States of ‗A‘, ‗B‘, ‗C‘, ‗D‘ and ‗E‘. 

The value of the supply of such advertisement services specific to each State/Union territory is in proportion to the amount attributable 
to the services provided by way of dissemination in the respective States/Union territories determined in terms of the contract or 
agreement entered into in this regard. 

In the absence of such a contract or agreement between the supplier and recipient of services, the proportionate value of 
advertisement services attributable to different States/Union territories (where the advertisement is broadcasted/run/played/ 
disseminated) is computed in accordance with rule 3 of the IGST Rules, 2017. 

As per rule 3(f) of the IGST Rules, 2017, in the case of advertisement on television channels, the amount attributable to the value of 
advertisement service disseminated in a State shall be calculated on the basis of the viewership of such channel in such State, which 
in turn, shall be calculated in the following manner, namely: - 

(i) the channel viewership figures for that channel for a State or Union territory shall be taken from the figures published 
in this regard by the Broadcast Audience Research Council; 

(ii) the figures published for the last week of a given quarter shall be  used  for  calculating viewership for the succeeding 
quarter; 

(iii) where such channel viewership figures relate to a region comprising of more than  one State or Union territory, the 
viewership figures for a State or Union  territory of  that region, shall be calculated by  applying the ratio of the 
populations of that State  or Union territory, as determined in the latest Census, to such viewership figures; 
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(iv) the ratio of the viewership figures for each State or Union territory as so calculated, when applied to the amount 
payable for that service, shall  represent the portion of  the value attributable to the dissemination in that State or 
Union territory. 

Therefore, value of supply attributable to ‗A‘, ‗B‘, ‗C‘, and ‗D‘ and ‗E‘, will be computed as under: 

 

 

 

 
 

States Viewership figures of ‗Moon Plus‘ channel as 
provided by the Broadcast Audience Research 
Council in the last week of June 20XX 

Viewership ratio of ‗Moon 
Plus‘ channel in the States 
‗A‘, (‗B‘ + ‗C‘) and (‗D‘ + ‗E‘) 

Proportionate value of 
advertisement services for 
States A‘, (‗B‘ + ‗C‘) and (‗D‘ 
+ ‗E‘) 

A 50,000 50,000: 1,00,000: Rs. 10,00,000 x 1/4 = 

  50,000 = 1:2:1 Rs. 2,50,000 

B + C 1,00,000  Rs. 10,00,000 x 2/4 = 

   Rs. 5,00,000 

D + E 50,000  Rs. 10,00,000 x 1/4 = 

   Rs. 2,50,000 

 

 

States Population as per latest     
census (in crores) 

Population ratio in the 
States  ‗B‘  & ‗C‘ and ‗D‘ & 
‗E‘ 

Proportionate value of advertisement services in 
the States ‗A‘, ‗B‘, ‗C‘, ‗D‘ & ‗E‘ 

A 50  Rs. 2,50,000 

B 180 B:C = 180:20 = 9:1 Rs. 5,00,000 x 9/10 = Rs. 4,50,000 

C 20 Rs. 5,00,000 x 1/10 = Rs. 50,000 

D 100 D:E = 100:25 = 4:1 Rs. 2,50,000 x 4/5 = Rs. 2,00,000 

E 25 Rs. 2,50,000 x 1/5 = Rs. 50,000 

Since, there are five different places of supply in the given case, ‗Moon Plus‘ channel will have to issue five separate invoices for each of 
the States namely, ‗A‘, ‗B‘, ‗C‘, ‗D‘ & ‗E‘ indicating the value pertaining to that State. The GST liability of ‗Moon Plus‘ channel will, therefore, 
be worked out as under: 

Computation of GST liability of ‗Moon Plus‘ 

States Proportionate value of 
advertisement services (Rs.) 

CGST @ 9% 
(Rs.) 

SGST @ 9% 
(Rs.) 

IGST @ 18% 
(Rs.) 

A 2,50,000 22,500 22,500  

B 4,50,000   81,000 

C 50,000   9,000 

D 2,00,000   36,000 

E 50,000   9,000 

Only in case of supply of services in State ‗A‘, the location of supplier (State ‗A‘) and the place of supply are in the same State, hence  
the  same is an  intra-State supply in terms  of section 8(1) of the IGST Act, 2017 and is thus, liable to CGST and SGST. In all the 
remaining cases of supply of services, the location of the supplier (State ‗A‘) and the  places of supply (States ‗B‘, ‗C‘, ‗D‘ & ‗E‘) are in 
two different States, hence the same are inter-State supplies liable to IGST [Section 7(1)(a) of the IGST Act,  2017  read  with section 
5(1) of that Act]. 
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Place of supply of services where the location of the supplier or the location of the recipient is outside India 
 

  

Q105. RST Inc., corn chips manufacturing company based in USA, intends to launch its products in India. However, the company 
wishes to know the taste and sensibilities of Indians before launching its products in India. For this purpose, RST Inc. has 
approached ABC Consultants, Mumbai, and (Maharashtra) to carry out a survey in India to enable it to make changes, if any, in its 
products to suit Indian taste.  
 
The survey is to be solely based on the oral replies of the surveyees; they will not be provided any sample by RST Inc. to taste. 
ABC Consultants will be paid in convertible foreign exchange for the assignment. 
 
 With reference to the provisions of GST law, determine the place of supply of the service. Also, explain whether the said supply will 
amount to export of service?   (RTP May 18)/ Que for Practice 
Answer: 
As per section 13(2) of the IGST Act, 2017, in case where the location of the supplier of services or the location of the recipient of services is 
outside India, the place of supply of services except the services specified in subsections (3) to (13) shall be the location of the recipient of 
services. Subsections (3) to (13) provide the mechanism to determine the place of supply in certain specific situations.  
 
The given case does not fall under any of such specific situations and thus, the place of supply in this case will be determined under sub-
section (2) of section 13. Thus, the place of supply of services in this case is the location of recipient of services i.e., USA. 
 
As per section 2(6) of the IGST Act, 2017, export of services means the supply of any service when,– 
(a) The supplier of service is located in India; 
(b) The recipient of service is located outside India; 
(c) The place of supply of service is outside India; 
(d) The payment for such service has been received by the supplier of Service in convertible foreign                                   exchange or in 
Indian rupees wherever Permitted by the Reserve Bank of India; and 
(e) The supplier of service and the recipient of service are not merely establishments of a distinct person in accordance with Explanation 1 in 
section 8 
 
Since all the above five conditions are fulfilled in the given case, the same will be considered as an export of service. 

Q106. Various services are being provided by the Mumbai port authorities to its clients such as services in respect of arrival of wagons 
at port, haulage of wagons inside port area up-to place of unloading, siding of wagons inside the port, unloading of wagons, movement 
of unloaded cargo to plot and staking hereof, movement of unloaded cargo to berth, shipment/loading on vessel etc.  
Determine Place of Supply, if such services are provided to M/s ABC ltd, registered in GST in Delhi. 
Also determine Place of Supply, if such services are provided to M/s John Ltd. of USA 
 Answer 

As per CBEC Clarification: services provided by Mumbai port authorities are ancillary to or related to cargo handling services and are 
not related to immovable property. 
Accordingly, the place of supply of such services will be determined as per the provisions contained in section 12(2) or section 13(2) of 
the IGST Act, as the case may be, depending upon the terms of the contract between the supplier and recipient of such services. 
Following are the Place of Supply 

(i) For M/s ABC Ltd.: Place of Supply is Delhi as per Sec 12(2) i.e. Location of Recipient  
(ii) For M/s John Ltd. of USA: Place of Supply is USA as per Sec 13(2) i.e. Location of Recipient 

 
  
Performance based services [Section 13(3)] and service provided at more than 1 location – Sec 13(7) 
 
  
 
 

Q109. Determine the Place of supply in following cases: 
(i) Mr. X (New Delhi) imports a machine from Germany for being installed in his factory at New Delhi. To install such machine, Mr. X 

takes the service of an engineer who comes to India from Germany for this specific installation.  
(ii) A software company located in United States of America (USA) takes services of a software company located in Bangalore to 

service its software in USA. The Indian software company provides its services through electronic means from its office in India.  
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(iii) ABC Ltd., Hyderabad has exported a machine to a company in Indonesia. The machine stops functioning and is thus, imported by 

ABC Ltd. for free repairs in terms of the sale contract. The machine is exported after repairs.  
(iv) QR Pvt. Ltd. imports raw diamonds from a diamond merchant in Belgium for the purpose of cutting, polishing and 

finishing the same. After the work is completed, the finished diamonds are exported to the diamond merchant in Belgium.  
(v) Mr. X, a hair stylist registered in New Delhi, travels to Singapore to provide his services to Ms. Y, a resident of Singapore.  
(vi) PQR Consultants, New Delhi, bags a contract for doing a market research for a vehicle manufacturing company based in South 

Korea, in respect of its upcoming model of a car. The research is to be carried out in five countries including New Delhi in India.  
Answer:  
 
(i) As per Sec 13(3)(a) of IGST Act, The place of supply of shall be the location where the services are actually performed, :- 

For services supplied in respect of goods which are required to be made physically available by the recipient of services to the 
supplier of services, or to a person acting on behalf of the supplier of services in order to provide the services 
Hence, the place of supply of installation service, which requires the physical presence of machinery, is the location where the 
service is actually performed i.e., New Delhi.  

(ii) As per Sec 13(3) (a) of IGST Act, The place of supply shall be the location where goods are situated at the time of supply of 
services: - for where services are provided in respect of goods from a remote location by way of electronic means, Hence, the 
place of supply is the location where goods are situated at the time of supply of service i.e., USA.  

(iii) in the case of services supplied in respect of goods which are temporarily imported into India for repairs or for any other treatment 
or process and are exported after such repairs or treatment or process without being put to any use in India, Place of Supply 
determined as per Sec 13(2). Hence, the place of supply of repair service is the location of the recipient i.e., Indonesia.  

(iv) in the case of services supplied in respect of goods which are temporarily imported into India for repairs or for any other treatment 
or process and are exported after such repairs or treatment or process without being put to any use in India, Place of Supply will 
not be determined under Sec 13(3) (a), where Place of Supply is Where services are actually performed.  
But Place of Supply is determined as per Sec 13(2). Hence, the place of supply of job work undertaken by QR Pvt. Ltd. is 
the location of the recipient i.e., Belgium. 

(v) As per Sec 13(3) (a) of IGST Act, The place of supply of shall be the location where the services are actually performed:- 
For services supplied to an individual, represented either as the recipient of services or a person acting on behalf of the recipient, 
which require the physical presence of the recipient or the person acting on his behalf, with the supplier for the supply of services. 
The place of supply is the location where the services are actually performed i.e., Singapore.  

(vi) As per Sec 13(6) of IGST Act, Where any services relating to Sec 13(3) or (4) or (5) is supplied at more than one location, 
including a location in the taxable territory, its place of supply shall be the location in the taxable territory. 
 Since the services are supplied at more than one location including a location in the taxable territory, the place of supply is the 
location in the taxable territory i.e., New Delhi 

 
Que 109(ii) 

 (CA Final Nov 20):  Question 3(b) 
M/s Joinder Drills of Australia exports rough rock cutting diamonds to M/s Ankit Enterprises of India, a registered supplier in the State of Haryana. 
M/s Ankit Enterprises is expected to process them into tools and export the same to the supplier in Australia.  The process does not involve any 
sophisticated process other than cutting, polishing and finishing. M/s Ankit Enterprises requests M/s Joinder Drills for use of such tools for his 
business in India for 3 months, which is agreed to by the supplier.  It then exports it to the Australian supplier, invoicing it for ₹ 12,00,000 for 
processing it into the required tool.  
M/s Ankit Enterprises is of the assumption that it is an export transaction and therefore, it is entitled to treat it as a zero-rated supply and decides 
that no tax is payable under LUT although the rate applicable to such services for domestic supplies is CGST - 9%,  SGST - 9% and IGST - 18%.  
State the provisions relating to the above supply of service and explain whether the stand taken by M/s Ankit Enterprises is correct and also 
determine the tax, if applicable, as the goods are now moving out of Haryana. (4 Marks)  

 
Answer   
One of the conditions for a supply of service to qualify as export of service is that the place of supply of said service must be outside India.   
 The place of supply of services supplied in respect of the goods which are temporarily imported into India for any other treatment/process and are 

exported after such treatment/process without being put to any use in India, other than that which is required for such treatment/process, is the 
location of recipient of such service [Second proviso to section 13(3)(a) of the IGST Act, 2017].  
In view of the above, in the given case, the place of supply of the services provided by  M/s Ankit Enterprises is the place where the services 
are actually performed, i.e., in India as the tools to be exported have been used in India for 3 months before their export.  Resultantly, the 
supply of services by M/s Ankit Enterprises do not qualify as export of service.     
Since the recipient is outside India, the place of supply is governed by section 13 and hence, the supply is not an intra-State supply in terms of 
section 8(2) of the IGST Act, 20171.   
 Therefore, since the place of supply is in India and the supply is not an intra-State supply, the same is an inter-State supply [in terms of 
section 7(5)(c) of the IGST Act, 2017] of services and not of goods.  Thus, the same is liable to IGST of ₹ 1,83,051  (₹ 12,00,000/118 x 18)2.  
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1
 In case where the place of supply (determined under section 13 of the IGST Act, 2017) and the location of 

supplier are in the same State, CBIC FAQs on ‘Banking, Insurance and Stock Brokers Sector’ have taken a view 
that such supplies will be treated as intra-State supply.  
2
 It has been assumed that the amount of ₹ 12,00,000 is inclusive of IGST.   

  

 

 

Section 13(7) 
 
Q110. Determine the Place of Supply and Value to be apportioned in following cases:  

(i) A company C which is located in Kolkata is providing the services of testing of a dredging machine and the TESTING SERVICE ON THE 
MACHINE For Rs 10 lac is carried out in Orissa and Andhra Pradesh. Determine Place of Supply and Value to be apportioned. 

(ii) A company C which is located in Delhi is providing the service of servicing of two cars belonging to Mr. X. One car is of manufacturer J 
Valuing 10 lac and is located in Delhi and is serviced by its Delhi workshop. The other car is of manufacturer A Valuing 20 lac and is 
located in Gurugram and is serviced by its Gurugram workshop. Amount charged for the services is 60000.   

Answer 

As per Sec 13(7) of IGST Act 2017, In the case of services supplied in respect of goods which are required to be made physically available by the 
recipient of services to the supplier of services, where the location of the supplier of services or the location of the recipient of services is outside 
India, and where such services are supplied in more than one State or Union territory,  

The place of Supply shall be taken as being in each of the respective States or Union territories, and the proportion of value attributable to each such 
State and Union territory in the absence of any contract or agreement between the supplier of service and recipient of services for separately 
collecting or determining the value of the services in each such State or Union territory, as the case maybe, shall be determined in the following 
manner: 

S. 
No. 

Cases  Manner of computing the proportionate value of service 

1 Services supplied on 
the same goods 

Equally dividing the value of service in each of the States/ Union territory where the service is performed  

2  Services supplied on 
different goods 

Considering the ratio of the invoice value of goods in each States/ Union territory, on which service is 
performed, as the ratio of the value  of the service performed in each State/Union territory  

(i) Hence the Place of Supply is Orissa and Andhra Pradesh & Value for Orissa- 5 lac, Value for Andhra Pradesh - 5 lac 
(ii) Hence the Place of Supply is Delhi, Haryana & Value for Delhi - 20000, Value for Haryana – 40000 
 

Q 111.A makeup artist M has to provide make up services to an actor A. A is shooting 10 scenes in Mumbai and 40 scenes In Goa. M provides the 
makeup services for Rs 50000 before every shoot in Mumbai and Goa. Determine Place of Supply and Value to be apportioned. 
  

Answer 
 As per Sec 13(7) of IGST Act 2017, In the case of services supplied to an individual, represented either as the recipient of services or a person 
acting on behalf of the recipient, which require the physical presence of the recipient or the person acting on his behalf, where the location of the 
supplier of services or the location of the recipient of services is outside India, and where such services are supplied in more than one State or Union 
territory,  

The place of Supply shall be taken as being in each of the respective States or Union territories, and the proportion of value attributable to each such 
State and Union territory in the absence of any contract or agreement between the supplier of service and recipient of services for separately 
collecting or determining the value of the services in each such State or Union territory, as the case maybe, shall be determined in the following 
manner: 

Case Manner of computing the proportionate value of service 

Services supplied to individuals Applying generally accepted accounting principles.  

 

Hence the Place of Supply is Maharashtra and Goa & Value for Maharashtra-10000, Value for Goa – 40000 

Q112. How should the place of supply be determined in case of supply of software/design services related to Electronics Semi-

conductor and Design Manufacturing (ESDM) industry by a supplier located in taxable territory to a service recipient located in non-

taxable territory by using the sample hardware kits provided by the service recipient 

Answer  
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(i) The Foreign client/ customer electronically provides Indian 

development and design companies with design requirements 

and Intellectual Property blocks (“IP blocks”, reusable units 

of software logic and design layouts that can be combined to 

form newer designs).  

(ii) Based on these, the Indian company digitally integrates the 

various IP blocks to develop the software and the silicon or 

hardware design.  

(iii) These designs are communicated abroad (in industry standard 

electronic formats) either to the foreign customer or (on 

behest of the customer) a manufacturing facility for the 

manufacture of hardware based on such designs. 

(iv) In addition, the software developed is also integrated upon or 

customized to this hardware.  

(v) On some occasions, samples of such prototype hardware are 

then provided back to the Indian development and design 

companies to test and validate the software and design that 

has been developed to ensure that    it is error free. 

Clarification: 

Software testing is ancillary Supply: It is observed that 

in contracts where service provider is involved in a 

composite supply of software development and 

design for integrated circuits electronically, testing of 

software on sample prototype hardware is often an 

ancillary supply, whereas, chip design/software 

development is  the  principal supply of the service 

provider. The service provider is not involved in 

software testing alone as a separate service. The 

testing of software/design is aimed at improving the 

quality of software/design and is an ancillary activity. 

The entire activity needs to be viewed as one supply 

and accordingly treated for the purposes of taxation. 

Artificial vivisection of the contract of a composite 

supply is not provided in law. These cases are fact 

based and each case should be examined for the nature 

of supply contracted. 

POS as per Sec 13(2): Therefore, it is clarified that the 

place of supply of software/design by supplier 

located in taxable territory to service recipient 

located in non-taxable territory by using sample 

prototype hardware / test kits in a composite supply, 

where such testing is an ancillary supply, is the 

location of the service recipient as per section 13(2) of 

the IGST Act. Provisions of section 13(3) (a) of IGST 

Act do not apply separately for determining the place 

of supply for ancillary supply in such cases. 

Issue: The question arose whether provision of hardware 

prototypes and samples and testing thereon lends these services 

the character of performance-based services in respect of “goods 

required to be made physically available by the recipient to the 

provider”. 

Services by way of admission to and/or organization of events or celebrations etc. [Section 13(5)] 
Q118. Determine Place of Supply in following cases 
(i) Mr. Kapil Sharma a Jalandhar based comedian hosted a comedy show at Singapore with help of event organizer located in Dubai.  
(ii) Mr. Kapil Sharma a Jalandhar based comedian hosted a comedy show at Singapore on birth day occasion of Mumbai based actor Mr. Shah 

Rukh Khan‘s son AbRam an un-registered person. Find the GST liability if any?  
(iii) Mr. D of Delhi being an event organizer hosted an exhibition at Mumbai to exhibit the products of exhibitor (namely M/s S Silks Ltd. of 

Singapore).  
(iv) Mr. D of Dhaka being an event organizer hosted an exhibition in Mumbai to exhibit the products of exhibitor (namely M/s S Silks Ltd. of Shimla).  
 
Answer:  

As per Section 13(5) of the IGST Act, 2017 the place of supply of services supplied by way of admission to, or organization of, a cultural, 
artistic, sporting, scientific, educational, or entertainment event, or a celebration, conference, fair, exhibition, or similar events, and of services 
ancillary to such admission will be the place where the event is actually held 
 
(i) POS = Singapore.  
(ii) POS = Mumbai (i.e., location of the recipient Sec. 12(7) of IGST Act, 2017)  

GST = IGST is liable to pay by Mr. Kapil Sharma.  
(iii) POS = Mumbai GST = IGST is liable to pay by Mr. D of Delhi. 
(iv) POS = Mumbai GST = IGST is liable to pay by M/s S Silks Ltd. of Shimla (RCM)  

 

(CA Final RTP May 21) 

17. Determine the place of supply in the following independent cases:-  

(i) Mr. Sahukaar (New Delhi) boards the New Delhi-Kota train at New Delhi.  Mr. Sahukaar sells the goods taken on 

board by him (at New Delhi), in the train, at Jaipur during the journey.    
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(ii) Vidhyut Pvt. Ltd. imports electric food processors from China for its Kitchen Store in Noida, Uttar Pradesh.  Vidhyut 

Pvt. Ltd. is registered in Uttar Pradesh.    

(iii) Mr. Aatmaram, a manager in a Bank, is transferred from Bareilly, Uttar Pradesh to  

Bhopal, Madhya Pradesh.  Mr. Aatmaram’s family is stationed in Kanpur, Uttar Pradesh.  He hires Gokul Carriers of 

Lucknow, Uttar Pradesh (registered in Uttar Pradesh), to transport his household goods from Kanpur to Bhopal.    

(iv) Bholunath, a resident of New Delhi, opens his saving account in New Delhi branch of Best Bank after undergoing the 

KYC process.  He goes to Amritsar for some official work and withdraws money from Best Bank’s ATM in Amritsar 

thereby crossing his limit of free ATM withdrawals.    

(v) Mr. Chakmak, an architect (New Delhi), enters into a contract with Mr. Zeeshaan of New York to provide 

professional services in respect of immovable properties of Mr. Zeeshaan located in Pune and New York.  

Answer:- Section 10(1)(e) of the IGST Act, 2017 lays down that place of supply of goods supplied on board a 

conveyance like aircraft, train, vessel, or a motor vehicle, is the location where such goods have been taken on 
board. Thus, in the given case, the place of supply of the goods sold by Mr. Sahukaar is the location at which the goods 
are taken on board, i.e. New Delhi and not Jaipur where they have been sold. 

(ii) As per section 11(a) of the IGST Act 2017, if the goods have been imported in India, the place of supply 

of goods is the place where the importer is located. Thus, in the present case, the pla ce of supply of 
the goods imported by Vidhyut Pvt. Ltd. is Noida, Uttar Pradesh. 

(iii) As per section 12(8) of the IGST Act, 2017, the place of supply of services by way of transportation of 
goods, including by mail or courier provided to an unregistered person, is the location at which such 

goods are handed over for their transportation. 

Since in the given case, the recipient – Aatmaram – is an unregistered person, the place of 

supply is the location where goods are handed to Gokul Carriers over for their 

transportation, i.e. Kanpur. 

(iv) As per section 12(12) of the IGST Act, 2017, the place of supply of banking and other financial services, 

including stock broking services to any person is the location of the recipient of services in the 
records of the supplier of services. Thus, in the given case, the place of supply is the location of the 

recipient of services in the records of the supplier bank, i.e. New Delhi. 

(v) As per section 13(4) read with section 13(6) of the IGST Act, 2017, where services supplied 

directly in relation to an immovable property are supplied at more than one location, 

including a location in the taxable territory, the place of supply is the location in the taxable 

territory. Since in the given case, the immovable properties are located in  more than 

one location including a location in the taxable territory, the place of supply of architect 

service is the location in the taxable territory, i.e. Pune. 

 
 
 
Banking and financial services, Intermediary services and Hiring of means of transport [Section 13(8)] 
 

 

(CA Final July 21): Question 3 (b) 
 
XYZ Ltd. has obtained a loan from a foreign bank. The company does not have an account with the foreign bank from whom it has 
taken the loan. Whether RCM liability under GST laws should be discharged in this regard for import of services received in relation to 
the loan?   
 Provide relevant legal provisions in support of your answer.  (4 Marks)  
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Answer   
Yes.  RCM liability needs to be discharged on such services.    

The place of supply of services supplied by a banking company in case where either supplier or recipient is located outside India 
is location of supplier provided said services are supplied to an account holder, otherwise the place of supply is the location of the 
recipient.  
Accordingly, in the given case, the place of supply is the location of recipient – XYZ Ltd., i.e., India.  
Since the supplier is outside India and recipient and place of supply are in India, said service qualifies as import of services which 
in turn, is considered as inter-State supply.   

 
Q121.  
(i) Mr. C, a foreign tourist, on a visit to Varanasi (Uttar Pradesh) uses his international debit card to withdraw money from an ATM of a local 
Bank registered in Uttar Pradesh.  
 (ii) A travel agent registered in New Delhi books a tour of famous Indian cities for a Dubai resident.  
 (iii) Mr. D, an unregistered person based in New Delhi hires a yacht from a company based in London, UK for 20 days.  
Answer:  
(i) As per Section 13(8) of the IGST Act, 2017, the place of supply is the location of the supplier of services i.e., Varanasi.  
(ii) As per Section 13(8) of the IGST Act, 2017, the place of supply is the location of the supplier of services i.e., New Delhi.  
(iii) As per Section 13(8) of the IGST Act, 2017, the place of supply is the location of the supplier of services i.e., London. 
 
Q122. Mr. S has a permanent residence at Chennai. He has a savings bank account with Chennai Mound Road Branch of State Bank of India. On 

Aug 1, 2015, Mr. S opened a safe deposit locker with the Chennai Mound Road Branch of State Bank of India. Mr. S went to Singapore for official 

work in Sep, 2015 and has been residing there since then. Mr. S contends that since he is a non-resident during the year 2017-18 in terms of the 

Income-tax Act, GST cannot be levied on the locker fee charged by State Bank of India for the year 2017-18. Examine the correctness of the 

contention of Mr. S.  

Answer:  

As per Section 13(8) of the IGST Act, 2017 the place of provision of service is the location of the service provider for the Services supplied by 
a banking company, or a financial institution, or a non- banking financial company, to account holders; 
 

POS = Chennai  

GST = CGST and SGST is liable to pay by State Bank of India Chennai Mount Road Branch.   
 
Q123. ABC Pvt. Ltd., New Delhi, provides support services to foreign customers in relation to procuring goods from India. The 
company identifies the prospective vendor, reviews product quality and pricing and then shares the vendor details with the foreign 
customer.  
 
The foreign customer then directly places purchase order on the Indian vendor for purchase of the specified goods. ABC Pvt. Ltd. 
charges its foreign customer cost plus 10% mark up for services provided by it.  
 
For the month of December, 20XX, the company has charged US $1, 00,000 (exclusive of GST) to its foreign customer. With 

reference to the provisions of GST law, examine whether the said supply will amount to export of service? With reference to the 

provisions of GST law, examine whether the company is liable to pay IGST or CGST and SGST.  

Note: GST @ 18% is applicable on supply of the support services provided by ABC Pvt. Ltd. Rate of exchange is Rs. 65 per US $  
 (RTP May 18) (Mock Test April 18) 
 
Answer: 
Section 2(13) of the IGST Act, 2017 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 ABC Pvt. Ltd. is arranging or facilitating supply of goods between the foreign customer and the Indian vendor, the said 
services can be classified 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 
section13 of the IGST Act, 2017. 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, 2017.As per section 13(8) (b), the place of supply in case of 
intermediary services is the location of the supplier i.e., the location of ABC Pvt. Ltd. which is New Delhi. 
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 As per section 2(6) of the IGST Act, 2017, export of services means the supply of any service when,– 
 
(a) The supplier of service is located in India; 
(b) The recipient of service is located outside India; 
(c) The place of supply of service is outside India; 
(d) The payment for such service has been received by the supplier of service in convertible foreign exchange or in Indian rupees wherever 
permitted by the Reserve Bank of India; and 
(e) The supplier of service and the recipient of service are not merely establishments of a distinct person in accordance with Explanation 1in 
section 8. 
Since, in the given case, place of supply is in India, this transactions does not tantamount to export of service. 
 
Further, as per section 8(2) of the IGST Act, 2017, 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 ABC Pvt. Ltd. and the place of supply of the service provided by it are in New Delhi, 
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. 5, 85,000 (1, 00,000 x 65 x 9%)  
SGST = Rs. 5, 85,000 (1, 00,000 x 65 x 9%)  
 Q124. What would be the place of supply of service in the following independent cases? 

(i) MN Trade Links of New Delhi are appointed as commission agent by a foreign company for sale of its goods to Indian customers. In 
lieu of their services, MN Trade Links receive a fixed percentage of commission from the concerned foreign company. 

(ii) OP Fabricators of Mumbai has temporarily imported certain goods from its customer located in Hongkong for repairs. The said 
goods have been re-exported to Hongkong after carrying out the necessary repairs without being put to any use in Mumbai. 

(iii) UV Airlines, an airlines located in New Delhi, has hired aircrafts from a foreign Airlines for a period of 15 days. 
Answer 

(i) As per sec 13(8) - The place of supply of intermediary service shall be the location of the supplier of services,  POS = New Delhi 
(ii)  As per sec 13(3) - The place of supply of the following services shall be the location where the services are actually performed, 

namely :- (a) services supplied in respect of goods which are required to be made physically available by the recipient of services 
to the supplier of services, or to a person acting on behalf of the supplier of services in order to provide the services : 
Provided further that nothing contained in this clause shall apply in the case of services supplied in respect of goods which are 
temporarily imported into India for repairs and are exported after repairs without being put to any other use in India, than that which 
is required for such repairs; 
Hence POS as per sec 13(2), POS = Location of Recipient of service i.e. Hongkong 

(iii) As per sec 13(8)(c) - The place of supply of the following service shall be the location of the supplier of service, namely :- services 
consisting of hiring of means of transport, including yachts but excluding aircrafts and vessels, up to a period of 1 month.  
But for Aircraft, POS as per sec 13(2) and hire of means of transport for more than 1 month, POS as per 13(2), POS = 
Location of Recipient of service i.e. New Delhi 

Q138. What will be the Place of Supply of research and development services related to pharmaceutical sector by a person located in taxable 
territory to a person located in the non-taxable territory? List out some of the services? 
Answer: 
Following service notified under section 13(13)   

Description of services or circumstances Place of Supply 

Supply of research and development services related to pharmaceutical sector as specified below by a person 
located in taxable territory to a person located in the non-taxable territory. 

location of the recipient 
of services  

Supply of maintenance, repair or overhaul service in respect of aircrafts, aircraft engines and other aircraft components 
or parts supplied to a person for use in the course or furtherance of business.  

location of the recipient of 
service.‖ 

Conditions:- 

(i) Supply of services from the taxable territory are provided as per a contract between the service provider located in taxable territory 
and service recipient located in non-taxable territory. 

(ii) Such supply of services fulfils all other conditions in the definition of export of services, except the condition that Place of supply 
is outside India 

Sl. Nature of Supply General Description of Supply 

1 Integrated discovery & 
development 

This process involves discovery and development of molecules by pharmaceutical sector for 

medicinal use. The steps include designing of compound, evaluation of the drug metabolism, 
biological activity, manufacture of target compounds, stability study and long-term toxicology impact. 2 Integrated development 

3 Evaluation of the efficacy of 
new chemical/ biological entities 
in animal models of disease 

This is in vivo research (i.e. within the animal) and involves development of customized animal model 
diseases and administration of novel chemical in doses to animals to evaluate the gene and protein 
expression in response to disease. In nutshell, this process tries to discover if a novel chemical entity 
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that can reduce or modify the severity of diseases. The novel chemical is supplied by the service 
recipient located in non-taxable territory. 

4 Evaluation of biological activity 
of novel chemical/ biological 
entities in in-vitro assays 

This is in vitro research (i.e. outside the animal). An assay is first developed and then the novel 
chemical is supplied by the service recipient located in non-taxable territory and is evaluated in the 
assay under optimized conditions. 

5 Drug metabolism and 
pharmacokinetic s of new 
chemical entities 

This process involves investigation whether a new compound synthesized by supplier can be 
developed as new drug to treat human diseases in respect of solubility, stability in body fluids, stability in 
liver tissue and its toxic effect on body tissues. Promising compounds are further evaluated in animal 
experiments using rat and mice. 

6 Safety Assessment/ Toxicology Safety assessment involves evaluation of new chemical entities in laboratory research animal models 
to support filing of investigational new drug and new drug application. Toxicology team analyses the 
potential toxicity of a drug to enable fast and effective drug development. 

7 Stability Studies Stability studies are conducted to support formulation, development, safety and efficacy of a new drug. 
It is also done to ascertain the quality and shelf life of the drug in their intended packaging configuration. 

8 Bio-equivalence and Bio- 
availability Studies 
 

Bio-equivalence is a term in pharmacokinetics used to assess the expected in vivo biological equivalence of 
two proprietary preparations of a drug. If two products are said to be bioequivalent it means that they 
would be expected to be, for all intents and purposes, the same. Bio- availability is a measurement of 
the rate and extent to which a therapeutically active chemical is absorbed from a drug product into 
the systemic circulation and becomes available at the site of action. 

9 Clinical trials The drugs that are developed for human consumption would undergo human testing to confirm its 
utility and safety before being registered for marketing. The clinical trials help in collection of 
information related to drugs profile in human body such as absorption, distribution, metabolism, excretion 
and interaction. It allows choice of safe dosage. 

10 Bio analytical studies Bio analysis is a sub-discipline of analytical chemistry covering the quantitative measurement of drugs 
and their metabolites, and biological molecules in unnatural locations or concentrations and 
macromolecules, proteins, DNA, large molecule drugs and metabolites in biological systems. 

 

Question on Amendment 
 
Q139. Mr. A is supplier registered under GST in Delhi (India) engaged in maintenance, repair or overhaul service in respect of aircrafts/Ships, 
their engines and other aircraft/Ship components or parts. He has supplied the maintenance, repair or overhaul service in respect of aircrafts 
OR ships and other vessels, their engines to M/s XYZ Airlines /Shipping  Co.of USA. Determine the Place of Supply. 
Answer 
Supply of maintenance, repair or overhaul service in respect of aircrafts, aircraft engines and other aircraft components 
or parts supplied to a person for use in the course or furtherance of business.  

location of the recipient of 
service.‖ 

Supply of maintenance, repair or overhaul service in respect of ships and other vessels, their 
engines and other components or parts supplied to a person for use in the course or furtherance of 
business 

location of the 
recipient of service.‖ 

 
Conditions:- 

(i) Supply of services from the taxable territory are provided as per a contract between the service provider located in taxable territory 
and service recipient located in non-taxable territory. 

(ii) Such supply of services fulfils all other conditions in the definition of export of services, except the condition that Place of supply 
is outside India 

Hence, the Place of supply is USA.  

Q1:  whether the supply of service by a subsidiary/ sister concern/ group concern, etc. of a foreign company in India, which is 
incorporated under the laws in India, to the foreign company incorporated under laws of a country outside India, will be treated as export 
of service under section 2(6) of IGST Act.    

Ans  

 Clarification:  
  
it is clarified that a company incorporated in India and a body corporate incorporated by or under the laws of a country outside India, which 
is also referred to as foreign company under Companies Act, are separate persons under CGST Act, and thus are separate legal entities. 
Accordingly, these two separate persons would not be considered as ―merely establishments of a distinct person in accordance with 
Explanation 1 in section 8‖.  
  
Therefore, supply of services by a subsidiary/ sister concern/ group concern, etc.  of a foreign company, which is incorporated in India 
under the Companies Act, 2013 (and thus  qualifies as a ‗company‘ in India as per Companies Act),  to the establishments of the said foreign 
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company located outside India (incorporated outside India), would not be barred by the condition (v) of the sub-section (6) of the section 2 of the 
IGST Act 2017 for being considered as export of services, as it  would not be treated as supply between merely establishments of distinct 
persons under Explanation 1 of section 8 of IGST Act 2017 .  
Similarly, the supply from a company incorporated in India to its related establishments outside India, which are incorporated under the 
laws outside India, would not be treated as supply to merely establishments of distinct person under Explanation 1 of section 8 of IGST Act 2017.  
Such supplies, therefore, would qualify as ‗export of services‘, subject to fulfilment of other conditions as provided under sub-section (6) of 
section 2 of IGST Act. 
Hence, supply of service by a subsidiary/ sister concern/ group concern, etc. of a foreign company in India, which is incorporated under 

the laws in India, to the foreign company incorporated under laws of a country outside India, will be treated as export of service. 

Q 2:  A‘ and ‗B‘ have entered into a contract as per which ‗A‘ needs to provide a service of, say, Annual Maintenance of tools and 
machinery to ‗B‘. ‗A‘ subcontracts a part or whole of it to ‗C‘. Accordingly, ‗C‘ provides the service of annual maintenance to ‗A‘ as part of 
such sub-contract, by providing annual maintenance of tools and machinery to the customer of ‗A‘, i.e. to ‗B‘ on behalf of ‗A‘. Whether ‗C‘ is an 
intermediary? 
Answer  

Though ‗C‘ is dealing with the customer of ‗A‘, but ‗C‘ is providing main supply of Annual Maintenance Service to ‗A‘ on his own 
account, i.e. on principal to principal basis. In this case, ‗A‘ is providing supply of Annual Maintenance Service to ‗B‘, whereas ‗C‘ is 
supplying the same service to ‗A‘. 

Thus, supply of service by ‗C‘ in this case will not be considered as an intermediary.   

 

Q 3:  ‗A‘ is a manufacturer and supplier of a machine.  ‗C‘ helps ‗A‘ in selling the machine by identifying client ‗B‘ who wants to purchase 

this machine and helps in finalizing the contract of supply of machine by ‗A‘ to ‗B‘.  ‗C‘ charges ‗A‘ for his services of locating ‗B‘ and helping in 

finalizing the sale of machine between ‗A‘ and ‗B‘, for which ‗C‘ invoices ‗A‘ and is paid by ‗A‘ for the same. Whether ‗C‘ is an intermediary? 

While ‗A‘ and ‗B‘ are involved in the main supply of 
the machinery, ‗C‘, is facilitating the supply of 
machine between ‗A‘ and ‗B‘. 

In this arrangement, ‗C‘ is providing the ancillary supply of arranging or facilitating 
the ‗main supply‘ of machinery between ‗A‘ and ‗B‘ and therefore, ‗C‘ is an 
intermediary and is providing intermediary service to ‗A‘.   

 

  Q 4:  A‘ is a software company which develops software for the clients as per their requirement.  ‗A‘ has a contract with ‗B‘ for providing some 

customized software for its business operations.  A‘ outsources the task of design and development of a particular module of the software 

to ‗C‘, for which ―C‘ may have to interact with ‗B‘, to know their specific requirements. 

Whether ‗C‘ is an intermediary? 

Ans  

In this case, ‗C‘ is providing main supply of service of design and development of software to ‗A‘, and thus, ‗C‘ is not an intermediary in this 
case.   

 

Q 5:  An insurance company ‗P‘, located outside India, requires to process insurance claims of its clients in respect of the insurance service 

being provided by ‗P‘ to the clients. For processing insurance claims, ‗P‘ decides to outsource this work to some other firm. For this purpose, 

he approaches ‗Q‘, located in India, for arranging insurance claims processing service from other service providers in India.  

‗Q‘ contacts ‗R‘, who is in business of providing such insurance claims processing service, and arranges supply of insurance claims 
processing service by ‗R‘ to ‗P‘. ‗Q‘ charges P a commission or service charge of 1% of the contract value of insurance claims processing 
service provided by ‗R‘ to ‗P‘ 
Whether ‗B‘ is an intermediary? 

ANS  

In such a case, main supply of insurance claims processing service is between ‗P‘ and ‗R‘, while ‗Q‘ is merely arranging or facilitating the 

supply of services between ‗P‘ and ‗R‘, and not himself providing the main supply of services. Accordingly, in this case, ‗Q‘ acts as an 

intermediary as per definition of sub-section (13) of section 2 of the IGST Act.  

 

Q 6:  A‘ is a manufacturer and supplier of computers based in USA and supplies its goods all over the world. As a part of this supply, ‗A‘ is also 

required to provide customer care service to its customers to address their queries and complains related to the said supply of computers.   
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‗ ‗A‘ decides to outsource the task of providing customer care services to a BPO firm, ‗B‘. ‗B‘ provides customer care service to ‗A‘ by 

interacting with the customers of ‗A‘ and addressing / processing their queries / complains. ‘B‘ charges ‗A‘ for this service  

Whether ‗B‘ is an intermediary? 

ANS  

. ‗B‘ is involved in supply of main service ‗customer care service‘ to ‗A‘, and therefore, ‘‘B‘ is not an intermediary.   

 

Mixed ICAI que 

(CA Final Jan 21): Question 2 (a) 

 Determine place of supply along with reasons in the following cases:   

(i) Mr. X, an architect (Kolkata), provides interior decorator services to Mr. Y of New York (USA) in relation to his immovable property 
located in New Delhi.  

(ii) Mr. A (a Chartered Accountant registered in Kolkata) supplies services to his client in Bhubaneswar (registered in Bhubaneswar, 
Odisha).  

(iii) ABC Ltd. of Patna imported certain goods from XYZ Inc. of USA. The goods were imported through vessel and delivery of goods was 
taken at Kolkata, whereafter the movement terminates and the goods are stored.  

(iv) Mr. X, registered in Guwahati, has availed land-line services from BSNL. The telephone is installed in residential premises in Kolkata and 
the billing address is office of Mr. X in Guwahati.  

(v) Mr. X, residing in Chennai, is travelling with an Indian Airline aircraft and is provided with movie-on-demand service for `100 as on-board 
entertainment during  Delhi-Chennai leg of a Bangkok-Delhi-Chennai flight.  

(vi) Mr. X of Kolkata purchased online tickets for Aquatica water park in Mumbai.  

(vii) Mr. Z, an unregistered person of Kolkata, sends a courier from New Delhi to his friend in Chennai, Tamil Nadu while he was on trip to 
New Delhi.  

(viii) Mr. X, a registered person in Ranchi, Jharkhand, buys shares from a broker in Patna on NSE, Mumbai. Determine the place of supply of 
brokerage service.  

(ix) XYZ Ltd., New Delhi entered into contract with an Indian airline for the supply of biscuit packets for further supply by airl ine to the 
passengers in Kolkata-Guwahati route.  The biscuits were loaded on board in Lucknow.    (9 Marks)  

 
Answer   
 (i) New Delhi.  In a case where location of the supplier or location of recipient of service is outside India, the place of supply of services supplied 

directly in relation to an immovable property including that of interior decorators is the place where the immovable property is located.   

(ii) Bhubaneshwar, Odisha.  The place of supply of services, except the specified services made to a registered person, is the location of 
such person.  

(iii) Patna.  The place of supply of goods imported into India is the location of the importer.  

(iv) Kolkata.  The place of supply of services by way of fixed telecommunication line is the location where the telecommunication line is 
installed for receipt of services.  

(v) Bangkok. The place of supply of services on board an aircraft is the location of the first scheduled point of departure of that aircraft or 
flight for the journey  

(vi) Mumbai.  The place of supply of services provided by way of admission to an amusement park is the place where the park is located.  

(vii) New Delhi.  The place of supply of services by way of transportation of goods by courier to a person other than a registered person is the 
location at which such goods are handed over for their transportation.  

(viii) Ranchi, (Jharkhand).  The place of supply of stock broking services to any person shall be the location of the recipient of 
services on the records of the supplier of services.3  

(ix) Where the supply involves movement of goods, the place of supply of such goods is the location of the goods at the time at which the 
movement of goods terminates for delivery to the recipient. Therefore, the place of supply of biscuit packets sold by XYZ Ltd. to Indian 
Airlines is Lucknow4.  
Further, where the goods are supplied on board an aircraft, the place of supply shall be the location at which such goods are taken on 
board.  Thus, the place of supply of biscuit packets sold by Indian Airlines to the passengers in Kolkata-Guwahati route is Lucknow.  

 

 

 

 

                                                           
3
 It has been assumed that the location of the recipient of service is available in the records of the supplier of service.    

4
 It has been assumed that in the given case, the movement of goods (biscuit packets) terminates at Lucknow.  
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CHAPTER 6 –  
TIME AND VALUE OF SUPPLY 

  

TIME OF SUPPLY OF GOODS- IF MOVEMENT OF GOODS INVOLVED 

Q10. Chiku Traders is a registered supplier of plastic goods. On 10th April, 20XX, Chiku Traders received an order from Neelu 
Traders for supply of a consignment of plastic goods. Chiku Traders gets the consignment ready by 15th April, 20XX. The invoice 
for the consignment was issued the next day, 16th April, 20XX. Neelu Traders collects the consignment from the go down of Chiku 
Traders on 25th April, 20XX and hands over the cheque towards payment on the same date. The said payment is entered in the 
books of accounts of Chiku Traders on 26th April, 20XXand amount is credited in their bank account on 27th April, 20XX.Determine 
the time of supply of the plastic goods supplied by Chiku Traders to Neelu Traders as per the provisions of CGST Act, 2017. 
 (Question for Practice)/ (Nov 18) 
Answer: 
In terms of section 12(2) of the CGST Act, the time of supply of goods is the earlier of the date of issue of invoice/last date on which the 
invoice is required to be issued or date of receipt of payment. However, Notification No. 66/2017 CT dated 15.11.2017 specifies that a 
registered person(excluding composition supplier) has to pay GST on the outward supply of goods at the time of supply as specified in 
section 12(2)(a) of the CGST Act,2017, i.e. date of issue of invoice or the last date on which invoice ought to have been issued in terms of 
section 31.As per section 31(1), the invoice in case of supply of goods needs to be issued either before or at the time of removal/delivery of 
goods. In this case, the invoice is issued before the removal of the goods and is thus, within the time limit prescribed under section 31(1). 
Therefore, time of supply is the date of issue of invoice, which is 16th April, 20XX. 
 

TIME OF SUPPLY OF GOODS- IF MOVEMENT OF GOODS NOT INVOLVED 

Q13. A machine has to be supplied at site. It is done by sourcing various components from vendors and assembling the machine at site. The 
details of the various events are: 

17th 
September  

Purchase order with advance of ` 50,000 is received for machine worth ` 12 lakh and entry duly made in the seller‟s books 
of account 

20th October  The machine is assembled, tested at site, and accepted by buyer 

23rd October  Invoice raised 

4th November  Balance payment of ` 11,50,000 received 

Determine the time of supply(ies) in the above scenario for the purpose of payment of tax. [ICAI Study Mat.] 
Answer: 
As per Notification No. 66/2017 CT dated 15.11.2017, a registered person (excluding composition supplier) has to pay GST on the outward 

supply of goods at the time of supply as specified in section 12(2)(a) i.e., date of issue of invoice or the last date on which invoice ought to 

have been issued in terms of section 31.  

Therefore, the time of supply for the purpose of payment of tax for the entire amount of ` 12,00,000 is 20th October which is the date on 

which the goods were made available to the recipient as per section 31(1)(b), and the invoice should have been issued on this date [Section 

12(2)(a)]. 

TIME OF SUPPLY FOR CONTINUOUS SUPPLY OF GOODS: 

Q16.  Trust Industries Ltd. has entered into a contract with VST Ltd. to supply gas by  a pipeline to VST Ltd. for a period of one year. 
As per the terms of the contract- 

(i) VST Ltd. shall make monthly payments [Payment for a month shall be made by 7th day of the next month] 

(ii) Every quarter, Trust Industries Ltd. shall issue a statement of account showing the quantity and value of goods 
dispatched, payments received and payment due. 

(iii) The differential amount, if any, as mentioned in the statement of account shall be paid by VST Ltd. 
The details of the various events are: 

August 5, September 5, October 6 Payments of ₹ 2 Lakh made in each month for the quarter July-September 

October 3 Statement of accounts for the quarter July – September issued by the supplier 
showing amount of ₹ 2,56,000 as unpaid 
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October 17 Balance payment of ₹ 56,000 received by supplier for the quarter July – 
September 

Determine the time of supply of goods for the purpose of payment of tax. (ICAI Study Mat.) 
Answer:- As per Notification No. 66/2017 CT dated 15.11.2017, a registered person (excluding composition supplier) has to pay GST 
on the outward supply of goods at the time of supply as specified in section 12(2)(a), i.e. date of issue of invoice or the last date on 
which invoice ought to have been issued in terms of section 31. As per section 31(4), in case of continuous supply of goods, where 
successive statements of accounts or successive payments are involved, the invoice is issued before or at the time of each such 
statement is issued or, as the case may be, each such payment is received. Therefore, invoices should be issued for ₹ 2 lakh each on 
or before August 5, and September 5, when monthly payments of ₹ 2 lakh are received. Further, invoice should also be issued for 
differential payment of ₹ 2,56,000 on or before October 3, when statement of account is issued Thus, assuming that the invoice is 
issued on August 5, September 5 and October 3, the time of supply for the purpose of payment of tax will be August 5 and September 5 
respectively for goods valued at ₹ 2 lakh each and October 3 for the goods valued at ₹ 2,56,000. 

 

TIME OF SUPPLY FOR SALE ON APPROVAL BASIS 

Q17.  Determine Time of supply in following cases: when goods are sent on approval basis   [Additional Que] 

Date of 
Removal 

Date of acceptance by Recipient Date of invoice Date of payment  

01.04.XX 15.04.XX 15.04.XX 10.05.XX 

01.04.XX 10.05.XX 04.05.XX 01.05.XX 

01.04.XX 08.10.XX 08.10.XX 12.10.XX 
 

Answer 

Date of 
Removal 

Date of acceptance by 
Recipient 

Date of invoice Date of payment  Last date of 
invoice 

Time of 
supply 

01.04.XX 15.04.XX 15.04.XX 10.05.XX 15.04.XX 15.04.XX 

01.04.XX 10.05.XX 04.05.XX 01.05.XX 10.05.XX 04.05.XX 

01.04.XX 08.10.XX 08.10.XX 12.10.XX 01.10.XX 01.10.XX 

 
Notes 

(i) As per sec 31(7), where the goods being sent or taken on approval for sale or return are removed before the supply takes place, 
the invoice shall be issued before or at the time of supply or 6 months from the date of removal, whichever is earlier. 

(ii) As per sec 12, Time of supply is earlier of (1)  Date of Invoice (2)  last date to issue invoice   
(iii) If the advance is received by supplier of goods – Time of supply will be date of issue of invoice. 

 

TIME OF SUPPLY FOR: Reverse charge In Case Of Goods  
 
Q21. Determine the time of supply in the following cases assuming that GST is payable under reverse charge:   [ICAI Study Mat.] 
 

S. 
No.  

Date of receipt of 
goods 

Date of payment by the recipient of goods 
Date of issue of invoice by the 
supplier of goods 

(1)  (2)  (3) 
 

(i)  July 1  August 10  June 29 

(ii)  July 1  June 25  June 29 

(iii)  July 1  Part payment made on June 30 and balance amount paid on July 20 June 29 

(iv)  July 5  
Payment is entered in the books of account on June 28 and debited in 
recipient‟s bank account on June 30 

June 1 

(v)  July 1    
Payment is entered in the books of account on June 30 and debited in 
recipient‟s bank account on June 26 

June 29 

(vi)  August 1   August 10  June 29 
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Answer: 
 

S. 
No. 

Date of 
receipt of 
goods 

Date of payment by the 
recipient of goods 

Date of issue of 
invoice by the 
supplier of goods 

Date immediately 
following 30 days from 
the date of invoice 

Time of supply of goods 
[Earlier of (1), (2) & (4)] 

(1)  (2)  (3)  (4)  (5) 
 

(i)  July 1  August 10  June 29  July 30  July 1 

(ii)  July 1  June 25  June 29  July 30  June 25 

(iii)  July 1  
Part payment made on June 30 
and balance amount paid on July 
20 

June 29  July 30  
June 30 for part payment 
made and July 1 for 
balance amount 

(iv)  July 5  

Payment is entered in the books of 
account on June 28 and debited in 
recipient‘s bank account on June 
30 

June 1  July 2  
June 28 (i.e., when payment 
is entered in the books of 
account of the recipient) 

(v)  July 1  

Payment is entered in the books of 
account on June 30 and debited in 
recipient‘s bank account on June 
26 

June 29  July 30  
June 26 (i.e., when payment 
is debited in the recipient‘s 
bank account) 

(vi)  August 1  August 10  June 29  July 30  
July 30 (i.e., 31st day from 
issuance of invoice) 

 

TIME OF SUPPLY FOR VOUCHERS FOR GOODS 
 
Q23. Determine Time of supply in following cases: in case of voucher s issued [Additional Que] 

 Issued on Encashed on  Last date to accept voucher 

Purchase of vouchers from T-shirt supplier of 
Rs 5000 each 

01.04.XX 10.05.XX 31.05.XX 

Purchase of vouchers from shoppers stop of 
Rs 1000 each 

01.04.XX 20.05.XX 31.05.XX 

Answer 

Determination of time of supply 

 Issued on Encashed on  Last date to accept 
voucher 

Time of supply 

Purchase of vouchers from T-shirt 
supplier of Rs 5000 each 

01.04.XX 10.05.XX 31.05.XX 01.04.XX 

Purchase of vouchers from 
shoppers top of Rs 1000 each 

01.04.XX 20.05.XX 31.05.XX 20.05.XX 

Note:  
In case of supply of vouchers by a supplier, the time of supply shall be — 
(a)  The date of issue of voucher, if the supply is identifiable at that point; or 
(b)  The date of redemption of voucher, in all other cases 

 

TIME OF SUPPLY FOR INTEREST ON DELAYED PAYMENT 
 
  
Q28. Following are the details   [Additional Que] 

Date of invoice 01.01.XX 

Supplied goods on 01.01.XX Rs 10 lakh 

Payment period 1 month 

Payment made of invoice of Rs 10 lakh on 01.07.XX 

Interest received of Rs 120000 for late payment on 10.08.XX 

Determine Time of supply for goods and interest 
Answer 

Time of supply for goods - 01.01.XX 
Note - As per sec 12, Time of supply is earlier of (1) Date of Invoice (2) last date to issue invoice 
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Time of supply for interest – 10.08.XX 
Note - As per sec 12( 6)  The time of supply to the extent it relates to an addition in the value of supply by way of interest, late fee or penalty 
for delayed payment of any consideration shall be the date on which the supplier receives such addition in value. 
 

TIME OF SUPPLY OF SERVICES IN CASE OF FORWARD CHARGE 

Q38. Determine the time of supply from the following particulars:  (May 18) (Question for Practice) 

8th September  
Community hall booked for a marriage, sum agreed` 1,20,000, advance ` 20,000 recorded in the 
books of account. 

10th September  Advance amount credited in bank account. 

2ndNovember  Marriage held in the Community hall. 

18th December  Invoice issued for ` 1,20,000 indicating the balance of` 1,00,000 payable 

22ndDecember  Balance ` 1,00,000 recorded in the books of account. 

24thDecember  Payment ` 1,00,000 credited to the bank account 

      
Answer: 
As per section 31(2) of the CGST Act, 2017 read with rule 47 of CGST Rules, 2017a tax invoice is to be issued within 30 days of supply of 
service. In the given case, the invoice is not issued within the prescribed time limit. As per section 13(2)(b) of CGST Act, 2017, in a case 
where the invoice is not issued within the prescribed time, the time of supply of service is – 
 
 

(i) Date of provision of service 
                                    Or 
 

(ii) Date of recording the payment in the books of account of the supplier 
                                     Or 
 

(iii) Date of crediting of payment in the supplier‘s bank account whichever is earlier. 
 
Therefore, the time of supply of service to the extent of advance of ` 20,000 is 8th September (date of recording the payment in the books of 

account) as it is earlier than the date of crediting of payment in the bank account and the date of provision of service. The time of supply of 

service to the extent of the balance ` 1,00,000 is 2nd November, which is the date of provision of service as it is earlier than the other two 

events in this case. 

Question 56(ii):- M/s KLM Ltd., a publishing and printing house registered in Maharashtra, is engaged in supply of books, letter 
cards, envelopes, guides and reference materials. The following information is provided by the company: 

Event   Printing of 
books  

Printing of 
envelopes  

Date of entering into printing contract  16th March  20th March  

Date of receipt of advance  20th March  25th March  

Date of completion of printing  10th April  5th April  

Date of issue of invoice  15th May  10th April  

Date of removal of books and letter heads to buyer  13th May  7th April  

Date of receipt of balance payment  31st May  30th April  

In respect of printing of books, content was supplied by the author. For printing of envelopes, the design and logo were supplied by the 
buyer. Determine the time of suppl(ies) for the purpose of payment of tax. (ICAI Study Mat.) 
Solution:-  

As per Circular No. 11/11/2017 GST dated 20.10.2017, in case of printing of books where only content is supplied by the person who 
owns the usage rights to the intangible inputs while the physical inputs including paper used for printing belong to the printer, supply 
of printing [of the content supplied by the recipient of supply] is the principal supply and therefore, such supplies would constitute 
supply of service. In case of supply of printed envelopes by the printer using its physical inputs including paper to print the design, logo 
etc. supplied by the recipient of goods, predominant supply is supply of goods and the supply of printing of the content [supplied by the 
recipient of supply] is ancillary to the principal supply of goods and therefore, such supplies would constitute supply of goods. Accordingly, 
the time of supply of books and envelopes will be governed by sections 12 and 13 respectively. In terms of section 12(2), the time of 
supply of goods is the earlier of, the date of issue of invoice/last date on which the invoice is required to be issued or date of receipt of 
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payment. However, Notification No. 66/2017 CT dated 15.11.2017 specifies that a registered person (excluding  composition supplier) 
has to pay GST on the outward supply of goods at the time of supply as specified in section 12(2)(a), i.e. date of issue of invoice or the 
last date on which invoice ought to have been issued in terms of section 31. As per section 31(1), invoice for supply of goods should be 
issued before or at the time of removal of goods for supply to the recipient, where supply involves movement of goods. Therefore, in the 
given case, the last date by which invoice ought to have been issued is 7th April. Thus, the time of supply of envelopes for the purpose 
of payment of tax is 7th April.  
As per section 13, the time of supply of services is the earlier of the dates arrived at by methods (A) and (B), as follows: 

(A) Date of invoice or date of receipt of payment (to the extent the invoice or payment covers the supply of services), whichever is 
earlier, if the invoice is issued within the time prescribed under section 31; 

(B) Date of provision of service or date of receipt of payment (to the extent the payment covers the supply of services), whichever is 
earlier, if the invoice is not issued within the time prescribed under section 31. 

Since in the given case, invoice for the services is not issued within 30 days, the time of supply for the advance received is the date 
of receipt of  payment, i.e. 20th March being earlier than the date of provision of service. However, the time of supply for the balance 
payment is the date of provision of service, i.e. 10th April being earlier than the date of receipt of balance payment. 

 

15. (CA Final RTP Nov 21) Answer the following questions:  
Dhruv & Co. sends certain textile products for dyeing to Bhanushali Manufacturers on job work basis on 16th August.  On 18th 
August, Dhruv & Co. credited 100% of the job work charges to the bank account of Bhanushali Manufacturers in advance and 
recorded it in its books of accounts on the same date.  Bhanushali Manufacturers issues the invoice for the same in first 
week of September.  
Assuming that inputs are received back by Dhruv & Co. after job work in the month of October (i.e. within time limit 
prescribed under section 143 of the CGST Act, 2017), determine the time of supply for such job work done by Bhanushali 
Manufacturers.  
Answer  
As per Schedule II of the CGST Act, 2017, the activity by way of any treatment or process which is applied to another person's goods is 
a supply of services.  Hence, job work is squarely covered within the purview of supply of services. Accordingly, the time of supply shall 
be determined as per section 13 of the CGST Act, 2017.   

As per section 13, time of supply of services where invoice has been issued within  30 days of provision of services is:  
(a) date of issuance of invoice, or  
(b) date of recording the payment in the books of accounts of the supplier, or (c)  date on which payment is credited 
in the bank account of the supplier,  whichever is earlier.  
In the present case, the service charges for job work are paid as advance at the time of sending inputs to job worker.  Hence 
the time of supply of job work services shall be triggered at the time of payment of advance by Dhruv & Co., i.e. 18 th 
August.  

 

(CA Final July 21): Question 3 (a) 
SRK Limited, registered under GST, is engaged in sale of fabrics as well as doing job work of knitting of yarn for garment 
manufacturers.  The company provides the following information in respect of order received for both sale of fabrics and job work:  

Event  Supply of fabrics  Job work of knitting  

Date of confirmation of order  01-08-2020  10-09-2020  

Date of receipt of advance of ` 1,00,000 each  05-08-2020  12-09-2020  

Date of removal of goods on completion of order  10-08-2020  15-09-2020  

Date of issue of invoice for full amount  15-08-2020  20-09-2020  

Date of receipt of balance payment of  ` 50,000 each  25-08-2020  25-09-2020  

Determine the time of supply for the purpose of payment of tax under CGST Act, 2017, in respect of the above orders executed 
by the company. (5 Marks)  

Answer   
Time of supply in case of supply of fabric:  

Supply of fabric is supply of goods.  The time of supply of goods for the purpose of payment of tax is the date of issue of invoice 
or the last date when the invoice ought to have been issued viz. before/at the time of removal of goods for supply to the recipient, 
where supply involves movement of goods. Thus, the time of supply for advance of ` 1,00,000 as well as for the balance payment 
of ` 50,000 received for the supply of fabric is 10.08.2020.  
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Time of supply in case of job work:  
Job work is treated as supply of services. The time of supply of services in case where the invoice is issued within 30 days of 
provision of service is the earlier of date of invoice or date of receipt of payment (to the extent the invoice or payment covers the 
supply of services).  
Thus, the time of supply for advance of ` 1,00,000 received for the supply of job work services is 12.09.2020 and for balance 
payment of ` 50,000 is 20.09.2020.  

 
 
 

(CA Final Nov 20):  Question 3(a) 
M/s Housefull Convention Hall is in the business of letting out its halls for functions. It provides you with the following information for determining the 
amount of refund out of advance received based on time of supply for one of its clients.  

SI. No.  Particulars  Date  Amount in ₹  

(1)  Advance paid at the time of booking the hall for a function from 
1st to 3rd Nov., 2019  

16.07.2019  1,00,000  

(2)  Additional deposit paid  18.08.2019  2,00,000  

(3)  Function is held as scheduled  1st Nov. to 3rd Nov. 2019    

(4)  Invoice is issued (Taxable value)  25.11.2019  2,50,000  

(5)  Consider that there is a change in the rate of tax on 15th 
October, 2019 from (CGST 2.5% and SGST 2.5%) to (CGST 
9% and SGST 9%)  

    

(6)  What would be the amount of refund payable to the client?      

(5 Marks)  

 
Answer   
The time of supply of services is the date of issue of invoice if the same is issued within 30 days from the date of supply of service or the date of 

receipt of payment, whichever is earlier.  
In the given case, invoice is issued within 30 days of the supply of service and advances have also been received.  Therefore, tax becomes 
payable at the time of receipt of advances on 16.07.2019 and 18.08.2019 as it is not clear at the time of receipt of such advances as to what 
would be the total value of the supply.  However, when invoice is issued for a lesser value on 25.11.2019, refund would become payable to the 
client.  
In case of change in rate of tax, where the service is supplied and invoice is issued after the change in rate of tax and payment is received 
before change in rate of tax, time of supply shall be date of issue of invoice, i.e., 25.11.2019.  Hence, applicable rate of tax is new rate even 
though tax has been paid at old rate on advances received.   
Therefore, refund payable to client will be computed as under:  

 Total advance received including GST =                ₹ 3,00,0005   
 Less:  Actual liability [₹ 2,50,000 + ₹ 2,50,000 x 18% (new rate of tax)] =   ₹ 2,95,000   
 Amount of refund                                                       ₹ 5,000  
 

 

 

Neither the invoice issued nor date of provision of service is available and the date of receipt of payment in the books of 

the supplier is also not available 

Q35. Investigation shows that ABC & Co carried out service of cleaning and repairs of tanks in an apartment complex, for which the 
Apartment Owners‟ Association showed a payment in cash on 4th April to them against work of this description. The dates of the work are not 
clear from the records of ABC & Co. ABC & Co have not issued invoice or entered the payment in their books of account. [ICAI Study Mat.] 
Answer: 
The time of supply cannot be determined vide the provisions of clauses (a) and (b) of section 13(2) as neither the invoice has been issued nor 

the date of provision of service is available as also the date of receipt of payment in the books of the supplier is also not available. Therefore, 

the time of supply will be determined vide clause (c) of section 13(2) i.e., the date on which the recipient of service shows receipt of the 

service in his books of account.  
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Thus, time of supply will be 4th April, the date on which the Apartment Owners‘ Association records the receipt of service in its books of 

account 

 

 

Excess payment upto ` 1000: Option of taking invoice date as time of supply 
 
Q36. What is time of supply of service with respect to receipt of amount in excess of the invoice amount. E.g.: Invoice is issued for 

` 5,000 on September 22, 20XX by the supplier.  

Subsequently, the recipient pays  

scenario 1: ` 5,500/- and  

scenario 2: ` 8,000/- 

Moreover, invoices are issued within the time stipulated under section 31 as services are provide on October 10, 20 XX; Date on 

which payment is entered in books of accounts of the supplier on September 30, 20XX and Date on which payment is credited to 

the bank account is September 28, 20XX?  

Answer 

 In terms of the proviso to Section 13(2) of the CGST Act, 2017, the time of supply of service with respect to the amount received in excess up 

to ` 1,000/- of the amount indicated in tax invoice, shall at the option of the supplier, be the date of issue of invoice, in respect of such excess 

amount. Thus, if the supplier opts for this method, the time of supply will be the date when the supplier raises invoice in respect of the excess 

amount.   

Where the excess amount is received exceeds ` 1,000/-, the time of supply of goods shall be the earliest of the date of invoice or date of 

receipt i.e., earliest of the following:  

(a) Date of issue of invoice by the supplier, if the invoice is issued within the period prescribed u/s 31 or the date of receipt of payment, 

whichever is earlier; or  

(b) Date of provision of service, if the invoice is not issued within the period prescribed u/s 31 or the date of receipt of payment, whichever is 

earlier; or  

(c) Date on which the recipient shows the receipt of services in his books of account, in a case where the provisions of clause (a) or clause (b) 

do not apply:  

Accordingly, the time of supply in each of the scenarios given in the example would be as follows:   

Scenario 1: The time of supply of service for ` 5,000 shall be September 22, 20XX and with respect to remaining amount of ` 500/- received 

in excess shall be, at the option of the supplier be the date of receipt of payment i.e. September 28, 20 XX or the date of invoice whenever 

raised by the supplier in respect of the excess amount.  

Scenario 2: The time of supply of service for ` 5,000 shall be September 22, 20XX and with respect to remaining amount of `3000/- received 

in excess shall be September 28, 20 XX which is explained as follows:  

Date on which payment is entered in books of accounts of the supplier  September 30, 20 XX  Time of supply shall be  

September 28, 20 XX Date on which payment is credited to the   bank account     September 28, 20 XX  

Date of provision of service   October 10, 20 XX    

 

TIME OF SUPPLY FOR CONTINUOUS SUPPLY OF SERVICES: 

  
 

Q40.  Renudhoot Ltd. enters into a contract with XYZ Ltd. on 2nd July 2019 for a period of 2 years for construction of a new building - to be 
used for commercial purposes - for a total consideration of ₹ 150 lakh. As per the terms of contract, Renduhoot Ltd. is required to make 
payment at different stages of completion  of the building namely, 50%, 75% and 100%. Determine the time of supply using relevant 
details given as under 

Stage Date of Various 
Stages 

Date of issuance 
of invoice 

Date of 
payment  

Amount 
paid (₹) 

Initial Booking 02.07.2019 02.07.2019 02.07.2019 15 lakh 

50% completion of building 15.03.2020 22.03.2020 29.03.2020 60 lakh 
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75% completion of building 20.06.2020 24.07.2020 23.07.2020 35 lakh 

100% completion of building 30.09.2020 30.09.2020 20.09.2020 40 lakh 

(ICAI Study Mat.) 

Answer:- As per section 13, the time of supply of services is the earlier of the dates arrived at by methods (A) and (B), as follows: 

(A) Date of invoice or date of receipt of payment (to the extent the invoice or payment covers the supply of services), 
whichever is earlier, if the invoice is issued within the time prescribed under section 31; 

(B) Date of provision of service or date of receipt of payment (to the extent the payment covers the supply of services), 
whichever is earlier, if the invoice is not issued within the time prescribed under section 31 

Since in the present case, the construction services are provided under a contract for a period exceeding three months with periodic 
payment obligations, such services would fall within the ambit of term ―continuous supply of services‖ as defined under section 2(33). 
As per section 31(5), in case of continuous supply of services, the invoice should be issued either (i) on/ before the due date of payment 
or (ii) before/ at the time when the supplier of service receives the payment, if the due date of payment is not known (iii) on/ before the 
date of completion of the milestone event when the payment is linked to completion of an event [Section 31(5)]. 

Accordingly, the time of supply with respect to each of the stages of completion is as follows 

Stages of 
Completion 

Time of supply 

Initial 
Booking 

Since invoice is issued within the prescribed time limit, earlier of the date of issue of invoice 
or date of receipt of payment is the time of supply. However, date of issuance of invoice 
(02.07.2019) and date of receipt of payment (02.07.2019) are the same. Therefore, time of 
supply is 02.07.2019. 

50% Since invoice has not been issued on or before the date of 50% completion, earlier of date of 
provision of service (15.03.2020) or date of receipt of payment (29.03.2020), i.e. 
15.03.2020 is the time of supply. 

75% Since invoice has not been issued on or before the date of 75% completion, earlier of date of 
provision of service (20.06.2020) or date of receipt of payment (23.07.2020), i.e. 
20.06.2020 is the time of supply. 

100% Since invoice is issued within the prescribed time limit, earlier of the date of issue of invoice 
(30.09.2020) or date of receipt of payment (20.09.2020), i.e. 20.09.2020 is the time of 
supply. 

 

TIME OF SUPPLY FOR: Reverse charge In Case Of Services:  

Q45. Determine the time of supply in the following cases assuming that GST is payable under reverse charge:  [ICAI Study Mat.] 
 

S. No. Date of payment by the recipient for supply of services 
Date of issue of invoice 
by the supplier of services 

(i)  August 10  June 29 

(ii)  August 10  June 1 

(iii)  Part payment made on June 30 and balance amount paid on September 1 June 29 

(iv)  
Payment is entered in the books of account on June 28 and debited in recipient‟s bank account 
on June 30 

June 1 

(v)  
Payment is entered in the books of account on June 30 and debited in recipient‟s bank account 
on June 26 

June 29 

Answer: 

S. 
No. 

Date of payment by the recipient for 
supply of services 

Date of issue of 
invoice by the 
supplier of services 

Date immediately 
following 60 days from the 
date of invoice 

Time of supply of goods 
[Earlier of (1) & (3)] 

 (1)  (2)  (3) 
 

(i)  August 10  June 29  August 29  August 10 

(ii)  August 10  June 1  August 1  August 1 

 
(iii)  

Part payment made on June 30 and 
balance amount paid on September 1 

June 29  August 29  
June 30 for part payment and 
August 29 for balance amount 

(iv)  
Payment is entered in the books of 
account on June 28 and debited in 
recipient‘s bank account on June 30 

June 1  August 1  
June 28 (i.e. when payment is 
entered in the books of 
account of the recipient) 
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(v)  
Payment is entered in the books of 
account on June 30 and debited in 
recipient‘s bank account on June 26 

June 29  August 29  
June 26 (i.e. when payment is 
debited in the recipient‘s bank 
account) 

 
 
 
 

TIME OF SUPPLY FOR: Associated Enterprise – Supplier outside India:  

Q48. X Ltd. & Y Ltd. (London) is associated enterprises. X Ltd., a registered firm received the services of Y Ltd., a unregistered firm. Determine the 
time of supply in following cases: 
(i) X Ltd. recorded the liability in the books on 15th July 20XX and payment will be made in the next month. 
(ii) X Ltd. made advance payment to Y Ltd. on 10th July and recorded liability in the books on 15th Aug 20XX. 
Answer: 
(i) Time of supply =15-07-20XX 
Note: as the date of entry in the books is prior to the date of payment. 
(ii) Time of supply = 10-07-20XX 
Note: as the payment is made earlier to the date of entry in the books. 
  

Question 48(ii):- Kothari Ltd., Mumbai, holds 51% of shares of Wilson Inc., a USA based company. Wilson Inc. provides business auxiliary 
services to Kothari Ltd. From the following details, determine the time of supply of service provided by Wilson Inc: 

Agreed consideration US $ 1,00,000 

Date on which services are provided by Wilson inc. 16th June 

Date on which invoice is issued by Wilson Inc. 19th August 

Date of debit in the books of account of Kothari Ltd. 30th September 

Date on which payment is made by Kothari Ltd. 23rd December 

(ICAI Study Mat.) 

Answer:-  

Since Kothari Ltd. holds 51% shares of Wilson Inc., Kothari Ltd. and Wilson Inc. are ‗associated enterprises‘ as per section 92A of the 
Income-tax Act, 1961. As per second proviso to section 13(3), in case of supply by associated enterprises, where the supplier of 
service is located outside India, the time of supply is the earlier of the following two dates: 

Date of entry in the books of account of the recipient of supply [which is Kothari Ltd. in the present case] 30th September 

OR  

Date of payment [by Kothari Ltd. in the present case] 23rd December 

Thus, time of supply is 30th September. 
 

Treatment  of TDR/FSI and Long-term lease for projects  

Q50. 

1. Raja, a land- owner transferred development rights on land on 01.04.20XX to M/s ABC Builder to construct 20 shop 

2. Raja will get Possession of 8 shops. Date of issuance of completion certificate on 05.11. 20XX 

3. Rest 12 shops can be sold by M/s ABC Builder/Developer in open market before completion. 
Determine time of supply for  

(i) the consideration paid by him in the form of construction service of commercial or residential apartments in the project, for supply of 
development rights or FSI (including additional FSI); 

(ii) the supply of construction service by him against consideration in the form of development rights or FSI(including 
additional FSI), 

(iii) for Construction of 12 shops 
Answer: 
 

ABC Builder pay GST under reverse 
charge, if not exempt 

Transfer of development 
right =service 

TOS = Not later than tax period in which Date of issuance of 
completion certificate - on 05.11.20XX falls 

For M/s ABC Builder Liable to pay GST 
under Forward charge 

Construction Service = 8 
shop  

TOS = Not later than tax period in which Date of issuance of 
completion certificate - on 05.11.20XX falls 
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Construction Service = 12 shop TOS = As per Sec 13 

 
 

SECTION 14. Change in rate of tax in respect of supply of goods or services 

Q53. Determine the time of supply in the following cases assuming that rate of GST changes from 18% to 20% w.e.f. June 1: [ICAI Study 
Mat.] 
 

S. No.  Date of supply of services Date of issue of invoice Date of receipt of payment 

(i) 

May 28 

June 9  July 25 

(ii)  May 28  July 25 

(iii)  June 9  May 26 

(iv) 

June 10 

May 28  June 25 

(v)  May 28  May 16 

(vi)  June 9  May 28 

 
Answer: 

S. No.  Date of supply of services Date of issue of invoice Date of receipt of payment Time of supply Applicable rate 

(i) 

May 28 

June 9  July 25  June 9  20% 

(ii)  May 28  July 25  May 28  18% 

(iii)  June 9  May 26  May 26  18% 

(iv) 

June 10 

May 28  June 25  June 25  20% 

(v)  May 28  May 16  May 16  18% 

(vi)  June 9  May 28  June 9  20% 

 
Q56. Mr. Mahendra Sharma, an interior decorator registered at Ahmedabad (Gujarat), provided service to one of his clients XYZ 
Company Ltd., registered at Pune (Maharashtra). The provision of service was completed on 10-08-20XX and payment received was 
entered in the books of Mr. Mahendra Sharma on 11-08-20XX.  
 
With effect from 16/08/20XX, applicable GST rate was increased from 5% to 12%. However, payment for the service received was 
credited in his bank account on 17/08/20XX and invoice for the same was raised on 23-08-20XX.Mr. Mahendra Sharma claimed that 
he is liable to pay IGST @ 5%. But the department took the view that he is liable to pay IGST @12%. Examine the correctness of Mr. 
Mahendra Sharma's contention and determine the time of supply and applicable rate of tax as per the statutory provisions. Would 
your answer undergo any change in the above case if the payment was credited to the bank account on 14-08-20XX instead of17-08-
20XX? 
 
Note: You may assume that all days are working days.  (Question for Practice)/ (Nov 18 New) 
 
Answer: 
As per section 14 of the CGST Act, 2017, in case of change in rate of tax, date of receipt of payment is earlier of: 

(i) Date of entering payment in the book of account of the supplier (11.08.20XX). 
                                                           or 

(ii) Date on which the payment is credited to his bank account (17.08.20XX). 
 

However, if the payment is credited in the bank account after 4 working days from the date of change in the rate of tax, the date of receipt of 
payment will be the date of credit in the bank account. In the given case, since the payment has been credited in the bank within 4 working 
days from the date of change in the rate of tax, the date of receipt of payment will be 11.08.20XX [i.e., earlier of 11.08.20XX or 17.08.20XX]. 
 
Section 14 further provides that where goods and/or services have been supplied before the change in rate of tax (10.08.20XX) and the 
payment has been received before the change in rate of tax (11.08.20XX), but the invoice for the same is issued after the change in rate of 
tax (23.08.20XX), the time of supply shall be the date of receipt of payment. Therefore, in the given case, the time of supply will be 
11.08.20XX and the applicable rate of tax will be rate prevalent at the time of supply, i.e. IGST @5%. 
 
Therefore, the contention of Mahendra Sharma is correct. 
 
Further, if the date on which the payment is credited to bank account of supplier is 14.08.20XX, the date of receipt of payment will continue to 
be11.08.20XX [i.e., earlier of 11.08.20XX or 14.08.20XX] since the payment is credited in the bank account before change in rate of tax. 
Consequently, with other things remaining the same, the time of supply and the applicable rate of tax will remain the same. 
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Value of taxable supply (Section 15) 

Question on interest on delayed payment of EMI  

 

Q4. X sells a mobile phone to Y. The cost of mobile phone is Rs. 40,000/-. However, X gives Y an option to pay in installments, Rs. 

11,000/- every month before 10th day of the following month, over next four months (Rs. 11,000/- × 4 = Rs. 44,000/-). As per the 

contract, if there is any delay in payment by Y beyond the scheduled date, Y would be liable to pay additional/ penal interest amounting 

to Rs. 500/- per month for the delay.  

In some instances, X is charging Y Rs. 40,000/- for the mobile and is separately issuing another invoice for providing the services of 

extending loans to Y, the consideration for which is the interest of 2.5% per month and an additional/ penal interest amounting to Rs. 

500/- per month for each delay in payment. 

Determine, whether the amount of additional/penal interest charged by Mr. X is includible in the value of Mobile phone for charging 

GST. Further, also determine whether it will be treated as supply of service under Entry 5(e) of the schedule II of CGST Act. 

ANSWER 

As per the provisions of section 15(2)(d) of the CGST Act, the value of supply shall include interest or late fee or penalty for delayed 

payment of any consideration for any supply.  

Entry 27 of exemption notification, inter alia, exempts the 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).  

In this case, the amount of penal interest is to be included in the value of supply [i n terms of section 15(2)(d)]. The transaction between 

X and Y is for supply of taxable goods i.e. mobile phone. Accordingly, the penal interest would be taxable as it would be included in the 

value of the mobile, irrespective of the manner of invoicing. 

FURTHER, it will NOT be treated as supply of service under Entry 5(e) of the schedule II of CGST Act i.e agreeing to the obligation to 

refrain from an act, or to tolerate an act or a situation, or to do an act 

 

 

Q5. X sells a mobile phone to Y. The cost of mobile phone is Rs 40,000/-. Y has the option to avail a loan at interest of 2.5% per month 

for purchasing the mobile from M/s. Bajaj Finance Ltd. The terms of the loan from M/s. Bajaj Finance Ltd. allows Y a period of 4 months 

to repay the loan and an additional/ penal interest @ 1.25% per month for any delay in payment. Determine the following: 

(i) Value of Mobile Phone for charging GST 

(ii) Whether GST leviable on additional/ penal interest @ 1.25% per month for any delay in payment charged by M/s. Bajaj 

Finance Ltd. From Mr. Y 

(iii) Whether Service/Fee charge of Rs 1000 levied by M/s. Bajaj Finance Ltd. Would qualify as interest. 

Answer 
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As per the provisions of section 15(2)(d) of the CGST Act, the value of supply shall include interest or late fee or penalty for delayed 

payment of any consideration for any supply.  

Entry 27 of exemption notification, inter alia, exempts the 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).  

Here, interest means interest payable in any manner in respect of any moneys borrowed/debt incurred (including a deposit, claim or 

other similar right or obligation), but does not include any service fee or other charge in respect of the moneys borrowed or debt 

incurred or in respect of any credit facility which has not been utilised. 

(i) Here, the additional/ penal interest is charged for a transaction between Y and M/s. Bajaj Finance Ltd., and the same is 

getting covered under exemption Entry 27. Consequently, in this case the 'penal interest' charged thereon on a transaction 

between Y and M/s. Bajaj Finance Ltd. would not be subject to GST as the same would be covered under said exemption 

entry.  

(ii) However, any service fee/ charge or any other charges of Rs 1000, levied by M/s. Bajaj Finance Ltd. in respect of the 

transaction related to extending deposits, loans or advances does not qualify to be interest as defined in exemption 

notification, and accordingly will not be exempt.  

(iii) Moreover, the value of supply of mobile by X to Y would be Rs. 40,000/- for the purpose of levy of GST. 

(iv) It is further clarified that the transaction of levy of additional/ penal interest does not fall within the ambit of entry 5(e) of 

Schedule II of the CGST Act as this levy of additional/ penal interest satisfies the definition of ―interest‖ as contained in 

exemption notification 

 

 

Question 8:- Binaca Electronics Ltd. (hereinafter referred to as BEL) is engaged in manufacturing televisions. It is registered in the State of 
Haryana.  It has appointed distributors across  the country who sell the televisions manufactured by it. The maximum retail price (MRP) 
printed on the package of a television is ₹ 12,000. The applicable rate of GST on televisions is 18%. BEL dispatches the stock of televisions 
to its distributors ordered by them on a quarterly basis. 
In order to promote its sales, the Sales Head of BEL has formulated a sales promotion scheme. Under this scheme, BEL offers a discount of 
10% (per television) on televisions supplied to the distributors, if the distributors sell 500 televisions in a  quarter.  The  discount is offered on 
the price at which the televisions are sold to the distributors (excluding all charges and taxes). 
It appoints Shah Electronics (an unrelated party as per GST Law) as its distributor in Haryana on 1st April and dispatches 750 televisions on 
8th April as stock for the quarter 
April-June. BEL has sold the televisions to distributor - Shah Electronics at ₹ 8,400 per television (exclusive of applicable taxes). Shah 
Electronics has requested BEL  for  a special packing of the televisions delivered to it for which BEL has charged ₹ 1,200 per television. 
Shah Electronics places a purchase order of 1,000 televisions with BEL for the quarter July-September. The distributor reports sales of 700 
televisions for the quarter April -June and 850 televisions for the quarter July-September. The discount policy offered  by  BEL  as explained 
above is also available to Shah Electronics as per the distributorship agreement. 
While Shah Electronics reverses the input tax credit availed for the quarter July-September, it has failed to reverse the input tax credit availed 
for the quarter April-June. 
Examine the scenario with reference to section 15 of the CGST Act, 2017  and compute  the taxable value of televisions supplied by BEL to 
Shah Electronics during the quarters April-June and July-September assuming the rate of tax applicable on the televisions as 18%. 
Answer:- Section 15(3)(a) of the CGST  Act, 2017 allows discounts to be deducted from the value    of taxable supply if the same is given 
before or at the time of the supply and if such  discount has been duly recorded in the invoice issued in respect of such supply. In other 
words, pre-supply discounts recorded in invoices are allowed as deduction. 
Further, post supply discounts are also allowed as deduction from the value of supply under section 15(3)(b) of the CGST Act if- 

(i) such discount is established in terms of an agreement entered into at or before the time of such supply and specifically 
linked to relevant invoices; and 

(ii) input tax credit as is attributable to the discount on the basis of document issued by the supplier has been reversed by the 
recipient of the supply. 

In the given case, Shah Electronics is entitled for 10% discount on televisions supplied     by BEL for the quarters April-June as  well  as July-
September as it has  sold more than  500 televisions in each of these quarters. However, since the sales targets are achieved after the entire 
stock for the respective quarters of April-June and July-September has been dispatched, the discounts on the televisions supplied to Shah 
Electronics for the quarters of April-June and July-September is a post-supply discount. 
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Such post-supply discount will be allowed as a deduction from  the value of supply since  the discount policy was known before the time of 
such supply and the discount can be specifically linked to relevant invoices (invoices pertaining to televisions supplied to Shah Electronics for 
the quarters of April-June and July-September) provided Shah Electronics reverses the input tax credit attributable to the discount on the 
basis of document  issued by BEL. 
The value of supply for the quarters of April-June and July-September will thus, be computed as under: 
 
 
 
 
Computation of value of supply for the quarter - April-June 

Particulars Amount (₹) 

Price at which the televisions are supplied to Shah  Electronics [Note 1] 8,400 

Add: Packing expenses [Note 2] 1,200 

Less: Discount [Note 3]  Nil 

Value of taxable supply of one unit of television 9,600 

Value of taxable supply  of  televisions  for  the quarter April-June [₹ 9,600 x 750] 72,00,000 

Notes: 

(1) The value of a supply is the transaction value, which is the price actually paid or payable for the said supply, in terms of 
section 15(1) of the CGST Act, 2017 presuming that the supplier and the recipient of  supply are not related and price is  the 
sole consideration for the supply as the supplier and recipient are not related parties. 

(2) The value of supply includes incidental expenses like packing charges in terms of section 15(2)(c) of the CGST Act. 

(3) Since Shah Electronics has not reversed the input tax credit attributable to such discount on the basis of document issued 
by BEL, the  conditions  specified  in  section 15(3)(b) of the CGST Act have not been fulfilled. Thus, the post-supply 
discount will not be allowed as deduction from the value of supply. 

Computation of value of supply for quarter - July-September 

Particulars Amount  (₹) 

Price at which the televisions are supplied to Shah  Electronics  [Note 1] 8,400 

Add: Packing expenses [Note 2] 1,200 

Less: Discount [Note 3] (840) 

Value of taxable supply of one unit of television 8,760 

Value of taxable supply of televisions for the quarter July- September [₹ 8,760 x 1,000] 87,60,000 

Notes: 

(1) The value of a supply is the transaction value, which is the price actually paid or payable for the said supply, in terms of 
section 15(1) of  the CGST Act  presuming  that the supplier and the recipient of supply are not related and price is the sole 
consideration for the supply as the supplier and recipient are not related parties. 

(2) The value of supply includes incidental expenses like packing charges in terms of section 15(2)(c) of the CGST Act. 

(3) Since all the conditions specified in section 15(3)(b) of the CGST Act have been fulfilled, the post-supply discount will be 
allowed as deduction from the value of supply.  The  input  tax  credit  to  be  reversed  will  work  out  to  be   ₹1,51,200 
[1,000 x (8,400 x 10%) x 18%]. 

 

Practical Question on Section 15 

(CA Final July 21): Question 2 (b) 

When lock down was announced due to corona virus, BCD Ltd. decided that it would sell its own branded groceries at 20% of the cost 
to any organisation who is providing free food and groceries to the poor and needy as its contribution to the nation. The details of the 
transaction from April, 2020 to September, 2020 during which it had done this are given below:  

S.No.  Particulars  Amount in rupees  

i  Total turnover (excluding GST) of branded groceries and food grains during the period as per the 

invoices issued and accounted for GST purposes (Actual value of the goods is ` 30 crores)  

6 crore  

ii  Tax paid on the security and maintenance services during the period  CGST-1.35 lakh 
SGST - 1.35 lakh  

iii.  Tax paid on the rent paid on the warehouse for storage of goods and for undertaking packing etc.  CGST - 4.50 lakh  
SGST - 4.50 lakh  

iv  Tax paid on packing materials and printing charges on packing materials  CGST-11.15 lakh  
SGST-11.15 lakh  
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What is the value to be adopted for the purpose of payment of GST?  
Compute the admissible input tax credit and output tax liability and indicate whether any tax has to be paid in cash. Assume the 
rate of CGST and SGST as 2.50% each on the branded groceries and food grains and all sales are intra-State only. (4 Marks)  

Answer   
  

Particulars   Amount (`)  

Value of supply adopted for payment of GST  
[Transaction value, which is the price actually paid or payable for the supply, is adopted for purpose of 
payment of GST.]   

6,00,00,000  

Output tax liability  CGST @ 2.5% (`)  SGST@ 2.5% 
(`)  

Output tax liability on ` 6 crores [A]  15,00,000  15,00,000  

Input tax credit  CGST (`)  SGST (`)  

Security and maintenance   1,35,000  1,35,000  

Warehousing rent   4,50,000  4,50,000  

Packing and printing   11,15,000  11,15,000  

Total input tax credit available [B]  17,00,000  17,00,000  

Net tax payable in cash [A] - [B]  Nil   Nil   

 
(CA Final Jan 21): Question 6(a) 
X Ltd., a manufacturer of heavy machines registered at Mumbai (Maharashtra), supplied one machine to Y Ltd. in Pune (Maharashtra) on 
19.02.2020 under an invoice of the same date. Using the information given below, compute the value of machine and the GST payable (CGST, 
SGST and IGST as the case may be) in cash for the month of  February 2020 by X Ltd. with appropriate working notes.  

Assume rate of CGST, SGST and IGST on the machine to be 9%, 9% and 18% respectively.  

SI.  
No.  

Particulars  Amount  
(`)  

1  The basic price of the machine (exclusive of taxes and discount)  18,00,000  

2  Trade discount is allowed at 10% on the basic price and is shown in the invoice.  1,80,000  

3  Secondary packing (in iron sheets) charged for safe transportation of the machine on the request of buyer  30,000  

4  Design and engineering charges of the machine paid by Y Ltd. to X Ltd.  90,000  

5  Pre-delivery inspection charges paid by Y Ltd. to an independent agency "Inspection India". In terms of the agreement for 
supply, it was the discretion of the buyer 'Y Ltd.' to appoint, if it so desires, any agency for pre-delivery inspection, and also to 
itself pay to such agency.  

22,000  

6  Interest amount paid by Y Ltd. for delay in payment of the machine, said interest was paid by Y Ltd. in April 2020  12,000  

  INWARD SUPPLY:  
IGST paid on food items for consumption by employees working in the factory. The said food items are provided as per the 
declared company policy which is duly informed to the employees while they are recruited and forms part of their appointment 
letter, though there is no such obligation in law.  

10,000  

X Ltd. has no input tax credit balance at the beginning of February 2020. All the other conditions necessary for availing the eligible input tax 
credit have been fulfilled. There is no other transaction of supplies during the month of February 2020.  X Ltd. and Y Ltd. are not related 
persons.  

Provide your answers with reasons and with reference to the provisions of law. (5 Marks)  

 
Answer   

 

 Computation of value of machine and GST payable in cash  

Particulars  Amount 
(`)  

Price of machine   18,00,000  

Add:  Secondary 
packing  

Incidental expenses including packing charged by the supplier to the recipient of a supply and any amount 
charged for anything done by the supplier in respect of the supply of goods at the time of, or before delivery 

30,000  
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Design  and 
engineering charges   

of goods are includible in the value of the supply.  90,000  

Pre-delivery 
inspection charges   

The amount incurred by the recipient of the supply is added only if the same was the liability of the supplier.    Nil  

Add: - Interest for delayed payment [12000/118%]       10169  

[Interest for delayed payment is includible in the value of the machine.   
Further, it has been assumed to be inclusive of GST.]  

 

Less: Discount @ 10% on basic price  
[Discount is allowed as the same is given at the time of supply and is shown in the invoice]  

(1,80,000)  

Value of the machine  17,50,169  

Less: Interest for delayed payment liable to tax only on date of receipt        
(10169)  

Taxable value of the machine in February, 2020   17,40,000  

Tax liability for the month of February  
CGST @ 9%   
SGST@ 9%  
[Since the movement of goods terminates for delivery to the recipient in the same State, it is an intra-State supply.]  

1,56,600  
1,56,600  

Less: ITC  
[ITC on supply of, inter alia, food and beverages is blocked if the employer is not under a statutory obligation to provide the same to 
its employees]  

Nil  

GST payable in cash  
CGST @ 9%   
SGST@ 9%  

1,56,600  
1,56,600  

 

Q12. Red Pepper Ltd., Delhi, a registered supplier, is manufacturing taxable goods. It provides the following details of taxable inter-State 

supply made by it for the month of March, 20XX. 

Particulars  Amount in  (`)  

List price of goods supplied inter-state (exclusive of taxes)  15,00,000  

Subsidy received from Central Government for supply of taxable goods to Government School.   2,10,000  

Subsidy received from a NGO for supply of taxable goods to an old age home  50,000   

Tax levied by Municipal Authority  20,000  

Packing charges   15,000  

Late fee paid by the recipient of supply for delayed payment of invoice   6,000  

 The list price of the goods takes into account the two subsidies received. However, the other charges/taxes/fee are charged to the customers 

over and above the list price. 

Calculate the value of taxable supply made by M/s Red Pepper Ltd. for the month of March, 20XX. Rate of IGST is 18%. (IPC RTP - Nov 18) 

Answer 

Computation of value of taxable supply made by Red Pepper Ltd. for the month of March, 20XX 

Particulars  `  
List price of the goods   
Add:   

15,00,000     

Subsidy amounting to ` 2,10,000 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] 

NIL   

Subsidy received from NGO  [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]  

  50,000     

Tax levied by the Municipal Authority  [Includible in the value as per section 15 of the CGST Act, 2017]      20,000  

Packing charges  [Being incidental expenses, the same are includible in the value as per section 15 of the CGST Act, 2017]     15,000   

Late fees paid by recipient of supply for delayed payment  [Includible in the value as per section 15 of the CGST Act, 2017]  
(assumed to be inclusive of taxes) [` 6,000 x 100/118] rounded off   

      5,085  

Value of taxable supply     
15,90,085  
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Q14. Black and White Pvt. Ltd. has provided the following particulars relating to goods sold by it to Colourful Pvt. Ltd. 

Particulars  ` 
List price of the goods (exclusive of taxes and discounts)  50,000 

Tax levied by Municipal Authority on the sale of such goods  5,000 

Packing charges (not included in price above)  1,000 

Black and White Pvt. Ltd. received ` 2000 as a subsidy from a NGO on sale of such goods. The price of ` 50,000 of the goods is after 
considering such subsidy. Black and White Ltd. offers 2% discount on the list price of the goods which is recorded in the invoice for the 
goods.  
Determine the value of taxable supply made by Black and White Pvt. Ltd.  (ICAI Study Mat) 
 
 
 
Answer: 
Computation of value of taxable supply 

Particulars  ` 
List price of the goods (exclusive of taxes and discounts)  50,000 

Tax levied by Municipal Authority on the sale of such goods [Includible in the value as per section 15(2)(a)] 5,000 

Packing charges [Includible in the value as per section 15(2)(c)]  1,000 

Subsidy received from a non-Government body [Since subsidy is received from a non-Government body, the same is included in 
the value in terms of section 15(2)(e)] 

2,000 

Total  58,000 

Less: Discount @ 2% on ` 50,000 [Since discount is known at the time of supply and recorded in the supply, it is deductible from 
the value in terms of section 15(3)(a)] 

1,000 

Value of taxable supply  57,000 

 

 

Q17. Singhal Brothers, registered in Uttrakhand has supplied 30 tons of a chemical @ ` 50,000 per ton (excluding taxes) to P of Uttrakhand on 8th 
September, 20XX. The invoice for the supply has also been issued on the same date. Further, following additional amounts were also charged from 
P:-     [IPC Que] 

Particulars  `  

Freight  1,80,000  

Packing charges  1,10,000  

Weighing charges  20,000  

Cost of instrument specially purchased by Singhal Brothers to manufacture the chemical  3,10,000  

 
As per the terms of the contract of supply, Singhal Brothers is required to get the chemical inspected by an independent testing agency before the 
delivery of the same to P. P has paid such inspection charges amounting to ` 12,000 directly to the testing agency. Singhal Brothers has also 

received ` 50,00,000 as a subsidy from State Government for setting up chemical manufacturing plant in Uttrakhand. P is required to make payment 
within 15 days of supply in terms of the contract. However, P delayed the payment of consideration and made payment in November, 20XX and thus 
paid ` 15,000 as interest. You are required to calculate the GST liability in this case and due date of deposit. Assume the rate of GST to be 18%.  
Note: Singhal Brothers and P are not related and price is the sole consideration for the supply.  
Answer  
Computation of GST liability of Singhal Brothers 

Particulars  `  

Price of chemicals (` 50,000 x 30 tons)  [Note-1]  15,00,000  

Freight  [Note-2]  1,80,000  

Packing charges [Note-3]  1,10,000  
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Weighing charges [Note-3]  20,000  

Cost of special instrument [Note-4]  3,10,000  

Inspection charges [Note-5]  12,000  

Government subsidy [Note-6]  -  

Interest for late payment [Note 7] (`15,000 x 100/118)  12,712  

Value of taxable supply  21,44,712  

Tax liability for the month of September 20XX     

Value of taxable supply (` 21,44,712- ` 12,712) [Note-8]  21,32,000  

CGST @ 9%   1,91,880  

SGST @ 9%  1,91,880  

Tax liability for the month of November 20XX     

Interest for late consideration [Note-9]  12,712  

CGST payable @ 9%  1,144  

SGST payable @ 9%  1,144  

 
Due date of Deposit of GST 

Particulars  Time of Supply  Due  date  of  deposit 

[Note-11]  

GST liability of ` 3,83,760 for the taxable supply made by Singhal 

Brothers [Note-10]  

September 8, 

20XX  

October 20, 20XX  

Interest amounting to ` 2,288 [Note-9]  November, 20XX  December  20, 20XX  

 
Notes:  
1. As per section 15(1) of the CGST Act, 2017, the value of a supply is the transaction value i.e., the price actually paid or payable for the said 

supply when the supplier and the recipient of the supply are not related and the price is the sole consideration for the supply.  
2. The given supply is a composite supply involving supply of goods (chemical) and services (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. Thus, tax rate applicable to the goods (chemical) has been considered.  

3. 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.  

4. 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.  

5. Any amount that the supplier is liable to pay in relation to supply but incurred by the recipient of supply and not included in the price actually 
paid for the goods is includible in the value of supply in terms of section 15(2)(b) of CGST Act, 2017.  

6. Subsidies not directly linked to the price and provided by the Central Government and State Governments are not includible in the value of 
supply in terms of section 15(2)(e) of the CGST Act, 2017.  

7. 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. The interest has 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.  

8. The tax liability for the month of September, 20XX will not include the tax payable on the amount of interest as the tax liability for the delayed 
payment of interest arises on the date of receipt of interest in terms of section 12(6) of CGST Act, 2017.  

9. As per section 12(6) of the CGST Act, 2017, the time of supply in case of addition in value by way of interest 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 on 
account of delayed payment of consideration is the date of receipt of interest.  

10. The time of supply for suppliers of goods having aggregate turnover up to ` 1.5 crore in the preceding financial year (excluding composition 
suppliers) will be the time of issue of invoice vide Notification No. 40/2017 CT dated 13.10.2017. Thus in the present case, the time of supply 
would be date of issue of invoice i.e. September 8, 20XX assuming that aggregate turnover of Singhal Brothers in the preceding financial year 
is upto ` 1.5 crore. However, if the aggregate turnover of Singhal Brothers in the preceding financial year is more than ` 1.5 crore, then also the 
time of supply would be the date of issue of invoice i.e. September 8, 20XX in terms of section 12(2) of CGST Act, 2017 as the invoice for the 
supply has been issued earlier than the date of receipt of payment   

11. As per section 39(1) of CGST Act, 2017 every person registered under regular scheme of payment of tax has to furnish the prescribed return on 
or before 20th of the succeeding month. Further, section 39(7) provides that every regular registered person is liable to pay tax due to the 
Government by the last date on which he is required to furnish such return. Thus, GST is liable to be paid on or before 20th of the succeeding 
month. 

 

 



CA Manoj Batra     90 
 
Q20. Dushyant rents out a commercial building owned by him to Bharat for the month of December, for which he charges a rent of 
Rs.19,50,000. Dushyant pays the maintenance charges of Rs. 1,00,000 (for the December month) as charged by the local society. 
These charges have been reimbursed to him by Bharat.  Further, Bharat had given Rs. 2,50,000  to Dushyant as interest free 
refundable security deposit. Further, Dushyant has paid the municipal taxes of Rs. 2,85,000 which he has not charged from Bharat. You 
are required to determine the value of supply and the GST liability of Dushyant for the  month  of December assuming CGST and SGST 
rates to be 9% each. 

Note: All the amounts given above are exclusive of GST.  (RTP May 2020) 
 
 
 
 
 
Answer: 

Computation of the value of supply and the GST liability of Dushyant for the month of December 

Particulars Amount 
(Rs.) 

Rent of the commercial buiding 19,50,000 

Maintenance charges paid to the local society, reimbursed by Bharat [Being reimbursed by the tenant - Bharat, such 
charges ultimately form part of the rent paid by Bharat to Dushyant and thus, will form part of the value] 

1,00,000 

Interest free refundable security deposit 

[Being refundable, the security deposit does not  constitute  consideration in terms of section 2(31) of the CGST  Act,  
2017  and thus, is not includible in the value] 

Nil 

Municipal taxes paid by Dushyant Nil 

[Being an expenditure incurred by the supplier, the same is not includible in the value since such taxes are not charged to  
the  recipient.] 

 

Value of supply 20,50,000 

CGST @ 9% 1,84,500 

SGST @ 9% 1,84,500 

   

Q22. BC Ltd., registered in Noida (Uttar Pradesh) is a supplier of machinery used for making bottle caps. The supply of machinery 
is effected as under: 
 
The wholesale price of the machinery (excluding all taxes and other expenses) at which it is supplied in the ordinary course of the 

business to various customers is ` 42, 00,000. However, the actual price at which the machinery is supplied to an individual 
customer varies within a range of ± 10% depending upon the terms of contract of supply with the particular customer. 
 
Apart from the price of the machinery, ABC Ltd. charges from the customer the following incidental expenses: 

 associated handling and loading charges of ` 10,000 

 installation and commissioning charges of ` 1, 00,000 
 
The machinery can be dismantled and erected at another site, if required. The above charges are compulsorily levied in every case 
of supply of machinery. 
 
Transportation of machinery to the customer‘s premises is arranged by ABC Ltd. through a third-party service provider [Goods 

Transport Agency (GTA)]. The customer enters into a 
separate service contract with the GTA and pays the freight directly to it. 
 
The Company provides one year free warranty for the machinery. Further, the company also provides an extended two-year 

warranty on payment of additional charge of ` 3, 00,000, to all its 
customers. 
 
A cash discount of 2% on the price of the machinery is offered at the time of supply, if the customer agrees to make the payment 

within 15 days of the receipt of the machinery at his premises. In the event of failure to make the payment within the stipulated time, 
the company- 
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 Recovers the discount given; and 

 charges interest @ 1% per month or part of the month on the total amount due from the customer (towards the machinery 
supplied) from the date of making the supply till the date of payment. However, no interest is charged on the tax dues. 
 
For every machinery supplied, ABC Ltd. receives a grant of ` 2, 00,000 from its holding company DEF Ltd. 

 
ABC Ltd. has supplied a machinery to D Pvt. Ltd. on August 1, 20XX ata price of ` 40, 00,000 (excluding all taxes). D Pvt. Ltd has its 
corporate office in New Delhi. However, the machinery has been installed at its manufacturing unit located in Gurugram (Haryana). 
D Pvt. Ltd. has paid the freight directly to the GTA and the charges for two-year extended warranty. Discount @ 2% was given to D 
Pvt. Ltd. as it agreed to make the payment within 15 days. However, D Pvt. Ltd. paid the consideration on 31st October, 20XX. 
 
Assume the rates of taxes to be as under: 
 

                                        Bottle cap making machine   

                                                CGST – 6%  SGST – 6%  IGST – 12% 

                              Service of transportation of goods 
  

                                             CGST – 2.5%  SGST – 2.5%  IGST – 5% 

                Other services involved in the above supply 
  

                                               CGST – 9%  SGST – 9%  IGST – 18% 

 
 
Calculate the GST payable [CGST & SGST or IGST, as the case may be] on the machinery and support your conclusions with legal 
provisions in the form of explanatory notes. Make suitable assumptions, wherever needed. ( Mock Test April 18) (RTP May 18)/ 
(Question for Practice) 
              
Answer: 
Computation of GST liability of ABC Ltd. 
 

Price of machine [Note 1]  40,00,000 

Handling and loading charges [Note 2]  10,000 

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

Transportation cost [Note 4]  Nil 

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

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

Total price of the machine  46,10,000 

Less: 2% cash discount on price of machinery = 
` 40,00,000 × 2% [Note 7] 

( 80,000) 

Taxable value of supply  45,30,000 

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

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

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

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

Cash discount recovered [Note 10]  80,000 

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

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

Total IGST payable on the machinery  5,66,346 

LUE OF  
Notes: -  
(1) As per section 15(1) of the CGST Act, 2017, the value of a supply is the transaction value i.e., the price actually paid or payable for the 
said supply when the supplier and the recipient of the supply are not related and the price is the sole consideration for the supply. It is 
assumed that ABC Ltd. and D Pvt. Ltd are not related and the price is the sole consideration for the supply. 
 
(2) All incidental expenses charged by the supplier to the recipient of a supply are includible in the value of supply in terms of section 15(2)(c) 
of CGST Act, 2017. 
 
(3) Any amount charged for anything done by the supplier in respect of the supply of goods at the time of, or before delivery of goods is 
includible in the value of supply in terms of section 15(2)(c) of CGST Act, 2017. 
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(4) Transportation cost has not been included in the value of supply of the machinery as it is a separate service contract between the 
customer and the third-party service provider. The customer pays the freight directly to the service provider. The supplier (ABC Ltd), in this 
case, merely arranges for the transport and does not provide the transport service on its own account. Tax will be separately levied on the 
supply of service of transportation of goods under reverse charge which will be paid by the customer. 
 
(5) Warranty cost is includible in the value of the supply since transaction value includes all elements of the price excluding those that can be 
specifically excluded as per section 15 of the CGST Act. 
 
(6) Subsidies directly linked to the price excluding subsidies provided by the Central Government and State Governments are includible in the 
value of supply in terms of section 15(2)(e) of the CGST Act, 2017. 
 
(7) Cash discount was deducted by ABC Ltd. upfront at the time of supply on August 1, 20XX and hence, the same is excluded from thevalue 
of supply as it did not form part of the transaction value. 
 
(8) In the given case- 

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

 the place of supply of machinery is the place of installation ofthe machinery i.e., Gurugram (Haryana) in terms of section10(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 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 been considered ascum tax value on the logical assumption that tax component could not be 
recovered from the client. Thus, tax payable thereon has tobe computed by making back calculations in terms of rule 35 of CGST Rules, 
2017. 
 
 
(11) It has been assumed that the invoice for the supply has been issued on August 1, 20XX, the date on which the supply is made. Thus, the 
time of supply of goods is August 1, 20XX in terms of section 12(1) (a) Of the CGST Act, 2017. 
 
As per section 12(6) of the CGST Act, 2017, the time of supply in case of addition in value by way of interest, late fee, penalty etc. for delayed 
payment of consideration for goods is the date on which the supplier receives such addition in value. Thus, the time of supply of interest 
received and cash discount recovered on account of delayed payment of consideration is 31st October, 20XX, the date when the full payment 
was made. The supplier may issue a debit note for such interest and cash discount recovered. 
 

 
Q23. Laxmi Ltd. of Bhopal (Madhya Pradesh) is a supplier of machinery. Laxmi Ltd. has supplied machinery to PQR Enterprises in 
Indore (Madhya Pradesh) on 1st October, 20XX. The invoice for supply has been issued on 1st October, 20XX. Thus, the time of 
supply of machinery is 1st October, 20XX. Laxmi Ltd. and PQR Enterprise are not related. 
 
Following information is provided: 
 
Basic price of machinery excluding all taxes but including design and engineering charges of ` 10,000 and loading charges of ` 
20,000 - 20, 00,000. 
 
Laxmi Ltd. provides 2 years free warranty for the machinery. Laxmi Ltd. also provides an extended one year warranty on payment 
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of additional charges of `1, 00,000. The extended warranty is given by the manufacturer at the time of supply of goods to the buyer 
and that the same is not available separately. PQR Enterprises opted for one year warranty. 
 
 
Laxmi Ltd. has collected consultancy charges in relation to pre installation planning of ` 10,000 and freight and insurance charges 
from place of removal to buyer's premises of `20,000.  
 
Laxmi Ltd. received subsidy of ` 50,000 from Central Government for supplying the machinery to backward region since receiver 
was located in a backward region. Laxmi Ltd. also received ` 50,000 from the joint venture partner of PQR Enterprises for making 
timely supply of machinery to the recipient. 
 
A cash discount of 1% on the basic price of the machinery is offered at the time of supply, if PQR Enterprises agrees to make the 
payment within 30 days of the receipt of the machinery at his premises. Discount @ 1% was given to PQR Enterprises as it agreed 
to make the payment within 30 days. 
 
The machinery attracts CGST and SGST @ 18% (9% + 9%) and IGST @18%. 
 
Compute the CGST and SGST or IGST payable, as the case may be, on the machinery.  (Question for Practice)/ [May 18] 
 
Answer: 
Computation of GST payable 

Particulars  
 

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

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

Consultancy charges in relation to pre-installation planning 
[Note 3] 

10,000 

Freight and insurance charges [Note 4]  20,000 

Subsidy received from Central Government [Note 5]  Nil 

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

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

Value of supply  21,60,000 

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

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

 
Notes: 
1. Laxmi Ltd. and PQR Enterprises are not related and price is assumed to be the sole consideration for the supply. Therefore, in terms of 
section 15(1) of the CGST Act, 2017, the value of the supply is the transaction value i.e., price actually paid or payable for the machinery by 
PQR Enterprises. 
 
Design and engineering charges are includible in the value of supply as any amount charged for anything done by the supplier in respect of 
the supply of goods at the time of, or before delivery of goods is so includible in terms of section 15(2)(c) of CGST Act, 2017. 
 
Further, loading charges being incidental expenses charged by the supplier to the recipient of supply, are includible in the value as per 
section 15(2)(c) of the CGST Act, 2017. 
 
2. Supply of machinery (goods) with supply of ancillary services like extended warranty, is a composite supply, the principle supply of which is 
the supply of machinery. [Section 2(30) of the CGST Act, 2017 read with section 2(90) of that Act]. Thus, value of such ancillary supply is 
includible in the value of composite supply. 
 
3. Any amount charged for anything done by the supplier in respect of the supply of goods at the time of, or before delivery of goods is 
includible in the value of supply in terms of section 15(2)(c) of CGST Act, 2017. 
 
4. Supply of machinery (goods) with supply of ancillary services like freight and insurance is a composite supply, the principle supply of which 
is the supply of machinery [Section 2(30) of the CGST Act, 2017 read with section 2(90) of that Act]. Thus, value of such ancillary supply is 
includible in the value of composite supply. 
 
5. Subsidies provided by the Central Government and State Governments are not includible in the value of supply in terms of section 15(2)(e) 
of the CGST Act, 2017. However, subsidy directly linked to the price received from a non-Government body is includible in the value in terms 
of section 15(2)(e). 
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6. Cash discount has been given to PQR Enterprises upfront at the time of supply and thus, would have been recorded in the invoice and 
hence, the same is excluded from the value of supply in terms of section 15(3)(a) of the CGST Act, 2017. 
7. In the given case- 
 
the location of the supplier is in Bhopal (Madhya Pradesh); and 
 
the place of supply of machinery is the location of the machinery at the time at which the movement of the same terminates for delivery to the 
recipient i.e., Indore (Madhya Pradesh) vide section 10(1)(a) of IGST Act, 2017. 
  
Therefore, as per section 8(1) of IGST Act, 2017, the given supply is an intra-State supply as the location of the supplier and the place of 
supply are in the same State. Thus, the supply will be leviable to CGST and SGST. 
 
*Note: It is also possible to take a view that the basic price of the machinery is ` 19, 70,000 [` 20, 00,000 – ` 10,000 – ` 20,000] and design 

and engineering charges and loading charges are added to such price. In that case, 1% of discount amount will come out to be ` 19,700, 
value of supply would be ` 21, 60,300 and CGST and SGST would be` 1, 94,427 each. 
 
RTP MAY 2020 
Q24. Dumdum Engineering Private Limited (DEPL), Surat (Gujarat), a supplier of heavy machinery, supplied a machine to Gulati 

Manufacturers from its gowdown located in Mumbai, Maharashtra, on 1st January at a price of Rs. 64,00,000 (excluding all  taxes).  
Gulati Manufacturers has its corporate office in New Delhi. However, the machinery was installed at its manufacturing unit  located in 
Gurugram (Haryana) for which installation   and commissioning charges of Rs. 4,80,000 and handling and loading charges of Rs. 
1,60,000, were charged by DEPL. For every machinery supplied, DEPL  receives a  grant of Rs. 3,20,000 from its holding company 
Dharam Ltd. 

Transportation of  machinery to  the customer‘s premises is  arranged by  DEPL  through  a third-party  service   provider  [Goods   
Transport Agency  (GTA)]. Gulati  Manufacturers entered into a separate service contract with the GTA and paid the freight of Rs. 50,000 
directly to it. 
DEPL offered a cash discount of 2% on the price of the machinery at the time of s upply since Gulati Manufacturers agreed to make the 
payment within 15 days of  the receipt of  the machinery at its premises. However, it was agreed that in case Gulati Manufacturers 
failed to make the payment within the stipulated time, DEPL would- 

- recover the discount given; and 

- charge interest @ 1% per month or part of the month on the total amount due (including discount recovered) from Gulati 
Manufacturers (towards the machinery supplied) from the date of making the supply till the date of payment. However, no interest is 
to be charged on the tax dues. 

Gulati Manufacturers paid the consideration for the machine on 31st March. Since the payment was made after the stipulated period of 
15 days of the receipt of the machinery, discount given was recovered from it and interest was accordingly charged. However, Gulati 
Manufacturers refused to pay tax on interest and discount recovered. 
Assume the rates of taxes to be as under: 
 

Supply CGST rate SGST rate IGST rate 

Machinery supplied 6% 6% 12% 

Service of transportation of goods 2.5% 2.5% 5% 

Other services involved in the above supply 9% 9% 18% 

In view of the above information, you are required to answer the following questions: 

(i) The place  of  supply of  the machinery supplied  by  DEPL is ____________________________ and 
the nature of supply is _____________________________ _. 

(a) Gujarat, intra-State supply 

(b) Haryana, inter-State supply 

(c) New Delhi, inter-State supply 

(d) Maharashtra, inter-State supply 
Answer:-  (b) Haryana, inter-State supply 

(ii) The GST liability of DEPL for the month of January is _____________________________ (approx.). 
 (a) 9,46,660, (b) 8,67,840, (c) 9,06,153, (d) 8,29,440 
Answer:- (b) 8,67,840 
Hint: 
[Value = 64,00,000 + 4,80,000 + 1,60,000 + 3,20,000 - 1,28,000 = 72,32,000] 
[Tax = 72,32,000 * 12% = Rs 8,67,840] 
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(iii) The GST liability of DEPL for the month of March is __________________________ (approx.). 
 (a) 36,343, (b)36,504, (c) 35,314, (d) Nil 
Answer: - (a) 36,343 
Hint: 
[Value Including GST = [64,00,000 + 4,80,000 + 1,60,000] 70,40,000*3% + 1,28,000 = 3,39,200] 
[Value Excluding GST = 3,39,200 / 1.12 = 3,02,857.14] 
[Tax = 3,02,857.14*12% = 36,343] 

(iv) Supply of machinery and supply of installation and commissioning services is 
______________ supply. Time of supply of interest received by DEPL and cash discount recovered on account of delayed payment of 
consideration is _______________________________________________________________________ _. 

(a) composite, 31st March 

(b) composite, 1st January 

(c) mixed, 1st January 

(d) mixed, 31st March 

Answer: - (a) composite, 31st March 

 

(v) If the grant of Rs. 3,20,000 received by DEPL had been received from Central Government instead of its holding company 
Dharam Ltd., with other facts remaining the same, the GST liability of DEPL for the month of January would have been 

_______________ (approx.). (a) 9,46,660 (b)    8,67,840 (c)    9,06,153 (d)  8,29,440 

Answer:- (d)    8,29,440 
Hint: 
[Value = 64,00,000 + 4,80,000 + 1,60,000 - 1,28,000 = 69,12,000] 
[Tax = 69,12,000 * 12% = Rs 8,29,440] 
 
 
 
 
 
 
 
Q25. M/s Jonty India Ltd. a manufacturer of heavy machines registered at Jaipur (Rajasthan) supplied one machine to M/s. Dhanuka 
Ltd. Of Udaipur (Rajasthan) on 05-02-20XX under an invoice of the same date. Using the information given below, compute the 
value of the machine and the GST payable (CGST & SGST or IGST as the case may be) in cash for the month of February, 20XX by 
M/s Jonty India Ltd. With appropriate working notes. 
 
Assume Rate of CGST, SGST and IGST on the machine to be 9%, 9% and 18% respectively.  (Question for Practice) 
 

Sl. 
No.  

Particulars  
Amount in 
` 

(i)  The Basic price of the machine (exclusive of taxes and discount). 28,50,000 

(ii)  Trade discount is allowed at 3% on the basic price and is shown in the invoice.  85,500 

(iii)  Secondary packing (in iron sheets) charges for safe transportation of the machine on the request of buyer. 30,000 

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

(v)  Tax levied by Municipal Authority on the sale of the machine.  25,000 

(vi)  Subsidy received by the supplier from the State Government to encourage manufacture of the machine. 80,000 

(vii)  
Pre-delivery inspection charges paid to an independent agency in terms of the agreement for supply. The 
amount was paid by M/s. Dhanuka Ltd. 

22,000 

(viii)  Interest amount paid by M/s. Dhanuka Ltd. for delay in payment for the machine.  12,000 

 
Inward Supplies 

 
(i)  IGST paid on food items for consumption by employees working in the factory.  8,000 

(ii)  SGST and CGST (` 15,000 each) paid on Electrical transformer used in the manufacturing process.  30,000 

 
Note: 
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(i) M/s Jonty India Ltd. has no input tax credit balance at the beginning of February, 20XX. All the other conditions necessary for 
availing the eligible input tax credit have been fulfilled. 
 

(ii) There are no other transactions of supplies during the month of February, 20XX. 
 

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

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

Particulars  
 

Basic price of machine  28,50,000 

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

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

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

Pre-delivery inspection charges paid by M/s. 
Dhanuka Ltd. [Note 1(iv)] 

22,000 

Interest for delay in payment [` 12,000 x 100/118] 
[Note 1(v)] – (rounded off) 

10,169 

Less: 3% Trade discount on basic price of machinery =  28,50,000 × 3% [Note 2] (85,500) 

Taxable value of supply  29,41,669 

 
Computation of net GST payable (in cash) by M/s. Jonty India Ltd. For the month of February, 20XX 

Particulars  
CGST @ 
9% (`) 

SGST @ 
9% (`) 

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

Less: Input tax credit [ITC] of tax paid on electrical transformer used in the manufacturing process [Note 3]  15,000  15,000 

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

 
Notes: 
 

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

(i) All incidental expenses, including packing, charged by the supplier to the recipient of a supply are includible in the value of 
supply. 
 

(ii) Any amount charged for anything done by the supplier in respect of the supply of goods at the time of, or before delivery of 
goods is includible in the value of supply. 

 
(iii) Any taxes levied under any law for the time being in force other than CGST/SGST/UTGST/IGST, if charged separately by the 

supplier are includible in the value of supply. 
 

(iv) Any amount that the supplier is liable to pay in relation to such supply, but which has been incurred by the recipient of the 
supply and not included in the price actually paid or payable for the goods and/or services is includible in the value of supply. 

 
(v) Interest for the delayed payment of any consideration for any supply is includible in the value of supply. Further, it is assumed 

that such interest is inclusive of tax and that the same has been received by M/s. Jonty India Ltd. in the month 
 

(vi) Subsidies directly linked to the price excluding subsidies provided by the Central Government and State Governments are 
includible in the value of supply. Since in the given case, subsidy is received from State Government, the same has not been 
included in the value of supply presuming it to be directly linked to the price.* 

 
(2) Trade discount has been shown in the invoice and hence, the same is excluded from the value of supply in terms of section 15(3)(a) of the 
CGST Act, 2017. 

 
(3) ITC on food or beverages is specifically disallowed unless the same is used for making outward taxable supply of the same category or as 
an element of the taxable composite or mixed supply1 [Section 17(5)(b)(i)]. Further, since transformers are used in the course or furtherance 
of business, ITC thereon is available in terms of section 16(1). 
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1It has been assumed that the food items are provided free of cost to the employees in the course of employment. 
 
(4) In the given case- 

(i) the location of the supplier is in Jaipur (Rajasthan); and 
(ii) the place of supply of machinery is the location of the machinery at the time at which the movement of the same terminates for 

delivery to the recipient i.e., Udaipur (Rajasthan) vide section 10(1)(a) of IGST Act, 2017.  
Therefore, as per section 8(1) of IGST Act, 2017, the given supply is an intra-State supply as the location of the supplier and the place of 
supply are in the same State. Thus, the supply will be leviable to CGST and SGST 

 
Note*In the above answer, it has been assumed that the basic price of the machine has been arrived at after adjusting the subsidy and that 
the basic price is the price charged from the customer. Consequently, subsidy received from State Government has not been reduced from 
the basic price of the machine while arriving at the taxable value of supply.  
 
However, it is also possible to assume that the subsidy has yet not been adjusted in the basic price and that the price which will be charged 
from the customer is ` 27,70,000 (` 28,50,000 – ` 80,000) i.e., after excluding subsidy. In that case, the value of supply will be ` 28,61,669. 

 

VALUATION RULES 

RULE 27. Value of supply of goods or services where the consideration is not wholly in money. 

Q34. Dev Enterprises is the supplier of water coolers. Dev Enterprises supplied water coolers to Vimal Traders for consideration of 
` 2, 95,000 (inclusive of GST @ 18%). Vimal Traders also gave some materials to Dev Enterprises as consideration for such supply 
whose value was `10,000 (exclusive of GST). 
Dev Enterprises has supplied the same goods to another person at price of ` 2, 97,360 (inclusive of GST@18%).  
You are required to: 
(1) Determine the value of goods supplied by Dev Enterprises to Vimal Traders as per the provisions of the CGST Act, 2017. 
(2) What would your answer be if price of ` 2,97, 360 is not available at the time of supply of goods to Vimal Traders? Explain 
briefly.     (Question for Practice) (Sug May 19) 
 
Answer: 
 (1) In the given case, price is not the sole consideration for the supply. Apart from monetary consideration, the buyer has given some 
material to the supplier as consideration for such supply. Hence, the value of the supply cannot be determined on the basis of the transaction 
value in terms of section 15(1) of the CGST Act, 2017. 
 
Here, the value will be determined with the help of rule 27 of the CGST Rules, 2017 (Valuation Rules) which specifies that where the 
consideration for a supply is not wholly in money, the value will be the open market value. 
Open market value of a supply means the full value in money, excluding the applicable GST, where the supplier and the recipient of the 
supply are not related and the price is the sole consideration, to obtain such supply at the same time when the supply being valued is made. 
Therefore, in the given case, the open market value of the goods supplied is ` 2, 52,000 (` 2,97,360 x 100/118) and is therefore, the value of 
such goods. 
 
(2) Rule 27 further provides that if open market value of the supply is not known, the value of the supply will be the consideration in money 
plus the money equivalent to the non-monetary consideration, if 
such amount is known at the time of supply. 
Therefore, the value in the given case will be (` 2, 95,000 x 100/118) + ` 10,000, which  is ` 2, 60,000. 
 
 

RULE 28. Value of supply of goods or services or both between distinct or related persons, other than through an 

agent 

Q36. Kamal & Co. manufactures customized products at its unit situated in Rajasthan. Cost of production for Kamal & Co. for 1000 products 
is Rs. 20,00,000. These products require further processing before sale, and for this purpose products are transferred from its Rajasthan unit 
to its another unit in Punjab. The Punjab unit, apart from processing its own products, engages in processing of similar products of other 
persons who supply the products of the same kind and quality and thereafter sells these processed products to wholesalers. There are no 
other factories in the neighbouring area which are engaged in the same business as that of its Punjab unit. Products of the same kind and 
quality are supplied in lots of 1000 each time by another manufacturer located in Punjab. 
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The price of such goods is Rs. 19,00,000. Determine the value of 1000 products supplied by 
Kamal & Co. to its Punjab unit as per the provisions of CGST Act, 2017. (May 18) 

Answer: 
As per section 25(4) of the CGST Act, 2017, a person who has obtained or is required to obtain 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 for 
the purposes of this Act. Therefore, units of Kamal & Co. in Rajasthan and Punjab are distinct persons.  

As per rule 28 of CGST Rules, 2017, the value of the supply of goods between distinct persons, other than where the supply is made through 
an agent, shall – 
(a) be the open market value of such supply; 
(b) if open market value is not available, be the value of supply of goods of like kind and  quality; 
(c) if value cannot be determined under the above methods, be cost of the supply plus 10% mark-up or be determined by other reasonable 
means, in that sequence.  

In the given case, open market value of the 1000 products being supplied to Punjab unit is not available since the supplier manufactures 
customised products. Therefore, value of 1000 products supplied by Rajasthan unit of Kamal & Co. to Punjab unit will be the value of the 
goods of like kind and quality supplied to Punjab unit by other customers which is Rs. 19,00,000.  

Since goods are not supplied as such by the Punjab unit, goods cannot be valued @ 90% of the price charged for the supply of like goods by 

the Punjab unit to its unrelated customers in terms of first proviso to rule 28 of CGST Rules, 2017.  

Further, if Punjab unit is entitled for full ITC, the value declared in the invoice of Rajsthan unit will be deemed to be the open market value of 

the goods vide second proviso to rule 28 of CGST Rules, 2017. 

 

 Computation of Tax liability: Time of supply + valuation  

Q57. Allfit Laboratories Ltd. is a registered supplier of bulk drugs in Delhi paying tax under regular scheme. It manufactures bulk 
drugs and supplies the same in the domestic and overseas market. The bulk drugs are supplied within Delhi and in the overseas 
market directly from the company‘s warehouse located in South Delhi. For supplies in other States of India, the company has 
appointed consignment agents in each such State. However, supplies in Gurgaon (Haryana) and Noida (U.P.) are effected directly 
from South Delhi warehouse. The drugs are supplied to the consignment agents from the South Delhi warehouse. Allfit 
Laboratories Ltd. also provides drug development services to drug manufacturers located in India, including testing of their new 
drugs in its laboratory located in Delhi. The company has furnished the following information for the month of January, 20XX: 
 

Particulars  Rs 

Advance received towards drug development services to be provided to Orochem Ltd., a drug 
manufacturer, located in Delhi [Drug development services have been provided in February, 20XX 
and invoice is issued on 28.02.20XX] 

5,00,000 

Advance received for bulk drugs to be supplied to Novick Pharmaceuticals, a wholesale dealer of 
drugs in Gurgaon, Haryana [Invoice for the goods is issued at the time of delivery of the drugs in 
March, 20XX] 

6,00,000 

Supply of bulk drugs to wholesale dealers of drugs in Delhi 60,00,000 

Bulk drugs supplied to Anchor Pharmaceuticals Inc., USA under LUT [Consideration received in 
convertible foreign exchange] 

90,00,000 

Drug development services provided to Unipharma Ltd., a drug manufacturer, located in Delhi 6,00,000 

 
You are required to determine the GST liability [CGST & SGST or IGST, as the case may be] of Allfit Laboratories Ltd. for the month 
of January, 20XX with the help of the following additional information furnished by it for the said period:  
1. Consignments of bulk drugs were sent to Cardinal Pharma Pvt. Ltd. and Rochester Medicos – agents of Allfit Laboratories Ltd. in 
Punjab and Haryana respectively. Cardinal Pharma Pvt. Ltd. and Rochester Medicos supplied these drugs under their invoices to 
the Medical Stores located in their respective States for Rs. 60,00,000 and Rs. 50,00,000 respectively.  
2. Bulk drugs have been supplied to Ronn Medicos - a wholesale dealer of bulk drugs in Gurgaon, Haryana for consideration of Rs. 
15,00,000. Allfit Laboratories Ltd. owns 72% shares of Ronn Medicos Pvt. Ltd. Open market value of the bulk drugs supplied to 
Ronn Medicos Pvt. Ltd. is Rs. 30,00,000. Further, Ronn Medicos Pvt. Ltd. is not eligible for full input tax credit. Note: 
 

(i) All the given amounts are exclusive of GST, wherever applicable. 

(ii) (ii) Assume the rates of GST to be as under: 
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Goods/services supplied  CGST  SGST  IGST 

Bulk drugs  2.5%  2.5%  5% 

Drug development services  9%  9%  18% 

You are required to make suitable assumptions, wherever necessary. (Question for Practice) (Mock Test Mar 18/ April 19) (RTP Nov 
19) 
 
Answer: 
Computation of GST Liability of Allfit Laboratories Ltd. for the month of  January, 20XX 
 
COMPUTATION OF GST LIABILITY 

Particulars  CGST (Rs)  SGST (Rs) IGST (Rs) 

Advance received for drug development services supplied to Orochem 
Ltd., a drug manufacturer, located in Delhi [Note - 1] 

45,000 [5,00,000 × 
9%] 

45,000 [5,00,000 × 
9%]  

Advance received for bulk drugs to be supplied to Novick 
Pharmaceuticals, a wholesale dealer of drugs in Gurgaon, Haryana [Note 
- 2] 

  
Nil 

Supply of bulk drugs to wholesale dealers of drugs in Delhi [Note - 3] 
1,50,000 
[60,00,000 × 2.5%] 

1,50,000 
[60,00,000 × 2.5%]  

Bulk drugs supplied to Anchor Pharmaceuticals Inc., USA under LUT 
[Note - 4]   

Nil 

Supply of drug development services to Uni pharma Ltd., a drug 
manufacturer, located in Delhi [Note - 5] 

54,000 [6,00,000 × 
9%] 

54,000 [6,00,000× 
9%]  

Supply of bulk drugs to consignment agents - Cardinal Pharma Pvt. Ltd. 
and Rochester Medicos of Punjab and Haryana [Note - 6]   

4,95,000 
[99,00,000 × 
5%] 

Supply of bulk drugs to Ronn Medicos of Gurgaon, Haryana [Note - 7] 
  

1,50,000 
[30,00,000 × 
5%] 

Total GST liability  2,49,000  2,49,000  6,45,000 

 
OF GST LIABILITY 
Notes: 
 1. Being an intra-State supply of services, supply of drug development services to Orochem Ltd. of Delhi is subject to CGST and SGST @ 
9% each. Further, in terms of section 13(2) of the CGST Act, the time of supply of services is the earlier of the date of invoice or date of 
receipt of payment, if the invoice is issued within 30 days of the supply of service. In the given case, invoice is issued within 30 days of the 
supply of service. Therefore, time of supply of services will be date of receipt of advance and hence, GST is payable on the advance received 
in January, 20XX.  
2. Being an inter-State supply of goods, supply of bulk drugs to Novick Pharmaceuticals of Gurgaon, Haryana is subject to IGST @ 5%. 
Further, in terms of section 12(2) of the CGST Act, the time of supply of goods is the earlier of the date of issue of invoice/last date on which 
the invoice is required to be issued or date of receipt of payment.  
However, Notification No. 66/2017 CT dated 15.11.2017 specifies that time of supply of goods for the purpose of payment of tax is the date of 
issue of invoice/last date of issue of invoice.  
Thus, GST is not payable at the time of receipt of advance against supply of goods. The time of supply of the advance received for bulk drugs 
to be supplied to Novick Pharmaceuticals is the time of issue of invoice, which is in March, 20XX. Thus, said advance will be taxed in March, 
20XX and not in January, 20XX.  
3. Being an intra-State supply of goods, supply of bulk drugs to wholesale dealers of drugs in Delhi is subject to CGST and SGST @ 2.5 % 
each.  
4. Section 2(5) of the IGST Act defines export of goods as taking goods out of India to a place outside India. In view of the said definition, 
supply of the bulk drugs to Anchor Pharmaceuticals Inc. of USA under LUT is export of goods. Export of goods is a zero-rated supply [Section 
16(1) of the IGST Act]. A zero-rated supply under LUT is made without payment of integrated tax [Section 16(3)(a) of IGST Act]. 
5. Being an intra-State supply of services, supply of drug development services to Unipharma Ltd. of Delhi is subject to CGST and SGST @ 
9% each.  
6. Value of supply of goods made through an agent is determined as per rule 29 of the CGST Rules. Accordingly, the value of supply of 
goods between the principal and his agent is the open market value of the goods being supplied, or at the option of the supplier, is 90% of the 
price charged for the supply of goods of like kind and quality by the recipient to his unrelated customer, where the goods are intended for 
further supply by the said recipient.  
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In the given case, since open market value is not available, value of bulk drugs supplied to consignment agents - Cardinal Pharma Pvt. Ltd. 
and Rochester Medicos – will be 99,00,000 [90% of (60,00,000 + 50,00,000)]. Further, being an inter-State supply of goods, supply of bulk 
drugs to the consignment agents is subject to IGST @ 5%.  
7. If any person directly or indirectly controls another person, such persons are deemed as related persons. [Clause (a)(v) of explanation to 
section 15 of the CGST Act]. In the given case, since Allfit Laboratories Ltd. owns 72% shares of Ronn Medicos, both are related persons. 
Value of supply of goods between related persons (other than through an agent) is determined as per rule 28 of the CGST Rules. 
Accordingly, the value of supply of goods between related persons is the open market value of such goods and not the invoice value. 
Furthermore, since Ronn Medicos is not eligible for full input tax credit, value declared in the invoice cannot be deemed to be the open market 
value of the goods. Thus, open market value of the bulk drugs supplied to Ronn Medicos, i.e. 30,00,000 is the value of supply of such goods. 
Further, being an inter-State supply of goods, supply of bulk drugs to Ronn Medicos is subject to IGST @ 5%.  

RULE 29. Value of supply of goods made or received through an agent. 

  

CBIC CLARIFICATION Que 

Q43. Mr. James Bond is a registered person under GST in the State of Maharashtra who sells footwear to his customers locally within the 
same State. He has been appointed as an agent by M/s. Toto Shoes Ltd., a company registered under GST in the State of Karnataka. During 
a financial year, M/s. Toto Shoes Ltd., sends taxable goods worth Rs. 5.00 crore from its Bengaluru store to Mr. James Bond who sells such 
goods for Rs. 5.00 crore by raising invoices using the GSTIN of M/s. Toto Shoes Ltd. Mr. James Bond receives a commission of Rs. 60.00 
lakh from M/s. Toto Shoes (P) Ltd., during the said financial year. Compute the value of supply of Toto Shoes (P) Ltd. and Mr. James Bond 
for the financial year.      (RTP May 19) 
(a) M/s. Toto Shoes (P) Ltd.: Nil and James Bond: Rs. 5.6 crore 
(b) M/s. Toto Shoes (P) Ltd.: Rs. 5 crore and James Bond: Rs. 5.6 crore 
(c) M/s. Toto Shoes (P) Ltd.: Rs. 5 crore and James Bond: Rs. 60 lakh 
(d) None of the above 
Answer: (C) 
 
Q 44. Mr. James Bond is a registered person under GST in the State of Maharashtra who sells footwear to his customers locally within the same 
State. He has been appointed as an del-credre agent by M/s. Toto Shoes Ltd., a company registered under GST in the State of Karnataka. During a 
financial year, M/s. Toto Shoes Ltd., sends taxable goods having open market value ` 4.70 crore from its Bengaluru store to Mr. James Bond who 

sells such goods for ` 5.00 crore by raising invoices in his name. Mr. James Bond receives higher commission due to del-credre agent of ` 60.00 
lakh from M/s. Toto Shoes (P) Ltd., during the said financial year. Mr. James extended short-term transaction based loan to the recipient (buyer), for 
which interest is charged by James (DCA) of Rs 47,20,000 

(i) Whether James Bond a DCA would be agent under schedule I 
(ii) Whether commission charged by James Bond liable to GST 
(iii) Whether interest charged will form part of Value  
(iv) Compute the taxable value of supply & GST of Toto Shoes (P) Ltd. and Mr. James Bond for the financial year. Rate of GST = 18% 

Answer: 
 In terms of Section 7 read with Schedule I, following would qualify as supply: Supply of goods by a principal to his agent where the agent undertakes 
to supply such goods on behalf of the principal; or 
As per Circular 57/31/2018:  
Where Invoice for Further supply is being issued by agent in his name, then Agent covered in Sch I, (i.e agent undertakes to supply such goods on 
behalf of the principal) 
(i) Since James Bond, Supplying goods on behalf of M/s. Toto Shoes Ltd, James Bond a DCA would be agent under schedule I 
(ii) Yes, Commission is liable to GST 
(iii) Interest would form part of value of James Bond a DCA 
(iv) As per Rule 29 of CGST Rules, The value of supply of goods between the principal and his agent shall be the open market value of the goods 

being supplied, or at the option of the supplier, be 90% of the price charged for the supply of goods of like kind and quality by the recipient to his 
customer not being a related person  

Value of supply by principal (Toto Shoes (P) Ltd ) to agent (James Bond a DCA) 

(Open market value or 90% of price at which agent sold)whichever is less 
(4.7 crore or 5 crore × 90%) whichever is less 

4,50,00,000 

GST @ 18% 81,00,000 

 
Value of supply by agent (James Bond a DCA) to customer 
 

Price Of Goods 5,00,00,000 

Add: Commission 60,00,0000 

Add: Interest  40,00,000 
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Taxable Value  6,00,0000 

GST @ 18% 1,08,00,000 

Less: input Tax credit  81,00,000 

 27,00,0000 

 
Q 45. Mr. James Bond is a registered person under GST in the State of Maharashtra who sells footwear to his customers locally within the same 
State. He has been appointed as an del-credre agent by M/s. Toto Shoes Ltd., a company registered under GST in the State of Karnataka. During a 
financial year, M/s. Toto Shoes Ltd., sends taxable goods having open market value ` 4.70 crore from its Bengaluru store to Mr. James Bond who 

sells such goods for ` 5.00 crore by raising invoices in name of M/s. Toto Shoes Ltd. Mr. James Bond receives higher commission due to del-credre 
agent of ` 60.00 lakh from M/s. Toto Shoes (P) Ltd., during the said financial year. Mr. James extended short-term transaction based loan to the 
recipient (buyer), for which interest is charged by James (DCA) of Rs 47,20,000 

(i) Whether James Bond a DCA would be agent under schedule I 
(ii) Whether commission charged by James Bond liable to GST 
(iii) Whether interest charged will form part of Value  
(iv) Compute the taxable value of supply & GST of Toto Shoes (P) Ltd. and Mr. James Bond for the financial year. Rate of GST = 18% 

Answer 

 
(i) James Bond a DCA would not be agent under schedule I 
(ii) Yes, Commission of Rs 60 lac is liable to GST 
(iii) Interest on loan is exempt vide entry 27 of exemption notification. 
(iv) Taxable value of supply of Toto Shoes (P) Ltd.  is 5 Crore & GST Rs 90,00,000 

Taxable value of supply of Mr. James Bond is Rs 60 lac =10,80,000 

 

 

[RULE 31A. Value of supply in case of lottery, betting, gambling and horse racing. 

 

 Amendment Question 

 

[RULE 31A. Value of supply in case of lottery, betting, gambling and horse racing. 

 

Q79. Government of Goa runs a lottery gaming competition. The face value is 120. The price notified by the State is INR 128. What will 

be the taxable value and GST amount? 

Answer: Higher of face value (120) and price notified by the State (128) is INR 128.   

INR 128 is inclusive of GST. The GST rate on state-run lottery programme is 28%. 

Thus, Price before GST = (128 * 100) / (100 + GST rate) = (128*100) / (128) = INR 100 

Thus, taxable value = INR 100 

GST amount = INR 28. 

  

Q80. if the lottery would have been organised by a private player, The face value is 112. The price notified by the State is INR 128. 

What will be the taxable value and GST amount? The GST rate would be 28%. 

The Price before GST = (128 * 100)/ (100 + GST rate) = (128*100) / (128) = INR 100 

Thus, taxable value = INR 100 

GST amount = INR 28 

RULE 32. Determination of value in respect of certain supplies 

 
 

Determination of value of service of purchase or sale of foreign currency including money changing: Rule 32(2)  

 

 (CA Final Nov 20):  Question 2 (b) 
M/s Global Travels is providing money changer and air travel agent services to various clients. From the information provided below, you are 
required to calculate the value of taxable supply for the month of March 2020:  

(i) It had converted US $ 6,000 into Singapore dollar 9,000. RBI reference rate at that time was ₹ 72 per US $ and for Singapore dollar, it 
was ₹ 52.  

(ii) It had booked domestic ticket value of ₹ 7,00,000 and international ticket value of  ₹ 15,00,000.   
Additional information:  
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The concern has not opted to value the money change under rule 32(2)(b) of the CGST Rules, 2017. Basic air fare component under both 
domestic and international ticket value is 70% and 60% respectively.  (4 Marks)  

 
Answer   
(i) Since in the given case, neither of the currencies exchanged is Indian Rupees, value of taxable supply, in terms of rule 32(2)(a) of the CGST 

Rules, 2017, is 1% of lower of the following:  

(A) US dollar converted into Indian rupees at RBI reference rate  
   = US $ 6,000 × ₹ 72 = ₹ 4,32,000  

(B) Singapore dollar converted into Indian rupees at RBI reference rate   
   = Singapore dollar 9,000 × ₹ 52 = ₹ 4,68,000  

Value of taxable service for the month of March 2020 = 1% of ₹ 4,32,000 = ₹ 4,320  

 

 (ii)        Computation of value of taxable supply  

Particulars  ₹   ₹    

Basic fare in case of domestic bookings   [₹ 7,00,000 x 70%]  4,90,000   

Value of taxable supply @ 5% [A]   [Rule 32(3) of the CGST Rules, 2017]    24,500  

Basic fare in case of international bookings   [₹ 15,00,000 x 60%]  9,00,000   

Value of taxable supply @ 10% [B]     90,000  

[Rule 32(3) of the CGST Rules, 2017]    

Value of taxable supply [A] + [B]    1,14,500  

 

 
Q56. Prada Forex Private Limited, registered in Delhi, is a money changer. It has undertaken the following purchase and sale of 
foreign currency: 
 

(i) 1,000 US $ are purchased from Nandi Enterprises at the rate of Rs. 68 per US $. RBI reference rate for US $ on that day is Rs. 
68.60. 
 

(ii) 2,000 US $ are sold to Metavante at the rate of Rs. 67.50 per US$. RBI reference rate for US $ for that day is not available. 
      
Determine the value of supply in each of the above cases in terms of: 
 
(A) Rule 32(2) (a) of the CGST Rules, 2017 
(B) Rule 32(2) (b) of the CGST Rules, 2017.VALUE OF SUPPLY    (RTP Nov 18/19) (Question for Practice) 
 
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 Rules, 2017 provides that the value of supply of services for a currency, when exchanged from, or 
to, Indian Rupees, shall be equal to the difference in the buying rate or the selling rate, as the case may be, and the Reserve 
Bank of India (RBI) reference rate for that currency at that time, multiplied by the total units of currency. Thus, value of supply 
is: = (RBI reference for US $ - Buying rate of US $) × Total number of units of US $ bought = (68.6 – 68) × 1,000 = ` 600/- 
 

(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)  First proviso to rule 32(2)(a) of the CGST Act, 2017  
 

Rule 32(2) (b) provides that value in relation to the supply of foreign currency, including money changing shall be deemed to be – 
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S. No. Currency exchanged  Value of supply 

1.  Upto ` 1,00,000  1% of the gross amount of currency exchanged OR  250 whichever is higher 

2.  
Exceeding ` 1,00,000 and upto ` 
10,00,000 

1,000 + 0.50% of the (gross amount of currency exchanged - 1,00,000) 

3.  Exceeding ` 10,00,000  
 5,500 + 0.1% of the (gross amount of currency exchanged - 10,00,000) OR 
60,000 whichever is lower 

 
Thus, the value of supply in the given cases would be computed as under: 
 
(i) Gross amount of currency exchanged = ` 68 × 1,000 = 68,000. Since the gross amount of currency exchanged is less than ` 1, 

00,000, value of supply is 1% of the gross amount of currency exchanged i.e. 1% of ` 68,000 or ` 250, whichever is higher. 
= ` 680/- 

(ii) Gross amount of currency exchanged = ` 67.50 × 2,000 = 1, 35,000. Since the gross amount of currency exchanged Exceeds 
` 1, 00,000 but is less than ` 10, 00,000, value of 
Supply is ` 1,000 + 0.50% of (` 1, 35,000 - ` 1, 00,000). = ` 1,175/- 

 

  

Determination of value of service of booking of tickets for air travel by an air travel agent: Rule 32(3) 

 
Q58. Mr. U is an air travel agent. Compute the value of supply of service made by him during a month with the help of following particulars 
furnished by him:      (ICAI Study Mat) 

Particulars  Basic fare (`) Other charges and fee (`) Taxes (`) Total value of tickets (`) 

Domestic Bookings  1,00,900  9,510  4,990  1,15,400 

International Bookings 3,16,880  20,930  15,670  3,53,480 

 
Answer: 
Computation of value of supply of services made by Mr. U in a month 

Particulars  `  ` 
Basic fare in case of domestic bookings  1,00,900 

 
Value of supply @ 5% [A] Refer Note below  

 
5,045 

Basic fare in case of international bookings  3,16,880 
 

 Value of supply @ 10% [B] Refer Note below   31,688 

Value of supply [A] + [B] (rounded off)   36,733 

 

Note: As per rule 32(3) of CGST Rules, the value of the supply of services in relation to booking of tickets for travel by air provided by an air 

travel agent is 5% of the basic fare in the case of domestic bookings, and 10% of the basic fare in the case of international bookings. 

  

Determination of value of service in relation to life insurance business: Rule 32(4) 

  

Q61. Zindagi Life Insurance Company Limited (ZLICL) has collected premium from subscribers and it does not intimate the amount 
allocated for investment to subscribers at the time of collection of premium. During the month of September 20XX, it has collected 
the following receipts: 
 

SI. No.  Particulars  Amount 

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

2.  Premium from new sub  40,00,000 

3.  Renewal Premium  80,00,000 

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

 
All amounts are exclusive of tax. You are required to compute the value of supply by ZLICL in accordance with GST laws. 
               (Question for Practice) (May 19 Sug) 
Answer: 
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As per rule 32(4) of the CGST Rules, 2017, the value of supply of services in relation to life insurance business, when the amount 
allocated for investment/ savings on behalf of the policy holder is not intimated to the policy holder at the time of supply of service, is- 
 

(i) in case of single premium annuity policies,10% of single premium charged from the policy holder; 
 

(ii) in all other cases, 25% of the premium charged from the policy holder in the first year and 12.5% of the premium charged from 
the policy holder in subsequent years; 

 
(iii) in case the entire premium paid by the policy holder is only towards the risk cover in life insurance, the premium so paid. the 

risk cover in life insurance, the premium so paid. 
 
Therefore, in the given case, the value of the services provided by ZLICL will be computed as under: 
 
Computation of value of supply for ZLICL for the month of September 20XX 
 

Particulars  Amount (`) 

Premium for only risk cover  25,00,000 

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

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

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

Total value of supply  55,00,000 

 

 
  
  

Determination of value of second hand goods – Margin Scheme: Rule 32(5) 

 
 Q5. Mr. Kala is a proprietor of M/s. Kala & Associates registered in GST which deals in sale/ purchase of used or second hand cars. 
During financial year 2017-18, he effected following intra-State transactions:  

Particulars Purchase Price Sale Price 

Car 1 Rs. 5,00,000 Rs. 7,50,000 

Car 2 Rs. 3,00,000 Rs. 2,75,000 

Car 3 Rs. 6,00,000 Rs. 6,50,000 

Car 4 Rs. 8,00,000 Rs. 9,50,000 

Mr. Kala purchased Car 4 from another registered person who charged GST of Rs. 1,30,000 and accordingly Mr. Kala has availed the input credit of 
the same.  
Mr. Kala is not familiar with GST provisions hence he has approached you for determining his GST liability. Assume applicable rate of tax is 18%. 
 [RTP MAY 2020] 

(a) Rs. 95,000/- (b) Rs. 1,08,000/- (c) Rs. 1,30,500/- (d) Exempt Supply, No GST  

Ans:  (a)Rs. 95,000/- 

[Hint: 

Car 1 – Margin Scheme = [7,50,000-5,00,000]*18% = 45,000 

Car 2 – Margin Scheme = [2,75,000 – 3,00,000] – Ignore as Negative Value 

Car 3 - Margin Scheme = [6,50,000-6,00,000]*18% = 9,000 

Car 3 - Regular Scheme = [9,50,000]*18% - 1,30,000 (ITC) = 41,000] 

[Total GST Liability = 45,000 + 9,000 + 41,000 = 95,000]  

 

Q65:- Mr. D being a dealer in goods sells new brand cars at ` 11,00,000. He advertises that customers can sell their old car if they buy new car from 

him. One customer exchanged his old car for ` 2,00,000. Mr. D sold new car to that customer for ` 9,00,000. The Central Tax Department 

demanded to pay GST on ` 11,00,000 whereas Mr. D argues that he is eligible to pay GST on the difference namely margin of ` 9,00,000 as per 
Rule 32(5) of the CGST Rules, 2017. Discuss and decide the correct approach. 
Answer: 
Rule 32(5) of the CGST Rules, 2017 is applicable only when person is dealing in buying and selling of second hand goods. In the given case Mr. D is 
not eligible for margin scheme as referred in rule 32(5). Since, dealer sold new car and therefore, provisions of rule 32(5) will not apply. 
Therefore, from the above it is evident that the Central Tax Department view is correct 
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Q66:- M/s X Ltd, a registered person under GST, being a dealer dealing with second-hand goods. M/s X Ltd. supplies a used camera to a consumer 
in Chennai for selling price of ` 15,000. The used camera (i.e. second hand) was purchased for ` 10,000 from a registered dealer in Mumbai, on 

which CGST + SGST of ` 1,400 each was charged (i.e. GST rate applicable to cameras is 28%). 
M/s X Ltd. charged IGST 28% on inter State supply. 
Find the net GST liability in the following independent cases: 
(a) if input tax credit availed. 
(b) if input tax credit not availed. 
 
Answer 
(i) Net GST liability in case of input tax credit availed: 

Particulars  Value `  28% IGST ` 

Output supply  15,000  4,200 

Less: ITC  10,000 
 

CGST 14%   (1,400) 

SGST 14%   (1,400) 

Net GST liability   1,400 

 
(ii) Net GST liability in case of input tax credit not availed: 

Particulars  Value `  28% IGST `  Remarks 

Output supply  15,000 
  

Less: purchase price  12,800   ITC will form part of cost. 

Difference known as margin  2,200  616  Charge GST on the margin or profit earned on the goods (` 2,200 x 28%) 

 

Purchase value of supply of goods repossessed from a defaulting borrower 

 
  
Q68:- – 

Transaction value of goods (Television)  sold on 01/04/18 Rs 1 lac 

Goods sold at 20 monthly installment  

Buyer defaulted after paying 8 installment 

Goods repossessed by seller on 06.12.18 

Goods subsequently sold on 10.01.19 

Determine Purchase value of Goods repossessed   [Additional Que] 
Answer 

Purchase price of Television Rs 1 lac 

Date of purchase of Television 01.04.18 

Date of sale of Repossessed Television 10.01.19 

Number of Quarter 4 Quarter 

Purchase value of Goods repossessed = Rs 1 lac – 5% × 4 × Rs 1 lac = Rs 80,000 
 
 
Q69:- Mr. C has taken a loan from the bank on 15th July 20XX worth ` 2 crore and purchased a machine. Subsequently Mr. C defaulted in paying 
the loan amount along with interest. At late date bank repossessed the machine from Mr. C on 1st Jan 20XX. The banker sells the said goods on 
26th April 20XX. Find the value of taxable supply of goods in the hands of banker in the following two independent cases:  
Case 1: machine sold for ` 1,90,00,000.  
Case 2: machine sold for ` 1,50,00,000.  
Note: Applicable rate of IGST 18%.  
 
Answer:  
Determination of purchase value: 
Particulars  Value in `  Working note 

Purchase value of the banker  2,00,00,000  Purchase value for the lending company will be the purchase price of the 
defaulter. 

Less: 5% per quarter for 4 quarters  (40,00,000)  From 15th july  to 26th April = 4 quarers 
Purchase value at the time of disposal by the 
bank 1,60,00,000 
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Value of taxable supply in the hands of banking company: 
Particulars  Case 1  Case 2  Remarks 
Sale price  1,90,00,000  1,50,00,000 

 
Less: purchase price  (1,60,00,000)  (1,60,00,000)  In case the sale price is below ` 1,60,00,000, banker will not be liable to pay GST as 

value is nil. 
Taxable value or 
Margin  30,00,000  Nil 

 
IGST 18%  5,40,000  Nil  ` 30 lacs x 18% 
 

 

Redeemable voucher/coupons/stamp (other than postage stamp) [Rule 32(6) of the CGST Rules, 2017]: 

 

Q70. Easy Coupons Ltd. sells coupons that are redeemable against specified luxury food products at retail outlets. Each coupon has a face 

value of ` 900 but is redeemable for supplies worth ` 1000.  

What is the value of supply of such coupon under GST laws? [ICAI Study Mat.] 
Answer: 
In terms of rule 32(6) of the CGST Rules relating to valuation, the value of a coupon is the money value of the goods redeemable against it. 

Therefore, though the coupon is sold for ` 900, its value is ` 1000.  

  
 

RULE 33. Value of supply of services in case of pure agent 

  

Q76. Rolly Polly Manufacturers Ltd., registered in Mumbai (Maharashtra), is a manufacturer of footwear. It imports a footwear 
making machine from USA. Rolly Polly Manufacturers Ltd. enters into a contract with Rudra Logistics, a licensed customs broker 
with its office at Ahmedabad (Gujarat), to meet all the legal formalities in getting the said machine cleared from the customs station. 
 
Apart from this, Rolly Polly Manufacturers Ltd. authorises Rudra Logistics to incur, on its behalf, the expenses in relation to 
clearance of the imported machine from the customs station and bringing the same to the warehouse of Rolly Polly Manufacturers 
Ltd. which shall be reimbursed by Rolly Polly Manufacturers Ltd. to Rudra Logistics on the actual basis in addition to agency 
charges. 
VALUE OF SUPPLY 
Rudra Logistics raised an invoice in July, 20XX as follows: 
 
 
 

S.No.  Particulars  
Amount 
 

(i)  Agency charges  5,00,000 

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

(iii)  
Charges for transport of machine from Kandla 
port, Gujarat to its Rudra Logistics‘ go down in 
Ahmedabad, Gujarat 

25,000 

(iv)  

Charges for transport of machine from Rudra 
Logistics‘ Ahmedabad go down to the 
warehouse of Rolly Polly Export Import House 
in Mumbai, Maharashtra 

28,000 

(v)  
Prepared and submitted of Bill of Entry and 
paid customs duty 

5,00,000 

(vi)  Dock dues paid  50,000 

(vii)  Port charges paid  50,000 

(viii)  Hotel expenses  45,000 

(ix)  Travelling expenses  50,000 

(x)  Telephone expenses  2,000 



CA Manoj Batra     107 
 
 
Compute the value of supply made by Rudra Logistics with the help of given information. Would your answer be different if Rudra 
Logistics has charged Rs. 13, 00,000 as a lump sum consideration for getting the imported machine cleared from the customs 
station and bringing the same to the warehouse of Rolly Polly Manufacturers Ltd.?  (Question for Practice) (Mock Test Mar 19) (RTP 
May 2020) 
Answer: 
as per explanation to rule 33 of the CGST Rules, 2017, a ―pure agent‖ means a person who- 
 

(a) Enters into a contractual agreement with the recipient of supply to act as his pure agent to incur expenditure or costs in the course 
of supply of goods or services or both; 

(b) neither intends to hold nor holds any title to the goods or services or both so procured or supplied as pure agent of the recipient of 
supply; 

(c) does not use for his own interest such goods or services so procured; and 
(d) Receives only the actual amount incurred to procure such goods or services in addition to the amount received for supply he 

provides on his own account. 
 
The supplier needs to fulfil all the above conditions in order to qualify as a pure agent. 
In the given case, Rudra Logistics has entered into a contractual agreement with recipient of supply, Rolly Polly Manufacturers Ltd., to 
incur, on behalf of such recipient, the expenses mentioned in S.No. (ii) to (vii) incurred in relation to clearance of the imported machine 
from the customs station and bringing the same to the warehouse of the recipient. Further, Rudra Logistics does not hold any title to said 
services and does not them use for his own interest.  
 
Lastly, Rudra Logistics receives only the actual amount incurred to procure such services in addition to agency charges. Thus, Rudra 
Logistics qualifies as a pure agent. 
 
Further, rule 33 of the CGST Rules, 2017 stipulates that notwithstanding anything contained in the provisions of Chapter IV – 
Determination of Value of supply, the expenditure or costs incurred by a supplier as a pure agent of the recipient of supply shall be 
excluded from the value of supply, if all the following conditions are satisfied, namely- 
 
(I) The supplier acts as a pure agent of the recipient of the supply, when he makes the payment to the third party on authorisation by 
such recipient; 
(II) The payment made by the pure agent on behalf of the recipient of supply has been separately indicated in the invoice issued by the 
pure agent to the recipient of service; and 
(III) The supplies procured by the pure agent from the third party as a pure agent of the recipient of supply are in addition to the services 
he supplies on his own account. 

OF SUPPLY 
Since conditions (I) to (III) mentioned above are satisfied in the given case, expenses (ii) to (vii) incurred by Rudra Logistics as a pure agent 
of Rolly Polly Manufacturers Ltd. shall be excluded from the value of supply. 
 
Accordingly, value of supply made by Rudra Logistics is as follows: 
 

Particulars  Amount 

Agency charges  5,00,000 

Add: Unloading of machine at Kandla port, Gujarat  Nil 

Add: Charges for transport of machine from Kandla port, 
Gujarat to its Rudra Logistics‘ godown in Ahmedabad, 
Gujarat 

Nil 

Add: Charges for transport of machine from Rudra 
Logistics‘ Ahmedabad godown to the warehouse of Rolly 
Polly Export Import House in Mumbai, Maharashtra 

Nil 

Add: Customs duty  Nil 

Add: Dock charges  Nil 

Add: Port charges  Nil 

Add: Hotel expenses  45,000 

Add: Travelling expenses  50,000 

Add: Telephone expenses  2,000 

Value of supply  5,97,000 

 



CA Manoj Batra     108 
 
Yes, our answer would be different. If lump sum amount of Rs. 13,00,000 is paid then the value of supply shall be Rs. 13,00,000 and tax shall 
be charged on value of supply since individual cost are not given. 
However, if Rudra Logistics charges Rs. 13,00,000 as a lump sum consideration for getting the imported machine cleared from the 
customs station and bringing the same  to the warehouse of Rolly Polly Manufacturers Ltd., Rudra Logistics would incur expenses 
(ii) to (vii) for its own interest (as the agreement requires it to get the imported machine  cleared from the customs station and bring the 
same to the  Rolly Polly Manufacturers Ltd.‘s warehouse). Thus, Rudra Logistics would not be considered as a pure agent of Rolly 
Polly Manufacturers Ltd.. for said services. 
Consequently, in that case, value of supply will be Rs. 13,00,000 in terms of section 15  of the CGST Act, 2017 

 

Que : Taxability on PSF & UDF 

Passenger Service 
Fee (PSF) 

 Rule 88 - airport licensee may collect PSF from embarking passengers 

User Development 
Fee (UDF) 

 Rule 89 - licensee may levy and collect, at a major airport, the User Development Fee 
section 2(n) of Airports Economic Regulatory Authority of India Act, 2008, that the authority 
which manages the airport is eligible to levy and charge UDF from the embarking 
passengers at any airport. 

     

PSF and UDF charged by airport operators 

     

are consideration for 
providing services 
to passengers. 
= liable to GST 

 collected by the airlines as an agent and is not a consideration 
for any service provided by the airlines 
= NOT liable to GST on PSF/UDF. 
IF airline satisfies conditions OF pure agent under Rule 33 of the 
CGST Rules 

 the licensee, that is the 
airport operator (AAI, 
DIAL, MIAL etc) which is 
liable to pay GST on UDF 
and PSF. 

     
  Condition of Rule 33 

(i) Airline should separately indicate actual amount of PSF 
and UDF and GST payable on such PSF and UDF by the 
airport licensee, in the invoice issued by airlines to its 
passengers.  

(ii) The airline would only recover the actual PSF, UDF and 
GST thereon 

  

     
Note - The registered passengers, may take ITC of GST paid on PSF and UDF on the basis of pure 
agent‘s invoice issued by the airline to them 
Note - The collection charges paid by airport operator to airlines are a consideration for the services provided by the 
airlines to the airport operator (AAI, DAIL, MAIL etc) and airlines shall be liable to pay GST on the same under forward 
charge. ITC of the same will be available with the airport operator. 
The airline shall not take ITC of GST payable or paid on PSF and UDF. 
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CHAPTER 7 –  
REGISTRATION 

 

(CA Final July 21):  Question 4 (a) 
In the month of April 2020, Z started supply of goods in his proprietary firm and also set up a one-man company named Z Ltd. He 
needs your assistance to work out his aggregate turnover for the purpose of GST registration. The turnover details up to the month of 
July, 2020 are as under:  

S.No.  Particulars of supplies  Amount (` in lakh)  

i.  Supplies of taxable goods of his firm  31.50  

ii.  Supplies of taxable goods to a 100% EOU of his firm  1.50  

iii  Exports of taxable goods of his firm  2.60  

iv.  Exempt supplies of his firm  2.40  

v.  Supplies of non-taxable goods of his firm  3.00  

vi.  Supplies of taxable goods by the one-man company set 
up in his name  

2.70  

vii.  Value of supplies on which Z is liable to pay tax under 
reverse charge mechanism (RCM)  

0.80  

 Note: All his supplies are intra-State except export.  (5 Marks)  
Answer   

Computation of aggregate turnover of proprietary firm of Z  

Particulars  ` (in lakh)6  

Supplies of taxable goods   
[Taxable supplies are included in aggregate turnover.]  

31.50  

Supplies of taxable goods to a 100% EOU   
[Deemed exports being taxable supplies are included in aggregate turnover.]  

1.50  

Exports of taxable goods   
[Included in aggregate turnover.]  

2.60  

Exempt supplies   
[Included in aggregate turnover.]  

2.40  

Supplies of non-taxable goods   
[Exempt supplies are included in aggregate turnover.  Exempt supplies include non-taxable supplies also.]  

3.00  

Supplies of taxable goods by one-man company set up in Z‘s name  [Not included as one person company is a 
separate entity with separate PAN.]  

-  

Value of supplies on which Z is liable to pay tax under RCM   
[Value of inward supplies on which tax is payable on reverse charge basis are excluded from the aggregate 
turnover.]  

-   

Aggregate turnover of proprietorship firm of Z  41.00  

Computation of aggregate turnover of Z Ltd. - one man company of Z  

Supplies of taxable goods by one-man company set up in Z‘s name   
[Taxable supplies are included in aggregate turnover.]  

2.70  

Aggregate turnover of Z Ltd.  2.70  

                                                           
6
 It has been most logically assumed that the amounts given in the question are excluding GST wherever required.  
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(CA Final Nov 20):  Question 6(b) 
Decide with reason whether the registration is required under CGST Act, 2017 in the following independent cases:  

(i) A casual taxable person (CTP) has provided inter-State supply of notified products being textiles hand printing amounting to ₹ 19.25 
lakh during the month of January, 2020. Those products were made by craftsmen by both hand and machines equally. CTP had 
obtained PAN and generated e-way bill for supply.  

(ii) Mr. Bantu of Delhi doing trading business across India and his intra-State turnover details are as below,  

(1) Taxable supplies made from Delhi - ₹ 18 lakh.  

(2) Exempt supplies made from Andhra Pradesh - ₹ 10 lakh.   

(3) Both taxable and exempt supplies made from Tamilnadu - ₹ 5,00,000 and   
 ₹ 6,00,000 respectively.  (4 Marks)  

 
Answer   
(i) A casual taxable person (CTP) is liable to be registered compulsorily under GST irrespective of the threshold limit.    

However, CTPs making inter-State taxable supplies of notified products, when made by the craftsmen predominantly by hand even 
though some machinery may also be used in the process, have been exempted from obtaining registration if their aggregate turnover 
does not exceed ₹ 20 lakh [₹ 10 lakh for specified special category States].  

 Since, in the given case, the notified products were made by craftsmen by both hand and machines equally, they are not eligible for 
exemption and are required to obtain registration mandatorily.  

(ii) For a supplier exclusively engaged in intra-State supply of goods, the threshold limit of turnover to obtain registration in the States of Delhi, 
Andhra Pradesh and Tamil Nadu is ₹ 40 lakh.  Aggregate turnover includes value of all taxable and exempt supplies under same PAN.    

Thus, aggregate turnover of Mr. Bantu doing trading business across India7  
= ₹ (18 lakh +10 lakh + 5 lakh + 6 lakh) = ₹ 39 lakh.  
Therefore, Mr. Bantu is not liable for registration as his turnover does not exceed  ₹ 40 lakh.  

 

Que on 10/2019 
 
Q9. Mr. A is engaged in Supply of goods. Following are the Details 

Intra- state Taxable supply of goods 30 lac 

Intra- state Exempt supply of goods 8 lac 

Interest or discount on loan, advance, deposit 1 lac 

Answer the following question 
(i) Whether registration required 
(ii) What will be your answer, if he is engaged in inter-state supply of Taxable goods 
(iii) What will be your answer, if he is engaged in inter-state supply of Exempted goods 
(iv) What will be your answer, if he is making intra-state supply of ice cream, Pan masala or Tobacco 
(v) What will be your answer, if he is having Business place in Telangana 

Answer 
 Every supplier of goods and/ or services is required to obtain registration in the State/UT from where he makes the taxable supply if 
his aggregate turnover exceeds 10 Lakh for (Manipur, Mizoram, Nagaland, Tripura) / 20 lakh(for other states) during a FY. 
However, Notification No. 10/2019 CT dated 07.03.2019 exempts any person who is engaged in exclusive supply of goods and 
whose aggregate turnover in the financial year does not exceed ` 40 lakh, from registration requirement.  
Further, as per Explanation to section 22(1), a person shall be considered to be engaged exclusively in the supply of goods even if he is 
engaged in exempt supply of services provided by way of extending deposits, loans or advances in so far as the consideration is represented 
by way of interest or discount.] 

Exceptions to this exemption are as follows:  
(a) persons required to take compulsory registration under section 24 of the CGST Act.  
(b) persons engaged in making supplies of ice cream and other edible ice, whether or not containing cocoa [2105 00 00], Pan 

masala [2106 90 20] and all goods of Chapter 24, i.e. Tobacco and manufactured tobacco substitutes.  
(c) Persons engaged in making intra-State supplies in the States of Arunachal Pradesh, Uttarakhand, Meghalaya, Sikkim, 

Telangana, Puducherry and Special Category States as per section 22 [Nagaland, Mizoram, Manipur, Tripura]. Inter-State 
supplies of goods are nevertheless liable to compulsory registration and are already covered in exception (a) above.  

(d) Person who has opted for voluntary registration or such registered persons who intend to continue with their registration under 
the CGST Act. 

On the basis of above discussion, Registration requirement is as follows: 
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(i) In present case, Aggregate Turnover is Rs 39 lac, Hence he is not required to take registration. 
(ii) Since, he is making inter-state supply of Taxable goods, Registration is mandatory as per sec 24 
(iii) He can avail the exemption of Notification No. 10/2019. Hence he is not required to take registration. 
(iv) supplier of ice cream, Pan masala or Tobacco can‘t avail the exemption of Notification No. 10/2019. Hence he is required to 

take registration 
(v) A person having Business place in Telangana can‘t avail the exemption of Notification No. 10/2019. Hence he is required to 

take registration 
 

 
Q10. Determine whether registration is required in following cases:  
Supplier  engaged  Aggregate turnover 

Prithiviraj of Assam exclusively in supply of shoes  `22 lakh  

exclusively in supply of pan masala `22 lakh  

exclusively in supply of taxable services  `22 lakh  

in supply of both taxable goods and services `22 lakh  

Shivaji of Telangana exclusively in supply of toys  `22 lakh   

exclusively in supply of ice cream `22 lakh   

exclusively in supply of taxable services  `22 lakh   

in supply of both taxable goods and services `22 lakh   

Ashoka of Manipur or Mizoram or exclusively in supply of paper  ` 12 lakh   

 exclusively in supply of tobacco  ` 12 lakh   

Nagaland or Tripura  exclusively in supply of taxable services  ` 12 lakh   

in supply of both taxable goods and services ` 12 lakh   

 
Answer 
 
 
Supplier  engaged  Aggregate 

turnover 
Applicable threshold limit 
for registration 

Whether liable to obtain 
registration? 

Prithiviraj 
of Assam 

exclusively in supply of shoes  `22 lakh  `40 lakh No 
exclusively in supply of pan masala `22 lakh  `20 lakh  Yes  
exclusively in supply of taxable 
services  

`22 lakh  `20 lakh  Yes  

in supply of both taxable goods and 
services 

`22 lakh  `20 lakh  Yes  

Shivaji of 
Telangana 

exclusively in supply of toys  `22 lakh   `20 lakh  Yes  
exclusively in supply of ice cream `22 lakh   `20 lakh  Yes  
exclusively in supply of taxable 
services  

`22 lakh   `20 lakh  Yes  

in supply of both taxable goods and 
services 

`22 lakh   `20 lakh  Yes  

Ashoka of 
Manipur or 
Mizoram or 

exclusively in supply of paper  ` 12 lakh   `10 lakh  Yes  
 exclusively in supply of tobacco  ` 12 lakh   `10 lakh  Yes  

Nagaland 
or Tripura 

 exclusively in supply of taxable 
services  

` 12 lakh   `10 lakh  Yes  

in supply of both taxable goods and 
services 

` 12 lakh   `10 lakh  Yes  

 

Q18. Mr. X a dealer dealing with Intra State supply of goods and services has place of business in India furnished the following 
information in the financial year. 
1. Sale of taxable goods by Head Office located in Chennai for ` 1,00,000 
2. Supply of taxable services by Branch office at Bengaluru for ` 50,000 
3. Supply of goods exempted from GST ` 10,000 
4. Stock transfer of goods within same state to separately registered place of business for ` 2,00,000 
5. Sale of goods acting as agent on behalf of principal for ` 15,00,000 
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Answer: 
Statement showing aggregate turnover in a Financial Year 

Particulars  
Value in 
` 

Sale of taxable goods by Head Office located in Chennai  1,00,000 

Supply of taxable services by Branch office at Bengaluru  50,000 

Supply of goods exempted from GST  10,000 

Stock transfer of goods within same state to separately registered place of business 2,00,000 

Sale of goods acting as agent on behalf of principal  15,00,000 

Aggregate turnover  18,60,000 

Aggregate turnover does not exceeds ` 20 lakhs, But Mr. X is required to register under GST, since supply as agent on 
behalf of principal. Registration mandatory u/s 24.  

 
Question 3. A person is having following supplies, is he required to take registration or not. 

1. Nil rated supply (milk, eggs, natural honey) & Exempt Service  4,00,000 

2.Taxable intra-state supply at rate of 5%( cream)  2,00,000 

3. Supply made from the premises of registered jobworker  1,00,000 

4. Non Taxable supply ( Alcoholic Liquor)  14,00,000 

5. Intra- state supply of agriculture produce grown by labour of family member  5,00,000 

Answer.  
As per sec 22(1) read with Sec 2(6) Aggregate turnover, if Aggregate turnover exceed Rs 20 lakh registration is required under GST. 

1. Nil rated supply (milk, eggs, natural honey)  4,00,000 

2.Taxable intra-state supply at rate of 5%( cream)  2,00,000 

3. Supply made from the premises of registered jobworker  1,00,000 

4. Non Taxable supply ( Alcoholic Liquor)  14,00,000 

5. Intra- state supply of agriculture produce grown by labour of family member  5,00,000 

Total  26,00,000 

Even though the taxable supply is Rs 2 lakh and rest is non-taxable or exempt supply, he is still liable to get registration. 

Notes 

1. Aggregate Turnover includes exempt, taxable, non-taxable supply. 

2. An agriculturist is not liable to take registration to the extent of supply of produce out of cultivation of land. 

3. Limit of 40 lac not available. Since supplying goods as well as services. 

 

Q19. Pure Oils, Delhi has started the supply of machine oils, services and high speed diesel in the month of April, 20XX. The 

following details have been furnished by it for the said month:- 

Sl. No.  Particulars  ` 

(i)  Supply of machine oils, services in Delhi  2,00,000 

(ii)  Supply of high speed diesel in Delhi  4,00,000 

(iii)  Supply made through Fortis Lubricants - an agent of Pure Oils in Delhi  1,75,000 

(iv)  Supply made by Pure Oils from its branch located in Punjab  1,80,000 

*excluding GST 

Determine whether Pure Oils is liable for registration.  

Will your answer change, if Pure Oils supplies machine oils amounting to `2,50,000 from its branch located in Manipur in addition to the 

above-mentioned supplies? (RTP May 2018)  

Answer  

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,  

However, if such taxable supplies are made from any of the specified special category States, namely, Manipur, Mizoram, Nagaland, Tripura, 

he shall be liable to be registered if his aggregate turnover in a financial year exceeds ` 10 lakh.  

As per NN 10/2019, if any person who is engaged in exclusive supply of goods and whose aggregate turnover in F.Y doesn‘t exceed Rs 40 

lakh is exempt from Registration subject to certain conditions. 
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However, in our question, Pure oils is supplying goods and services. Hence Limit of Rs 20 lac will be applicable. 

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‘.  

Section 9 of the CGST Act, 2017 provides that CGST is not leviable on five petroleum products i.e. petroleum crude, motor spirit (petrol), high 

speed diesel, natural gas and aviation turbine fuel. As per section 2(47) of the CGST Act, 2017, exempt supply includes non-taxable supply. 

Thus, supply of high speed diesel in Delhi, being a nontaxable supply, is an exempt supply and is, therefore, includible while computing the 

aggregate turnover.  

In the backdrop of the above-mentioned discussion, the aggregate turnover for the month of April, 20XX is computed as under:  

S. No.  Particulars  Amount  

(in `)  

(i)  Supply of machine oils in Delhi  2,00,000  

(ii)  Add: Supply of high speed diesel in Delhi  4,00,000  

(iii)  Add: Supply made through Fortis Lubricants - an agent of Pure Oils in Delhi  1,75,000  

(iv)  Add: Supply made by Pure Oils from its branch located in Punjab  1,80,000  

  Aggregate Turnover  9,55,000  

Since the aggregate turnover does not exceed `20 lakh, Pure Oils is not liable to be registered.  

If Pure Oils made supply of machine oils amounting to `2,50,000 from its branch in Manipur in addition to the above supply, then 

threshold limit of registration will be reduced to `10 lakh as Manipur is one of the specified Special Category States. 

Aggregate Turnover in that case would be `9,55,000 + `2,50,000 = `12,05,000. So, if Pure Oils supplies machine oils amounting to 

`2,50,000 from its branch in Manipur, then it is liable to be registered. 

Q20. Rishabh Enterprises – a sole proprietorship firm – started an air-conditioned restaurant in Virar, Maharashtra in the month of 
February wherein the customers are served cooked food as well as cold drinks/non-alcoholic beverages. In March, the firm opened 
a liquor shop in Raipur, Uttarakhand for trading of alcoholic liquor for human consumption. 
 
Determine whether Rishabh Enterprises is liable to be registered under GST law with the help of the following information: 

Particulars  February  March 

(`)*  (`)* 
 

Serving of cooked food and cold drinks/non alcoholic beverages in restaurant in Maharashtra 5,50,000  6,50,000 

Sale of alcoholic liquor for human consumption in Uttarakhand 5,00,000 
 

Interest received from banks on the fixed deposits 1,00,000  1,00,000 

Supply of packed food items from restaurant in Maharashtra 1,50,000  2,00,000 

 
* excluding GST 
You are required to provide reasons for treatment of various items given above. (Question for Practice) RTP May 18)/Mock Test 
April 18 
Answer: 
As per section 22 of the CGST Act, 2017 read with Notification No. 10/2019 CT dated 07.03.2019, a supplier is liable to be registered in the 
State/ Union territory from where he makes a taxable supply of goods and/or services, if his aggregate turnover in a financial year exceeds 
the threshold limit. The threshold limit for a person making exclusive intra-State taxable supplies of goods is as under:- 

(i) 10 lakh for the States of Mizoram, Tripura, Manipur and Nagaland.  
(ii) 20 lakh for the States of States of Arunachal Pradesh, Meghalaya, Puducherry, Sikkim, Telangana and Uttarakhand. 
(iii)  40 lakh for rest of India.  

 
The threshold limit for a person making exclusive taxable supply of services or supply of both goods and services is as under:- 

(i)    10 lakh for the States of Mizoram, Tripura, Manipur and Nagaland. 
(ii)    20 lakh for the rest of India. 

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



CA Manoj Batra     114 
 

(i) all taxable supplies, 
(ii) all exempt, 
(iii) exports of goods and / or service 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 given question, since Rishabh Enterprises is engaged in making taxable supplies of gods and services from Maharashtra and 
Uttarakhand, the threshold limit for obtaining registration is Rs. 20 lakh. In the light of the afore-mentioned provisions, the aggregate turnover 
of Rishabh Enterprises is computed as under: 
 
Computation of aggregate turnover of Rishabh Enterprises: 

Particulars  
Turnover of 
February (`) 

Cumulative turnover of February & 
March (`) 

Serving of cooked food and cold drinks/non  alcoholic beverages in 
restaurant in Maharashtra 

5,50,000  12,00,000 [` 5,50,000 + ` 6,50,000] 

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

5,00,000 

Add: Interest received from banks on the Fixed Deposits [Note-2] 1,00,000  2,00,000 [` 1,00,000 + ` 1,00,000] 

Add: Supply of packed food items from restaurant in Maharashtra 1,50,000  3,50,000 [` 1,50,000 + ` 2,00,000] 

Aggregate Turnover  8,00,000  22,50,000 

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.  
 
Rishabh Enterprises was not liable to be registered in the month of February since its aggregate turnover did not exceed ` 20 lakh in that 
month. However, since its aggregate turnover exceeds ` 20 lakh in the month of March, it should apply for registration within 30 days from the 
date on which it becomes liable to registration. 
Further, he is not liable to be registered in Uttarakhand since he is not making any taxable supply from Uttarakhand. 
 
Q21. with the help of the following information in the case of M/s Jayant Enterprises, Jaipur (Rajasthan) for the financial year, 
determine the aggregate turnover for the purpose of registration under the CGST Act, 2017. 
 

Sl. No. Particulars  
Amount 
(`) 

(i)  Sale of diesel on which Sale Tax (VAT) is levied by Rajasthan Government. 1,00,000 

(ii)  Supply of goods, after completion of job work, from the place of Jayant Enterprises directly by principal. 3,00,000 

(iii)  Export supply to England (U.K.)  5,00,000 

(iv)  Supply to its own additional place of business in Rajasthan. 5,00,000 

(v)  Outward supply of services on which GST is to be paid by recipient under reverse charge. 1,00,000 

 
All the above amounts are excluding GST. 
 
You are required to provide reasons for treatment of various items given above.   (Question for Practice)/ May 18 
 
Answer: 
Computation of aggregate turnover of M/s Jayant Enterprises for the FY 
 

Particulars  
 

Supply of diesel on which Sales Tax (VAT) is levied by Rajasthan Government [Note-1] 1,00,000 

Supply of goods, after the completion of job work, from the place of Jayant Enterprises, directly by the principal [Note-2] Nil 
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Export supply to England [Note-3]  5,00,000 

Supply to its own additional place of business in Rajasthan2 [Note-4] Nil 

Outward supply of services on which GST is to be paid by recipient under reverse charge [Note-5] 1,00,000 

Aggregate turnover  7,00,000 

 
Notes:- 
1.  As per section 2(47) of the CGST Act, 2017, exempt supply includes non-taxable supply. Thus, supply of diesel, being a non-taxable 

supply, is an exempt supply and exempt supply is specifically includible in aggregate turnover in terms of section 2(6) of the CGST Act, 
2017. 

 
2The above solution has been worked out on the assumption that supply to another place of business is without 
consideration (as per general business practices). 
2. Supply of goods after completion of job work by a registered job worker shall be treated as the supply of goods by the principal in terms 

of explanation (ii) to section 22 of the CGST Act, 2017. 
3. Export supplies are specifically includible in the aggregate turnover in terms of section 2(6) of the CGST Act, 2017. 
4. Supply made without consideration to units within the same State (under same registration) is a not a supply and hence not includible in 

aggregate turnover. 
5. Outward supplies taxable under reverse charge would be part of the ―aggregate turnover‖ of the supplier of such supplies. Such turnover 

is not included as turnover in the hands of recipient. 
 
 
As per section 22 of the CGST Act, 2017 read with Notification No. 10/2019 CT dated 07.03.2019, a supplier is liable to be registered in the 
State/ Union territory from where he makes a taxable supply of goods and/or services, if his aggregate turnover in a financial year exceeds 
the threshold limit. The threshold limit for a person making exclusive intra-State taxable supplies of goods is as under:- 
 

(i) 10 lakh for the States of Mizoram, Tripura, Manipur and Nagaland 
(ii) 20 lakh for the States of States of Arunachal Pradesh, Meghalaya, Puducherry, Sikkim, Telangana and Uttarakhand. 
(iii) ` 40 lakh for rest of India. 

 
The threshold limit for a person making exclusive taxable supply of services or supply of both goods and services is as under:- 
 
(i)  10 lakh for the States of Mizoram, Tripura, Manipur and Nagaland. 
(ii)  20 lakh for the rest of India. 
 
The applicable turnover limit for registration, in the given case, will be ` 20 lakh as Rajasthan is not a Special Category State and M/s. Jayant 
Enterprises is engaged in supply of goods and services. Although, the aggregate turnover of M/s Jayant Enterprises does not exceed ` 20 
lakh, it is compulsorily required to register in terms of section 24(i) of the CGST Act, 2017 irrespective of the turnover limit as it is engaged in 
making inter-State supplies in the form of exports to England. 
 
Q22. Rajesh Dynamics, having its head office in Chennai, Tamil Nadu carries on the following activities with respective turnovers in 
a financial year: 

 Rs 

Supply of petrol at Chennai, Tamil Nadu  18,00,000 

Value of inward supplies on which tax is payable on reverse charge basis  9,00,000 

Supply of transformer oil at Chennai, Tamil Nadu  2,00,000 

Value of branch transfer from Chennai, Tamil Nadu to 
Bengaluru, Karnataka without payment of consideration  

1,50,000 

Value of taxable supplies at Manipur branch  11,50,000 

 
It argues that it does not have taxable turnover crossing threshold limit of `40, 00,000 either at Chennai, Tamil Nadu or Bengaluru, 
Karnataka and including turnover at Manipur branch. It believes that the determination of aggregate turnover is not required for the 
purpose of obtaining registration, but is required for determining composition levy. 
 
Decide based on the above facts: 
(i) The aggregate turnover of Rajesh Dynamics. 
(ii) All conditions that fulfil the requirements for registration under CGST Act, 2017 in the given circumstances 
 (Question for Practice)/ Nov 18 
Answer: 

Computation of aggregate turnover of Rajesh Dynamics: 
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Particulars  

 
Supply of petrol at Chennai, Tamil Nadu [Being a non-taxable supply, it is an exempt supply and thus, includible in aggregate 
turnover vide section 2(6) of CGST Act, 2017] 

18,00,000 

Value of inward supplies on which tax is payable on reverse charge basis Nil 

Supply of transformer oil at Chennai, Tamil Nadu  2,00,000 

Value of branch transfer from Chennai, Tamil Nadu to Bengaluru, Karnataka without payment of consideration [Being a taxable 
supply, it is includible in aggregate turnover] 

1,50,000 

Value of taxable supplies of Manipur Branch  11,50,000 

Aggregate turnover  33,00,000 

GISTRATION 
Rajesh Dynamics is not liable to be registered in Chennai, Tamil Nadu, if his aggregate turnover in a financial year does not exceeds ` 40 

lakh. However, since Rajesh Dynamics also makes supplies from Manipur, a specified Special Category State, the threshold exemption gets 

reduced to ` 10 lakh in terms of section 22(1) of CGST Act, 2017 [Notification No.10/2019-CT dated. 07.03.2019]. 

Rajesh Dynamics‘ argument that it is not liable to registration since the threshold exemption of ` 40 lakh is not being crossed either at 

Chennai, Tamil Nadu, Bengaluru, Karnataka or Manipur is not correct as firstly, the aggregate turnover to be considered in its case is ` 10 

lakh and not ` 40 lakh and secondly, the same is computed on all India basis and not State wise.  

Further, Rajesh Dynamics is also wrong in believing that aggregate turnover is computed only for the purpose of determining the eligibility 

limit for composition levy since the aggregate turnover is required for determining the eligibility for both registration and composition levy. 

 

Further, Rajesh Dynamics is compulsorily required to register under section 24 of the CGST Act, 2017 irrespective of the turnover limit as it is 

liable to pay tax on inward supplies under reverse charge and it also makes inter-State taxable supply. 

 

 

Q23. Mahadev Enterprises, a sole proprietorship firm, opened a shopping complex dealing in supply of goods at multiple locations, 
i.e. in Himachal Pradesh, Uttarakhand and Tripura in the month of June. 
It has furnished the following details relating to the supply made at such multiple locations for the month of June:- 
 

Particulars  Himachal Pradesh Uttarakhand Tripura 

 (`)*  (`)*  (`)* 

Intra-State supply of taxable goods 22,50,000  -  7,00,000 

Intra-State supply of exempted goods -  -  6,00,000 

Interest received from banks on the fixed deposits -  -  60,000 

Intra-State supply of non taxable goods -  21,00,000  40,000 

 
* excluding GST 
 
With the help of the above mentioned information, answer the following questions giving reasons:- 
(1) Determine whether Mahadev Enterprises is liable to be registered under GST law and what is the threshold limit of taking 

registration in this case. 
(2) Explain with reasons whether your answer in (1) will change in the following independent cases: 

(a) If Mahadev Enterprises is dealing in taxable supply of goods only from Himachal Pradesh; 
(b) If Mahadev Enterprises is dealing in taxable supply of goods and services only from Himachal Pradesh; 
(c) If Mahadev Enterprises is dealing in taxable supply of goods only from Himachal Pradesh and has also effected inter-State 

supplies of taxable goods amounting to 4,00,000.  (Question for Practice)/RTP Nov 19 
 
Answer: 
As per section 22 of the CGST Act, 2017 read with Notification No. 10/2019 CT dated 07.03.2019, a supplier is liable to be registered in the 
State/ Union territory from where he makes a taxable supply of goods and/or services, if his aggregate turnover in a financial year exceeds 
the threshold limit. The threshold limit for a person making exclusive intra-State taxable supplies of goods is as under:- 

(i) 10 lakh for the States of Mizoram, Tripura, Manipur and Nagaland. 
(ii) 20 lakh for the States of States of Arunachal Pradesh, Meghalaya, Puducherry, Sikkim, Telangana and Uttarakhand. 
(iii)  40 lakh for rest of India. 
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The threshold limit for a person making exclusive taxable supply of services or supply of both goods and services is as under:- 

(i)  10 lakh for the States of Mizoram, Tripura, Manipur and Nagaland. 
(ii)  20 lakh for the rest of India. 
 
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. 
 
In the light of the afore-mentioned provisions, the aggregate turnover of Mahadev Enterprises is computed as under: 
Computation of State-wise aggregate turnover of Mahadev Enterprises 

Particulars  Himachal Pradesh Uttarakhand  Tripura 

(`)*  (`)*  (`)* 
 

Intra-State supply of taxable goods  22,50,000  -  7,00,000 

Intra-State supply of exempted goods -  -  6,00,000 

Interest received from banks on the fixed deposits [Note-1] -  -  60,000 

Intra-State supply of non-taxable goods [Note-2] -  21,00,000  40,000 

Aggregate Turnover  22,50,000  21,00,000  14,00,000 

 
Notes: 
 
1. 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. Since aggregate turnover 
includes exempt supply, interest received from banks on the fixed deposits, being exempt supply, is included in the aggregate turnover. 
 
2. As per section 2(47) of the CGST Act, 2017, exempt supply includes non-taxable supply. Thus, intra-State supply of non-taxable goods in 
Uttarakhand, being a non-taxable supply, is an exempt supply and is, therefore, included in the aggregate turnover.  
In the given case, Mahadev Enterprises is engaged in exclusive intra-State supply of goods from Himachal Pradesh and Uttarakhand and in 
supply of both goods and exempted services from Tripura, the threshold limit for registration will be ` 40 lakh, ` 20 lakh and ` 10 lakh 
respectively.  
Further, since Mahadev Enterprises also makes taxable supply of goods from one of the specified Special Category States (i.e. Tripura), the 
threshold limit for registration will be reduced to ` 10 lakh. 
 
(1) Thus, in view of the above-mentioned provisions, Mahadev Enterprises is liable to be registered under GST law with the aggregate 
turnover amounting to ` 57,50,000 (computed on all India basis). The applicable threshold limit of registration in this case is 10 lakh. Further, 
he is not liable to be registered in Uttarakhand since he is not making any taxable supply from Uttarakhand. 
 
(2)  (a) If Mahadev Enterprises is dealing in supply of goods only from Himachal Pradesh, the applicable threshold limit of registration would 
be ` 40 lakh. Thus, Mahadev Enterprises will not be liable for registration as its aggregate turnover would be ` 22, 50,000. 
(b) If Mahadev Enterprises is dealing in taxable supply of goods and services only from Himachal Pradesh then higher 
threshold limit of ` 40 lakh will not be applicable as the same applies only in case of exclusive supply of goods. Therefore, in this case, the 
applicable threshold limit will be ` 20 lakh and hence, Mahadev Enterprises will be liable to registration. 
(c) In case of inter-State supplies of taxable goods, section 24 of the CGST Act, 2017 requires compulsory registration irrespective of the 
quantum of aggregate turnover. Thus, Mahadev Enterprises will be liable to registration.  
 

Q26. State which of the following suppliers are liable to be registered: 
(a)  Agent supplying goods on behalf of some other taxable person and its aggregate turnover does not exceed the applicable threshold 
limit during the financial year.  
(b) An agriculturist who is only engaged in supply of produce out of cultivation of land and its aggregate turnover does not exceed the 
applicable threshold limit during the financial year. [ICAI Study Mat.] 
 
Answer: 
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 (a) Section 22 stipulates that every supplier becomes liable to registration if his turnover exceeds the applicable threshold limit in a financial 
year. However, as per section 24, a person supplying goods/services or both on behalf of other taxable persons whether as an agent or not is 
liable to be compulsorily registered even if its aggregate turnover does not exceed the applicable threshold limit during the financial year.  
(b) As per section 23, an agriculturist who is only engaged in supply of produce out of cultivation of land is not required to obtain registration.  
 
 

Section 24 – Compulsory registration in certain cases. 
 

Que 36- Kaushal Industries (P) Ltd. is an unregistered person having Head Office in Delhi. It has started supplying GOODS through e-commerce 

operator all over India. The turnover achieved by its two business verticals during financial year 2019-20 is as follows: 

Turnover from first business vertical located in Delhi: Rs. 10,50,000. 

Turnover from second business vertical located in Assam: Rs. 8,00,000. 

As a GST consultant of Kaushal Industries (P) Ltd., you are required to guide Mr. Kaushal, Director of Kaushal Industries (P) Ltd. as to which 

business vertical is liable to be registered under GST? 

(a) Delhi 

(b) Assam 

(c) Both 

(d) Registration not required 

Answer 

As per Sec 24 of CGST Act 2017 Person shall be required to be registered under this Act compulsorily ,–– If supply goods, through electronic 

commerce operator who is required to collect tax at source under section 52, irrespective of his turnover. 

Hence Kaushal Industries (P) Ltd is liable to take Registration in Delhi as well as Assam 

 

Q37. Kaushal Industries (P) Ltd. is an unregistered person having Head Office in Delhi. It has started supplying SERVICES through e-commerce 

operator all over India. The turnover achieved by its two business verticals during financial year 2018-19 is as follows: 

Turnover from first business vertical located in Delhi: Rs. 8,50,000. 

Turnover from second business vertical located in Assam: Rs. 4,00,000. 

As a GST consultant of Kaushal Industries (P) Ltd., you are required to guide Mr. Kaushal, Director of Kaushal Industries (P) Ltd. as to which 

business vertical is liable to be registered under GST? 

(a) Delhi 

(b) Assam 

(c) Both 

(d) Registration not required 

Ans - Since one of the unit is in Assam. Hence Aggregate Turnover of Rs 20 lakh checked. Since Aggregate Turnover is 12,50,000. No 

need to take registration 

Correct option is (d) 

Section 25 – Procedure for registration. 
 

Q42. Pari & Sons is an unregistered dealer. On 10th August, 20XX aggregate turnover of Pari & Sons exceeded ` 20, 00,000. The 
firm applied for registration on 27th August, 20XX and was granted the registration certificate on 1st September, 20XX. 
 
Under CGST Rules, 2017, you are required to advise Pari & Sons as to what is the effective date of registration in its case. It has 
also sought your advice regarding period for issuance of revised tax invoices.   (Question for Practice) 
 
Answer: 
Section 22(1) of the CGST Act, 2017 provides that every supplier is liable to be registered under this Act in the State or Union territory, other 
than special category States, from where he makes a taxable supply of goods or services or both, if his aggregate turnover in a financial year 
exceeds the threshold limit. 
 
 
Section 25(1) of the CGST Act, 2017 provides that a supplier whose aggregate turnover in a financial year exceeds the threshold limit in a 
State/UT is liable to apply for registration within 30 days from the date of becoming liable to registration (i.e., the date of crossing the 
threshold limit). 
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Where the application is submitted within the said period, the effective date of registration is the date on which the person becomes liable to 
registration vide rule 10(2) of the CGST Rules, 2017; otherwise it is the date of grant of registration in terms of rule 10(3) of the CGST Rules, 
2017. 
 
In the given case, since Pari & Sons have applied for registration on 27.08.20XX which is within 30 days from the date of becoming liable to 
registration (10.08.20XX), its effective date of registration is 10.08.20XX. 
 
Further, every registered person who has been granted registration with effect from a date earlier than the date of issuance of registration 
certificate to him, may issue revised tax invoices in respect of taxable supplies effected during this period within one month from the date of 
issuance of registration certificate [Section 31(3)(a) of the CGST Act, 2017 read with rule 53(2) of CGST Rules, 2017]. 
 
In view of the same, Pari & Sons may issue revised tax invoices against the invoices already issued during the period between effective date 
of registration (10.08.20XX) and the date of issuance of registration certificate (01.09.20XX), on or before 01.10.20XX. 
 
Q43. Determine the effective date of registration in following cases: 
(a)  The aggregate turnover of Dhampur Footwear Industries of Delhi has exceeded the applicable threshold limit of ` 40 lakh on 1st 
September. It submits the application for registration on 20th September. Registration certificate is granted to it on 25th September.  
(b) Mehta Teleservices is an architect in Lucknow. Its aggregate turnover exceeds ` 20 lakh on 25th October. It submits the application for 
registration on 27th November. Registration certificate is granted to it on 5th December. [ICAI Study Mat.] 
Answer: 
 (a) Every supplier becomes liable to registration if his turnover exceeds the applicable threshold limit [` 40 lakh in this case] in a finacial year 

[Section 22 read with Notification No. 10/2019 CT dated 07.03.2019]. Since in the given case, the turnover of Dhampur Industries exceeded ` 

40 lakh on 1st September, it becomes liable to registration on said date Further, since the application for registration has been submitted 

within 30 days from such date, the registration shall be effective from the date on which the person becomes liable to registration [Section 25 

read with rule 10 of the CGST Rules, 2017]. Therefore, the effective date of registration is 1st September.  

(b) Since in the given case, the turnover of Mehta Teleservices exceeds the applicable threshold limit [` 20 lakh] on 25th October, it becomes 

liable to registration on said date. Further, since the application for registration has been submitted after 30 days from the date such person 

becomes liable to registration, the registration shall be effective from the date of grant of registration. Therefore, the effective date of 

registration is 5th December.  

Q47. LMN Pvt. Ltd., Coimbatore exclusively manufactures and sells product ‗X‘ which is exempt from GST vide notifications issued 
under relevant GST legislations. The company sells ‗X‘ only within Tamil Nadu and is not registered under GST. The turnover of the 
company in the previous year was Rs. 45 lakh. The company expects the sales to grow by 30%. in the current year. The company 
purchased additional machinery for manufacturing ‗X‘ on 01.07.20XX. The purchase price of the capital goods was ` 30 lakh 
exclusive of GST @ 18%. 
 
However, effective from 01.11.20XX, exemption available on ‗X‘ was withdrawn by the Central Government and GST @ 12% was 
imposed thereon. The turnover of the company for the half year ended on 30.09.20XX was ` 45 lakh.  

(a) Examine the above scenario and advise LMN Pvt Ltd. whether it needs to get registered under GST. 
(b) If the answer to the above question is in affirmative, advise LMN Pvt. Ltd. whether it can avail input tax credit on the additional 

machinery purchased exclusively for manufacturing ―X‖?  (Question for Practice)/RTP Nov 19 
 

Answer: 
 (a) Section 22(1) of the CGST Act, 2017 read with Notification No. 10/2019 CT dated 07.03.2019 inter alia provides that every supplier who is 
exclusively engaged in intra-State supply of goods is liable to be registered under GST in the State/ Union territory from where he makes 
the taxable supply of goods only when aggregate turnover in a financial year exceeds ` 40, 00,000. 

 
However, the above provisions are not applicable to few specified States, i.e. States of Arunachal Pradesh, Manipur, Meghalaya, 
Mizoram, Nagaland, Puducherry, Sikkim, Telangana, Tripura, Uttarakhand. 
 
Further, a person exclusively engaged in the business of supplying goods and/or services that are not liable to tax or are wholly exempt 
from tax is not liable to registration in terms of section 23(1)(a) of CGST Act, 2017. 
 
In the given case, the turnover of the company for the half year ended on 30.09.20XX is ` 45 lakh which is more than the applicable 
threshold limit of ` 40 lakh. Therefore, as per above mentioned provisions, the company should be liable to registration. However, since 
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LMN Pvt. Ltd. supplied exempted goods till 31.10.20XX, it was not required to be registered till that day; though voluntary registration 
was allowed under section 25(3) of the CGST Act, 2017. 
However, the position will change from 01.11.20XX as the supply of goods become taxable from that day and the turnover of company is 
above ` 40 lakh. It is important to note here that in terms of section 2(6) of the CGST Act, 2017, the aggregate turnover limit of ` 40 lakh 
includes exempt turnover also. 
 
Therefore, turnover of ‗X‘ will be considered for determining the limit of ` 40 lakh even though the same was exempt from GST. 
Therefore, the company needs to register within 30 days from 01.11.20XX (the date on which it becomes liable to registration) in terms of 
section 25(1) of the CGST Act, 2017. 
 
(b) Section 18(1)(a) of the CGST Act, 2017 provides that a person who has applied for registration within 30 days from the date on which 
he becomes liable to registration and has been granted such registration shall be entitled to take credit of input tax in respect of inputs 
held in stock and inputs contained in semi-finished or finished goods held in stock on the day immediately preceding the date from which 
he becomes liable to pay tax under the provisions of this Act.  
 
Thus, LMN Pvt. Ltd. cannot avail credit for additional machinery purchased exclusively for manufacturing X as input tax credit of only 
inputs is allowed when a person gets registered for the first time. 
 
 
 

Q48. SNP Pvt. Ltd., Coimbatore exclusively manufactures and sells product ‗Z‘ which is exempt from GST vide notifications issued 
under relevant GST legislations. The company sells ‗Z‘ only within Tamil Nadu. The turnover of the company in the previous year 
was ` 55 lakh. The company expects the sales to grow by 20% in the current year. Owing to the growing demand for the product, 
the company decided to increase its production capacity and purchased additional machinery for manufacturing ‗Z‘ on 01.07.20XX. 
The purchase price of the capital goods was ` 20 lakh exclusive of GST @ 18%. 

 
However, effective from 01.11.20XX, exemption available on ‗Z‘ was withdrawn by the Central Government and GST @ 12% was 
imposed thereon. The turnover of the company for the half year ended on 30.09.20XX was ` 50 lakh. 
 
(a) The Board of Directors of SNP Pvt. Ltd. wants to know whether they have to register under GST? 

 
(b) In case in the above question, SNP Pvt. Ltd. is already registered with respect to certain taxable supplies being made by it 
along with manufacture of exempt product ‗Z‘, other facts remaining the same, can it take input tax credit on additional 
machinery purchased exclusively for manufacturing ‗Z‘? If yes, then how much credit can be availed? 

 
Advice SNP Pvt. Ltd. on the above issues with reference to the provisions of GST law. (Question for Practice)/ (RTP May 18) 
Answer: 
 (a) Section 22(1) of the CGST Act, 2017 read with Notification No. 10/2019 CT dated 07.03.2019 inter alia provides that every supplier who is 
exclusively engaged in intra-State supply of goods is liable to be registered under GST in the State/ Union territory from where he makes 
the taxable supply of goods only when aggregate turnover in a financial year exceeds ` 40,00,000. 
 
However, the above provisions are not applicable to few specified States, i.e. States of Arunachal Pradesh, Manipur, Meghalaya, Mizoram, 
Nagaland, Puducherry, Sikkim, Telangana, Tripura, Uttarakhand. 
 
However, a person exclusively engaged in the business of supplying goods and/or services that are not liable to tax or are wholly exempt 
from tax is not liable to registration in terms of section 23(1)(a) of CGST Act, 2017. 
 
In the given case, the turnover of the company for the half year ended on 30.09.20XX is ` 50 lakh which is more than the applicable threshold 
limit of ` 40 lakh. Therefore, as per section 22 of CGST Act 2017, the company will be liable to registration. However, since SNP Pvt. Ltd. 
supplied exempted goods till 31.10.20XX, it was not required to be registered till that day; though voluntary registration was allowed under 
section 25(3) of the CGST Act, 2017. 
 
However, the position will change from 01.11.20XX as the supply of goods become taxable from that day and the turnover of company is 
above ` 40 lakh. It is important to note here that in terms of section 2(6) of the CGST Act, 2017, the aggregate turnover limit of ` 40lakh 
includes exempt turnover also. 
 
Therefore, turnover of ‗Z‘ will be considered for determining the threshold limit even though the same was exempt from GST. Therefore, the 
company needs to register within 30 days from 01.11.20XX (the date on which it becomes liable to registration) in terms of section 25(1) of 
the CGST Act, 2017. 
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Further, the company cannot avail exemption of Rs. 40 lakh from 01.11.20XX as the GST law does not provide any threshold exemption from 
payment of tax but threshold exemption from obtaining registration (which in this case had been crossed). 
 
(b) Rule 43(1)(a) of the CGST Rules, 2017 disallows input tax credit on capital goods used or intended to be used exclusively for effecting 
exempt supplies. 
 
However, as per section 18(1)(d) of the CGST Act, 2017, where an exempt supply of goods and/or services by a registered person becomes 
a taxable supply, such person gets entitled to take credit of input tax in respect of inputs held in stock and inputs contained in semi-finished or 
finished goods held in stock relatable to such exempt supply and on capital goods exclusively used for such exempt supply on the day 
immediately preceding the date from which such supply becomes taxable. 
 
Rule 40(1)(a) of the CGST Rules, 2017 lays down that the credit on capital goods can be claimed after reducing the tax paid on such capital 
goods by 5% per quarter of a year or part thereof from the date of the invoice. Therefore, in the given case, SNP Pvt. Ltd. could not claim 
credit on machinery till the time the supply of product ‗Z‘ for which said machinery was being used was exempt. However, it can claim credit 
from 31.10.20XX - the day immediately preceding the date from which the supply of product ‗Z‘ became taxable (01.11.20XX). The credit will 
be available for the remaining useful life of the machinery and will be computed as follows: 
 
 
 

Date of purchase of machinery  01.07.20XX 

Date on which credit becomes eligible  31.10.20XX 

Number of quarters for which credit is to 
be reduced 

2 (including part of 
quarter) 

GST paid on machinery [` 20,00,000 x 
18%] 

` 3,60,000 

Credit to be reduced [` 3,60,000 x 5% x 2]  ` 36,000 

Amount of credit that can be taken 
[` 3,60,000 – ` 36,000] 

` 3,24,000 

 
 

Q55. Determine the requirement of tax collection at source in following cases 
(i) Mr. A of Delhi supply goods to Mr. P of Delhi for Rs 10000 + CGST – 600 + Delhi GST – 600 through ECO of Delhi 
(ii) Mr. A of Delhi supply goods to Mr. M of U.P for Rs 10000 + IGST – 1200 through ECO of Delhi 

Answer  
(i) ECO Collect TCS, CGST – 0.5% = 50, SGST – 0.5% = 50 
(ii) ECO Collect TCS, IGST – 1% = 100 

 
Q56. Mr. A of UP supply goods to Mr. B of U.P for Rs 10000 + CGST – 600 + UP GST – 600 through ECO of Delhi. 
State Whether ECO is required to take registration in state of U.P. ECO has Physical presence in Delhi and not in U.P. Also determine, 
whether any TCS is required to be collected. 
Answer  

ECO has to take registration in U.P  
ECO Collect TCS 
CGST – 0.5% = 50, SGST – 0.5% = 50 

Though ECO not having Physical presence in U.P  
 

Procedure – Application in REG 07 
Part A – Declare U.P State ( State Where Registration Required) 
Part B – Declare Delhi state (State where Principal Place of Business Located) 

 

 

Q 57. An E-commerce operator having office at Delhi. It has supplier listed on their e-commerce portal located at Delhi, Haryana, U.P, Chandigarh, 

Bihar, Punjab. An E-commerce operator is required to take registration in 

(a) Delhi only (b) Delhi, Haryana, U.P, Chandigarh, Bihar, Punjab, (c) None of the above 

Ans - (b) Delhi, Haryana, U.P, Chandigarh, Bihar, Punjab 

Q66. Mr. Neerav Kothari of Jaipur often participates in the jewellery exhibition at Trade Fair in Delhi, which is organised every year in the month of 
February. Mr. Neerav Kothari applied for registration in January. The proper officer demanded an advance deposit of tax in an amount equivalent to 
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the estimated tax liability of Mr. Neerav Kothari. You are required to examine whether any advance tax is to be paid by Mr. Neerav Kothari at the 
time of obtaining registration? 
Answer  

(i) Yes, advance tax is to be paid by Mr. Neerav Kothari at the time of obtaining registration.  
(ii) Since Mr. Neerav Kothari occasionally undertakes supply of goods in the course or furtherance of business in a State where he has no fixed 

place of business, thus he qualifies as casual taxable person in terms of section 2(20) of CGST Act, 2017.  
(iii) While a normal taxable person does not have to make any advance deposit of tax to obtain registration, a casual taxable person shall, at the 

time of submission of application for registration is required, in terms of section 27(2) read with proviso thereto, to make an advance deposit of 
tax in an amount equivalent to the estimated tax liability of such person for the period for which the registration is sought.  

(iv) If registration is to be extended beyond the initial period of 90 days, an advance additional amount of tax equivalent to the estimated tax liability 
is to be deposited for the period for which the extension beyond 90 days is being sought. 

 

Q67. Mr. Gold runs a retail shop for handmade jewellery and is registered in Chennai. Mr. Gold is planning to sell the jewellery at an 

exhibition in Mumbai, to be held from 1st January  

Estimated tax liability  10 lac 

Input tax credit 2 lac 

Determine the amount deposited as advance tax by casual taxable person Mr. Gold 

Answer  

CBIC clarified that amount of advance tax which a casual taxable person is required to deposit while obtaining registration should be 

calculated after considering the due eligible ITC which might be available to such taxable person. Hence advance tax to be deposited 

by Mr. Gold = 10 lac – 2 lac = 8 lac  

 

Q68. Mr. A of USA being technician came to India to assemble parts of machinery. He also imported goods worth `10,00,000 and paid 

following customs duties: (i) Basic customs duty is ` 1,00,000. (ii) SWS ` 10,000. (iii) Integrated Goods and Services Tax (IGST) of ` 

1,99,800. Mr. A has procured goods & services within India and paid GST of Rs 50,000. Further he has imported services on which 

GST paid under reverse charge is 20,000. In India Mr. A wants to register as non-resident taxable person and his estimated liability is ` 

2,50,000. How much Mr. A is liable to pay as advance tax? 

  

Ans. (b) 2,50,000 – 1,99,800 = 50,200 [ Non-resident Taxable Person is allowed credit of only imported Goods IGST) 

 

Q69. Mr. A runs a retail shop for handmade jewellery and is registered in Chennai. Mr. A is planning to sell the jewellery at an exhibition in 

Mumbai, to be held from 1st January, but the exhibition will run more than 180 days. Advice  Mr. A in this regard and advance tax to be 
paid if any 
Answer 
In case of long running exhibitions (for more than 180 days), the taxable person cannot be treated as a CTP and thus requires registration as a 
normal taxable person.  
While applying for normal registration, upload a copy of the allotment letter granting him permission to use the premises for the exhibition treated as 
a proof for his place of business. In that case, he would not be required to pay advance tax for registration. He can surrender such registration once 
the exhibition is over [Circular No. 71/45/2018]. 
 

Section 29 – Cancellation of registration. 
 

Q80. Whether a person whose registration is suspended, can make taxable supply during suspension of registration 
Answer 

Rule 21A provides that once a registered person has applied for cancellation of registration or the proper officer seeks to 

cancel his registration, his registration shall remain suspended during pendency of the proceedings relating to cancellation 
of registration filed. Such person shall not make any taxable supply during the period of suspension and shall not be required to 
file any return [Rule 21A(3)].  
An explanation has been inserted to this sub-rule (3) to rule 21A clarifying that the expression ―shall not make any taxable supply‖ 

shall mean that the registered person shall not issue a tax invoice and, accordingly, not charge tax on supplies made by him 
during the period of suspension.  
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Further, a new sub-rule (5) has been inserted in said rule to provide that where any order having the effect of revocation of 
suspension of registration has been passed, the provisions of section 31(3)(a) [revised tax invoices] and section 40 [first 
return] in respect of the supplies made during the period of suspension and the procedure specified therein shall apply. 
 

Q81. (CA Final RTP May 19) 

Which among the following cannot be a reason for cancellation of registration? 

(a) There is a change in the constitution of business from partnership firm to proprietorship. 

(b) The business has been discontinued. 

(c) A composition taxpayer has not furnished returns for three consecutive tax periods. 

(d) A registered person, other than composition taxpayer, has not furnished returns for three consecutive tax periods. 

Answer: (d) 

Q83. Can the proper Officer Cancel the Registration on his own?  

Ans. Yes, in certain circumstances specified under section 29(2) of the CGST Act, the proper officer can cancel the registration on his own. 

Such circumstances include:  

(i) a person who contravene provisions of the Act;  

(a) does not conduct any business from declared place of business, or  
(b) issues invoice/bill without supply of goods/services or both in violation of the provisions of this Act/ Rules  
(c) violates provisions of section 171 relating to anti-profeetering measure.  

(d) violates Rule 10A i.e not filed bank account details after obtaining registration, within 45 days from date of grant of registration or due date of 
furnishing return, whichever is earlier. 
―(e) avails input tax credit in violation of section 16 of the Act or the rules made thereunder; or 
(f)  If the outward supplies reported in Form GSTR-1 are in excess of the outward supplies reported in the GSTR-3B for the said tax period or  
(g) violates the provision of rule 86B. i.e Utilize ITC in excess of 99% of output tax liability). 

(ii) not filing return for a continuous period of six months (for a normal taxable person) or three returns (for Composition taxable 

person);  

(iii) registration has been obtained by means of fraud, willful mis-statement or suppression of facts and  

(iv) not commencing business within six months from the date of registration (in case of voluntary registration).  

However, before cancelling the registration, the proper officer shall give reasonable opportunity of being heard. (Section 29 (2)).  

However, further that during pendency of the proceedings relating to cancellation of registration, the proper officer may suspend the 

registration for such period and in such manner as may be prescribed. 

 
  
NOV 19 
Q84. Dharma Dutta has taken voluntary registration and has not opted for the composition scheme of levy. He is aggrieved by the 
cancellation of his registration under GST, although he is filing Nil returns, as he has not conducted any business for the past 8 months. He 
wants to know the circumstances under which the proper officer can cancel registration on his own. (4 Marks)  
Answer: 
GST registration may be cancelled suo motu by GST Officer if the registered person: -  
(i) does not conduct any business from the place of business  
(ii) violates the anti-profiteering provisions  
(iii) issues invoice/bill without supply of goods / services  
(iv) does not file his GST return for six months  
(v) does not file his GST return of 3 consecutive tax periods if he has opted for composition levy  
(v) has not commenced business within 6 months from date of registration  
(vi) has obtained the registration by means of fraud, wilful misstatement or suppression of facts. Note: Any four points may be mentioned.  

 

 Important Question on Amendment 
 
Q89. Refer Que 9 
 
Q90. Mr. A is engaged in Supply of goods. Following are the Details 

Intra- state Taxable supply of goods 30 lac 

Intra- state Exempt supply of goods 8 lac 

Interest or discount on loan, advance, deposit 1 lac 
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Whether registration required 
Answer 
 Every supplier of goods and/ or services is required to obtain registration in the State/UT from where he makes the taxable supply if 
his aggregate turnover exceeds 10 Lakh for (Manipur, Mizoram, Nagaland, Tripura) / 20 lakh(for other states) during a FY. 
However, Notification No. 10/2019 CT dated 07.03.2019 exempts any person who is engaged in exclusive supply of goods and 
whose aggregate turnover in the financial year does not exceed ` 40 lakh, from registration requirement.  
Further, as per Explanation to section 22(1), a person shall be considered to be engaged exclusively in the supply of goods even if he 
is engaged in exempt supply of services provided by way of extending deposits, loans or advances in so far as the consideration is 
represented by way of interest or discount. 

Exceptions to this exemption of Rs 40 lakh are as follows:  
(a) persons required to take compulsory registration under section 24 of the CGST Act.  
(b) persons engaged in making supplies of ice cream and other edible ice, whether or not containing cocoa [2105 00 00], Pan 

masala [2106 90 20] and all goods of Chapter 24, i.e. Tobacco and manufactured tobacco substitutes.  
(c) Persons engaged in making intra-State supplies in the States of Arunachal Pradesh, Uttarakhand, Meghalaya, Sikkim, 

Telangana, Puducherry and Special Category States as per section 22 [Nagaland, Mizoram, Manipur, Tripura]. Inter-State 
supplies of goods are nevertheless liable to compulsory registration and are already covered in exception (a) above.  

(d) Person who has opted for voluntary registration or such registered persons who intend to continue with their registration under 
the CGST Act. 

On the basis of above discussion, Registration requirement is as follows: 
In present case, Aggregate Turnover is Rs 39 lac, Hence he is not required to take registration 

Q91. What is Aadhaar Authentication? 
Answer 
Aadhaar authentication is a process by which the Aadhaar number along with other biometric details of the Aadhaar holder are submitted to 
the Central Identities Data Repository (CIDR) for verifying its correctness. The CIDR verifies the correctness of data on the basis of 
information available with it. 
The main purpose behind the Aadhaar authentication is to create an online platform wherein the identity of Aadhaar holders can be validated 
anytime anywhere. This will keep a check on the malpractices happening under the Goods and Services Tax. 
 
 
Q92. For Whom Aadhaar authentication is mandatory? 
Answer 

Section 
25[(6A)  

For Every Registered Person under GST or applied for registration upto 31.03.2020: Every registered person shall 
undergo authentication, or furnish proof of possession of Aadhaar number, in such form and manner and within such time 
as may be prescribed :  

Proviso  Provided that if an Aadhaar number is not assigned to the registered person, such person shall be offered alternate and 
viable means of identification in such manner as Government may, on the recommendations of the Council, prescribe :  

Proviso  Provided further that in case of failure to undergo authentication or furnish proof of possession of Aadhaar number or 
furnish alternate and viable means of identification, registration allotted to such person shall be deemed to be invalid and 
the other provisions of this Act shall apply as if such person does not have a registration.  

Section 
25(6B)  

For New GST Registration by Individual w.e.f. 01.04.2020: On and from the date of notification, every individual shall, in 
order to be eligible for grant of registration, undergo authentication, or furnish proof of possession of Aadhaar number, in 
such manner as the Government may, on the recommendations of the Council, specify in the said notification :  

Proviso  Provided that if an Aadhaar number is not assigned to an individual, such individual shall be offered alternate and viable 
means of identification in such manner as the Government may, on the recommendations of the Council, specify in the said 
notification.  

 Notification No. 18/2020 –Central Government, had issued a notification on 23rd March 2020, making Aadhaar 
authentication mandatory for GST registration from April 1, 2020. 

Section 
25(6C)  

For New GST Registration by Person other than Individual w.e.f. 01.04.2020: On and from the date of notification, every 
person, other than an individual, shall, in order to be eligible for grant of registration, undergo authentication, or furnish 
proof of possession of Aadhaar number of the Karta, Managing Director, whole time Director, such number of partners, 
Members of Managing Committee of Association, Board of Trustees, authorised representative, authorised signatory 
and such other class of persons, in such manner, as the Government may, on the recommendation of the Council, specify in the 
said notification :  

Proviso  Provided that where such person or class of persons have not been assigned the Aadhaar number, such person or class of 
persons shall be offered alternate and viable means of identification in such manner as the Government may, on the 
recommendations of the Council, specify in the said notification.  

 Notification No. 19/2020 –Central Government, had issued a notification on 23rd March 2020, making Aadhaar 
authentication mandatory for GST registration from April 1, 2020 for following: 
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(a) authorised signatory of all types;  
(b) Managing and Authorised partners of a partnership firm; and  
(c) Karta of an Hindu undivided family 

 
Q93. When Aadhaar authentication is not required? 
Answer 

Section 
25(6D)  

Exemption from Aadhar Authentication: Aadhaar authentication is not required to such person or class of persons or 
any State or Union territory or part thereof, as the Government may, on the recommendations of the Council, specify by 
notification.  

 Notification No. 03/2021 – Central Government, notifies that the provisions of section 25(6A) or 25(6B) or 25(6C) of 
the said Act shall not apply (Aadhaar authentication is not mandatory)  to a person who is  
 
(a) not a citizen of India; or 
(b) a Department or establishment of the Central Government or State Government; or 
(c) a local authority; or 
(d) a statutory body; or 
(e) a Public Sector Undertaking; or 
(f)  a person applying for registration under the provisions of section 25(9)  (e.g UIN to UN/embassy) of the said 
Act. 

 
 

Q94. If a person fails to undergo authentication of Aadhaar number as specified in Rule 8(4A) of the CGST Rules, Whether registration can 
be granted 
Answer  
if an Aadhaar number is not assigned to an individual or persons specified, such individual or persons specified shall be offered alternate 
and viable means of identification in such manner as the Government may, on the recommendations of the Council, specify in the said 
notification 
Alternate & viable means as per rule 9: 

Provided that where - 

(a) a person, other than a person notified under sub-section (6D) of section 25, fails to undergo authentication of Aadhaar 

number as specified in sub-rule (4A) of rule 8 or does not opt for authentication of Aadhaar number; or 

 

(b) the proper officer, with the approval of an officer authorised by the Commissioner not below the rank of Assistant 

Commissioner, deems it fit to carry out physical verification of places of business, 

the registration shall be granted within 30 days of submission of application, after  

 physical verification of the place of business in the presence of the said person, in the manner provided under rule 25 

and  

verification of such documents as the proper officer may deem fit.‖; 
 
No Deemed registration: In cases where physical verification is required under above newly inserted proviso to Rule 9(1), no deemed 
registration shall be considered under Rule 9(5). [New proviso to Rule 9(1) of the CGST Rules is inserted w.e.f. 01.04.2020.  

Further as per Rule 25, Physical verification of business premises in certain cases.-  

Where the proper officer is satisfied that the physical verification of the place of business of a person is required due to failure of 
Aadhaar authentication before the grant of registration, or due to any other reason after the grant of registration, he may get such 
verification of the place of business, in the presence of the said person, done and the verification report along with the other 
documents, including photographs, shall be uploaded in FORM GST REG-30 on the common portal within a period of 15 working days 
following the date of such verification 

 

Rule 9 
Que 95 

Person  Part A of Part B of Date of Registration or Notice within Deemed Registration 
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REG 01 
filed on 

REG 01 
filed on 

submission 
of Appl 

Aadhar authentication Not required 

Mr. P 
(Not 
citizen 
of India) 

01/01/21 05/01/21 05/01/21 
 
 

Within 7 Working days (i.e 13/01/21) 
[Holiday on 10/01/21] 
If notice issued within 7 working 
days: Reply within 7 working days, 
then PO accept or reject within 7 
working days  

If No action within 7 
working days (i.e 13/01/21) 
or 7 working days from 
date of receipt of reply by 
Mr.P 

Aadhar authentication required:  opted for AA & done within 15 days i.e on 11/01/21 

Mr. R 01/01/21 05/01/21 11/01/21 Within 7 Working days (i.e 19/01/21) 
[Holiday on 17/01/21] 
If notice issued within 7 working 
days: Reply within 7 working days, 
then PO accept or reject within 7 
working days  

If No action within 7 
working days (i.e 19/01/21) 
or 7 working days from 
date of receipt of reply by 
Mr.R 

Aadhar authentication required:  opted for AA & not done within 15 days i.e on 25/01/21 

Mr. S 01/01/21 05/01/21 20/01/21 Registration granted within 30 
days of submission of application 
after  

(1) Physical verification of places of 

business and 
(2) verification of documents by PO 
as deem fit   
NOTE: physical verification of 
Premises & verification of document 

may also be done, if proper officer 
deems it fit to carry out, with the 
approval of an officer authorised by 
the Commissioner not below the rank 
of AC,  
or 

 
[Notice may be issued in 30 days] 

If No notice issued within 
30 days from date of 
application : Deemed 
registered on 19/02/21 
If notice issued, Reply 
within 7 working days, then 
PO accept or reject within 
7 working days 
If PO took no action 
within 7 working days: 
Deemed regd. 

Aadhar authentication required:  Not opted for AA   

Mr. S 01/01/21 07/01/21 07/01/21  ------------- same ---------- If No notice issued within 
30 days from date of 
application : Deemed 
registered on 06/02/21 
If notice issued, Reply 
within 7 working days, then 
PO accept or reject within 
7 working days 
If PO took no action 
within 7 working days: 
Deemed regd. 

 

Rule 21 

Que 96: Whether registration is liable to be canceled in the following cases:- 
(a) Non-compliance of Sec 16 of CGST Act – eligibility and conditions of taking credit 
(b) If the outward supplies reported in Form GSTR-1 are in excess of the outward supplies reported in the GSTR-3B for the 
said tax period  
(c ) Utilize ITC in excess of 99% of output tax liability 
Answer 
Yes, as per rule 21 amended, in all the above cases registration can be cancelled. 
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Rule 21A 
Que 97:  
Whether Suspension of registration can be made due to differences between GST returns? Further, whether refund 
allowed during period of suspension? 
Answer 
Rule 21A(2A): A new sub-rule 2A has been which states that if a proper officer finds any discrepancies: 

1. On comparing details of outward supplies furnished under Form GSTR-1 and Form GSTR 3B 
2. On comparing details of inward supplies reflecting in the Form .GSTR-2B with the Form GSTR-3B 
3. Any other analysis 

He can issue form GST REG-31 for intimating such discrepancies to the taxpayer. He will also mention that if a proper 
explanation is not provided on these discrepancies, the registration may get cancelled. 
He can also suspend the registration as per Rule 21A(2A) with effect from the date of this communication to the taxpayer. 
Further, the proper officer can lift the suspension on receiving a satisfactory reply from the taxpayer. 
 

As per rule 21(3A) A registered person, whose registration has been suspended under sub-rule (2) or sub-rule (2A), shall not be 

granted any refund under section 54, during the period of suspension of his registration.‖; 

Section 29 – Cancellation of registration. 
Q 98 

Question   Answer  

Mr A, supply goods and services has 
Started business in FY 2019-20 ( on 1st April, 2019)  
He crossed limit of registration turnover (i.e., 20 lakhs) in July 19.  
Registration applied u/s 22 and Registration given. But in year 2020-21, he will supply only 
goods and expects his turnover below 20 lakh. Whether he can apply for cancellation of 
registration? 

  Since, He became liable for 
registration as per Sec 22 of 
CGST Act.  
He can apply for cancellation 
of registration as per Sec 
29(1)(c).  

Mr A, supply goods and services has 
Started business in FY 2019-20 ( on 1st April, 2019)  
He took voluntarily registration as per Sec 25(3) to get Government Tender.  
But in year 2020-21, he is not expecting any tender from government and expects his 
turnover below 20 lakh. Whether he can apply for cancellation of registration? 

 Sec 29(1)(c) amended, so as to 
allow voluntarily registered 
person can also apply for 
cancellation of registration as 
per Sec 29(1)(c). 

 

Section 30 – Revocation of cancellation of registration. 
 

Que 99 

Mr.A, registration is cancelled by the proper officer on his own motion and cancellation order served on 1 Jan 2021. Whether Mr. A can apply for 
revocation of cancellation of the registration. What, if he can not make application for revocation within 30 days. 
Ans  
As per Sec 30, he can make application within 30 days of service of cancellation order (i.e upto 31 jan 2021).  
If he can‘t make application within 30 days, then on sufficient cause being shown, and for reasons to be recorded in writing, be extended, 
- 
(a) by the Additional Commissioner or the Joint Commissioner, as the case may be, for a period not exceeding 30 days; 
(b) by the Commissioner, for a further period not exceeding 30 days, beyond the period specified in clause (a).‖. 
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CHAPTER 8 –  
INPUT TAX CREDIT 

 

SPECIAL PROCEDURE FOR CORPORATE DEBTORS UNDERGOING THE 
CORPORATE INSOLVENCY RESOLUTION PROCESS  
As per Insolvency Bankruptcy Code (IBC), 2016, once an entity defaults certain threshold amount, Corporate Insolvency 
Resolution Process (CIRP) gets triggered and the management of such entity (Corporate Debtor) and its assets vest with an 
interim resolution professional (IRP) or resolution professional (RP). The IRP/RP continues to run the business and operations of the 
said entity as a going concern and is responsible for compliance with all the laws till the insolvency proceeding is over and an 
order is passed by the National Company Law Tribunal (NCLT). The definitions of the terms, corporate debtor, CIRP, IRP and RP can 
be referred from IBC, 2016.  

The Government has prescribed special procedure under section 148 of the CGST Act for the corporate debtors who 
are undergoing CIRP under the provisions of IBC and the management of whose affairs are being undertaken by IRP/RP. 
Notification No. 11/2020 CT dated 21.03.2020 as amended issuedunder section 148 read with Circular No. 138/08/2020 GST 

provides as under:  
1. The corporate debtor who is undergoing CIRP is to be treated as a distinct person of the corporate debtor and shall be 

liable to take a new registration in each State or Union territory where the corporate debtor was registered earlier, within 30 
days of the appointment of the IRP/RP. 
 However, corporate debtors who have not defaulted in furnishing statements (GSTR-1) and returns under GST would not 
be required to obtain a separate registration with effect from the date of appointment of IRP/RP.  

2. The new registration by IRP/RP shall be required only once, and in case of any change in IRP/RP after initial appointment 
under IBC, it would be deemed to be change of authorized signatory and it would not be considered as a distinct person on 
every such change after initial appointment.  

3. The IRP/RP will be liable to furnish returns, make payment of tax and comply with all the provisions of the GST law during 
CIRP period. 

 

Goods/services to be used for business purposes: 
Q4.  

ABC Ltd.(OEM) purchased Moulds and dies costing Rs 20000 
and availed input tax credit of Rs 2400 which is later supplied to 
Rinki for manufacture of 1000 units of Electronic components. 
Rinki charged Rs 12000 for manufacturing component. Answer 
the following questions:  
(i) Whether moulds and dies owned by ABC Ltd.(OEM) that are 
sent free of cost (FOC) to a component manufacturer is leviable 
to tax  
(ii) whether OEMs are required to reverse input tax credit in this 
case? 
(iii) What will be the Value for Rinki(Component manufacturer) 

(i) Moulds and dies owned by ABC Ltd.(OEM) which are provided to Rinki (the 
two not being related persons or distinct persons) on FOC basis does not 
constitute a supply as there is no consideration involved.  
(ii) Further, since the moulds and dies are provided on FOC basis by the OEM to 
the component manufacturer in the course or furtherance of his business, there is 
no requirement for reversal of input tax credit availed on such moulds and dies  
(iii) while calculating the value of the supply made by Rinki component 
manufacturer, the value of moulds and dies supplied to Rinki shall not be added 
because the cost of moulds/dies was not to be incurred by the component 
manufacturer and thus, does not merit inclusion in the value of supply in terms of 
section 15(2)(b). Hence Value For Rinki Will Be Rs 12000. 

What would be the answer, if the contract between ABC 
Ltd.(OEM) and Rinki (component manufacturer) was for supply 
of components made by using the moulds/dies belonging to 
Rinki, but the same have been supplied by the Rinki to the 
component manufacturer on Free on Cost basis 

The amortised cost of such moulds/dies shall be added to the value of the 
components In such cases, Hence Value For Rinki Will Be Rs 32000. Further 
ABC Ltd.(OEM) will be required to reverse the credit availed of Rs 2400 on such 
moulds/dies, as the same will not be considered to be provided by ABC 
Ltd.(OEM) to the component manufacturer Rinki in the course or furtherance of 
the former‘s business 
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Conditions for taking ITC [Section 16(2)] 
 

Deemed Receipt of the goods and / or services [Section 16(2)(b)]/  ―Bill to Ship to‖ Model: 
 

Q12:- A is a trader who places an order on B for a consignment of soda ash. A receives a buying order from C for the same quantity of 
soda ash. A instructs B to deliver the goods to C, and in turn he raises an invoice on C.  
Determine whether input tax credit is available to Mr. A. 
Answer 

Yes. Explanation to Section 16(2)(b) of the CGST Act provides for deemed receipt of goods where the goods are delivered by the 
supplier to the recipient or any other person on the direction of the recipient, whether acting as agent or otherwise, before or during 
movement of goods either by way of transfer of document of title to goods or otherwise. 
Though the goods are not physically received at the premises of A, the condition of section 16(2)(b) is satisfied, and A is entitled to 
ITC on the consignment. 
 

Q14. The registered head office (New Delhi) of ABC Pvt. Ltd. enters into a contract with DEF Pvt. Ltd. of New Delhi for repair and maintenance of 
computers systems installed at its registered branch office in Bengaluru, Karnataka. DEF Pvt. Ltd. issues an invoice on ABC Pvt. Ltd., New Delhi for 

the services provided by it. Determine whether input tax credit is available. 
Answer 

As per Explanation (ii) in Section 16(2)(b) of the CGST Act 2017, it has been stated that the registered person will be deemed to have 

received the services where these services have been provided by the supplier to any person on the direction of and on account of 

such registered person.  

Though the actual services are received by the branch office and not by the head office, section 16(2)(b) allows ITC of such repair and maintenance 

services to head office. 

 

Goods received in lots: ITC available only on receipt of last lot [First proviso to section 16(2)] 
 
Q16. Following is the information available for 4000 kg of goods purchased. Supply of goods received in different lots. Detail is as 
follows; 

Lot no. Date of Receipt Qty. received Value  GST 

1 01.01.20 1000 kg 25,00,000 4,50,000 

2 10.01.20 500 kg 12,50,000 2,25,000 

3 12.02.20 500 kg 12,50,00 2,25,000 

4 15.04.20 2000 kg 50,00,000 9,00,000 

    18,00,000 

Whether credit can be taken pro-rata in relation to quantity received? 
Answer 

As per first proviso to sec 16(2), where goods are received in lot or installments, then credit can be taken on receipt of last lot or 
installment. Hence credit of Rs 18, 00,000 can be taken on 15.04.20 
 

Payment for the invoice to be made within 180 days [Second proviso to section 16(2) read with rule 37 of CGST Rules] 
 

Q21. A registered supplier of taxable goods supplied goods valued at  ` 2,24,000 (inclusive of CGST ` 12,000 and SGST ` 12,000) to 
Mohan Ltd. under forward charge on 15th August for which tax invoice was also issued on the same date.  The inputs were received by 
Mohan Ltd. on 15th August.  Mohan Ltd. availed credit of ` 24,000 on 20th September by filing Form GSTR-3B for August month.  
However, Mohan Ltd. did not make any payment towards such supply along with tax thereon to the supplier.  Is Mohan Ltd. eligible to 
avail ITC on such supply?   
Discuss ITC provisions if Mohan Ltd. makes the payment of  ` 2,24,000 to the supplier on 18th March of next calendar year. (ICAI Study 
Mat.)/(Question for Practice) 
 
Answer: 
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As per section 16, Mohan Ltd. is eligible to avail ITC of the tax paid on inputs received by it on the basis of the invoice issued by the 
supplier provided other conditions for availing ITC are fulfilled. 
Payment of value of the goods along with the tax to the supplier is not a pre- requisite at the time of availing credit, but Mohan Ltd. has 
to pay the said amount within 180 days from the date of issue of invoice.  
If Mohan Ltd, fails to do so the ITC of ` 24,000 will be added to its output tax liability with interest. Such interest will be paid @ 18% 
p.a. from the date of availing credit till the date when the amount added to the output tax liability is paid [Second proviso to section 16(2) 
read with rule 37]. 
If Mohan Ltd. makes the payment of ` 2,24,000 (Value + tax) to the supplier on 18th March of next calendar year, i.e. after the expiry of 
180 days from date of issue of invoice, Mohan Ltd. can avail the credit of ` 24,000 while filing form GSTR-3B for the month of March. 
 

If depreciation claimed on tax component, ITC not allowed [Section 16(3)] 
 

Q24. XYZ Ltd., registered under GST, is engaged in manufacture of taxable goods. Compute the ITC available with XYZ Ltd. for the 
month of October, 20XX from the following particulars:- 

S. 
No.  

Inward 
supplies  

GST (`)  Remarks 

(i)  Inputs „A‟  1,00,000  One invoice on which GST payable was ` 10,000, is missing 

(ii)  Inputs „B‟  50,000  Inputs are to be received in two instalments. First instalment has been received in October, 20XX. 

(iii)  Capital goods  1,20,000  
XYZ Ltd. has capitalised the capital goods at full invoice value inclusive of GST as it will avail 
depreciation on the full invoice value. 

(iv)  Input services  2,25,000  
One invoice dated 20.01.20XX on which GST payable was ` 50,000 has been received in 
October, 

Note:  
(i) All the conditions necessary for availing the ITC have been fulfilled.  
(ii) The annual return for the financial year ending 31st March 20XX was filed on 15th September, 20XX. [ICAI Study Mat.] 
 
Answer: 
Computation of ITC available with XYZ Ltd. for the month of October, 20XX 

S. 
No.  

Inward supplies  ITC (`) 

(i)  
Inputs ‗A‘ [ITC cannot be taken on missing invoice. The registered person should have the invoice in its possession 
to claim ITC-Section 16(2)(a)] 

90,000 

(ii)  
Inputs ‗B‘ [When inputs are received in instalments, ITC can be availed only on receipt of last instalment-First 
proviso to section 16(2)] 

Nil 

(iii)  
Capital goods [Input tax paid on capital goods cannot be availed as ITC, if depreciation has been claimed on such 
tax component – Section 16(3)] 

Nil 

(iv)  

Input services [As per section 16(4), ITC on an invoice cannot be availed after the due date of furnishing of the 
return for the month of September following the end of financial year to which such invoice pertains or the date of 
filing annual return, whichever is earlier. Since the annual return for the FY ending 31st March, 20XX has been filed 
on 15th September, 20XX (prior to due date of filing the return for September, 20XX i.e., 20th October, 20XX), ITC 
on the invoice pertaining to FY ending 31st March, 20XX cannot be availed after 15th September, 20XX. 

1,75,000 

 Total  2,65,000 

 

Time limit for availing ITC: Due date of filing of return for the month of September of succeeding financial year or date of 
filing of annual return, whichever is earlier [Section 16(4)] 
 

 
Q26. Hercules Machinery delivered a machine to XYZ in January 2021 under Invoice no. 49 dated 28th January, 2021 for ` 4,15,000 plus GST, and 

undertook trial runs and calibration of the machine as per the requirements of XYZ. The amount chargeable for the post-delivery activities was 

covered in a debit note raised in April 2021 for ` 50,000 plus GST. XYZ did not file its annual return till October, 2021. Determine whether credit 

can be availed. 

Answer: 
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In terms of Section 16(4) of the CGST Act, a registered person is not entitled to claim input tax credit in respect of any supply of goods or services 

after the earlier of following two events:  

 

 For Invoice dated 28th 
January, 2021 of Rs 4,15000 

For debit note raised in 
April 2021 for ` 50,000 

(a) Due Date of filing of the return under Section 39 of the Act for the 
month of September following the end of financial year to which such 
invoice or debit note pertains, i.e. 20th October;  

20 October 2021 20 October 2022 

(b) Furnishing of the annual return. In terms of Section 44, the due 
date of filing annual return is 31st December following the end of the 
financial year.  

31 December 2021 31 December 2022 

Though the debit note was received in the next financial year, it relates to an invoice received in the financial year ending March 2021. 

Now after amendment, time limit for availing credit will be counted for F.Y in which Dr. Note issued. 

Therefore, the time limit for taking ITC available on ` 4,15,000 as well as on ` 50,000 is 20th October, 2021 & 20th October, 2022 

respectively. 

 
 

Que 28(ii) 
  
Mr. Vijay, a registered supplier, receives 100 invoices (for inward supply of goods/ services) involving GST of Rs. 10 lakh, from various suppliers 
during the month of October 20XX. 

Compute the ITC that can be claimed by Mr. Vijay in his GSTR-3B for the month of October 20XX to    be filed by 20th November 20XX  in the 
following independent cases assuming that GST  of  Rs. 10 lakh is otherwise eligible for ITC: 

Case I 

Out of 100 invoices, 80 invoices involving GST of Rs. 6 lakh have been uploaded by  the suppliers in  their respective GSTR-1s filed on the 
prescribed due date therefor. 

Case II 

Out of 100 invoices, 75 invoices involving GST of Rs. 9.6 lakh have been uploaded by the suppliers in their respective GSTR-1s filed on the 
prescribed due date therefor. 

Answer 

As per sub-rule (4) of rule 36, ITC to be availed by a registered person in respect of invoices or debit notes, the details of which have not been 
uploaded by the suppliers in GSTR-1, cannot exceed 5% of the eligible credit available in respect of invoices or debit notes the details of 
which have  been  uploaded by the suppliers in GSTR-1. 

Case I 

ITC to be claimed by Mr. Vijay in his GSTR-3B for the month of October 20XX to be filed by 20
th
 November 20XX will be computed as under- 

Invoices Amount of ITC involved in the invoices 
(Rs.) 

Amount of ITC that can be availed 
(Rs.) 

In respect of 80 invoices uploaded in GSTR-1 6 lakh 6 lakh [Refer Note 1 below] 

In respect of  20  invoices not uploaded in 
GSTR-1 

4 lakh Rs. 0.3 lakh [Refer Note 2 below] 

Total 10 lakh 6.3 lakh 

Notes: 

1. In respect of invoices uploaded by the suppliers in their GSTR-1, full ITC can be availed. 

2. The ITC in respect of invoices not uploaded has to be restricted to 5% of  eligible ITC in respect  of invoices uploaded in GSTR-1. Thus, 
in respect of 20 invoices not uploaded in GSTR-1s, the   ITC has been restricted to Rs. 0.3 lakh [5% of Rs. 6 lakh]. 

Case II 

ITC to be claimed by Mr. Vijay in his GSTR-3B for the month of October 20XX to be filed by 20
th
 November 20XX will be computed as under- 

 

Invoices Amount of ITC involved in the invoices 
(Rs.) 

Amount of ITC that can be availed 
(Rs.) 

In respect of 75 invoices uploaded in GSTR-1 9.6 lakh 9.6 lakh [Refer Note 1 below] 

In respect of  25  invoices not uploaded in 
GSTR-1 

0.4 lakh Rs. 0.4 lakh [Refer Note 2 below] 

Total 10 lakh 10 lakh 

Notes: 

(1) In respect of invoices uploaded by the suppliers in their GSTR-1, full ITC can be availed. 
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(2) The ITC in respect of invoices not uploaded has to be restricted to 5% of eligible ITC in respect of invoices uploaded in GSTR-1. 

However, since in this case, the actual ITC [Rs. 0.4 lakh] in respect of 25 invoices not uploaded in GSTR-1 does not exceed 5% of the 
eligible ITC  in respect of invoices uploaded in GSTR-1s [Rs. 0.48 lakh (5% of  Rs.  9.6 lakh)], actual amount of ITC can be availed. 

 
Que 28(iii) 

In Case 1, when can Mr. Vijay avail the balance ITC?  

Answer  
A taxpayer may avail full ITC in respect of a tax period, as and when the invoices are uploaded by the suppliers to the extent eligible ITC/ 
1.05.  
Therefore, Mr. Vijay may avail full ITC of Rs. 10 lakh in respect of the month of October 20XX, as and when the invoices are uploaded by 
the suppliers to the extent of Rs. 9.5238 lakh (10 lakh/1.05). Hence, balance ITC of Rs. 3.7 lakh can be availed by Mr. Vijay if suppliers 
upload details of some of the invoices for the month of October 20XX involving ITC of Rs. 3.5238 lakh out of outstanding invoices 
involving ITC of Rs. 4 lakh details of which had not been uploaded by the suppliers [Rs. 6 lakh + Rs. 3.5238 lakh = Rs. 9.5238 lakh].  
Suppose suppliers of Mr. Vijay upload 15 more invoices involving ITC of Rs. 3.5238 lakh in the month of December 20XX. In such a 
scenario, ITC that can be claimed by Mr. Vijay for the month of December 20XX (in respect of such 15 invoices) will be as under –  
100% ITC of Rs. 3.5238 + Rs. 0.1762 [5% of Rs. 3.5238 lakh] = Rs. 3.7 lakh  
Therefore, Mr. Vijay will be able to claim balance ITC of Rs. 3.7 lakh in the month of December 20XX. 

 

(CA Final RTP May 21) 

14. Sunshine Pvt. Ltd. manufactures taxable goods.  The company is registered under GST in the State of West 

Bengal.  The company has provided following information in relation to inward supplies received by it in the month of 

October:  

S. 
No.  

Invoices received for inward supplies   IGST (₹)  

1.  Raw material - X  2,00,000  

2.  Rent of the factory building   1,50,000  

3.  Raw material - Y  1,30,000  

4.  Car purchased for the use of the director   1,20,000  

5.  Consumables  80,000  

6.  Machinery for being used in the manufacturing process  1,50,000  

7.  Raw material - Z  1,10,000  

8.  Technical consultancy for improvement in the manufacturing process   60,000  

9.  Raw material – W (imported from China)   50,000  

Total   10,50,000  

  

S.  

No.  

Particulars  IGST (₹)  

(i)  Balance in Form GSTR-2A on 28
th
 October  4,80,000  

 (Invoices at S. Nos. 1, 2 and 3 uploaded by the respective suppliers in their Form 

GSTR-1s)  

 

(ii)  Balance in Form GSTR-2A on 11
th
 November  

(Invoices at S. Nos. 1, 2, 3 and 4 uploaded by the respective suppliers in their Form 

GSTR-1s)  

6,00,000  

(iii)  Balance in Form GSTR-2A on 20
th
 November  

(Invoices at S. Nos. 1, 2, 3, 4 and 5 uploaded by the respective suppliers in their 

Form GSTR-1s)  

6,80,000  

Compute the ITC that can be claimed by Sunshine Pvt. Ltd. in its Form GSTR-3B for the month of October to 

be filed by 20
th
 November.    



CA Manoj Batra     133 
 

Note:  The due date of filing of Form GSTR-1 and Form GSTR-3B for the month of October are 11
th
 November 

and 20
th
 November respectively.  Subject to the information given above, all the other conditions for availing 

ITC have been complied with.    

 

 

 

Answer:-  ITC to be claimed by Sunshine Pvt. Ltd. in its GSTR-3B for the month of October to be filed by 20
th

 

November will be computed as under-  

Invoices   Amount of input tax 
involved in the invoices 
(₹)   

Amount of ITC that 
can be  availed (₹)  

Balance in GSTR-2A on 11
th
 November  

[Note 1]  

(Invoices at S. Nos. 1, 2, 3 and 4 uploaded by  the 
respective suppliers in  their GSTR-1s)  

6,00,000  4,80,000   

[Note 2]  

Invoices at S. Nos. 5, 6 7 and 8 not uploaded in 
GSTR-1  

4,00,000  24,000  

[Note 3]  

Invoice at S. No. 9   50,000  50,000  

[Note 4]  

Total   10,50,000  5,54,000  

  Notes:  

(1) ITC in respect of the invoices whose details have not been uploaded by the suppliers shall 

not exceed 5% of the eligible input tax credit available to the recipient in respect of invoices 

or debit notes the details of which have been uploaded by the suppliers under section 37(1) 

of the CGST Act, 2017 as on the due date of filing of the returns in Form GSTR-1 of the 

suppliers for the said tax period.  The taxpayer can ascertain the same from his auto 

populated Form GSTR 2A/2B as available on the due date of filing of Form GSTR-1 under 

section 37(1) [Rule 36(4) of the CGST Rules, 2017 read with Circular No. 123/42/2019 GST 

dated 11.11.2019]. 

(2) 100% ITC can be availed   on   invoices   uploaded   by   the   suppliers   in   their Form 

GSTR-1. However, section 17(5) of the CGST Act, 2017 blocks ITC on motor vehicles for 

transportation of persons having approved seating capacity of not more than 13 persons if 

they are not used for making the following taxable supplies, namely:— 

(A) further supply of such motor vehicles; or 

(B) transportation of passengers; or 

(C) imparting training on driving such motor vehicles 

Since Sunshine Pvt. Ltd. is not using the car for any of the aforesaid mentioned purpose, 

ITC thereon will not be available. 

Thus, 100% ITC will be available in respect of invoices at S.Nos. 1, 2 & 3. 

(3) In respect of invoices at S.Nos. 5, 6 7 and 8 not uploaded in Form GSTR-1s, the ITC has 

been restricted to 5% of eligible ITC in respect of invoices uploaded in Form GSTR-1s, i.e. 

5% of ₹ 4,80,000 in terms of rule 36(4) of the CGST Rules, 2017. 

(4) The restriction of availment of ITC is imposed only in respect of those invoices, details of 

which are required to be uploaded by the suppliers under section 37(1) of the CGST Act, 

2017 and which have not been uploaded. Therefore, full ITC can be availed in respect of 

IGST paid on imports which are outside the ambit of section 37(1) [Circular No. 123/42/2019 

GST dated 11.11.2019]. 
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Blocked credits [Section 17(5)] 
 
(i) Motor vehicles and other conveyances and related services (insurance, servicing and repair and maintenance) 
 
Q30. A taxable person is in the business of information technology. He buys a car (maximum seating capacity – 5 persons) for use of 
his Executive Directors. Can he avail the ITC in respect of GST paid on purchase of such car? [ICAI Study Mat.] 
Answer: 
No. As per section 17(5)(a), ITC on motor vehicles for transportation of persons with seating capacity of up to 13 persons (including 
driver), can be availed only if the taxable person is in the business of transport of passengers or is providing the services of imparting 
training on driving such motor vehicles or is in the business of supply of such motor vehicles. 
 
MCQ 
Q31. 

Q 1. Krishna Motors is a car dealer selling cars of an international car company. It also provides maintenance and repair services of the 
cars sold by it as also of other cars. Determine the amount of input tax credit available with the help of the following information 
regarding expenses incurred by it during the course of its business operations: 

 

Particulars  
GST paid 
(`) 

Cars purchased from the manufacturer for making further supply of such cars. [Two of such cars are destroyed in 
accidents while being used for test drive by potential customers. GST paid on their purchase is ` 1,00,000] 

20,00,000 

Works contract services availed for constructing a car shed in its premises.  50,000 

(a) ` 19,00,000 

 (b) ` 21,10,000 

(c) ` 19,50,000 

(d) ` 20,50,000 

Ans -(a) 

Q 2. (i) A software professional providing technical consultancy buys a motorcycle for use of his employee. 

(ii) A motor driving school buys a car for being used in imparting motor driving training. 

(iii) A flying school imports an aircraft for use in its training activity. 

(iv) A manufacturer buys a small truck for the purpose of transporting its inputs and finished goods. 

Input tax credit cannot be taken on: 

(a) (iii) 

(b) (i), (ii), (iii), (iv) 

(c) (i) 

(d) (i), (iii) 

Ans -(c) 

Q 4. Purchased car of Rs 10 Lakh paying GST 2.8 lakh. Determine ITC, if he is a dealer of Motor vehicle 

(a) 10 lakh (b) 2.8 lakh (c) 12.8 lakh (d) No credit 

Ans -(b) 2.8 lakh [Since Motor vehicles used for further supply of such vehicles or conveyances) 

Q 5. General insurance, servicing, Repair & maintenance of Rs 10 Lakh paying GST 2.8 lakh, relating to car purchased by a Dealer 
of Motor Vehicle. Determine ITC 

(a) 10 lakh (b) 2.8 lakh (c) 12.8 lakh (d) No credit 

Ans -(b) 2.8 lakh 

Q 6. Purchased car of Rs 10 Lakh paying GST 2.8 lakh. Determine ITC, if he is not a dealer of Motor vehicle 

(a) 10 lakh (b) 2.8 lakh (c) 12.8 lakh (d) No credit 

Ans -(d) No credit 

Q 7. General insurance, servicing, Repair & maintenance of Rs 10 Lakh paying GST 2.8 lakh, relating to car purchased by Company 
for use of their employees. Determine ITC 

(a) 10 lakh (b) 2.8 lakh (c) 12.8 lakh (d) No credit 

Ans -(d) No credit 

Q 8. M/s ParveenTravels transporting passengers from Chennai-Mumbai-Chennai. For this purpose M/s Parveen Travels 
purchased Volvo Bus (air-conditioned) for ` 50 lakhs plus GST 28%. Determine ITC 

(a) 50 lakh (b) 14 lakh (c) 64 lakh (d) No credit 

Ans -(b) 14 lakh [Since, Motor vehicles are used for transportation of passengers] 
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Q 9. General insurance, servicing, Repair & maintenance of Rs 10 Lakh paying GST 2.8 lakh, relating to car purchased by M/s 
Parveen Travels transporting passengers. Determine ITC 

(a) 10 lakh (b) 2.8 lakh (c) 12.8 lakh (d) No credit 

Ans -(b) 2.8 lakh [Since, Motor vehicles are used for transportation of passengers] 

Q 10. M/s R Ltd. manufacturer of motor vehicles. Company purchased bus for `50 lacs plus GST 28% for transportation of 

their employees from their residence to factory and from factory to their residence. M/s R Ltd. is eligible to avail the credit on 
purchase of bus? 

a) 50 lakh (b) 14 lakh (c) 64 lakh (d) No credit 

Ans -(b) 14 lakh [Since, Motor vehicles ≥ 13 passengers] 

Q 11. A Hospital purchased four ambulances for ` 50 lakhs plus GST 28%. Find the input tax credit available to Hospital 

a) 50 lakh (b) 14 lakh credit, since providing transport of passenger service (c) 64 lakh (d) No credit, Since output service is exempted 
from GST 

Ans -(d) No credit [Since, supply of services of Sukhee Bhava is exempted from GST under health care services] 

Q 12. Ferrari Company for conducting Formulae One car races purchased 10 Racing Cars for ` 50 lakhs plus GST 28%. 
Ferrari company is eligible for availing ITC on purchase of Racing Cars. 

a) 50 lakh (b) 14 lakh (c) 64 lakh (d) No credit 

Ans -(d) No credit [not treated as passenger vehicles.] 

Q 13. Mr. Ram a van driver and also registered person under GST law. He purchased Omni vehicle for ` 50 lacs plus GST 

28%. Mr. Ram is eligible for ITC on this vehicle. 

a) 50 lakh (b) Rs 14 lakh credit allowed, since providing transport of passenger service (c) 64 lakh (d) No credit 

Ans -(b) Rs 14 lakh credit allowed, since providing transport of passenger service 

Q 14. M/s Maruti Driving School Pvt. Ltd. purchased two passenger vehicle for ` 40 lacs plus GST 28% and goods vehicle for 
` 10 lacs plus GST 28%. Determine credit available 

a) 50 lakh (b) Rs 14 lakh credit allowed (c) 64 lakh (d) No credit 

Ans -(b) Rs 14 lakh credit allowed [Motor vehicles are used for imparting training on driving such vehicles] 

Q 15. M/s Sky Ltd. (Flying Training Institute) purchased aircraft for ` 50 crores plus GST 28%. Whether the flying institute is 
eligible for input tax credit on purchase of air craft 

a) 50 Crore (b) Rs 14 Crore credit allowed (c) 64 Crore (d) No credit 

Ans -(b) Rs 14 Crore credit allowed [Aircraft are used for imparting training on flying, navigating] 

 

 

 

(ii) Food & beverages, outdoor catering, Beauty Treatment,  health services, Cosmetic & Plastic surgery and Life 
insurance & health Insurance services 
 

Question1:- Xenon Pvt. Ltd., Agra, is a registered supplier engaged in the manufacture of taxable goods.  Goods valued at ` 10,50,000 
were supplied by the company to Freshbite Pvt. Ltd., a registered supplier located at Ferozabad, without the cover of an invoice with a 
fraudulent intent.  Since the company evaded tax by not issuing the invoice for the supply, a show cause notice was issued by the 
proper officer under section 74 requiring the company to pay tax @ 12% [` 1,26,000] and applicable interest and penalty.  The company 
paid the tax, interest and penalty after the order was passed by the proper officer.    
 Examine the ITC entitlement of Freshbite Pvt. Ltd. in respect of tax of ` 1,26,000 paid by Xenon Pvt. Ltd.  (ICAI Study Mat.) 
Solution:- As per section 17(5), tax paid under sections 74, 129 and 130 is not available as ITC.   Further, rule 36(3) also lays down 
that tax paid in pursuance of any order where any demand has been confirmed on account of any fraud, willful misstatement or 
suppression of facts cannot be availed as ITC by a registered person. In the given case, Xenon Pvt. Ltd. has paid tax in pursuance of an 
order issued under section 74. Therefore, Freshbite Pvt. Ltd. cannot avail ITC of such tax. 
 
Question 2:- Flamingo Ltd. is an airlines providing passenger transportation services by air.   
The company offers meals of premium quality to passengers on board the aircraft.  The value of such meals is compulsorily included in 
the price of the air ticket.  The company avails outdoor catering services of Dhaniaram Pvt. Ltd. for providing such meals to its 
customers. Examine whether Flamingo Ltd. can avail ITC on such outdoor catering service availed by it.   (ICAI Study Mat.) 
Solution:- As per section 17(5)(i)(b), ITC on supply of inter alia food and beverages and outdoor catering is blocked. However, ITC in 
respect of such goods or services or both shall be available where an inward supply of such goods or services or both is used by a 
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registered person for making an outward taxable supply of the same category of goods or services or both or as an element of a 
taxable composite or mixed supply. In the given case, Flamingo Ltd. is availing outdoor catering service to provide outdoor catering 
(meals) to the passengers on board the aircraft. Since ITC in respect of outdoor catering is available if the same is used for 
making an outward taxable supply as an element of a taxable composite or mixed supply, Flamingo Ltd. can avail ITC on outdoor 
catering service procured by it. 
 
Question3:- Jumbo Sales Pvt. Ltd., a supplier of readymade garments, announced ‗Buy One get Two free‘ offer on Men‘s T-Shirts on 
Diwali to boost its sales.   You are required to advise the company on the availability of ITC in respect of inward supplies used in relation 
to such supply.  (ICAI Study Mat.) 
Answer:- It may appear at first glance that in case of offers like ―Buy One, Get One Free‖, one item is being ―supplied free of cost‖ 
without any consideration. 
As per clause (a) of section 7(1) read with clause (c) thereof, goods or services which are supplied free of cost (without any 
consideration) shall not be treated as supply except in case of activities mentioned in Schedule I. 
Circular No. 92/11/2019 GST dated 28.03.2019 has clarified the entitlement of ITC in the hands of supplier in respect of sales 
promotional scheme like ‗buy one get one free‘. Such promotional offers are not individual supplies of free goods, but a case of two or 
more individual supplies where a single price is being charged for the entire supply. It can at best be treated as supplying two 
goods for the price of one. 
Taxability of such supply will be dependent upon as to whether the supply is a composite supply or a mixed supply and the rate of 
tax shall be determined as per the provisions of section 8. 
ITC shall be available to the supplier for the inputs, input services and capital goods used in relation to supply of goods or services or 
both as part of such offers. 
Therefore, the given case is not the case of individual supplies of free goods, but a case of three individual supplies where a single 
price is being charged for the entire supply. Thus, Jumbo Sales Pvt. Ltd. will be entitled to avail ITC on inputs, input services and 
capital goods used in relation to supply of T- Shirts as part of such offer. 
 

MCQ 
Q32. 

Q 1. Guideline Academy organizes parents meeting and provides meal during meeting to students and their parents. The 
supplier of food charged `50000 plus GST 18%, under the category of outdoor catering. Explain Guideline Academy being 

provider of taxable supply of services namely commercial training and coaching services is eligible to avail the credit of GST 
paid on outdoor catering service. 

(a) 9000 (b) No credit available (c) 50% credit (d) None of the above 

Ans -(b) No credit available [ Credit blocked, even though such services are used for business purpose] 

Q 2. Annapoorna caterings supply outdoor catering services to its customers by sub-contracting the same. Sub- contractor 
supplied food items like ice creams, North Indian Meals, South Indian Meals and so on to Annapoorna caterings. Sub 
contractor raised invoice on Annapoorna caterings for supply of outdoor catering services `50000 plus GST 18%. Determine 

credit available 

(a) 9000 (b) No credit available (c) 50% credit (d) None of the above 

Ans -(a) 9000 [Since  inward supply of outdoor catering is used by a registered person for making an outward taxable supply of 
Outdoor Catering ( same category of services)  

Q 3. Sky Ltd. is engaged in supply of transport of passengers by air services. The company avails outdoor catering services 
of M/s Anna Caterers in order to provide food and beverages to the passengers. M/s Anna Caterers raises an invoice on Sky 
Ltd charging GST. 

Sky Ltd. wants to avail the ITC on outdoor catering services supplied by M/s Anna Caterers. Advise. 

(a) credit allowed, Since inward supply of catering service is used by a registered person for outdoor catering services which forms part 
of taxable composite supply of passengers by air services. (b) No credit available (c) 50% credit (d) None of the above 

Ans -(a) credit allowed, Since inward supply of catering service is used by a registered person for outdoor catering services which 
forms part of taxable composite supply of passengers by air services. 

Q 4. Infosys Ltd. being a registered person under GST Law paid insurance premium for its employees along with GST 
thereon. Infosys Ltd. is can avail the ITC of GST paid on insurance premium? 

(a) Credit available (b) No credit available (c) 50% credit (d) None of the above 

Ans -(b) No credit available 

Q 5. M/s MRFL Ltd. being a manufacturer of taxable goods paid general insurance premium to cover loss of stock of finished 
goods. Company wants to avail the GST paid on such premium as input tax credit. (a) Credit available (b) No credit available (c) 
50% credit (d) None of the above 



CA Manoj Batra     137 
 
Ans -(a) 

 

Q48. ABC Co. Ltd., registered under GST, is engaged in the manufacture of heavy machinery. It procured the following items during 
the month of July. 

S. 
No.  

Items  GST paid 
(`) 

(i)  Electrical transformers to be used in the manufacturing process 5,20,000 

(ii)  Trucks used for the transport of raw material  1,00,000 

(iii)  Raw material  2,00,000 

(iv)  Confectionery items. These items were supplied free of cost to the customers in a customer meet organized by 
the company 

25,000 

Determine the amount of ITC available with ABC Co. Ltd., for the month of July by giving necessary explanations for treatment of 
various items. Assume all the conditions necessary for availing the ITC have been fulfilled. [ICAI Study Mat.] 
Answer: 
Computation of ITC available with ABC Co. Ltd. for the month of July 

S. 
No.  

Items  ITC (`) 

(i)  
Electrical transformers [Being goods used in the course or furtherance of business, ITC thereon is available in terms 
of section 16(1)] 

5,20,000 

(ii)  
Trucks used for the transport of raw material [ITC on motor vehicles used for transportation of goods is not blocked 
under section 17(5)(a)] 

1,00,000 

(iii)  
Raw material [Being goods used in the course or furtherance of business, ITC thereon is available in terms of 
section 16(1)] 

2,00,000 

(iv)  
Confectionery items for consumption of customers at customers meet [ITC on food or beverages is specifically 
disallowed unless the same is used for making outward taxable supply of the same category or as an element of the 
taxable composite or mixed supply-Section 17(5)(b)(i)] 

Nil 

 Total ITC  8,20,000 

 
 
 
 
 
Q49. With reference to the provisions of section 17 of the CGST Act, 2017, examine the availability of input tax credit under 
the CGST Act, 2017 in the following independent cases:- 
 

(i) MBF Ltd., an automobile company, has availed works contract service for construction of a foundation on which 
a machinery (to be used in the production process) is to be mounted permanently. 
 

(ii) Shah & Constructions procured cement, paint, iron rods and services of architects and interior designers for 
construction of a commercial complex for one of its clients. 

 

(iii) ABC Ltd. availed maintenance & repair services from ―Jaggi Motors‖ for a truck used for transporting its finished 
goods.   (Question for Practice)/ [RTP Nov 19] 

 
Answer: 
 (i) Section 17(5)(c) of the CGST Act, 2017 blocks input tax credit in respect of works contract services when supplied for construction 
of an immovable property (other than plant and machinery) except where it is an input service for further supply of works contract 
service. 
 
Further, the term ―plant and machinery‖ means apparatus, equipment and machinery fixed to earth by foundation or structural support 
that are used for making outward supply of goods and/or services and includes such foundation or structural support but excludes 
land, building or other civil structures, telecommunication towers, and pipelines laid outside the factory premises. 
 
Thus, in view of the above-mentioned provisions, ITC is available in respect of works contract service availed by MBF Ltd. as the same 
is used for construction of plant and machinery which is not blocked under section 17(5)(c) of the CGST Act, 2017. 
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(ii) Section 17(5)(d) of the CGST Act, 2017 blocks ITC on goods and/or services received by a taxable person for construction of an 
immovable property (other than plant and machinery) on his own account even though such goods and/or services are used in the 
course or furtherance of business. Thus, ITC on goods and/or services used in the construction of an immovable property is blocked 
only in those cases where the taxable person constructs the immovable property for his own use even if the immovable property 
being constructed is used in the course or furtherance of his business. 
 
In the given case, Shah & Constructions has used the goods and services for construction of immovable property for some other 
person and not on its own account. Hence, ITC in this case will be allowed. 
 
(iii) As per section 17(5) of the CGST Act, 2017, ITC is allowed on repair and maintenance services relating to motor vehicles, which 
are eligible for input tax credit. Further, as per section 17(5)(a) ITC is allowed on motor vehicles which are used for transportation of 
goods. 
 
Thus, ITC on maintenance & repair services availed from from ―Jaggi Motors‖ for a truck used for transporting its finished goods is 
allowed to ABC Ltd. 
 
Q50. Krishna Motors is a car dealer selling cars of an international car company. It also provides maintenance and repair 
services of the cars sold by it as also of other cars. It seeks your advice on availability of input tax credit in respect of the 
following expenses incurred by it during the course of its business operations: 
 

(i) Cars purchased from the manufacturer for making further supply of such cars. Two of such cars are destroyed in 
accidents while being used for test drive by potential customers. 

(ii) Works contract services availed for constructing a car shed in its Premises           (Question for Practice)/  (RTP May 
18) 

Answer 
As per section 16(1) of the CGST Act, 2017, every registered person can take credit of input tax charged on any supply of goods or 
services or both to him which are used or intended to be used in the course or furtherance of his business. However, section 17(5) of 
CGST Act, 2017 specifies certain goods and services on which the input tax credit is not available. In the light of the foregoing 
provisions, the availability of input tax credit(ITC) in respect of the various expenses incurred by Krishna Motors is discussed below: 
(i) Section 17(5)(a) specifically blocks ITC on motor vehicles for transportation of passengers having approved seating capacity of not 

more than thirteen persons. However, the same is allowed when the motor vehicles are used, inter alia, for further supply of such 
vehicles. Thus, ITC on cars purchased from the manufacturer for making further supply of such cars will be allowed. However, ITC 
on the cars destroyed in accident will not be allowed as the ITC on goods destroyed for whichever reason is specifically blocked 
under section 17(5)(h) of CGST Act. 

(ii) Section 17(5)(c) specifically blocks ITC on works contract services when supplied for construction of an immovable property (other 
than plant and machinery) except where it is an input service for 

 
Further supply of works contract service. Since, in this case the car shed is not a plant and machinery and the works contract service is 
not used for further supply of works contract service, ITC thereon will not be allowed. 
 
 
Q51. PQR Company Ltd., a registered supplier of Bengaluru (Karnataka), is a manufacturer of goods. The company provides 
the following information pertaining to GST paid on input supplies during the month of April, 20XX: 
 

Sl. 
No. 

Items  
GST paid in 
(`) 

(i)  
Life Insurance premium paid by the company on the life of factory employees as per the policy of the 
company 

1,50,000 

(ii)  Raw materials purchased for which invoice is missing but delivery challan is available. 38,000 

(iii)  Raw materials purchased which are used for zero rated outward supply. 50,000 

(iv)  
Works contractor's service used for repair of factory building which is debited in the profit and loss 
account of company. 

30,000 

(v)  
Company purchased the capital goods for ` 4,00,000 and claimed depreciation of ` 44,800 (@ 10%) on 
the full amount of ` 4,48,000 under Income Tax Act, 1961. 

48,000 
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Other Information:- 
 
(i) In the month of September, 20XX, of previous financial year, PQR Company Ltd. availed input tax credit of` 2,40,000 on 

purchase of raw material which was directly sent to job worker's premises under a challan on 25-09-20XX of the same 
financial year.  The said raw material has not been received back from the Job worker up to 30-04-20XX of the current 
financial year. 
 
(ii) All the above input supplies except (ii) above have been used in the manufacture of taxable goods. 
 
Compute the amount of net input tax credit available for the month of April, 20XX with necessary explanations for your 
conclusion for each item. You may assume that all the other conditions necessary for availing the eligible input tax credits 
have been fulfilled. (Question for Practice)/ 
 
Answer: 
Computation of Input Tax Credit (ITC) available with PQR Ltd. for the month of April, 20XX. 
 

Particulars  ` 
Life Insurance premium paid by the company on the life of factory employees [Note 1] Nil 

Raw materials purchased [Note 2]  Nil 

Raw materials used for zero rated outward supply [Note 3]  50,000 

Work contractor‘s service [Note 4]  30,000 

Capital goods purchased wherein the depreciation is claimed on the tax component [Note 5] Nil 

Total ITC available  80,000 

 
Notes: 
 
(1) ITC on life insurance service is available only when it is obligatory for an employer to provide said services to its employees under 
any law for the time being in force. In the absence of any information, it is assumed that such services are not obligatory for the 
employer in the instant case and thus, the ITC thereon is blocked [Proviso to section 17(5)(b) of the CGST Act, 2017]. 
(2) ITC cannot be taken since invoice is missing and delivery challah is not a valid document to avail ITC [Section 16 of the CGST Act, 
2017] 
(3) ITC can be availed for making zero-rated supplies, notwithstanding that such supply may be an exempt supply – [Section 16 of the 
IGSTAct, 2017] 
 
(4) ITC is blocked on works contract services when supplied for construction of an immovable property. However, ―construction 
―includes only that repairs which are capitalized along with the said immovable property. In this case, since repairs of building is debited 
to P & L Account, the same does not amount to ‗construction‘ and hence ITC thereon is available - [Section 17(5)(c) of the CGST 
Act,2017]. 
 
(5) ITC is not available when depreciation has been claimed on the tax component of the cost of capital goods under the Income-tax 
Act -[Section 16(3) of the CGST Act, 2017] 
(6) The principal is entitled to take ITC of inputs sent for job work even if the said inputs are directly sent to job worker. However, where 
said inputs are not received back by the principal within a period of 1 year of the date of receipt of inputs by the job worker, it shall be 
deemed that such inputs had been supplied by the principal to the job worker on the day when the said inputs were received by the job 
worker –[Section 19 of the CGST Act, 2017]. 
 
Hence, the ITC taken by PQR Company Ltd. in September, 20XX is valid and since 1 year period has yet not lapsed in April, 20XX, 
there will be no tax liability on such inputs. 
 
Q52. Siddhi Ltd. is a registered manufacturer engaged in taxable supply of goods. Siddhi Ltd. purchased the following goods 
during the month of January, 20XX. The following particulars are provided: 
 

S. 
No. 

Particulars  
Input tax 
(`) 

1.  Capital goods purchased on which depreciation has been taken on full value including input tax thereon 15,000 

2.  Goods purchased from Ravi Traders (Invoice of Ravi Traders is received in month of January, 20XX, but 20,000 
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goods were received in month of March, 20XX) 

3.  
Car purchased for making further supply of such car. Such car is destroyed in accident while being used 
for test drive by potential customers 

30,000 

4.  Goods used for setting up telecommunication towers being immovable property 50,000 

5.  
Goods purchased from Pooja Ltd. (Full payment is made by Siddhi Ltd. to Pooja Ltd. against such 
supply, but tax has not been deposited by Pooja Ltd. 

10,000 

6.  Truck purchased for delivery of output goods  80,000 

 
Determine the amount of input tax credit (ITC) available by giving necessary explanations for treatment of various items as 
per the provisions of the CGST Act, 2017. You may assume that all the necessary conditions for availing the ITC have been 
complied with by Siddhi Ltd.  (May 19)/(Question for Practice) 
 
Answer: 
Computation of ITC available with Siddhi Ltd. 

S. 
No. 

Particulars  
Input 
tax (`) 

1.  
Capital goods[Since depreciation has been claimed on the tax component of the value of the capital goods, ITC of 
such tax cannot be availed in terms of section 16 of the CGST Act, 2017.] 

Nil 

2.  
Goods purchased from Ravi Traders [ITC in respect of goods not received cannot be availed (Section 16 of the 
CGST Act, 2017). Since the goods have been received in the month of March20XX, ITC thereon can be availed in 
March 20XX and not January 20XX even though the invoice for the same has been received in January 20XX] 

Nil 

3.  
Cars purchased for making further supply [Though ITC on motor vehicles used for further supply of such vehicles is 
not blocked, ITC on goods destroyed for whichever reason is blocked (Section 17(5) of the CGST Act, 2017).] 

Nil 

4.  
Goods used for setting telecommunication towers [ITC on goods used by a taxable person for construction of 
immovable property on his own account is blocked even when such goods are used in the course or furtherance of 
business (Section 17of the CGST Act, 2017).] 

Nil 

5.  
Goods purchased from Pooja Ltd.[ITC can be claimed provisionally in January 20XX since all the conditions 
necessary for availing the same have been complied with (Section 16 of the CGST Act, 2017).However, the claim 
will get confirmed only when theta charged in respect of such supply has been actually paid to the Government.] 

10,000 

6.  
Trucks purchased for delivery of output goods  [ITC on motor vehicles used for transportation of goods is not 
blocked (Section 17(5) of the CGST Act, 2017).] 

80,000 

 Total ITC available with Siddhi Ltd.  90,000 

 
Note: The above answer is based on the assumption that the ITC available is to be computed for the month of January, 20XX. 
However, since the question does not specify the period for which ITC available is to be computed, the question may also be answered 
without referring to any particular period. 
 

COMPUTATION OF GST LIABILITY 
 
 Q53. :- M/s XYZ, a registered supplier, supplies the following goods and services for construction of buildings and 
complexes -  

- excavators for required period at a per hour rate  

- manpower for operation of the excavators at a per day rate  

- soil-testing and seismic evaluation at a per sample rate.  
          The excavators are invariably hired out along with operators.  Similarly, excavator operators are supplied only when the 

excavator is hired out.   
 M/s XYZ receives the following services:  

- Maintenance services for excavators;  

- Health insurance for operators of the excavators;  

- Scientific and technical consultancy for soil testing and seismic evaluation.  
 For a given month, the receipts (exclusive of GST) of M/s XYZ are as follows:  

- Hire charges for excavators - ` 18,00,000   

- Service charges for supply of manpower for operation of the excavator - ` 20,000   

- Service charges for soil testing and seismic evaluation at three sites -  ` 2,50,000  
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  The GST paid during the said month on services received by M/s XYZ is as follows:  

- Maintenance for excavators - ` 1,00,000   

- Health insurance for excavator operators - ` 11,000  

- Scientific and technical consultancy for soil testing and seismic evaluation - ` 1,00,000  
           Compute the net GST payable by M/s XYZ from Electronic Cash Ledger for the given month.  

 Assume the rates of GST to be as under:  
  Hiring out of excavators – 12%  
 Supply of manpower services and soil-testing and seismic evaluation   
services – 18%  
 (Ignore CGST, SGST or IGST for the sake of simplicity).   
Note: - Opening balance of ITC of GST is nil. (ICAI Study Mat.)/ (RTP May 18) (Mock Test April 18/19) 
 
Answer:-        
Computation of net GST payable by M/s XYZ  

Particulars              GST payable (`)  

Gross GST liability [Refer Working Note 1 below]  2,63,400  

Less: ITC [Refer Working Note 2 below]  2,00,000  

Net GST payable from Electronic Cash Ledger  63,400  

  Working Notes  
 (1)  Computation of gross GST liability  

Particulars  Value received  
(`)  

Rate of 
GST  

GST payable  
(`)  

Hiring charges for excavators   18,00,000  12%  2,16,000  

Service charges for supply of manpower for 
operation of excavators [Refer Note 1]  

20,000  12%  2,400  

Service charges for soil testing and seismic 
evaluation [Refer Note 2]  

2,50,000  18%  45,000  

Gross GST Liability   2,63,400 

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) wherein the principal supply is the hiring out of the 
excavator.   

 As per section 8(a), 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 hiring 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 ITC available for set off   

Particulars  GST paid  
(`)  

ITC available  
(`)  

Maintenance services for excavators [Refer Note 1]   1,00,000  1,00,000  

Health  insurance  for  excavator  
operators [Refer Note 2]  

11,000  -  

Scientific and technical consultancy  
[Refer Note 1]  

1,00,000  1,00,000  

Total ITC available    2,00,000  

Notes:  

(i) Section 17(5)(d) blocks credit on goods/ 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. XYZ on its own 
account for construction of immovable property instead they are used for outward taxable supply of hiring out of machinery. 
Further, excavators are special purpose vehicles whose credit is not restricted under section 17(5)(a), therefore, ITC on 
maintenance service for excavators shall be allowed.     
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 Therefore, the maintenance service for the excavators does not get covered by the bar under section 17 and the credit thereon will be 

available. The same applies for scientific & technical consultancy for construction projects because in this case 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)(i) allows input tax credit on health insurance only where an inward supply of such services is used by a 
registered person for making an outward taxable supply of the same category of goods or services or both or as an element of 
a taxable composite or mixed supply or where it is obligatory for an employer to provide the same to its employees under any 
law for the time being in force.  

In the given case, it is assumed that it is not obligatory for employer to provide health insurance to its employees under any law for the 
time being in force, therefore the credit thereon will not be allowed. 
 
Q54. V-Supply Pvt. Ltd. is a registered manufacturer of auto parts in Kolkata, West Bengal.  The company has a 
manufacturing facility registered under Factories Act, 1948 in Kolkata.  It procures its inputs indigenously from both 
registered and unregistered suppliers located within as well as outside West Bengal as also imports some raw material from 
China.   
   The company reports the following details for a tax period:  

Payments   (`)  (in lakh)  Receipts  (`)   
(in lakh)  

Raw material   3.5  Sales  15  

Consumables  1.25      

Transportation charges for bringing the raw material to factory  0.70      

Salary paid to employees on rolls  5.0      

Premium paid on life insurance policies taken for specified  
employees   

1.60      

Audit fee  0.50      

Telephone expenses   0.30      

Bank charges  0.10      

All the above amounts are exclusive of all kinds of taxes, wherever applicable. However, the applicable taxes have also been paid by 
the company.   
 Further, following additional details are furnished by the company in respect of the payments and receipts reported by it:  

(i) Raw material amounting to ` 0.80 lakh is procured from Bihar and  ` 1.5 lakh is imported from China.  Basic customs duty of ` 
0.15 lakh, social welfare surcharge of ` 0.015 lakh and integrated tax of ` 0.2997 lakh are paid on the imported raw material.    

 Remaining raw material is procured from suppliers located in West Bengal.  Out of such raw material, raw material worth ` 0.30 lakh is 
procured from unregistered suppliers; the remaining raw material is procured from registered suppliers.    

 Further, raw material worth ` 0.05 lakh purchased from registered supplier located in West Bengal has been destroyed due to seepage 
problem in the factory and thus, could not be used in the manufacturing process.   

(ii) Consumables are procured from registered suppliers located in Kolkata and include diesel worth ` 0.25 lakh for running the 
generator in the factory.   

(iii) Transportation charges comprise of ` 0.60 lakh paid to Goods Transport Agency (GTA) in Kolkata and ` 0.10 lakh paid to horse 
pulled carts.  GST applicable on the services of GTA is 5%.  

(iv) Life insurance policies for specified employees have been taken by the company to fulfill a statutory obligation in this regard.  
The life insurance service provider is registered in West Bengal.   

(v) Audit fee is paid to M/s Goyal & Co., a firm of Chartered Accountants registered in West Bengal, for the statutory audit of the 
preceding financial year.   

(vi) Telephone expenses pertain to bills for landline phone installed at the factory and mobile phones given to employees for official 
use.  The telecom service provider is registered in West Bengal.   

(vii) Bank charges are towards company‘s current account maintained with a Private Sector Bank registered in West Bengal.   

(viii) The breakup of sales is as under:  
   Sales in West Bengal – ` 7 lakh  
   Sales in States other than West Bengal – ` 3 lakh  
   Export under LUT – ` 5 lakh   

(ix) The opening balance of ITC with the company for the tax period is:  
   CGST - ` 0.15 lakh  
   SGST - ` 0.08 lakh  
   IGST - ` 0.09 lakh  
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Compute (i) ITC available with V-Supply Pvt. Ltd. for the tax period; and (ii) Net GST payable [CGST, SGST or IGST, as the 
case may be] from Electronic Cash Ledger by V-Supply Pvt. Ltd. for the tax period.   
Note-  

(i) CGST, SGST & IGST rates to be 9%, 9% and 18% respectively, wherever applicable.   

(ii) The necessary conditions for availing ITC have been complied with by VSupply Pvt. Ltd., wherever applicable.   
You are required to make suitable assumptions, wherever necessary. (ICAI Study Mat.) )/ Mock Test Mar 18)/Oct 18 
Answer:-   
Computation of ITC available with V-Supply Pvt. Ltd. for the tax period   
 

S.  
No.  

Particulars  ITC  

  CGST* `  SGST* ` IGST* ` Total ` 

1.  Opening balance of ITC  15,000 8,000 9,000 32,000 

2.  Raw Material       

 Raw material purchased from 
Bihar [Refer Note 1(i)] 

  14,400 14,400 

 Raw material imported from 
China [Refer Note 1(ii)] 

  29,970 29,970 

 Raw material purchased from 
unregistered suppliers within 
West Bengal [Refer Note 
1(iii)] 

Nil Nil  Nil 

 Raw material destroyed due 
to seepage [Refer Note 1(iv)] 

Nil Nil  Nil 

 Remaining raw material 
purchased from West Bengal 
[Refer Note 1(i)]   
[` 3.5 - ` 1.5 – ` 0.80 – ` 0.30 
– ` 0.05] = ` 0.85] 

7,650 7,650  15,300 

 Total ITC for raw material   7,650 7,650 44,370 59,670 

3. Consumables  [Refer Note 2]  9,000 9,000  18,000 

4. Transportation charges for 
bringing the raw material to 
factory [Refer Note 3]   

1,500 1,500  3,000 

5. Salary paid to employees on 
rolls [Refer Note 4]  

Nil Nil Nil Nil 

6. Premium paid on life 
insurance policies taken for 
specified employees [Refer 
Note 5]  

14,400 14,400 - 28,800 

7. Audit fee [Refer Note 6]  4,500 4,500 - 9,000 

8. Telephone expenses [Refer 
Note 6]  

2,700 2,700  5,400 

9. Bank charges [Refer Note 6]  900 900  1,800 

 Total ITC available for the tax 
period 

55,650 48,650 53,370 1,57,670 

 
Computation of net GST payable  

Particulars  CGST*  
`  

SGST*  
`  

IGST*  
`  

Total  
`  

On Intra-state sales in West Bengal  63,000  63,000    1,26,000  

On Inter-state sales other than West Bengal       54,000  54,000  

On  exports  under LUT  [Note 7]  Nil  Nil  Nil  Nil  

Total output tax liability  63,000  63,000  54,000  1,80,000  

Less: ITC available for being set off [Note 8 and Note 9]  (55,650)  (48,650)  (53,370)  (1,57,670)  
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Net GST payable from Electronic Cash Ledger [A]  7,350  14,350  630  22,330  

GST payable on inward supply of GTA services under reverse 
charge through Electronic Cash Ledger [Note  
3 and 10] [B]  

1,500  1,500    3,000  

Net GST payable through Electronic Cash Ledger [A] + [B]  8,850  15,850  630  25,330  

Notes:  
(1) (i) Credit of input tax (CGST & SGST/ IGST) paid on raw materials used in the course or furtherance of business is available in 

terms of section 16(1).   

(ii) IGST paid on imported goods qualifies as input tax in terms of section 2(62)(a). Therefore, credit of IGST paid on 
imported raw materials used in the course or furtherance of business is available in terms of section 16(1).   

(iii) Tax on intra-State procurements made by a registered person from an unregistered supplier is levied only on notified 
categories of goods and services. [Section 9(4)].  

(iv) ITC is not available on destroyed inputs in terms of section  
17(5)(h).   

2. Consumables, being inputs used in the course or furtherance of business, input tax credit is available on the same in terms of 
section 16(1).  However, levy of CGST on diesel has been deferred till such date as may be notified by the Government on 
recommendations of the GST Council [Section 9(2)].  Hence, there being no levy of GST on diesel, there cannot be any ITC.   

3. In respect of intra-State road transportation of goods undertaken by a  
GTA, who has not paid CGST @ 6%, for any person registered under the GST law, CGST is payable under reverse charge by 
the recipient of service.  The person who pays or is liable to pay freight for the transportation of goods is treated as the person 
who receives the service [Notification No. 13/2017 CT (R) dated 28.06.2017].  Thus, VSupply Pvt. Ltd. will pay GST under 
reverse charge on transportation service received from GTA.   

Further, tax payable under section 9(3) of the CGST/SGST Act qualifies as input tax in terms of clauses (b) and (d) of section 2(62).  
Thus, input tax paid under reverse charge on GTA service will be available as ITC in terms of section 16(1) as the said service is used 
in course or furtherance of business.   
 Furthermore, intra-State services by way of transportation of goods by road except the services of a GTA and a courier agency are 
exempt from CGST vide Notification No. 12/2017 CT (R) dated 28.06.2017.  Therefore,  
since no GST is paid on such services, there cannot be any ITC on such services.   

4. Services by employees to employer in the course of or in relation to his employment is not a supply in terms of section 7 read 
with para 1 of Schedule III to the CGST Act. Therefore, since no GST is paid on such services, there cannot be any ITC on 
such services  

5. ITC on supply of life insurance service is not blocked if it is obligatory for an employer to provide such service to its employees 
under any law for the time being in force. [Proviso to section 17(5)(b)].  Therefore, GST paid on premium for life insurance 
policies will be available as ITC in terms of section 16(1) as the said service is used in the course or furtherance of business.   

6. Audit fee, telephone expenses and bank charges are all services used in the course or furtherance of business and thus, credit 
of input tax paid on such service will be available in terms of section 16(1).   

7. Export of goods is a zero rated supply in terms of section 16(1)(a) of the IGST Act.  A zero rated supply under LUT is made 
without payment of integrated tax [Section 16(3)(a) of the IGST Act].  

8. Since export of goods is a zero rated supply, there will be no apportionment of ITC and full credit will be available [Section 16 of 
the IGST Act read with section 17(2) of the CGST Act].  

9. As per section 49(5) read with rule 88A, ITC of-  

(i) IGST is utilised towards payment of IGST first and then CGST and SGST in any proportion and in any order.   

(ii) CGST is utilised towards payment of CGST and IGST in that order.  ITC of CGST shall be utilized only after ITC of IGST 
has been utilised fully.  

(iii) SGST is utilised towards payment of SGST and IGST in that order.  ITC of SGST shall be utilized only after ITC of IGST 
has been utilised fully.  

10. Section 49(4) lays down that the amount available in the electronic credit ledger may be used for making payment towards 
output tax. However, tax payable under reverse charge is not an output tax in terms of section 2(82).  Therefore, tax payable 
under reverse charge cannot be set off against the ITC and thus, will have to be paid in cash.   

*11. CGST and SGST are chargeable on intra-State inward and outward supplies and IGST is chargeable on inter-State inward and 
outward supplies.  
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Q55. ABC Company Ltd. of Bengaluru is a manufacturer and registered supplier of machine. It has provided the following 
details for the month of November, 20XX. Details of GST paid on inward supplies during the month: 

Items  GST paid 
(Rs) 

Health insurance of factory employees as required by Factory Act  20,000 

Raw materials for which invoice has been received and GST has also been paid for full amount but only 50% of 
material has been received, remaining 50% will be received in next month. 

18,000 

Work contractor‘s service used for installation of plant and machinery.  12,000 

Purchase of manufacturing machine directly sent to job worker‘s premises under challan.  50,000 

Purchase of car used by director for the business meetings only.  25,000 

Outdoor catering service availed for business meetings.  8,000 

ABC Company Ltd. also provides service of hiring of machines along with man power for operation. As per trade practice 
machines are always hired out along with operators and also operators are supplied only when machines are hired out. 
Receipts on outward supply (exclusive of GST) for the month of November, 2019 are as follows: 

Items  Outward Supply (Rs) 

Hiring receipts for machine  5,25,000 

Service charges for supply of man power operators  2,35,000 

Assume all the transactions are inter State and the rates of IGST to be as under: 
(i) Sale of machine 5%    
(ii) Service of hiring of machine 12%   
(iii) Supply of man power operator service 18% 
Compute the amount of input tax credit available and also the net GST payable for the month of November 20XX by giving 
necessary explanations for treatment of various items.  
Note: Opening balance of input tax credit is Nil.      (Mock Test Aug 18) (Sug May 18)/ Question for Practice 
 
Answer: 
Computation of net GST payable by ABC Company Ltd. 

Particulars  GST payable (Rs) 

Gross GST liability [Refer working note (2) below]  91,200 

Less: Input tax credit [Refer working note (1) below]  82,000 

Net GST liability  9,200 

 
Working Notes:  
(1) Computation of Input Tax Credit (ITC) available with ABC Company Ltd. in the month of November 2017 
 
 
 

Particulars  GST (Rs) 

Health insurance of factory employees [Note – 1]  20,000 

Raw material received in factory [Note – 2]  Nil 

Work‘s contractor‘s service used for installation of plant and machinery [Note -3] 12,000 

Manufacturing machinery directly sent to job worker‘s premises under challan [Note -4] 50,000 

Purchase of car used by director for business meetings only [Note -5] Nil 

Outdoor catering service availed for business meetings [Note -6] Nil 

Total ITC available  82,000 

Notes:  
1. ITC of health insurance is available in the given case in terms of proviso to section 17(5)(b) of the CGST Act, 2017 since it is 
obligatory for employer to provide health insurance to its employees under Factory Act -.  
2. Where the goods against an invoice are received in lots/ installments, ITC is allowed upon receipt of the last lot/ installment vide first 
proviso to section 16(2) of the CGST Act, 2017. Therefore, ABC Company Ltd. will be entitled to ITC of raw materials on receipt of 
second installment in December, 20XX.  
3. Section 17(5)(c) of CGST Act, 2017 provides that ITC on works contract services is blocked when supplied for construction  of 
immovable property (other than plant and machinery) except when the same is used for further supply of works contract service.  
Though in this case, the works contract service is not used for supply of works contract service, ITC thereon will be allowed since such 
services are being used for installation of plant and machinery. 
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 4. ITC on capital goods directly sent to job worker‘s premises under challan is allowed in terms of section 19(5) of CGST Act, 2017 
read with rule 45(1) of CGST Rules, 2017. 
5. Section 17(5)(a) of CGST Act, 2017 provides that motor vehicle for transportation of persons having approved seating 
capacity of not more than 13 persons (including the driver), except when they are used for making taxable supply of- 
 
(i) further supply of such vehicles,  
(ii) transportation of passengers, 
 (iii) imparting training on driving, flying, navigating such vehicles and 
 
Since ABC Company Ltd is a supplier of machine and it does not use the car for transportation of goods or any other use as specified, 
ITC thereon will not be available.  
6. Section 17(5)(b)(i) of CGST Act, 2017 provides that ITC on outdoor catering is blocked except where the same is used for making 
further supply of outdoor catering or as an element of a taxable composite or mixed supply. Since ABC Company Ltd is a supplier of 
machine, ITC thereon will not be available.  
(2) Computation of gross GST liability 

Value received (`) Rate of GST GST payable (`) 

Hiring receipts for machine 5,25,000  12%  63,000 

 ervice charges for supply of manpower operators 2,35,000  12%  28,200 

Gross GST liability  
  

91,200 

 
Note: Since machine is always hired out along with operators and operators are supplied only when the machines are hired out, it is a 
case of composite supply, wherein the principal supply is the hiring out of machines [Section 2(30) of the CGST Act, 2017 read with 
section 2(90) of that Act]. Therefore, service of supply of manpower operators will also be taxed at the rate applicable for hiring out of 
machines (principal supply), which is 12%, in terms of section 8(a) of the CGST Act, 2017.  
 
 
 
Q56. Pari Ltd. of Jodhpur (Rajasthan) is a registered manufacturer of cosmetic products. Pari Ltd. has furnished following 
details for the month of April, 20XX: 
 

Particulars  
Rs 

Receipts  
Details of Supplies 

 

(i)  Supplies in Rajasthan  8,75,000 

(ii)  Supplies in States other than Rajasthan  3,75,000 

(iii)  Export under LUT 6,25,000 

 
Payments 

 

 
Raw materials 

 
(i)  Purchased from registered suppliers located in Rajasthan 1,06,250 

(ii)  Purchased from unregistered suppliers located in Rajasthan  37,500 

(iii)  Purchased from Punjab from registered supplier  1,00,000 

(iv)  Integrated tax paid on import from USA  22,732 

 
Consumables purchased from registered suppliers located in Rajasthan including high speed diesel (Excise 
and Vat paid) worth ` 31,250 for running the machinery in the factory 

1,56,250 

 
Monthly rent for the factory building to the owner in Rajasthan 1,00,000 

 
Salary paid to employees on rolls  6,25,000 

 

Premium paid on life insurance policies taken for specified employees. Life insurance policies for specified 
employees have been taken by Pari Ltd. to fulfill a statutory obligation in this regard. The life insurance 
service provider is registered in Rajasthan. 

2,00,000 

All the above amounts are exclusive of all kinds of taxes, wherever applicable. However, the applicable taxes have also been 
paid by Pari Ltd. 

The balance of Input Tax Credit (ITC) with Pari Ltd. as on 1st April, 20XX is  
CGST Rs 20,000 SGST Rs15,000 IGST Rs15,000 
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Assume CGST, SGST and lGST rates to be 9%, 9% and 18% respectively, wherever applicable. Assume that all the other 
necessary conditions to avail the eligible input tax credit have been complied with by Pari Ltd., wherever applicable. Compute 
eligible input tax credit and net GST payable (CGST and SGST or IGST as the case may be) by Pari Ltd. for the month of April, 
20XX.   (Question for Practice)/ 
 
Answer: 
Computation of eligible input tax credit available with Pari Ltd. in the month of April, 20XX  COMPUTATION OF GST LIABILITY 

S. No. Particulars Eligible input tax credit 

CGST `  CGST SGST  IGST  

1.  Raw Material:  
  

 
Purchased from local registered suppliers [Note 1(i)] (Rs 1,06,250 x 9%) 9,562.50  9,562.50 

 

 
Purchased from local unregistered suppliers [Note 1(ii)] Nil  Nil 

 

 
Purchased from Punjab from registered supplier [Note 1(i)] (` 1,00,000 x 18%)  

 
18,000 

 
Raw material imported from USA [Note 1(iii)]   

 
22,732 

2.  Consumables [Note 2] [(1,56,250-31,250) x 9%] 11,250  11,250 
 

3.  Monthly rent for the factory building to the owner in Rajasthan [Note 3] 9,000  9,000 
 

4.  Salary paid to employees on rolls [Note 4]  Nil  Nil  Nil 

 

5.  
Premium paid on life insurance policies taken for specified employees [Note 5] 
(` 2,00,000 x 9%) 

18,000  18,000  - 

Total  47,812.50  47,812.50  40,732 

Add: Opening balance of ITC on 01.04.20XX  20,000  15,000  15,000 

Eligible ITC [Note 7]  67,812.50  62,812.50  55,732 

 
 
 
 
Computation of net GST payable for the month of April, 20XX 
 

Particulars  CGST ` SGST Rs IGST ` 

Intra-State supply  78,750  78,750 
 

Inter-State supply  67,500 
  

Exports under LUT [Note 6]  Nil  Nil  Nil 

Total output tax liability  78,750  78,750  67,500 

Less: Eligible ITC  67,812.50  62,812.50  55,732 

Net GST payable  10,937.50  15,937.50  11,768 

Notes: 
1.  
(i) Credit of input tax (CGST & SGST/ IGST) paid on raw materials used in the course or furtherance of business is available in 
terms of section 16 of the CGST Act.  
(ii) Tax on procurements made by a registered person from an unregistered supplier is levied only in case of notified goods and 
services in terms of section 9(4). Therefore, since no GST is paid on such raw material purchased, there does not arise any 
question of input tax credit (ITC) on such raw material.  
(iii) IGST paid on imported goods qualifies as input tax in terms of section 2(62) of CGST Act, 2017. Therefore, credit of IGST 
paid on imported raw materials used in the course or furtherance of business is available in terms of section 16 of the CGST 
Act.  
2. ITC on consumables, being inputs used in the course or furtherance of business, is available. However, since levy of GST on 
high speed diesel has been deferred till a date to be notified by Government, there cannot be any ITC of the same.  
3. ITC on monthly rent is available as the said service is used in the course or furtherance of business 

 
4. Services by employees to employer in the course of or in relation to his employment is not a supply in terms of section 7 read with  
Schedule III to the CGST Act. Therefore, since no GST is paid on such services, there cannot be any ITC on such services. 
 5. ITC on life insurance service is available if the same is obligatory for an employer to provide to its employees under any law for the 
time being in force as per proviso to section 17(5)(b).  
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6. Export of goods is a zero rated supply in terms of section 16(1)(a) of the IGST Act. A zero rated supply under bond is made without 
payment of IGST in terms of section 16(3)(a).  
7. Since export of goods is a zero rated supply, there will be no apportionment of ITC and full credit will be available as per section 
17(2). 
 
 
Q57. Flow chem Palanpur (Gujrat) has entered in to contract with R refinery , Abu Road (Rajasthan) on 1st July ,20XX to 
supply 10 valves on FOR basis for its Project , with following term and condition: 
(1) List price per valve is Rs 1,00,000, exclusive of taxes. 
(2) The valves go through two stage third party inspection during manufacturing, as required by R Refinery. Cost of 
inspection of ` 15,000 is directly paid by R Refinery to testing agency.  
(3) A special packing is to be done, as required by R Refinery. Cost of special packing is ` 10,000.  

(4) After making supply of valves, Flowchem has to arrange for erection and testing at the site for commissioning. Cost of 
erection etc. is of ` 15,000.  
(5) The goods were dispatched with tax invoice on 20thJuly, 20XX and they reached the destination at Abu-Road on 21stJuly, 
20XX. The lorry freight of` 5,000 has been paid by R Refinery directly to lorry driver.  
 
Assume the CGST and SGST rates to be 9% each and IGST rate to be 18%. Opening ITC of CGST is ` 20,000 and SGST is ` 

20,000. All the given amounts are exclusive of GST, wherever applicable.  
It has also undertaken following local transactions during the month of July, 20XX on which it has paid CGST and SGST as 
under: 

S. 
No.  

Particulars  
Amount paid 
CGST (Rs) 

Amount paid 
SGST (Rs) 

1.  
It has availed services of works contractor to erect foundation for fixing the machinery 
to earth in the factory. 

5,000  5,000 

2.  
It has laid pipe line upto the gate of its factory to bring the water to the factory for the 
purpose of production facility. 

10,000  10,000 

3.  
For the purpose of smooth and convenient communication in its factory, it has installed 
telecommunication tower of a mobile company (with due permission), the mobile 
phones of which have been provided to staff for factory work. 

5,000  5,000 

4.  
It has entered into an agreement with a travel company to provide home travel facility to 
its employees when they are on leave. 

2,500  2,500 

5.  
It has entered into an agreement with a fitness centre to provide wellness services to its 
employees after office hours 

2,000  2,000 

Work out the GST liability [CGST& SGST or IGST, as the case may be] of Flowchem Palanpur (Gujarat) for July, 20XX after 
making suitable assumptions, if any.    (Question for Practice)/ (May 19) 
 
 
Answer: 
Computation of GST liability of Flowchem, Palanpur (Gujarat) for July 20XX 

Particulars  CGST @ 9% (`) SGST @ 9% (`) IGST @ 18% (`) 

Output tax liability [Working Note 1]  
  

1,88,100 

Less: ITC available for set off [Working Note 2] 25,000  25,000 
 

   
(25,000) CGST 

   
(25,000) SGST 

Net GST liability payable in cash    1,38,100 

 Working Note 1 - Computation of output tax liability of Flowchem for July 20XX 

Particulars  Amount (Rs) 

List price of 10 valves (` 1,00,000 x 10)1  10,00,000 

Add: Amount paid by R Refinery to testing agency [Note 1]  15,000 

Add: Special packing [Note 2]  10,000 

Add: Erection and testing at site [Note 2]  15,000 

Add: Freight [Note 3]  5,000 

Value of taxable supply  10,45,000 

IGST @ 18% [Note 4]  1,88,100 
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Notes:  
(1) As per section 15(2) of the CGST Act, 2017, any amount that the supplier is liable to pay in relation to a supply but which has been 
incurred by the recipient of the supply and not included in the price actually paid or payable for the goods shall be included in the value 
of supply. Assuming that in the given case, arranging inspection was the liability of the supplier, the same should be included in the 
value of supply charges for the same, however, have been paid directly to the third party service provider by the recipient. Therefore, 
the value shall be included in taxable value.  
(2) As per section 15(2) of the CGST Act, 2017, 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 shall be included in the value of supply.  
(3) As per section 15(2) of the CGST Act, 2017, any amount that the supplier is liable to pay in relation to a supply but which has been 
incurred by the recipient of the supply and not included in the price 1 
 
 (It has been assumed that the charges for inspection, special packing, erection and freight are in respect of 10 valves.  ) 
COMPUTATION OF GST LIABILITY ) 
 Actually paid or payable for the goods shall be included in the value of supply.  
Since, in the given case, the supply contract is on FOR basis, payment of freight is the liability of supplier but the same has been paid 
by the recipient and thus, should be included in the value of supply. 
 (4) As per section 10(1) of the IGST Act, 2017, where the supply involves movement of goods, the place of supply is the location of the 
goods at the time at which the movement of goods terminates for delivery to the recipient, which in the given case is Abu Road 
(Rajasthan). Since the location of the supplier (Gujarat) and the place of supply (Rajasthan) are in two different States, the supply is an 
inter-State supply liable to IGST.  
 
Working Note 2 - Computation of ITC available with Flowchem for the month of July 20XX 

Particulars  
CGST 
(Rs)  

SGST 
(Rs) 

Opening input tax credit  20,000  20,000 

Works contract services availed for erecting foundation for fixing the machinery to the earth in the factory 
[Note 1] 

5,000  5,000 

Laying of pipe line upto the gate of factory [Note 2]  Nil  Nil 

Installation of telecommunication towers [Note 2]  Nil  Nil 

Services of travel company to provide home travel facility to employees Note 3] Nil  Nil 

Services of fitness centre to provide wellness services to employees [Note 3]  Nil  Nil 

Total ITC  25,000  25,000 

Notes:  
(1) As per section 17(5) of the CGST Act, 2017, ITC on works contract services when supplied for construction of an immovable 
property (other than plant and machinery) except where it is an input service for further supply of works contract service, is blocked. 
Further, plant and machinery includes foundation and structural supports used to fix the machinery to earth.  
(2) As per section 17(5) of the CGST Act, 2017, ITC on goods and/ or services received by a taxable person for construction of an 
immovable property (other than plant or machinery) on his own account including when such and/ or services are used in course/ 
furtherance of business, is blocked. However, plant and machinery excludes pipelines laid outside the factory premises and 
telecommunication towers.  
(3) As per section 17(5) of the CGST Act, 2017, ITC on travel benefits extended to employees on home travel concession and 

membership of health and fitness centre is blocked unless it is obligatory for an employer to provide the same to its employees under 

any law for the time being in force. 
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Question 1  
MS Ltd. is a GST registered company. During the month of October, 2020, the company has undertaken the following transactions and 
wants you to work out the GST output liability, admissible input tax credit and the amount that will have to be paid in cash by the 
company to the Government before taking you as a Manager in the company. There is no carry forward amount in respect of any of the 
items to be considered for the purpose of calculations other than what is mentioned specifically below.  
Rate of IGST can be taken as 18%, CGST 9% and SGST 9% on all goods and services except GTA service/transportation service and 
restaurant service for which CGST and SGST rate would be 2.50% each and IGST rate would be 5%. The amounts indicated for all the 
items are without including the CGST and SGST or IGST element. Whether a supply attracts IGST or CGST/SGST has to be 
determined on the basis of details given.  

The company has indicated to you that the GST liability for October, 2020 for their main product alone is ` 54 lakh of CGST and SGST 

each and ` 72 lakh IGST and the eligible credit on the inputs and input services for October, 2020 is ` 1.45 crore IGST and ` 20 lakh 

each towards CGST and SGST which can be straightaway taken for calculations.  
Company has provided you the other details which is not part of the above as under:  

S.No.  Details of the transaction  

i.  During the month of October 2020, the company offered a special discount of 25% on a product, the sale of which it 
intended to discontinue from 1st December 2020 onwards and issued credit notes to the dealers. This product was lying in 
stock with the dealers and the discount offered to the customers was borne by the company by issuing the credit note. The 

amount reimbursed to the dealers for the discounts given to the customers in the month of October 2020 was ` 36,00,000 

in the course of inter-State.  

ii.  The company sold a van used for personal transport by auction. The van had been purchased at ` 3,20,000. The 

depreciated value at the time of sale was ` 1,40,000. No GST credit was taken. The van was sold for an amount of ` 

1,50,000 during the month of October 2020 in the course of intra-State.  

iii.  The company has a policy of raising invoices separately towards transportation cost of their products on their dealers at 
the time of invoicing for the products sold to them. The company is collecting GST at 5% on all transactions and the 
amount is collected as a percentage of the value of the goods supplied irrespective of the distance involved.  The amount 

collected during the month of October 2020 towards transportation in intra-State transaction is ` 6 lakh and inter-State 

transactions is  ` 4 lakh.  

iv.  The security establishment of the company caught an employee who had stolen bearings of value ` 2.50 lakh during the 

month of October 2020.  Bearings could not be recovered. But the company successfully recovered the cost from the 

employee. IGST credit of ` 45,000 had been taken by the company on these bearings.  

v.  The company supplies food and beverages to the employees and all the items are priced at 10% of the actual cost to the 

company. During the month of October, 2020, the company had charged ` 50,000 to the employees. Assume that it is 

intra-State transaction.  

vi.  During the month of October, 2020, the company purchased 10 mobile phones in its name and distributed to the 

employees to enable them to perform their duties more efficiently for the company. Total price of the phones was ` 

1,20,000. At the end of the month, company sold these mobiles to employees and company recovered only ` 20,000 from 

the employees.  
Assume that it is intra-State transaction.  

vii.  The company's registered office is located in a building which belongs to the local Municipality. The monthly rent is ` 1.50 

lakh.  

viii  The whole-time director of the company was paid a salary of ` 5 lakh during the month.  He was also paid ` 20,000 

towards sitting fees for his participation in the meeting.  

Give. a brief note to support your treatment for the items wherever required.  
Note: Company wants to pay minimum amount of SGST as far as possible.  (14 Marks)  
 
 
 
 
 
Answer   

Computation of output GST liability of MS Ltd. for October 2020  

Particulars  CGST   
(` in lakh)  

SGST  
(` in lakh)  

IGST  
(` in 
lakh)  

GST liability for main product  54  54  72  
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After-sales discount on a product  
[In the given case, discount given after effecting the supply is not in terms of an agreement that 
existed  

Nil  Nil    

at the time of supply.  Therefore, discount is not allowed as deduction from value of supply.]     

Sale of van used for personal transport by auction 3  0.135  
[1.5 × 9%]  

0.135  
[1.5 × 9%]  

  

Transportation cost charged on the product  
[Supply of goods and transport service is a composite supply as the transportation cost is 
charged at a flat rate from all customers irrespective of the distance involved.  
Therefore, rate of principal supply (product) viz. 9% CGST and SGST each is charged on 
intra-State supply and 18% IGST is charged on inter-State supply.]  

0.54  
[6 × 9%]  

0.54  
[6 × 9%]  

0.72  
[4 × 

18%]  

Food and beverages supplied to the employees  
[Goods being provided to the related person (employees), open market value of the same 
[actual cost (50,000×100/10)] has been considered as value.  CGST & SGST @ 9% each is 
payable on food items.]  

0.45  
[5.0×9%]  

0.45  
[5.0×9%]  

  

Supply of mobile phones to employees 4 
[Supply being made to the related person (employees), open market value5 of the same has 
been considered as value.]  

0.108  
[1.20×9%]  

0.108  
[1.20×9%]  

  

Total output tax liability  55.233  55.233  72.72  

Less: ITC set off [Refer working note (1) below]  
[IGST credit is first utilized for payment of IGST liability and then for payment SGST 
liability followed by CGST liability since the SGST liability is to be kept at minimum.]  

(16.597)  (55.233)  (72.72)  

After exhausting IGST credit, CGST and SGST credit is to be utilized.  ITC of CGST 
cannot be utilized for payment of SGST and vice versa.  

(20.261)      

GST payable in cash [A]  18.375  Nil  Nil  

GST under reverse charge payable in cash [Refer working note (2) below] [B]  
[Tax payable under reverse charge, being not an output tax, cannot be set off against ITC and 
thus, will have to be paid in cash.]  

0.153  0.153    

Total GST payable in cash = [A]+ [B]  18.528  0.153    

Working notes:   
(1)  Computation of ITC available with MS Ltd. for October 2020  

Particulars  CGST   
(` in 

lakh)  

SGST  
(` in 

lakh)  

IGST  
(` in 

lakh)  

Eligible credit on inputs and input services for the month  20  20  145  

Ball bearings stolen   
[ITC on stolen goods is blocked.  Hence, ITC taken on stolen ball bearings needs to be 
reversed.]  

    (0.45)  

Mobile phones purchased for employees  
[ITC of goods used in course or furtherance of business is allowed.]  

0.108  
[1.2 × 9%]  

  

0.108  
[1.2 × 9%]  

  

  

Rent paid to Municipality  0.135  
[1.5 × 9%]  

0.135  
[1.5 × 9%]  

  

Sitting fee paid to whole time director  0.018  
[0.20 × 
9%]  

0.018  
[0.20 × 
9%]  

  

Total  20.261  20.261  144.55  

(2)  Tax payable under reverse charge  

Particulars  CGST   
(` in 
lakh)  

SGST  
(` in 
lakh)  

IGST  
(` in 
lakh)  

Rent paid to Municipality  
[Tax on renting of immovable property services supplied by local authority to a registered person is  
payable under reverse charge.]  

0.135  
[1.5 × 
9%]  

0.135  
[1.5 × 
9%]  
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Sitting fee paid to whole time director  
[Services provided by employee to employer in the course of his employment are not a supply.  
Hence, salary paid to director is not taxable.  However, sitting fee is a consideration for the services 
provided beyond course of employment and hence,  

0.018  
[0.20 × 
9%]  

0.018  
[0.20 × 

9%]  

  

is taxable.  Further, tax on sitting fee paid to director is payable under reverse charge.]     

Total tax payable under reverse charge   0.153  0.153    
Note: In the above question, “…………GST at 5% on all transactions and the amount is collected as a percentage of the value……………” may be 
read as “…………GST at 5% on all transactions.  The transportation cost is collected as a percentage of the value……………”.  
 
 
 

 
3 The value of supply as well as applicable rate of tax to be paid in case of old and used motor vehicles can also be 

determined in terms of Notification No 8/2018 CT (R) dated 25.01.2018. 
4
 It has been assumed that selling of mobile phones to employees at reduced rates does not form part of the 

employment contract. Further, mobile phones have been considered as inputs.  However, it is also possible to 

consider mobile phones as capital goods.  Since in the given case mobile phones (capital goods) are being 
removed after being used, a specified ‘amount’ determined in terms of section 18(6) of the CGST Act, 2017 shall 

be payable.  
5 Since mobile phones have been considered as inputs, purchase price of ` 1,20,000 for the mobile phones has been 

considered as its open market value. 
 

RTP May 21: Paridhi Ltd. is a registered manufacturer engaged in taxable supply of goods. Paridhi Ltd.  

purchased the following goods during the month of January and provided the following information:   

  

S. 
No.  

Particulars  GST paid  
(₹)  

1.  Capital goods purchased on which depreciation has been taken on full value 
including input tax thereon  

15,000  

2.  Goods purchased from Rupesh Enterprises   

(Rupesh Enterprises sent the invoice in the month of January, but goods were 
received in month of April)  

20,000  

3.  Car purchased for making further supply of such car. Such car is destroyed in 
accident while being used for test drive by potential customers  

30,000  

4.  Goods used for setting up telecommunication towers being immovable property  50,000  

5.  Goods purchased from Sumo Ltd.   

(Full payment has been made by Paridhi Ltd. to Sumo Ltd. against such supply, but 
tax has been deposited by Sumo Ltd. in April)  

10,000  

6.  Truck purchased for delivery of output goods  80,000  

Determine the amount of input tax credit (ITC) available to Paridhi Ltd. while filing  GSTR-3B for the month of 

January by giving necessary explanations for treatment of various items as per the provisions of the CGST Act, 

2017. You may assume that all the necessary conditions for availing the ITC have been complied with by 

Paridhi Ltd.  

Answer:- Computation of ITC available with Paridhi Ltd. in January 
 

S. 

No. 

Particulars Amount 
(₹) 

1. Capital goods 
[Since depreciation has been claimed on the tax component of the value of the capital 
goods, ITC of such tax cannot be availed in terms of section 16 of the CGST Act, 2017.] 

Nil 

2. Goods purchased from Rupesh Enterprises 
[ITC in respect of goods not received cannot be availed (Section 16 of the CGST Act, 2017). 
Since the goods have been received in the month of April, ITC thereon can be availed in April 

Nil 
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and not January even though the invoice for the same has been received in January.] 

3. Cars purchased for making further supply 
[Though ITC on motor vehicles used for further supply of such vehicles is not blocked, ITC on 
goods destroyed for whichever reason is blocked (Section 17(5) of the CGST Act, 2017).] 

Nil 

4. Goods used for setting telecommunication towers 
[ITC on goods used by a taxable person for construction of immovable property on his own 
account is blocked even when such goods are used in the course or furtherance of business 
(Section 17 of the CGST Act, 2017).] 

Nil 

5. Goods purchased from Sumo Ltd. 
[ITC can be claimed provisionally in January since all the conditions necessary for availing 
the same have been complied with (Section 16 of the CGST Act, 2017).   However, the 
claim will get confirmed only when the tax charged in respect of such supply has been 
actually paid to the Government.] 

10,000 

6. Trucks purchased for delivery of output goods 

[ITC on motor vehicles used for transportation of goods is not blocked (Section 17(5) of 
the CGST Act, 2017).] 

80,000 

 Total ITC available with Paridhi Ltd. 90,000 

 

(CA Final Jan 21): Question 4(a) 
(a) ABC Ltd., a registered supplier, is engaged in the manufacture of dyeing machines. The company provides the following information pertaining 

to GST paid on the purchases made/input services availed by it during the month of September 2020 :  

  Particulars  GST Paid   
`  

(i)  Purchase of 10 apple i-pads which were given as gift to employees  1,85,000  

(ii)  Payment for club membership availed by employees as per terms of employment  90,000  

(iii)  Purchase of maxi cab for transport of its employees to and from home to office  70,000  

(iv)  Purchase of calendars and diaries for distribution as new year compliments to customers and distributors  25,000  

(v)  Works contract services availed for erection and installation of RO treatment plant in factory  35,000  

Determine the amount of ITC available to ABC Ltd. for the month of September, 2020 by giving necessary explanations for treatment of various 
items. None of expenses incurred for staff was under statutory obligation and seating capacity of the maxi cab was 13 excluding driver.  
Subject to the information given above, all the conditions necessary for availing the ITC have been fulfilled.  (5 Marks)  

 
Answer   

(a)  Computation of ITC available with ABC Ltd. for the month of September, 2020  

Particulars  GST 
paid  

(`)  

Apple i-pads given as gifts to the employees   
[ITC in respect of goods that are disposed of by way of gifts is blocked.]  

Nil  

Club membership availed by employees   
[ITC on membership of a club is blocked as ABC Ltd. is not under any statutory obligation to provide the same to its employees.]  

Nil  

Maxi cab for transport of employees  
[ITC on motor vehicles for transportation of persons with seating capacity of more than (or exceeding) 13 persons (including the 
driver) used for any purpose, is allowed.]  

70,000  

Calendars and diaries for distribution as compliments to customers and distributors   
[ITC in respect of goods that are disposed of by way of gifts is blocked.]  

Nil   

Works contract services for erection and installation of RO treatment plant in factory8  
[ITC on works contract service used for construction of a plant and machinery fixed to earth by foundation or structural support is 
allowed.]  

35,000  

Total ITC available   1,05,000  

 

 

 

                                                           
8
 It has been logically assumed that the RO treatment plant installed in the factory is to be used for making outward supply 

of dyeing machines.  
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Restriction of ITC in proportion of (i) taxable supplies (ii) business purposes [Sub-sections (1) and (2) of section 17] 
 

Apportionment of ITC [Sub-sections (1) and (2) of section 17 read with rule 42 and rule 43 of CGST Rules] 
 
 

Methodology of apportionment of credit of input & capital goods and reversal thereof [Rule 42 & 43 of the CGST Rules] 
 

(CA Final Nov 20): Question 1 
Mr. Rishi, a registered supplier under GST in the State of Maharashtra, provides the following information for the month of January 2020:  

SI.  
No.  

Particulars  Amount in ₹  

  OUTWARD SUPPLY:    

(i)  Supplied computers (which were purchased from an unregistered supplier) without any consideration to his 
brother-in-law in Ranchi (market value of supply was ₹ 62,000)  

Nil  

(ii)  Supplied a consignment of 10 laptops to M/s NK & Co. in the State of Maharashtra at the instruction of third 
person being M/s ZX Computers of Tamilnadu.  

6,00,000  

(iii)  Provided stock counting service to M/s XY Impex registered with GST in the State of Gujarat, whereas the 
place where the stock counting was carried out was at the godown located in Mumbai  

80,000  

(iv)  Provided renting service of his service apartment in Mumbai at a daily rent of ₹ 1500 for residential purposes  30,000  

(v)  Recovery agent services provided to Apex Finance Ltd., an NBFC located in Delhi  2,00,000  

(vi)  Advance received during the month for future intra-State supply  9,00,000  

  INWARD SUPPLY:    

(i)  Imported computer accessories from Korea and the goods landed in Mumbai Port and reached at his 
registered premises on 31.01.2020  

5,00,000  

(ii)  Availed GTA services from M/s Speed Trans of Kolkata with regard to transport of traded goods where rate of 
CGST/SGST @ 2.5% each IGST @ 5% was applicable  

1,00,000  

(iii)  Apart from the above, received 15 invoices involving IGST of  ₹ 1,00,000 during the current month  --  

Mr. Rishi provided the following additional information:  

(a) Turnover for the previous financial year was ₹ 21 lakh.  

(b) He had availed services in an inter-State transaction with a taxable value of ₹ 4,00,000 and a tax rate of 18%. This transaction was liable to 
tax under reverse charge.  Payment for the same to the supplier was not made till the current month (overdue for 181 days as at 01.01.2020). 
However, tax due under the said transaction was paid to Government and credit availed in the month of transaction itself.  

(c) Out of the 15 invoices as per above, 12 invoices involving IGST of ₹ 96,000 were uploaded by the suppliers in their GSTR-1 Return. All the 
invoices are eligible for claiming as ITC.  

(d) He had sent goods valued ₹ 1,00,000 to his job worker, in the State of Kerala, who further processed the said goods and made direct supply 
on 31.01.2020 from Kerala to a buyer in the State of Maharashtra.  

(e) Out of advance received for future supply, ₹ 5,00,000 related to supply of goods and the rest related to service.  

(f) Rate of CGST, SGST and IGST are 9%, 9% and 18% respectively for both inward and outward supply of goods and services. Same rate is 
also applicable for inward supplies received, except where otherwise provided.  

(g) All the amounts given are exclusive of taxes wherever applicable.  
From the information given above, you are required to compute the net GST liability payable in cash (CGST and SGST or IGST, as the case may 
be) for the month of January, 2020. Assessee wants to make the cash payment of GST under SGST head as far as possible. (14 Marks)  

Answer  
Computation of net GST payable in cash for the month of January 2020  

S.  
No.   

Particulars  Amount  
(₹)  

CGST (₹)  SGST (₹)  IGST (₹)  

A.   GST liability on outward supply     

(i)  Computers supplied without consideration  
[Not a supply as it is made without consideration and is also 
not covered in Schedule I because computers have been 
supplied to an unrelated person and ITC has also not been 

Nil  -  -  -  
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availed on the same.]  

(ii)  Consignment of laptops supplied at the instruction of third 
person  
[Since supply is a bill to ship to supply where the goods are 
delivered on the direction of a third person-ZX Computers, 
goods are deemed to be received by ZX Computers and thus, 
the place of supply is Tamil Nadu.  Hence, it is an inter-State 
supply.]  

6,00,000      1,08,000  
[6,00,000 × 
18%]  

  

(iii)  Stock counting service to M/s XY Impex of Gujarat [Intra-State 
supply as the place of supply is the location of recipient, viz. 
Mumbai.  Godown at Mumbai being a fixed establishment is the 
location of recipient.]  

80,000  7,200  
[80,000×  

9%]  
  

7,200  
[80,000×  9%]  

  

NIL   
  
  

(iv)  Service apartment rented in Mumbai9  
[Taxable, since the value of supply of the accommodation unit 
exceeds ₹ 1,000 per day.  Intra-State supply since place of 
supply is Maharashtra as property is located in Mumbai.]  

30,000  2,700  
[30,000×  

9%]  
  

2,700  
[30,000×  

9%]  

  

(v)  Recovery  agent  services provided to an NBFC  
[Tax is payable by the NBFC under reverse charge.]  

2,00,000  -  -  -  

(vi)  Advance received for intra- 
State supply [Tax on advance received for supply of goods of ₹ 
5,00,000 will be payable at the time of issuance of invoice.]   

4,00,000  36,000   
[4,00,000× 
9%]  

36,000   
[4,00,000 × 9%]  

  

  

i)  Finished goods sold from the premises of the job worker2 
[Supply of goods by principal from the job worker‘s premises 
is regarded as supply by principal only irrespective of the 
location of job worker. Therefore, since the place of supply is 
the location where movement of goods terminates for delivery 
to recipient, i.e., Maharashtra, it is an intraState supply.]  

1,00,000  9,000  
[1,00,000× 

9%]  

9,000  
[1,00,000×  

9%]  

  

Total tax liability on outward supplies     54,900  54,900   1,08,000  

B.   GST liability on inward supplies under reverse charge     

(i)  GTA services availed from M/s Speed Trans   
[Tax is payable under reverse charge on the GTA services 
received by a registered person and on which tax is payable 
@ 5%.  Further, it is an inter-State supply since supplier is 
located in Kolkata and place of supply is Maharashtra 
(location of registered recipient)]   

1,00,000      5,000  
[1,00,000× 5%]  

C.   Input tax credit           

  Import  of computer  accessories  5,00,000 
3  

    90,000  
[5,00,000×18%]  

2It has been assumed that either Mr. Rishi has declared the job worker‘s place of business / premises as his additional place of business or the job 
worker is registered. Further, it has been assumed that the goods have been sold from the job worker‘s premises at a price of ₹ 1,00,000 itself.  
3 It has been assumed that the value of imported computer accessories is inclusive of basic customs duty and social welfare surcharge and 
consequently, the IGST has been computed on the same.  

 [Input tax, inter alia, includes  
IGST charged on import of goods]  

    

  GTA services availed   1,00,000      5,000  

  IGST on invoices received during the month  
[Full ITC can be claimed on the invoices uploaded by supplier in 
Form GSTR-1.  Further, where invoice has not been uploaded by 
the supplier in its GSTR-1, 5% of the eligible ITC available in 
respect of the uploaded invoices or actual ITC in respect of invoices 
not uploaded, whichever is lower, can be claimed by the recipient, 
[i.e., lower of 5% of ₹ 96,000, or ₹ 4,000]  

      96,000 +  
4,000 =1,00,000  
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  Less: Input tax reversed  
[Outward supply, tax on which is payable under reverse charge is 
considered as exempt supply for the purpose of reversal of ITC.    
= ₹ 1,95,000 x ₹ 2,00,000/  ₹ 19,10,000 (₹ 1,95,000 x turnover of 
exempt supply/  
total turnover)  [The condition for making the payment for the supply 
within 180 days so that the ITC availed does not get added to the 
output tax liability does not apply to reverse charge  supplies. 
 Thus,  ITC  on   ₹ 4,00,000 will not be affected.]   

      (20,419)  

Total ITC available for set off    -  -  1,74,581  

 
 
 D.  

Computation of net GST payable in cash           

Total tax liability on outward supplies     54,900  54,900  1,08,000  

Less: ITC of IGST    (54,900)  (11,681)  (1,08,000)  

Forward charge liability on outward supplies payable in cash after 
set off of ITC  

  -      

Reverse charge liability on inward supplies payable in cash without 
set off of ITC [Tax payable under reverse charge, being not an 
output tax, cannot be set off against ITC and thus, will have to be 
paid in cash.]  

        
 
  

5,000  

Total net GST liability payable in cash10     -  43,219  5,000  

 
 
 

(CA Final Jan 21): Question 1 
 
Cash and Credit Ltd. is registered with GST Department in the State of Maharashtra.  It has its registered office at Mumbai. It is engaged in the 
business of production, manufacture and supply of fresh fruits, vegetables, fresh juices and fruit pulp etc. It has made the following intra-State 
supplies during the month of April, 2020:  

S. No.  Particular  Amount in lakh (`)  

1.  Fresh fruits  1100  

2.  Vegetables  1100  

3.  Fresh juices  2000  

4.  Carbonated fruit drink  200  

GST rate as applicable on above supplies is as follows:  

S. No.  Particular  CGST  SGST  IGST  

1.  Fresh fruits  Nil  Nil  Nil  

2.  Vegetables  Nil  Nil  Nil  

3.  Fresh juices  6%  6%  12%  

4.  Carbonated fruit drink  14%  14%  28%  

Further, for making the supplies of fruit juices, it has used the services of Goods Transport Agency ("GTA") based in Ahmedabad who have charged 
them ` 20 lakh as charges for their services.  Such GTA have not charged any tax on their invoices.  Rate of tax on GTA under reverse charge is 
5%.  
In respect of the above supply, the company has received the following inward supplies:   

S.  
No.  

Particular  Amount of 
purchase   

(` in lakh)  

Amount of input tax 
credit thereon   

(` in lakh)  

      CGST  SGST  IGST  

1.  Fresh fruits for supply  800  Nil  Nil  Nil  

2.  Vegetables for supply  1200  Nil  Nil  Nil  

3.  Fruit pulp used for fruit juice and carbonated 
drink  

200  20  20  Nil  

                                                           
10

 It has been assumed that IGST has been paid on imported goods before January 2020.  Therefore, the same has not 

been considered as being paid in cash in the month of January 2020.  
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4.  Sugar used for fruit juice and carbonated drink  100  6  6  Nil  

5.  Preservatives for fruit juice and carbonated drink  100  Nil  Nil  12  

6.  Water for fruit juice and carbonated drink  20  Nil  Nil  Nil  

7.  Administrative expenses (common)  40  2  2  Nil  

8.  Marketing expenses (common)  50  Nil  Nil  10  

9.  Purchase of machinery (capital goods) for fruit 
drink manufacture  

40  Nil  Nil  8  

10.  Motor vehicle for director official use  100  14  14  Nil  

Compute the output GST liability, available ITC and payment to be made from Electronic Cash and Credit Ledger for the month of April, 2020 
(considering that the entire ITC shall be utilized for payment of tax).  (14 Marks)  
Answer   
Computation of ITC available with Cash and Credit Ltd. for April, 2020  

Particulars  ITC (` in lakh)  

CGST   SGST  IGST  

I. Input tax credit on inputs, input services and capital goods         

Fruit pulp    20  20    

Sugar  6  6    

Preservatives      12  

Administrative expenses  2  2    

Marketing expenses      10  

Transportation charges for supply of fruit juices   
[Tax is payable by Cash and Credit Ltd. @ 5% under reverse charge. Further, it is an inter-State supply since supplier 
is located in Ahmedabad and place of supply is Maharashtra  
(location of registered recipient)]  

      

Machinery      1  

Input tax (CGST & SGST/ IGST) paid on inputs, input services and capital goods used in the manufacture of taxable 
products viz., fresh juices & carbonated fruit drinks is available as input tax credit 

    8  

Motor vehicle  
[ITC on motor vehicle for transportation of persons with seating capacity of up to13 persons is blocked for a supplier 
who is not engaged in further supply of such vehicles, transportation of passengers or imparting training on driving 
such vehicles.]  

-  -    

Total   28  28  31  

II.  Input tax credit to be reversed on inputs and input services        

Common credit of CGST on administrative expenses being used commonly for taxable and exempt products = ` 2 
lakh  
Exempt turnover = ` 2200 lakh; Total turnover = ` 4400 lakh  
Common credit attributable to exempt supply  
` in lakh [2 x 2200/4400] = `1 lakh  
Similar reversal for SGST credit   

(1)  (1)    

Common credit of IGST on marketing expenses being used commonly for taxable and exempt products = `10 lakh; 

Common credit attributable to exempt supply ` in lakh [10 x 2200/4400] = ` 5 lakh  

    (5)  

Total ITC available for set off  27  27  26  

 
Computation of net GST payable for the month of April, 2020  

Particulars  Value11  
`   

[in lakh]  

CGST  
`  

[in 
lakh]  

SGST  
`  

[in 
lakh]  

IGST  
`  

[in 
lakh]  

Intra-State sale of fresh fruits   1100  Nil   Nil   Nil   

Intra-State sale of vegetables   1100  Nil  Nil   Nil   

Intra-State sale of fresh juices  2000  120  120    

Intra-State sale of carbonated fruit drinks   200  28  28    

Total output tax liability    148  148    

Less: Payment from Electronic Credit  
Ledger  

        

IGST credit being set off against SGST liability as it can be set off against CGST and SGST liability in     (26)    

                                                           
11

 It has been assumed that the amounts given hereunder are exclusive of GST.  



CA Manoj Batra     158 
 
any order and in any proportion   

CGST and SGST credit set off against  
CGST and SGST liability respectively  

  (27)  (27)    

Net GST payable from Electronic Cash  
Ledger [A]  

  121  95    

GST payable on inward supply of GTA services under reverse charge through Electronic Cash 
Ledger [B]  
[Tax payable under reverse charge, being not an output tax, cannot be set off against ITC and thus, 
will have to be paid in cash.]  

      1  

Net GST payable through Electronic Cash  
Ledger [A] + [B]  

  121  95  1  

Total GST payable by cash    217  

Note: In the above answer, tax payable from Electronic Cash Ledger has been computed by setting off the IGST credit against SGST liability.  
However, since IGST credit can be set off against CGST and SGST liability in any order and in any proportion, the same can be set off against 
CGST and/or SGST liabilities in different ways as well.  In all such cases, net CGST and net SGST payable from Electronic Cash Ledger will differ 
though the total amount of net GST payable (` 217 lakh) in cash will remain the same.  
 

 

Q70. ‗All-in-One Store‘ is a retail chain of departmental store having presence in almost all metro cities across India.  Both 
exempted as well as taxable goods are sold in such Stores.  The Stores operate in rented properties. All-in-One Stores pay 
GST under regular scheme.  
In Mumbai, the Store operates in a rented complex, a part of which is used by the owner of the Store for personal residential 
purpose.    
 All-in-One Store, Mumbai furnishes following details for a month:  

(i) Aggregate value of various items sold in the Store:  
   Taxable items – ` 42,00,000  
   Items exempted vide a notification – ` 12,00,000  
   Items not leviable to GST – ` 3,00,000  

(ii) Mumbai Store transfers to another All-in-One Store located in Goa certain taxable items for the purpose of 
distributing the same as free samples.  The value declared in the invoice for such items is ` 5,00,000. Such 
items are sold in the Mumbai Store at ` 8,00,000.    

(iii) Aggregate value of various items procured for being sold in the Store:  
   Taxable items – ` 55,00,000  
   Items exempted vide a notification – ` 15,00,000  
   Items not leviable to GST – ` 5,00,000  

(iv) Freight paid to goods transport agency (GTA) for inward transportation of taxable items – ` 1,00,000  

(v) Freight paid to GTA for inward transportation of exempted items –  ` 80,000  

(vi) Freight paid to GTA for inward transportation of non-taxable items -  ` 20,000  

(vii) Monthly rent payable for the complex – ` 5,50,000 (one third of total space available is used for personal 
residential purpose).   

(viii) Activity of packing the items and putting the label of the Store along with the sale price has been 
outsourced.  Amount paid for packing of all the items – ` 2,50,000   

(ix) Salary paid to the regular staff at the Store – ` 2,00,000  

(x) GST paid on inputs used for personal purpose – ` 5,000  

(xi) GST paid on rent a cab services availed for transportation of employees, which is not obligatory under any 
law – ` 4,000    

(xii) GST paid on items given as free samples – ` 4,000  
Given the above available facts, you are required to compute the following:  

A. Input tax credit (ITC) credited to the Electronic Credit Ledger  

B. Common Credit    

C. ITC attributable towards exempt supplies out of common credit  

D. Eligible ITC out of common credit  

E. Net GST payable from Electronic Cash Ledger for the month  Note:   
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(1) Wherever applicable, GST under reverse charge is payable @ 5% by Allin-One Stores.  Rate of GST in all other cases 
is 18% (Ignore CGST, SGST or IGST for the sake of simplicity).    

(2) All the purchases are made from registered suppliers.      

(3) Wherever applicable, the amounts given are exclusive of taxes.    

(4) Subject to the information given above, assume that all the other conditions necessary for availing ITC have been 
fulfilled. (ICAI Study Mat.) 

Answer:-  
Computation of ITC credited to Electronic Credit Ledger  
As per rule 42, the ITC in respect of inputs or input services being partly used for the purposes of business and partly for other 
purposes, or partly used for effecting taxable supplies and partly for effecting exempt supplies, shall be attributed to the purposes of 
business or for effecting taxable supplies.  
ITC credited to the electronic credit ledger of registered person [‗C1‘] is calculated as under-   
C1 = T - (T1+T2+T3)  
Where,   

T  =  Total input tax involved on inputs and input services in a tax period.    

T1  =  Input tax attributable to inputs and input services intended to be used exclusively for non-
business purposes   

T2  =  Input tax attributable to inputs and input services intended to be used exclusively for effecting 
exempt supplies  

T3  =  Input tax in respect of inputs and input services on which credit is blocked under section 17(5)  

 

Computation of total input tax involved [T]  

Particulars  (`)  

GST paid on taxable items [` 55,00,000 x 18%]  9,90,000  

Items exempted vide a notification [Since exempted, no GST is paid]  Nil  

Items not leviable to tax [Since non-taxable, no GST is paid]  Nil  

GST paid under reverse charge on freight paid to GTA for inward transportation of taxable items - 
[` 1,00,000 x 5%]   

5,000  

GST paid under reverse charge on freight paid to GTA for inward transportation of exempted 
items -  
[` 80,000 x 5%]   

4,000  

GST paid under reverse charge on freight paid to GTA for inward transportation of non-taxable 
items -  [` 20,000 x 5%]   

1,000  

GST paid on monthly rent - [` 5,50,000 x 18%]   99,000  

GST paid on packing charges [` 2,50,000 x 18%]  45,000  

Salary paid to staff at the Store  
[Services by an employee to the employer in the course of or in relation to his employment is not 
a supply in terms of para 1 of the Schedule III and hence, no GST is payable thereon].   

Nil  

GST paid on inputs used for personal purpose   5,000  

GST paid on rent a cab services availed for business purpose   4,000  

GST paid on items given as free samples   4,000  

Total input tax involved during the month [T]   11,57,000  

Computation of T1, T2, T3  

Particulars  (`)  

GST paid on monthly rent attributable to personal purposes [1/3 of ` 99,000]   33,000  

GST paid on inputs used for personal purpose  5,000  

Input tax exclusively attributable to non-business purposes [T1]  38,000  

GST paid under reverse charge on freight paid to GTA for inward transportation of exempted 
items 
[As per section 2(47), exempt supply means, inter alia, supply which may be wholly exempt from 
tax by way of a notification issued under section 11.  Hence, input service of inward 
transportation of exempt items is exclusively used for effecting exempt supplies.] 

4,000  
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GST paid under reverse charge on freight paid to GTA for inward transportation of non-taxable 
items  [Exempt supply includes non-taxable supply in terms of section 2(47).  Hence, input 
service of inward transportation of non-taxable items is exclusively used for effecting exempt 
supplies.]  

1,000  

Input tax exclusively attributable to exempt supplies [T2]  5,000  

GST paid on rent a cab services availed for business purpose   
[ITC on rent a cab service is blocked under section 17(5)(b)(i) as the same is not used by All-in-
One Store for providing the rent a cab service or as part of a taxable composite or mixed supply.    

4,000  

GST paid on items given as free samples  [ITC on goods inter alia, disposed of by way of free 
samples is blocked under section 17(5)(h)].  

4,000  

Input tax for which credit is blocked under section 17(5) [T3] **  8,000  

**Since GST paid on inputs used for personal purposes has been considered while computing T1, the same has not been considered 
again in computing T3.  

ITC credited to the electronic credit ledger   
C1 = T - (T1+T2+T3)  
= ` 11,57,000 – (` 38,000 + ` 5,000 + ` 8,000) = ` 11,06,000  

 B.  Computation of Common Credit  
C2 = C1 - T4 where C2 = Common Credit   

T4 = Input tax credit attributable to inputs and input services intended to be used exclusively for effecting taxable supplies  

Computation of T4,  

Particulars  (`)  

GST paid on taxable items   9,90,000  

GST paid under reverse charge on freight paid to GTA for inward transportation of taxable items  5,000  

Input tax exclusively attributable to taxable supplies [T4]  9,95,000  

Common Credit C2 = C1 - T4  
 =` 11,06,000 – ` 9,95,000  
 = ` 1,11,000  

C. Computation of ITC attributable towards exempt supplies out of common credit  
ITC attributable towards exempt supplies is denoted as ‗D1‘ and calculated as-  
D1 = (E ÷ F) x C2 where,  
‗E‘ is the aggregate value of exempt supplies during the tax period, and  
‗F‘ is the total turnover in the State of the registered person during the tax period  
Aggregate value of exempt supplies during the month   
= ` 15,00,000 (` 12,00,000 + `3,00,000)  
Total turnover in the State during the tax period  
= ` 65,00,000 (` 42,00,000 + ` 12,00,000 + `3,00,000 + ` 8,00,000)  
Note:  Transfer of items to Store located in Goa is inter-State supply in terms of section 7 of the IGST Act, 2017 and hence includible 
in the total turnover.  Such supply is to be valued as per rule 28.  However, the value declared in the invoice cannot be adopted as the 
value since the recipient Store at Goa is not entitled for full credit because the goods are to be distributed as free samples, ITC on 
which is blocked. Therefore, open market value of such goods, which is the value of such goods sold in Mumbai Store, is taken as the 
value of items transferred to Goa Store.    
D1 = (15,00,000 ÷ 65,00,000) x 1,11,000  
    = ` 25,615 (rounded off)  

D. Computation of Eligible ITC out of common credit  
Eligible ITC attributed for effecting taxable supplies is denoted as ‗C3‘, where-  
C3 = C2 - D1  
     = ` 1,11,000 - ` 25,615  
     = ` 85,385  

E. Computation of Net GST liability for the month   

Particulars   GST (`)   

GST liability under forward charge     

Taxable items sold in the store [` 42,00,000 x 18%]  7,56,000  

Taxable items transferred to Goa Store [` 8,00,000 x 18%]  1,44,000  

Total output tax liability under forward charge   9,00,000  
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Less: ITC credited to the electronic ledger  10,80,385  

ITC carried forward to the next month   (1,80,385)  

Net GST payable [A]   Nil  

GST liability under reverse charge    

Freight paid to GTA for inward transportation of taxable items [` 1,00,000 x 5%]   5,000  

Freight paid to GTA for inward transportation of exempted items [` 80,000 x 5%]    4,000   

Freight paid to GTA for inward transportation of nontaxable items [` 20,000 x 5%]   1,000  

Total tax liability under reverse charge [B]  10,000  

Net GST liability to be paid in cash [A] + [B]  
As per section 49(4), amount available in the electronic credit ledger may be used for making 
payment towards output tax.  However, tax payable under reverse charge is not an output tax 
in terms of section 2(82).  Therefore, tax payable under reverse charge cannot be set off 
against the ITC and thus, will have to be paid in cash.  

10,000  

Note: While computing net GST liability, ITC credited to the electronic ledger can alternatively be computed as follows:  

Particulars  (`)  

GST paid on taxable items [` 55,00,000 x 18%]  9,90,000  

Items exempted vide a notification [Since exempted, no GST is paid]  Nil  

Items not leviable to tax [Since non-taxable, no GST is paid]  Nil  

GST paid under reverse charge on freight paid to GTA for inward transportation of taxable items [` 
1,00,000 x 5%]   

5,000  

GST paid under reverse charge on freight paid to GTA for inward transportation of exempted items [` 
80,000 x 5%]   
[As per section 2(47), exempt supply means, inter alia, supply which may be wholly exempt from tax 
by way of a notification issued under section 11.  Hence,  

Nil  

input service of inward transportation of exempt items is exclusively used for effecting exempt 
supplies.  Input tax exclusively attributable to exempt supplies is to be excluded]  

 

GST paid under reverse charge on freight paid to GTA for inward transportation of non-taxable items 
[` 20,000 x 5%]   
[Exempt supply includes non-taxable supply in terms of section 2(47). Hence, input service of inward 
transportation of non-taxable items is exclusively used for effecting exempt supplies.  Input tax 
exclusively attributable to exempt supplies is to be excluded]  

Nil  

GST paid on monthly rent – for business purposes   [(` 5,50,000 x 18%) – 1/3 of [(` 5,50,000 x 18%)]  66,000  

GST paid on packing charges [` 2,50,000 x 18%]  45,000  

Salary paid to staff at the Store  
[Services by an employee to the employer in the course of or in relation to his employment is not a 
supply in terms of para 1 of the Schedule III to CGST  
Act and hence, no GST is payable thereon]  

Nil  

GST paid on inputs used for personal purpose   
[ITC on goods or services or both used for personal consumption is blocked under section 17(5)(g)]  

Nil  

GST paid on rent a cab services availed for business purpose   
[ITC on rent a cab service is blocked under section 17(5)(b)(i) as the same is not used by All-in-One 
Store for providing the rent a cab service or as part of a taxable composite or mixed supply.]  

Nil  

GST paid on items given as free samples  Nil  

[ITC on goods inter alia, disposed of by way of free samples is blocked under section 17(5)(h)]   

Total ITC credited to the electronic ledger  11,06,000  

Less: ITC reversal [ITC of common credit, attributable to exempt supplies]  (25,615)  

Net ITC available for credit  10,80,385  
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Q76. Mr. Rajesh Surana has a proprietorship firm in the name of Surana & Sons in Jaipur.  The firm, registered under GST in 
the State of Rajasthan, manufactures three taxable products ‗M‘, ‗N‘ and ‗O‘.  Tax on ‗N‘ is payable under reverse charge.  The 
firm also provides taxable consultancy services.  The firm has provided the following details for a tax period:   

Particulars  (`)  

Turnover of ‗M‘ (excluding export sales)  14,00,000  

Turnover of ‗N‘  6,00,000  

Turnover of ‗O‘ (excluding export sales)  10,00,000  

Export of ‗M‘ with payment of IGST (not eligible to avail benefit of merchant exports under Notification 
No. 41/2017)  

2,50,000  

Export of ‗O‘ under letter of undertaking   10,00,000  

Consultancy services provided to unrelated clients located in foreign countries.  In all cases, the 
consideration has been received in convertible foreign exchange   

20,00,000  

Sale of building (excluding stamp duty of ` 2.50 lakh, being 2% of value) [Entire consideration is 
received post issuance of completion certificate; building was occupied thereafter]   

1,20,00,000  

Interest received on investment in fixed deposits with a bank   4,00,000  

Sale of shares (Purchase price ` 2,40,00,000/-)  2,50,00,000  

Legal services received from an advocate in relation to product ‗M‘  3,50,000  

Common inputs and input services used for supply of goods and services mentioned above [Inputs - ` 
35,00,000; Input services - ` 15,00,000]  

50,00,000  

With the help of the above-mentioned information, compute the net GST liability of Surana & Sons, payable from Electronic 
Credit Ledger and/or Electronic Cash Ledger, as the case may be, for the tax period.  
Note: Assume that rate of GST on goods and services are 12% and 18% respectively (Ignore CGST, SGST or IGST for the sake 
of simplicity). Subject to the information given above, assume that all the other conditions necessary for availing ITC have 
been fulfilled.  Turnover of Surana & Sons was ` 85,00,000 in the previous financial year.  (ICAI Study Mat.)/ Mock Test Mar 18/ 
Mar 19 
Answer:-     
Computation of net GST liability of Surana & Sons for the tax period   
 

Particulars (₹) 

GST payable on outward supply [Refer Working Note 1]   3,18,000  

Less: Input tax credit (ITC) [Refer Working Note 3]  2,78,180  

GST payable from Electronic Cash Ledger [A]  39,820  

Add:  GST payable on legal services under reverse charge [` 3,50,000 X 18%] [B]  63,000  

[Tax on legal services provided by an advocate to a business entity, is payable under reverse charge 
by the business entity in terms of Notification No. 13/2017 CT (R) dated 28.06.2017. Further, such 
services are not eligible for exemption provided under Notification No. 12/2017 CT (R) dated 
28.06.2017 as the turnover of the business entity (Surana & Sons) in the preceding financial year 
exceeds ` 20 lakh.]   

 

Total GST paid from Electronic Cash Ledger [A] + [B]  
[As per section 49(4) amount available in the electronic credit ledger may be used for making payment 
towards output tax. However, tax payable under reverse charge is not an output tax in terms of section 
2(82).  Therefore, input tax credit cannot be used to pay tax payable under reverse charge and thus, 
tax payable under reverse charge will have to be paid in cash.]  

1,02,820 

Working Note 1  
       Computation of GST payable on outward supply  
 

Particulars  Value (`)  GST (`)   

Turnover of ‗M‘ [liable to GST @ 12%]  14,00,000  1,68,000  

Turnover of ‗N‘ [Tax on ‗N‘ is payable under reverse charge by the recipient of such 
goods]  

6,00,000  Nil  

Turnover of ‗O‘ [liable to GST @ 12%]  10,00,000  1,20,000  

Export of ‗M‘ with payment of IGST @ 12%  2,50,000  30,000  

Export of ‗O‘ under letter of undertaking (LUT)   
[Export of goods is a zero rated supply in terms of section 16(1)(a) of the IGST Act, 
2017.  A zero rated supply can be supplied without payment of tax under a LUT in 

10,00,000  Nil  
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terms of section 16(3)(a) of that Act.]   

Consultancy services provided to independent clients located in foreign countries.    20,00,000  Nil  

[The activity is an export of service in terms of section 2(6) of the IGST Act, 2017 
as-  
• the supplier of service is located in India;  
• the recipient of service is located outside India;  
• place of supply of service is outside India (in terms of section 13(2) of the 

IGST Act, 2017);   
• payment for the service has been received in convertible foreign exchange 

or in Indian rupees wherever permitted by the Reserve Bank of India; and  
• supplier of service and recipient of service are not merely establishments of 

distinct person. [Export of services is a zero rated supply in terms of section 
16(1)(a) of the IGST Act, 2017.  A zero rated supply can be supplied without 
payment of tax under a LUT in terms of section 16(3)(a) of that Act.]   

It is assumed that export has been made under LUT  

  

Sale of building   
[Sale of building is neither a supply of goods nor a supply of services in terms of 
para 5 of Schedule III to the CGST Act, provided the entire consideration has 
been received after issue of completion certificate by the competent authority or 
after its occupation, whichever is earlier.  Hence, the same is not liable to GST]  

1,20,00,000 Nil 

Interest received on investment in fixed deposits with a bank   
[Exempt vide Notification No. 12/2017 CT (R) dated 28.06.2017]  

4,00,000 Nil 

Sale of shares   
[Shares are neither goods nor services in terms of section 2(52) and 2(102).  
Hence, sale of shares is neither a supply of goods nor a supply of services and 
hence, is not liable to any tax.] 

2,50,00,000 Nil 

Total GST payable on outward supply    3,18,000 

 
   Working Note 2  
 Computation of common credit attributable to exempt supplies during the tax period   

Particulars  (`)  

Common credit on inputs and input services [Tax on inputs - ` 4,20,000 (` 35,00,000 x 12%) + 
Tax on input services – ` 2,70,000 (` 15,00,000 x 18%)]    

6,90,000  

Common credit attributable to exempt supplies (rounded off)   
 = Common credit on inputs and input services x (Exempt turnover during the period / Total 
turnover during the period)  
 = ` 6,90,000 x ` 1,33,50,000/ ` 1,94,00,000  
Exempt turnover = ` 1,33,50,000 and total turnover = `1,94,00,000 [Refer note below]  

4,74,820  

Note:    
 As per section 17(3), value of exempt supply includes supplies on which the recipient is liable to pay tax on reverse charge basis, 
transactions in securities, sale of land and, subject to clause (b) of paragraph 5 of Schedule II, sale of building.  As per explanation to 
Chapter V of the CGST Rules, the value of exempt supply in respect of land and building is the value adopted for paying stamp duty and 
for security is 1% of the sale value of such security.    
 Further, as per explanation to rule 42, the aggregate value of exempt supplies inter alia excludes the value of services by way of 
accepting deposits, extending loans or advances in so far as the consideration is represented by way of interest or discount, except in 
case of a banking company or a financial institution including a non-banking financial company, engaged in supplying services by way of 
accepting deposits, extending loans or advances.   
 Therefore, value of exempt supply in the given case will be the sum of value of output supply on which tax is payable under reverse 
charge (` 6,00,000), value of sale of building (` 2,50,000 / 2 x 100 = ` 1,25,00,000) and value of sale of shares (1% of ` 2,50,00,000 = ` 
2,50,000), which comes out to be  ` 1,33,50,000.  
 Total turnover = ` 1,94,00,000 (` 14,00,000 + ` 6,00,000 + ` 10,00,000 +  ` 2,50,000 + ` 10,00,000 + ` 20,00,000 + ` 1,25,00,000 + ` 
4,00,000 +  ` 2,50,000)  
  Working Note 3  



CA Manoj Batra     164 
 

Computation of ITC available in the Electronic Credit Ledger of the Surana & Sons for the tax period   

Particulars  (`)  

Common credit on inputs and input services   6,90,000  

Legal services used in the manufacture of taxable product ‗M‘  63,000  

ITC available in the Electronic Credit Ledger   7,53,000  

Less: Common credit attributable to exempt supplies during the tax period [Refer Working 
Note 2]  

4,74,820  

Net ITC available   2,78,180  

 
 
Q77. Vansh Shoppe is a registered supplier of both taxable and exempted goods, registered under GST in the State of 
Rajasthan.  Vansh Shoppe has furnished the following details for a month:   

  Particualrs (`)  

(1)  Details of sales:    

Supply of taxable goods   50,00,000  

Supply of goods not leviable to GST  10,00,000  

(2)  Details of goods purchased for being sold in the shop:    

Taxable goods  45,00,000  

Goods not leviable to GST  4,00,000  

 Details of expenses:     

(3)   Monthly rent payable for the shop   3,50,000  

Telephone expenses paid   
(` 30,000 for land line phone installed at the shop and  
` 20,000 towards mobile phone bills of the employees –  
Mobile phones are given to employees for official use)  

50,000  

Audit fees paid to a Chartered Accountant   
(` 35,000 for filing of income tax return & the statutory audit of preceding financial year 
and ` 25,000 for filing of GST return)   

60,000  

Premium paid on health insurance policies taken for specified employees of the shop as 
per company policy.  

10,000  

Freight paid to goods transport agency (GTA) for inward transportation of goods not 
leviable to GST   

50,000  

Freight paid to goods transport agency (GTA) for inward transportation of taxable goods   1,50,000  

Goods given as free samples (Not included in Taxable goods value of 45,00,000)  5,000  

 All the above amounts are exclusive of all kind of taxes, wherever applicable.   
 All the purchases and sales made by Vansh Shoppe are within Rajasthan.  All the purchases are made from registered 
suppliers.  All the other expenses incurred are also within Rajasthan.   
 Assume, wherever applicable, for purpose of reverse charge payable by Vansh Shoppe, the CGST, SGST and IGST rates as 
2.5%, 2.5% and 5% respectively. CGST, SGST and IGST rates to be 6%, 6% and 12% respectively in all other cases.   
 There is no opening balance in the electronic cash ledger or electronic credit ledger.  Subject to the information given above, 
assume that all the other conditions necessary for availing ITC have been fulfilled.     
 You are required to compute the following:  

(1) Input Tax Credit (ITC) credited to Electronic Credit Ledger   

(2) Common credit available for apportionment  

(3) ITC attributable towards exempt supplies out of common credit   

(4) Net GST payable from Electronic Cash Ledger for the month    (ICAI Study Mat.)/ May 19 
Answer:-  
(1) Computation of ITC credited to Electronic Credit Ledger  
 ITC of input tax attributable to inputs and input services intended to be used for business purposes is credited to the electronic credit 
ledger.  Input tax attributable to inputs and input services intended to be used exclusively for non-business purposes, for effecting 
exclusively exempt supplies and on which credit is blocked under section 17(5) is not credited to electronic credit ledger [Sections 16 
and 17].   
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 In the light of the aforementioned provisions, the ITC credited to electronic credit ledger of Vansh Shoppe is calculated as under:  

Particulars  Amount  (`)  CGST @  6% (`)  SGST @  
6% (`)  

GST paid on taxable goods   45,00,000  2,70,000  2,70,000  

Goods not leviable to GST [Since non-taxable, no 
GST is paid]  

4,00,000  Nil  Nil  

GST paid on monthly rent for shop  3,50,000  21,000  21,000  

GST  paid  on  telephone  expenses   50,000  3,000  3,000  

GST paid on audit fees   60,000  3,600  3,600  

GST paid on premium of health insurance policies 
as per company policy  
[ITC on health insurance service is allowed only if it 
is obligatory for employers to provide such services 
to its employees under any law for the time being in 
force-Proviso to section  
17(5)(b)].   

10,000  Nil  Nil  

Goods given as free samples [ITC on goods 
disposed of by way of free samples is blocked 
under section 17(5)(h)]   

5,000  Nil  Nil  

Particulars  Amount  (`)  CGST @  2.5% (`)  SGST @  2.5% 
(`)  

Freight paid to GTA for inward transportation of non-
taxable goods under reverse charge  
[Since definition of exempt supply under section 2(47) 
specifically includes non- 
taxable supply, the input service of inward 
transportation of non-taxable goods is being exclusively 
used for effecting exempt supplies.]  

50,000  
  

Nil  Nil  

Freight paid to GTA for inward transportation of taxable 
goods under reverse charge  

1,50,000  3,750  3,750  

ITC credited to the electronic ledger    3,01,350  3,01,350  

Less: ITC reversal [ITC out of common credit, 
attributable to  

  (4,600)  (4,600)  

exempt supplies](Refer point no. 2 & 3 below)     

Net ITC available     2,96,750  2,96,750  

(2) Computation of common credit available for apportionment  
 Common Credit = ITC credited to Electronic Credit Ledger – ITC attributable to inputs and input services intended to be used 
exclusively for effecting taxable supplies [Section 17 read with rule 42].  

Particulars  CGST (`)  SGST (`)  

ITC credited to Electronic Credit Ledger  3,01,350  3,01,350  

Less : ITC on taxable goods  2,70,000  2,70,000  

Less: ITC on freight paid to GTA for inward transportation of taxable goods  3,750  3,750  

Common credit  27,600  27,600  

(3) Computation of ITC attributable towards exempt supplies out of common credit  
 ITC attributable towards exempt supplies = Common credit x (Aggregate value of exempt supplies during the tax period/ Total turnover 
during the tax period)[Section 17 read with rule 42].  

Particulars   CGST (`) SGST (`)  

ITC attributable towards exempt supplies   
[` 27,600 x (` 10,00,000/` 60,00,000)] 

4,600  4,600  

(4) Computation of net GST liability for the month   

Particulars   CGST (`)  SGST (`) 

GST liability under forward charge    

Supply of taxable goods [` 50,00,000 x 6%]  3,00,000 3,00,000 
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Total output tax liability under forward charge   3,00,000 3,00,000 

Less: ITC credited to the electronic credit ledger  2,96,750 2,96,750 

Net GST payable [A]   3,250 3,250 

GST liability under reverse charge    

Freight  paid  to  GTA  for inward  transportation of taxable goods   
[` 1,50,000 x 2.5%]   

3,750 3,750 

Freight  paid  to  GTA  for inward  transportation of non-taxable 
goods  [` 50,000 x 2.5%]   

1,250  1,250  

Total tax liability under reverse charge [B]  5,000  5,000  

Net GST liability [A] + [B]  8,250  8,250  

Note: Amount available in the electronic credit ledger may be used for making payment towards output tax [Section 49].  However, 
tax payable under reverse charge is not an output tax in terms of definition of output tax provided under section 2(82).  Therefore, 
tax payable under reverse charge cannot be set off against the input tax credit and thus, will have to be paid in cash. 
 

 

 

Question 14:- KPl Ltd., registered in the State of Himachal Pradesh (HP), has a manufacturing unit at 

Baddi (HP). The company manufactures two products: „Xt‟ and „St‟. While „Xt‟ is taxable, „St‟ is exempt 

from GST. KPI Ltd. has furnished the following details: 

S. No. Particulars IGST (₹) 

(a) Machinery 1 purchased on 1st July for being used in manufacturing Xt and 

St 

72,000 

(b) Machinery 2 purchased on 1st July for being exclusively used in 

manufacturing product Xt 

36,000 

(c) Machinery 3 purchased on 1st July for being exclusively used in 

manufacturing product St 

1,08,000 

(d) Machinery 4 purchased on 1st October last year for being exclusively 

used in manufacturing product St.  From  1st July, such machinery will 

also be used for manufacturing 

product Xt. 

1,44,000 

(e) Machinery 5 purchased on 1st January  for  being  exclusively used in 

manufacturing product Xt.  From  1st July, such machinery will also be 

used for manufacturing 

product St. 

18,000 

(f) Machinery 6 purchased on 1st July two years ago for being used in 

manufacturing Xt and St 

1,08,000 

Compute the following: 

(i) Amount of input tax credit (ITC) credited to Electronic Credit Ledger for the month of July 

(ii) Amount of ineligible credit (Tie) for the month of July 

(iii) Amount of aggregate value of common credit (Tc) 

(iv) Common credit for the month of July (Tm) 

Note: All the conditions necessary for availing the ITC have been complied with. Make suitable assumptions 

wherever required. 
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Answer:-   

S. No. Particulars ITC (₹) 

(i) Amount of ITC credited to Electronic Credit Ledger, for the month of 

July 

 

 Machinery 1 – „A‟ [Note 1] 72,000 

 Machinery 2 [Note 2] 36,000 

 Machinery 3 [Note 3] - 

 Machinery 4 – „A‟ [Note 4] 1,44,000 

 Machinery 5 [Note 5] - 

 Machinery 6 –„A‟ [Note 6] ………… 

 ITC credited to Electronic Credit Ledger, for  the month of July 2,52,000 

(ii) Amount of ineligible credit (Tie) for the month of July [Note 7] 21,600 

(iii) Aggregate value of common credit (Tc) [Note 8]  

 Value of „A‟ for Machinery 1 purchased on 1
st July and used for effecting 

both taxable and exempt supplies 

72,000 

 Value of „A‟ for Machinery 4 purchased on 1
st October last year for being 

used for effecting exclusively exempt supplies and used for effecting both 

taxable and exempt supplies from 1st July 

1,44,000 

 Value of „A‟ for Machinery 6 purchased on 1
st July two years ago and used 

for effecting both taxable and exempt supplies 

1,08,000 

 Input tax claimed on Machinery 5 purchased on 1
st January for being used 

for effecting exclusively taxable supplies and used for effecting both 

taxable and exempt supplies from 1
st July [Note 9] 

18,000 

 Aggregate value of common credit (Tc) for the month of July – Tc [Note 9] 3,42,000 

(iv) Common credit for the month of July (Tm) [Note 10] 5,700 

Notes: 

(1) ITC in respect of capital goods used commonly for effecting taxable supplies and exempt 

supplies denoted as „A‟ shall be credited to the electronic credi t ledger [Rule 43(1)(c) of the 

CGST Rules, 2017]. 

(2) ITC in respect of capital goods used or intended to be used exclusively for effecting supplies 

other than exempted supplies but including zero rated supplies shall be credited to the 

electronic credit ledger [Rule 43(1)(b) of the CGST Rules, 2017]. 

(3) ITC in respect of capital goods used or intended to be used exclusively for effecti ng exempt 

supplies shall not be credited to electronic credit ledger [Rule 43(1)(a) of the CGST Rules, 

2017]. 

(4) When capital goods which were initially used exclusively for exempt supplies are 

subsequently used commonly for exempt supplies as well as taxable supplies, input tax in 

respect of the same denoted as „A‟ shall be credited to the electronic credit ledger [Rule 
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43(1)(c) of the CGST Rules, 2017]. 

(5) Machinery 5 is used for effecting both taxable and exempt supplies since 1 st July. Prior to 

that, it was exclusively used for effecting taxable supplies.  Therefore, ITC in respect of such 

machinery would have already been credited to the electronic credit ledger. 

(6) Machinery 6 is being used for effecting both taxable and exempt supplies from 1 st July two 

years ago. Therefore, ITC in respect of such machinery would have already been credited to 

the electronic credit ledger. 

(7) When capital goods which were used exclusively for exempt supplies are subsequently used 

commonly for exempt supplies as well as taxable supplies, input tax in respect of the same is 

credited in the electronic credit ledger. The ineligible credit „Tie‟ attributable to the period 

during which such capital goods were used for making exempt supplies is computed @ 5% 

per quarter or part thereof and added to the output tax liability of the tax period in which such 

credit is claimed [Rule 43(1)(c) of the CGST Rules, 2017]. 

Thus, „Tie‟ shall be computed as under- 

= ₹ 1,44,000 × 5% × 3 quarters 

= ₹ 21,600 

(8) The aggregate of the amounts of „A‟ credited to the electronic credit ledger in respect of 

common capital goods whose useful life remains during the tax period, to be denoted as „Tc‟, 

shall be the common credit in respect of such capital goods [Rule 43(1)(d) of the CGST 

Rules, 2017]. 

(9) Where any capital goods which were used exclusively for effecting taxable supplies are 

subsequently also used for effecting exempt supplies, the input tax credit 

claimed in respect of such capital goods shall be added to arrive at the aggregate 

value of common credit „Tc‟ [Proviso to rule 43(1)(d) of the CGST Rules, 2017]. 

(10) ITC attributable to a month on common capital goods during their useful life (Tm) shall be 

computed in accordance with rule 43(1)(e) of CGST Rules, 2017 as under: 

= Tc ÷ 60 

= ₹ 3,42,000 † 60 

= ₹ 5,700 

The useful life of any capital goods shall be considered as five years from the date of invoice and the said 

formula shall be applicable during the useful life of the said capital goods. 
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Q76. XYZ Pvt. Ltd. is a manufacturing company registered under GST in the State of Uttar Pradesh. It manufactures two 
taxable products ‗Alpha‘ and ‗Beta‘ and one exempt product ‗Gama‘. On 1st October 20XX, while product ‗Beta‘ got exempted 
through an exemption notification, exemption available on ‗Gama‘ got withdrawn on the same date.  
The turnover (exclusive of taxes) of ‗Alpha‘, ‗Beta‘ and ‗Gama‘ in the month of October, 20XX was 9,00,000, ` 10,00,000 and ` 
6,00,000. 
 
XYZ Pvt. Ltd. has furnished the following details: 
 

S. 
No.  

Particulars  
Price 
(`)  

GST 
(`) 

(a)  Machinery ‗U‘ purchased on 01.10.20XX for being used in manufacturing all the three products 2,00,000  36,000 

(b)  
Machinery ‗V‘ purchased on 01.10.20XX for being used in manufacturing product ‗Alpha‘ and 
‗Gama‘ 

1,00,000  18,000 

 (c)  
Machinery ‗W‘ purchased on 01.10.20XX for being exclusively used in manufacturing product 
‗Beta‘ 

3,00,000  54,000 

(d)  
Machinery ‗X‘ purchased on October 1, three years before 01.10.20XX for being exclusively used in 
manufacturing product ‗Gama‘. From 01.10.20XX, such machinery will also be used for 
manufacturing product ‗Beta‘. 

5,00,000  90,000 

(e)  
Machinery ‗Y‘ purchased on October 1, four years before 01.10.20XX for being exclusively used in 
manufacturing product ‗Beta‘. From 01.10.20XX, such machinery will also be used for 
manufacturing product ‗Gama‘. 

4,00,000  72,000 

(f)  
Machinery ‗Z‘ purchased on October 1, two years before 01.10.20XX for being used in 
manufacturing all the three products 

3,00,000  54,000 

(g)  Raw Material used for manufacturing ‗Alpha‘ purchased on 05.10.20XX 1,50,000  27,000 

(h)  Raw Material used for manufacturing ‗Beta‘ purchased on 10.10.20XX 2,00,000  36,000 

(i)  Raw Material used for manufacturing ‗Gama‘ purchased on 15.10.20XX 1,00,000  18,000 

 
Compute the following for the month of October, 20XX: 
(i) Amount of input tax credit (ITC) credited to Electronic Credit Ledger 
(ii) Amount of common credit 
(iii) Common credit attributable to exempt supplies 
(iv) GST liability of the company payable through Electronic Cash Ledger 
 
Note: Assume that all the procurements made by the company are from States other than Uttar Pradesh. Similarly, the 
company sells all its products in States other than Uttar Pradesh. Rate of IGST is 18%. All the conditions necessary for 
availing the ITC have been complied with. Ignore interest, if any and make suitable assumptions wherever required. 
 (RTP May 19)/( (Question for Practice) 
 
Answer: 

S. No.  Particulars  ITC (`) 

(i)  
Computation of amount of ITC credited to Electronic Credit Ledger, for the month of 
October, 20XX  

(a)  Machinery ‗U‘ - ‗A‘ [Note 1]  36,000 

(b)  Machinery ‗V‘ [Note 2]  18,000 

(c)  Machinery ‗W‘ [Note 3]  - 

(d)  Machinery ‗X‘ - [Note 4]  [ Rs 54000 will be added to output tax liability] 90,000 

(e)  Machinery ‗Y‘ [Note 5]  - 

(f)  Machinery ‗Z‘ [Note 6]  - 

(g)  Raw Material used for manufacturing ‗Alpha‘ [Note 7]  27,000 

(h)  Raw Material used for manufacturing ‗Beta‘ [Note 7]  - 

(i)  Raw Material used for manufacturing ‗Gama‘ [Note 7]  18,000 

 
ITC credited to Electronic Credit Ledger, for the month of October, 20XX 1,89,000 

(ii)  Computation of common credit for the month of October, 20XX 
 

(a)  Value of ‗A‘ for Machinery ‗U‘ purchased on 01.10.20XX 36,000 
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(b)  
Value of ‗A‘ for Machinery ‗X‘ purchased 3 years before 01.10.20XX and used for effecting both 
taxable and exempt supplies from 01.10.20XX 

90,000 

(c)  
Value of ‗A‘ for Machinery ‗Y‘ purchased 4 years before 01.10.20XX and used for effecting both 
taxable and exempt supplies from 01.10.20XX [Note 8] 

72,000 

 Value of ‗A‘ for Machinery ‗Z‘ used in manufacturing all three products 54,000 

 Total common credit for the month of October, 20XX – Tc [Note 9] 2,52,000 

(iii)  
Computation of common credit attributable to exempt supplies, for the month of October, 
20XX  

(a)  
ITC attributable to a month on common capital goods during their useful life – Tm  2,52,000/60[Note 
10] 

4,200 

(c)  
Common credit attributable to exempt supplies, for the month of October 20XX – Te =Tr х = 
4,200 х 10,00,000/25,00,000 

1680 

(iv)  
Computation of GST liability of the company for October 20XX payable through Electronic 
Cash Ledger  

 IGST payable on ‗Alpha‘ [` 9,00,000 x 18%]  1,62,000 

 IGST payable on ‗Beta‘ [Exempt]  Nil 

 IGST payable on ‗Gama‘ [` 6,00,000 x 18%]  1,08,000 

 Total IGST payable on outward supply  2,70,000 

 Common credit attributable to exempt supplies for the month of October, 20XX [Note 11] 1680 

 Credit related to machinery X for period it was exempted 54,000 

 Total output tax liability of October, 20XX  3,25,680 

 Less: ITC available in the Electronic Credit Ledger  1,89,000 

 IGST payable from Electronic Cash Ledger  1,36,680 

 
Notes: 
(1) ITC in respect of capital goods used commonly for effecting taxable supplies and exempt supplies denoted as ‗A‘ shall be credited 
to the electronic credit ledger [Rule 43(1)(c) of the CGST Rules, 2017]. 
(2) ITC in respect of capital goods used or intended to be used exclusively for effecting supplies other than exempted supplies but 
including zero rated supplies shall be credited to the electronic credit ledger [Rule 43(1)(b) of the CGST Rules, 2017]. 
(3) ITC in respect of capital goods used or intended to be used exclusively for effecting exempt supplies shall not be credited to 
electronic credit ledger [Rule 43(1)(a) of the CGST Rules, 2017]. 
(4) where any capital goods earlier used exclusively for effecting exempt supplies is subsequently also used for effecting taxable 
supplies, input tax in respect of such capital goods denoted as „A‟ shall be credited to the electronic credit ledger subject to the 
condition that the ineligible credit attributable to the period during which such capital goods were covered by clause (a),denoted as 
„Tie‟, shall be calculated at the rate of 5% points for every quarter or part thereof and added to the output tax liability of the tax period 
in which such credit is claimed: 
Thus, ‗Tie‘ shall be computed as under- 
=  ` 54,000 (` 90,000 × 5% × 12 quarters) 
 
(5) Machinery ‗Y‘ is being used for effecting both taxable and exempt supplies from 01.10.20XX. Prior to that it was exclusively used for 
effecting taxable supplies. Therefore, ITC in respect of such machinery would have already been credited to the electronic credit 
ledger. 
(6) Machinery ‗Z‘ is being used for effecting both taxable and exempt supplies from October 1, two years prior to 01.10.20XX. 
Therefore, ITC in respect of such machinery would have already been credited to the electronic credit ledger. 
(7) ITC in respect of inputs used for effecting taxable supplies will be credited in Electronic Credit Ledger. ITC in respect of inputs used 
for effecting exempt supplies will not be credited in the electronic credit ledger [Rule 42 of CGST Rules, 2017]. 
(8) Where any capital goods earlier used exclusively for effecting taxable supplies is subsequently also used for effecting exempt 
supplies, the input tax credit claimed in respect of such capital good(s) shall be added to arrive at the aggregate value „Tc‟;‖;  
 (aggregate value ‗Tc‘ – Refer Note 9 below) [Proviso to rule 43(1)(d) of the CGST Rules, 2017]. 
  
(9) The aggregate of the amounts of ‗A‘ credited to the electronic credit ledger, to be denoted as ‗Tc‘, shall be the common credit in 
respect of capital goods for a tax period [Rule 43(1)(d) of the CGST Rules, 2017]. 
*(10) ITC attributable to a month on common capital goods during their useful life (Tm) shall be computed in accordance with rule 
43(1)(e) of CGST Rules, 2017 as under: 
= Tc ÷ 60 
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= 2,52,000 ÷ 60 
= `4,200 
 (11) Common credit attributable to the exempt supplies (Te) along with the applicable interest (which is to be ignored in this case) 
shall, during every tax period of the useful life of the concerned capital goods, be added to the output tax liability of the person making 
such claim of credit [Rule 43(1)(h) of the CGST Rules, 2017]. 
 
Q77. B & D Company, a partnership firm, in Nagpur, Maharashtra is a wholesaler of a taxable product ‗P‘ and an exempt 
product ‗Q‘. The firm supplies these products only in the eastern part of Maharashtra. All the procurements (both goods and 
services) of the firm are from the suppliers registered under regular scheme in the State of Maharashtra. The firm pays tax 
under composition scheme. B & D Company has furnished the following details with respect to its turnover (exclusive of 
taxes) and stock (exclusive of taxes): 

Particulars  Turnover for the quarter ended 30.06.20XX (`) 
Turnover for the quarter ended 
30.09.20XX (`) 

‗P‘  60,00,000  50,00,000 

‗Q‘  17,65,000  17,00,000 

Particulars  Stock as on 30.06.20XX (`) Stock as on 30.09.20XX (`) Stock as on 31.10.20XX (`) 

‗P‘  25,00,000  10,00,000  3,60,000 

‗Q‘  10,00,000  2,00,000  1,20,000 

 
The entire stock of the products ‗P‘ and ‗Q‘ available with the firm as on 30.09.20XX is purchased during the said half year 
except a consignment of product ‗P‘ valuing ` 3,00,000, which was purchased in the April month of the preceding financial 
year. In the current financial year, in the month of October, no purchases were made, and the products were sold with a profit 
margin of 20% on sales [exclusive of taxes]. 
 
The extract of the only bill book maintained by the firm showed the following details -  

Bill 
No. 

Date  Value of products (exclusive of taxes) 

  ‗P‘ (`)  ‗Q‘ (`)  Total (`) 

2306  01.10.20XX  2,00,000  3,000  2,03,000 

2307  01.10.20XX  1,33,000  5,250  1,38,250 

2308  02.10.20XX  67000  39,250  1,06,250 

2309  03.10.20XX  58,750  33,750  92,500 

2310  05.10.20XX  1,00,000  -  1,00,000 

2311  06.10.20XX  94,000  6,000  1,00,000 

2312  06.10.20XX  -  17,000  17,000 

2313  08.10.20XX  50,000  6,000  56,000 

2314  09.10.20XX  60,000  9,000  69,000 

2315  ……………..  ……………..  ……………..  …………….. 

……….  ……………..  ……………..  ……………..  …………….. 

The details of services availed by B & D Company is as follows: 
 

S. 
No. 

Particulars  (`) 

(i)  
Freight paid to Goods Transport Agency during the period April 20XX to October 20XX. Assume equal 
amount of freight is paid each month on the 10th day of each month. Also, assume that the goods for which 
the freight is paid on 10th day of the month are transported between 11th to 20thday of the month. 

1,40,000 

(ii)  

Special packing charges paid to a Packing Company, having expertise in such specialized packing, during 
the period January 20XX to October 20XX. The packing charges are paid for the goods which are 
transported between 11th to 20th day of the month (as mentioned in point (i) above). The goods are packed 
on 10th day and then transported from 11th day onwards. Assume equal amount of packing charges are 
paid each month on the 9th day of each month. 

3,00,000 

 
All the above amounts are exclusive of taxes, wherever applicable  
Compute the ITC credited to the Electronic Credit Ledger of the B & D Company, when it exits composition scheme and 
becomes liable to pay tax under regular scheme, in accordance with the provisions of section 18(1)(c) of the CGST Act, 2017. 
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Following additional information is also available: 
 

Particulars relating to capital goods owned by the firm Date of purchase  
Value 
(`) 

GST 
(`) 

Computers  01.02.20XX  2,00,000  36,000 

Printers  
January 1, two years prior to 
01.01.20XX 

80,000  14,400 

Motor cycle used by the staff for collecting payments from the 
debtors 

23.09.20XX  85,000  15,300 

Furniture & fixtures  12.06.20XX  4,00,000  72,000 

Air conditioner used in the office 15.10.20XX  2,00,000  36,000 

Exhaust fan used in the godown 10.03.20XX  50,000  9,000 

 
Note: Make suitable assumptions wherever required. Rate of CGST and SGST on service of transportation of goods by GTA is 
2.5% each. Stock is valued at cost price. 
 
Note: The Company has not claimed depreciation on the tax component of any of the capital goods (mentioned above) under 
the Income-tax Act, 1961. All the conditions necessary for availing the ITC have been complied with. Rate of CGST and SGST 
is 9% each.  (RTP May 19)/ (Question for Practice) 
 
Answer: 
As per section 18(1)(c) of the CGST Act, 2017 read with rule 40 of CGST Rules, 2017, where any registered person ceases to pay tax 
under section 10, he shall be entitled to take credit of input tax in respect of inputs held in stock, inputs contained in semi-finished or 
finished goods held in stock and on capital goods on the day immediately preceding the date from which he becomes liable to pay tax 
under section 9. However, the credit on input services is not allowed and credit on capital goods shall be reduced by 5% per quarter of 
a year or part thereof from the date of invoice. Further, ITC on supplies of inputs and capital goods shall not be available after the 
expiry of one year from the date of issue of tax invoice [Section 18(2) of the CGST Act, 2017]. 
 
In the light of the above-mentioned provisions, the ITC credited to the Electronic Credit Ledger of the B & D Company on inputs held in 
stock and b capital goods on 02.10.20XX will be computed as under: 
 

Particulars  Amount (`) 

A. ITC on inputs 
 

Stock of taxable inputs as on 30.09.20XX [Since no tax is paid on exempt purchases, there does not arise any 
question of availing ITC on the same. Hence, stock of only taxable inputs are considered] 

10,00,000 

Add: Purchases [No purchases are made in October, 20XX] Nil 

Less: Cost of taxable goods sold from 01.10.20XX to 02.10.20XX [(2,00,000 + 1,33,000 + 67,000]) x 80%] 3,20,000 

Stock of taxable inputs as on 02.10.20XX [Since the bill numbers are in continuation, it can be concluded that no 
sales are missing from the extract] 

6,80,000 

Less: More than one year old stock  3,00,000 

Stock of inputs on which ITC can be claimed  3,80,000 

ITC of CGST @ 9% 34,200 

ITC of SGST @ 9% [Since all purchases are intra-State and from the suppliers registered under regular scheme] 34,200 

B. ITC on capital goods 
 

Particulars  
CGST @ 9% 
(`) 

SGST @ 9% 
(`) 

Computers [` 36,000 – (5% x 4 quarters)] ÷ 2 14,400  14,400 

Printers [Being more than one year old, no ITC is available] -  - 

Motor cycle [Section 17(5)(a) of CGST Act, 2017 allows ITC on motor vehicles for transportation of 
persons having approved seating capacity of not more than thirteen persons only when they are 
used for making the following taxable supplies, namely:—  
(A) further supply of such motor vehicles; or  
(B) transportation of passengers; or  
(C) imparting training on driving such motor vehicles 

-  - 
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] Since B & D Company is a trader and it does not use the motor cycle for transportation of goods, 
ITC thereon will not be available] 

Furniture and Fixtures [` 72,000 – (5% x 3 quarters)] ÷ 2 30,600  30,600 

Air conditioner used in the office [Since purchased after 03.10.20XX, full ITC will be available and 
will be computed separately] 

-  - 

Exhaust fan used in the godown [` 9,000 – (5% x 4 quarters)] ÷ 2 3,600  3,600 

ITC to be claimed on capital goods  48,600  48,600 

Total ITC on inputs and capital goods credited to Electronic Credit Ledger on 02.10.20XX 
82,800 
[34,200 
+48,600] 

82,800 [34,200 
+48,600] 

 
Q78. Keeping all the facts and figures of above question unchanged, compute the GST liability of B & D Company payable 
from Electronic Credit Ledger and/or Electronic Cash Ledger, as the case may be, for the period covered under regular 
scheme.    (RTP May 19)/ (Question for Practice) 
Answer: 
Output tax liability of B & D Company under regular scheme 
 
From 03.10.20XX, firm will pay tax under regular scheme on monthly basis in terms of sub-sections (1) and (7) of section 39 of the 
CGST Act, 2017 and will be eligible to avail ITC on inputs held in stock and capital goods as on 02.10.20XX in terms of section 18 of 
the CGST Act, 2017 as also on goods and services procured on or after 03.10.20XX and used in the course or furtherance of business 
in accordance with section 16 of the CGST Act, 2017. However, since common input services and capital goods are used in effecting 
taxable supplies as well as exempt supplies, ITC attributable to the exempt supplies will need to be added to the output tax liability of 
the month of October, 20XX in terms of section 17(2) read with rules 42 and 43 of the CGST Rules, 2017 respectively. Further, since 
all the sales are made within the State (eastern part of Maharashtra), CGST and SGST @ 9% each will be payable on the outward 
supplies.  
 
The tax liability for the month of October, 20XX under regular scheme will be computed as under. 
 

Particulars  Value (`) CGST (`)  SGST (`) 

Tax on outward supply of ‗P‘ Taxable supplies from 03.10.20XX to 31.10.20XX 
chargeable to CGST and SGST 9% each [` 8,00,000 (Refer Working Note 4)] 

4,00,000  36,000  36,0000 

Tax on inward supplies attracting reverse charge 20,000  500  500 

GTA services availed chargeable to CGST and SGST @ 2.5% each (` 
1,40,000 / 7) 

   

ITC reversal on input services [Refer Working Note 1 below]  371 371 

ITC reversal on capital goods [Refer Working Note 2 below]  129 129 

Total GST liability   37,000  37,000 

Less: ITC [Refer Working Note 3 below]  37,000  37,000 

Tax paid in cash  
As per section 49(4) of the CGST Act, 2017 amount available in the electronic 
credit ledger may be used for making payment towards output tax. However, tax 
payable under reverse charge is not an output tax in terms of section 2(82) of 
the CGST Act, 2017. Therefore, tax payable under reverse charge cannot be 
set off against the input tax credit and thus, will have to be paid in cash. 

 500  500 

 
 
Working Note 1 
 

Particulars  
Value 
(`) 

CGST 
(`) 

SGST 
(`) 

CGST & SGST @ 2.5% each paid under reverse charge on freight paid to GTA on 10.10.20XX (for the 
goods transported between 11.10.20XX & 20.10.20XX) will be available as ITC under regular scheme 

20,000  500  500 

CGST & SGST @ 9% each paid to Packing Agency on 09.10.20XX (for specialized packing to be carried 
out on 10.10.20XX on goods to be transported between 11.10.20XX & 20.10.20XX) will be available as 
ITC under regular scheme. 

30,000  2,700  2,700 

Total common credit   3,200 3,200 
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Common credit on input services attributable to exempt supplies (rounded off) Common credit on input 
services availed during the period under regular scheme x (Exempt turnover made during the period 
under regular scheme / Total turnover during the period under regular scheme) = ` 3,200 x 52,500/ 

4,52,500 Turnover of ‗Q‘ (exempt turnover) from 03.10.20XX to 31.10.20XX is Rs. 52,500 [Refer Working 
Note 4] Total turnover from 03.10.20XX to 31.10.20XX is Rs. 4,52,000 [Refer Working Note 4] 

 371 371 

 
Working Note 2 

Particulars  
CGST @ 
9% (`) 

SGST @ 
9% (`) 

ITC claimed on capital goods on 02.10.20XX [Refer Ans. 3] 48,600  48,600 

Air conditioner used in the office purchased on 15.10.20XX 18,000  18,000 

Common ITC [Since all the capital goods are used for effecting both taxable and exempt supplies, the entire 
ITC on capital goods is common] 

66,600  66,600 

Common credit for a tax period [Common credit ÷ 60] (rounded off) 1,110  1,110 

Common credit on capital goods attributable to exempt supplies (rounded off) Common credit on capital 
goods during the period under regular scheme x (Exempt turnover made during the period under regular 
scheme / Total turnover during the period under regular scheme) = ` 1,110 x 52,500/ 4,52,500 

129  129 

 
 
Working Note 3 
 

Particulars  CGST (`)  SGST (`) 

ITC on inputs and capital goods claimed on 02.10.20XX [Refer Ans. 3] 82,800  82,800 

ITC on air conditioner used in the office purchased on 15.10.20XX 18,000  18,000 

ITC on freight paid to GTA  500  500 

ITC on packing charges  2,700  2,700 

Total ITC available with the firm  1,04,000  1,04,000 

 
 
 
Working Note 4 
 

Particulars  
Total turnover for the month of 
October, 20XX* (`) 

Turnover in the month of October under regular scheme 
[03.10.20XX- 31.10.20XX] (`) 

‗P‘  8,00,000 [(10,00,000 – 3,60,000) x 125%] 4,00,000 [8,00,000 – 2,00,000 – 1,33,000 – 67,000] 

‗Q‘  1,00,000 [(2,00,000 – 1,20,000) x 125%] 52,500 [1,00,000 – 3,000 – 5,250 – 39,250] 

Aggregate 
turnover 

9,00,000  4,52,500 

 
Note - Turnover for October, 20XX will be computed as under: *Turnover = Cost of goods sold** × 125% (20% margin on sales = 25% 
margin on cost) 
 
**Cost of goods sold = Stock as on 30.09.20XX less stock as on 31.10.20XX (since no purchases are made after September, 20XX) 
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Q79. Oberoi Industries is a manufacturing company registered under GST. It manufactures two taxable products ‗X‘ and ‗Y‘ 
and one exempt product ‗Z‘. The turnover of ‗X‘, ‗Y‘ and ‗Z‘ in the month of April, 20XX was `2, 00,000, ` 10,00,000 and ` 
12,00,000. Oberoi Industries is in possession of certain machines and purchases more of them. Useful life of all the machines 
is considered as 5 years. 
 
 from the following particulars furnished by it, compute the amount to be credited to the electronic credit ledger of Oberoi Industries and 
amount of common credit attributable towards exempted supplies, if any, for the month of April, 20XX. 
       (RTP Nov 18)/( (Question for Practice) 
 

Particulars  
GST paid 
(`) 

Machine ‗A‘ purchased on 01.04.20XX for being exclusively used for non-business purposes 19,200 

Machine ‗B‘ purchased on 01.04.20XX for being exclusively used in manufacturing zero-rated supplies 38,400 

Machine ‗C‘ purchased on 01.04.20XX for being used in manufacturing all the three products – X, Y and Z 96,000 

Machine ‗D‘ purchased on April 1, 2 years before 01.04.20XX for being exclusively used in manufacturing product Z. 
From 01.04.20XX, such machine will also be used for manufacturing products X and Y. 

1,92,000 

Machine ‗E‘ purchased on April 1, 3 years before 01.04.20XX for being exclusively used in manufacturing products X and 
Y. From 01.04.20XX, such machine will also be used for manufacturing product Z. 

2,88,000 

 
Answer: 
 

Particulars  
Common 
credit (`) 

Ineligible 
credit (`) 

Amount to 
be credited 
to ECrL (`) 

Machine ‗A‘ [Since exclusively used for non-business purposes, ITC is not available under 
rule 43(1)(a) of CGST Rules, 2017]  

19,200 
 

Machine ‗B‘ [For ITC purposes, taxable supplies include zero-rated supplies under rule 
43(1)(b) of CGST Rules, 2017. Hence, full ITC is available]   

38,400 

Machine ‗C‘ [Commonly used for taxable and exempt supplies – Rule 43(1)(c) of the 
CGST Rules, 2017] 

96,000  
 

96,000 

Machine ‗D‘  
[Owing to change in use from exclusively exempt to both taxable and exempt, ITC @ 5% 
per quarter or part thereof in terms of proviso to rule 43(1)(c) of CGST Rules, 2017] = `  

76,800 (` 1,92,000 × 5% × 8 quarters) added to output tax liability  

1,92,000  
 

1,92,000 

Machine ‗E‘ [Owing to change in use from exclusively taxable to both taxable and 
exempt, the input tax credit claimed in respect of such capital good(s) shall be added to 
arrive at the aggregate value „Tc‟ in terms of proviso to rule 43(1)(d) of CGST Rules, 
2017] = ` 2,88,000. Further, the credit relating to Machine E would have been credited 

to electronic credit ledger three years back when the machine was used exclusively for 
taxable supplies. Therefore, no amount will be credited to the electronic credit ledger 
again on change of in use of machine. 

2,88,000   

Total common credit  5,76,000   

Common credit for the tax period (in the given case, a month) under rule 43(1)(e) of 
CGST Rules, 2017 = ` 5,76,000 ÷ 60 

9,600   

Common credit attributable to exempt supplies in April, 20XX under rule 43(1)(g) of the 
CGST Rules, 2017 = (Turnover of exempt supplies/Total turnover) ×Common credit = 
(12,00,000/24,00,000) × ` 9,600 

[Such credit, along with the applicable interest, shall be added to the output tax liability of 
Oberoi Industries] 

 4,800  

Amount to be credited to the electronic credit ledger of Oberoi Industries for the month of 
April, 20XX 

  3,26,400 
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Q83. Soren Enterprises is in possession of certain capital goods and purchases more of them as per the following 
particulars: 
 

Particulars  
Input tax on capital 
goods (`) 

Status of its use 

Capital Goods A  12,000  Exclusively used for non-business purpose. 

Capital Goods B  24,000  Exclusively used for zero-rated supplies. 

Capital Goods C  60,000  Used both for taxable and exempt supplies. 

Capital goods D (has been exclusively used for 2 
years for exempted supplies) 

1,20,000  
Now there is change in use, both for taxable 
and exempt supplies. 

Capital goods E (has been exclusively used for 3 
years for taxable supplies). 

1,80,000  
Now there is change in use, both for taxable 
and exempt supplies. 

 
Useful life of all the above capital goods is considered as 5 years. Compute the input tax credit to be reversed for each tax 
period (monthly) on account of common credit attributable to exempted useof such machines, while being informed that 
aggregate value of exempt supplies during the tax period being `6,00,000 and total 

turnover during the tax period being ` 12,00,000.   (Mock Test Oct 18) (Sug May 18)/ Question for Practice 
 
Answer: 
Apportionment of common credit pertaining to capital goods: 
 

Particulars  ITC (`) 

Capital goods ‗A‘[Since exclusively used for non-business purposes, ITC is not available under rule 43(1)(a) of CGST 
Rules, 2017] 

Nil 

Capital goods ‗B‘ [For ITC purposes, taxable supplies include zero-rated supplies under rule 43(1)(b) of CGST Rules, 2017. 
Hence, full ITC of ` 24,000 is available] 

- 

Capital goods ‗C‘[Commonly used for taxable and exempt supplies] 60,000 

Capital goods ‗D‘[Owing to change in use from exclusively exempt to both taxable and exempt, input tax in respect of such 
capital goods denoted as „A‟ shall be credited to the electronic credit ledger subject to the condition that the ineligible 
credit attributable to the period during which such capital goods were covered by clause (a),denoted as „Tie‟, shall be 
calculated at the rate of 5% points for every quarter or part thereof and added to the output tax liability of the tax period in 
which such credit is claimed in terms of rule 43(1)(c) of CGST Rules, 2017] 
Tie = ` 48,000 (` 1,20,000 × 5% × 8 quarters) added to output tax liability  

1,20,000 

Capital goods ‗E‘[Owing to change in use from exclusively taxable to both taxable and exempt,  
the input tax credit claimed in respect of such capital good(s) shall be added to arrive at the aggregate value „Tc‟;‖;  

1,80,000 

Total common credit  3,60,000 

Common credit for the tax period under rule 43(1)(e) of CGST Rules, 2017= 3,60,000÷ 60 6,000 

Common credit attributable to exempt supplies in a tax period in terms of rule 43(1)(g) of CGST Rules, 2017= (Turnover of 
exempt supplies/Total turnover) ×Common credit= (6,00,000/12,00,000) × ` 6,000 

3,000 

 
 
 

Entitlement of ITC at the time of registration/voluntary registration or switching to regular tax paying status or coming 
into tax-paying status [Sub-sections (1) and (2) of section 18 read with rule 40 of CGST Rules] 
 

Q93. Quanto Ltd. is not required to register under CGST Act, 2017, but it wishes to obtain voluntary registration, so it applied 
for voluntary registration on 17th September, 20XX and registration certificate has been granted to it on 25th September, 
20XX. The CGST and SGST liability for the month of September, 20XX is ` 24,000 each. Quanto Ltd. provides the following 

information of inputs and capital goods held in stock on 24th September, 20XX. It is not engaged in making inter-State 
outward taxable supplies. 
 

Particulars  Amount (Rs) 

Input procured on 02-09-20XX lying in stock 
 

- CGST @ 6%  4,500 
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- SGST @ 6%  4,500 

Input received- on 21-07-20XX contained in semi finished goods held in stock: 
 

- CGST @ 6%  7,500 

-SGST @ 6%  7,500 

Value of inputs contained in finished goods held in stock Rs 2,00,000 were procured on 19-09-20XX (Last Year) 
 

- IGST @ 18%  36,000 

Inputs valued at Rs 50,000 procured on 13-09-20XX lying in stock: 
 

- IGST @ 18%  9,000 

Capital goods procured on 12-09-20XX 
 

-CGST @ 6%  12,000 

-SGST @ 6%  12,000 

You are required to compute the amount of tax to be paid in cash by Quanto Ltd. for the month of September, 20XX. You are 
also required to mention reasons for treatment of all above items. (Nov 18)/(Question for Practice) 
 
Answer: 
Computation of net GST liability (to be paid in cash) by Quanto Ltd. for the month of September, 20XX: 

Particulars  CGST (Rs)  SGST (Rs) 

Output tax liability for the month  24,000  24,000 

Less: Input tax credit (ITC) [Refer note-2below] 9,000 (IGST)  12,000 (SGST) 

 
12,000 (CGST) 

 
Net GST payable (in cash)  3,000  12,000 

Notes:  
1. Credit of IGST shall be utilized towards payment of IGST, CGST and SGST in that order. Since Quanto Ltd. does not make any 
inter-State supply, credit of IGST has been utilized towards payment of CGST [Section 49(5) of the CGST Act, 2017].  
2. As per section 18(1)(b) of the CGST Act, 2017-  COMPUTATION OF GST LIABILITY 
 A person who takes voluntary registration is entitled to take credit of input tax in respect of:  

inputs held in stock and  

inputs contained in semi-finished/ finished goods held in stock on the day immediately preceding the date of grant of registration.  
However, he cannot take ITC in respect of capital goods held on the day immediately preceding the date of grant of registration.  
ITC on inputs needs to be availed within 1 year from the date of issue of the invoice by the supplier [Section 18(2) of the CGST Act, 
2017]. 
 In this case, since Quanto Ltd. has been granted voluntary registration on 25.09.20XX, it will be entitled to ITC on inputs held in stock 
and inputs contained in semi-finished/ finished goods held in stock, on 24.09.20XX. In view of the said provisions, eligible ITC for 
Quanto Ltd.is computed as follows: 
 

Particulars  
CGST 
(Rs) 

SGST 
(Rs) 

IGST 
(Rs) 

Inputs held in stock since 02.09.20XX  4,500  4,500 
 

Inputs received on 21.07.20XX contained in semi-finished goods held in stock 7,500  7,500 
 

Inputs contained in finished goods held in stock which were procured on 19.09.20XX (Last Year)2 
[Procured prior to one year, hence ITC cannot be availed]   

Nil 

Inputs held in stock since 13.09.20XX  
  

9,000 

Capital goods procured on 12.09.20XX  Nil  Nil 
 

Total ITC  12,000  12,000  9,000 

2It has been assumed that invoice for the said goods is also dated 19.09.20XX (Last Year).  

QUESTION ON SEC 18(1) (d) + Rule 40: 
Q98. SNP Pvt. Ltd., Coimbatore exclusively manufactures and sells product ‗Z‘ which is exempt from GST vide notifications 
issued under relevant GST legislations. The company sells ‗Z‘ only within Tamil Nadu. The turnover of the company in the 
previous year was ` 55 lakh. The company expects the sales to grow by 20% in the current year. Owing to the growing 
demand for the product, the company decided to increase its production capacity and purchased additional machinery for 
manufacturing ‗Z‘ on 01.07.20XX. The purchase price of the capital goods was ` 20 lakh exclusive of GST @ 18%. 

 
However, effective from 01.11.20XX, exemption available on ‗Z‘ was withdrawn by the Central Government and GST @ 
12% was imposed thereon. The turnover of the company for the half year ended on 30.09.20XX was ` 50 lakh. 
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(b) The Board of Directors of SNP Pvt. Ltd. wants to know whether they have to register under GST? 

 
(b) In case in the above question, SNP Pvt. Ltd. is already registered with respect to certain taxable supplies being made 
by it along with manufacture of exempt product ‗Z‘, other facts remaining the same, can it take input tax credit on 
additional machinery purchased exclusively for manufacturing ‗Z‘? If yes, then how much credit can be availed? 

 
Advice SNP Pvt. Ltd. on the above issues with reference to the provisions of GST law. (Question for Practice)/ (RTP May 
18) 
 
Answer: 
 (a) Section 22(1) of the CGST Act, 2017 read with Notification No. 10/2019 CT dated 07.03.2019 inter alia provides that every supplier 
who is exclusively engaged in intra-State supply of goods is liable to be registered under GST in the State/ Union territory from 
where he makes the taxable supply of goods only when aggregate turnover in a financial year exceeds ` 40,00,000. 

 
However, the above provisions are not applicable to few specified States, i.e. States of Arunachal Pradesh, Manipur, Meghalaya, 
Mizoram, Nagaland, Puducherry, Sikkim, Telangana, Tripura, Uttarakhand. 
 
However, a person exclusively engaged in the business of supplying goods and/or services that are not liable to tax or are wholly 
exempt from tax is not liable to registration in terms of section 23(1)(a) of CGST Act, 2017. 
 
In the given case, the turnover of the company for the half year ended on 30.09.20XX is ` 50 lakh which is more than the applicable 
threshold limit of ` 40 lakh. Therefore, as per section 22 of CGST Act 2017, the company will be liable to registration. However, since 

SNP Pvt. Ltd. supplied exempted goods till 31.10.20XX, it was not required to be registered till that day; though voluntary registration 
was allowed under section 25(3) of the CGST Act, 2017. 
 
However, the position will change from 01.11.20XX as the supply of goods become taxable from that day and the turnover of company 
is above ` 40 lakh. It is important to note here that in terms of section 2(6) of the CGST Act, 2017, the aggregate turnover limit of ` 
40lakh includes exempt turnover also. 
 
Therefore, turnover of ‗Z‘ will be considered for determining the threshold limit even though the same was exempt from GST. 
Therefore, the company needs to register within 30 days from 01.11.20XX (the date on which it becomes liable to registration) in terms 
of section 25(1) of the CGST Act, 2017. 
 
Further, the company cannot avail exemption of Rs. 40 lakh from 01.11.20XX as the GST law does not provide any threshold 
exemption from payment of tax but threshold exemption from obtaining registration (which in this case had been crossed). 
 
(b) Rule 43(1)(a) of the CGST Rules, 2017 disallows input tax credit on capital goods used or intended to be used exclusively for 
effecting exempt supplies. 
 
However, as per section 18(1)(d) of the CGST Act, 2017, where an exempt supply of goods and/or services by a registered person 
becomes a taxable supply, such person gets entitled to take credit of input tax in respect of inputs held in stock and inputs contained in 
semi-finished or finished goods held in stock relatable to such exempt supply and on capital goods exclusively used for such exempt 
supply on the day immediately preceding the date from which such supply becomes taxable. 
 
Rule 40(1)(a) of the CGST Rules, 2017 lays down that the credit on capital goods can be claimed after reducing the tax paid on such 
capital goods by 5% per quarter of a year or part thereof from the date of the invoice. Therefore, in the given case, SNP Pvt. Ltd. could 
not claim credit on machinery till the time the supply of product ‗Z‘ for which said machinery was being used was exempt. However, it 
can claim credit from 31.10.20XX - the day immediately preceding the date from which the supply of product ‗Z‘ became taxable 
(01.11.20XX). The credit will be available for the remaining useful life of the machinery and will be computed as follows: 
 

Date of purchase of machinery  01.07.20XX 

Date on which credit becomes eligible  31.10.20XX 

Number of quarters for which credit is to 
be reduced 

2 (including part of 
quarter) 

GST paid on machinery [` 20,00,000 x 18%] ` 3,60,000 
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Credit to be reduced [` 3,60,000 x 5% x 2]  ` 36,000 

Amount of credit that can be taken 
[` 3,60,000 – ` 36,000] 

` 3,24,000 

 

 

(iii) Amount payable on supply of capital goods or plant and machinery on which ITC has been taken [Section 18(6) read 
with rule 40(2) & rule 44(6) of CGST Rules] 
 
  

Q103. On 25th August, 20XX, of previous financial year, M/s Agarwal & Agarwal Ltd., a registered supplier of textile products 
located in Bengaluru (Karnataka) purchased one machine for ` 12,39,000 including IGST, from one supplier of Maharashtra 
who issued invoice on the same date. M/s Agarwal & Agarwal Ltd. put the machinery touse on the same day and availed input 
tax credit for the eligible amount. 
 
M/s Agarwal & Agarwal Ltd. sold this machine after using the machine in the process of manufacture of taxable goods for ` 

7,50,000 excluding lGST, to Mr. Suresh Kumar of Andhra Pradesh on 20th August 20XX of current financial year. 
 
During purchase as well as sale of the machinery, the lGST rate applicable was 18%.Is M/s Agarwal & Agarwal Ltd., required 
to pay GST? If yes, calculate the amount of tax payable under GST Laws at the time of sale of the machine. Also, briefly state 
the relevant statutory provisions. (Nov 18)/(Question for Practice) 
Answer: 
As per section 18 of the CGST Act, 2017, if capital goods/ plant and Machinery on which input tax credit (ITC) has been taken 
are supplied Outward by a registered person, he must pay an amount that is higher of the following: 
 
(a) ITC taken on such goods reduced by 5% per quarter of a year or part Thereof from the date of issue of invoice for such 
goods or 
 
(b) Tax on transaction value.  
Accordingly, the amount payable on supply of machinery by M/s Agarwal & Agarwal Ltd. shall be computed as follows: 
 

Particulars  ` 
ITC taken on the machinery (` 12,39,000 × 18/118)  1,89,000 

Less: Input tax credit to be reversed @ 5% per quarter for the period of use of machine 
(i) For the previous year = (` 1,89,000 × 5%) × 3 quarters 

(ii) For the current year = (` 1,89,000 × 5%) × 2 quarters 

28,350 
18,900 

Amount required to be paid (A) **  1,41,750 

Duty leviable on transaction value (` 7, 50,000 × 18%) (B)  1,35,000 

Amount payable towards disposal of machine is higher of (A) and (B) 1,41,750 

Thus, M/s Agarwal & Agarwal Ltd. is required to pay GST amounting to ` 1, 41,750 at the time of sale of machinery. 

 
** In the above solution, amount payable towards disposal of machine hasbeen computed on the basis of provisions of section 18(6) of 
the CGST Act,2017 read with rule 40(2) of the CGST Rules, 2017 [wherein ITC to bereversed for the period of use of capital 
goods/machine has been computed@ 5% for every quarter or part thereof from the date of the issue of invoice]. 
 
However, the said amount can also be computed in accordance with the provisions of section 18(6) of the CGST Act, 2017 read with 
rule 44(6) of theCGST Rules, 2017 [wherein ITC involved in the remaining useful life (in months) of the capital goods/ machine will be 
reversed on pro-rata basis, taking the useful life as 5 years]. 
 

(iv) Transfer of ITC on account of change in constitution of registered person [Section 18(3) read with rule 41 of CGST 
Rules 
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Q110. Mr. Rahul Roy, proprietor of M/s. Royal Shoe & Company is running a business of manufacturing shoes with the brand name 

of  ‗JUNOON‘.  The  manufacturing  unit  is located in Delhi and registered under GST. However, due to low  profitability  in  the 

business, he has decided to transfer his business to his friend Mr. Dilip  Tijori.  Mr. Dilip  Tijori is already running the business of 

manufacturing shoes under a proprietorship firm named M/s Hawai Shoes & Company which is located in Mumbai and registered 

under GST. 

Mr. Rahul Roy has approached you to help  him  with  the  issue  of transfer  of unutilized input tax credit in electronic credit ledger 

of M/s. Royal Shoe & Company to M/s Hawai  Shoes & Company. 

Advise Mr. Rahul Roy with the correct option in accordance with  the  provisions of the  CGST Act, 2017: 

(a) M/s. Royal Shoe & Company cannot transfer unutilised input tax  credit  in  its  electronic credit ledger to M/s Hawai Shoes & 

Company, as the proprietors  are different. 

(b) M/s. Royal Shoe & Company can transfer unutilized input tax credit in its electronic credit ledger to M/s Hawai  Shoes & 

Company and it can further be utilized in setting  off GST liability for succeeding period. 

(c) M/s. Royal Shoe & Company can transfer unutilized input tax credit in its electronic credit ledger to M/s Hawai  Shoes & 

Company and it can be further utilized in setting  off GST liability for a period upto the month  of  September  following  the  

year  in  which ITC was transferred. 

(d) M/s. Royal Shoe & Company cannot transfer unutilized input  tax  credit  in  its electronic credit ledger to M/s Hawai Shoes & 

Company but can claim refund of such unutilized input tax credit.  [RTP Nov 19]/ (Question for Practice) 

Answer:- (b) M/s. Royal Shoe & Company can transfer unutilized input tax credit in its electronic credit ledger to M/s Hawai  Shoes 

& Company and it can further be utilized in setting  off GST liability for succeeding period. 

 

Q111. Mr. A carrying on the business died. Balance in Electronic credit ledger 1 lac 
Now business will be carried on by his Son Mr. B. whether Credit can be transferred to Mr. B on his death 
(a) Yes (b) No (c) to the extent of stock (d) None of the above 

Answer- (a) Yes 

Mr. B (Transferee/Successor) – liable to be registered from date of succession - Sec 22(3) 
Note – ITC can be Transferred to Mr. B  

(i) Mr. B (Transferee/Successor) File – ITC 02 From his Father GSTIN Before applying for cancellation  
(ii) Mr. B (Transferee/Successor) Accept accumulate ITC with his GSTIN  
(iii) ITC transferred to Mr. B (Transferee/Successor) Electronic Credit Ledger  
(iv) Mr. B (Transferee/Successor) Apply for cancellation for his Father Registration Number in FORM REG 16 

(v) Transfer of ITC on obtaining separate registrations for multiple places of business within a State/ Union Territory 
[Rule 41A of CGST Rules] 
 
Rule 41A. Transfer of credit on obtaining separate registration for multiple places of business within a State or Union territory. –  

(1) A registered person who has obtained separate registration for multiple places of business in accordance with the provisions of rule 

11 and who intends to transfer, either wholly or partly, the unutilised input tax credit lying in his electronic credit ledger to any or all 

of the newly registered place of business, shall furnish within a period of 30 days from obtaining such separate registrations, 

the details in FORM GST ITC-02A electronically on the common portal, either directly or through a Facilitation Centre notified in this 

behalf by the Commissioner : Provided that the input tax credit shall be transferred to the newly registered entities in the ratio of 

the value of assets held by them at the time of registration.  

Explanation. - For the purposes of this sub-rule, it is hereby clarified that the ‗value of assets‘ means the value of the entire assets 

of the business whether or not input tax credit has been availed thereon.  

(2) The newly registered person (transferee) shall, on the common portal, accept the details so furnished by the registered person 

(transferor) and, upon such acceptance, the unutilised input tax credit specified in FORM GST ITC-02A shall be credited to his 

electronic credit ledger  
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Q112. A person having single registration in Delhi –Laxmi Nagar. But having 2 units at laxmi nagar & Pitampura in Delhi. Now he wants 

to take separate registration for Pitampura – Delhi 

Balance of ITC at laxmi nagar 

CGST  90000  

SGST  30000  

IGST  60000 

 

VALUE OF ASSETS AT TIME OF REGISTRATION 

DELHI – Laxmi Nagar  Delhi - Pitampura 

20 lac  10 lac 

Calculate the amount of input tax credit to be transferred to Pitampura unit  
 
Answer 

Input tax credit transferred to Pitampura unit 

CGST = 90000 × 10/30  30000 

SGST = 30000 × 10/30  10000 

IGST = 60000 × 10/30  20000 

 

DISTRIBUTION OF CREDIT BY INPUT SERVICE DISTRIBUTOR [SECTIONS 20 
 

Manner of distribution of credit by an ISD [Section 20 read with rule 39 of CGST Rules] 
 

Q119. Arise India Pvt. Ltd., a company engaged in manufacturing of various goods, has its corporate office at Mumbai and 
manufacturing units in Pune and Chennai and service centres in Kolkata and Bengaluru. The manufacturing units at Pune and 
Chennai and service centres at Kolkata and Bengaluru are registered in Maharashtra, Tamil  Nadu,  West Bengal and Karnataka 
respectively. The corporate office is registered as an input service distributor. All the units and centres of Arise India Pvt. Ltd. are 
operational in the current year. The corporate office intends to distribute input  tax  credit  (ITC)  for  the month of October 20XX. 
The following details are available for such distribution: 

Table 1 

Unit/centre Turnover for the quarterending 
September 20XX* (Rs.) 

Eligible ITC on input services attributable to a specific unit/centre, for 
the month of October 20XX (Rs.) 

Pune 20,00,000 IGST – Rs. 3,00,000; CGST– Rs. 30,000; SGST– Rs. 30,000 

Chennai 30,00,000 IGST – Rs. 24,000; CGST – Rs. 6,000; SGST – Rs. 6,000 

Kolkata 10,00,000 Nil 

Bengaluru 40,00,000 Nil 

*Note: Turnover excludes all taxes and duties 

  Table 2 

S. 
No. 

Particulars CGST SGST IGST 

(i) Input services used by all units  and centres    

(a) 
Eligible ITC under the provisions of the GST law 1,20,000 1,20,000 2,40,000 

(b) 
Ineligible ITC in terms of section 17(5) of the CGST Act, 2017 40,000 40,000 80,000 

(ii) Inputs used by Pune unit and Kolkata centre 60,000 60,000  

(iii) Input services used by Chennai unit and Bengaluru centre (ITC pertaining to such 
invoices is eligible ITC under the provisions of the GST law) 

30,000 30,000 10,000 

Chennai unit manufactures exempted products. 

Compute the amount of ITC to be distributed to each of the units and centres. [RTP May 20] 
Answer: 
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 Computation of ITC to be distributed by ISD 

S. 
No. 

Particulars Pune unit (Rs.) Chennai unit 
(Rs.) 

Kolkata 
centre (Rs.) 

Bengaluru 
centre (Rs.) 

(i) IGST credit of Rs. 3,00,000, 
CGST credit of Rs. 30,000 and 
SGST credit of Rs. 30,000  
specifically attributable to Pune 
unit [Note 1] 

3,00,000 (IGST) 
30,000 (CGST) 
30,000 (SGST 

   

(ii) IGST credit of Rs. 24,000, CGST 
credit of Rs. 6,000 and SGST 
credit of Rs. 6,000 specifically 
attributable to Chennai unit 
[Note 2] 

 36,000(IGST)   

(iii) Eligible ITC pertaining to input 
services used by all units and 
centres [Note 3] 

24,000 
(CGST) 
24,000 
(SGST) 
48,000 (IGST) 

1,44,000(IGST) 48,000(IGST) 1,92,000 (IGST) 

(iv) Ineligible ITC pertaining to input 
services used by all units and 
centres [Note 4] 

8,000 (CGST) 
8,000 (SGST) 
16,000 (IGST) 

48,000 (IGST) 16,000(IGST) 64,000 (IGST) 

(v) Inputs used by Pune unit and 
Kolkata centre [Note 5] 

Nil Nil Nil Nil 

(vi) Input services used by Chennai 
unit and  Bengaluru centre [Note 
6] 

 30,000(IGST)  40,000(IGST) 

Notes: 

(1) IGST credit of Rs. 3,00,000, CGST credit of Rs. 30,000 and SGST credit of Rs. 30,000 specifically attributable to Pune unit 
will be distributed as IGST credit of Rs. 3,00,000, CGST credit of Rs. 30,000 and SGST credit of Rs. 30,000 respectively, 
only to Pune unit, since recipient is located in the same State in which ISD is located [Section 20(2)(c) of the CGST Act, 2017 
read with  clauses (e) & (f)(i) of  sub-rule (1) of  rule  39 of the CGST Rules, 2017]. 

(2) Total GST credit (CGST+ SGST + IGST) of Rs. 36,000 specifically attributable to Chennai unit will be distributed as IGST 
credit of Rs. 36,000, only to Chennai unit,  since recipient and ISD are located in different States [Section 20(2)(c) of the 
CGST Act, 2017 read with clauses (e) & (f)(ii) of sub-rule (1) of rule 39 of the CGST Rules, 2017]. 

(3) Eligible ITC of CGST [Rs. 1,20,000], SGST [Rs. 1,20,000] and IGST [Rs. 2,40,000] will be distributed among the units and 
centres in the ratio of their turnover of  the last  quarter [Section 20(2)(e) of the CGST Act, 2017 read with clause (a)(ii) of the 
explanation to the said section and rule 39(1)(b) of the CGST Rules, 2017]. 

Ratio of the turnover of the units and centres in last quarter, previous to the month during which ITC is to be distributed: 

= 20 lakh : 30 lakh : 10 lakh : 40 lakh 

= 2: 3: 1: 4 

Therefore, 

Pune unit will get - Rs. 24,000 [1,20,000 x (2/10)] as CGST credit, Rs. 24,000 [1,20,000 x (2/10)] as SGST credit and Rs. 48,000 
[2,40,000 x (2/10)] as eligible IGST credit [Clauses (e) & (f)(i) of sub-rule (1) of rule 39 of the CGST Rules, 2017]. 

Chennai unit will get – Rs. 1,44,000 [Rs. 4,80,0001 x (3/10)] as IGST credit  [Clauses (e) &  (f)(ii) of sub-rule (1) of rule 39 of the 
CGST  Rules, 2017].  The credit attributable   to a recipient is distributed even if such recipient is making exempt supplies [Clause 

(d) of sub-rule (1) of rule 39 of the CGST Rules, 2017]. 

Kolkata centre will get - Rs. 48,000 [Rs. 4,80,000 x (1/10)] as IGST credit [Clauses (e) & (f)(ii) of sub-rule (1) of rule 39 of the 
CGST Rules, 2017]. 
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Bengaluru will get - Rs. 1,92,000 [Rs. 4,80,000 x (4/10)] as IGST credit [Clauses (e) & (f)(ii) of sub-rule (1) of rule 39 of the CGST 
Rules, 2017]. 

(4) Ineligible ITC of CGST [Rs. 40,000], SGST [Rs. 40,000] and IGST [Rs. 80,000] will  also be distributed among the units and 
centres in the ratio of their turnover of the last quarter [Section 20(2)(e) of the CGST Act, 2017 read with clause (a)(ii) of the 
explanation to the said section and rule 39(1)(b) of the CGST Rules, 2017]. 

Ratio of the turnover of the units and centres in last quarter, previous to the month during which ITC is to be distributed: 

= 20 lakh : 30 lakh : 10 lakh : 40 lakh 

= 2: 3: 1: 4 

Therefore, 

Pune unit will get - Rs. 8,000 [40,000 x (2/10)] as CGST credit, Rs. 8,000 [40,000 x (2/10)] as SGST credit and Rs. 16,000 [80,000 x 
(2/10)] as eligible IGST credit. 

Chennai unit will get – Rs. 48,000 [Rs. 1,60,000 x (3/10)] as IGST credit. Kolkata centre will get - Rs. 16,000 [Rs. 
1,60,000 x (1/10)] as IGST credit. Bengaluru will get - Rs. 64,000 [Rs. 1,60,000 x (4/10)] as IGST credit. 

(5) ISD mechanism is meant only for distributing the credit on common invoices pertaining to input services only and not goods 
(inputs or capital goods). 

(6) Eligible ITC of CGST [Rs. 30,000], SGST [Rs. 30,000] and IGST [Rs. 10,000] will be distributed among the Chennai unit and 
Bengaluru centre in the  ratio  of  their turnover of the last quarter [Section 20(2)(d) of the CGST Act,  2017  read  with  
clause (a)(ii) of the explanation to the said section and rule 39(1)(b) of the CGST Rules, 2017]. 

Ratio of the turnover of the Chennai unit and Bengaluru centre in last quarter, previous to the month during which ITC is to be 
distributed: 

= 30 lakh : 40 lakh 

= 3 : 4 

Therefore, 

Chennai unit will get – Rs. 30,000 [Rs. 70,000 x (3/7)] as IGST credit. Bengaluru unit will get – Rs. 40,000 [Rs. 
70,000 x (4/7)] as IGST credit. 
 
Q120. Sarani Weavers at Pune, Maharashtra is an input service distributor and intends to distribute input tax credit u/s 20 of 
the CGST Act, 2017, for the month of March 20XX. The following are the details available for such distribution: 
 

Branch  Turnover of the last quarter (Amt. in `) 
ITC specifically applicable to the 
branch (Amt in `) 

Ganganagar Branch 
(Rajasthan)  

10,00,000 

IGST – ` 12,000 
CGST – ` 3,000 

SGST –` 3,000 

Madhugiri Branch (Karnataka)  5,00,000  Nil 

Kosala Branch (UP)  15,00,000  Nil 

Mumbai Branch 
(Maharashtra)  

20,00,000 

IGST – ` 1,50,000 

CGST– ` 15,000 
SGST– ` 15,000 

 
 
Input services used commonly by all branches against which lTC available is: 
CGST - ` 60,000 
SGST - ` 60,000 

IGST - ` 1,20,000 
   
lTC (IGST) of March 20XX (last year), ` 10,000 which was inadvertently left out, whether same can be considered for 

distribution in March, 20XX (last year) 
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Maiduguri, Karnataka branch uses inputs to manufacture exempted products. Turnover excludes duties & taxes payable to 
Central and State Government. Determine the input tax distribution.  (May 18)/(Question for Practice) 
 
Answer: 
As per section 20 of the CGST Act read with rule 39 of CGST Rules, 2017: 
 
(i) Total GST credit (CGST+ SGST + IGST) of ` 18,000 specifically Attributable to Ganganagar Branch, Rajasthan will be distributed as 

IGST credit of ` 18,000 only to Ganganagar Branch, Rajasthan. [Since Recipient and ISD are located in different states.] 
 
(ii) IGST credit of ` 1, 50,000, CGST credit of ` 15,000 and SGST credit of 15,000 specifically attributable to Mumbai Branch, 

Maharashtra will be distributed as IGST credit of ` 1, 50,000, CGST credit of ` 15,000 and SGST credit of ` 15,000 respectively, only 
to Mumbai Branch, Maharashtra. [Since recipient is located in the same State in which ISD is located.] 
 
(iii) CGST credit of ` 60,000, SGST credit of ` 60,000 and IGST credit of `1, 20,000 have to be distributed among the three branches 
and Mumbai Branch, Maharashtra in proportion of their turnover of the last quarter. 
 
Ganganagar Branch, Rajasthan will get – ` 48,000 [`2, 40,000 x (10, 00,000/ 50, 00,000)] as IGST credit. 
 
Madhugiri Branch, Karnataka will get - ` 24,000 [`2, 40,000 x (5, 00,000/ 50, 00,000)] as IGST credit. 

 
The credit attributable to a recipient is distributed even if such recipient is making exempt supplies. 
 
Kosala Branch, UP will get - ` 72,000 [`2, 40,000 x (15, 00,000/50, 00,000)] as IGST credit 

 
Mumbai Branch, Maharashtra will get - ` 24,000 [60,000 x (20,00,000 50,00,000)] as CGST credit, `24,000 [60,000 x (20,00,000/ 

50,00,000)] as SGST credit and ` 48,000 [1,20,000 x (20,00,000/ 50,00,000)] as 
IGST credit. 
 
(iv) ITC of ` 10,000 of March, 20XX (last year) cannot be distributed in March 20XXas ITC available for distribution in a month is to be 
distributed in the same month. 
 

 
(CA Final Nov 20):  Question 4(a) 
Input Service Distributor (ISD) of a company is registered separately in the State of Kerala and is distributing Input Tax Credit (ITC) to other units in 
the company.  Following details are furnished for a particular month, and you are required to help the ISD department in distributing the ITC to other 
units that are carrying on manufacturing, supplying goods and services to customers.  

Sl. No.  Particulars  Amount 
in lakh 
(₹)  

  Turnover in the relevant month of each of the units:    

(1)  Mumbai (Maharashtra)  12.00  

(2)  Bangalore (Karnataka)  60.00  

(3)  Hyderabad (Andhra Pradesh)  36.00  

 (4)  Trivandrum (Kerala)  72.00  

(5)  Total ITC available during the month with the ISD (includes CGST/SGST & IGST) on account of supplies 
received during the month  

48.00  

(6)  From the above, ITC exclusive to Bangalore unit, available as IGST credit  12.00  

(7)  From the above, ITC exclusive to Trivandrum and Hyderabad units (CGST and SGST of ₹ 3.00 lakh each)  6.00  

(8)  Rest of the credit available is allocable as common credit to all the units and is received from local suppliers 
in Kerala.  

  

(9)  Basic value of a debit note received, during the month, in respect of a previous supply, with rate of tax @ 12% 
IGST being charged and shown separately  

50.00  
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(10)  Total value in the credit note received, during the month, applicable exclusively to Kerala unit, taxed at the 
rate of 9% CGST and 9% SGST, which is charged and indicated separately  

118.00  

Also make your comments regarding the amount of ITC in credit notes, if exceeds the ITC from invoices and debit notes in a particular month 
for all or any of the units. (5 Marks)  

Answer   

Computation of the amount of credit distributed12 by the ISD to various units of the company  

Particulars  Mumbai Unit  Bangalore Unit  Hyderabad Unit  Trivandrum Unit  

CGST  
(₹)  

SGST  
(₹)  

IGST  
(₹)  

CGST  
(₹)  

SGST  
(₹)  

IGST  
(₹)  

CGST  
(₹)  

SGST  
(₹)  

IGST  
(₹)  

CGST  
(₹)  

SGST  
(₹)  

IGST 
(₹) 

ITC exclusive to Bangalore unit  
available as IGST  
[ITC of IGST is distributed as IGST  
only.]  

          12             

ITC exclusive to Trivandrum and  
Hyderabad units [ITC of CGST and SGST 
is distributed as CGST and SGST to unit 
located in Kerala (Trivandrum unit) and as 
IGST to unit located in a different State  
(Hyderabad unit) in  the ratio of 2:1.]  

                2  2  2   

Common credit for all units   
[Balance  credit of  CGST  and 
 SGST  
(since supplies are received locally) of  ₹ 
 15  lakh  each  
(₹ 48 lakh – ₹ 12 lakh  

    2      10      6  6  6   

 – 
₹ 6 lakh) to be distributed among all four 
units in proportion of their turnover of the 
relevant month, i.e., 1:5:3:6.  Further, ITC 
will be distributed to Mumbai, Bangalore 
and Hyderabad unit as IGST and to  
Trivandrum unit as  CGST and SGST.]  

            

Additional ITC [₹ 6 lakh (₹ 50 lakh2 × 
12%)] on account of debit note received3 
from supplier to be distributed among all 
four units in proportion of their turnover of 
the relevant month, i.e., 1:5:3:6.  
[ITC of IGST is distributed as IGST  
only.]  

    0.4      2      1.2      2.4 

ITC to be reduced on account of credit 
note received  from supplier, 
exclusive to Kerala unit4  
9% of (₹ 118 lakh5 × 100/118)  

                  9  9   

 
Total ITC apportioned to each unit  

0  0  2.4  0  0  24  0  0  9.2  -1  -1  2.4 

Negative amount apportioned to  
Trivandrum unit shall be added to its 
output tax liability since ITC distributed to it 
by ISD is less than the amount reduced on 
account of credit note  

                  1  1   

 
2
 Being basic value of the debit note received, the amount of ₹ 50 lakh has been assumed to be exclusive of taxes.  
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3
 It has been most logically assumed that the additional ITC of ₹ 6 lakh on account of the debit note received during the 

month from a supplier in respect of a previous supply pertains to all the four units.  
4
 It has been most logically assumed that there is one unit of the company located in Kerala and i.e., Trivandrum unit.  

5
 Being total value in credit note received, the amount of ₹ 118 lakh has been assumed to be inclusive of taxes.  

 

Q122. [RTP May 2020] ABC Petroleum Limited is engaged in the business of  refining  and  marketing  of petroleum products. It has 

one refinery each in the States of Tamil Nadu, West Bengal & Maharashtra and numerous administrative and marketing offices 

spread across the country. The Company has separate marketing cum administrative  offices  for  every major State and common 

administrative cum marketing offices for a  group  of  small  States e.g., all north-eastern States are covered under one marketing 

cum administrative office. The Company also blends lubricants in its blending plants located in the States of Maharashtra and Tamil 

Nadu. 

As a policy, all the places of business of  the Company  in  a  State are registered under one registration. 
Imported crude is used as input in the refinery and following major products are extracted after refining process: 

Products chargeable to GST (Group A) Products not chargeable to GST (Group B) 

Base oil (An input for blending lubricants) Petrol 

Furnace oil Diesel 

Bitumen (Used for road construction) Air turbine fuel 

LPG (Domestic and Industrial)  

Base oils are further sent to blending plants where they are blended with additives to produce lubricants. The Company provides the 
following particulars for States of Tamil Nadu, Maharashtra and Kerala for the month of January 20XX: 

(Amount in thousands) 
Particulars Tamil Nadu 

(Rs.) 
Maharashtra 

(Rs.) 
Kerala 

(Rs.) 

Value of supply inclusive of all taxes/duties (Group B products) 1,650 3,400 1,575 

Value of supply (Group A products) before all taxes/duties 100 200 20 

Excise duty leviable on supply of Group B products 500 1,000 110 

VAT on supply of Group B products 250 600 65 

Tax paid on inputs and input services procured at the blending plant 5 6 0 

Tax paid on spares procured at the refinery (Spares are booked in revenue 
account) 

3 8 0 

Tax paid on inputs and input services procured at the marketing cum 
administrative office 

2 3 1 

Tax paid capital asset procured at the blending plant 0 5 0 

Tax paid capital asset procured  at  the refinery 12 0 0 

Assume that all of the Group A products are chargeable to GST @ 18% (including both CGST and SGST or IGST, as the case may 
be) 
The Finance department of ABC Petroleum Limited seeks your professional advice on following questions: 
(i) The value of company‘s supply in the Union Territory of Puducherry is Rs. 32,34,000 (Group A products) and in the State of 

Goa is Rs. 18,38,000 (Group A and Group B products) for the year ending March 20XX. GST registration is 
(a) Not required for both Puducherry and Goa 
(b) Not required for Goa but required for Puducherry 
(c) Required for both Puducherry and Goa 
(d) Not required for Puducherry but required for Goa 

 
Answer:-  (c) Required for both Puducherry and Goa 
Hint - (Every supplier shall be liable to be registered in the State or Union territory, from where he makes a taxable supply of goods 
or services or both, if his aggregate turnover in a financial year exceeds specified limits) (Aggregate Turnover Includes Value of all 
outward supplies = Taxable supplies + Exempt supplies + Exports + Inter-State supplies of persons having same PAN be computed on all 
India basis) 
(ii) The eligible ITC available at marketing cum administrative office located in the State of Maharashtra, for the month of 

January 20XX, is- 
a. Rs. 3,000 
b. Rs. 300 
c. Rs. 166.67 
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d. Rs. 1,500 
Answer:- (b) Rs. 300 
Hint: D1 = 3000*1800/2000 = 2700 
[Where 3000 is the common credit] 
[Where 1800 is Exempt Turnover [calculated as 3400-1000-600 = 1800] 
[Where 2000 is Total Turnover  [calculated as 1800 + 200 = 2000] 
Eligible ITC = Common Credit – ITC Reversed = 3000 – 2700 = 300 
 
(iii) The eligible ITC in respect of the capital asset procured in the State of Tamil Nadu,  for the month of January 20XX: 

(a) Rs. 12,000, (b) Rs. 200, (c) Rs. 11,811.11, (d) Rs. 11,820 
Answer:- (d) Rs. 11,820 

Hint: Te i.e Reversal = 200*900/1000 = 180 
[Where Tc = 12000 is the Common credit on Capital Goods] 
[Where Tm = 12000/60 = 200 Common Credit for the Tax Period i.e. Month of Jan as life of asset is taken as 60 Months under GST 
law] 
[Where 900 is Exempt Turnover [calculated as 1650-500-250 = 900] 
[Where 1000 is Total Turnover [calculated as 900 + 100 = 1000] 
Eligible ITC = Common Credit Availed – ITC Reversed = 12000 – 180 = 11820 

 
(iv) Lubricant valued at Rs. 10,000 has been stock transferred from the blending plant located in the State of Tamil Nadu to the 

refinery located in the same State, in the month of January 20XX. The GST (CGST and SGST) payable on  such 
transaction is? 

(a) Nil as the transaction is not a supply 
(b)  (b) Rs. 900 
(c) Rs. 1,800 
(d) Nil as such supply is exempted from GST 

Answer:- (a) Nil as the transaction is not a supply  
(Hint - As both premises have same registration, they cannot be considered as distinct persons. Hence not a supply) 

(v) Due to sudden fire in the store room of the refinery located in Maharashtra  on January 28th 20XX, the entire quantity of 
spares procured in the month of January 20XX gets destroyed. What action is required from ABC Petroleum Limited? 
(a) No action is required on the part of ABC Petroleum Limited under GST Law. 
(b) ABC Petroleum Limited should report to jurisdictional GST Department for verification of the loss of inputs on account of 

fire. 
(c) ABC Petroleum Limited should not avail ITC of tax paid on the spares. 
(d) ABC Petroleum Limited should avail ITC and reverse the same. 

Answer:- ABC Petroleum Limited should not avail ITC of tax paid on the spares. 
[Hint – Refer Section 17(5) of CGST Act, 2017 on blocked Credits] 

JOB WORK PROCEDURE [SECTION 143] and  TAKING INPUT TAX CREDIT IN RESPECT OF NPUTS AND CAPITAL 
GOODS SENT FOR JOB WORK [SECTION 19] 
 

Q35. M/s. Lex Corp. (P) Ltd. is a registered manufacturer of fruit juices. It  purchases  plastic bottles and cardboard and sends the 

same for affixing stickers on plastic bottles and manufacturing boxes from cardboard to a registered job worker, M/s. Hammer 

Industries 

(P) Ltd. These raw materials  are  sent directly from  the  place  of business  of supplier  to the premises  of job  worker. M/s. Lex  

Corp. (P)  Ltd. booked  input tax  credit on purchase  of such items. The following transactions took place in this regard: 

Value of goods 

sent to job worker 

Input tax paid 

on such goods 

Date of 

purchase of 

goods by 

M/s Lex Corp. 

(P) Ltd. 

Date of receipt of goods by 

M/s Hammer Industries (P) 

Ltd. 

Date of goods received back 

from M/s Hammer Industries (P) 

Ltd. 

` 50,000 ` 6,000 10-07-2017 15-07-2017 12-07-2018 

` 2,00,000 ` 24,000 25-09-2017 27-09-2017 13-10-2018 
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` 8,00,000 ` 96,000 22-12-2017 25-12-2017 16-08-2019 

` 10,00,000 ` 1,20,000 21-01-2018 25-01-2018 23-01-2019 

` 3,50,000 ` 42,000 24-02-2018 26-02-2018 28-02-2019 

Determine the total amount to be  added  to  the  output tax  liability of M/s. Lex  Corp. (P)  Ltd. in case of violation  of section  143  

of the  CGST  Act, 2017.  Ignore the different point  of times when the amount is added to the output tax liability. 

(a) ` 2,88,000/- + Interest @ 18%  

(b) ` 2,88,000/- + Interest @ 24%  

(c) 1,62,000/- + Interest  @ 24%  

(d) 1,62,000/- +Interest @ 18%  [RTP NOV 19 

Answer:- (d) 1,62,000/- +Interest @ 18% 

 

Q36. Alok Pvt. Ltd., a registered manufacturer, sent steel cabinets worth ` 50 lakh under a delivery challan to M/s Prem Tools, 
a registered job worker, for job work on 28.01.20XX. The scope of job work included mounting the steel cabinets on a metal 
frame and sending the mounted panels back to Alok Pvt. Ltd. The metal frame is to be supplied by M/sPrem Tools. M/s Prem 
Tools has agreed to a consideration of ` 5 lakh for the entire mounting activity including the supply of metal frame. During 
the course of mounting activity, metal waste is generated which is sold by M/s. Prem Tools for ` 45,000. M/s Prem Tools sent 

the steel cabinets mounted on the metal frame to AlokPvt. Ltd. on 03.12.20XX in the same financial year. 
 
Assuming GST rate for metal frame as 28%, for metal waste as 12% and standard rate for services as 18%, you are required to 
compute the GST liability of M/s Prem Tools. Also, give reason(s) for inclusion or exclusion of the value of cabinets in the job 
charges for the purpose of payment of GST by M/s Prem Tools. (Question for Practice)/ Mock Test Mar 18) 
 
Answer: 
As per para 3 of Schedule II to the CGST Act, any treatment or process which is applied to another person‘s goods is a supply of 
services and accordingly is subject to GST rate applicable for services. 
 
In the given case, M/s Prem Tools (job worker) undertakes the process of mounting the steel cabinets of Alok Pvt. Ltd. (principal) on 
metal frames. In view of para 3 of Schedule II to the CGST Act cited above, the mounting activity classifies as service even though 
metal frames are also supplied as a part of the mounting activity. Accordingly, the job charges will be chargeable to rate of 18%, which 
is the applicable rate for services.  
 
Further, the value of steel cabinets will not be included in the value of taxable supply made by M/s Prem Tools as the supply of 
cabinets does not fall within the scope of supply to be made by M/s Prem Tools. M/s Prem Tools is only required to mount the steel 
cabinets, which are to be supplied by Alok Pvt. Ltd., on metal frames, which are to be supplied by it. 
 
As regards sale of waste generated during the job work, since M/s Prem Tools is registered, the tax leviable on the supply will have to 
be paid by itin terms of section 143(5) of the CGST Act. Such supply will be treated as supply of goods and subject to GST rate 
applicable for metal waste.  
 
Accordingly, the GST liability of M/s Prem Tools will be computed as under: 
 

Particulars  
Amount 
(`) 

Job charges  5,00,000 

GST @ 18% (A)  90,000 

Sale of metal waste  45,000 

 
GST @ 12% (B)  

5,400 

Total GST payable (A) + (B)  95,400 

 

Q37. Genie Engineers had a mould delivered directly to a job worker from the supplier for making certain precision parts for use in the 

factory of Genie Engineers. As per agreement, the mould was to remain with the job worker as long as work was being sent to him. 



CA Manoj Batra     189 
 
After four years a departmental audit team that visited the job worker noticed the mould and traced it to Genie Engineers. GST was 

demanded from Genie Engineers for taking ITC without receiving the mould and furthermore for not bringing the mould back after three 

years of delivery to the job worker. How should they respond to this? (ICAI Study Mat.) 

Answer: 
Genie Engineers should reply on the following lines:  

Under section 19(6) of CGST Act, the principal may take ITC on capital goods sent to a job worker for job work without being first 
brought to his place of business.  
The capital goods sent for job work should either be returned to the principal or must be supplied from the job worker‘s premises within 
3 years [extendible by another 2 years] from sending them to the job worker or direct receipt by the job worker from the supplier. If the 
above time-lines are not met, it is deemed that the capital goods were supplied by the principal to the job worker (in other words, tax 
will be payable on them) on the day they were sent out to the job worker [Section 19(6)].  
However, sub-section (7) of section 19 provides that the time-limit of three years in sub-section (6) for bringing back the capital goods 
from the job worker does not apply to moulds. Hence, Genie Engineers have correctly taken the ITC on moulds 

 
Q41. Sudama Industries Ltd., registered in the State of Jammu & Kashmir, manufactures plastic pipes  

for other suppliers on job-work basis. On 10th January, Plasto Manufacturers (registered in the State of Himachal Pradesh) 

sent plastic worth `. 4 lakh and moulds worth ` 50,000, free of cost, to Sudama Industries Ltd. to make plastic pipes. Sudama 

Industries  Ltd. also used its own material - a special type of lamination material for coating the pipes - worth ` 1 lakh in the 

manufacture of pipes. It raised an invoice of ` 2 lakh as job charges for making pipes and returned the manufactured pipes 

through delivery challan to Plasto Manufacturers on 20th October in the same financial year.  

 

The same quality and quantity of plastic pipes, as was made for Plasto Manufacturers, were made by Sudama Industries Ltd. 

from its own raw material and sold to Solid Pipes (registered in Jammu and Kashmir) for ` 7.5 lakh on 20th October.  

Examine the scenario and offer your views on the following issues with reference to the provisions relating to job work under 

the GST laws:   

(i) Is there any difference between the manufacture of plastic pipes by Sudama Industries Ltd. for Plasto 

Manufacturers and for Solid Pipes?   

(ii) Whether Sudama Industries can use its own material even when it is manufacturing the plastic pipes on job-

work basis?   

(iii) Whether sending the plastic and moulds to Sudama Industries Ltd. by Plasto Manufacturers is a supply and a 

taxable invoice needs to be issued for the same?    

(iv) Whether Sudama Industries should include the value of free of cost plastic and moulds supplied by Plasto 

Manufacturers in its job charges?  (ICAI Study Mat.)/ (Question for Practice)/ Mock test Mar 19) 

Answer:-  

(i) As per section 2(68), job work means any treatment or  process  undertaken by a person on goods belonging to another 

registered person and the expression ―job worker‖ shall be construed accordingly. The registered person on whose goods (inputs 

or capital goods) job work is performed is called the principal. Thus, the job worker is expected to work on the goods sent by the 

principal. 

Therefore, when the goods are manufactured by Sudama Industries Ltd. for Plasto Manufacturers, it is job work as the process is 
undertaken on inputs (plastic and moulds) supplied by the principal (Plasto Manufacturers) and when goods are manufactured 
for Solid Pipes, it is manufacture on own account as the pipes are manufactured from company‘s own raw material. Further, 
processing or treatment on job work basis is a supply of service in terms of para 3 of Schedule II to the CGST Act, 2017 and 
manufacture of pipes on own account is a supply  of goods. 

(ii) It has been clarified vide Circular No. 38/12/2018 GST dated 26.03.2018 that the job worker, in addition to the goods 
received from the principal, can use his own goods for providing the services of job work. 

(iii) Section 143 provides that the registered principal may, without payment of tax, send inputs or capital goods to a job worker 
for job work. Subsequently, on completion of the job work, the principal shall either bring back the goods to his place of 
business or supply (including export) the same directly from the place of business/ premises of the job worker within one 
year in case of inputs or within three years in case of capital goods (except moulds and dies, jigs and fixtures or tools). 
Thus, the provision relating to return of goods is not applicable in case of moulds, dies, jigs, fixtures and tools. 
If the time frame of one year/ three years for bringing back or further supplying the inputs/ capital goods is not adhered to, the 
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activity of sending the goods for job work shall be deemed to be a supply by the principal on the day when the said inputs/ 
capital goods were sent out by him. Thus, essentially, sending goods for job work is not a supply as such, but it acquires the 
character of supply only when the inputs/ capital goods sent for job work are neither received back by the principal nor 
supplied further by the principal from the place of business/ premises of the job worker within one/ three years of being sent 
out. 

Therefore, sending of plastic and moulds by Plasto Manufacturers to Sudama Industries Ltd. (job worker) is not supply as the 
manufactured pipes are received back within the stipulated time and the provisions relating to return of goods are not applicable in 
case of moulds. 
Rule 45 provides that the inputs, semi-finished goods or capital goods being sent for job work shall be sent under the cover of a 
delivery challan issued by the principal. 
Therefore, Plasto Manufacturers need not issue a taxable invoice for sending the inputs to Sudama Industries Ltd. but should send 
the inputs under the cover of a challan. 
(iv) As per section 15(2)(b), any amount that the supplier is liable to pay in relation to such supply but which has been incurred by 

the recipient of the supply and not included in the price actually paid or payable for the goods or services or both, is includible in 

the value of supply. However, Sudama Industries Ltd. should not include the value of free of cost plastic and moulds supplied by 

Plasto Manufacturers in its job charges as Sudama Industries Ltd. is manufacturing the plastic pipes on job work basis. The scope 

of supply of the Sudama Industries Ltd. is to manufacture plastic pipes from the raw material supplied by the Plasto 

Manufacturers. Thus, at no point of time was Sudama Industries Ltd. (supplier of job work service) liable to pay for the raw 

material and therefore, the value thereof should not be included in its job charges even though the same has been incurred by 

Plasto Manufacturers (recipient of job work service). 

 
Q42. Bedi Manufacturers, a registered person, instructs its supplier to send the capital goods directly to Rajesh Enterprises, 

who is a job worker, outside its factory premises for carrying out certain operations on the goods. The goods were sent by 

the supplier on 10-04-20XXand were received by the job worker on 15-04-20XX. Rajesh Enterprises carried out the job work, 

but did not return the capital goods to their principal- Bedi Manufacturers. Discuss whether Bedi Manufacturers are eligible to 

retain the input tax credit availed by them on the capital goods. What action under the GST Act is required to be taken by Bedi 

Manufacturers? What would be your answer if in place of capital goods, jigs and fixtures are supplied to the job worker and 

the same has not been returned to the principal?  (Question for Practice)/ 

Answer: 
As per section 19(5) of the CGST Act, 2017, the principal is entitled to take input tax credit of capital goods sent for job work even if the 

said goods are directly sent to job worker. 

Further, section 19(6) of the CGST Act, 2017 stipulates that where the capital goods sent directly to a job worker are not received back 

by the principal within a period of 3 years of the date of receipt of capital goods by the job worker, it shall be deemed that such capital 

goods had been supplied by the principal to the job worker on the day when the said capital goods were received by the job worker. 

In view of aforementioned provisions, Bedi Manufacturers are eligible to retain the input tax credit availed by them on the capital goods. 

However, if the capital goods are not returned by Rajesh Enterprises within3 years from 15.04.20XX (date of receipt of capital goods by 

job worker), it shall be deemed that such capital goods had been supplied by Bedi Manufacturers to Rajesh Enterprises on 15.04.20XX 

and Bedi Manufacturers shall be liable to pay the tax along with applicable interest. 

However, there is no time limit for return of moulds and dies, jigs and fixtures or tools sent out to a job worker for job work [Section 

19(7) of the CGST Act, 2017.  

However, if Rajesh Enterprises does not return the jigs and fixtures to Bedi Manufacturers, it shall not be considered as a supply of jigs 

and fixtures to Rajesh Enterprises by Bedi Manufacturers. In this case also, Bedi Manufacturers will be eligible to retain the input tax 

credit availed by them. 
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Question on Amendment 
 
Q3. Refer Question No. 28(i), 28(ii), 76, 79, 83 
  

Que on Circular No.133 03/2020-GST: Issues in respect of apportionment of input tax credit (ITC) in cases of business 
reorganization under section 18 (3) of CGST Act read with rule 41(1) of CGST Rules 
 

Q5. 

if there is demerger, then input tax credit 
shall be apportioned in the ratio of the 
value of assets of the new units as 
specified in the demerger scheme. whether 
value of assets of the new units is to be 
considered at State level or at all-India level  

1. As GST is PAN based, and separate registration in different States is needs to be 
taken therefore each such registration is to be considered a distinct person for the 
purpose of the Act. 

2. Therefore the value of assets of the new units is to be taken at the State level (at the 
level of distinct person) and not at the all-India level. 

 

 

Q6. A company XYZ is registered in two States of M.P. and U.P. 

 M.P state U.P State  Total  

Value of Assets of XYZ 60 crore 40 crore 100 crore 

Value of assets transferred due to demerger to Co. ABC 30 Crore 10 crore 40 crore 

What is the ratio of value of assets for transferring Unutilized ITC Transfer to M/s ABC 
Answer 
The unutilized ITC of XYZ in State of M.P. shall be transferred to ABC on the basis of ratio of value of assets in State of M.P., i.e. 
30/60 = 0.5 and not on the basis of all-India ratio of value of assets, i.e. 40/100=0.4. Similarly, unutilized ITC of XYZ in State of U.P. 
will be transferred to ABC in ratio of value of assets in State of U.P.,i.e. 10/40 = 0.25 

It is shown in table as follows 

 M.P state U.P State  Total  

Value of Assets of XYZ 60 crore 40 crore 100 crore 

Value of assets transferred due to demerger to Co. ABC 30 Crore 10 crore 40 crore 

Unutilized ITC Trfd to ABC  30/60 = 0.5 10/40 = 0.25  

 

 

 

Q7. 

Is the transferor required to file FORM GST ITC – 02 
in all States where it is registered? 

No. Transferor is required to file FORM GST ITC-02 only in those States 
where both transferor and transferee are registered. 

Q8. 

What is manner of apportionment of unutilized credit for any kinds of 
business reorganizations [example, in case of slump sale through a 
business transfer agreement, like demerger, only a specific 
division/vertical/unit of the business of the assessee may be 
transferred (i.e partial transfer of business assets along with liabilities) 

The formula for apportionment of ITC, as prescribed 
under proviso to sub-rule (1) of rule 41 of the CGST 
Rules, shall be applicable for all forms of business 
re-organization that results in partial transfer of 
business assets along with liabilities. 
 

Q9. 

Whether calculation of apportionment of 
ITC in case of demerger shall be applied in 
respect of each of the heads of input tax 

No, the ratio of value of assets, as prescribed under proviso to sub-rule (1) of rule 41 
of the CGST Rules, shall be applied to the total amount of unutilized input tax 
credit (ITC) of the transferor i.e. sum of CGST, SGST/UTGST and IGST credit. The 
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credit viz. CGST/ SGST/ IGST/ Cess? said formula need not be applied separately in respect of each heads of ITC 

(CGST/SGST/IGST). 
Note: Further, the said formula shall also be applicable for apportionment of Cess 
between the transferor and transferee. 

 

Q10. 

How to determine the 
amount of ITC that is to 
be transferred to the 
transferee under each tax 
head (IGST/CGST/SGST) 
while filing of FORM GST 
ITC–02 by the transferor? 

1. The total amount of ITC to be transferred to the transferee (i.e. sum of CGST, SGST/UTGST 
and IGST credit) should not exceed the amount of ITC to be transferred, as determined under 
rule 41(1) of the CGST Rules. 

2. However, the transferor shall be at liberty to determine the amount to be transferred under 
each tax head (IGST, CGST, SGST/UTGST) within this total amount, subject to the ITC balance 
available with the transferor under the concerned tax head. 

(1) (2) (3) (4) (5) (6) 

State  
  

Asset  
Ratio of 
Transferee  
  

Tax  
Heads  
  

ITC balance of Transferor  
(pre apportionment) as on 
the date of filing  
 FORM  GST  
ITC–02)  

Total amount 
of ITC  
transferred to 
the  
Transferee 
under  
FORM  
GST ITC- 02  

ITC balance of Transferor  
(post apportionment) after 
filing of FORM GST ITC–02)  
[Col (4) –  Col (5)]  

Delhi    
70%  

CGST  10,00,000  10,00,000  0  

SGST  10,00,000  10,00,000  0  

IGST  30,00,000  15,00,000  15,00,000  

Total  50,00,000  35,00,000  15,00,000  

Haryan 
a  

  
40%  

CGST  25,00,000  3,00,000  22,00,000  

SGST  25,00,000  5,00,000  20,00,000  

IGST  20,00,000  20,00,000  0  

Total  70,00,000  28,00,000  42,00,000  
 

Q11. 

In order to calculate the amount of transferable 
ITC in case of demerger, the apportionment 
formula which date shall be relevant to 
calculate the amount of unutilized ITC balance 
of transferor. 
Which date shall be relevant to calculate the 
ratio of value of assets 

 For the purpose of apportionment of ITC under sub-rule (1) of rule 41 of the 
CGST Rules, while the ratio of the value of assets should be taken as on the 
―appointed date of demerger‖, the said ratio is to be applied on the ITC balance 
of the transferor on the date of filing FORM GST ITC – 02 to calculate the 
amount to transferable ITC. 

 

Question 15 

 Value GST 

Goods purchased invoice dated 05-03-2021 1,00,000 18,000 

Subsequently, it was noticed that invoice issued was of less amount, so 
debit note issued on 10 April, 2021 

20,000 3,600 

Determine upto when input tax credit can be availed. 
Answer  
FY in which Invoice issued = FY 2020-21, annual Return can be filed upto 31st Dec 2021 

Time limit for availment of ITC as per Sec 16(4) is the earlier of following 2 dates— Input Tax credit of Rs 18,000 
relating to invoice can be 
taken upto  
20 October 2021 
 

(a) the due date of furnishing of return for September, 2021 (assumed, 20 Oct, 2021); or 

(b) the date of furnishing of the relevant annual return (31st Dec, 2021). 
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FY in which Debit Note issued = FY 2021-22, annual Return can be filed upto 31st Dec 2022 

Time limit for availment of ITC as per Sec 16(4) is the earlier of following 2 dates— Input Tax credit of Rs 3,600 
relating to Debit Note can be 
taken upto  
20 October 2022 
 

(a) the due date of furnishing of return for September, 2022 (assumed, 20 Oct, 2022); or 

(b) the date of furnishing of the relevant annual return (31st Dec, 2022). 

 

 

Que: Short note on Requirement of Submission of intimation for goods sent for job work and returned back. Whether it is filed monthly/Quarterly/Half 

yearly or yearly? 

Ans  

The Form GST ITC-04 will serve as the intimation as envisaged under section 143 of the CGST Act. 

it is the responsibility of 
principal to include the 
details of all the challans 
relating to goods sent by 
him 

to one or more job worker or from one job worker to another and its return therefrom during a specified period 
in Form GST ITC-04 by the 25th day of the month succeeding the specified period. This period can be 
extended by/Commissioner of CGST/ SGST/UTGST. 
Specified period =  
(i) Half Year (if Aggregate TO of P.Y > 5 Crore) 
(ii) A F.Y (if Aggregate TO of P.Y  ≤ 5 Crore) 
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CHAPTER 9 –  
TAX INVOICE, CREDIT AND DEBIT NOTE 

 

Q59. What is the manner of issuing E-invoicing? 
   

 E-invoicing  
The GST Council approved the proposal to introduce electronic-invoice (hereinafter called as e-invoice) in a phased manner 
in its 37th meeting held on 20th September, 2019. Accordingly, steps have been taken to introduce 'e-invoicing' for reporting of 
business to business (B2B) invoices to GST System, beginning from 1st January 2020 on voluntary basis. With effect from 
1st October, 2020, there is a switch from voluntary to mandatory e-invoicing for certain notified category of taxpayers5.  
  
All registered businesses with an aggregate turnover (based on PAN) in any preceding financial year from 2017-18 onwards 
greater than ` 50 crore (hereinafter referred to as „notified persons‟) will be required to issue e-invoices.  

Before we proceed further, 
let us first understand what 
is „e-invoicing‟? 

E-invoicing is not generation of invoice by a Government portal. Taxpayers will continue to 
create their GST invoices on their own Accounting/Billing/ERP Systems as per e-invoice 
schema. These invoices will then be reported to „Invoice Registration Portal (IRP)‟. On such 
reporting, IRP will generate a unique „Invoice Reference Number (IRN)‟, digitally sign it and 
return the e-invoice to the supplier. A GST e-invoice will be valid only with a valid IRN. 

Presently, invoices, credit notes and debit notes, when issued by notified persons (to 
registered persons (B2B) or for the purpose of exports) are covered under e-invoice. 
Though different documents are covered, for ease of reference and understanding, the 
system is referred as „e-invoicing‟.  

Advantages of e-invoicing  E-invoice has many advantages for businesses.  
1. One such advantage is auto-reporting of invoices into GST return and auto-

generation of e-way bill (wherever required). Under e-invoicing, business has to report 
the B2B invoice data only once in the e-invoice form and the same is reported in 
multiple forms (GSTR-1, e-way bill etc.). E-way bill can be auto-generated using e-
invoice data. GSTR-1 can also be auto-populated with the e-invoice data. It will 
become part of the business process of the taxpayer.  

2. Consequently, there will be a substantial reduction in transcription errors as same 
data will get reported to tax department as well as to the buyer to prepare his inward 
supplies (purchase) register. On receipt of information through GST System, buyer can 
do reconciliation with his Purchase Order.  

3. Thus, it will facilitate standardisation and inter-operability leading to reduction of 
disputes among transacting parties, improve payment cycles, reduction of 
processing costs and thereby greatly improving overall business efficiency. 

4. Further, since a complete trail of B2B invoices is available with the Department, it 
will enable the system-level matching of input tax credit and output tax thereby 
reducing the tax evasion.  

5. Last but not the least, e-invoicing will eliminate the fake invoices. Claiming fictitious 
input tax credit (ITC) by raising fake invoices is also one of the biggest challenges 
currently faced by tax-authorities. The e-invoice system will help to curb the actions 
of unscrupulous taxpayers and reduce the number of fraud cases as the tax 
authorities will have access to data in real-time.  

 

 

 

E-invoicing statutory provisions  

E-invoicing statutory 
provisions  
 

Rule 48(4) stipulates that the e-invoice shall be prepared by notified class of registered 
persons, by uploading such particulars as contained in Form GST INV-01 on the Common GST 
Electronic Portal6 and obtain an IRN (Invoice Reference Number), in prescribed manner and 
subject to prescribed conditions and restrictions.  
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6 10 dedicated Invoice Reference Portals have been notified as Common Goods and Service 
Tax (GST) Electronic Portal for the purpose of preparing e-invoice. These portals are enlisted 
in subsequent paras.  

However, the Commissioner may, on the recommendations of the Council, by notification, 
exempt a person or a class of registered persons from issuance of e-invoice under rule 48(4) 
for a specified period, subject to such conditions and restrictions as may be specified in the said 
notification.  
 

1. Rule 48(5): Every invoice, issued by above persons, in any manner other than the manner 
specified in the rule 48(4) shall not be treated as an invoice.  

2. Rule 48(6): Where e-invoicing is applicable, there is no need of issuing invoice copies in 
triplicate/duplicate. 

Class of persons notified 
to mandatorily issue e-
invoice  
 

In view of said powers, a 
registered person (except 
specified class of  
persons7),  

whose aggregate turnover 
in any preceding financial 
year from  2017-18 
onwards exceeds `  50 
crores, has been notified 
as class of persons.  

who shall prepare e-invoice in 
respect of B2B supplies (supply of 
goods or  services or both to a 
registered person) or for exports8.  
 

Presently, invoices, credit notes and debit notes, when issued by notified 

persons (to registered persons (B2B) or for the purpose of exports) are 

covered under e-invoice.  
If the invoice issued by a notified person is in respect of supplies made by  him tax on which is 
payable under reverse charge under section 9(3),  e-invoicing is applicable 

E-invoicing is also not 
applicable to 

Thus, presently, such notified persons are not required/allowed to report B2C invoices. 
However, they will be brought under e-invoice in the next phase.  
Further, e-invoicing is also not applicable to invoices issued by Input Service Distributor  (ISD).  

E-invoicing is also not applicable to: 7 a government department, a local authority, 
Special Economic Zones unit  and insurer or banking company or financial institution 
including NBFC, GTA, supplier of passenger transportation service, person supplying services 
by way of admission to exhibition of cinematograph films in multiplex screens 8 vide 
Notification No. 13/2020 CT dated 21.03.2020 as amended 

 (4) A taxpayer (say a firm of advocates) having aggregate  turnover in a FY of more than `  50 crore 
is supplying services to a  company (who will be discharging tax liability as recipient under  reverse 
charge mechanism), such invoices have to be reported by said tax  payer (since it is a notified 
person) to IRP.  
On the other hand, where specified category of supplies are received by  notified person from 
unregistered persons [attracting reverse charge under  section 9(4)] or through import of 
services, e-invoicing doesn‟t arise/ not  applicable. E-invoicing is also not applicable for import 
of goods (Bills of  Entry).  
 

Exemption from e-
invoicing  
 

Following entities are exempt from the mandatory requirement of  e-invoicing:  

a government department, a local authority 

Special Economic Zone units**  
**It is important to note here that only SEZ units and not SEZ developers are exempt from issuing 
e-invoices. Thus, SEZ developers whose turnover exceeds ` 50 crores in any preceding 
financial year from 2017-18 onwards are mandatorily required to issue e-invoices.  
Further, in case of supplies made by notified persons to SEZ units, e-invoices need to be 
issued.  
 

Insurer or banking company or financial institution including NBFC  
GTA supplying services in relation to transportation of goods by road in a goods carriage 
Supplier of passenger transportation service  
Person supplying services by way of admission to exhibition of cinematograph films in 

multiplex screens 
 Thus, above mentioned entities are not required to issue e-invoices even if their turnover exceeds 
Rs 50 crore in the preceding financial year from 2017-18 onwards.  

 (5) Maharaja Private Limited has an SEZ unit and a regular DTA unit (both having same PAN). The 
aggregate total turnover of Maharaja Private Limited is more than `  50 crores (considering  both 
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the GSTINs). However, the turnover of DTA unit is below `  10 crores  for FY 2019-20.  
In this scenario, SEZ unit is exempt from e -invoicing. However, e-invoicing  will be applicable 
to DTA Unit because the aggregate turnover of the legal  entity in this case is > `  50 crores. 
The eligibility is based on aggregate  annual turnover on the common PAN.  
 

How e-invoice is 
generated?  
 

1. The taxpayer first prepares and 
generates his invoice using his own  
ERP/ accounting/ billing system or 
manual system9.  

9 For entities not having their own ERP/Software 
solutions, they can use the free offline utility 
(„bulk generation tool‟) downloadable from the e-
invoice portal. Through this, invoice data can be 
easily reported to IRP and obtain IRN/signed e-
invoice 

2. The invoice must conform to the e-invoice schema (standard notified format - discussed in 
detail subsequent paras) and must have the mandatory parameters. 
Mandatory Field: [(i) Type of supply (B2B/Export) (ii) Document (Type (invoice/Dr/Cr Note), 
Number, Date) (iii) Supplier & Recipient detail (iv) item details (Goods/sevice HSN) (v) Tax 
Details 
Optional Field: [(i) Contract Detail (ii) Payment detail (iii) e-way bill Detail – Transporter ID‟ 
and „Vehicle Number‟, etc.] 

3. The details of this invoice are uploaded/reported by the taxpayer to the Invoice Registration 
Portal (IRP). This way taxpayer registers his supply transaction on IRP.  

4. On uploading, IRP returns the e-invoice with a unique „Invoice Reference Number (IRN =64 
digit – Contain GSTIN, F.Y, Document Type/No., other Detail )‟ (explained in detail 
subsequent paras) after digitally signing the e-invoice and adding a QR Code (Quick 
Response Code = Contain Digital Signature, IRP, other detail).  

Then, the supplier shares the e-invoice with the receiver (along with QR Code).  
 

How e-invoice data is 
consumed by GST System 
for generation of e-way bill 
or populating relevant 
parts GST Returns?  
 

IRP sends the e-invoice data along with IRN10 to the GST System as well as to E-Way Bill 
System.  
10 same as that has been returned by the IRP to the seller   

The GST system will auto-populate them into GSTR-1 of the supplier and GSTR-2A of 
respective receivers. With source marked as „e-invoice‟, IRN and IRN date will also be shown in 
GSTR-1 and GSTR-2A.  
The e-invoice schema (discussed subsequently) includes parameters e.g. „Transporter ID‟ and 
„Vehicle Number‟, etc. that are required for creating and generating e-way bills. These can be 
entered if available with seller, at the time of generation of e-invoice so that e-way bill can be 
created using this data without any further requirement of data entry by the user. The e-
invoice reporting software already allows reporting of e-invoice and generation of e-way bill with 
same data.  
 

Cancellation/amendment 
of reported invoice  
 

Where needed, the seller can cancel IRN for an e-invoice already reported by reporting it on IRP 
within specified time. Amendment of e-invoice already uploaded on IRP will be done only on 
GST portal. Amendment of invoices is not possible through the IRP.  
 

Implications for 
businesses  
 

As can be inferred from the above discussion, e-invoicing does not mean that the invoice needs 
to be prepared/generated on the Government portal. It is only intimating the Government 
portal that invoice has been issued to the buyer, by registering that particular invoice on the 
Government portal. Consequently, businesses will continue to issue invoices as they were doing 
earlier. Necessary changes on account of e-invoicing requirement (i.e. to enable reporting of 
invoices to IRP and obtain IRN), be made by ERP/Accounting and Billing Software providers in their 
respective software. They need to get the updated version having this facility.  
 

Important terms  
 

E-invoice Schema  
Businesses use various accounting/billing software, each generating and storing invoices in 
their own electronic formats. These different formats are neither understood by GST System 
nor by the systems of suppliers and receivers. 

 (6) An invoice generated by SAP system cannot be read by a  machine which is using „Tally‟ 
system, unless a connector is used.  With more than 300 accounting/billing software products, there  
was no way to have connectors for all.  
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In this scenario, „e-invoicing‟ was introduced aiming at machine- readability and uniform 
interpretation. To ensure this complete  „inter-operability‟ of e-invoices across the entire GST eco-
system, an  invoice standard is a must. By this, e-invoices generated by one software  can be read 
by any other software, thereby eliminating the need of  fresh/manual data entry. Since, there was 
no such standard for e-invoice  available earlier, as a first step, a standard/format for e-
invoice has been  finalized.  
This uniform standard format (containing specified fields) applicable  for all the businesses 
across the country is known as „e-invoice schema‟.  
It is notified as Form GST INV-1. E-invoice schema mandates what  particulars shall be reported in 
electronic format to IRP.  
 

Invoice Registration Portal 
(IRP) 
 

IRP is the website for uploading/reporting of invoices by the notified persons. Following IRPs 
have been notified for the purpose of preparation of the e-invoice:  
www.einvoice1.gst.gov.in  
www.einvoice2.gst.gov.in  
www.einvoice3.gst.gov.in  
www.einvoice4.gst.gov.in  
www.einvoice5.gst.gov.in  
www.einvoice6.gst.gov.in  
www.einvoice7.gst.gov.in  
www.einvoice8.gst.gov.in  
www.einvoice9.gst.gov.in 
www.einvoice10.gst.gov.in 
 

Invoice Reference Number  
 

As seen earlier, 
(i) GST invoice will be valid only with a valid IRN. IRN is different from invoice number. Invoice 

no. (e.g. ABC/1/2019-20) is assigned by supplier and is internal to business. Its format can 
differ from business to business and also governed by relevant GST rules.  

(ii) IRN, on other hand, is a unique reference number (hash) generated and returned by IRP, 
on successful registration of e-invoice, for instance,  

35054cc24d97033afc24f49ec4444dbab81f542c555f9d30359dc75794e06bbe  
The overall work flow of e-invoice generation, its reporting/registration and receipt of confirmation is 
depicted in the diagrams below:  
A. Interaction between the business (supplier) and the Invoice Registration Portal (IRP).  

B. Interaction between the IRP and the GST/E-Way Bill Systems and the Buyer. 

 

 Other points:  
The e-invoicing system is also available for the E-Commerce Operators (ECO) to report the 

invoices to the Invoice Registration portal, generated by them on behalf of the suppliers.  
Bulk uploading of invoices to IRP is also possible.  

 

Quick Response (QR) code  
 

Upon successful registration of invoice on IRP, it will return a signed e-invoice to the supplier 
with IRN and QR Code. IRN is embedded in the QR Code which shall be extracted and 
printed on the invoice. The QR code enables quick view, validation and access of the invoices 
from the GST system from hand-held devices. The digitally signed QR code will have a unique 
IRN which can be verified on the central portal as well as by an offline app by the officer. This 
will be helpful for tax officers checking the invoice offline on the roadside where internet may 
not be available all the time.  
 

Dynamic QR code  
 

All B2C invoices issued by a registered person whose aggregate turnover in any preceding 
financial year from 2017-18 onwards exceeds ` 500 crores are proposed to have a QR code 
from December 1, 2020.  
Sixth proviso to rule 46 has empowered the Government to specify that the tax invoice shall have 
Quick Response (QR) code. Resultantly, it has been notified11 that invoice issued by a 
registered person (except specified class of persons12), whose aggregate turnover in a 
financial year exceeds ` 500 crores, in respect of B2C supplies (supply of goods or services 
or both to an unregistered person) shall have Dynamic QR code.  

http://www.einvoice1.gst.gov.in/
http://www.einvoice2.gst.gov.in/
http://www.einvoice3.gst.gov.in/
http://www.einvoice4.gst.gov.in/
http://www.einvoice5.gst.gov.in/
http://www.einvoice6.gst.gov.in/
http://www.einvoice7.gst.gov.in/
http://www.einvoice8.gst.gov.in/
http://www.einvoice9.gst.gov.in/
http://www.einvoice10.gst.gov.in/
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11 vide Notification No. 14/2020 CT dated 21.03.2020. This notification shall be effective from 
01.12.2020.  
12 insurer or banking company or financial institution including NBFC, GTA, supplier of 
passenger transportation service, person supplying services by way of admission to 
exhibition of cinematograph films in multiplex screens, supplier of online information and 
database access or retrieval (OIDAR) services  
 

 A Dynamic Quick Response (QR) code made available to buyer by such registered person 
through digital display (with payment cross-reference) shall be deemed to be having QR code. 
The purpose of this scan the dynamic QR code and make payment from mobile wallet  
directly. Today, many shops have static QR code at the payment counter  which is scanned by the 
buyer, but the buyer has to enter the amount to  be paid to the shop in the mobile payment App. The 
dynamic QR code,  on the other hand, will have the payment details and thus „scan and  pay‟ in one 
go is possible. This has no relevance or applicability to the  e-invoicing in respect to B2B supplies by 
notified class of taxpayers.  Dynamic QR Code will be generated by the seller himself either on 
the Point of Sale (PoS) machine or the invoice issued13. 

  

Que 60 

Whether E-invoicing can be made mandatory for service provider 
Answer  
Yes, Government may, on the recommendations of the Council, by notification, - 
(a) specify the categories of services or supplies in respect of which a tax invoice shall be issued, within such time and in such 
manner as may be prescribed; 
 

 

Q61.  Circular no. 146/02/2021-GST 
Clarification in respect of applicability of Dynamic Quick Response (QR) Code on B2C invoices 

Sl.  
No.  

Issues  Clarification  

1.  To which invoice is [Dynamic Quick Response (QR) 

Code] Notification No 14/2020 Central Tax dated 21st 
March, 2020 applicable?  
Would this requirement be applicable on invoices 
issued for supplies made for Exports?  

Dynamic Quick Response (QR) Code is applicable to a tax 
invoice issued to an unregistered person by a registered 
person (B2C invoice) whose annual aggregate turnover 
exceeds 500 Cr rupees in any of the financial years from 2017-
18 onwards. However, the said notification is not applicable to 
an invoice issued in following cases:   
(i) Where the supplier of taxable service is:  

(a) an insurer or a banking company or a financial 
institution, including a non-banking financial company;  

(b) a  goods  transport agency  supplying 
services in relation to transportation of goods by road in a 
goods carriage;  

(c) supplying  passenger transportation service;  
(d) supplying services by way of admission to exhibition of 

cinematograph in films in multiplex screens  
(ii) OIDAR supplies made by any registered person, who has 
obtained registration under section 14 of the IGST Act 2017, to 
an unregistered person.  

As regards the supplies made for exports, though such 
supplies are made by a registered person to an unregistered 
person, however, as e-invoices are required to be issued in 
respect of supplies for exports, in terms of Notification no. 
13/2020-Central Tax, dated 21st March, 2020 treating them as 
Business to Business (B2B) supplies, Notification no. 
14/2020Central Tax, dated 21st March, 2020 [Dynamic Quick 
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Response (QR) Code] will not be applicable to them.  

2.  What parameters/ details are required to be 
captured in the Quick Response (QR) Code?  

 

Dynamic QR Code, in terms of Notification No. 14/2020-
Central Tax, dated 21st March, 2020 is required, inter-alia, to 
contain the following information: -  

i. Supplier GSTIN number  

ii. Supplier  UPI ID  

iii. Payee‘s Bank A/C number and IFSC  

iv. Invoice number & invoice date,  

v. Total Invoice Value and  

vi. GST amount along with breakup i.e. CGST, SGST, 
IGST, CESS, etc.  

Further, Dynamic QR Code should be such that it can be 
scanned to make a digital payment.  

3.   If  a  supplier  provides/  
displays Dynamic QR Code, but the customer opts 
to make payment without using Dynamic QR 
Code, then will the cross reference of such 
payment, made without use of Dynamic QR Code, on 
the  

invoice, be considered as compliance of Dynamic 
QR Code on the invoice?  

If the supplier has issued invoice having Dynamic QR Code 
for payment, the said invoice shall be deemed to have 
complied with Dynamic QR Code requirements.   

 
In cases where the supplier, has digitally displayed the 
Dynamic QR Code and the customer pays for the invoice: -  

 i.  Using any mode like UPI, credit/ debit card  
or online banking or cash or combination of 
various modes of payment, with or without  

using Dynamic QR Code, and the supplier 
provides a cross reference of the payment 
(transaction id along with date, time and amount of 
payment, mode of payment like UPI, Credit card, 
Debit card, online banking etc.) on the invoice ; or   

 ii.  In cash, without using Dynamic QR Code  
and the supplier provides a cross reference of the 
amount paid in cash , along with date of such 
payment on the invoice;  

The said invoice shall be deemed to have complied with the 
requirement of having Dynamic QR Code.  

4.  If the supplier makes available to customers an 
electronic mode of payment like UPI Collect, UPI 
Intent or similar other modes of payment, through 
mobile applications or computer based applications, 
where though Dynamic QR Code is not displayed, 
but the details of merchant as well as transaction are 
displayed/ captured otherwise, how can the 
requirement of Dynamic QR Code as per this 
notification be complied with?  

In such cases, if the cross reference of the payment made 
using such electronic modes of payment is made on the 
invoice, the invoice shall be deemed to comply with the 
requirement of Dynamic QR Code.  
However, if payment is made after generation / issuance of 
invoice, the supplier shall provide Dynamic QR Code on the 
invoice.  

5.  Is generation/ printing of Dynamic QR Code on B2C 
invoices mandatory for pre-paid invoices i.e. where 
payment has been made before issuance of the invoice?  

If cross reference of the payment received either through 
electronic mode or through cash or combination thereof is 
made on the invoice, then the invoice would be deemed to 
have complied with the requirement of Dynamic QR Code.  

In cases other than pre-paid supply i.e. where payment is 
made after generation / issuance of invoice, the supplier shall 
provide Dynamic QR Code on the invoice.  

6.  Once the E-commerce operator (ECO) or the online 
application has complied with the Dynamic QR Code 
requirements, will the suppliers using such e-commerce 
portal or application for supplies still be required to 
comply with  

The provisions of the notification shall apply to each 
supplier/registered person separately, if such person is liable to 
issue invoices with Dynamic QR Code for B2C supplies as per the 
said notification. In case, the supplier is making supply through 
the Ecommerce portal or application, and the said supplier 
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the requirement of Dynamic QR Code?  gives cross references of the payment received in respect of 
the said supply on the invoice, then such invoices would be 
deemed to have complied with the requirements of Dynamic 
QR Code. 

 In cases other than pre-paid supply i.e. where payment is 
made after generation / issuance of invoice, the supplier shall 
provide Dynamic QR Code on the invoice.  

  
 

   

1 Whether Dynamic QR Code is to be provided on an invoice, 
issued to a person, who has obtained a Unique Identity Number 
as per the provisions of Sub-Section 9 of Section 25 of CGST Act 
2017? 

Any person, who has obtained a Unique Identity Number (UIN) as 
per the provisions of Sub-Section 9 of Section 25 of CGST Act 2017, is 
not a ―registered person‖ as per the definition of registered person 
provided in section 2(94) of the CGST Act 2017. Therefore, any 
invoice, issued to such person having a UIN, shall be considered as 
invoice issued for a B2C supply and shall be REQUIRED TO 
COMPLY WITH THE REQUIREMENT of Dynamic QR Code. 

2 UPI ID is linked to the bank account of the payee/ person 
collecting money. Whether bank account and IFSC details also 
need to be provided separately in the Dynamic QR Code along 
with UPI ID? 

Given that UPI ID is linked to a specific bank account of the payee/ 
person collecting money, separate details of bank account and 
IFSC MAY NOT BE PROVIDED in the Dynamic QR Code.   

3 In cases where the payment is collected by some person other 
than the supplier (ECO or any other person authorized by the 
supplier on his/ her behalf), whether in such cases, in place of 
UPI ID of the supplier, the UPI ID of such person, who is 
authorized to collect the payment on behalf of the supplier, may 
be provided? 

Yes. In such cases where the payment is collected by some person, 
authorized by the supplier on his/ her behalf, the UPI ID OF SUCH 
PERSON MAY BE PROVIDED in the Dynamic QR Code, instead of 
UPI ID of the supplier.   

4 In cases, where receiver of services is located outside India, 
and payment is being received by the supplier of services in 
foreign exchange, through RBI approved modes of payment, 
but  

as per provisions of the IGST Act 2017, the place of supply of 
such services is in India, then such supply of services is not 
considered as export of services as per the IGST Act 2017; 
whether in such cases, the Dynamic QR Code is required on 
the invoice issued, for such supply of services, to such recipient 
located outside India? 

No. Wherever  an invoice is issued to a recipient located outside 
India, for supply of services, for which the place of supply is in India, 
as per the provisions of IGST Act 2017, and the payment is received 
by  

the supplier in foreign currency, through RBI approved mediums, 
SUCH INVOICE MAY BE ISSUED WITHOUT HAVING A DYNAMIC 
QR CODE, as such dynamic QR code cannot be used by the 
recipient located outside India for making payment to the supplier.   
 
 
 
 
 
 
 

 

5 In some instances of retail sales over the counter, the payment 
from the customer in received on the payment counter by 
displaying dynamic QR code on digital display, whereas the 
invoice, along with invoice number, is generated on the 
processing system being used by supplier/ merchant after 
receiving the payment. In such cases, it may not be possible for 
the merchant/ supplier to provide details of invoice number in 
the dynamic QR code displayed to the customer on payment 
counter. However, each transaction i.e. receipt of payment from 
a customer is having a unique Order ID/ sales reference 
number, which is linked with the invoice for the said transaction. 
Whether in such cases, the order ID/ reference number of such 
transaction can be provided in the dynamic QR code displayed 
digitally, instead of invoice number.     

In such cases, where the invoice number is not available at the time 
of digital display of dynamic QR code in case of over the counter 
sales and the invoice number and invoices are generated after 
receipt of payment, the UNIQUE ORDER ID/ UNIQUE SALES 
REFERENCE NUMBER, WHICH IS UNIQUELY LINKED TO THE 
INVOICE ISSUED for the said transaction, MAY BE PROVIDED IN THE 
DYNAMIC QR CODE for digital display, as long as the details of such 
unique order ID/ sales reference number linkage with the invoice are 
available on the processing system of the merchant/ supplier and the 
cross reference of such payment along with unique order ID/ sales 
reference number are also provided on the invoice. 

6 When part-payment has already been received by the merchant/ 
supplier, either in advance or by adjustment (e.g. using a 

The purpose of dynamic QR Code is to enable the recipient/ customer to 
scan and pay the amount to be paid to the merchant/ supplier in respect 
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voucher, discount coupon etc), before the dynamic QR Code is 
generated, what amount should be provided in the Dynamic QR 
Code for ―invoice value‖? 

of the said supply. When the part-payment for any supply has 
already been received from the customer/ recipient, in form of either 
advance or adjustment through voucher/ discount coupon etc., 
then the dynamic QR code may provide only the remaining amount 
payable by the customer/ recipient against ―invoice value‖. The 
details of total invoice value, along with details/ cross reference of 
the partpayment/ advance/ adjustment done, and the remaining 
amount to be paid, should be provided on the invoice.   

 

 

Q5. (CA Final RTP May 19) 

M/s. Wanderlust Travels (P) Ltd. purchased a bus chassis from M/s. Krishi Motors Ltd. for a consideration of Rs. 90.00 lakh on 01.10.20XX. 

M/s. Wanderlust Travels (P) Ltd. sent the bus chassis for body building to M/s. Bhagwant Fabricators and paid in advance the total 

consideration of Rs. 25.00 lakh on 15.10.20XX. M/s. Bhagwant Fabricators, after completing the bus body, informed M/s. Wanderlust Travels 

(P) Ltd. for carrying out the inspection of the work done on 05.11.20XX. M/s. Wanderlust Travels (P) Ltd. visited the work shop of M/s. 

Bhagwant Fabricators on 08.11.20XX and confirmed that the bus body was in accordance with the terms of the contract. The last date for 

issuing the invoice by M/s. Bhagwant Fabricators is:- 

(a) 15.10.20XX 

(b) 08.11.20XX 

(c) 08.12.20XX 

(d) 05.12.20XX 

Answer: (C) 

(Hint– In case of services, Invoice should be issued within 30 days from date of supply of service. Supply of Service made on 05.11.20XX 

which was accepted by Wander Lust on 08.11.20XX. Hence, Service completed on 08.11.20XX. Therefore, 30 days counted from 

08.11.20XX. Hence 30 days completed on 8th December 20XX) 

Number of HSN digits required on tax invoice and class of registered person not required to mention HSN [Rule 46] 
 

 

Q10. State the no. of digits of HSN code for goods or services that a class of registered persons shall be required to mention, as 

notified by the Board?  

Answer  

Following is the requirement to mention the digits of Harmonised System of Nomenclature (HSN) Codes, in a tax invoice 
issued by him: 

Serial 
Number 

Aggregate Turnover in the preceding 
Financial Year 

Number of Digits of Harmonised System of Nomenclature 
Code (HSN Code) 

(1) (2) (3) 

1. Up to rupees 5 crores 4 

2. more than rupees 5 crores 6 
Provided that a registered person having aggregate turnover up to 5 crores rupees in the previous financial year may not 

mention the number of digits of HSN Code, as specified in the corresponding entry in column (3) of the said Table in a tax invoice 

issued by him under the said rules in respect of supplies made to unregistered persons. 

Provided further that for class of supply of specified Chemicals, a registered person shall mention 8 number of digits of HSN 

Codes in a tax invoice issued by him. 

Continuous Supply of Goods or Services 
Q18. MBM Caretakers, a registered person, provides the services of repair and maintenance of electrical appliances. On April 1, it has 
entered into an annual maintenance contract with P for its Air Conditioner and Washing Machine. As per the terms of contract, maintenance 
services will be provided on the first day of each quarter of the relevant financial year and payment for the same will also be due on the date 
on which service is rendered. During the year, it provided the services on April 1, July 1, October 1, and January 1 in accordance with the 
terms of contract. When should MBM Caretakers issue the invoice for the services rendered? [ICAI Study Mat.] 
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Answer: 
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 MBM 

Caretakers on a quarterly basis, under a contract, for a period of one year with the obligation for quarterly payment. In terms of section 31, 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, MBM Caretakers should issue quarterly invoices on or before April 1, July 1, October 1, and January 1.  

Invoice in case of export of goods or services [Third proviso to rule 46] 
 
Q20. What are the specific requirements in invoice of an export supply?  [Additional Que] 
Answer  

The document should carry any one of the following endorsements, as applicable: 
 ―SUPPLY MEANT FOR EXPORT/SUPPLY TO SEZ UNIT OR SEZ DEVELOPER FOR AUTHORISED OPERATIONS ON 

PAYMENT OF INTEGRATED TAX‖ or  
 ―SUPPLY MEANT FOR EXPORT/SUPPLY TO SEZ UNIT OR SEZ DEVELOPER FOR AUTHORISED OPERATIONS UNDER 

BOND OR LETTER OF UNDERTAKING WITHOUT PAYMENT OF INTEGRATED TAX‖, as the case may be, and  

shall, in lieu of the details specified in clause (e), contain the following details, namely,-  
(i)  Name and address of the recipient;  
(ii) Address of delivery; and  
(iii) Name of the country of destination: 

 

 No Tax Invoice required to be issued if value < ` 200 – A consolidated Tax Invoice can be issued [Section 31(3)(b) read 
with fourth proviso to rule 46] 
 
Q21. Whether Tax Invoice/Bill of Supply is required to be issued if value is less than 200 

Answer  

No Tax Invoice required to be issued if value < ` 200 – A consolidated Tax Invoice can be issued As Per Section 31(3)(b) read with 

fourth proviso to rule 46: A registered person [other than the supplier engaged in making supply of services by way of admission to 

exhibition of cinematograph films in multiplex screens,] may not issue a tax invoice if: 

(i) Value of the goods/services/both supplied < `200, 

(ii) the recipient is unregistered; and 

(iii) the recipient does not require such invoice. 

Instead such registered person shall issue a Consolidated Tax Invoice for such supplies at the close of each day in respect of all such 

supplies. 

  

Q22. Jain & Sons is a trader dealing in stationery items. It is registered under GST and has undertaken following sales during the day: 

Sno  Recipient of supply  
Amount 
(`) 

1  Raghav Traders - a registered retail dealer  190 

2  Dhruv Enterprises – an unregistered trader  358 

3  Gaurav – a Painter [unregistered]  500 

4  Oberoi Orphanage – an unregistered entity  188 

5  Aaradhya – a Student [unregistered]  158 

 
None of the recipients require a tax invoice [Raghav Traders being a composition dealer]. 
Determine in respect of which of the above supplies, Jain & Sons may issue a Consolidated Tax Invoice instead of Tax Invoice at the end of 
the day? 
Answer: 
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In the given Que, Jain & Sons can issue a Consolidated Tax Invoice only with respect to supplies made to Oberoi Orphanage [worth ` 188] 
and Aaradhya [worth ` 158] as the value of goods supplied to these recipients is less than ` 200 as also these recipients are unregistered 
and don‘t require a tax invoice. As regards the supply made to Raghav Traders, although the value of goods supplied to it is less than ` 200, 
Raghav Traders is registered under GST. So, Consolidated Tax Invoice cannot be issued 
 
Consolidated Tax Invoice can also not be issued for supplies of goods made to Dhruv Enterprises and Gaurav although both of 

them are unregistered. The reason for the same is that the value of goods supplied is not less than ` 200. 

 

 

Revised Invoice, Consolidated Revised Invoice 
  
Q26. Luv & Kush Pvt. Ltd. of Srinagar, Jammu & Kashmir engaged in the supply of Services provides you the following details:- 

S.No.  Particulars  Date  

1.  Commencement of the business of supplying Services  01.08.20XX  

2.  Turnover exceeds Rs. 10,00,000 on  15.08.20XX  

3.  Turnover exceeds Rs. 20,00,000 on  05.09.20XX  

4.  Application for registration made on  28.09.20XX  

5.   Registration certificate granted on   06.10.20XX 

 The company seeks your advice as to how it should raise revised tax invoices for supplies made. Is there any specific provision for issuance 
of revised tax invoices to unregistered customers? Explain. (RTP – Nov 2018) 

Answer  

A supplier whose aggregate turnover in a financial year exceeds ` 20 lakh in a State/UT [` 10 lakh in Manipur, Mizoram, Tripura, Nagaland] 
is liable to apply for registration within 30 days from the date of becoming liable to registration (i.e., the date of crossing the threshold limit of ` 
20 lakh/ ` 10 lakh) vide section 22 of CGST Act, 2017.  

Where the application is submitted within said period, the effective date of registration is the date on which the person becomes liable to 
registration; otherwise it is the date of grant of registration  

Every registered person who has been granted registration with effect from a date earlier than the date of issuance of registration certificate to 
him, may issue revised tax invoices in respect of taxable supplies effected during this period within 1 month from the date of issuance of 
registration certificate.  

In the given case, Luv & Kush Pvt. Ltd is located in Jammu & Kashmir, where threshold limit is of ` 20 lakh for the purpose of registration. 
Thus, since Luv & Kush Pvt. Ltd. has made the application for registration within 30 days of becoming liable for registration, the effective date 
of registration becomes the date on which the company becomes liable to registration i.e. 05.09.20XX.  

Thus, Luv & Kush Pvt. Ltd. may issue revised tax invoices against the invoices already issued during the period between effective date of 
registration (05.09.20XX) and the date of issuance of registration certificate (06.10.20XX), within 1 month from 06.10.20XX.  

Further, Luv & Kush Pvt. Ltd may issue a consolidated revised tax invoice in respect of all taxable supplies made to unregistered dealers 
during such period. However, in case of inter-State supplies made to unregistered dealers, a consolidated revised tax invoice cannot be 
issued if the value of a supply exceeds ` 2,50,000. 

 Q27. Avtaar Enterprises, Kanpur started trading exclusively in ayurvedic medicines from July 1, 20XX. Its turnover exceeded ` 40 
lakh on October 3, 20XX. The firm applied for registration on October 31, 20XX and was issued registration certificate on November 
5, 20XX. 
 
Examine whether any revised invoice can be issued in the given scenario. If the answer to the first question is in affirmative, 
determine the period for which the revised invoices can be issued as also the last date up to which the same can be issued. 
                                                                                                                                   (Question for Practice)/ ( Mock Test Mar 18/ Aug 18) 
Answer: 
As per section 31(3)(a) of the CGST Act, a registered person may, within one month from the date of issuance of certificate of registration, 
issue a revised invoice against the invoice already issued during the period beginning with the effective date of registration till the date of 
issuance of certificate of registration to him.  
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Further, rule 10(2) of CGST Rules lays down that the registration shall be effective from the date on which the person becomes liable to 
registration where the application for registration has been submitted within a period of 30 days from such date.  
 
In the given case, Avtaar Enterprises has applied for registration within 30 days of becoming liable for registration and the registration has 
been granted. Thus, the effective date of registration is the date on which Avtaar Enterprises became liable for registration i.e., October 3, 
20XX. Therefore, since in the given case there is a time lag between the effective date of registration (October 3, 20XX) and the date of grant 
of certificate of registration (November 5, 20XX), revised invoices can be issued. The same can be issued for supplies made during this 
intervening period i.e., for the period beginning with October 3, 20XX till November 5, 20XX. Further, the revised invoices can be issued for 
the said period till December 5, 20XX. 
 
 
 
 

Invoice-cum-bill of supply [Rule 46A] 
 

Q28. Who can issue Invoice-cum-bill of supply  

Answer  

 Central Government vide Notification No. 45/2017 – Central Tax dated 13.10.2017 has inserted Rule 46 A under CGST Rule of issuing 

Invoice-cum-bill of supply. Rule 46A stipulated that: ―Notwithstanding anything contained in Rule 46 or Rule 49 or rule 54, where a registered 

person is supplying taxable as well as exempted goods or services or both to an unregistered person, a single “invoice-cum-bill of supply” 

may be issued for all such supplies”  

 

Mixed Que of Concepts 
 
Q39. Jai, a registered supplier, runs a general store in Ludhiana, Punjab. Some of the goods sold by him are exempt whereas some 
are taxable. You are required to advise him on the following issues: 
 

(i) Whether Jai is required to issue a tax invoices in all cases, even if he is selling the goods to the end consumers? 
 

(ii) Jai sells some exempted as well as taxable goods valuing ` 5,000 to a school student. Is he mandatorily required to 
issue two separate GST documents? 

 

(iii) Jai wishes to know whether it‘s necessary to show tax amount separately in the tax invoices issued to the customers. 
You are required to advise him. Separately in the tax invoices issued to the customers. You are required to advise him.    
(RTP Nov 18)/ (Question for Practice) 

 
Answer: 
 (i) No, he is not required to issue tax invoice in all cases. As per section 31(1) of the CGST Act, 2017, every registered person supplying 
taxable goods is required to issue a ‗tax invoice‘. Section 31(3)(c) of the CGST Act, 2017 stipulates that every registered person supplying 
exempted goods is required to issue a bill of supply instead of tax invoice. 
 
Further, rule 46A of the CGST Rules, 2017 provides that a registered person supplying taxable as well as exempted goods or services or both 
to an un-registered person may issue a single ‗invoice-cum-bill of supply‘ for all such supplies. 
 
However, as per section 31(3)(b) of the CGST Act, 2017 read with rule 46 of the CGST Rules, 2017, a registered person may not issue a tax 
invoice if: 
 
(i) Value of the goods supplied <` 200, 
(ii) The recipient is unregistered; and 
(iii) The recipient does not require such invoice. 
TAX INVOICE, CREDIT AND DEBIT NOTES 
Instead, such registered person shall issue a Consolidated Tax Invoice for such supplies at the close of each day in respect of all such 
supplies. 
 
(ii) As per rule 46A of the CGST Rules, 2017, where a registered person is supplying taxable as well as exempted goods or services or both 
to an unregistered person, a single ―invoice-cum-bill of supply‖ may be issued for all such supplies. Thus, there is no need to issue a tax 
invoice and a bill of supply separately to the school student in respect of supply of the taxable and exempted goods respectively. 
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(iii) As per section 33 of the CGST Act, 2017 read with rule 46(m) of the CGST Rules, 2017, where any supply is made for a consideration, 
every person who is liable to pay tax for such supply shall prominently indicate in all documents relating to assessment, tax invoice and other 
like documents, the amount of tax which shall form part of the price at which such supply is made. Hence, Jai has to show the tax amount 
separately in the tax invoices issued to customers. 
 
 
Q40. Discuss the provisions relating to issue of an invoice/document in the following circumstances: 
 

(i) Advance payment is received against a supply, but subsequently no supplies are made. 
(ii) Goods are sent on approval for sale or return and are removed before the supply takes place. 
(iii) Mr. Mohan provides continuous supply of services to his client, where the due date of payment for such services is not 

ascertainable. No advance has been received in this behalf.   (Question for Practice)/ (May 18) 
 

Answer: 
 (i) As per section 31(3)(e) of CGST Act, 2017, where advance payment is received against a supply for which receipt voucher has been 
issued, but subsequently no supplies are made and no tax invoice is issued in pursuance thereof, a refund voucher has to be issued to 
the person who had made the advance payment. 
 
(ii) As per section 31(7) of CGST Act, 2017, where the goods are sent on approval for sale or return and are removed before the supply 
takes place, the invoice shall be issued before or at the time of supply or 6 months from the date of removal, whichever is earlier 
 
(iii) As per section 31(5)(b) of CGST Act, 2017, in case of continuous supply of services, where the due date of payment is not 
ascertainable from the contract, the invoice shall be issued before or at the time when the supplier of service receives the payment. 

 
Debit credit note: Sec 34 
 

Q 54. Bazar offers a Toothbrush with Tooth paste purchased. Price of Tooth paste = 10,000. Assume rate of GST for Tooth paste @18% 
and Toothbrush @12%. GST on input & input services used for Toothbrush = 800, GST on input & input services used for Tooth paste = 
200 
 Answer –  
It may appear at first glance that in case of offers like ‗Buy One, Get One Free‘, one item is being ‗supplied free of cost‘ without any consideration. In 
fact, it is not an individual supply of free goods but a case of 2 or more individual supplies where a single price is being charged for the entire supply. 
It can at best be treated as supplying 2 goods for the price of one.  
Further, Taxability of such supply will be dependent upon as to whether the supply is a composite supply or a mixed supply and the rate of tax shall 
be determined as per the provisions of section 8 of the said Act. 
It is also clarified that ITC shall be available to the supplier for the inputs, input services and capital goods used in relation to supply of goods or 
services or both as part of such offers. 
since supply of toothbrush alongwith the toothpaste are not naturally bundled, said supplies do not qualify as ‗composite supply‘.   
Rate of Highest Supply will be levied on Value of Rs 10,000. GST of Rs 1800 payable, ITC of Rs 1,000 available 
 
Q 55.  
Supplier offers  Discount - Get additional discount of 1% if you purchase 10000 pieces in a year, get additional discount of 2% if you 
purchase 15000 pieces in a year.   
following are the details   
Supply of 90000 calculator (90000 × Rs 100)  90,00,000 
DISCOUNT given by way of credit note after supply  16,20,000 
Discount was allowed to Mr. A after supply of calculator. 

(i) Case 1 – discount not known at the time of removal 

(ii) Case 2 – discount known at the time of removal in terms of agreement entered before time of supply but input tax credit not reversed by buyer 

(iii) Case 3 – discount known at the time of removal in terms of agreement entered before time of supply and input tax credit reversed by buyer 

Whether deduction of discount is allowed? 

Answer  
Value of Supply: It is clarified that post-supply/volume discounts established before or at the time of supply) shall be deducted to 
determine the value of supply provided they satisfy the parameters laid down in section 15(3) of CGST Act, including the reversal of 
ITC by the recipient of the supply as is attributable to the discount on the basis of document(s) issued by the supplier.  
Input Tax credit: It is further clarified that the supplier shall be entitled to avail the ITC for such inputs, input services and capital goods 

used in relation to the supply of goods or services or both on such discounts. 
Hence, treatment of discount is as follows 
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(a) Case 1 – Discount not allowed, Case 2 – Discount not allowed, Case 3 – Discount allowed 

 

Q 56. Supplier offers staggered discount to his customers (increase in discount rate with increase in purchase volume) under “Buy 

More, Save More” Scheme. Get 10% discount for purchases above Rs. 5000/-, 20% discount for purchases above Rs. 10,000/- and 

30% discount for purchases above Rs. 20,000/-.  How Value shall be determined 

Answer  

Value of Supply: It is clarified that discounts offered by the suppliers to customers (including staggered discount under „Buy more, 

save more‟ scheme and post-supply/volume discounts established before or at the time of supply) shall be deducted to determine the 
value of supply provided they satisfy the parameters laid down in section 15(3) of CGST Act, including the reversal of ITC by the 
recipient of the supply as is attributable to the discount on the basis of document(s) issued by the supplier.  
Input Tax credit: It is further clarified that the supplier shall be entitled to avail the ITC for such inputs, input services and capital goods 

used in relation to the supply of goods or services or both on such discounts. 
 

Q 57. M/s.A supplies 10000 packets of biscuits to M/s. B at Rs. 10/- per packet. Afterwards M/s. A re-values it at Rs. 9/- per packet. Subsequently,  

M/s.A issues credit note to M/s. B for Rs. 1/- per packet. GST on input and input service on value of Discount is Rs 180 

Answer  

It is hereby clarified that financial/commercial credit note(s) can be issued by the supplier even if the conditions mentioned in section 

15(3)(b) of CGST Act are not satisfied. In other words, credit note(s) can be issued as a commercial transaction between the two 

contracting parties.  

It is further clarified that such secondary discounts shall not be excluded while determining the value of supply as such discounts are 

not known at the time of supply and the conditions laid down in section 15(3)(b) of CGST Act are not satisfied. 

In other words, value of supply shall not include any discount by way of issuance of credit note(s) as explained above or by any other 

means, except in cases where the provisions contained in 15(3)(b) of CGST Act are satisfied.  

There is no impact on availability or otherwise of ITC in the hands of supplier in this case. 
 

HENCE, Discount not allowed, ITC of Rs 180 available 

Question on Amendment 
 

Q58. M/s ABC ltd, a dealer of readymade garments having turnover of more than ₹ 50 crore during the previous year. Whether Company 
have to mandatorily provide following modes for the purpose of acceptance of payment: 

(i) Debit Card powered by RuPay 
(ii) Unified Payments Interface (UPI) (BHIM-UPI) 
(iii) Unified Payments Interface Quick Response Code (UPI QR Code) (BHIM-UPI QR Code) 

Answer 
As per Sec 31A of CGST Act 2017, The Government may, on the recommendations of the Council, prescribe a class of registered persons 
who shall provide prescribed modes of electronic payment to the recipient of supply of goods or services or both made by him and give option 
to such recipient to make payment accordingly, in such manner and subject to such conditions and restrictions, as may be prescribed. 
However, notification in respect of this is yet not issued. 
 
Q62. Explain the Applicability of QR Code to B2C GST Invoice 
Answer 
Notification No. 14/2020— Applicability of QR Code to B2C GST Invoice: In exercise of the powers conferred by the 6th proviso to rule 46 
of CGST Rules, 2017, CG notifies that an invoice issued by  

 a registered person, whose aggregate turnover in a financial year exceeds Rs 500 crore rupees, other than those referred 
to in sub-rules (2), (3), (4) and (4A) of rule 54 of said rules, and  

 registered person referred to in section 14 of the Integrated Goods and Services Tax Act, 2017,  
to an unregistered person (hereinafter referred to as B2C invoice), shall have Dynamic Quick Response (QR) code:  

 
Provided that where such registered person makes a Dynamic Quick Response (QR) code available to the recipient through a digital 
display, such B2C invoice issued by such registered person containing cross-reference of the payment using a Dynamic Quick 
Response (QR) code, shall be deemed to be having Quick Response (QR) code.  
2. This notification shall come into force from the 1st day of October, 2020.  
 

Note: Certain class of registered persons of rule 54(2), (3), (4) and (4A)  [insurance company, banking company, financial institution, non-
banking financial institution, GTA, passenger transportation service, supplier of services by way of admission to exhibition of cinematograph 
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films in multiplex screens etc.] to be exempted from issuing e-invoices or capturing dynamic QR code 

Q63. 

1.  Advance is received by a 
supplier Mr. A on 18th March 
20XX for Repair Service 
contract, 

Rs 11800 
(including 
GST 18%) 

Service contract cancelled on 25th April 
20XX.  

Mr. A has issued the invoice 
before supply of service  of Rs 
11800 (including GST) on 

18th 
March 
20XX 

GST paid on such advance 
received 

Rs 1800 

Whether he can claim refund of tax paid of Rs 
1800 or is he required to adjust his tax liability in 
his returns ? 

In case GST is paid by the supplier on advances received for a future 
event which got cancelled subsequently and for which invoice is issued 
before supply of service, the supplier is required to issue a ―credit note‖ 
Hence, Mr. A is required to issue a ―credit note‖ of Rs 11800 (including 
GST) on 25th April 20XX in terms of section 34 of the CGST Act.  
 
He shall declare the details of such credit notes in the return for the 
month of April 20XX during which such credit note has been issued.  
The tax liability shall be adjusted in the return subject to conditions of 
section 34 of the CGST Act. There is no need to file a separate refund 
claim.  
 However, in cases where there is no output liability against which a credit 
note can be adjusted, registered persons may proceed to file a claim under 
―Excess payment of tax, if any‖ through FORM GST RFD-01.   

2.  Advance is received by a 
supplier Mr. A on 18th March 
20XX for Repair Service 
contract, 

Rs 11800 
(including 
GST 18%) 

Service contract cancelled on 25th April 
20XX.  

Mr. A has issued receipt 
voucher of Rs 11800 (including 
GST) on 

18th 
March 
20XX 

GST paid on such advance 
received 

Rs 1800 

Whether he can claim refund of tax paid on 
advance or he is required to adjust his tax 
liability in his returns?  

In case GST is paid by the supplier on advances received for an event 
which got cancelled subsequently and for which no invoice has been 
issued in terms of section 31 (2) of the CGST Act, he is required to issue a 
―refund voucher‖   
Hence Mr. A is required to issue a ―refund voucher‖ of Rs 11800 
(including GST 18%) in terms of section 31 (3) (e) of the CGST Act read 
with rule 51 of the CGST Rules.  
  

The taxpayer can apply for refund of GST paid  of Rs 1800 on such 
advances by filing FORM GST RFD-01 under the category  

―Refund of excess payment of tax‖.  
  

3.   Goods supplied by a supplier, 
Mr. A  under cover of a tax 
invoice on 18th March 20XX of 

Rs 11800 
(including 
GST 18%) 

Goods returned by the recipient 
on 

25th April 
20XX.  

 
Whether he can claim refund of tax paid or is he 
required to adjust his tax liability in his returns ?  

In such a case where the goods supplied by a supplier are returned by the 
recipient and where tax invoice had been issued, the supplier is required to 
issue a ―credit note‖ 
Hence, Mr. A is required to issue a ―credit note‖  of Rs 11800 (including 
GST) on 25th April 20XX  in terms of section 34 of the CGST Act.  
 
He shall declare the details of such credit notes in the return for the month 
of April 20XX during which such credit note has been issued.  
The tax liability shall be adjusted in the return subject to conditions of 
section 34 of the CGST Act. There is no need to file a separate refund 
claim in such a case.  
  
However, in cases where there is no output liability against which a credit 
note can be adjusted, registered persons may proceed to file a claim 
under ―Excess payment of tax, if any‖ through FORM GST RFD-01.   

 

Question 18:- Answer the following questions: 

(i) Subhashini Ltd. agreed to provide consultancy services to Madhu Enterprises in the month of May for which it received an 

advance of ₹1,00,000 on  20th  April  from Madhu Enterprises.  Subsequently, in the month of May, before supply of 

service,  the said service contract has to be cancelled owing to some inadvertent circumstances. However, Subhashini Ltd. 

has issued the invoice for the advance received in April itself and has paid the GST thereon. 

You are the tax consultant of Subhashini Ltd. Please advise whether it can claim refund of tax paid or is it required to adjust its tax liability in 

its returns? 
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Answer:- In  case GST is  paid  by  the supplier on advances received for a future event which  got cancelled subsequently and for which 

invoice is issued before supply of service, the supplier is required to issue a  ―credit note‖ in terms of section 34 of the CGST  Act, 2017. He 

shall declare the details of  such credit notes in the return for  the  month during which such credit note has been issued. The tax liability shall 

be adjusted in the return subject to conditions of section 34. There is no need to file a separate refund claim. 

However, in cases where there is no output liability against which a credit note can be adjusted, registered persons may proceed to file a 

refund claim [Circular No. 137/07/2020 GST dated 13.04.2020]. 

Therefore, in the given case, Subhashini Ltd. is required to issue a credit note, declare its details in the return for the month during which such 

credit note has been issued and adjust the tax liability. However, if there is no output  liability  of  Subhashini Ltd.  against which the said 

credit note can be adjusted,  it may proceed  to file a refund claim. 
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CHAPTER 10 –  
ACCOUNTS AND RECORDS 

 

Q4. Mr. Bala, a registered person at Chennai wants to maintain proper accounts and records relating to GST. Advise him about the accounts 
and other records to be maintained under section 35(1) of the CGST Act, 2017.  (Question for Practice)/May 18 Old 
Answer: 
Mr. Bala, is required to maintain a true and correct account of following under section 35(1) of the CGST Act, 2017:- 
 
(a) Production or manufacture of goods; 
(b) Inward and outward supply of goods or services or both; 
(c) Stock of goods; 
(d) Input tax credit availed; 
(e) Output tax payable and paid; and 
(f) other prescribed particulars 
 
The records may be maintained electronically. Where more than one place of business is specified in the certificate of registration, the 
accounts relating to each place of business should be kept at such places of business. 
 
Q7. The supplier opting for composition levy need not maintain certain records as per rule 56(2) and 56(4) of the CGST Rules, 2017. 
Explain.   (Question for Practice)/ 
Answer: 
As per rule 56(2) and 56(4) of the CGST Rules, 2017, the supplier opting for composition levy need not maintain the following records: 

(i) Accounts of stock in respect of goods received and supplied by him, and such accounts shall contain particulars of the opening 
balance, receipt, supply, goods lost, stolen, destroyed, written off or disposed of by way of gift or free sample and the balance 
of stock including raw materials, finished goods, scrap and wastage thereof. 

(ii) Account, containing the details of tax payable (including tax payable under reverse charge), tax collect and paid, input tax, input 
tax credit claimed, together with a register of tax invoice, credit notes, debit notes, delivery challan issued or received during 
any tax period. 

 
Q8. Swad Restaurant has opted for composition scheme in the current financial year. Discuss the records which are not to be maintained by 
a supplier opting for composition levy as enumerated in rule 56 of the CGST Rules, 2017. [ICAI Study Mat.] 
Answer: 
Following records are not required to be maintained by a supplier who has opted for composition scheme as per rule 56(2) and (4) of the 

CGST Rules, 2017:  

(I) Stock of goods: Accounts of stock in respect of goods received and supplied by him, and such accounts shall contain particulars of the 

opening balance, receipt, supply, goods lost, stolen, destroyed, written off or disposed of by way of gift or free sample and the balance of 

stock including raw materials, finished goods, scrap and wastage thereof.  

(II) Details of tax: Account, containing the details of tax payable (including tax payable under reverse charge), tax collected and paid, input 

tax, input tax credit claimed, together with a register of tax invoice, credit notes, debit notes, delivery challan issued or received during any tax 

period. 

 

Q9:- Is an agent required to maintain any set of books of accounts?  [Additional Que] 
Answer  
Yes as per Rule 56(11) of the CGST Rules, 2017, every agent referred in section 2(5) of the CGST Act, 2017 shall maintain accounts 
containing: 

1. particulars of authorization received by him from each principal to receive or supply goods or services on behalf of such principal 
separately; 

2. particulars including description, value and quantity (wherever applicable) of goods or services received on behalf of every principal; 
3. particulars including description, value and quantity (wherever applicable) of goods or services supplied on behalf of every principal; 
4. details of accounts furnished to every principal; and 
5. Tax paid on receipts or on supply of goods or services effected on behalf of every principal. 
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Q10. ABC Manufacturers Ltd. engages Raghav & Sons as an agent to sell goods on its behalf. For the purpose, ABC Manufacturers Ltd. has 
supplied the goods to Raghav & Sons located in Haryana. Enumerate the accounts required to maintained by Raghav & Sons as per rule 
56(11) of the CGST Rules, 2017. [ICAI Study Mat.] 
Answer: 
Rule 56(11) of the CGST Rules, 2017 provides that every agent shall maintain accounts depicting the-  
(a) particulars of authorisation received by him from each principal to receive or supply goods or services on behalf of such principal 
separately;  
(b) particulars including description, value and quantity (wherever applicable) of goods or services received on behalf of every principal;  
(c) particulars including description, value and quantity (wherever applicable) of goods or services supplied on behalf of every principal;  
(d) details of accounts furnished to every principal; and  
(e) tax paid on receipts or on supply of goods or services effected on behalf of every principal. 

 
Q11:- Is there any specific set of records to be maintained by the provider of works contract service?  [Additional Que] 
Answer  
Yes as per Rule 56(14) of the CGST Rules, 2017, the registered person providing works contract service shall maintain the accounts 
showing- 

1. the names and addresses of the persons on whose behalf the works contract is executed; 
2. description, value and quantity (wherever applicable) of goods or services received for the execution of works contract; 
3. description, value and quantity (wherever applicable) of goods or services utilized in the execution of each works contract; 
4. the details of payment received in respect of each works contract; and 
5. The names and addresses of suppliers from whom he has received goods or services. 

  
  
 
Q13. Sindhu Enterprises is a supplier of goods. Its turnover has exceeded ` 2 crore in current financial year. Discuss whether Sindhu 
Enterprises is required to get its accounts audited by the Chartered Accountant or Cost Accountant under GST law. [ICAI Study Mat.] 
Answer: 
Section 35(5) of the CGST Act relating to Audit has been deleted. 

Hence now there is no requirement to get accounts audited by a Chartered Accountant or a Cost Accountant if registered person 

aggregate turnover during a FY exceeds ` 2 crores.  

 

(CA Final Jan 21): Question 3(c) 
 
(ii) Whether the transporters, who are not registered under the GST, are required to maintain any records under the provisions of CGST Act, 2017? 
Also explain, if any other unregistered persons who are required to maintain records under GS T.  
 
Answer   

 

(ii) The transporters, who are not registered under GST, shall obtain a unique enrollment number on GST common portal and maintain 
records of goods transported, delivered and goods stored in transit by them along with GSTIN of the registered consignor and consignee 
for each of his branches.  

 Every owner or operator of warehouse/godown/any other place used for storage of goods, even if unregistered, is also required to maintain 
records under GST.  

 
 
Q15. Does the law require an owner/ operator of a warehouse or godowns/ transporter to maintain books of account? [Additional 
Que] 
Answer  
Yes, every owner/ operator of warehouse or godowns or any other place used for storage of goods and transporter (whether registered or 
not) needs to maintain records of consigner, consignee and other relevant details as under: 

1. For Transporter: 
(i) GSTIN of registered consignor/consignee 
(ii) Goods transported 
(iii) Goods delivered 
(iv) Goods stored in transit by him 

2. For owner/ operator of a warehouse or godowns: 
(i) Accounts related to that period for which goods remain with him 
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(ii) Details of dispatch, movement, receipt and disposal of goods 
Further, owner/ operator of warehouse or godowns should store the goods in such a way that they can be identification item-wise and 
owner-wise and shall facilitate any physical verification/ inspection by proper officer on demand. 

 
Q16. Is there any form to be submitted by the owner/ operator of warehouse or godowns or any other place used for storage of goods and 
transporter to maintain books as per section 35?  
Answer  
Yes, as per Rule 58 the CGST Rules, 2017, owner/ operator of warehouse or godowns or any other place used for storage of goods and 
transporter, if not already registered is required to submit the details regarding his business electronically on the Common Portal in FORM 
GST ENR-01, either directly or through a Facilitation Centre notified by the Commissioner and, upon validation of the details furnished, a 
unique enrollment number shall be generated and communicated to the said person.  

 

Q25. Mala Services Ltd. is a supplier of management consultancy services. It has approached you to ascertain the period for which the books 
of accounts or other records need to be maintained? [ICAI Study Mat.] or 
Explain the provisions relating to period of retention of accounts as provided under section 36 of CGST Act, 2017? (Mock Test April 18)  

Answer: 

Section 36 of the CGST Act stipulates that every registered person required to keep and maintain books of account or other records in 

accordance with the provisions of sub-section (1) of section 35 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 one year after final disposal of such appeal or revision or proceedings or investigation, or for the period specified 

above, whichever is later.  

 
Q26. Which of the following statements are true with respect to accounts and records? 

(1) All accounts and records are to be retained for 6 years. 

(2) Stock record is to be maintained by all registered dealers except the dealers registered under composition scheme. 

(3) Stock record is to be maintained by all registered dealers including composition dealers. 

(4) Monthly production records are to be maintained by all dealers except the dealers who have taken option for composition. 

(5) Monthly production records are to be maintained by all dealers including composition dealers. 

(6) Records are to be maintained at principal place of business. 

(a) 1, 2, 5, 6 (b) 1, 3, 5 

(c) 1, 3, 4 (d) 1, 2, 4, 6   (RTP May 19) 

Answer: (a) 
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CHAPTER 11 –  
RETURNS 

 

 
 

Q1. What are the various returns prescribed under the GST Act?  

Answer 

Return  Description  Who Files?  Date for filing 

GSTR-1  

Monthly Statement of Outward 
supplies of Goods or Services 

Registered Person including CTP OTHER THAN 
(an ISD, TDS/TCS Taxpayer, composition supplier 
and Non-resident Taxpayer, Supplier of OIDAR services 

located in non TT providing services to NTOR) with annual 
aggregate turnover more than Rs 5 crore 

11th of the next month   

Quarterly Statement of Outward 
supplies of Goods or Services 

Registered Person including CTP OTHER THAN 
(an ISD, TDS/TCS Taxpayer, composition supplier 
and Non-resident Taxpayer, OIDAR supplier outside 
India) with annual aggregate turnover upto Rs 5 
crore opting QRMP Scheme 

13th of month of the next Quarter 

GSTR-3B  

Simple Monthly Return for normal 
Tax Payer including CTP 

Registered Person OTHER THAN an ISD, TDS/TCS 
Taxpayer, composition supplier, Supplier of OIDAR 
services located in non TT providing services to NTOR 
and Non-resident Taxpayer 

 20th of the next month   
 

Quarterly return Opting QRMP 
Scheme 

22nd/24th of next month 

Table 

Sl Class of registered persons Due Date 

1. Registered persons whose principal place of business is in the States of Chhattisgarh, Madhya Pradesh, Gujarat, 
Maharashtra, Karnataka, Goa, Kerala, Tamil Nadu, Telangana, Andhra Pradesh, the Union territories of Daman and Diu and 
Dadra and Nagar Haveli, Puducherry, Andaman and Nicobar Islands or Lakshadweep. 

22nd day* of the month 
succeeding such 
quarter. 

2. Registered persons whose principal place of business is in the States of Himachal Pradesh, Punjab, Uttarakhand, Haryana, 
Rajasthan, Uttar Pradesh, Bihar, Sikkim, Arunachal Pradesh, Nagaland, Manipur, Mizoram, Tripura, Meghalaya, Assam, West 
Bengal, Jharkhand or Odisha, the Union territories of Jammu and Kashmir, Ladakh, Chandigarh or Delhi. 

24th day* of the month 
succeeding such 
quarter. 

*Those opting for the QRMP scheme must file by 22nd or 24th of the month suceeding the quarter. Further, tax payments 

shall be done every month in PMT-06 by 25th of next month for the first two months of the quarter. 

GST -
CMP- 08 

Quarterly Statement of Payment 
of Tax  

Registered Person paying tax under composition 
scheme   – 

18th of month of succeeding the 
Quarter 
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GSTR-4  
Annual Return of inward and 
outward supply under 
composition scheme     

Registered Person paying tax under composition 
scheme– including  
 Turnover in state/union territory,  
 inward supply  
 Tax payable & Tax paid 

Up to 30th April of month 
Following end of Such F.Y 

GSTR-5  Monthly Return   Non-resident Taxpayer  
20th of next month or within 7 
days after expiry of registration 
whichever is earlier 

GSTR-5A  Monthly Return   
Registered person providing OIDAR Service from a 
place outside India to a non-taxable online recipient 

20th of the next month 

GSTR-6  
Monthly Return for an Input 
Service Distributor (ISD) 

Input Service Distributor  13th of the next month 

GSTR-7  
Monthly Return for Tax Deduction 
At Source 

Tax Deductor (TDS Taxpayer)  10th of the next month 

GSTR-8  
Monthly Statement for Tax 
Collection At Source 

E-Commerce Operator (TCS Taxpayer) who is 
required to collect Tax at source depicting 
supplies effecting through it 

10th of the next month 

GSTR-9  Annual Return  
Registered Person OTHER THAN an ISD, 
TDS/TCS Taxpayer, Casual Taxable Person and 
Non-resident Taxpayer 

31st December of next Financial 
Year 

GSTR-9A  
Annual Return by composition 
supplier 

Registered Person paying tax under composition 
scheme    

31st December of next Financial 
Year 

GSTR-9B  
Annual Statement by E- 
commerce operator 

E- commerce operator required to collect Tax at 
source 

31st December of next Financial 
Year 

GSTR-9C  
 self-certified Reconciliation Statement 
along with annual return 

Registered person whose Aggregate Turnover during a 
F.Y exceed Rs 5 crore   

31st December of next Financial 
Year (submitted along with GSTR 
9/9A) 

GSTR-10  Final Return  
Taxable Person whose registration has been 
surrendered or cancelled 

Within 3 months of the date of 
cancellation or date of order of 
cancellation, whichever is later 

GSTR – 
11 

Detail of inward supplies 
Persons who have been issued a Unique 
identification number. (UIN) 

 

 

Note – casual Taxable person shall file GSTR-1, 2, 3/3B. However, he shall not be required to file any annual return as required by a normal 

registered taxpayer.  

 

Q12. If a return has been filed, how can it be revised if some changes are required to be made? [ICAI Study Mat.] 
Answer: 
In GST since the returns are built from details of individual transactions, there is no requirement for having a revised return. Any need to 

revise a return may arise due to the need to change a set of invoices or debit/ credit notes. Instead of revising the return already submitted, 

the system allows changing the details of those transactions (invoices or debit/credit notes) that are required to be amended. They can be 

amended in any of the future GSTR- 1 in the tables specifically provided for the purposes of amending previously declared details.  

As per section 39(9), omission or incorrect particulars discovered in the returns filed u/s 39 can be rectified in the return to be filed for the 

month or quarter  during which such omission or incorrect particulars are noticed. Any tax payable as a result of such error or omission will be 

required to be paid along with interest. The rectification of errors/omissions is carried out by entering appropriate particulars in ―Amendment 

Tables‖ contained in GSTR-1.  

Q13. Explain the provisions of section 39(9) of the CGST Act, 2017 with reference to rectification of returns. (RTP May 19) 

Answer: 
As per section 39(9) of the CGST Act, 2017, if any registered person after furnishing a return discovers any omission or incorrect particulars 

therein, he shall rectify such omission or incorrect particulars in the return to be furnished for the month or quarter during which such omission 

or incorrect particulars are noticed, subject to payment of interest. However, section 39(9) does not permit rectification of error or omission 

discovered on account of scrutiny, audit, inspection or enforcement activities by tax authorities. Further, no such rectification of any omission 
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or incorrect particulars shall be allowed after the due date for furnishing of return for the month of September or second quarter following the 

end of the financial year, or the actual date of furnishing of relevant annual return, whichever is earlier.  

Q16. Which type of taxpayers need to file annual return under section 44? [ICAI Study Mat.] 
Answer: 
As per Rule 80(3) of CGST Rules, : Every registered person, other than those referred to in the second proviso to section 44 (i.e department of 

CG/SG whose books of account are subject to audit by the CAG, a local authority, whose books of account are subject to audit by Statutory auditor 

appointed under any law), an Input Service Distributor, a person paying tax under section 51 or 52 (tax deductors at source, tax collector at 

source), a casual taxable person and a non-resident taxable person, whose aggregate turnover during a financial year exceeds 5 crore 

rupees, shall also furnish a self-certified reconciliation statement as specified under section 44 in FORM GSTR-9C along with the annual 

return referred to in sub-rule (1), on or before the 31st day of December following the end of such financial year, electronically through the 

common portal either directly or through a Facilitation Centre notified by the Commissioner. 

Further, Following chart depict who is required to file Annual Return & self-certified Reconciliation Statement 

GSTR-9  Annual Return  
Registered Person OTHER THAN an ISD, TDS/TCS 
Taxpayer, Casual Taxable Person and  NRTP 

31st December of next Financial 
Year 

GSTR-9A  Annual Return by composition supplier 
Registered Person paying tax under composition scheme 
& Availing NN 2/2019  

31st December of next Financial 
Year 

GSTR-9B  
Annual Statement by E- commerce 
operator 

E- commerce operator required to collect Tax at source 
31st December of next Financial 
Year 

GSTR-9C  
 self-certified Reconciliation Statement 
along with annual return 

Registered person whose Aggregate Turnover during a 
F.Y exceed Rs 5 crore   

31st December of next Financial 
Year (submitted along with GSTR 
9/9A) 

 

Note – casual Taxable person shall file GSTR-1, 3B. However, he shall not be required to file any annual return as required by a normal registered taxpayer 

Note: Commissioner may extend time limit of annual return. Further, extension under SGST/UTGST deemed to be extension under CGST. 

self-certified Reconciliation Statement + Annual Return 

     

Every registered person whose turnover during a 
F.Y exceeds 5 Crore 

 Registered Person - department of 
CG/SG whose books of account are 
subject to audit by the CAG 

 Registered Person - a local authority, whose books 
of account are subject to audit by Statutory auditor 
appointed under any law 

     

Furnish Annual Return 9/9A  & self-certified 
Reconciliation Statement 

 
Not required to furnish Annual Return 

 
Not required to furnish Annual Return 

Note: Person supplying online information technology and database access retrieval  [OIDAR]  services not required to furnish annual return (GSTR-9) and 
reconciliation statement (GSTR 9C) 

NN 09/2020– CT : Seeks to exempt foreign airlines from furnishing reconciliation Statement in FORM GSTR-9C:   
Condition: a statement of receipts and payments for the F.Y in respect of its Indian Business operations, duly authenticated by a practicing CA/firm/LLP of 

CA is submitted for each GSTIN by 30th Sep of next F.Y 

Note: Filing of annual return (GSTR 9/9A)  u/s  44(1) for F.Y. 2017-18 and 2018-19, 2019-20, 2020-21 made optional for small taxpayers whose aggregate 

turnover is less than Rs 2 crores and who have not filed the said return before the due date 

After the due date of furnishing the annual return for the year 2017-18, 2018-19 and 2019-20, 2020-21 the common portal shall not permit furnishing of 

FORM GSTR-9/9A for the said period. 

NOTE: Section 73 provides for voluntary payment of tax dues by the taxpayers at any point in time. Therefore, irrespective of the time and quantum of tax 

which has not been paid or short paid, the taxpayer has the liberty to self-ascertain such tax amount and pay it through FORM GST DRC-03. Accordingly, it is 

clarified that if any registered tax payer, during course of reconciliation of his accounts, notices any short payment of tax or ineligible availment of input tax 

credit, he may pay the same through FORM GST DRC-03. 

Example 

 State 1 State 2 State 3 

Turnover  90 Lakh 80 lakh 5.30 crore 

Annual return u/s 44 Yes  Yes  Yes  

Self-certified Reconciliation statement Yes  Yes  Yes  

 

Q17. Who is required to furnish Final Return? [Additional Que] 
Answer  
Any registered taxable person whose registration has been cancelled is required to file Final return in FORM GSTR-10. The return has to be 
filed within 3 months from the date of cancellation or date of order of cancellation, whichever is later. 
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Q18. Is an annual return under section 44 and a final return one and the same? [ICAI Study Mat.] 
Answer: 
No. Annual return has to be filed by every registered person paying tax as a normal taxpayer, with certain exceptions. Final return has to be 

filed only by those registered persons who have applied for cancellation of registration. The final return has to be filed within three months of 

the date of cancellation or the date of cancellation order, whichever is later.  

Q19:- ABC Ltd. has applied for cancellation of GST registration in the month of March. The consultant of ABC Ltd. has suggested to 

furnish the final return in the month of September. He has advised the company that a final return needs to be furnished before the due 

date of furnishing the return for the month of September of subsequent financial year or before furnishing of annual return (for the financial 

year in which cancellation has been sought for), whichever is earlier. However, the jurisdictional authorities have yet not passed the order 

of cancellation due to reasons not known to ABC Ltd. 

Whether the advice given by the consultant of ABC Ltd. is correct? Examine. (ICAI Study Mat.) 

Answer:-  

No, the advice of the consultant is not correct. 

In terms of section 45 read with rule 81, every registered person who is required to furnish GSTR-3B and whose registration has been 
cancelled is required to file a final return within three months of the date of cancellation or date of order of cancellation, whichever is later. 
In the given case, the registration of the company has not been cancelled. Therefore, requirement of filing final return will arise only 
when the registration of the company gets cancelled. 
 

Q20. Who is required to Furnish a Reconciliation statement? 

Answer  
As per Rule 80(3) of CGST Rules, : Every registered person, other than those referred to in the second proviso to section 44 (i.e department of 

CG/SG whose books of account are subject to audit by the CAG, a local authority, whose books of account are subject to audit by Statutory auditor 

appointed under any law), an Input Service Distributor, a person paying tax under section 51 or 52 (tax deductors at source, tax collector at 

source), a casual taxable person and a non-resident taxable person, whose aggregate turnover during a financial year exceeds 5 crore 

rupees, shall also furnish a self-certified reconciliation statement as specified under section 44 in FORM GSTR-9C along with the annual 

return referred to in sub-rule (1), on or before the 31st day of December following the end of such financial year, electronically through the 

common portal either directly or through a Facilitation Centre notified by the Commissioner. 

Further, Following chart depict who is required to file Annual Return & self-certified Reconciliation Statement 

GSTR-9  Annual Return  
Registered Person OTHER THAN an ISD, TDS/TCS 
Taxpayer, Casual Taxable Person and  NRTP 

31st December of next Financial 
Year 

GSTR-9A  Annual Return by composition supplier 
Registered Person paying tax under composition scheme 
& Availing NN 2/2019  

31st December of next Financial 
Year 

GSTR-9B  
Annual Statement by E- commerce 
operator 

E- commerce operator required to collect Tax at source 
31st December of next Financial 
Year 

GSTR-9C  
 self-certified Reconciliation Statement 
along with annual return 

Registered person whose Aggregate Turnover during a 
F.Y exceed Rs 5 crore   

31st December of next Financial 
Year (submitted along with GSTR 
9/9A) 

Note – casual Taxable person shall file GSTR-1, 3B. However, he shall not be required to file any annual return as required by a normal registered taxpayer 

Note: Commissioner may extend time limit of annual return. Further, extension under SGST/UTGST deemed to be extension under CGST. 

self-certified Reconciliation Statement + Annual Return 

     

Every registered person whose turnover during a 
F.Y exceeds 5 Crore 

 Registered Person - department of 
CG/SG whose books of account are 
subject to audit by the CAG 

 Registered Person - a local authority, whose books 
of account are subject to audit by Statutory auditor 
appointed under any law 

     

Furnish Annual Return 9/9A  & self-certified 
Reconciliation Statement 

 
Not required to furnish Annual Return 

 
Not required to furnish Annual Return 

Note: Person supplying online information technology and database access retrieval  [OIDAR]  services not required to furnish annual return (GSTR-9) and 
reconciliation statement (GSTR 9C) 

NN 09/2020– CT : Seeks to exempt foreign airlines from furnishing reconciliation Statement in FORM GSTR-9C:   
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Condition: a statement of receipts and payments for the F.Y in respect of its Indian Business operations, duly authenticated by a practicing CA/firm/LLP of 

CA is submitted for each GSTIN by 30th Sep of next F.Y 

 

 

Q25. What are the activities which can be undertaken by GST PRACTITIONER? 

Answer 

Scope of activities that can be undertaken by a GSTP enhanced: 

A goods and services tax practitioner can undertake any or all of the following activities on behalf of a registered person, if so authorised by 

him to - 

(a) furnish the details of outward and inward supplies; 

(b) furnish monthly, quarterly, annual or final return; 

(c) make deposit for credit into the electronic cash ledger; 

(d) file a claim for refund; 

(e) file an application for amendment or cancellation of registration; 

(f) furnish information for generation of e-way bill; 

(g) furnish details of challan in FORM GST ITC-04; 

(h) file an application for amendment or cancellation of enrolment under rule 58; and 

(i) file an intimation to pay tax under the composition scheme or withdraw from the said scheme :   

Question on Amendment 
Q29. Whether foreign airlines are required to furnish reconciliation Statement in Form GSTR-9C 
Answer  
Government exempts foreign airlines from furnishing reconciliation Statement in Form GSTR-9C who have complied with rule 4(2) of the 
Companies (Registration of Foreign Companies) Rules, 2014,   
Requirement to submit the Receipts & Payment statement of Indian Business Operations:– Provided that a statement of receipts 
and payments for the F.Y in respect of its Indian Business operations, duly authenticated by a practicing Chartered Accountant in 
India or a firm or a Limited Liability Partnership of practicing Chartered Accountants in India is submitted for each GSTIN by the 30th 
September of the year succeeding F.Y. 
 
18. (CA Final RTP Nov 21) 

Padmavati Traders, registered in Karnataka, is engaged in supply of taxable goods.  Its turnover in the preceding financial 
year was ` 230 lakh and was furnishing its GST return on monthly basis.    

In the beginning of April month in the current financial year, it sought advice from its tax consultant, Dua Consultants, 
whether it can furnish its GST returns on quarterly basis from now onwards.  Dua Consultants advised Padmavati 
Traders that it cannot furnish its return on quarterly basis as the GST law does not provide for quarterly return under 
nay circulstances.  Discuss the technical veracity of the advice given by Dua Consultants.  

Answer  
 

No, the advice given by Dua Consultants is not valid in law.  With effect from 01.01.2021, a quarterly return has been introduced under 
GST law where the payment of tax is to be made on monthly basis.  The scheme is known as Quarterly Return Monthly Payment 
(QRMP) Scheme.    

The scheme has been introduced as a trade facilitation measure and in order to further ease the process of doing business.  It is 
an optional return filing scheme, introduced for small taxpayers having aggregate annual turnover (PAN based) of upto ` 5 crore 
in the current and preceding financial year to furnish their Form GSTR-1 and Form GSTR-3B on a quarterly basis while paying 
their tax on a monthly basis through a simple challan. Thus, the taxpayers need to file only 4 GSTR-3B returns instead of 12 
GSTR-3B returns in a year.  Similarly, they would be required to file only 4 GSTR-1 returns since Invoice Filing Facility (IFF) is 
provided under this scheme.    

 Opting of QRMP scheme is GSTIN wise. Distinct persons can avail QRMP scheme option for one or more GSTINs.  It implies that 
some GSTINs for a PAN can opt for the QRMP scheme and remaining GSTINs may not opt for the said scheme.  

Since the aggregate turnover of Padmavati Traders does not exceed ` 5 crores in the preceding financial year, it is eligible for 

furnishing the return on quarterly basis till the time its turnover in the current financial year does not exceed ` 5 crore.  In case its 

aggregate turnover crosses ` 5 crore during a quarter in the current financial year, it shall no longer be eligible for furnishing of return 

on quarterly basis from the first month of the succeeding quarter and needs to opt for furnishing of return on a monthly basis, 
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electronically, on the common portal, from the first month of the quarter, succeeding the quarter during which its aggregate turnover 

exceeds ` 5 crore. 

 
Q33. Explain provisions relating to Quarterly Return Monthly Payment Scheme (QRMP)? 

Answer  

1. Quarterly Return Monthly Payment Scheme (QRMP) is a scheme notified by the Government allowing a registered person having aggregate 

turnover up to Rs 5 crore to furnish return on a quarterly basis along with monthly payment of tax. 

2. Effective Date – The scheme effective from 01 Jan 2021. 

3. Exercising option for QRMP Scheme: Rule 61A: A registered person opt in or opt out of the scheme for any quarter from the first day of 

the second month of the preceding quarter to the last day of the first month of the quarter which is available throughout the year as 

follows:-  

Quarter  Between   In order to exercise this option, the registered 

person must have furnished the last return, 

as due on the date of exercising such 

option. 

Q1 (April –May - June)   1st February to 30th April  

Q2 (July – August – September)  1st May to 31st July  

Q3 (October – November – December)  1st August to 31st October  

Q4 (January – February – March)  1st November to 31st January  

Registered persons are not required to exercise the option every quarter. Where such option has been exercised once, they shall continue to 

furnish the return as per the selected option for future tax periods, unless they revise the said option 

4. [Notification No. 84/2020-C.T., dated 10-11-2020] 

Eligibility for the 
Scheme: 

Registered persons, other than a person referred to in sec 14 of the IGST Act, 2017, having an aggregate turnover of 
up to Rs 5 crore in the preceding financial year, and who have opted to furnish a return for every quarter, under 
rule 61A(1) of the CGST Rules, 2017 who shall, subject to the following conditions and restrictions, furnish a RETURN 
for EVERY QUARTER from January, 2021 onwards, and pay the TAX due EVERY MONTH in accordance with the 
proviso to section 39(7) of the said Act, namely :- 
(i) the return for the preceding month, as due on the date of exercising such option, has been furnished : 
(ii) where such option has been exercised once, they shall continue to furnish the return as per the selected 
option for future tax periods, unless they revise the same.. 

Opt-Out from 
Scheme on turnover 
exceeds Rs 5 Crores: 

(2) A registered person whose aggregate turnover crosses 5 crore rupees during a quarter in a financial year shall 
not be eligible for furnishing of return on quarterly basis from the 1st month of the succeeding quarter. 
such registered person, whose aggregate turnover exceeds Rs 5 crore during the current F.Y, shall opt for 
furnishing of return on a monthly basis, electronically, on the common portal, from the NEXT Quarter. 

Default Migration for 
the first quarter of 
the Scheme: 

(3) For the registered person falling below, who have furnished the return for the tax period October, 2020 on or 
before 30th November, 2020, it shall be deemed that they have opted under rule 61A(1) of the said rules for the 
monthly or quarterly furnishing of return as mentioned in column (3) of the said Table :- 

Sl. 
No. 

Class of registered person Deemed 
Option 

1. Registered persons having aggregate turnover of up to 1.5 crore rupees, 
who have furnished FORM GSTR-1 on quarterly basis in the current 
financial year 

Quarterly 
return 

2. Registered persons having aggregate turnover of up to 1.5 crore rupees, 
who have furnished FORM GSTR-1 on monthly basis in the current 
financial year 

Monthly 
return 

3. Registered persons having aggregate turnover more than 1.5 crore 
rupees and up to 5 crore rupees in the preceding financial year 

Quarterly 
return 

 

Change from the 
default option of 
filing Return 
Periodicity 

(4) The registered persons referred to in Table, may change the default option electronically, on the common portal, 
during the period from the 5th day of December, 2020 to the 31st day of January, 2021. 

GSTIN Wise Option is 
available:- 

The option to avail of the QRMP Scheme is GSTIN wise and therefore, distinct persons (different GSTINs on same PAN) 
have the option to avail the QRMP Scheme for one or more GSTINs. In other words, some GSTINs for that PAN can opt 
for the QRMP Scheme and remaining GSTINs may not opt for the Scheme. 
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5. Quarterly Filing of GSTR 1 & Invoice Furnishing Facility for first  2 months of Quarter : discussed in detail later 

6. 

Monthly payment of Tax:  
The registered person under the QRMP Scheme would be required to pay the tax due in each of the first 2 months of the quarter by depositing 
the due amount in FORM GST PMT-06, by the 25th day of the month succeeding such month. 

You have an option to  

Self-Assessment Method:  
pay tax due by considering the tax 
liability on inward and outward 
supplies and the input tax credit 
available or  

Fixed Sum Method:  
i. Method 1: pay 35% of cash liability paid in the FORM GSTR-3B for the last quarter 

(in case of where GSTR 3B was filed quarterly) or  
ii. Method 2: 100% of the cash liability paid in the FORM GSTR-3B for the last month 

(in case where FORM GSTR-3B was filed monthly)  through a challan.  

However, you do not have to pay in the following cases:- 
(a) Aggregate balance in your electronic cash ledger and electronic credit ledger is adequate for the tax due (for the first month or 
cumulative dues in the second month). 
(b) You have No or Nil liability for that month.   
 

Non- availability for 
Monthly Tax Payment 
facility:  

Monthly tax payment through this method would not be available to those registered persons who have not 
furnished the return for a complete tax period preceding such month. 
A complete tax period means a tax period in which the person is registered from the first day of the tax period till 
the last day of the tax period. 
 

Refund Claim: The claim of refund in respect of the amount deposited for the first two months of a Quarter for payment of tax shall 
be permitted after the return in FORM GSTR-3B for the said quarter has been furnished. Further, this deposit cannot 
be used by the taxpayer for any other purpose till the filing of return for the quarter. 

Interest on delayed payment : 

Tax liability in GST PMT-06 is not paid by 25th of the following month 18% of the tax liability 
(from 26th of the following month 
till the date of payment) 

The final tax liability for the first two months is higher than the tax amount paid through pre-filled form GST 
PMT-06, and such excess liability has not been paid within quarterly GSTR-3B due date 

18% of the tax liability 
(from GSTR-3B due date* till the 
date of payment) 

*22nd or 24th of the month succeeding such quarter based on the state of the taxpayer. 
Return for OPTING QRMP scheme 

Quarterly GSTR-1 of outward 
supplies 

13th of month of the next Quarter 

Quarterly GSTR-3B 22nd or 24th of the month following every quarter, as per the State/UT of the principal 
place of business 

 

 

Q34. What are the due dates to file GSTR-3B 

GSTR-
3B 

Return  Description  Who Files?  Date for filing 

GSTR-3B  

Simple Monthly Return for 
normal Tax Payer including 
CTP 

Registered Person OTHER THAN an 
ISD, TDS/TCS Taxpayer, composition 
supplier, Supplier of OIDAR services located in 

non TT providing services to NTOR  and Non-
resident Taxpayer 

 20th of the next month   
 

Quarterly return Opting 
QRMP Scheme 

22nd/24th of next month 

Table 

Sl Class of registered persons Due Date 

1. Registered persons whose principal place of business is in the States of Chhattisgarh, Madhya 
Pradesh, Gujarat, Maharashtra, Karnataka, Goa, Kerala, Tamil Nadu, Telangana, Andhra Pradesh, the 
Union territories of Daman and Diu and Dadra and Nagar Haveli, Puducherry, Andaman and Nicobar 
Islands or Lakshadweep. 

22nd day* of the 
month succeeding 
such quarter. 

2. Registered persons whose principal place of business is in the States of Himachal Pradesh, 
Punjab, Uttarakhand, Haryana, Rajasthan, Uttar Pradesh, Bihar, Sikkim, Arunachal Pradesh, Nagaland, 
Manipur, Mizoram, Tripura, Meghalaya, Assam, West Bengal, Jharkhand or Odisha, the Union territories 
of Jammu and Kashmir, Ladakh, Chandigarh or Delhi. 

24th day* of the 
month succeeding 
such quarter. 

*Those opting for the QRMP scheme must file by 22nd or 24th of the month suceeding the quarter. Further, tax payments shall 
be done every month in PMT-06 by 25th of next month for the first two months of the quarter. 
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The broad content of GSTR-3B are given below: 

Basic Details  Other details relating to supplies 

•GSTIN  
•Legal name of the registered 
person  
•Tax period 

(i) Summarised details of outward and inward supplies liable to reverse charge  
(ii) Summarised details of inter- State supplies made to unregistered persons, composition 

taxable persons and UIN holders  
(iii) Eligible ITC  
(iv) Values of exempt, nil-rated and non-GST inward supplies  
(v) Payment of tax  
(vi) TDS/TCS credit 

 

 

Who is required to furnish the details of outward supplies? [Section 37(1) read with rule 59(1)] 

GSTR-1 Return  Description  Who Files?  Date for filing 

GSTR-1  

Monthly Statement of 
Outward supplies of 
Goods or Services 

Registered Person including CTP OTHER 
THAN (an ISD, TDS/TCS Taxpayer, 
composition supplier and Non-resident 
Taxpayer, Supplier of OIDAR services located in non TT 

providing services to NTOR) with annual aggregate 
turnover more than Rs 5 crore 

11th of the next month   

Quarterly Statement of 
Outward supplies of 
Goods or Services 

Registered Person including CTP OTHER 
THAN (an ISD, TDS/TCS Taxpayer, 
composition supplier and Non-resident 
Taxpayer, OIDAR supplier outside India) with 
annual aggregate turnover upto Rs 5 crore 
opting QRMP Scheme 

13th of month of the next 
Quarter 

 

 

Q35. Explain provisions relating to INVOICE Furnishing facility 

59(2)  The registered persons required to furnish return for every quarter 

Quarter Forms Due date 

Month 
1:  
 
Month 
2:  

Option to upload details of outward supplies in IFF(invoice furnishing 
facility) upto Rs 50 Lakh in each month 
Note: it includes  

(a) invoice wise details of (b) debit and credit notes, 

inter-State and intra-State 
supplies made to the 
registered persons; (B2B 
Supplies) 

if any, issued during the month 
for such invoices issued 
previously. 

 

13th of next month 

Make Challan inform PMT-06 for cash payment 25th of next month 

Month 
3:  

GSTR1 13th of  next month 

GSTR3B On or before 22nd/ 24th day 
of the month next such 
quarter 

 

59(3) The details of outward supplies furnished using the IFF, for the 1st and 2nd months of a quarter, shall not be 
furnished in FORM GSTR-1 for the said quarter. 
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Q36. When details of outward supplies in FORM GSTR-1 or using the invoice furnishing facility, can‘t be filed 

59(6) Notwithstanding anything contained in this rule, - 

(a) a registered person 
shall not be allowed to 
furnish 

(b) registered person, required to 
furnish return for every quarter under 
the proviso to sub-section (1) of section 
39, shall not be allowed to furnish 

(c) a registered person, who is restricted from 
using the amount available in electronic credit 
ledger to discharge his liability towards tax in 
excess of 99% of such tax liability under rule 
86B, shall not be allowed to furnish 

the details of outward 
supplies of goods or 
services or both under 
section 37 in FORM GSTR-
1, 

the details of outward supplies of 
goods or services or both under section 
37 in FORM GSTR-1 or using the 
invoice furnishing facility, 

the details of outward supplies of goods or 
services or both under section 37 in FORM 
GSTR-1 or using the invoice furnishing 
facility, 

if he has not furnished the 
return in FORM GSTR-3B 
for preceding 2 months; 

if he has not furnished the return in 
FORM GSTR-3B for preceding tax 
period; (i.e Quarter) 

if he has not furnished the return in FORM 
GSTR-3B for preceding tax period. 

 

 

Q37. explain the provisions relating to FORM GSTR 2A 

Answer 

details of outward supplies furnished by 
the supplier  

in FORM 
GSTR-1 or 
using the 
IFF 

 made available to 
(recipients) in 

 in Part A of FORM 
GSTR-2A,  

To Normal 
Supplier 

 in FORM GSTR-4A 
and  

To 
Composition 
Supplier 

 in FORM GSTR-6A  To ISD 

details of invoices furnished by an non-
resident taxable person (NRTP)  

in FORM 
GSTR-5 

 made available to 
(recipients) in 

 in Part A of FORM 
GSTR-2A,  

 

details of invoices furnished by an Input 
Service Distributor (ISD)  

  in FORM 
GSTR-6 

 made available to 
(recipients) in 

 in Part B of FORM 
GSTR-2A,  

 

details of tax deducted at source (TDS) 
furnished by the deductor  

in FORM 
GSTR-7 

 made available to 
(recipients) in 

 in Part C of FORM 
GSTR-2A,  

 

details of tax collected at source 
furnished by an e-commerce operator 
(ECO)  

in FORM 
GSTR-8 

 made available to 
(recipients) in 

 in Part C of FORM 
GSTR-2A,  

 

details of the integrated tax (IGST) paid on  
 the import of goods or  
 goods brought in domestic Tariff 

Area (DTA) from Special 
Economic Zone (SEZ) unit or a 
Special Economic Zone (SEZ) 
developer  

 

on a bill of 
entry  
 

 made available to 
(recipients) in 

 in Part D of FORM 
GSTR-2A,  
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Q38. Explain the provisions relating to Form GSTR 2B 

ANSWER 

Details of input tax credit shall be made available to the registered person in FORM GSTR-2B, for every month, consist of – 

(i) the details of outward 
supplies furnished by other 
than quarterly filer in GSTR-1 

(ii) the details of invoices 
furnished by NRTP in 
GSTR-5 & by ISD in GSTR-6  

(ii) details of outward supplies 
furnished by his supplier, required to 
furnish quarterly return in FORM 
GSTR-1 or using the IFF, 

(iii) the details of the integrated 
tax (IGST) paid on  

between the day after the due 
date of GSTR-1 for previous 
month to the due date of 
current month; 
e.g for April 2021 – GSTR-1 
filed by supplier from 12 April to 
11 may 2021 

between the day after the 
due date for previous month 
to the due date of current 
month; 
 

See note   the import of goods or  
 goods brought in the 

domestic Tariff Area (DTA) 
from Special Economic Zone 
(SEZ) unit or  
a Special Economic Zone 
(SEZ) developer  

on a bill of entry in the month. 

Note 

  Months  GSTR-2B for every month 
shall be made available to the 
registered person 

 

(a) for the 1st month of the quarter, between the day 
after the due date of GSTR-1 for the preceding 
quarter to the due date of furnishing details using 
the IFF for 1st month  

e.g for April 2021 = detail in 
GSTR-1 furnished by supplier 
between 14th April to 13 May 
2021 

 

(i) for the 1st and 2nd 
month of a quarter, 

a day after the due date of 
furnishing of details  

in the IFF by Quarterly 
filer, or  

in FORM GSTR-1 by 
monthly filer, whichever 
is later 

 

For April 
2021 = on 
14th May 
2021  

(b) for the 2nd month of the quarter, between the day 
after the due date of IFF facility for 1st month to 
due date of IFF facility for the 2nd  month  

e.g for May 2021 = detail in 
GSTR-1 furnished by supplier 
between 14th May to 13 June 
2021 

for May 
2021 = on 14 
june 2021 

(c) for the 3rd month of the quarter, between the day  
after the due date of IFF facility for the 2nd  month 
to due date of furnishing of FORM GSTR-1 for the 
quarter; 

e.g for June 2021 = detail in 
GSTR-1 furnished by supplier 
between 14th June to 13 July 
2021 

(ii) in the 3rd month of the 
quarter, 

a day after the due date of 
furnishing of details  

in FORM GSTR-1 

by Quarterly filer 
 

for June 
2021 = on 14 
July 2021 

 
 

 

 

 

 

 

 

 

 

 



CA Manoj Batra     222 
 
Late fee 

Late fees for delay in filing return [Section 47] 

(A) Statement of Outward Supplies [Sec37] 
(B) Returns [Sec 39] (C) Final Return [Sec 45] 

`100 for every day during which such failure continues or Rs 5000 whichever is lower 

Late fees for delay in filing annual return under 
section 44 

100 for every day during which such failure continues or 0.25% of the turnover of RP in the State/UT 
whichever is lower 

Note: An equal amount of late fee would be payable by such person under the respective SGST/UTGST Act as well 

Maximum late fees payable under section 47 for delayed filing of Forms GSTR-1, GSTR-3B, 
GSTR-4 and GSTR-7, rationalized  
Section 47 of the CGST Act stipulates a specified amount of late fee for delay in filing any of the 
following by their respective due dates:  
(A) Statement of Outward Supplies [Section 37]  
(B) Returns (including returns under QRMP Scheme) Returns [Section 39]  
(C) Final Return [Section 45]  
An equal amount of late fee is payable by such person under the respective SGST/UTGST Act as 
well. Penalty leviable under IGST Act shall be the sum total of the penalties leviable under the 
CGST Act and the SGST/UTGST Act.  
The late fee can be waived off partially or fully by the Central Government. Consequently, since 
the inception of GST law, late fee is being regularly waived off by the Central Government either 
partially or fully.  
From the tax period June, 2021 onwards or quarter ending June, 2021 or FY 2020-21 
onwards, as the case may be, late fee for delayed filing of Forms GSTR-1, GSTR-3B, GSTR-4 
and GSTR-7, has been rationalized as follows: 
 
For delayed filing of GSTR-1 and/or GSTR-3B:-  
Total amount of late fee payable under section 47 of the CGST Act from June, 2021 / quarter 
ending June, 2021 onwards, by the registered person who fail to furnish Form GSTR-1 and/or 
Form GSTR-3B by the due date, shall be as follows: 

Late fee for Class of registered persons 
 

 
 

    

(1) Registered persons 
who have nil outward 
supplies in the tax 
period/ whose total 
amount of tax payable in 
the GSTR- 3B is Nil, as 
the case may be 

 (2) Registered persons other than 
those covered in (1)  

 Registered 
persons other 
than (1) and 
(2) 

 

      

  Aggregate 
turnover of  
≤ ` 1.5 crores in 
the preceding 
FY 

 ` 5 crores ≥ 
Aggregate 
turnover of  
> ` 1.5 crores, 
in the 
preceding FY 

  

  
 

 
 

  
` 500 (` 250 each under 

CGST & SGST or ` 500 
under IGST) 

 ` 2,000 (` 1,000 
each under 
CGST & SGST 
or ` 2,000 under 
IGST) 

 ` 5,000 (` 2,500 
each under 
CGST & SGST 
or ` 5,000 under 
IGST) 

 Late fee as 
specified 
under section 
47 

 

For delayed filing of GSTR-4:-  
Total amount of late fee payable 
under section 47 of the CGST Act 
from F.Y. 2021-22 onwards, by the 
registered person (composition 
taxpayer) who fail to furnish Form 
GSTR-4 by the due date, shall be as 
follows: 

Where 
 

(1) 
registered 
person 
whose 
Total tax 
payable in 
GSTR-4 is 
Nil 

 (2)Registered 
persons other 
than those 
covered in (1) 

 

 
 

` 500 (` 
250 each 
under 
CGST & 
SGST or ` 
500 under 
IGST) 

 2,000 (` 1,000 
each under 
CGST & 
SGST or ` 
2,000 under 
IGST) 

 
For delayed filing of GSTR-7:-  
Total amount of late fee payable 
under section 47 of the CGST Act by 
any registered person, required to 
deduct tax at source under the 
provisions of section 51 of the CGST 
Act for delayed filing of GSTR-7, 
from the month of June 2021 
onwards, shall be as follows: 
 
Quantum of late fee:  
[Rs 25 for every day during which 
such failure continues. Or  Rs 
100] whichever is lower 
[Notification Nos 19-22/2021 CT all 
dated 01.06.2021] 
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CHAPTER 12 –  
Payment of Tax, TDS, TCS 

 
 
Q30. Mr. NY, a supplier of goods pays GST under regular scheme. Mr. NY is not eligible for any threshold exemption. He has made 
the following outward taxable supplies during September 20XX: 

Particulars  Rate of Tax Amount (Rs) 

 
CGST  SGST  IGST 

 

Intra State Supply of goods 
  

  

Product A  6%  6%  - 8,00,000 

Product B  9%  9%  - 2,00,000 

Inter State Supply of goods 
    

Product A  -  -  12%  3,00,000 

Product B  -  -  18%  1,50,000 

He has also furnished the following information in respect of supplies received by him during September 20XX:  COMPUTATION OF 
GST LIABILITY  

Particulars  Rate of Tax  Amount 
(Rs) 

 CGST  SGST  IGST  

Intra State Supply of goods     

Product A  6%  6%   2,00,000 

Product B  9%  9%   1,00,000 

Inter State Supply of goods     

Product A  -  -  12%  1,50,000 

Product B  -  -  18%  80,000 

 
Mr. NY has following ITCs with him at the beginning of September 20XX: 
 

 
Note: 

 

Compute net GST payable by Mr. NY for the month of September 201XX.  
Make suitable assumptions wherever required.      (May 18)/(Question for Practice) 
 
Answer: 
Computation of GST payable by Mr. NY for the month of September, 20XX: 

S.No.  Particulars  CGST (Rs)  SGST (Rs)   IGST (Rs) 

(i)  Intra-State supply of goods 
   

 
Product A  48,000  48,000 

 

 
Product B  18,000  18,000 

 
(ii)  Inter-State supply of goods 

   

 
Product A  

  
36,000 

 
Product B  

  
27,000 

 
Total  66,000  66,000  63,000 

Particulars  Rs 

CGST  40,000 

SGST  28,000 

IGST  44,600 

(i)  
(ii)  

Both inward and outward supplies are exclusive of taxes, wherever applicable.  
All the conditions necessary for availing the ITC have been fulfilled. 
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Computation of total ITC available 

S.No.  Particulars  CGST (Rs)  SGST (Rs)  IGST (Rs) 

(i)  Opening balance  40,000  28,000  44,600 

(ii)  Intra-State supply of goods 
   

 
Product A  12,000  12,000 

 

 
Product B  9,000  9,000 

 
(iii)  Inter-State supply of goods 

   

 
Product A  

  
18,000 

 
Product B  

  
14,400 

 
Total  61,000  49,000  77,000 

Computation of net GST payable (from cash ledger) 
 

Particulars  CGST (Rs)  SGST (Rs)   IGST (Rs) 

GST payable  66,000  66,000  63,000 

Less: ITC  (61,000)-CGST  (14,000)-IGST  (63,000)-IGST 

   
(49,000)-SGST  

Net GST payable  5,000  3,000  Nil 

Note 1.ITC of IGST shall be first utilize fully to pay IGST, then CGST and SGST in any order.  
Note 2.IGST credit after setting it against IGST liability of Rs. 63,000/- i.e. Rs. 14,000/- to be adjusted first with SGST liability since CGST 
credit is almost sufficient to set off CGST liability.  
 

Payment of tax: MCQ 
 
Q31. A taxable person has made following supplies in January, 2018 – 

Sales within the State – ` 2,00,000. 

Exports out of India– ` 60,000. 

Supplies to SEZ located within the State – ` 40,000. 

He does not intend to clear goods under Letter of Undertaking (LUT) or bond.  The input tax credit  available to him during January, 2018 – IGST – 

Nil. CGST – `10,000. SGST – `20,000. 

 

There is no opening balance in his electronic cash ledger or electronic credit ledger.  Tax rates are – SGST – 9%, CGST – 9%, IGST – 18%. How 

much amount is payable by him in cash? 

 

a) CGST – ` 8,000 SGST – Nil 

b) CGST – ` 11,600 SGST – ` 1,600 

c) CGST – ` 8,000, SGST – Nil, IGST – ` 5,200 

d) CGST – ` 8,000 SGST – Nil, IGST – ` 16,000 

 

 

Hint: 

 CGST SGST IGST 

Sales within the State – ` 2,00,000. Rate 9% 18,000 18,000 ------ 

Exports out of India– ` 60,000. - Rate 18% 
On payment of IGST 

  10800 

Supplies to SEZ located within the State – ` 40,000 - Rate 18% - 
On payment of IGST 

  7200 

TOTAL TAX PAYABLE 18,000 18,000 18,000 

LESS – INPUT TAX CREDIT 10,000 20,000 NIL  

Net tax/ Excess ITC 8000 (2000) 18,000 

LESS- EXCESS ITC OF SGST USED FOR PAYMENT OF IGST   2000 

Net payable in cash 8000 Nil 16,000 
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 Q32.  Miss Nitya has  following  balances  in  her  Electronic  Cash  Ledger  as  on  28th February as per GST portal 

Major Heads Minor heads Amount (`) 

CGST Tax 40,000 

Interest 1,000 

Penalty 800 

SGST Tax 80,000 

Interest 400 

Penalty 1,200 

Fee 2,000 

IGST Tax 45,000 

Interest 200 

Penalty Nil 

Her tax liability for the month of February for CGST and SGST was ` 75,000 each. She failed to pay the tax and contacted you as legal 

advisor on 12th April 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 20th April. Other information: 

(i) Date of collection of GST was 18th February. 

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

(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. (ICAI Study Mat.)/ 
Nov 18 
Answer:-  

Due date for payment of tax collected on 18th February is 20th March. 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 given case, since Miss Nitya wants to pay the tax on 20th April, 
interest payable on the amount of CGST and SGST each is as follows: 
` 75,000 × 18% × 31/365 = ` 1,147 (rounded off) 
As per Section 49(10) of the CGST Act, 2017, any amount of tax, interest, penalty, fee or any other amount available in the electronic cash 
ledger under the CGST Act, 2017 can be transferred to the electronic cash ledger for integrated tax, central tax, State tax, Union territory 
tax or cess, in such form and manner and subject to such conditions and restrictions as may be prescribed. Thus, amount entered under 
any Minor head (Tax, Interest, Penalty, etc.) and Major Head (CGST, IGST, SGST/UTGST) of the Electronic Cash Ledger can be 
transferred to any other major or minor head. Consequently, cross-utilization among Major and Minor heads is also 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 in same 
major/minor head 

40,000 1,000 80,000 400 

Balance transferred from other major/minor head 35,000 
(note 1) 

147 
(Note 2) 

Nil 747 
(note3) 

Amount payable in cash Nil Nil Nil Nil 

Note 1 – ` 35,000 shortfall amount has been transferred from cash ledger balance available in Major Head IGST. 
Note 2 – ` 147 shortfall amount has been transferred from cash ledger balance in minor head penalty of major head CGST. 
Note 3 – ` 747 shortfall amount has been transferred from cash ledger balance in minor head tax of major head SGST. 
Since there is no restriction in intra-head or inter-head transfer of available balance in cash ledger as per the relevant provisions, it is 
upon the taxpayer to decide from which account the shortfall has to be made good. 
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Particulars 

Output tax payable 

Tax payable under reverse charge 

Input tax available for utilisation 

Tax paid through Electronic Cash Ledger 

 

IGST (` ) 

4,50,000 

18,000 

2,50,000 

2,18,000 

 

CGST (` ) 

2,85,000 

32,000 

55,000 

2,62,000 

 

SGST (` ) 

2,85,000 

32,000 

55,000 

2,62,000 

 

Question 27(ii):- Ms PPC & Co. have availed input tax credit of ` 42,500/- during September under IGST head, instead of availing ` 
21,250 under CGST & SGST heads. Mr.  X, accountant of the above entity would like to use Form GST PMT-09 for making a transfer 
from IGST head to respective CGST & SGST heads. 
Examine the scenario and offer your comments. (ICAI Study Mat.) 
Answer:-  
As per provisions of section 49(10) read with rule 87(13) of CGST Rules, 2017, ―A registered person may, on the common portal, 
transfer any amount of tax, interest, penalty, fee or any other amount available in the electronic cash ledger under the Act to the 
electronic cash ledger for integrated tax, central tax, State tax or Union territory tax or cess in FORM GST PMT-09‖. 
It is important to note that only amounts available under Electronic Cash Ledger can be transferred to the respective heads using Form 
GST PMT-09 and not otherwise. 
Accordingly, contention of the Accountant Mr. X of M/s PPC & Co., is not valid for transfer of ` 42,500 from head IGST to respective 
CGST & SGST in Electronic Credit Ledger. 
 

Interest on delayed payment of tax 
 
Question 27(iii):- M/s ABC Ltd. have belatedly filed GST return (under section 39) for the month  of January after 60 days from the due 
date for filing such return. Total tax paid in such return is as below: 

Examine the interest payable as per the provisions of GST law. 
What would be your answer, if entire tax for the month of January has to be paid through Electronic Credit Ledger except taxes to be 
paid on reverse charge basis? (ICAI Study Mat.) 
Answer:-  
Proviso to section 50 lays down that the interest on tax payable in respect of supplies made during a tax period and declared in the return 
for the said period furnished after the due date in accordance with the provisions of section 39, except where such return is furnished 
after commencement of any proceedings under section 73 or section 74 in respect of the said period, shall be levied on that portion of the 
tax that is paid by debiting the electronic cash ledger. 
In the given scenario, M/s ABC Ltd. have filed their return belatedly and as  per the above provisions, interest is payable on the tax 
component paid through Electronic Cash Ledger only. A point relevant to note here is that tax payable on reverse charge basis also 
carries interest for the period of delay   in remittance of tax and input tax credit cannot be used to pay the same (i.e. tax payable under 
reverse charge has to be paid in cash). 
Accordingly, interest under section 50 payable for the tax paid through Electronic Cash Ledger is computed as below: 
IGST: 218,000 *18%*60/365 = 6,450 CGST: 262,000*18%*60/365 = 7,752 SGST: 262,000*18%*60/365 = 7,752 
Further, if entire tax payable for January is paid through Electronic Credit ledger, except for the taxes to be paid under reverse charge 
basis, then interest under section 50 is applicable only on the remittance of tax under reverse charge basis and not for tax payable on 
forward charge basis. Interest payable is given as below: 

IGST: 18,000 * 18% * 60/365 = 532 
CGST: 32,000 * 18% * 60/365 =  946 
SGST: 32,000 * 18% * 60/365 =  946 

 
Question 27(iv):- Examine the taxes to be paid for the month of July on the basis of below information furnished by M/s Zinc & Co.: 

Particulars IGST (`) CGST (`) SGST (`) 

Output tax payable 14,75,000 28,34,000 28,34,000 

Tax payable under reverse charge 36,000 1,44,000 1,44,000 

Balance in Electric Credit Ledger 26,52,000 18,32,000 18,32,000 

 
Output tax reported under IGST column pertains to the month of February, which was not paid for the said period. Also, note that input tax 
credit available in Electronic Credit Ledger pertains to input tax on purchases made during the month of July and no opening balance 
exists from previous tax period. (ICAI Study Mat.) 
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Answer:-   
Payment of taxes is governed as per the provisions laid in section 49 read with section 49A and 49B of CGST Act, 2017 along with rule 
88A of CGST Rules, 2017 
Also, section 49(8) of CGST Act, stipulates that every taxable person shall discharge his tax and other dues under this Act or the rules 
made thereunder in the following order, namely: 

(a) self-assessed tax, and other dues related to returns of previous tax periods; 

(b) self-assessed tax, and other dues related to the return of the current tax period; 

(c) any other amount payable under this Act or the rules made thereunder including the demand determined under 
section 73 or section 74;‖ 

As per the above provisions, self-assessed tax of previous tax period i.e. February shall be paid first and later self-assessed 
tax of current tax period i.e. July shall be paid. 
Payment of taxes under forward charge 

Particulars IGST CGST SGST 

Balance in electronic credit ledger for utilization 26,52,000 18,32,000 18,32,000 

Output tax payable for July 14,75,000 28,34,000 28,34,000 

Less: Utilization of input tax credit:    

a. IGST [Refer Note1] 14,75,000 5,88,500 5,88,500 

b. CGST 0 18,32,000 0 

c. SGST 0 0 18,32,000 

Amount payable through electronic cash ledger Nil 4,13,500 4,13,500 

Total amount payable through electronic cash ledger 

Particulars IGST CGST SGST 

Amount payable through Electronic cash ledger under forward 
charge 

Nil 4,13,500 4,13,500 

Amount payable through electronic cash ledger under reverse 
charge [Refer Note-2] 

36,000 1,44,000 1,44,000 

Total amount payable through electronic cash ledger 36,000 5,57,500 557,500 

Notes:- 

1 After utilization of IGST credit towards output IGST liability, balance has been utilized equally amongst CGST & 
SGST 

2 Input tax credit cannot be utilized for discharging tax liability under reverse charge basis, thus payable vide 
electronic cash ledger. 

Since, M/s Zinc & Co., have defaulted in payment of taxes for the month of February and the same has been paid during July, interest 
is payable as per the provisions of section 50 of the CGST Act, 2017 
 
Question 27(v):- M/s Neptune & Co. is registered under GST in the state of Maharashtra. They have made zero-rated supply of goods 
worth ` 84,50,000/- on payment of IGST for ` 10,14,000/- during the month of May. The refund application under section 54 for the 
above supply has been rejected by the proper officer. 
Mr. A, taxation manager of the firm, has sought for recrediting the Electronic Credit Ledger as per the provisions of rule 86 for the above 
rejection. Examine the scenario and offer your comments (ICAI Study Mat.) 
Answer:-  
Rule 86 of CGST Rules provides that where a registered person has claimed refund of any unutilized amount (i.e. ITC) from the 
electronic credit ledger in accordance with the provisions of section 54, the amount to the extent of the claim shall be debited in the said 
ledger. 

If the refund so filed is rejected, either fully or partly, the amount so debited to the extent of rejection, shall be re-credited to the 
electronic credit ledger by the proper officer. 
In the present case, M/s Neptune & Co., have made zero-rated supply with payment of IGST for ` 10,14,000/- and the refund for the same 
has been rejected by the proper officer. Therefore, contention of Mr. A is not sustainable as debit entry in the Electronic Credit Ledger has 
not been made as per sub-rule (3) of Rule 86 towards ―refund of any unutilized amount‖. 
Supply made during May by M/s Neptune & Co. is on payment of IGST and therefore provisions laid out in sub-rule (4) of Rule 86 shall not 
be applicable. 
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Interest on delayed payment of tax 
 
  
 
Q41. M/s Nose Ltd. reduced the amount of ` 2,25,000 from the output tax liability in contravention of the provisions of section 42(10) of the 
CGST Act, 2017 in the month of January 20XX (vide invoice date 12.01.20XX), which is ineligible credit at invoice level. As a result a show 
cause notice issued Central Tax Department under section 74 of the CGST Act, 2017 along with interest. M/s Nose Ltd paid the tax and 
interest on 5th March 20XX. Find the interest liability if any? 
Note: ignore the penalty.    [Additional Que] 
Answer: 
As per section 42(10) read with section 50(3) of the CGST Act, 2017 amount reduced from the output tax liability in contravention of the 
provisions of section 42(7) shall be added to the output tax liability of the recipient in his return for the month in which such contravention 
takes place and such recipient shall be liable to pay interest on the amount so added at the rate specified in section 50(3) of the CGST Act, 
2017. 
 
Therefore, applicable rate of interest is @24% per annum. January month return due date is 20th of February 20XX. Interest = ` 1,923/- 
(` 2,25,000 x 24% x 13/365) 
 
Note: from 21st February 20XX to 5th March 20XX = 13 days 

 
 
Tax deduction at source 
 

Question 9:- XYZ Ltd. has deducted TDS from the consideration payable to A Ltd. for supplies made by it. The deductee, i.e. A Ltd., 

seeks your advice on taking credit for the TDS deducted by XYZ Ltd. Also, whether the tax deducted by XYZ Ltd. will be shown in the 

electronic credit ledger or electronic cash ledger of A Ltd.? (ICAI Study Mat.) 

Answer:-  

In terms of section 51(5) read with rule 66(2), the deductee shall claim credit, in his electronic cash ledger, of the tax deducted and reflected in 

GSTR-7 of the deductor, after validation. Similarly, rule 87(9), inter alia, provides that any amount deducted under section 51 shall be credited to 

the electronic cash ledger of the deductee. 

Therefore, in the present case, A Ltd., can take credit of TDS amount deducted by XYZ Ltd. in its electronic cash ledger and use the 
same for payment of tax, interest, penalty, late fee or any other amount. 
 

Q53. When tax deduction is not required to be made under GST:  

Answer  
Tax deduction is not required in following situations:  

Supply from One PSU to 
another PSU ; 

When goods and/or services are supplied from a public sector undertaking (PSU) to another PSU, whether 
or not a distinct person [Notification No. 61/2018 CT dated 05.11.2018]  

Supply between persons under 
Sec 51(1)(a), (b), (c), (d) ; 

When supply of goods and/or services takes place between one person to another person specified in 
clauses (a), (b), (c) and (d) of section 51(1) of the CGST Act. [Notification No. 73/2018 CT dated 31.12.2018]  

Specific Authorities Under 
Ministry of Defence:  

Specific Authorities under Ministry of Defence except specified in Annexure A are exempt from TDS 
compliance under GST Notification No. 57/2018 

Contact Value ≤ Rs. 2.5 Lakh:  Total value of taxable supply ≤ Rs. 2.5 Lakh exclusive of tax & cess under a contract. 

Contact Value of Taxable 
Supply ≤ Rs. 2.5 Lakh:  

Contract value > Rs. 2.5 Lakh for both taxable supply and exempted supply, but the value of taxable 
supply under the said contract ≤ Rs. 2.5 Lakh. 

Receipt of Exempted/ Non GST 
Goods or Services : 

TDS is not required to be deducted for Goods or Services exempted under notification No. 02/2017 or 
12/2017 and Goods on which GST is not leviable . For example petrol, diesel, petroleum crude, natural gas, 
aviation turbine fuel (ATF) and alcohol for human consumption.  

Location of Deductor is 
different from Place of Supply & 
the Supplier :   

Where the location of the supplier and place of supply is in a State(s)/UT(s) which is different from the 
State / UT where the deductor is registered. 

Activities specified in Schedule 
III:  

All activities or transactions specified in Schedule III of the CGST/SGST Acts 2017, irrespective of the 
value. 

Reverse Charge:   Where the tax is to be paid on reverse charge by the recipient i.e. the deductee. 

Payment to Unregistered 
Supplier:   

Where the payment is made to an unregistered supplier. 

Cess Payments :  TDS provisions are not applicable to payments related to Cess (GST Compensation Cess) components. 
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Q54. 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 

 (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?   (Question for Practice)/ RTP May 19) (Mock Test April 19) 
 
Answer: 
As per section 51 of the CGST Act, 2017 read with section 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 
(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 (`) 
 

CGST SGST 
IGST 

(i)  
Supply of stationery to Fisheries Department, Kolkata 
(Note-1) 

2,60,000  15,000  
  

-- 
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(ii)  
Supply of car rental services to Municipal Corporation of 
Delhi (Note-2) 

2,95,000  20,000  
  

-- 

 (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) 

12,39,000 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) 
 
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. Property, 
including services provided by interior decorators, shall bathe 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. 
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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 supplyof 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. 
 

(CA Final Nov 20):  Question 4(b) 
(i)  A Central Government Department located at Uttar Pradesh is registered with the Commercial Tax Department UP State for deducting 
GST.  It enters into a contract with a Public Sector Undertaking (PSU), registered under GST in the State of Delhi, for supplying goods valued 
₹ 3,50,000.  The PSU argues that no tax is deductible on this supply by the Central Government Department as it is located outside the State 
of Uttar Pradesh and therefore not liable to tax under CGST and SGST as it is a local levy and IGST tax deduction is not applicable if it is 
located in another State, other than the State in which the Department is registered. You are required to comment on this.  

(ii) Would there be any difference, if instead of the PSU if it was an entity in the private sector?  Applicable tax rate for deduction is 1% 
CGST, 1% SGST and 2% IGST.  

(iii) If the private sector entity undertakes works contract, for the above Department in New Delhi. What would be the position of tax 
deduction when the contract value is  ₹ 5,00,000?  

(iv) The disbursing officer has not paid the tax deducted in the month of February 2019, amounting to ₹ 2,00,000 under CGST and 2,00,000 
under SGST to the Government's account on the relevant due date, but has paid it on 14th May, 2019.  Further, return for that month is 
also filed on that date and the certificate is also issued simultaneously.  What are the consequences, on such failures, to the disbursing 
officer under the GST law?  (4 Marks)  

 
Answer   

(i) Certain specified persons are required to deduct tax from the payment made to the supplier of taxable goods and/or services, where the 
total value of such supply [excluding GST] under a contract, exceeds ₹ 2,50,000.    

However, the tax is not liable to be deducted at source when supply of goods and/or services has taken place between one specified 
person to another specified person.  Since both Central Government Department and PSU are the specified persons, tax is not 
deductible in case of supply of goods between them.  

(ii) Central Government Department is mandatorily required to deduct IGST @ 2% since a private entity is not the specified person.   

(iii) Since, in the given case, the location of supplier and place of supply is in the same State, i.e., Delhi and location of recipient is in UP, 
Central Government Department is not required to deduct TDS although the total value of supply under the contract is more than ₹ 
2,50,00013.  

(iv) Failure to deposit TDS with the Government and failure to furnish TDS return within the stipulated time period will result in following 
consequences:  

(A) Interest @ 18% p.a. on the amount of tax deducted shall be payable.  

(B) Late fee of ₹ 100 per day for the period of delay in furnishing return, or ₹ 5,000, whichever is lower, shall be payable. Equal 
amount of late fee will be payable under the respective State law.   

(C) Applicable penalty will also be levied.  

 
 
 
 
 
 
 

                                                           
 



CA Manoj Batra     232 
 

TDS/TCS: MCQ 
 
Q56. Analyse the transactions mentioned below-  
(a) Mr. Abhinay, provides architect services to Institute for Rural Development, a Government Agency for Rs. 2,80,000/- (inclusive of 
Rs. 30,000/- GST) under a contract in October, 2018. Mr. Abhinay, is registered under GST. Being a registered supplier, Institute for Rural 
Development deducted TDS of supplier.  
(b) M/s. Manmohak Apparels, is registered under GST in Madhya Pradesh. It sells leather handbags across India through e-
commerce operator Pingpong. Pingpong, is also registered with Madhya Pradesh GST Authority as TCS collector and collected TCS @ 1% 
(0.5% CGST + 0.5% SGST) on supplies made through it. M/s. Manmohak Apparels made sales of Rs. 3,45,000/- and received sales returns 
of Rs. 67,700/- in the month of October, 2018. Sales are inclusive of tax. Leather handbags are taxable @ 18% GST. Pingpong, collected 
TCS of Rs. 2,350/- from M/s Manmohak Apparels. Which of the transactions are in compliance with section 51 and section 52 of CGST 
Act?  
(a) Only (i) (b) Only (ii) (c) Both (i) and (ii) (d) Neither (i) nor (ii) 
Ans: (b) Only (ii) 

 

Q57. In which of the following supplies of goods and services made exclusively to Government departments, agencies etc. and persons 
notified under section 51 of the CGST Act, 2017, TDS is required to be deducted?  
 

i. Health Department executed a contract with a local supplier to supply ―medical grade oxygen‖ 
of Rs.2.6 lakh (including GST) and is making full payment.  

ii. Government school is making a payment of Rs.3.5 Lakh to a supplier for supply of cooked food as mid-day meal under a scheme 
sponsored by Central/State Government  

iii. Municipal Corporation of Kolkata purchases a heavy generator from a supplier in Delhi. Now, it is making payment of Rs.5 lakh 
and IGST @18% on Rs.5 lakh for such purchase. 

iv.  Finance Department is making a payment of Rs.3 lakh (including GST) to a supplier of ‗printing & stationery‘.  
Assume all other conditions for deduction of TDS are fulfilled.  
 
(a) (i), (ii) and (iii) (b) (ii), (iii) and (iv) (c) Only (i) and (ii) (d) Only (iii) and (iv)  

Ans:  (d) Only (iii) and (iv) 

 

Tax Collection at source 
 
Q61. Is every e-commerce operator required to collect tax on behalf of actual supplier? (ICAI Study Mat.) 

Answer:-  

Yes, every e-commerce operator is required to collect tax where consideration with respect to the supply is being collected by the e-

commerce operator. 

 
 
Q62. When Tax collection is not required in Goods & Services Tax? 
Answer  
Tax collection is not required in following situations:  

Supplier sells his own products 
through a web site 

Supplier sells his own products through a web site hosted by him. he is not required to collect TCS on 
such supplies  

if the consideration not collected 
by ECO 

TCS is not required, if the consideration for supplies is not collected by ECO 

exempt supplies TCS is not required to be collected on exempt supplies. 

supplies of services notified 
under section 9 (5) 

TCS is not required to be collected on supplies of services notified under section 9 (5) of the Act. 
(i) Hotel accommodation/clubs (unregistered suppliers) 
(ii) Transportation of passengers – radio taxi, motor cab or motorcycle 
(iii) Housekeeping services like plumbing, carpentry etc. (unregistered suppliers) 

reverse charge TCS is not required to be collected on supplies on which the recipient is required to pay tax on reverse 
charge basis. 

Import of goods/Services: import of goods falls within the domain of Customs Act, 1962, it would be outside the purview of TCS. 
Recipient is liable to Pay GST under reverse charge on Import of service. TCS is not liable to be collected on 
any supplies on which the recipient is required to pay tax on reverse charge basis. Thus, TCS is not liable to 
be collected on import of goods or services. 

Payment to Unregistered TCS is not required to be collected by e- commerce operators on supply of services by unregistered 
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Supplier:  suppliers upto threshold limit(10/20 lakh) through their portal 

Composition Dealer Composition Dealer is not allowed to make supply through ECO, therefore, question of TCS shall not 
arise. 

 
(CA Final Jan 21): Question 6(b) 
From the following information of independent cases, your expert advice, with appropriate reasoning, is sought on the applicability of TDS/TCS 
provisions of the CGST Act, 2017. You shall also quantify the amount of TDS/TCS, as the case be, if the same is applicable.  

(i) Top Fashions, a designer cloth dealer and registered in the State of West Bengal, effected supply through 'QUICK DEAL', an electronic 
commerce operator. Net value of taxable intra-State supplies effected for the month of October 2019 was ` 1,50,000.  

(ii) M/s Super Builders, a registered supplier in Tamil Nadu, was awarded a works contract by Government of Tamil Nadu amounting to ` 
4,30,000. Of this, value of exempt supply was ` 1,00,000.  

(iii) Tasty Caterers, a· registered supplier of Kerala, provided catering services in Kochi, Kerala to Government of Andhra Pradesh for its 
annual training camp held for its staff.   

 Value of said services was ` 4,50,000.  (4 Marks)  

 
Answer   
(i) An electronic commerce operator (ECO) is required to collect TCS - an amount @ 1% (CGST 0.5% and SGST @ 0.5%) of the net value of 
taxable supplies made through it by other suppliers.    

= ` 1,50,000 × 0.5%  

= ` 750 (CGST)  

& ` 750 (SGST)  

(ii) A State Government is required to deduct tax from the payment made to the supplier of taxable goods and/or services, where the total 
value of such supply [excluding GST] under a contract, exceeds ` 2,50,000.  TDS to be deducted in the given  intra-State supply (since 
place of supply and location of supplier is in Tamil Nadu) is as follows:  
= ` (4,30,000 - 1,00,000) × 1%  

= ` 3,300 (CGST)  

` 3,300 (SGST)  

(iii) Since, in the given case, the location of supplier and place of supply are in the same State, i.e., Kerala and location of recipient is in 
Andhra Pradesh,   
Andhra Pradesh Government is not required to deduct TDS although the total value of supply under the contract is more than ` 
2,50,000.  

Note: In above question, it has been assumed that the value given is exclusive of GST, wherever applicable, since the rate of tax is not given 
in the question.   

 
Q65. State whether the provisions pertaining to tax collected at source under section 52 of CGST Act, will be applicable in below mentioned 

scenarios -     

(a) Fitan sells watch on its own through its own website  

(b) ABC limited who is dealer of Fitan brand sells watches through Slipkart, an electronic commerce operator (ICAI Study Mat.) 

Answer:-  

Answers for both the scenarios is as follows:   

 As per Section 52, every electronic commerce operator not being an agent, shall collect an amount calculated at such rate not exceeding 

one per cent., as may be notified by the Government on the recommendations of   

(a) the Council, of the net value of taxable supplies made through it by other suppliers where the consideration with respect to such supplies is 

to be collected by the operator.   

 Hence, if the person sells on his own, provisions pertaining to tax collected at source (TCS) won‘t be applicable.  

(b) If ABC limited who is dealer of Fitan brand sells watches through Slipkart, then the provision of TCS will be applicable to Slipkart.  

. 
Question 65(ii) :- A is an e-commerce operator supplying goods through its electronic portal in capacity of an agent.  The goods belong to B 

and the consideration for such supplies is received by A and remitted to B as per the contractual arrangement. A requires your help in 

arriving at the rate at which tax shall be collected from the amount which is received by it against the supplies? (ICAI Study Mat.) 

Answer:-  

As per Section 52(1) of the CGST Act, 2017, the TCS provisions are not applicable in cases where the ECO is an agent of the supplier. In 

the present case, A being an ECO is supplying goods through the electronic portal in capacity of an agent and hence the liability to collect 

tax as per Section 52 shall not arise in this case.  
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Question 65(iii):- X booked a Hotel in Udaipur, Rajasthan through an e-commerce portal for an amount of ` 25,000. As per the terms and 

conditions, the amount was payable at the hotel at the time of check in.  Whether TCS provisions shall apply in the present case? (ICAI 

Study Mat.) 

Answer:-  

No, as per the provisions under Section 52 of the CGST Act, 2017 the TCS provisions shall trigger only when the ECO is receiving the 

consideration for supply from the recipient of supply. In the present case the supplier i.e. the hotel is directly receiving the consideration from 

the recipient of the services i.e. X. Hence, the present transactions shall not trigger the TCS provisions under Section 52.  

 

 
Question on Amendment 
 
Q82. Refer Que 32 also 
 
Q83. Miss Nitya has following balances in her Electronic Cash Ledger as on 28/02/20XX as per GST portal.  
Major Heads  Minor Heads  Amount (`) 

CGST  

Tax  40,000 

Interest  1,000 

Penalty  800 

SGST  

Tax  80,000 

Interest  400 

Penalty  1,200 

Fee  2,000 

IGST  

Tax  45,000 

Interest  200 

Penalty  Nil 

She has wrongly deposited in  Electronic cash ledger under IGST & Wrongly excess deposited in Electronic cash ledger under 
SGST. Whether IGST of ―Minor Head‖ Tax of Rs 45000 Can be transferred to CGST ―Minor Head‖ Tax 20,000 and ―Minor Head‖ 
Penalty Rs 12,500. Further, Whether IGST of ―Minor Head‖ Tax of Rs 12,500 can be transferred to SGST ―Minor Head‖ Penalty of Rs 
12500. 
Answer 
Amount entered under any Minor head (Tax, Interest, Penalty, etc.) and Major Head (CGST, IGST, SGST/UTGST) of the Electronic Cash 
Ledger can be transferred to other minor head or Major head by Filing GST PMT 09 (Rule 87). Cross-Transfer among Major and Minor heads 
is possible. 
Hence IGST of ―Minor Head‖ Tax of Rs 45000 Can be transferred to CGST ―Minor Head‖ Tax 20,000 and ―Minor Head‖ Penalty Rs 12,500.  
Further IGST of ―Minor Head‖ Tax of Rs 12,500 can be transferred to SGST ―Minor Head‖ Penalty of Rs 12500. 
 

Q84. Write a short note on Section 53A of CGST Act ”Transfer of certain amounts“ 
Answer  
As per Section 53A of CGST Act, Where any amount has been transferred from the electronic cash ledger under this Act to the 

electronic cash ledger under the State Goods and Services Tax (SGST) Act or the Union territory Goods and Services Tax (UTGST) Act, the 
Government shall, transfer to the State tax (SGST) account or the Union territory tax (UTGST) account, an amount equal to the amount 
transferred from the electronic cash ledger, in such manner and within such time as may be prescribed. 
 

Q85. Write a short note on Section 17A of IGST Act ”Transfer of certain amounts“ 

 
Answer  

As per Section 17A of IGST Act,  Where any amount has been transferred from the electronic cash ledger under this Act to the 

electronic cash ledger under the State Goods and Services Tax (SGST) Act or the Union Territory Goods and Services Tax (UTGST) 
Act, the Government shall transfer to the State tax (SGST) account or the Union territory tax (UTGST) account, an amount equal to 
the amount transferred from the electronic cash ledger, in such manner and within such time, as may be prescribed 
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Q86. Explain provisions of Rule 86A regarding Conditions of use of amount available in electronic credit ledger or 
Whether commissioner or authorized officer can directs to Block disputed Input Tax Credit against Fake Invoices, Invoices 
without Receipt of Goods or Services 
Answer  
Conditions of use of amount available in electronic credit ledger contained in Rule 86A as follows – 

86A(1) The Commissioner or an officer authorised by him in this behalf, not below the rank of an Assistant Commissioner, 
having reasons to believe that credit of input tax available in the electronic credit ledger has been fraudulently 
availed or is ineligible inasmuch as - 

(a)
  

the credit of input tax has been availed on the strength of tax invoices or debit notes or any other document 
prescribed under rule 36 - 

(i) issued by Supplier found non-existent or not conducting business from its registered place. 

(ii) without receipt of goods or services or both; or 

(b)
  

Taxes not paid into the Government Treasury, i:e the supplier has not paid GST against prescribed documents 
on which recipient availed credit, or 

(c)
  

the recipient availing the credit found non-existent or not conducting any business from its registered place; or 

(d)
  

the recipient is not in possession of a tax invoice or debit note or any other document prescribed under rule 
36, 

may, for reasons to be recorded in writing, not allow debit of an amount equivalent to such credit in electronic 
credit ledger for discharge of any liability under section 49 or for claim of any refund of any unutilised amount. 

86A(2) The Commissioner, or the officer authorised by him may, upon being satisfied that conditions for disallowing debit 
of electronic credit ledger as above, no longer exist, allow such debit. 

86A(3) Period of restriction: Such restriction shall cease to have effect after the expiry of a period of 1 year from the 
date of imposing such restriction.‖. 

 

Q87. Explain Rule 86B on Restrictions on use of amount available in electronic credit ledger. 

Answer  

 1. Rule 86B applies, if taxable supplies in a month exceed Rs 50 lakh. However taxable supplies do not include exempt supplies and 
zero rated supplies. [Taxable supplies = total taxable supplies – (exempt supplies + zero rate supplies)]. 
2. If the turnover of taxable supplies in a particular month exceeds Rs 50 lakh as mentioned above, then 99% output tax can be paid 
using the input tax credit available in electronic credit ledger. 
3. The exceptions to the above rule are as follows: 
(a) the said person or the proprietor or karta or the managing director or any of its two partners, whole-time Directors, 

Members of Managing Committee of Associations or Board of Trustees, as the case may be,  
 have paid more than Rs 1 lakh as income tax under the Income-tax Act, 1961  
 in each of the last 2 financial years  

for which the time limit to file return of income under section 139(1) of the said Act has expired; or 

(b) the registered person has received a refund amount of more than 1 lakh rupees in the preceding financial year on 
account of unutilised input tax credit under clause (i) of first proviso of sub-section (3) of section 54; [i.e Export 
under LUT] or 

(c) the registered person has received a refund amount of more than 1 lakh rupees in the preceding financial year on 
account of unutilised input tax credit under clause (ii) of first proviso of sub-section (3) of section 54; [i.e inverted 
tax structure] or 

(d) the registered person cumulatively including current month has discharged his output tax liability through the 

electronic cash ledger which is more than 1% of the total output tax liability; or 

(e) the registered person is - 

(i) Government Department; or 

(ii) a Public Sector Undertaking (PSU); or 

(iii) a local authority; or 

(iv) a statutory body : 

 
Provided further that the Commissioner or an officer authorised by him in this behalf may remove the said restriction after such 
verifications and such safeguards as he may deem fit.‖ 
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(CA Final Nov 20):  Question 5(a) 
M/s Fly-by-Night, tour operators, availed input tax credit in respect of certain transactions where no such supplier was existent or from a person not 
doing any business from the registered place of business.  

Jurisdictional Deputy Commissioner of GST wants to restrict the utilization of the credit by M/s Fly-by-Night.  You have been approached by 
M/s Fly-by-Night to give your advice on the following questions raised by it:  

(i) Is it possible for the Department to restrict the utilization of credit which is already availed?  

(ii) If yes, under what circumstances this can be done by the Department?  (5 Marks)  

 
Answer   
(i) Yes, it is possible for the Department to restrict the utilization of credit which is already availed if there are reasons to believe that such ITC has 
been fraudulently availed or is ineligible.    

(ii) The restrictions can be imposed under the following circumstances: -  
(a) ITC has been availed on the basis of tax invoices/valid documents -   

• issued by a non-existent supplier or by a person not conducting any business from the registered place of business; or   

• without receipt of goods or services or both; or  

• the tax in relation to which has not been paid to the Government  

(b) Registered person availing ITC has been found non-existent or not to be conducting any business from the registered place of business; 
or  

(c) Registered person availing ITC is not in possession of tax invoice/valid.  
 

 
 

Q88. M/s ABC has a turnover of Rs. 5 Crores in a previous financial year. For April 2021, following are the scenarios: 

 Case 1 Case 2 

Export turnover  3 Crores 40 lac 

Exempted turnover  2 Crores. 50 lac 

Taxable turnover  40Lac 70 lac 

Check Whether For December 2021, Rule 86B applies i.e Restriction of 1% payment through cash ledger apply? 
Answer 
Rule 86B applies, if taxable supplies in a month exceed Rs 50 lakh. However taxable supplies do not include exempt supplies and zero 
rated supplies. [Taxable supplies = total taxable supplies – (exempt supplies + zero rate supplies)]. 
As per Sec 2(47), Exempt supply = wholly exempt Supply + NIL rated supply + Supplies which are non-leviable to tax 
Hence,  
In case 1, Taxable turnover is below 50 lac for April 2021 month, Hence, Rule 86B Will not apply. 
In case 2, Taxable turnover is more than 50 lac for April 2021 month, Hence, Rule 86B Will apply. 
 
Q89.  Determine the amount to be paid through electronic cash ledger for M/s A Ltd. Assuming, it is not covered by exception to 

Rule 86B. 
 

Export turnover of goods/services under Bond/Letter of undertaking during April, 2021 Rs 25,00,000 

Export turnover of goods with payment of IGST Rs 20,00,000 

Supply of goods or services or both to SEZ unit or developer Rs 10,00,000 

Exempt Turnover during April, 2021 Rs 30,00,000 

Supplies which are non-leviable to GST e.g alcoholic liquor Rs 15,00,000 

Taxable turnover during April, 2021   Rs. 1,00,00,000 

Applicable tax rate   18% 

Input tax credit after considering rule 36(4) & reversal in rule 42/43  Rs. 20,00,000 

 Answer 
As per Rule 86B,  
1. Rule 86B applies, if taxable supplies in a month exceed Rs 50 lakh. However taxable supplies do not include exempt supplies and 

zero rated supplies. [Taxable supplies = total taxable supplies – (exempt supplies + zero rate supplies)]. 
As per Sec 2(47), Exempt supply = wholly exempt Supply + NIL rated supply + Supplies which are non-leviable to tax 

2. utilization of e-credit ledger is restricted to maximum of 99% of output tax liability 
 

Amount of tax on taxable Turnover  Rs. 1,00,00,000 * 18%   Rs. 18,00,000 

utilization from e-credit ledger will be restricted to  [18L * 99%] Rs. 17,82,000 

liability to be discharged using e-cash ledger [18L * 1%] Rs. 18,000 
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The balance in e-credit ledger after utilization would be 2,18,000 [20L – 17.82L] 
 
 
 
Q90. Check Whether For December 2021, Rule 86B applies i.e Restriction of 1% payment through cash ledger apply? 

 
 
 Income tax payment in excess of Rs. 1,00,000 in last 2 FY for which time 

limit to file return under section 139(1) expired 
Restriction of 1% payment through 
cash ledger apply? 

1 by firm in last 2 financial years Will not apply 

2 by partners A & B in last 2 financial years 
[Assume 5 partner named as A, B, C, D, E] 

Will not apply 
 

3 by Company in last 2 financial years Will not apply 

4 by managing Director in last 2 financial years Will not apply 
 

5 by all the whole time Directors in last 2 financial years Will not apply 

 
 
 
Q91. Check Whether For December 2021, Rule 86B applies i.e Restriction of 1% payment through cash ledger apply? 

 
   Restriction of 1% payment through 

cash ledger apply? 

 Export With payment of IGST, refund claimed Rs 2 lakh Apply 

 Zero-rated supply :- 1) Exports & 
2) Supplies to SEZ 
Without payment  of IGST  
[under bond/LuT] 

 Refund of ≤ Rs. 1,00,000 
received  in previous F.Y 

apply 
 

  Refund of > Rs. 1,00,000 
received in previous F.Y 

Will not apply 
 

 
 
 
Q92. Check Whether For December 2021, Rule 86B applies i.e Restriction of 1% payment through cash ledger apply? 

Output tax liability from April to December 2021 =  10,00,000 

Payment through cash  ledger  Rs. 9,000 

RCM liability discharged through cash ledger  Rs. 40,000 

Thus total liability paid through cash ledger Rs. 9,000 + Rs. 40,000   Rs. 49,000 

check whether 1% has been paid in cash,  Rs. 9,000/10,00,000 = .9% 

 
Since 0.9% discharged using cash for discharging output tax liability which is not more than 1% of total output tax liability therefore the 
restriction applies in December 2021 month. 
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CHAPTER 13 –  
EXEMPTION 

 

CHAPTER 13 –  
EXEMPTION 

 
 

A 
Agriculture Entry/Sl. No. - 53A, 54,55,55A,56,57,58, 24, 24A,24B 

53A – में Warehouse में धआु(ंFumigation) द ेके  

54 – year में खतेी (Agriculture) बैल से की  

55- year में Jobworker स े processing कराई  

55A – ककसान की गाय बोल पड़ी, तो उसकी Artificial insemination कराई 

56-  year में उसी गाय का slaughter होते दखे, आँखों में खून उतर आया  

57 – में जो खेती करी थी, उसकी फसल जसैे -  Vegetable, Fruits की Retail packing, labeling, waxing, 

Ripening, cooling कराई packehouse स े 

58 – year में NCCD स ेcold-storage की  training ली  

24 – year के अपने बेटे स ेRice load कराया  

24A – Minor Forest Produce को warehouse में रखा  

24B – Pulses, Fruits, Nuts etc. को warehouse में रखा 

 

 

Entry 54: Agricultural Activities 

Q3. Ramfal Lalaji, an agriculturist, has stored sugarcane in a warehouse. He has taken fumigation services in the said warehouse from Gupta Pest 
Control Co. for which he paid the consideration of Rs. 6,000. [CA Inter RTP Nov 18] 
Answer  
Services by way of fumigation in a warehouse of agricultural produce are exempt from GST vide Notification No. 12/2017 CT (R) dated 28.06.2017 
as amended.  
In the present case, since Gupta Pest Control Co. provides services by way of fumigation in the warehouse of sugarcane [being an agricultural 
produce], said services are exempt and GST is not payable on the same. 
 

Q4. Which of the following service is not exempt under GST?  

(a) Loading and unloading of paddy (b) Loading and unloading of sugarcane (c) Loading and unloading of tea bags (d) Loading and unloading of 

potato  [CA Inter May 20] 

Answer: (c) 

 

Entry 24B 

  

Q5. M/s Damodar Ltd. provides services by way of storage of seasonal fruits and vegetables in Bhatinda, Punjab. The monthly rental for a godown is 

₹ 15,000. Examine whether GST is payable by M/s Damodar Ltd. [CA Inter RTP May 20] 

Answer:  

Services by way of storage/ warehousing of cereals, pulses, fruits, nuts and vegetables, spices, copra, sugarcane, jaggery, raw vegetable fibres 

such as cotton, flax, jute etc., indigo, unmanufactured tobacco, betel leaves, tendu leaves, coffee and tea have been exempted from GST under an 

exemption notification under GST.  

Thus, no GST is payable on the services provided by M/s Damodar Ltd. by way of storage of seasonal fruits and vegetables in Bhatinda, Punjab. 



CA Manoj Batra     239 
 
 

 
 
Q7. smart Agro Handlers‟ furnishes the following details with respect to the activities undertaken by them in the month of September, 20XX: 
 

Sl. 
No.  

Particulars  Amount 
(Rs)  

(i)  Supply of farm labour  48,000  

(ii)  Warehousing of biscuits / Refined Vegetable oil 1,00,000  

(iii)  Sale of wheat on commission basis  96,000  

(iii)  Sale of rice on commission basis  60,000  

(iv)  Training of farmers on use of new pesticides and fertilizers developed through scientific research  10,000  

(v) Renting of vacant land to a stud farm 4,00,000 

(vi) Testing undertaken for soil of a farm land 1,21,500 

(vii) Leasing of vacant land to a poultry farm  83,500 

(viii) Renting of Farmhouse for marriage and birthday parties  40,000 

(ix)  Trucks are given on hire for transport of minerals  2,50,000 

(x) milling of paddy into rice 32,000 

(xi) warehousing of processed products such as tea (i.e. black tea, white tea etc.), processed coffee beans or powder, 
pulses (dehusked or split), jaggery, processed spices 

10,000 

(xiv) Service by way of fumigation in a warehouse of agriculture produce 10,000 

Calculate value of Taxable service for levying GST 
Answer  

Sl. 
No.  

Particulars  Amount 
(Rs)  

(i)  Supply of farm labour  Exempt   

(ii)  Warehousing of biscuits / Refined Vegetable oil 1,00,000  

(iii)  Sale of wheat on commission basis  Exempt   

(iii)  Sale of rice on commission basis  60,000  

(iv)  Training of farmers on use of new pesticides and fertilizers developed through scientific research  Exempt   

(v) Renting of vacant land to a stud farm 4,00,000 

(vi) Testing undertaken for soil of a farm land Exempt   

(vii) Leasing of vacant land to a poultry farm  Exempt   

(viii) Renting of Farmhouse for marriage and birthday parties  40,000 

(ix)  Trucks are given on hire for transport of minerals  2,50,000 

(x) milling of paddy into rice 32,000 

(xi) warehousing of processed products such as tea (i.e. black tea, white tea etc.), processed coffee beans or powder, 
pulses (dehusked or split), jaggery, processed spices [Exempt in entry 24B] 

Exempt 

(xiv) Service by way of fumigation in a warehouse of agriculture produce Exempt 

 
 Note –  
(1) services relating to Cultivation of Plants and rearing of all life forms of animals, except the rearing of horses, for food, fibre, fuel, raw material or 

other similar products or agricultural produce by way of— 
(a) supply of farm labour; 
(b) renting or leasing of agro machinery or vacant land with or without a structure incidental to its use;  
(c) loading, unloading, packing, storage or warehousing of agricultural produce;  
(d) agricultural extension services;  
(e) services by  a commission agent for sale or purchase of agricultural produce 

 is exempt.  
(2) Warehousing of biscuits / Refined Vegetable oil is taxable, since it is not agriculture produce. 
(3) Sale of rice on commission basis is taxable, since it is not agriculture produce. 
(4) As per ICAI, leasing of vacant land to a poultry farm is exempt but renting of vacant land to a stud farm is taxable. Stud farm is used for Horses 

and rearing of Horses and related activity like renting of land to stud farm is not exempt. 
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Entry 55: 

Q11. Rahul Agri Millers Ltd., located in Haryana, is engaged in customs milling of paddy into rice. It does not pay GST on the same as it is of the 

view that the process of milling of paddy into rice is exempt under GST since is an intermediate production process in relation to cultivation of plants. 

However, Department demands tax on said activity contending that it is not eligible for said exemption. You are required to determine the veracity of 

the Department‘s contention.  (CA Final MTP Mar 19) 

Answer: 
Yes, the contention of the Department is correct. As per Notification No. 12/2017 CT (R) dated 28.06.2017, carrying out an intermediate production 

process as job work in relation to cultivation of plants and rearing of all life forms of animals, except the rearing of horses, for food, fibre, fuel, raw 

material or other similar products or agricultural produce is exempt under GST.  

(i) Milling of paddy is not an intermediate production process in relation to cultivation of plants. It is a process carried out after the process of 

cultivation is over and paddy has been harvested.  

(ii) Further, processing of paddy into rice is not usually carried out by cultivators, but by rice millers. Milling of paddy into rice also changes its 

essential characteristics.  

(iii) Therefore, milling of paddy into rice cannot be considered as an intermediate production process in relation to cultivation of plants for food, fibre 

or other similar products or agricultural produce.  

In view of the above, it is clarified by CBIC that milling of paddy into rice is not eligible for exemption under said notification. Thus, GST is payable on 

the said activity.  

 

Entry 55A: 

Q12. Services by way of artificial insemination of livestock (other than horses).  Whether it is exempt or taxable 
Answer 
It is exempt under Entry 55A 
 

 

 

 

Entry 56: 

Q13.   Following are the services provided by ABC Ltd. 

 Rs in lakh  

Slaughtering of live Animal 200 

Slaughtering of bovine animal 500 

Cutting of dead animal 400 

Calculate Taxable Value 

Answer 

 Rs in lakh  

Slaughtering of live Animal [Note – 1] Exempt  

Slaughtering of bovine animal [Note – 1] Exempt 

Cutting of dead animal [Note – 2] 400 

Taxable value 400 

Note 1 - Services by way of slaughtering of animals is exempt 
Note 2 -Service by cutting of dead animal is taxable, since it is not slaughtering. 
 

 

Entry 57, 58: 
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Q14.   Following are the services provided  

 Rs in lakh  

Service of Pack-House of pre-conditioning, precooling, ripening, waxing, retail packing, labelling of fruits and vegetables 200 

Courses conducted by way of cold chain knowledge dissemination under the Ministry of Agriculture 500 

Calculate Taxable Value  

Answer 

 Rs in lakh  

Service of Pack-House of pre-conditioning, precooling, ripening, waxing, retail packing, labelling of fruits and vegetables [Note – 1] Exempt  

Courses conducted by way of cold chain knowledge dissemination under the Ministry of Agriculture [Note – 2] Exempt 

Note 1 - Services by way of pre-conditioning, precooling, ripening, waxing, retail packing, labelling of fruits and vegetables which do not change or 
alter the essential characteristics of the said fruits or vegetables. 
Note 2 - Services provided by the National Centre for Cold Chain Development under the Ministry of Agriculture, Cooperation and Farmer‘s Welfare 
by way of cold chain knowledge dissemination. 

Entry 24, 24A, 24B: 

Q15.   Following are the services provided by ABC Ltd. 

 Rs in 
lakh  

loading, unloading, packing, storage or warehousing of rice  200 

loading, unloading, packing, storage or warehousing of wheat  500 

loading, unloading, packing, storage or warehousing of sugar  400 

Services by way of warehousing of minor forest produce. 200 

Services by way of storage/ warehousing of cereals, pulses, fruits, nuts and vegetables, spices, copra, sugarcane, jaggery, 
raw vegetable fibres such as cotton, flax, jute etc., indigo, unmanufactured tobacco, betel  leaves, tendu leaves, coffee and 
tea. 

300 

 

Calculate Taxable value 

Answer 

 Rs in 
lakh  

loading, unloading, packing, storage or warehousing of rice [Note-1] Exempt  

loading, unloading, packing, storage or warehousing of wheat [Note-2] Exempt  

loading, unloading, packing, storage or warehousing of sugar [Note-3] 400 

Services by way of warehousing of minor forest produce. [Exempt under Entry 24A] Exempt  

Services by way of storage/ warehousing of cereals, pulses, fruits, nuts and vegetables, spices, copra, sugarcane, jaggery, 
raw vegetable fibres such as cotton, flax, jute etc., indigo, unmanufactured tobacco, betel  leaves, tendu leaves, coffee and 
tea. [Exempt under Entry 24B] 

Exempt  

Taxable value 400 

Note 1 - loading, unloading, packing, storage or warehousing of rice is exempt 
Note 2 - loading, unloading, packing, storage or warehousing of agriculture produce (wheat) is exempt under entry 54 of CGST Notification no. 
12/2017 
Note 3 – sugar is not agriculture produce. Hence loading, unloading, packing, storage or warehousing of sugar is taxable. 
 
Q16. Find the taxability for the following independent cases:  
(a)   Packing of pulses in retail packs for ` 42,000. 

(b)   Packing of tomato ketchup for ` 54,000  

(c)    Commission on sale of rice for ` 10,125. 
(d)   Storage of rice flour in the warehouse for `12,000.  
Answer : 
(a)   taxable supply of services (b)   taxable supply of services (c)    taxable supply of services (d)   taxable supply of services 
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B Bank  Entry/Sl. No. -26, 27, 27A, 34, 34A 39, 39A 

26 year के RBI न े, 27 year के Bank स ेLoan ललया ,  

27A – PMJDY – में Saving A/c Open ककया,  

Rs 34 की Credit Card स ेShopping की upto Rs 2000 ,  

34A – Government नें PSU के Loan की  Guarantee दी  

39 में Rural Area में - BC/BF न ेbank/Insurance Company को SERVICE दी  

39A – Intermediary of Financial Service (Located in IFSC-SEZ) – Service to overseas customer in 
Foreign exchange 

 

 

 Entry 27: 
Question 19(ii):- Examine whether the following independent intra-State services are exempt from GST: 
(b) Minimum balance charges collected by Dhanvarsha Bank from current account and saving account holders. (ICAI Study Mat.) 

Answer:-  

(b) 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) are exempt from GST vide exemption notification. However, service 
charges/ fees, documentation fees, broking charges, administrative charges, entry charges or such like fees or charges collected over 
and above interest on loan, advance or a deposit are not exempt and liable to GST. In view of the above, minimum balance 
charges collected by Dhanvarsha Bank from current account and saving account holders are not exempt and are liable to GST. 
 

Q20.   Discuss the taxability of following activities relating to a bank from the point of view of GST: 

(d) Bank extended housing loan of Rs 900 lac to Mr. A. 

(e) Bank received Rs 9 lac as loan processing fee from Mr. A. 

(f) Bank received Rs 95 lac as interest on loan from Mr. A. 

Answer 

(d) Housing loan of Rs 900 lakh extended by the bank to Mr. A will not be taxable, because money is excluded from the definition of goods as well 

as service. 

(e) Services by way of— Extending deposits, loans or advances in so far as the consideration is represented by way of interest is exempt from 

GST. Rs 9 lakh received as loan processing fees by the bank from Mr. A will be taxable Because it is neither interest nor discount 

(f) Rs 95 lac received by bank from Mr. A as interest on loan will be exempt from GST. Because Services by way of— Extending deposits, loans or 

advances in so far as the consideration is represented by way of interest is exempt from GST. 

 

Q21.  Manoj Batra Bank Ltd. furnishes the following information relating to services provided and the gross amount received during the 

month of December, 20XX. Compute the value of taxable service and GST payable:  

  Rs in 
(Lakhs) 

(i)  Amount of commission received for debt collection service  10,00,000 

(ii)  Discount earned on bills discounted  3,00,000 

(iii)  Dealing in sale and purchase of forward contract  9,00,000  

(iv)  Charges received on credit card and debit card facilities extended  3,00,000 

(v) Loan given of Rs 500 lakh and processing fees- 2% and interest @ 13%  

(vi) Overdraft and cash credit facility of Rs. 100 lakh and processing fees- 2%  

(vii)  Penal interest recovered from the customers for the delay in repayment of loan  2,00,000 

(viii)  Commission received for service rendered to Government for tax collection  5,00,000  

(ix)  Interest earned on reverse repo transaction  10,000 

(x) Commission for Sale or purchase of foreign currency between Manoj Batra Bank and IFIDI Bank 20,00,000 

(xi) Commission for Sale or purchase of foreign currency between authorised dealers of foreign exchange and Manoj Batra Bank 7,00,000 

(xii) Service to merchant accepting payments through debit/credit card using Point of sale machine of Bank (in 20% cases, the 
amount per transaction is Rs 1500, while in rest of the cases it is Rs 2500) 

10,00,000 

Answer 

Computation of value of taxable service and GST payable by Manoj Batra Bank Ltd. 

Sl. 
No.  

Particulars  Amount (` in 
lakh) 
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(i)  Commission received for debt collection service [Note 1]  10,00,000 

(ii)  Discount earned on bills discounted [Note 2]  Exempt 

(iii)  Dealing in sale and purchase of forward contract [Note 3]  Not Taxable 

(iv)  Charges received on credit and debit card facilities extended [Note 4]  3,00,000 

(v) Loan given of Rs 500 lakh and processing fees- 2% and interest @ 13% 10,00,000 

(vi) Overdraft and cash credit facility of Rs. 100 lakh and processing fees- 2% 2,00,000 

(vii)  Penal interest recovered from the customers for the delay in repayment of loan [Note 5]  2,00,000 

(viii)  Commission received for service rendered to Government for tax collection [Note 6]  5,00,000 

(ix)  Interest earned on reverse repo transaction [Note 7]  Not Taxable 

(x) Commission for Sale or purchase of foreign currency between Manoj Batra Bank and IFIDI Bank Exempt 

(xi) Commission for Sale or purchase of foreign currency between authorised dealers of foreign exchange and Manoj Batra 
Bank 

Exempt 

(xii) Service to merchant accepting payments through debit/credit card using Point of sale machine of Bank (in 20% cases, the 
amount per transaction is Rs 1500, hence Service Fee exempt vide entry 34 upto transaction of Rs 2000 but for 80% cases 
it is taxable, being transaction more than Rs 2000) 

8,00,000 

                                        Value of taxable service 40,00,000 

 NOTES 

1. Service of extending loans in so far as the consideration is represented by way of interest is EXEMPT. Hence commission received for debt 
collection service is taxable. 

2. Services of bills discounting, to the extent the consideration is represented by way of discount, is exempt, because such discounting is like 
extending credit facility or a loan. 

3. Sale or purchase of forward contract is a transaction in money. Hence it is outside the definition of service. Or other opinion, Forward contracts 
are securities: Not covered in definition of goods or services, hence not liable to GST) 

4.  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. 

5. As per sec 15 of CGST Act 2017, Value shall include interest or late fee or penalty for delayed payment of any consideration for any supply. 
6. Commission received for service rendered to Government for tax collection is liable to GST. 
7. Reverse repo is a security, which is neither goods nor service and hence not taxable. 
  
 

Q24. MP Bank Ltd., furnishes the following information relating to services provided and the gross amount received: 

Particulars ` in Lakhs 

Merchant Banking Services 8 

Asset Management (including portfolio management) 3 

Service charges for services to the Government of India 1.5 

Interest on overdraft and cash credits 2 

Banker to the issue 5 

Locker rent 2 

 
Repayment of financial lease made by the customer to the bank `80 lakhs which includes a principal amount of `50 lakhs. 
Compute the value of taxable supply of services under “Banking and other financial services” as per the Central Goods and Services Tax Act, 2017 
and also find the CGST and SGST where rate of GST is 9% each. 
Note: Input Tax Credit availed by the bank on the asset which is given on financial lease 
 
Answer:   
Statement showing GST liability of MP Bank Ltd 

Particulars ` in Lakhs 

Merchant banking services 8.00 

Asset Management 3.00 

Service charges for services to the Government of India 1.50 

Interest on overdraft and cash credits Nil 

Banker to the issue 5.00 

Locker rent 2.00 

Financial lease (supply of service) 80.00 

Taxable supply of services 99.50 

CGST 9% 8.955 



CA Manoj Batra     244 
 
SGST 9% 8.955 

 
Q25. Euro Bank Ltd. furnishes the following information relating to services provided and the gross amount received (excluding GST):  
  

Particulars Amount (`) 

Interest on overdraft 5,00,000  

Interest on loans with a collateral security   6,00,000  

Interest on corporate deposits   10,00,000 

Administrative charges (over and above interest) on loans, advances and deposits   6,00,000  

Sale of foreign exchange to general public   15,00,000  

Service charges relating to issuance of CD  20,00,000 

Compute the value of taxable service and the GST liability of Euro Bank Ltd. considering the rate of CGST at 9% and SGST at 9%.  
Answer: 
Computation of value of taxable service and GST liability of Euro Bank Ltd. 

Particulars Amount (`) 

Interest on overdraft Nil 

Interest on loans with a collateral security   Nil  

Interest on corporate deposits   Nil  

Administrative charges (over and above interest) on loans, advances and deposits   6,00,000  

Sale of foreign exchange to general public   15,00,000  

Service charges relating to issuance of CD  20,00,000 

Value of taxable service  41,00,000 

CGST @ 9% [`41,00,000 × 9%]  SGST @ 9% [`41,00,000 × 9%]  3,69,000 3,69,000 

 

 
 
 
Q26. M/s. Apna Bank Limited as Scheduled Commercial Bank has furnished the following details for the month of August, 2019: 

Sl. No  Particulars  Amount (`) in crores (Excluding GST) 

(i)  Extended Housing Loan to its customers  100 

(ii)  Processing fees collected from its customers on sanction of loan  20 

(iii)  Commission collected from its customers on bank guarantee  30 

(iv)  Interest income on credit card issued by the bank  40 

(v)  Interest received on housing loan extended by the bank  25 

(vi)  Minimum balance charges collected from current account and saving account holder 01 

Compute the Value of Taxable supply. Give reasons with suitable assumptions.   CA Inter MAY 2019 (NEW COURSE)  
Answer:  
Computation of value of taxable service and GST Payable by Apna Bank Limited. 

Sl. No  Particulars  Amount (`) in crores 

(i)  Extended Housing Loan to its customers [ it is transaction in money, hence not covered by definition of service] Nil 

(ii)  Processing fees collected from its customers on sanction of loan  20 

(iii)  Commission collected from its customers on bank guarantee  30 

(iv)  Interest income on credit card issued by the bank  40 

(v)  Interest received on housing loan extended by the bank  [Exempt in Entry 27] Nil 

(vi)  Minimum balance charges collected from current account and saving account holder 01 

 Value of Taxable supply  91 

Notes: 1. Interest Income on credit card issued by the bank is not covered under exemption hence GST is payable.  

  

 
 
 
 
 

Entry 34 – Services by an acquiring bank, to any  

person in relation to settlement of an amount upto Rs. 2,000/- in a single transaction transacted through credit card, debit card, charge card or other 
payment card service.  
Explanation.—For the purposes of this entry, ―acquiring bank‖ means any banking company, financial institution including non-banking financial 
company or any other person, who makes the payment to any person who accepts such card.  
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Example: 27 

S. 
No. 

Mode of payment Transaction 
Amount in 
` 

Service 
Charges 

GST 18% Remarks 

1 Debit card 1,000 5 Exempted As per Entry No. 34 of NT No. 12/2017 Dt 28.06.2017 
Central Tax (Rate) 

2 Credit card 2,000 20 Exempted -do- 

3 Debit card/ Credit 
card 

2,124 21.24 3.82 Value  of  goods  ` 1,800  plus  GST  ` 324  together exceeds ` 2,000, 
hence GST will be levied. 

4 Internet 
Banking 

1,000 5 0.90 Service charges attract GST. Since, payment mode of payment other than 
card. 

5 Bank charges  200 36 Fixed monthly /quarterly charges fully taxable. 

 

C Charitable  Entry/Sl. No. -1, 9D, 60 

Charitable Inst. ने 1 No. का काम ककया,   

9D में old age Run by 12AA or 12AB Entity - 60 year or above के ललए  &  

60 – में Religious pilgrimage [(Kailash Mansrover by Kumaon Mandal, Haj by Haj Committee) – 

Facilitated by Government of India] की यात्रा कराई  

 

Entry 1, 9D: 

Q37. Shree Ram Seva Trust is a charitable institution registered under section 12AA or 12AB of the Income-tax Act, 1961. It has 

organized a skill development programme  relating  to  persons over the age of 65 years residing in a well-planned city, in the month of 

April. It  has received following amounts under the programme:      RTP MAY 2020 

Particulars Amount (Rs.) 

Subscription fees for the programme 50,000 

Sponsorship fees 1,00,000 

Consideration for supply of goods 3,00,000 

Besides, the trust has received the donations of Rs. 2,00,000 in April.  Hanuman, accountant of Shree Ram Seva Trust, is not able to 
determine the taxability of the above amounts received under GST law. He seeks your expertise in determining the same. 
Determine the value of taxable supply of Shree Ram Seva Trust, for the month of April. 

a) Nil 

b) Rs. 6,50,000 

c) Rs. 6,00,000 

d) Rs. 4,50,000 

Answer:- (d) Rs. 4,50,000 
Hint: [Exemption is not available as service of skill development is provided by entity registered under Section 12AA or 12AB of 
the Income Tax Act,1961 to residents of Well Planned City] 
[50,000 + 1,00,000 + 3,00,000 = 4,50,000] [As Donation is not with specific instruction to do anything, it is not added] [Circular No. 
116/35/2019] 

 
  

Q38. Following are the services provided by Charitable Institution registered u/s 12AA or 12AB of Income Tax Act 1961 

 Amt in lakh(Rs) 

Amount charged for care or counseling of Terminally ill person, person with severe disability. 10 

Amount charged for care of person not Terminally ill or person not with severe disability. 1 

Amount charged for care or counseling to person affected with HIV or AIDS or addicted with alcohol 20 

Amount charged for awareness of family planning, prevention of HIV, Preventive health 2 

Amount charged from participants for advancement of Religion or spirituality 3 

Amount charged for yoga training camp given at open pandals, at home or at office 4 

Amount charged for education or skill development of abandoned, orphaned or homeless children 5 
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Amount charged for education or skill development of prisoners, physically or mentally abused and Traumatized person 
(example nurse remained 42 years in comma after rape), person over 65 years residing in rural area 

6 

Amount charged for education or skill development of person over 65 years residing in urban area 2 

Amount charged from government for preservation of environment, Forest, wild life. 7 

Amount charged for private coaching upto 10+ 2 3 

Amount charged from student for English speaking course. 2 

Amount charged for training of GST course. 12 

Amount charged for Residential programmes or camps FOR YOGA OR SPIRITUAL Class – 10 lac, Cost of lodging and 
boarding from participant of Yoga – 2 lac 

12 

Amount charged for merely or primarily provide accommodation or serve food and drinks 2 

Amount charged for holding of fitness camps or classes such as those in aerobics, dance, music etc 4 

Receipts of old age home from its residents (aged 60 years or more) against 15,000 rupees per month per member, which is 
inclusive of charges for boarding, lodging and maintenance 

6 

Donation received of Rs10 lakh for construction of a sitting hall in the temple. On the main door of the sitting hall, a name plate 
was placed stating ―Donated by Mr. Aman Goel upon birth of his first child 

3 

Calculate Taxable value 

Answer: 

Calculation of taxable Value 

 Amt in lakh(Rs) 

Amount charged for care or counseling of Terminally ill person, person with severe disability. [Note – 1]  Exempt  

Amount charged for care of person not Terminally ill or person not with severe disability. [Note – 2] 1 

Amount charged for care or counseling to person affected with HIV or AIDS or addicted with alcohol [Note – 1] Exempt  

Amount charged for awareness of family planning, prevention of HIV, Preventive health [Note – 1] Exempt  

Amount charged from participants for advancement of Religion or spirituality [Note – 1] Exempt  

Amount charged for yoga training camp given at open pandals, at home or at office [Note – 1] Exempt  

Amount charged for education or skill development of abandoned, orphaned or homeless children [Note – 1] Exempt  

Amount charged for education or skill development of prisoners, physically or mentally abused and Traumatized person 
(example nurse remained 42 years in comma after rape),  person over 65 years residing in rural area [Note – 1] 

Exempt  

Amount charged for education or skill development of person over 65 years residing in urban area [Note – 2] 2 

Amount charged from government for preservation of environment, Forest, wild life. [Note – 1] Exempt  

Amount charged for private coaching upto 10+ 2 [Note – 2] 3 

Amount charged from student for English speaking course. [Note – 2] 2 

Amount charged for training of GST course. [Note – 2] 12 

Amount charged for Residential programmes or camps FOR YOGA OR SPIRITUAL Class 
– 10 lac, Cost of lodging and boarding from participant of Yoga – 2 lac 

Exempt 

Amount charged for merely or primarily provide accommodation or serve food and drinks 2 

Amount charged for holding of fitness camps or classes such as those in aerobics, dance, music etc 4 

Receipts of old age home from its residents (aged 60 years or more) against 15,000 rupees per month per member, which is 
inclusive of charges for boarding, lodging and maintenance [Exempt under Entry 9D, If received upto 25000 p.m per 
member by Entity registered u/s 12AA or 12AB of Income Tax Act] 

Exempt  

Donation received of Rs10 lakh for construction of a sitting hall in the temple. On the main door of the sitting hall, a name 
plate was placed stating ―Donated by Mr. Aman Goel upon birth of his first child [it is not supply of service, since aimed at not 
giving publicity to the donor and there is no obligation on part of recipient of donation or gift to do anything( i.e not to supply 
any service.)] 

Not supply  

Taxable value  26 

Note – 1 – services by way of charitable activity by entity registered u/s 12AA or 12AB of Income Tax Act 1961 are exempt. 
Note  2 – all other services which are not included in the definition of charitable Activity are taxable. 
Note  3 – Services by an old age home run by Central Government, State Government or by an entity registered under section 12AA or 12AB of the 
Income-tax Act, 1961 to its residents (aged 60 years or more) against consideration upto 25,000 rupees per month per member, provided that the 
consideration charged is inclusive of charges for boarding, lodging and maintenance is exempt 
  
 
 
Q40. JP Charitable institution, an entity registered under Section 12AA or 12AB of Income Tax Act, 1961 and registered in GST, has furnished you 
the following details with respect to the activities undertaken by it during the month of January, 20XX. You are required to compute its Taxable Value 
of GST from the information given below; assuming the rate of GST is 18%. Brief reasoning should be part of your answer. [CA Inter Nov 18] 

Particulars  Amount in (`) (Excluding GST) 

Membership fees received from members   10,00,000  
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Amount received for advancement of educational programs relating to abandoned  or orphaned or homeless 
children 

4,00,000 

 Amount received for renting of commercial property owned by Trust   5,00,000 

Amount received for counselling of terminally ill person/ mentally disabled persons   3,50,000  
Fees charged for Yoga Camp conducted by Trust   2,00,000 
Amount received relating to preservation of Forest and Wildlife   6,00,000 
Payment made for the services received from a service provider located in US, for the purposes of 
providing ‗charitable activities‘ 

5,50,000 

 
Answer: 

As per notification number 12/2017 dated 28.06.2017 services provided by charitable trust by way of charitable activities shall be an 

exempt supply 

―charitable activities‖ means activities relating to –  

(i) public health by way of, –  

(A) care or counseling of (I) terminally ill persons or persons with severe physical or mental disability; (II) persons afflicted with HIV or AIDS; (III) 

persons addicted to a dependence-forming substance such as narcotics drugs or alcohol; or (B) public awareness of preventive health, family 

planning or prevention of HIV infection; 

 (ii) advancement of religion, spirituality or yoga;  

(iii) advancement of educational programmes or skill development relating to, –  

(A) abandoned, orphaned or homeless children; (B) physically or mentally abused and traumatized persons;  (C) prisoners; or 

 (D) persons over the age of 65 years residing in a rural area; 

(iv) preservation of environment including watershed, forests and wildlife.  
 
Computation of Taxable Value  

Particulars Amount in 
(`) 

Membership fees received from members   10,00,000 

Amount received for advancement of educational programs relating to abandoned  or orphaned or homeless children Nil 

 Amount received for renting of commercial property owned by Trust   5,00,000 

Amount received for counselling of terminally ill person/ mentally disabled persons   Nil 
Fees charged for Yoga Camp conducted by Trust   Nil 
Amount received relating to preservation of Forest and Wildlife   Nil 
Payment made for the services received from a service provider located in US, for the purposes of providing ‗charitable 
activities‘ 

Exempt  

Taxable Value   15,00,000 

GST @ 18%   2,70,000 

Notes: 

 1. Amount received for advancement of educational programs relating to abandoned or orphaned or homeless children is a charitable activity and is 

an exempt supply.  

2. Amount received for counselling of terminally ill person is a charitable activity and is an exempt supply.  

3. Fees for yoga camp is a charitable activities and is an exempt.  

4. Amount received relating to preservation of Forest and Wildlife is a charitable activity and is an exempt supply.  

5. Import of service by charitable trust registered u/s 12AA of Income Tax Act for the purpose of providing charitable activities is exempt. 

 

Q41. The temple of ancestral deity of Mr. Aman goel and his family is located at Beri, Haryana. The temple is run by a charitable organisation 

registered under section 12AA or 12AB of the Income Tax Act, 1961. The family has got unshakeable faith in their ancestral deity. Mr. Aman is a big 

entrepreneur having flourishing business of tiles in Gurugram. Upon the birth of their first child, he donated `10 lakh to the said temple for 

construction of a sitting hall in the temple. On the main door of the sitting hall, a name plate was placed stating ―Donated by Mr. Aman Goel upon 

birth of his first child‖. You are required to examine the leviability of GST on the donation received from Mr. Aman Goel? [CA Inter RTP MAY 2020] 

Answer:  

It has been clarified vide Circular No. 116/35/2019 GST dated 11.10.2019 that when the name of the donor is displayed in the religious institution 

premises, by placing a name plate or similar such acknowledgement, which can be said to be an expression of gratitude and public recognition of 

donor‘s act of philanthropy and is not aimed at giving publicity to the donor in such manner that it would be an advertising or promotion of his 

business, then it can be said that there is no supply of service for a consideration (in the form of donation). There is no obligation (quid pro quo) on 

part of recipient of the donation or gift to do anything (supply a service). Therefore, there is no GST liability on such consideration.  
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In the given case, there is no reference or mention of any business activity of the donor which otherwise would have got advertised. Thus, since the 

gift or donation is made to a charitable organization, the payment has the character of gift or donation and the purpose is philanthropic (i.e., it leads 

to no commercial gain) and not advertisement, hence GST is not leviable. 

 
Q42. Services of a NGO registered under sec. 12AA or 12AB of the Income Tax Act, 1961 working for the rehabilitation of disabled.  The 
aggregate value of taxable supply is ` 20 Lakh. Find the taxability for the given service? 
Answer: 
It is taxable supply. GST will be levied. Since, exemption has been given to public health by way of -mental disability, but not rehabilitation of 
disabled. 
 

 Q43. Sri Durga Charitable Trust registered under section 12AA or 12AB of the Income Tax Act and also registered person under GST Law, 
provided the following services in the month of October. 

(i) Services by way of training or coaching in recreational activities relating to sports for ` 4,00,000/-. 

(ii) Fee from organizing yoga camps  for ` 5,00,500/- 

(iii) Organizes fitness camps in reiki, aerobics, etc., and receive donation from participants ` 2,25,000/-. 
(iv) Services of public libraries by way of lending of books, publications or any other knowledge-enhancing content or material for ` 20,000 

   
Answer: 

Particulars Value in 
` 

Remarks 

training  or  coaching  in  recreational  activities relating to 
sports 

Nil Exempt under Entry 80 

Fee from organizing yoga camps   Exempt  Since, covered  under  advancement  of religion , spirituality or 
yoga. 

Donation  for  Organizes  fitness  camps  in  reiki, 
aerobics 

2,25,000 Covered  under  health  and  fitness  services, 
which is not exempted. 

Public libraries Nil Exempt under Entry 50 

Total 2,25,500  

 

Q44. Determine taxable value of supply under GST law with respect to each of the following independent services provided by the registered 
persons:   [ICAI Study Mat.] 

Particulars  Gross amount 
charged (`) 

Fees charged for yoga camp conducted by a charitable trust registered under section 12AA or 12AB of the Income-tax 
Act, 1961 

50,000 

Amount charged by business correspondent from banking company for the services provided to the rural branch of a bank 
with respect to Savings Bank Accounts 

1,00,000 

Amount charged by cord blood bank for preservation of stem cells 5,00,000 

Amount charged for service provided by commentator to a recognized sports body 5,20,000 

Answer: 
Computation of value of taxable supply 

Particulars  (`) 

Fees charged for yoga camp conducted by a charitable trust registered under section 12AA or 12AB of the Income-tax Act, 1961 [Note-
1] 

Nil 

Amount charged by business correspondent for the services provided to the rural branch of a bank with respect to Savings Bank 
Accounts [Note-2] 

Nil 

Amount charged by cord blood bank for preservation of stem cells [Note-3] Nil 

Service provided by commentator to a recognized sports body [Note-4] 5,20,000 

 

Notes: 1. Services by an entity registered under section 12AA or 12AB of the Income-tax Act, 1961 by way of charitable activities are exempt from 
GST. The activities relating to advancement of yoga are included in the definition of charitable activities. So, such activities are exempt from GST.  
2. Services by business facilitator or a business correspondent to a banking company with respect to accounts in its rural area branch have been 
exempted from GST.  
3. Services provided by cord blood banks by way of preservation of stem cells or any other service in relation to such preservation are exempt from 
GST.  
4. Services provided to a recognized sports body only by an individual as a player, referee, umpire, coach or team manager for participation in a 
sporting event organized by a recognized sports body are exempt from GST. Thus, services provided by commentators are liable to GST.  
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E 

 
Entry Ticket 

 

Entry/Sl. No. – 79, 79A, 81, 82, 82A 

Retire हो के  

79 – year में park, Sanctuary, Tiger reserve, Zoo, museum दखेने गए  

79A – में Protected monuments दखेने गए 

81 – year में ACP – (Award Function, Concert, Planetarium) , Manoj Sir ( Musical Performance, sports 

Event), Circus, Theatre  दखेने गए – upto Rs 500 per person Ticket  

82 – year में FIFA U- 17 world Cup, 2017 दखेने गए 

82A - में FIFA U- 17 Women‘s world Cup, 2020 दखेने गए 

 

 

Entry 79, 79A: 

Q54.   Following are the services provided  

 Rs in lakh  

Services by way of admission to a museum, national park, wildlife sanctuary, tiger reserve or zoo. 5 

admission to a protected monument so declared under the Ancient Monuments and Archaeological Sites 
and Remains Act, 1958 or any of the State Acts, for the time being in force 

2 

Calculate Taxable Value  

Answer  

 Rs in lakh  

Services by way of admission to a museum, national park, wildlife sanctuary, tiger reserve or zoo. [Note ] Exempt 

admission to a protected monument so declared under the Ancient Monuments and Archaeological Sites and 
Remains Act, 1958 or any of the State Acts, for the time being in force [Exempt in Entry 79A] 

Exempt 

Taxable value of service  

Note: Services by way of admission to a museum, national park, wildlife sanctuary, tiger reserve or zoo is exempt in Entry 79. 

 

Entry 81, 82: 

81 

―Services by way of right to admission to- 
(a) circus, dance, or theatrical performance including drama or ballet; 
(b) award function, concert, pageant, musical performance or any sporting event other than a recognised sporting event; 
(c) recognised sporting event; 
(d) planetarium,  
where the consideration for right to admission to the events or places as referred to in items (a), (b), (c) or (d) above is not more than Rs. 500 
per person.‖. 

 

Q55: Admission to IPL is ` 395 and entertainment tax ` 25. Whether this is activity exempt from GST?  
Answer: 
Exempted supply of service. Since, transaction value ` 420 (i.e ` 395 plus ` 25) not exceeds ` 500 per ticket. 

 

Q56. Following are the details of service. Calculate value of taxable service 

 Amount (`) 

Receipt from sale of ticket of SHANKAR CIRCUS, where consideration for admission Rs 1000 per person 30,000 

Receipts of Dance Programme, where Entry Ticket sold for Rs 1000 per person 10,000 

Receipts of Dance Programme, where Entry Ticket sold for Rs 500 per person 40,000 

Receipts of Ballet, where Entry Ticket sold for Rs 400 per person 30,000 

Entry ticket fee for Award Function/ Pageant/ Dance at Dandiya of Katrina KAif where consideration for admission Rs 500 per person 20,000 

Entry ticket fee for Award Function/ Pageant/ Dance at Dandiya of Katrina KAif where consideration for admission Rs 1000 per 
person 

40,000 

Amount charged for concert, musical performance where consideration for admission Rs 1000 per person 60,000 
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Entry fee received for cultural programme/ Drama organised in open Theatre, where consideration for admission Rs 500 per person 10,000 

Receipt for admission to recognized sporting event where consideration for admission Rs 1000 per person 50000 

Receipt for admission to NON recognized sporting event where consideration for admission Rs 500 per person 70000 

Receipt of standalone joy-ride in MALL 40,000 

Receipt from sale of ticket of waterpark/Gaming device/ Bowling Alleys 30,000 

Receipts of video parlour showing cinematographic firms [ Ticket 150 per person] 20,000 

Gambling services and casions bet value 1,00,000 

Auxiliary services provided by event manager for organising entertainment event 10,000 

Services by way of right to admission to the events organised under FIFA U-17 World Cup 2017. 2,00,000 

Services by way of right to admission to the events organised under FIFA U-17 Women‘s World Cup 2020. 5,00,000 

Answer  

Calculation of Taxable value 

 Amount (`) 

Receipt from sale of ticket of SHANKAR CIRCUS, where consideration for admission Rs 1000 per person 30,000 

Receipts of Dance Programme, where Entry Ticket sold for Rs 1000 per person 10,000 

Receipts of Dance Programme, where Entry Ticket sold for Rs 500 per person Exempt  

Receipts of Ballet, where Entry Ticket sold for Rs 400 per person Exempt 

Entry ticket fee for Award Function/ Pageant/ Dance at Dandiya of Katrina KAif where consideration for admission Rs 500 per person Exempt 

Entry ticket fee for Award Function/ Pageant/ Dance at Dandiya of Katrina KAif where consideration for admission Rs 1000 per 
person 

40,000 

Amount charged for concert, musical performance where consideration for admission Rs 1000 per person 60,000 

Entry fee received for cultural programme/ Drama organised in open Theatre, where consideration for admission Rs 500 per person Exempt 

Receipt for admission to recognized sporting event where consideration for admission Rs 1000 per person 50000 

Receipt for admission to NON recognized sporting event where consideration for admission Rs 500 per person Exempt 

Receipt of standalone joy-ride in MALL 40,000 

Receipt from sale of ticket of waterpark/Gaming device/ Bowling Alleys 30,000 

Receipts of video parlour showing cinematographic firms [ Ticket 150 per person] 20,000 

Gambling services and casions bet value 1,00,000 

Auxiliary services provided by event manager for organising entertainment event 10,000 

Services by way of right to admission to the events organised under FIFA U-17 World Cup 2017. Exempt 

Services by way of right to admission to the events organised under FIFA U-17 Women‘s World Cup 2020. Exempt 

Taxable value of service  

 
Notes  
1. Services by way of right to admission to-  

(a) circus, dance, or theatrical performance including drama or ballet;  
(b) award function, concert, pageant, musical performance or any sporting event other than a recognised sporting event; 
(c) recognised sporting event,  
Where the consideration for admission is not more than Rs 500 per person as referred to in (a), (b) and (c) above is exempt. 

2. If the amount charged is more than Rs 500  per person, then it will be fully taxable 
3. Access to amusement facility like standalone ride in mall/ gaming device bowling alleys or admission to waterpark is taxable. 
4. Services by event manager for organising event are taxable. 
 
 

Entry 82A: 

Q57. Determine the Taxable Value 

Services by way of right to admission to  the events organised under FIFA U-17 Women's World Cup 2020. 50 

Services by way of right to admission to  the events organised under FIFA U-17 World Cup 2017. 10 

Answer 

Both the services are exempt. 

 

 



CA Manoj Batra     251 
 

E Education  Entry/Sl. No. – 66, 67, 69, 70, 71, 72, 80 

66 – year में education institution स ेeducation ली  

3 year job try की  

69 – year में NSDC/SSC/Training Partner Skill development का course ककया  

70 – year में Assessment Bodies empanelled by DGT-MSDE ने Test ललया  

71 – year में कफर DDUKGY centre स ेtraining  ली  

72 – year में CG/SG/UT Administration programme के तहत Training दनेे लगा  

80 – year में Recreational Activities में Training/Coaching related to (a) arts/Culture (b) Sports by 

Charitable entity regd u/s 12AA or 12AB 

 

Entry 66: 

Question 57(ii):- Determine whether GST is payable in respect of each of the following independent services provided by the registered 

persons:  

1) Fees charged from office staff for in-house personality development course conducted by Mungerilal College providing 
education as part of a curriculum for obtaining a qualification recognised  by Indian law  - ` 10,000. 

2) Bus fees collected from students by Rosemary College providing education as part of a curriculum for obtaining a 
qualification recognised by Indian law - ` 2,500 per month. 

3) Housekeeping service provided by M/s. Clean Well to Himavarsha Montessori school, a play school, for cleaning its playground 
and classrooms - ` 25,000 per month. 

4) Info link supplied ‗Tracing Alphabets‘, an online educational journal, to students of UKG class of Sydney Montessori School - ` 
2,000. (ICAI Study Mat.) 

Answer:-  

(1)      Services provided by an educational institution to its students, faculty and staff are exempt from GST vide exemption 
notification. Educational Institution has been defined to mean, inter alia, an institution providing services by way of education as a part of 
a curriculum for obtaining a qualification recognised by any law for the time being in force. Since Mungerilal College provides 
education as part of a curriculum for obtaining a qualification recognised by Indian law, the services provided by it to its staff by way 
of conducting personality development course would be exempt from GST.  

(2) Since Rosemary College provides education as a part of a curriculum for obtaining a qualification recognised by Indian law, the 
transport services provided by Rosemary College to its students are exempt from GST.  

(3) Services provided to an educational institution, by way of, inter alia, house-keeping services performed are exempt from GST vide 
exemption notification where such services are performed in such educational institution. However, such exemption is available 
only when the said services are provided to a pre-school education and a higher secondary school or equivalent. In view of the above 
discussion, house-keeping services provided to Himavarsha Montessori Play School are exempt from GST since housekeeping services 
have been performed in such play school itself.  

(4) Services provided to an educational institution by way of supply of online educational journals or periodicals is exempt from GST vide 
exemption notification. However, such exemption is available only when the said services are provided to an educational institution 
providing education as a part of a curriculum for obtaining a qualification recognised by any law for the time being in force. Therefore, 
supply of online journal to students of UKG class of Sydney Montessori School is not exempt from GST. 

 

Q58. Kala Niketan School is an educational institution providing pre-school education and education up to higher secondary school. Which of the 

following services are exempt if provided to Kala Niketan School?  

(i) Transportation of students, faculty and staff (ii) Catering services (iii) Cleaning services performed in such educational institution  

(a) (i) (b) (i) and (iii) (c) (ii) and (iii) (d) (i), (ii) and (iii)    [ CA Inter RTP May 20] 

Answer: (d)  

 

Q62. Worldwide Pvt. Ltd (a registered Taxable Person) having the Gross receipt of `50 Lakhs in the previous financial year provides the following 

information relating to their services for the month of July, 2019 [Inter Nov 18] 

 

Particulars Amount in (`) 

(1) Running a boarding school (upto higher secondary)  2,40,000 
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(2) Fees from prospective employer for campus interview  1,70,000 

(3) Education Services for obtaining the qualification recognised by law of foreign country  3,10,000 

(4) Renting of Furnished Flats for Temporary Stay to different persons  
(Rent per day is less than 1000 per person). 

1,20,000 

(5) Conducting Modular Employable Skill Course. Approved by National Council of Vocational Training  1,40,000 

(6) Conducting Private Tuitions  3,00,000 

Compute the value of Taxable Supply and the amount of GST Payable. The above receipts doesn't include the GST Amount. Rate of GST is 18% 
Answer:  

Computation of Value of Taxable Supply and GST payable  

 

Particulars Amount in (`) 

(1) Running a boarding school is an exempted service  Nil 

(2) Fees from prospective employer for campus interview is taxable  1,70,000 

(3) Education Services for obtaining the qualification recognised by law of foreign country 3,10,000 

(4) Renting of Furnished Flats for Temporary Stay to different persons (Rent per day is less than 1000 per person). Nil 

(5) Conducting Modular Employable Skill Course. Approved by National Council of Vocational Training is an exempted service   Nil  
 

(6) Conducting Private Tuitions   3,00,000 

Value of Taxable Supply   7,80,000 

GST @ 18% 1,40,400 

  Notes:   

 (1) Education services for obtaining the qualification recognised by law of Indian country is an exempted service but in the given case it is 

recognised by foreign country hence it is taxable.  

(2) Renting of furnished flats for temporary stay to different persons is a taxable service if the value of such supply is more than `1000 per day in the 

given case rent is less than `1000 per person hence it is exempted.  

 

Q63. ―Chanakya Academy‖ is registered under GST in the State of Uttar Pradesh. The Academy runs the following educational 
institutions: 
 
(i) ‗Keshav Institute of Technology‘ (KIT), a private engineering college in Ghaziabad. KIT also runs distance learning post graduate 
engineering programmes. Exams for such programmes are conducted in select cities at centres appointed by the KIT. All the engineering 
courses including the distance learning post graduate engineering programme run by KIT are recognised by the law [The All India Council 
for Technical Education (AICTE)]. 
 
(ii) ‗Little Millennium‘, a pre-school in Lucknow. 
 
(iii) ‗Bright Minds‘, a coaching institute in Kanpur. The Institute Provides coaching for Institute of Banking Personnel Selection (IBPS) 
Probationary Officers Exam. 
 
(iv) ‗Spring Model‘ a higher secondary school affiliated to CBSE Board. 
 
The Academy provides the following details relating to the expenses incurred by the various institutions run by it during the period April 
20XX to September 20XX: 
 
                                                                                      Table 1 

S.No.  Particulars KIT  
Little 
Millennium 

Bright 
Minds 

Spring 
Model 

(i)  
Printing services for printing the question papers(paper and content are 
provided by the Institutions) 

2,50,000  
 

1,50,000 2,00,000 

(ii)  Paper procured for printing the question papers 4,30,000  
 

2,58,000 3,44,000 

(iii)  Honorarium to paper setters and examiners(not on the rolls of the Institution) 5,00,000 
   

(iv) Rent for exam enters taken on rent like schooled., for conducting examination 8,00,000  1,00,000  

(v) 
Subscription for online educational journals [Little Millennium has taken the 
subscription for online periodicals on child development and experiential 
learning] 

4,00,000 80,000 2,20,000 2,40,000 

(vi) 
Hire charges for buses used to transport students and faculty from their 
residence to the institutions and back 

4,80,000 5,50,000 1,30,000 7,50,000 

(vii) 
Catering services for running canteen in the campus for students(Catering 
services for KIT  
include a sum of` 60,000 for catering at student event organised in  a banquet 

3,20,000 2,60,000 1,80,000 5,00,000 
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hall outside the campus) 

 (viii)  

Security and housekeeping services for the institution(s)(Security and 
housekeeping services for Spring Model include a sum of` 80,000 payable for 
security and housekeeping at the student event organised in a banquet hall 
outside the campus) 

6,00,000  4,00,000  3,75,000  4,65,000 

 
The academy further provides the following details relating to the receipts of the various institutions run by it during the period April20XX 
to September 20XX: 
 
                                                                                        Table 2 

S.No.  Particulars KIT  Little Millennium Bright Minds Spring Model 

(i)  Tuition fee  35,00,000  15,00,000  20,00,000  25,00,000 

(ii)  Transport fee charged from students 5,00,000  6,00,000  1,30,000  8,50,000 

EXEMPTIONS UNDER GST 
With the help of the above details – 
 

(i) Determine the amount of GST payable, if any, on goods and services received during April 20XX to September 20XX by the 
various educational institutions run by the ‗Chanakya Academy‘; 

(ii) Compute net GST liability of the ‗Chanakya Academy‘ payable from the Electronic Cash Ledger, for the period April 20XX to 
September 20XX. 

 
All the amounts given above are exclusive of taxes, wherever applicable.  
Notes: 

(i) Rate of GST on goods is 12%, catering service is 5% and on other services is 18%. 
(ii) Wherever relevant, all the conditions necessary for availing the ITC have been complied with. 

Question for Practice/(RTP Nov 19) (Mock Mar 19) 
Answer: 
 (i) Notification No. 12/2017 CT(R) dated 28.06.2017(hereinafter referred to as exemption notification) which exempts various services from GST 
leviable thereon exempts select services provided to an educational institution.  
 
Here, the ―educational institution‖ means an institution providing services by way of,- 
 

(i) Pre-school education and education up to higher secondary school or equivalent; 
(ii) Education as a part of a curriculum for obtaining a qualification recognised by any law for the time being in force; 
(iii) Education as a part of an approved vocational education course; 

 
The select services which are exempt when provided to an educational Institution are- 
 

(i) Transportation of students, faculty and staff; 
(ii) catering, including any mid-day meals scheme sponsored by the Central Government, State Government or Union territory; 
(iii) security or cleaning or house-keeping services performed in such educational institution; 
(iv) services relating to admission to, or conduct of examination by, such institution; 
(v) supply of online educational journals or periodicals 

 
 However, the services mentioned in points (i), (ii) and (iii) are exempt only when the same are provided to an educational institution providing 
services by way of pre-school education and education up to higher secondary school or equivalent.  
 
Also, the supply of online educational journals or periodicals is not exempt from GST when provided to- 
 

(i) Pre-school education and education up to higher secondary school or equivalent; or 
(ii) Education as a part of an approved vocational education course. 

 
Further, as per S. No. 22 of Notification No. 12/2017 CT (R) services by way of giving on hire motor vehicle for transport of students, faculty and 
staff, to a person providing services of transportation of students, faculty and staff to an educational institution providing services by way of pre-
school education and education up to higher secondary school or equivalent is exempt.  
 
In the given case, all the engineering courses including the distance learning post graduate engineering programme run by KIT are recognised by 
the law [The All India Council for Technical Education (AICTE)]. Therefore, since KIT imparts education as a part of a curriculum for obtaining a 
qualification recognised by the Indian law, the same is an educational institution in terms of the exemption notification.  
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Similarly, Little Millennium and Spring Model, being a pre-school and higher secondary school respectively are also educational institutions in terms 
of the exemption notification.  
 
However, Bright Minds, being a coaching centre, training candidate‘s to secure a banking job, is not an educational institution in terms of the 
exemption notification. Hence, none of the select services (mentioned above) will be exempt when provided to Bright Minds. 
 
 
In the light of the foregoing provisions, the amount of GST payable ongoods and services received by these educational institutions during April20XX 
to September 20XX is computed as under: 
 

Particulars KIT  
Little 
Millennium 

Bright 
Minds 

Spring 
Model 

Printing services for printing the question papers(paper and content are 
provided by the Institutions) 

Exempt [Services 
provided to educational 
institution in relation to 
conduct of examination] 

 

27,000 
[1,50,000x 
18%] 

Exempt 

Paper procured for printing the question papers –[Supply of select services 
to educational institutions is exempt and not supply of goods to such 
educational institutions] 

51,600 
[4,30,000 x12%]  

30,960 
[2,58,000x 
12%] 

41,280 
[3,44,000 
x 12%] 

Honorarium topper setters and examiners (not on the rolls of to educational 
institutions) 

Exempt [Services 
provided to educational 
institutions in relation to 
conduct of examination] 

   

Rent for exam centres taken on 
rent like schools etc., for conducting examination 

Exempt  
[Services provided to 
educational institutions in 
relation to conduct of 
examination] 

 

18,000 
[1,00,000x 
18%] 

 

Subscription for online educational journals[Little Millennium has taken the 
subscription for online periodicals on child development and experiential 
learning] 

Exempt  
14,400 
[80,000 
x18%] 

39,600 
[2,20,000x 
18%] 

43,200 
[2,40,000 
x 18%] 

Hire charges for buses used to transport students and faculty from their 
residence to the institutions and back. 

86,400 
[4,80,000 x18%] 

Exempt  
23,400 
[1,30,000x 
18%] 

Exempt 

Catering services for running canteen in the campus for students[Catering 
service provided to preschool and the higher secondary school is exempt 
irrespective of whether the same is provided within or outside the premises 
of there-school and the higher secondary school] 

16,000 
[3,20,000 x5%] 

Exempt  
9,000 
[1,80,000x 
5%] 

Exempt 

Security and housekeeping services for the institution(s)[Security and 
housekeeping service provided to pre-school and the higher secondary 
school for the student event organised in a banquet hall will be taxable as 
only the security and housekeeping g  service provided within the premises 
of the pre-school and the higher secondary school are exempt.] 

1,08,000 
[6,00,000 x18%] 

Exempt  
67,500 
[3,75,000x 
18%] 

14,400 
[80,000x 
18%] 

Total GST payable on goods and services received by the educational 
institutions 

2,62,000  14,400  2,15,460  98,880 

 
(ii) (1) Sl. No. 66 of Notification No. 12/2017 CT(R) dated 28.06.2017 also exempts services provided by an educational institution to its students, 
faculty and staff. All the educational institutions run by the Chanakya Academy except Bright Minds are educational institutions in terms of the 
exemption notification (as explained under point (i) above). Therefore, the education services and the transport services provided by KIT, Little 
Millennium, and Spring Model to its students will be exempt from GST under Sl. No. 66 of the exemption notification. Thus, only the educational 
services provided by Bright Minds will be liable to GST @ 18%. 
 
(2) No input tax credit (ITC) will be availed on inputs and input services used in providing exempt education services, i.e. education services by KIT, 
Little Millennium, and Spring Model. Only Bright Minds will be entitled to avail ITC on inputs and input services used in providing taxable education 
services. However, ITC on outdoor catering services will be blocked in terms of section 17(5)(b)(i) of the IGSTAct, 2017. 
 
(3) Since there are no common inputs and input services being used for providing taxable and exempt services, the need for reversal of ITC  
attributable to exempt supplies will not arise.  
 
 
In the light of the foregoing provisions, the net GST liability of Chanakya Academy, which will comprise of only the tax liability of Bright Minds, is 
computed as under: 
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Particulars  Bright Minds 

Tuition fee  20,00,000 

Transport fee charged from students  1,30,000 

Value of output supply taxable @ 18%  21,30,000 

GST liability @ 18%  3,83,400 

 
EXEMPTIONS UNDER GST 

Less: ITC [Total tax payable by Bright Minds on the service received by it as computed in point (i) above less the tax payable on catering 
charges (2,15,460 - 9,000)]  

2,06,460 

Net GST payable from Electronic Cash Ledger  1,76,940 

 
 
  
 Q65. BODMAS Ltd., providing educational services, furnishes you with the following information for the various services provided by it for the month 

of March, 2019: 

Particulars  ` 
Receipts from running a Boarding School (including receipts for providing residential dwelling service of ` 14,00,000) 30,00,000 

Receipts of 'Gyan Uday' - an Industrial Training Institute (ITI) affiliated to the National Council for Vocational Training (NCVT) 2,00,000 

Receipt of „Edu care‟ a vocational centre affiliated to Sector Skill council formed under NSDC 5,00,000 

Receipt of „Skill centre‟ an Industrial training centre (ITC) affiliated to the State Council for Vocational Training (SCVT) 6,00,000 

Receipts of 'Lakshya', an institute, registered with Directorate General of Employment and Training (DGET), Union Ministry of Labour 
and Employment, running a Modular Employable Skill Course (MESC) approved by the National Council for Vocational Training (NCVT) 

1,00,000 

Receipts of 'Wizard", a Commercial Coaching Institute providing commercial coaching in the field of arts and science (no certificate was 
issued on completion of the training) 

80,000 

Fees from prospective employers for campus interview  4,00,000 

Renting of furnished flats for temporary stay to different persons  5,00,000 

Receipts of 'Concepts', a Commercial coaching institute providing coaching in the field of commerce (a certificate was awarded to each 
trainee after completion of the training) 

1,40,000 

Receipts of Gurukul School providing education upto higher secondary  5,00,000 

Compute the value of taxable supply assuming that all the above receipts are exclusive of GST. (9 Marks) [Nov 19] 
 
Answer: 
 (a) Services provided by an educational institution to its students, faculty and staff are exempt vide Notification No. 12/2017 Central Tax (Rate) 
dated 28.06.2017. Further, an educational institution means, inter alia, an institution providing services by way of-  

(i) education up to higher secondary school or equivalent;  
(ii) education as a part of a curriculum for obtaining a qualification recognised by any law for the time being in force;   
(iii) education as a part of an approved vocational education course.  

In view of the aforesaid provisions, value of taxable supply of BODMAS Ltd. for the month of March, 2019 has been computed as follows: 

Particulars  
Amount 
(`) 

Receipts from Boarding School including receipts for residential dwelling service [Educational institution providing education up to 
higher secondary school or equivalent] 

Exempt 

Receipts of Gyan Uday [Educational institution running approved vocational education course (assuming that such courses are run in 
designated trades)] 

Exempt 

Receipt of „Edu care‟ a vocational centre affiliated to Sector Skill council formed under NSDC Exempt 

Receipt of „Skill centre‟ an Industrial training centre (ITC) affiliated to the State Council for Vocational Training (SCVT) Exempt 

Receipts of Lakshya running Modular Employable Skill Course [Educational institution running approved vocational education course] Exempt 

Receipts of Wizard - a coaching institute [Taxable since coaching institute is not an educational institution] 80,000 

Fees from prospective employers for campus interview [Taxable since such services are not specifically exempt] 4,00,000 

Renting of furnished flats for temporary stay to different persons4 [Not exempt since services by a hotel, inn, guest house, club or 
campsite, by whatever name called, for residential or lodging purposes, are exempt only when the value of supply of a unit of 
accommodation is below ` 1,000 per day.] 

5,00,000 

Receipts of Concepts – a coaching institute [Taxable since coaching institute is not an educational institution] 1,40,000 

Receipts of Gurukul School providing education upto higher secondary  Exempt 

Value of taxable supply  11,20,000 

 
4 It has been assumed that rent per flat per day ≥ ` 1,000.   
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Q66.   Following are the services provided  

 Rs in lakh  

Services provided by an educational institution by way of conduct of entrance examination against consideration in the form of 
entrance fee 

8 

Services provided– to an educational institution providing education recognized by law, by way of,- supply of online 
educational journals or periodicals 

7 

Building let out to Play-way School providing pre-school education 30 

Placement service Provided BY ICAI through Campus Interview 40 

SERVICES PROVIDED BY A PRIVATE ITI IN RESPECT OF DESIGNATED TRADES NOTIFIED UNDER APPRENTICESHIP 
ACT, 1961 

15 

SERVICES PROVIDED BY A PRIVATE ITI IN RESPECT OF OTHER THAN DESIGNATED TRADES  10 

services provided by a private ITI by way of conduct of entrance examination  12 

service of conduct of examination against consideration in the form of entrance fee OF OTHER THAN DESIGNATED TRADES 20 

SERVICES PROVIDED BY A GOVERNMENT ITI TO INDIVIDUAL TRAINEES/STUDENTS - vocational training and examinations 
conducted by these Government ITIs. 

25 

Maritime Training Institutes and their training courses provided which are approved by the Director General of Shipping 
which are duly recognised under the provisions of the Merchant Shipping Act, 1958 

70 

 
Calculate value of taxable service 
 
ANSWER 

 Rs in lakh  

Services provided by an educational institution by way of conduct of entrance examination against consideration in the form of 
entrance fee 

Exempt 

Services provided– to an educational institution providing education recognized by law, by way of,- supply of online 
educational journals or periodicals 

Exempt 

Building let out to Play-way School providing pre-school education 30 

Placement service Provided BY ICAI through Campus Interview 40 

SERVICES PROVIDED BY A PRIVATE ITI IN RESPECT OF DESIGNATED TRADES NOTIFIED UNDER APPRENTICESHIP 
ACT, 1961 

Exempt 

SERVICES PROVIDED BY A PRIVATE ITI IN RESPECT OF OTHER THAN DESIGNATED TRADES  10 

services provided by a private ITI by way of conduct of entrance examination  Exempt 

service of conduct of examination against consideration in the form of entrance fee OF OTHER THAN DESIGNATED TRADES 20 

SERVICES PROVIDED BY A GOVERNMENT ITI TO INDIVIDUAL TRAINEES/STUDENTS - vocational training and examinations 
conducted by these Government ITIs. 

Exempt 

Maritime Training Institutes and their training courses provided which are approved by the Director General of Shipping 
which are duly recognised under the provisions of the Merchant Shipping Act, 1958 

Exempt 

Value of Taxable Service  

 

 

Question 70(i):- Indian Institutes of Management (IIM), Indore organizes a placement drive for the students studying in the campus. 

Many multinational companies register for the placement program and pay the registration fee of ` 1,00,000.   IIM, Indore is of the view 

that such consideration received from multinational companies for participating in the placement program is exempt from GST. Explain 

whether the view taken by IIM, Indore is correct. (ICAI Study Mat.) 

Answer:-  

Indian Institutes of Management Act, 2017 (IIM Act, 2017) empowers IIMs to (i) grant degrees, diplomas, and other academic distinctions 

or titles, (ii) specify the criteria and process for admission to courses or programmes of study, and (iii) specify the academic content of 

programmes.    

Resultantly, all the IIMs fall under purview of ―educational institutions‖ as they provide education as a part of a curriculum for obtaining a 

qualification recognized by law for the time being in force.  

Further, the services provided by an educational institution to its students, faculty and staff are exempt from GST vide exemption notification.  

However, in the given case, services have been provided by the educational institution (viz. IIM, Indore), to the multinational companies. 

Therefore, the same is not exempt from GST. 
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Entry 69, 70, 71, 72: 

Q73.   Following are the services provided  

 Rs in lakh  

Services in relation to the National Skill Development Programme implemented by the National Skill Development Corporation  

 Services provided by NSDC 200 

 Services provided by SKC 500 

 Services provided by Assessment Agency approved by SKC 400 

 Amount charged by Training Partner from students 100 

Service provided by Assessing body empaneled by DGT 600 

Training provided under Deen Dayal Upadhyaya Grameen Kaushalya Yojana 900 

Services provided to the Central Government, State Government, Union territory administration under any training programme for 
which total expenditure is borne by Government 

400 

Services provided to the Central Government, State Government under any training programme for which 65% expenditure borne 
by the Government 

1000 

Calculate GST  

Answer  

 Rs in lakh  

Services provided by NSDC [Note 1] Exempt  

Services provided by SKC [Note 1] Exempt  

Services provided by Assessment Agency approved by SKC [Note 1] Exempt  

Amount charged by Training Partner from students [Note 1] Exempt  

Service provided by Assessing body empaneled by DGT [Note 2] Exempt  

Training provided under Deen Dayal Upadhyaya Grameen Kaushalya Yojana [Note 3] Exempt  

Services provided to the Central Government, State Government, Union territory administration under any training programme 
for which total expenditure is borne by Government [Note 4] 

Exempt  

Services provided to the Central Government, State Government under any training programme for which 65% expenditure 
borne by the Government [Note 4] 

1000 

Value of Taxable service 1000 

CGST – 9%  90 

SGST – 9% 90 

Notes 
1. Service by NSDC, SKC assessment agency under National Skill Development Programme is exempt from GST. 
2. Services of assessing bodies empanelled centrally by the Directorate General of Training (DGT), Ministry of Skill Development and 

Entrepreneurship by way of assessments under the Skill Development Initiative Scheme are exempt from GST. 
3. Services provided by training providers (Project implementation agencies) under Deen Dayal Upadhyaya Grameen Kaushalya Yojana 

implemented by the Ministry of Rural Development, Government of India by way of offering skill or vocational training courses certified by 
the National Council for Vocational Training are exempt from GST. 

4. Services provided to the Central Government, State Government, Union territory administration under any training programme for which 

75% or more of the total expenditure is borne by the Central Government, State Government, Union territory administration are 
exempt from GST. 

 

Entry 80: 

  

G Government 
Provide 
service 

Entry/Sl. No. – 4,5,6,7,8,9,34A, 42, 43, 47, 47A, 61, 62, 63, 64, 65, 65B 

(i) Government Authority ने 243W/243G वाली Service दी, (ENTRY 4 & 5) 

(ii) Government न ेPATA (Post office, Aircraft/Vessel, Transport of goods/Passenger, Any 

Service) वाली Service दी (ENTRY 6) 

(iii) PATA में – Any वाली Service (i) छोटी BE को  (ENTRY 7) (ii) Govt नें Govt को (ENTRY 8) 

(iii) Rs 5000 तक (ENTRY 9) 

34A – Government नें PSU के Loan की  Guarantee दी  

  

TIT FOR PASSPORT का TAO कौन MR. ERCC (Excess Royalty Collection contractor) 

T 42 Service by S.G, C.G, U.T, L.A  by way of TELECOM SERVICE 
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OPERATOR or radio frequency spectrum before 1/4/2016 
 

I 43 Leasing of assets (Rolling stock asset including wagons, coaches, locos) 
by IRFC (INDIAN RAILWAY FINANCE CORPORATION) to Indian railway   

T 47 Service by CG, SG, UT, LA by way of (i) registration required under any 
law or (ii) TESTING, calibration, safety check for protection of 
workers/consumers or public at large 
 

For 47A FSSAI 

Passport 

का  

61 Service provided by CG, SG, UT, LA, FOR (PASSPORT, DRIVING 
LICENSE, BIRTH/DEATH CERTIFICATE)   
 

T 62 Tolerating non performance contract for which liquidated damages to C.G 

A 63 Assignment to right to use natural resource(NR) to individual farmer or 
cultivation 

O 

कौन  

64 assignment (NR) before 1/4/2016 - one time charge payable 
 

M 65 Merchant overtime charges for deputing officer for inspection or 
container stuffing after office hour/holiday in relation to import/export 
cargo 

R 65A RTI 

ERCC 65B ERCC 
 

 

  

Entry 6: 

Q86. Department of Posts provided following services   

 Rs in lakh 

Basic mail services  – post card/inland letter card 200 

Transfer of money through money orders 100 

Operation of saving accounts 500 

Rural postal life insurance services 150 

Distribution of bonds   200 

Issuance of postal orders 500 

Collection of telephone and electricity bills for Tata Company 300 

Passport application form distribution by Post office 100 

Speed post services to Reliance Industries or to Send CD of Excus software to CENTAX PUBLICATION. 50 

Speed post service Provided By Dept. of Post for Sending SCN of I. Tax Dept/ Excise & Custom Dept. 19 

Express parcel post services 500 

Express Post service By Dept. of Post for Transferring Files of VAT dept. while shifting the Sales tax office. 600 

Compute the GST of Department of Posts   

Answer  

 Rs in lakh 

Basic mail services  – post card/inland letter card [Note – 2] Exempt  

Transfer of money through money orders [Note – 2] Exempt  

Operation of saving accounts [Note – 2] Exempt  

Rural postal life insurance services (life insurance service – Taxable) [Note – 1] 150 

Distribution of bonds   ( Agency Service – Taxable) [Note – 1] 200 

Issuance of postal orders [Note – 2] Exempt  

Collection of telephone and electricity bills for Tata Company (Agent service – Taxable) [Note – 1] 300 

Passport application form distribution by Post office( Agency service to Government) [Note – 3] Exempt  

Speed post services to Reliance Industries or to Send CD of Excus software to CENTAX PUBLICATION. [Note – 1] 50 

Speed post service Provided By Dept. of Post for Sending SCN of I.Tax Dept/ Excise & Custom Dept. (speed post service to 
Government – Exempt) [Note – 3] 

Exempt  

Express parcel post services [Note – 1] 500 
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Express Post service By Dept. of Post for Transferring Files of VAT dept. while shifting the Sales tax office. (Express parcel 
post service to Government – Exempt) [Note – 3] 

Exempt  

Taxable Value  1200 

CGST – 9% 108 

SGST – 9% 108 

Note – 1 – service by Department of post by way of speed post, express parcel post, agency and life insurance service is taxable. 
Note – 2 – all other services provided by Department of post are exempt 
Note -3 – service by Post office to other than government is taxable. Services supplied to Government are exempt. 
 

  
Example: 88 

Applicability of GST or not on following services provided by Government or Local Authority: 

S. 
No. 

Nature of service Taxability Who is liable to pay Remarks 

(i) Speed    Post    Service    provided    by 
Department of Post to Government 

Exempted 
supply 

NA Coved under entry no. 8 of 
exemption list. 

(ii) Express Parcel Post Services by Department 
of Post provided to a business entity 

Taxable 
supply 

Dept. of Post Not   covered   under   RCM (not 
specially exempted) 

(iii) Services in relation to an aircraft or a vessel, 
inside or outside the precincts of a port or an 
airport. 

Taxable 
supply 

Supplier of service Not   covered   under   RCM 
(also not exempted) 

(iv) Transport of goods or passengers Taxable 
supply 

Supplier of service -do- 

(v) Renting of immovable property for commercial 
nature to Business Entity whose turnover in 
the P.Y.is ` 6 lakh. 

Taxable 
supply 

Supplier of Service, if 
let out to unregistered 
person (i.e. Govt. or 
Local Authority) 

Not covered under any 
exemption. Recipient pay GST 
under RCM, if let out to 
Registered person 

(vi) Other   services   provided   to   business 
entity whose P.Y. turnover is ` 8 lakh. 

Exempted 
supply 

NA Covered under entry no. 7 and 
hence exempted from GST. 

(vii) Other   services   provided   to   business 
entity whose P.Y. turnover is ` 42 lakh. 

Taxable 
supply 

Business entity being 
recipient is liable to 
pay GST 

Covered  under RCM. It   is 
not covered under any 
exemptions. 

 

  
 

Entry 34A: 

Q91. India Corporations Ltd., a Public Sector Undertaking (PSU), has taken loan from a banking company - Wellness Bank. The loan 

was guaranteed by the Central Government. India Corporations Ltd. defaulted in the repayment of such loan. Examine whether the 

services of guaranteeing of loan by the Central Government, in the given case, is liable to GST. (ICAI Study Mat.) 

Answer:- 

Services supplied by Central Government, State Government, Union territory to their undertakings or Public Sector Undertakings 

(PSUs) by way of guaranteeing the loans taken by such undertakings or PSUs from the banking companies and financial institutions 

are exempt from GST vide exemption notification. In the present case, Central Government has guaranteed the loan taken by India 

Corporations Ltd. [a PSU], from Wellness Bank, [a banking company]. Consequently, services provided by the Central Government, in the 

form of guarantee of loan, are exempt from tax.  

 
Q96.  On Entry 9, 65 
Taj Pvt. Ltd., received the following services from the Government of India during the taxable period: 
1.   Application fee paid towards processing of application for issuance of advance authorization ` 12,000. 

2.   Security services provided by Government security agency for a period of four months for a total consideration of ` 6,000: 

a.   Jan 20XX – Part payment ` 500 

b.   Feb 20XX – Part payment ` 2,000  
c.    Mar 20XX – Part payment ` 2,000 

d.    April 20XX – Final payment ` 1,500. 

3.   Customs authorities have charged Merchant Over Time (MOT) fee for ` 1,000 at the time of special warehousing of goods. 
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Find the total GST payable by Taj Pvt. Ltd. if any?  
Note: Previous Turnover of Taj Pvt. Ltd. ` 21 lakhs.  
Note: Applicable rate of GST 18% 
Answer: 
Statement showing GST liability of Taj Pvt. Ltd. 

S.No
. 

Particulars Value in ` Remarks 

1 Application fee paid towards processing of application for 
issuance of advance authorization 

12,000 Taxable supply of service. Since, 
amount exceeds ` 5,000. 

2 Security services provided by Government security agency. 
First F.Y 20XX-20XX (Jan to March) ` 4,500 
Next F.Y. 20XX-20XX  (April) ` 1,500 
The exemption shall apply only where the consideration charged 
for such service does not exceed ` 5,000 in a financial year. 

Nil Exempted   supply   of   service 
under entry no. 9. 

3 Merchant Overtime charges Nil Exempted   supply   of   service 
under Entry No. 65. 

 Total subject to tax under reverse charge 12,000  

 Total GST liability 2,160 12,000 x 18% 

 
Q97. M/s X Ltd. paid penalty under section 49 of the CGST Act, 2017 ` 20,00,000 to the Government Department in the month of Oct 2017. Is it 
taxable supply under the GST law? 
Answer: 
It is not a supply of service. The fine or penalty chargeable by Government or local authority imposed for violation of statute, bye-laws, rules or 
regulations are not leviable to GST. Such fines or penalty are not recovered for tolerating non-performance of a contract. 
 
Q98. A contract awarded by Bombay Municipal Corporation (BMC) for repair of a particular road to M/s B Ltd of Mumbai with terms and conditions 
that the entire work should be completed within 30 days. However, there is a delay of 10 days to complete the work. BMC charged liquidated 
damages of ` 1,20,000 and the same recovered from M/s B Ltd. 
Applicable rate of GST 18% Find the following: 
(a) Who is liable to pay GST and on what amount?  
(b) Total GST liability if any. 
Note: Previous year turnover of M/s B Ltd. was ` 88 lakh.  
Answer: 
(a) It is supply of service. 
M/s B Ltd. being recipient of service is liable to pay GST on ` 1,20,000 (i.e. Reverse Charge applicable). Since, the contractor has performed the 
contract, but there is a delay of 10 days. 
(b) GST liability = ` 21,600 
Note: 

(i) It appears the liquidated damages recovered by local authority for delay in performance in contract will not be covered under 
exemption list of GST. The contract has been performed in such cases, GST will be payable on the same. 

(ii) Services provided by Government or a local authority by way of tolerating non-performance of a contract for which consideration in 
the form of fines or liquidated damages is payable to the Government or the local authority under such contract; is exempted from 
GST 

 

  
 

Entry 43: 

Q101.   Following are the services provided by ABC Ltd. 

 Rs in lakh  

leasing of assets (rolling stock assets including wagons, coaches, locos) by the Indian Railways Finance 
Corporation to Indian Railways 

200 

Calculate GST 

Answer – it is taxable under GST.  
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Entry 65B: 

Q111.   

 Particulars  Amt 

1  Amount charged by SG for assignment of right to collect royalty to ERCC on behalf of 
the State Government 

50 Lac 

2 GST on assignment of right to collect royalty to ERCC 9 lac 

   

Calculate the GST exemption  in following cases on assignment of right to collect royalty if 
GST deposited by Mining lease holder on Royalty is 
Case 1 – Rs 10 lac, Case 2 – Rs 7 lac  
Ans  
 Case 1  

GST deposited by mining lease holders on royalty > GST exempted on service provided by SG to the 
ERCC of assignment of right to collect royalty 

10 LAC > 9 LAC 

HENCE GST EXEMPT ON assignment of right to collect royalty = 9 LAC  
 
 
Case 2 

GST deposited by mining lease holders on royalty < GST exempted on service provided by SG to the 
ERCC of assignment of right to collect royalty 

7 LAC < 9 LAC 

HENCE GST EXEMPT ON assignment of right to collect royalty = 7 LAC  
GST PAYABLE = GST exempted on the service provided by State Government to the ERCC of assignment of right to collect royalty – GST paid by 
the mining lease holders on royalty 

= 9 LAC – 7 LAC = 2 LAC 

 

H Health  Entry/Sl. No. – 46, 73, 74, 74A, 75 

46 year के Animal or Bird के veterinary ने ,   

73 year के बच्चे को जन्म कदया – उसका Cord Blood  ले ललया ,  

74 year का होते ही Health care service के ललए hospital में Admit, 

क्यों, नशेड़ी हो गया था, तो 74A में Rehabilitation Professional से उपचार  ,  

75 year का होते ही – Common Bio- medical Waste treatment facility  का काम शुरू ककया  

 

Entry 46, 73, 74: 

Q112.   Following are the services provided by ABC Ltd. 

 Rs in lakh  

Charges for diagnosis of disease, treatment by Hospital, clinic 200 

Charges for diagnosis of disease, treatment by Authorised Practitioner 100 

Charges for diagnosis of disease, treatment by Paramedics 300 

Palliative care for terminally ill patients at patient‘s home (Palliative care is given to improve the quality of 
life of patients who have a serious or life-threatening disease but the goal of such care is not to cure the 
disease) 

125 

Charges of health care service under Recognised System of medicines- Aliopathy, Naturopathy, 
Ayurveda, Homeopathy, Yoga, Sidhha, Unani 

400 

Charges of health care service under unrecognised System of medicines- Acupressure, acupuncture, 
reki, colour therapy 

300 

Pranic healing treatment. Such treatment is not a recognized system of medicine u/s 2(h) of Clinical 
establishment Act 2010 

200 

Charges for ambulance for transportation of patients from various locations to clinical establishment by 
Clinic 

800 

Charges for ambulance for transportation of patients to clinical establishment  by Private Person  500 

Charges for Hair transplant service provided 400 

Charges for Plastic surgery 100 



CA Manoj Batra     262 
 
Charges for plastic surgery for affected part to restore anatomy, affected due to injury/accident or 
congenital defect 

1000 

Charges for cosmetic surgery for beauty appearance 900 

Services by cord blood bank unit of the nursing home for preservation of stem cells 100 

service provided by Private service provider to the State Governments by way of transportation of 
patients on behalf of the State Governments 

200 

Mortuary Service 300 

Services by a veterinary clinic in relation to health care of animals or birds. 100 

Calculate Taxable Value  

Answer 

 Rs in lakh  

Charges for diagnosis of disease, treatment by Hospital, clinic [Note 1] Exempt 

Charges for diagnosis of disease, treatment by Authorised Practitioner [Note 1] Exempt 

Charges for diagnosis of disease, treatment by Paramedics [Note 1] Exempt 

Palliative care for terminally ill patients at patient‘s home (Palliative care is given to improve the quality of 
life of patients who have a serious or life-threatening disease but the goal of such care is not to cure the 
disease) [Note 1(a)] 

Exempt 

Charges of health care service under Recognised System of medicines- Aliopathy, Naturopathy, 
Ayurveda, Homeopathy, Yoga, Sidhha, Unani [Note 1] 

Exempt 

Charges of health care service under unrecognised System of medicines- Acupressure, acupuncture, 
reki, colour therapy [Note 2] 

300 

Pranic healing treatment. Such treatment is not a recognized system of medicine u/s 2(h) of Clinical 
establishment Act 2010 [Note 2] 

200 

Charges for ambulance for transportation of patients from various locations to clinical establishment by 
Clinic [Note 3] 

Exempt 

Charges for ambulance for transportation of patients to clinical establishment  by Private Person [Note 3] Exempt 

Charges for Hair transplant service provided [Note 4] 400 

Charges for Plastic surgery [Note 4] 100 

Charges for plastic surgery for affected part to restore anatomy, affected due to injury/accident or 
congenital defect [Note 4] 

Exempt 

Charges for cosmetic surgery for beauty appearance [Note 4] 900 

Services by cord blood bank unit of the nursing home for preservation of stem cells [Note 5] Exempt 

service provided by Private service provider to the State Governments by way of transportation of 
patients on behalf of the State Governments 

Exempt 

Mortuary Service [Note 6] Not Supply 

Services by a veterinary clinic in relation to health care of animals or birds. [Exempt under Entry 46] Exempt  

Notes  
1. Services by way of- health care services by a clinical establishment, an authorised medical practitioner or para-medics under recognised 

medicine are exempt from GST. 
a. Health care service is exempt, whther provided at clinical establishment or at home of patient. 

2. Charges of health care service under unrecognised System of medicines is taxable 
3. Services provided by way of transportation of a patient in an ambulance are exempt from GST. 
4. Hair Transplant, cosmetic or plastic surgery is taxable. However if these are done due to injury or congenital defect, then it is exempt. 
5. Services provided by the cord blood banks by way of preservation of stem cells or any other service in relation to such preservation are 

exempt from GST. 
6. service provided by PSPs to the State Governments by way of transportation of patients on behalf of the State Governments 

against consideration in the form of fee or otherwise charged from the State Government, it is clarified that the same would be 
exempt under - 

a. Sl. No. 3 of notification No. 12/2017-Central Tax (Rate), dated 28-6-2017 if it is a pure service and not a composite supply 
involving supply of any goods, and 

b. Sl. No. 3A of notification No. 12/2017-Central Tax (Rate), dated 28-6-2017 if it is a composite supply of goods and 
services in which the value of supply of goods constitutes not more than 25 per cent of the value of the said 
composite supply. 

7. Mortuary Service are neither supply of goods nor service as specified in Schedule III of CGST Act 2017. 
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Q113.  Ayushman Medical Centre, a clinical establishment, offers the following services: 

S.No.  Particulars  Rs. *  

(i)  Reiki healing treatments. Such therapy is not a recognized system of medicine in terms of section 2(h) of Clinical 
Establishments Act, 2010.  

10,00,000  

(ii)  Plastic surgeries.  
[One such surgery was conducted to repair cleft lip of a new born baby.  
Consideration of Rs. 1,00,000 was charged for the same.]  

20,00,000  

(iii)  Air ambulance services to transport critically ill patients from distant locations to Ayushman Medical Centre.  1,00,000  

(iv)  Alternative medical treatments by way of Ayurveda/Yoga. Such therapy is a recognized system of medicine in terms of 
section 2(h) of Clinical Establishments Act, 2010  

2,50,000  

*excluding GST  
Ayushman Medical Centre also operates a cord blood bank which provides services in relation to preservation of stem cells. You are required to 
compute the value of supply and GST liability [CGST & SGST or IGST] of Ayushman Medical Centre, if any, in the light of relevant GST 
provisions.  
Note – All the services provided by Ayushman Medical Centre are intra -State supplies. Assume the rates of CGST, SGST and IGST to be 9%, 
9% and 18% respectively.  

(CA Inter MTP -May 2018)  
Answer  
(i) Health care services provided by, inter alia, a clinical establishment in India are exempt from GST vide Notification No. 12/2017 CT (R). dated 

28.06.2017.  
(ii) The definition of „health care services‟ stipulates that such services must be provided in any recognized system of medicines.  
(iii) As per section 2(h) of Clinical Establishments Act, 2010, recognised system of medicine means allopathy, yoga, naturopathy, ayurveda, 

homeopathy, siddha and unani system of medicines or any other system of medicines as may be recognised by the Central Government.  
Accordingly, value of supply and GST liability of Ayushman Medical Centre will be computed as follows 
 
 
 

S.No.  Particulars  Rs.  

(i)  Reiki healing treatments  
[Not a recognized system of medicines]  

10,00,000  

(ii)  Plastic surgeries [ Rs. 20,00,000 – Rs. 1,00,000]  
[„Health care services‟ specifically excludes, inter alia, cosmetic or plastic surgery except when 
undertaken to restore/reconstruct anatomy/functions of body affected due to congenital defects, 
developmental abnormalities, injury or trauma]  

19,00,000  

(iii)  Air ambulance services to transport critically ill patients from distant locations to the Medical Centre  
[„Health care services‟ specifically includes services by way of transportation of the patient to and from a 
clinical establishment ]  

Nil  

(iv)  Alternative medical treatments by way of Ayurveda/Yoga [Being a recognized system of medicines]  Nil  

  Value of supply  29,00,000  

  CGST @ 9%  2,61,000  

  SGST @ 9%  2,61,000  

 

 

Q114.- Shiva Medical Centre, a Multi-speciality hospital, is a registered supplier in Mumbai. It hires senior doctors and consultants 

independently, without entering into any employer-employee agreement with them. These doctors and consultants provide 

consultancy to the in-patients - patients who are admitted to the hospital for treatment – without there being any contract with such 

patients. In return, they are paid the consultancy charges by Shiva Medical Centre.  

However, the money actually charged by Shiva Medical Centre from the in-patients is higher than the consultancy charges paid to the 

hired doctors and consultants. The difference amount retained by the hospital, i.e. retention money, includes charges for providing 

ancillary services like nursing care, infrastructure facilities, paramedic care, emergency services, checking of temperature, weight, blood 

pressure, etc.  

The Department took a stand that senior doctors and consultants are providing services to Shiva Medical Centre and not to the 

patients. Hence, their services are not the health care services and must be subject to GST. Further, GST is applicable on the 

retention money kept by Shiva Medical Centre. You are required to examine whether the stand taken by the Department is correct. 

(ICAI Study Mat.) 

Answer:-  

 No, the stand taken by the Department is not correct.  
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Services by way of health care services by a clinical establishment, an authorised medical practitioner or para-medics are exempt from 
GST vide exemption notification.  

Health care services have been defined to mean any service by way of diagnosis or treatment or care for illness, injury, deformity, 
abnormality or pregnancy in any recognised system of medicines in India and includes services by way of transportation of the patient to 
and from a clinical establishment, but does not include hair transplant or cosmetic or plastic surgery, except when undertaken to restore or 
to reconstruct anatomy or functions of body affected due to congenital defects, developmental abnormalities, injury or trauma.  

Circular No. 32/06/2018 GST dated 12.02.2018 has clarified that the entire amount charged by the hospitals from the patients including 
the retention money and the fee/payments made to the doctors etc., is towards the healthcare services provided by the hospitals to the 
patients and is exempt from GST. In view of the same, GST is not applicable on the retention money kept by Shiva Medical Centre.  

The circular also clarifies that services provided by senior doctors/ consultants/ technicians hired by the hospitals, whether 
employees or not, are also healthcare services exempt from GST. Hence, services provided by the senior doctors and consultants 
hired by Shiva Medical Centre, being healthcare services, are also exempt from GST. 
 

Question 115:- Vedanta Hospital, Gurgaon has its own restaurant – Annapurna Bhawan - in the basement which supplies food to its 

in-patients (patients admitted in the hospital) as per the advice of the doctor/nutritionist. Annapurna Bhawan also supplies food to other 

patients (who are not admitted) or their attendants or visitors. The food is prepared by the employees of the hospital and nothing is 

outsourced to any third-party vendors.   Vedanta Hospital is of the view that all services provided by a clinical establishment are 

exempt from GST and thus, it is not liable to pay any tax. You are required to test the correctness of the view taken by Vedanta 

Hospital. (ICAI Study Mat.) 

Answer:-  

Services by way of health care services by a clinical establishment, an authorised medical practitioner or para-medics are exempt from 

GST vide exemption notification. Circular No. 32/06/2018 GST dated 12.02.2018 has clarified that food supplied by the hospital canteen to 

the in-patients as advised by the doctor/nutritionists is a part of composite supply of healthcare services and is not separately 

taxable. Thus, it is exempt from GST.  

However, other supplies of food by a hospital to patients (not admitted) or their attendants or visitors are taxable. In view of the 

same, GST is not applicable on the food supplied by Annapurna Bhawan to in-patients as advised by doctors/nutritionists while other 

supplies of food by it to patients (not admitted) or their attendants/visitors are taxable. 

 

 
Q116. Determine Taxable value from following services provided 

Healthcare services provided by the hospitals to the patients charged 
10,000 

Amount paid for providing above Services by senior doctors/consultants/technicians hired by Well-Being hospital, These are employees of 
Well-Being hospital 

7,500 

Amount paid for providing above Services by senior doctors/consultants/technicians hired by Well-Being hospital, These are Providing 
service in independent capacity to Well-Being hospital 

7,500 

Food supplied to the in-patients as advised by the doctor/nutritionists 
6,000 

supplies of food by a hospital to patients (not admitted) or their attendants or visitors 8,000 

Answer  

Healthcare services provided by the hospitals to the patients charged 
EXEMPT 

Amount paid for providing above Services by senior doctors/consultants/technicians hired by Well-Being hospital, These are 
employees of Well-Being hospital 

Not supply as per 

Sch III 

Amount paid for providing above Services by senior doctors/consultants/technicians hired by Well-Being hospital, These are 
Providing service in independent capacity to Well-Being hospital 

EXEMPT 

Food supplied to the in-patients as advised by the doctor/nutritionists 
EXEMPT 

supplies of food by a hospital to patients (not admitted) or their attendants or visitors 8,000 

Note: See Above Que for Reasons 
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Entry 74A: 

Q117. Mr. A , is a rehabilitation professional recognised under the Rehabilitation Council of India Act, 1992  

Services provided by way therapy or counselling related to of rehabilitation at medical establishments, educational institutions, rehabilitation 
centers established by CG/SG 

12 

Services provided by way therapy or counselling related to of rehabilitation at  Rehabilitation center established by an entity registered under 
section 12AA or 12AB of the Income-tax Act, 1961  

20 

 Whether it is liable to GST 
 Answer  

Services provided by way therapy or counselling related to of rehabilitation at medical establishments, educational institutions, 
rehabilitation centers established by CG/SG 

Exempt  

Services provided by way therapy or counselling related to of rehabilitation at  Rehabilitation center established by an entity registered 
under section 12AA or 12AB of the Income-tax Act, 1961  

Exempt 

Note: Services provided by rehabilitation professionals recognised under the Rehabilitation Council of India Act, 1992  by way of rehabilitation, 

therapy or counselling and such other activity as covered by the said Act at medical establishments, educational institutions, rehabilitation centers 

established by Central Government, State Government or Union territory or an entity registered under section 12AA or 12AB of the Income-tax Act, 

1961 is exempt vide Entry 74A. 

Entry 75: 

Q118.    
Bhushan Biomedical Waste Ltd. is providing service of bio-medical waste treatment to Vishudhi Pharma Company. For such services, 

Bhushan Biomedical Waste Ltd. has charged a fixed sum on monthly basis. Whether the service provided by Bhushan Biomedical 

Waste Ltd. is exempt under GST? (ICAI Study Mat.) 

Answer:-  

Services provided by operators of the common bio-medical waste treatment facility to a clinical establishment by way of treatment or 

disposal of bio-medical waste or the processes incidental thereto are exempt GST vide exemption notification. Further, the term ―clinical 

establishment‖ means a hospital, nursing home, clinic, sanatorium or any other institution by, whatever name called, that offers services 

or facilities requiring diagnosis or treatment or care for illness, injury, deformity, abnormality or pregnancy in any recognised system of 

medicines in India, or a place established as an independent entity or a part of an establishment to carry out diagnostic or investigative 

services of diseases In the present case the bio-medical waste treatment services are being provided to a pharma company. The 

definition of term ―clinical establishment‖ does not cover a pharma company within its purview. Therefore, services provided by Bhushan 

Biomedical Waste Ltd. to Vishudhi Pharma Company are not exempt from GST. 

 

  

Entry 40: 

Q125.   Following are the services provided by ABC Ltd. 

 Rs in lakh  

Insurance under Pradhan Mantri Rastriya Swasthya Suraksha Mission (PMRSSM) (Ayushman Bharat) 
for which total premium is paid by the central government  

200 

General Insurance policies provided by a State Government to employees of the State 
government/ Police personnel, employees of Electricity Department or students of colleges/private 
schools etc. where 100% premium is paid by State Government 

100 

General Insurance policies provided by a State Government to employees of the State 
government/ Police personnel, employees of Electricity Department or students of colleges/private 
schools etc. where premium is paid by employees of SG/Police Personnel, employees of Electricity 
Department or students etc 

300 

Calculate GST  

Answer – 

 Rs in lakh  

Insurance under Pradhan Mantri Rastriya Swasthya Suraksha Mission (PMRSSM) (Ayushman Bharat) Exempt  
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for which total premium is paid by the central government [Exempt under Entry 40] 

General Insurance policies provided by a State Government to employees of the State 
government/ Police personnel, employees of Electricity Department or students of colleges/private 
schools etc. where 100% premium is paid by State Government [Exempt under Entry 40] 

Exempt  

General Insurance policies provided by a State Government to employees of the State 
government/ Police personnel, employees of Electricity Department or students of colleges/private 
schools etc. where premium is paid by employees of SG/Police Personnel, employees of Electricity 
Department or students etc [Exempt under Entry 6, which exempts Services by Central Government, 
State Government, Union territory or local authority to other than Business Entity] 

Exempt  

  

 

J Janeman – 
Aaaaa 
Artist 

Entry/Sl. No. – 78  

Services by an Performing artist in folk or classical art forms of- music, or dance, or theatre, 
if per performance ≤1,50,000 
Note: No Exemption for Brand ambassador  

 

Entry 78:  

 
Q127. Mr. Navab, a performing artist, provides the following information relating to August,20XX.  
Receipts from:   

Performing classical dance 98,000 

Performing in television serial 2,80,000 

Services as brand ambassador 12,00,000 

Coaching in recreational activities relating to arts 2,10,000 

Activities in sculpture making 3,10,000 

Performing western dance 90,000 

 
Determine the value of taxable supply of services and GST payable by Mr. Navab for August, 2017. GST @ 18% 
 
Answer: 

Receipts from Value in ` Remarks 

Classical dance Nil Exempt as receipt is less than or equal to ` 
1,50,000 

Performing in television serial 2,80,000  

Brand ambassador 12,00,000  

Coaching in recreational activities in relation to arts Nil  

sculpture making 3,10,000  

Western dance 90,000  

Value of taxable supply of service 18,80,000  

GST 18% 3,38,400  

 

K 

K Khel - Sports Entry/Sl. No. – 9A, 9AA, 53, 68 

9A – Service by/to FIFA ( and its subsidiaries) – related to events under FIFA U- 17 world Cup, 2017 
9AA – Service by/to FIFA ( and its subsidiaries) – related to events under FIFA U- 17 Women‘s 
world Cup, 2020 
53 – Sponsorship service of sporting events (orgainised by certain bodies) 
68 – R U CPT (Referee, umpire, Coach, Player, Team manager ) Service for participation in sports 
event organised by Recognised Sports Body 
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Entry 68: 

Q109. An individual acts as a referee in a football match organized by Sports Authority of India. He has also acted as a referee in another charity 
football match organized by a local sports club, in lieu of a lump sum payment. Discuss whether he is required to pay any GST?  [ICAI Study Mat.] 
Answer: 
Services provided to a recognized sports body by an individual inter alia as a referee in a sporting event organized by a recognized sports body is 
exempt from GST.  
Since in the first case, the football match is organized by Sports Authority of India, which is a recognized sports body, services provided by the 
individual as a referee in such football match will be exempt.  
However, when he acts as a referee in a charity football match organized by a local sports club, he would not be entitled to afore-mentioned 
exemption as a local sports club is not a recognized sports body and thus, GST will be payable in this case.  
 

 

L Legal Entry/Sl. No. -  45  

45 – Legal Service  

 

Entry 45: 

Q113.   Following are the services provided by Arbitral Tribunal 

 Rs in lakh  

Service provided by Arbitral Tribunal to Mr. A (Non Business entity) 200 

Service provided by Arbitral Tribunal to M/S ABC Ltd having Turnover of Rs 20 lakh in the Previous Year 500 

Service provided by Arbitral Tribunal to Mr. C having Turnover of Rs 60 lakh in the Previous Year who is 
opting composition scheme. 

400 

Calculate Taxable Value for Arbitral Tribunal 

Answer 

 Rs in lakh  

Service provided by Arbitral Tribunal to Mr. A (Non Business entity) [Note 1] Exempt 

Service provided by Arbitral Tribunal to M/S ABC Ltd having Turnover of Rs 20 lakh in the Previous Year 
[Note 1] 

Exempt  

Service provided by Arbitral Tribunal to Mr. C having Turnover of Rs 60 lakh in the Previous Year who is 
opting composition scheme. (GST payable by Mr. C under Reverse Charge) 

------ 

Note 1 – service provided by Arbitral Tribunal 
(i) to any person other than a business entity; or 
(i) to a business entity with an aggregate turnover up to such amount in the preceding FY as makes it eligible for exemption from 

registration under the CGST Act, 2017 is exempt 
Note 2 – Mr. C is having Turnover of Rs 60 lac. Hence it is taxable and Mr. C is liable to pay GST under reverse charge. 
 

Question 1:- Examine whether the following independent intra-State services are exempt from GST: 

(a) Legal services provided by BMC & Partners, Delhi, a partnership firm of advocates, to Vastukaar Enterprises, 
registered in Delhi, providing architect services (with preceding financial year‘s aggregate turnover as ` 21 lakh). (ICAI 
Study Mat.) 

Answer:-  

(a )    Services provided by a partnership firm of advocates or an individual as an advocate other than a senior advocate, by way of 

legal services to a business entity with an aggregate turnover up to such amount in the preceding financial year as makes it eligible for 

exemption from registration under the CGST Act, 2017, are exempt from GST vide Notification No. 12/2017 CT (R) dated 28.06.2017 

(hereinafter referred to as exemption notification). Since in the given case, services are being provided by the partnership firm of advocates 

- BMC & Partners to a business entity – Vastukaar Enterprises whose aggregate turnover in the preceding FY exceeded ` 20 lakh 

i.e. the threshold limit for registration applicable to a service provider in Delhi, said services are not exempt from GST. 
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M Mutual 
Concern 

Entry/Sl. No. – 77, 77A 

77 – Trade union to member, contribution for exempt service, RWA – 7500 p.m per member 
contribution,  
77A – Service by mutual concerns to member – membership fee upto Rs 1000 p.a per member [ 
Mutual concern engaged in welfare of industrial/agricultural labour or promotion of 
trade/commerce/industry/agriculture/art/science/literature/culture/sports/education/ social welfare/ 
charitable activities/ protection of environment  

 

Entry 77: 

  

Q117. Is the RWA entitled to take ITC of GST paid on input and services used by it for making supplies to its members and use such ITC for 

discharge of GST liability on such supplies where the amount charged for such supplies is more than Rs. 7,500/- per month per member?  

Answer:  

RWAs are entitled to take ITC of GST paid by them on capital goods (generators, water pumps, lawn furniture etc.), goods (taps, pipes, other 

sanitary/hardware fillings etc.) and input services such as repair and maintenance services.  

 

Q118. Where a person owns 2 or more flats in the housing society/residential complex, whether the ceiling of Rs. 7,500/- per month per member on 

the maintenance for the exemption to be available shall be applied per residential apartment or per person?  

Answer:  

As per general business sense, a person who owns 2 or more residential apartments in a housing society/residential complex shall normally be a 

member of the RWA for each residential apartment owned by him separately. The ceiling of Rs. 7,500/- per month per member shall be applied 

separately for each residential apartment owned by him. 

 For example, if a person owns 2 residential apartments in a residential complex and pays Rs. 15,000/- per month as maintenance charges towards 

maintenance of each apartment to the RWA (Rs. 7,500/- per month in respect of each residential apartment), the exemption from GST shall be 

available to each apartment 

 

Q119. Decide with reason whether the following independent services are exempt under CGST Act, 2017: 
Gokul Residents‘ Welfare Association received ` 9,000 per month as contribution from each member for sourcing of goods and services from third 

persons for common use of its members.  [CA Inter May 19] 

Answer:  

Service by an unincorporated body or a non- profit entity registered under any law to its own members - (a) as a trade union; (b) up to an 

amount of `7,500 per month per member by a housing society or a residential complex.  

In the given case, amount is exceeding `7,500 per month per member hence GST is payable on `9,000.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



CA Manoj Batra     269 
 
Q 120.  Que on resident welfare association 
 

 
 

 
 

Q121. The Resident Welfare Association (RWA) of Star Heaven Building Housing Society in Delhi provides the following information pertaining to 
amounts received by it in the month of Oct, 2017. 

Particular (`) 

Monthly subscription from member  [ 10000 each from 100 families] 10,00,000 

Electricity charges levied by State Electricity Board on the members of RWA (The same was collected from 
members and remitted to the Board on behalf of members). 

3,50,000 

Electricity charges levied by State Electricity Board on the RWA in respect of electricity consumed for common use 
of lifts and lights in common area. (Bill was raised in the name of RWA. RWA collected the said charges by 
apportioning them equally among 100 families and then, remitted the same to the Board.) 

4,00,000 

Proceeds from sale of Entry ticket to a musical performance conducted by RWA in park of society [ Ticket price Rs 
500 per person] 

5,00,000 

Other services to non-members 6,00,000 
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Find the taxable value of Service. 
Answer: 
Statement showing GST liability for the month of Oct 2017 
 

Particular (`) 

Monthly subscription from member  [ 10000 each from 100 families] 10,00,000 

Electricity  charges  levied  by  State  Electricity  Board  on  the  members  of  RWA  (i.e.  Pure  agent reimbursement expenses). Nil 

RWA collected Electricity charges by apportioning them equally among 100 families and then, 
remitted the same to the Board. 

Nil  

Proceeds from sale of Entry ticket to a musical performance conducted by RWA in park of society [ Ticket price Rs 500 per person] [ 
exempt if entry ticket is upto Rs 500 per person under enty 81] 

Exempt  

Other services to non-members 6,00,000 

Value of taxable supply of service   

 

 

O 
Org. 
Specified 
provide 
service 

Entry/Sl. No. – 30, 31, 31A, 31B, 32, 33 

30  - Services by ESIC to persons governed by ESI Act 1948 
31 - Services by EPFO to persons governed by EPF & MP Act 1948 
31A - Services by CMPFO to persons governed by CMPF & MP Act 1948 
31B - Services by NPS Trust to members 
32 – Services by IRDA to Insurers  
33 – Services by SEBI – Protection of investor interest, development & regulation of security market 

 

Entry 30, 31, 31A, 31B, 32, 33: 

Q128.   Following are the services provided by ABC Ltd. 

 Rs in lakh  

Services by the Employees‘ State Insurance Corporation to persons governed under the Employees‘ State Insurance Act, 1948 400 

Administration charges from Employers governed under the Employees Provident Funds and the Miscellaneous Provisions Act, 1952 200 

Amount charged by Insurance Regulatory and the Development Authority of India to insurers for granting, renewal of license  500 

Amount charged by SEBI for granting License and other charges from Stock Broker, Stock Exchange, Companies Listed on stock 
Exchange etc. for protecting the interests of investors in securities 

400 

Services by Coal Mines Provident Fund Organisation to persons governed by the Coal Mines Provident Fund and 
Miscellaneous Provisions Act, 1948 

5 

Services by National Pension System (NPS) Trust to its members against consideration in the form of administrative fee. 10 

 

Calculate Taxable Value  

Answer 

 Rs in lakh  

Services by the Employees‘ State Insurance Corporation to persons governed under the Employees‘ State Insurance Act, 1948 
[Exempt under Entry 30] 

Exempt  

Administration charges from Employers governed under the Employees Provident Funds and the Miscellaneous Provisions Act, 1952 
[Note-1] 

Exempt  

Amount charged by Insurance Regulatory and the Development Authority of India to insurers for granting, renewal of license  [Note-2] Exempt  

Amount charged by SEBI for granting License and other charges from Stock Broker, Stock Exchange, Companies Listed on stock 
Exchange etc. for protecting the interests of investors in securities [Note-3] 

Exempt  

Services by Coal Mines Provident Fund Organisation to persons governed by the Coal Mines Provident Fund and Miscellaneous 
Provisions Act, 1948 [Exempt in Entry 31A] 

Exempt  

Services by National Pension System (NPS) Trust to its members against consideration in the form of administrative fee. [Exempt in 
Entry 31B] 

Exempt  

 
Notes  
1. Services provided by the Employees Provident Fund Organisation to the persons governed under the Employees Provident Funds and the 

Miscellaneous Provisions Act, 1952 is exempt in entry 31. 
2. Services provided by the Insurance Regulatory and the Development Authority of India to insurers are exempt in entry 32. 
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3. Services provided by the Securities and Exchange Board of India set up under the Securities and Exchange Board of India Act, 1992 by way of 

protecting the interests of investors in securities and to promote the development of, and to regulate, the securities market is exempt in entry 33. 
  

R Renting Entry/Sl. No. – 12, 13, 14, 41 

12 – year में घर ककराय ेपर कदया  

13 – year में मकंदर की दकुान ककराय ेपर दी  

14 – year में Hotel का Room ककराय ेपर कदया  

41 – year में Industrial Plot – Long Term Lease पर कदया  

 

  

  
Q135. Sarva Sugam Charitable Trust, a trust registered under section 12AA or 12AB of the Income Tax Act, 1961, provides the following 
information relating to supply of its services for the month of August 20XX: (Mock Test Aug 18) (CA Final Sug May 18) Que for Practice  
 

Renting of residential dwelling for use as a residence  18,00,000 

Renting of rooms for pilgrims (Charges per day ` 1,200)  8,00,000 

Renting of rooms for devotees (Charges per day ` 750)  6,00,000 

Renting of kalyanamandapam (Charges per day ` 15,000)  12,00,000 

Renting of halls and open space (Charges per day `7,500) 10,75,000 

Renting of shops for business (Charges per month `9,500) 4,75,000 

Renting of shops for business (Charges per month `12,000) 7,50,000 

 
Compute the total taxable value of supply for the month of August20XX assuming that the above amounts are exclusive of GST and the 
rooms/ Kalyan Mandapam/ Halls/ Open space/ shops owned by the trust are located within the precincts of the religious place meant for 
general public. 
 
Answer: 
Notification No. 12/2017 CT (R) dated 28.06.2017/Notification No. 9/2017 IT(R) dated 28.06.2017[exemption notification] provides exemption to 
renting of precincts of a religious place meant for general public, owned/managed by, inter alia, an entity registered as a charitable trust under 
section 12AA or 12AB of the Income-tax Act. However, exemption is not available if: 
 
(i) Charges for rented rooms are ` 1,000 per day or more; 

(ii) Charges for rented community halls, Kalyan Mandapam, open area are`10,000 per day or more; 

(iii) Charges for rented shops are `10,000 per month or more. In view of the aforesaid provisions, value of supply of Sarva Sugam Charitable Trust 
for August, 20XX has been computed as under: 
 
Computation of value of supply of Sarva Sugam Charitable Trust for August, 20XX 
 

Renting of residential dwelling for use as residence[Exempt vide exemption notification] Nil 

Renting of rooms for pilgrims*[Since charges per day are not below `1,000] 8,00,000 

Renting of rooms for devotees[Since charges per day are below `1,000] Nil 

Renting of Kalyana Mandapam [Since charges per day are not below `10,000] 12,00,000 

Renting of halls and open spaces[Since charges per day are below ` 10,000] Nil 

Renting of shops for business[Since charges per month are below `10,000] Nil 

Renting of shops for business[Since charges per month are not below ` 10,000] 7,50,000 

Value of taxable supply 27,50,000 

 
Note: It is also possible to take a view that renting of rooms for pilgrims/devotees is a charitable activity relating to advancement of religion. In that 

case, said activity will be exempt under Entry 1 of Notification No. 12/2017 CT (R) dated 28.06.2017 (in case services are intra State supplies)/Entry 

14(b) of Notification No. 9/2017 IT (R) dated 28.06.2017(in case services are inter-State supplies. 
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Q136. Following are the details  

 Amount in Rs 

Service provided by saint by way of Geeta Path/Bible/Kuran/ Gurbani 5,00,000 

Services provided by Molvi/Pandit on marriage 8,00,000 

Renting of Rooms of Religious place owned by 12 AA entity – Amount charged per Room is Rs 999 per day 6,00,000 

Renting of Rooms of Religious place owned by 12 AA entity – Amount charged per Room is Rs 1001 per 
day 

10,00,000 

Gurdwara or Temple owned by 12AA or 12AB entity Premises let out for Holding prayers/ meeting/ 
marriage – Rs 9999 per day 

7,00,000 

Gurdwara or Temple owned by 12AA or 12AB entity Premises let out for Holding prayers/ meeting/ 
marriage – Rs 10000 per day 

15,00,000 

Renting of community hall or Kalyan Mandap or open area for Marriage by a trust or an institution 
registered under sub clause (v) of clause (23C) of section 10 of the Income-tax Act, where charges are 
Rs 9999 per day  

8,00,000 

Renting of community hall or Kalyan Mandap or open area for Marriage, where charges are Rs 15000 per 
day  

5,00,000 

Renting of shops to a doctor at monthly rent of Rs 9000  p.m by a Religious place not registered u/s 12AA 
or 12AB or 10(23C) or 10 (23BBA)   

8,00,000 

Renting of shops to a doctor at monthly rent of Rs 10000  p.m. by an entity registered u/s 12AA or 12AB 1,00,000 

Calculate Taxable Value  

Answer 

 Amount in Rs 

Service provided by saint by way of Geeta Path/Bible/Kuran/ Gurbani [Note – 1] Exempt  

Services provided by Molvi/Pandit on marriage [Note – 1] Exempt 

Renting of Rooms of Religious place owned by 12 AA entity – Amount charged per Room is Rs 999 per day 
[Note – 2] 

Exempt 

Renting of Rooms of Religious place owned by 12 AA entity – Amount charged per Room is Rs 1001 per 
day [Note – 2] 

10,00,000 

Gurdwara or Temple owned by 12AA or 12AB entity Premises let out for Holding prayers/ meeting/ 
marriage – Rs 9999 per day [Note – 3] 

Exempt 

Gurdwara or Temple owned by 12AA or 12AB entity Premises let out for Holding prayers/ meeting/ 
marriage – Rs 10000 per day [Note – 3] 

15,00,000 

Renting of community hall or Kalyan Mandap or open area for Marriage by a trust or an institution 
registered under sub clause (v) of clause (23C) of section 10 of the Income-tax Act, where charges are 
Rs 9999 per day  [Note – 3] 

Exempt 

Renting of community hall or Kalyan Mandap or open area for Marriage, where charges are Rs 15000 per 
day  [Note – 3] 

5,00,000 

Renting of shops to a doctor at monthly rent of Rs 9000  p.m by a Religious place not registered u/s 12AA 
or 12AB or 10(23C) or 10 (23BBA)  [Note – 4] 

8,00,000 

Renting of shops to a doctor at monthly rent of Rs 10000  p.m. by an entity registered u/s 12AA or 12AB 
[Note – 4] 

1,00,000 

Total value   

 Note 1 – service by a person by way of conduct of Religious ceremony is exempt 
Note 2 – Renting of Precincts of Religious place registered u/s 12AA or 12AB of Income Tax Act is exempt, but exemption is not available if the 
Room rent is Rs 1000 or more per day. 
Note 3 – Renting of Precincts of Religious place registered u/s 12AA or 12AB or 10(23c)(v) of Income Tax Act is exempt, but exemption is not 
available if renting of premises, Kalayan Mandpam  is Rs 10000 or more per day. 
Note 4 – Renting of Precincts of Religious place not registered u/s 12AA or 12AB of Income Tax Act is taxable, and exemption is not available to 
registered u/s 12AA or 12AB, if Shop rent is Rs 10000 or more per month. 
 

Entry 14: 

Q137.   Following are the services provided by ABC Ltd. 

 Rs  

Hotel room/ inn, guest house, club rooms , campsite having declared value of Rs 1200 per day but let out for 
value of Rs 1000 PER DAY 

1000 

Guest house, club, campsite having declared value of Rs 2000 per day but let out for value of Rs 1500 PER 1500 
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DAY 

Dharmshala rooms (non-commercial) given on rent having declared tariff of Rs 900 per room per day, but 
actual rent charged Rs 1600 

1600 

Party hall let out of Hotel 900 

Calculate Taxable value 
Answer 

 Rs 

Hotel room/ inn, guest house, club rooms, campsite having declared value of Rs 1200 per day but let out 
for value of Rs 1000 PER DAY [Note-1] 

Exempt  

Guest house, club, campsite having declared value of Rs 2000 per day but let out for value of Rs 1500 
PER DAY [Note-1] 

1500 

Dharmshala rooms (non-commercial) given on rent having declared tariff of Rs 900 per room per day, but 
actual rent charged Rs 1600 

1600 

Party hall let out of Hotel  [Note-2] 900 

Taxable value 4000 

Note 1 - Hotel, inn, guest house, club, and campsite let out for Residential and lodging purpose below OR EQUAL TO value of Rs 1000 per day is 
exempt. 
Note 2 – party Hall let out is not let out for residential or lodging purpose. Hence it is taxable. 
 
  
  

Entry 41: 

Q141. Renting service provided by State Government Industrial Development Corporations or Undertaking or by any other entity having 50 % or 
more ownership in the entity directly or through an entity which is wholly owned by the Central Government, State Government or Union territory 

 Rs in lakh  

One time upfront amount (payable or paid in one or more installments) charged (called as salami, cost, 
price, development charges or by any other name) payable in respect of the service, by way of granting long 
term (30 years, or more) lease of industrial plots,  

200 

Monthly Rentals Received by SGIDC for long term Lease.  500 

Calculate GST, assumed amounts are excluding GST 

Answer 

 Rs in lakh  

One time upfront amount (payable or paid in one or more installments) charged (called as salami, 
cost, price, development charges or by any other name) payable in respect of the service, by way of 
granting long term (30 years, or more) lease of industrial plots, [Note-1] 

Exempt 

Monthly Rentals Received by SGIDC for long term Lease. [Note-2] 500 

Taxable Value 500 

CGST – 9%  45 

SGST – 9% 45 

Note 1 – only one time upfront amount whether payable or paid in one or more installments received by SGIDC for lease of industrial plot is 
exempt. 
Note 2 – monthly rental is taxable. 
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S Start-up Entry/Sl. No. – 44, 48 

44 – service by incubate in STEP/TBI upto 50 lakh in F.Y for first 3 years 
48 – services by TBI/STEP recognised by NSTEDB & bio-incubator recognised by BIRAC 

 

Entry 44: 

  

Q143. Manoj Bara wants to develop software on GST as per requirements of clients/CA across India. But Capital and infrastructure is constraint. 
Amity innovation incubator recognised by STEP, ready to help Manoj Batra, a young entrepreneur by providing office space, computer, printer, Fax 
machine, Testing Lab, meeting Room and Accounting and other support service at a nominal cost of Rs 2 lakh in his building. Manoj Batra has 
developed software for various companies for which amount charged for inter-state supply is as follows: 

year Turnover 

1 12 lac 

2 60 lac 

3 35 lac 

4 40 lac 

Calculate GST payable by Manoj Batra, assuming CGST- 9% and SGST – 9%? 

Answer  

Since, all the 3 conditions are satisfied for 2 years. Hence GST will be calculated as follows- 

Year Turnover IGST  

1 12 lac Nil  Upto Rs 50 Lac is exempt 

2 
 

60 lac Upto 50 lac – Nil 
On 10 lac – 18%  

Since in P.Y (year – 1) total turnover had not 
exceeded Rs 50 Lac. Hence Upto Rs 50 Lac in 
current year is exempt 

3 35 lac  18% on  35 lac Since in P.Y (year – 2) total turnover exceeded Rs 
50 Lac. Hence EXEMPTION will not be allowed in 
Year 3. 

4 40 lac 40 lac * 18% Exemption is available upto 3 years. 

 

Q144. Cloud M Power Technologies Pvt. Ltd., is a business incubatee provided following taxable services in the financial year 2019-20 
Cloud computing services                                                                    =             ` 25,00,000 

Mobile application services                                                                  =             ` 20,00,000 
Social networking and location aware applications                         =             `10,00,000 
Note: 
(i)   Previous year taxable services is ` 22,00,000. 
(ii)  Service provider enter into an agreement with STEP in the year 2018-19. 
 
Find GST liability of Cloud M Power Technologies Pvt. Ltd. for the financial year 2019-20. Assume applicable rate of GST 18%.  
Answer: 
Statement showing GST liability of Cloud M Power Technologies Pvt. Ltd for the year 2019-20: 

Particulars Taxable Services in (`) Remarks 

Cloud computing services Nil Exempted up to ` 50 lakh 

Mobile application services Nil -do- 

Social      networking      and 
location aware applications 

5,00,000 Over and above ` 50 Lakh is taxable   

Taxable services 5,00,000  

CGST 9% 45,000 (5,00,000 x 9%) 

SGST 9% 45,000 (5,00,000 x 9%) 
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Entry 48: 

Q145. Manoj Batra wants to develop a water purifier. Presently water purifiers purify 30% water and rest 70% water is wasted. Due to innovative 
idea of Manoj Batra, he will be able to develop purifiers which purify at least 90% water. But finance and infrastructure is the constraint. Amity 
innovation incubator recognised by STEP, ready to help Manoj Batra, a young entrepreneur by providing office space, computer, printer, Fax 
machine, Testing Lab, meeting Room and Accounting and other support service at a nominal cost of Rs 2 lakh in his building.  Calculate GST 
payable by, Amity innovation incubator assuming CGST- 9% and SGST – 9%? 
Answer –  
Service provide by TBI or STEP recognised by NSTEDB is exempt. Hence No GST will be payable by Amity innovation incubator. 

 
Q146. Technopark Technology Business Incubator (T-TBI), provided the following taxable services in the financial year 
2019-20   
1.   Entrepreneurship Awareness Camps to a Business incubatee for ` 20 lakh. 

2.   Commercial space provided to AB Ltd. a non-incubatee for ` 2 lakh. Find GST liability of Technopark Technology Business Incubator? 
Answer: 
Statement showing GST liability of Technopark Technology Business Incubator 

Particulars Taxable services in (`) Remarks 

Entrepreneurship Awareness Camps to a Business incubatee. Nil Exempted service. 

Commercial space provided to AB Ltd. a non-incubatee Nil Exempted service 

Taxable supply of services Nil  

 

T 

T Transport – 
Passenger  

Entry/Sl. No. – 15, 16, 17 

15 – Passenger Transport-  Air से – North East State, Road स े(Non Ac Stage Carriage/Contract 

carriage से) 

16 – RCS (Regional Connectivity Scheme) Airport से  – Passenger Transport 

17 – MR India PM से – passenger Transport 

M – Metro, Monorail, Tramway 
R – Rail except 1st class, AC 
I – Inland water 
P – Public transport vessel except tourist vessel  
M – Metered cab, auto rickshaw, e-rickshaw (ENTRY 17) 

 

Entry 15: 

Q147.   Following are the services provided by ABC Ltd. 

 Rs in lakh  

Transport of passenger by Air with accompanied belongings in Economy class embarking from Assam 200 

Transport of passenger by Air in Business class embarking from Delhi to Nagaland 500 

Transport of passenger by Air in Economy class without accompanied belongings embarking from Delhi to 
Mumbai 

400 

Calculate Taxable Value. 
Answer 

 Rs in lakh  

Transport of passenger by Air with accompanied belongings in Economy class embarking from Assam [Note-
1] 

Exempt  

Transport of passenger by Air in Business class embarking from Delhi to Nagaland [Note-2] Exempt 

Transport of passenger by Air in Economy class without accompanied belongings embarking from Delhi to 
Mumbai [Note-3] 

400 

Taxable Value 400 

Note 1 – Transport of Passenger by Air embarking from Assam is exempt 
Note 2 – Transport of passenger by Air, if journey is terminating in airport at Nagaland is exempt. 
Note 3 – Transport of Passenger by Air from Delhi to Mumbai is taxable. 
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Q148. Following are the services provided 

Transport of passenger by Non Ac Maxi- cab/ motor cab for Point to Point Travel. The Maxi cab/Motor cab 
don‘t pick or drop the passengers during the journey except there decided stop. 

100 

Transport of passenger by AC Motor cab for Point to Point Travel. The Motor cab don‘t pick or drop 
the passengers during the journey except there decided stop. 

1000 

Transport of passenger by Non Ac Radio Taxi 900 

Transport of passenger by Non Ac contract carriage for Tourism 400 

Charter or hire on maxi-cab for Shadi 600 

Transport of passenger by Non Ac stage carriage 300 

Transport of passenger by AC stage carriage 200 

Calculate Taxable Value 

Answer 

Transport of passenger by Non Ac Maxi- cab/ motor cab [Note-1] Exempt  

Transport of passenger by AC Motor cab [Note-2] 1000 

Transport of passenger by Non Ac Radio Taxi [Note-3] 900 

Transport of passenger by Non Ac contract carriage for Tourism [Note-3] 400 

Charter or hire on maxi-cab for Shadi [Note-3] 600 

Transport of passenger by Non Ac stage carriage [Note-1] Exempt 

Transport of passenger by AC stage carriage [Note-2] 200 

Taxable value 3100 

Note 1 – Maxi cab and Motor Cab are covered by definition of contract carriage. Transport of Passenger by Non AC contract carriage is exempt. 
Note 2 - Transport of Passenger by AC contract carriage is taxable. 
Note 3 - Transport of Passenger by Radio Tax (AC or Non AC) or contract carriage for tourism or charter or hire is taxable. 
 
Q149. Air Bus Ltd, furnishes you the following information for computation of its GST liability for the month of Oct 2017. 

(a) Passenger travelling from Mizoram to Chennai – 2000 passengers, gross value per ticket ` 2,500 

(b) Passenger   travelling   from   Chennai - USA 500 passengers, USA - Chennai – 200 passengers, gross 
value per ticket 

` 45,000 

(c) Passengers  travelling from Mumbai – Tripura -    Mumbai  with  single  ticket  –  1000 passengers gross 
value per ticket 

` 5,000 

Air Bus Ltd. charging 40% passenger tax which is not included in the gross value per ticket. Find the value? 
All passengers are travelled in economic class except point (b).  
Answer: 
Statement Showing GST Liability of Air Bus Ltd. for Oct 2017. 
 

(a) From Mizoram to Chennai exempted supply 

(b) Passenger travelling from Chennai-USA (500 passengers x 45,000) 2,25,00,000 

Passenger tax  40% 90,00,000 

(c) From Mumbai – Tripura - Mumbai exempted supply 

Value of Taxable Supply of Services 3,15,00,000 

Note: Compulsory Inclusions: Any taxes, fees, charges levied under any law other than GST law, are required to 
be added to the price (if not already added) to arrive at the taxable value. 

 

Q150. Compute value of taxable supply of services of Air Speed Airlines located in Chennai for transportation of passengers by air from the following 
data relating to sums received exclusive of GST – 
 
(1)  Passengers embarking at Arunachal Pradesh: `5 lakhs;  

(2)  Amount for journey terminated at Assam: `4 lakhs; 
(3)  Amount charged from passenger for flights starting from USA to Chennai: ` 250 lakhs; 

(4)  Amount charged from passengers flying from Chennai to Sydney (Business class): ` 540 lakhs (excluding passenger taxes levied by 

government and shown separately on ticket: ` 100 lakhs). All passengers booked ticket from Delhi Office of Air Speed Airlines. 

(5)  Passengers embarking from Chennai to Coimbatore (Economic class): ` 4 lakhs (including passenger taxes levied by Government of 1 lakh). 
Passengers booked tickets From Chennai office of Air Speed Airlines. 
Find Value. 
 Answer: 
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Statement Showing GST Liability of Air Speed Airlines: 

(a) embarking at Arunachal Pradesh [ Exempt in entry 15] exempted supply 

(b) where journey terminated at Assam [Exempt in entry 15] exempted supply 

(c) from USA to Chennai [ Place of embarkation is USA i.e outside India, hence, place of 
supply of service is USA,  I.e outside India, hence not taxable) 

Not Taxable 

(d) from Chennai to Sydney (Business class) 4,40,00,000 

Passenger tax [ see note] 1,00,00,000 

(e) from Chennai to Coimbatore 4,00,000 (Economic class) 

Value of Taxable Supply of Services 5,44,00,000 

NOTE: Compulsory Inclusions: Any taxes, fees, charges levied under any law other than GST law, are required to be added to the price (if not 
already added) to arrive at the taxable value. 
 
 

Entry 16: 

Q151.   Following are the services provided by ABC Ltd. 

 Rs in lakh  

Transport of passenger with accompanied belongings by Air embarking from Regional connectivity scheme 
Airport – where consideration received from government as viability Gap funding. 

200 

Amount charged for Transport of passenger service to persons where journey terminating at Regional 
connectivity scheme Airport. 

500 

Calculate Taxable value. 

Answer  

 Rs in lakh  

Transport of passenger with accompanied belongings by Air embarking from Regional connectivity scheme 
Airport – where consideration received from government as viability Gap funding. [Note-1] 

Exempt  

Amount charged for Transport of passenger service to persons where journey terminating at Regional 
connectivity scheme Airport. [Note-2] 

500 

Taxable value 500 

Note 1 – service provided by Transport of Passenger by Air to Government from or to Regional connectivity scheme Airport and consideration is in 
form of Viability gap funding is exempt. 
Note 2 – service to other than Government by Transport of Passenger by Air from or to Regional connectivity scheme Airport is taxable. 
 

Entry 17: 

Q152. Safe Alps Cable Car Co runs a cable car to transport pilgrims uphill to a mountain top where a holy shrine is situated. Examine whether Safe 

Alps Cable Car Co is required to pay any Goods and services tax. 

Answer  

Service of transportation of passengers, with or without accompanied belongings, by — 

(a).... railways in a class other than— 

(i)..... first class; or 

(ii)... an air-conditioned coach; 

(b).... metro, monorail or tramway; 

(c).... inland waterways; 

(d).... public transport, other than predominantly for tourism purpose, in a vessel between places located in India; and 

(e).... metered cabs or auto rickshaws (including e-rick-shaws). 

Is exempt. 

Hence transport of pilgrims uphill to a mountain top where a holy shrine by cable car is taxable. 

 

 
Q153.   Following are the services provided by ABC Ltd. 

 Rs in lakh  

Transport of passenger  by Railway in General/sleeper class 200 

Transport of passenger  in first class, AC coach 500 

Transport of passenger  with accompanied belongings by metro, monorail 400 

Transport of passenger  by Tramway 100 
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Transport of passenger  by inland waterways 1000 

Service of transportation of passengers by National Waterways 50  

Transport of passenger  through tourism Vessel  from Chennai to port blair 900 

Transport of passenger  through vessel from Port Blair to Havelock 400 

Transportation of passenger from Mumbai to Chennai port in a vessel and such service in not for tourism 
purpose 

12  

Transport of passenger  by metered cab, auto rickshaw 300 

Transport of passenger  by e-rickshaw 200 

Transport of passenger  by cycle, scooter, Rickshaw 100 

Transport of passenger  by vessel from India to USA 500 

Transport of passenger  by Air from India to Japan 400 

Transport of passenger  by Ropeway, cable car, Aerial Tramway 700 

  

Calculate Taxable Value. 

Answer 

 Rs in lakh  

Transport of passenger  by Railway in General/sleeper class [Note-1] Exempt  

Transport of passenger  in first class, AC coach [Note-1] 500 

Transport of passenger  with accompanied belongings by metro, monorail [Note-2] Exempt 

Transport of passenger  by Tramway [Note-2] Exempt 

Transport of passenger  by inland waterways [Note-2] Exempt 

By National Waterways [ Since National Waterways are covered in definition of Inland waterways, 
exempt in Entry 17 

Exempt 

Transport of passenger  through tourism Vessel  from Chennai to port Blair [Note-3] 900 

Transport of passenger  through vessel from Port Blair to Havelock [Note-3] Exempt 

In a vessel from Mumbai in Chennai and such service in not for tourism [ Since it is Public 
transport in a vessel sailing in India and not for tourism, Exempt in Entry 17] 

Exempt 

Transport of passenger  by metered cab, auto rickshaw [Note-4] Exempt 

Transport of passenger  by e-rickshaw [Note-4] Exempt 

Transport of passenger  by cycle, scooter, Rickshaw [Note-5] 100 

Transport of passenger  by vessel from India to USA [Note-6] 500 

Transport of passenger  by Air from India to Japan [Note-6] 400 

Transport of passenger  by Ropeway, cable car, Aerial Tramway [Note-5] 700 

Taxable Value 3100 

Notes  
1. Transport of passenger by Rail other than first class or AC coach is exempt. 
2. Transport of passenger by metro, Monorail, tramway or inland water way is exempt. 
3. Transport of passenger by normal vessel is exempt. But by Tourist vessel is taxable. 
4. Transport of passenger by meter cab, auto rickshaw, and e-rickshaw is exempt. 
5. Transport of passenger by cycle, scooter, rickshaw, cable car, aerial tramway is taxable. 
6. As per sec 12 of IGST Act, place of supply for transport of passenger to unregistered person is from where he embarks in the Aircraft or 

boarded in vessel. Hence place of supply is Taxable Territory (India). Hence it is taxable. 
 

  

 

 

T Transport – 
goods   

Entry/Sl. No. – 18, 19, 19A, 20, 21, 21A, 21B 

18 – Road (except GTA, Courier), Inland Waterway Goods Transport 

19 – imported goods का Transport by Air 

19A & 19B – Exported goods का Transport by Air/Vessel – exempt till sep 2022 

20 – Rail Vessel से transport of – NARD – OM – Railway Equipment  

21 – GTA स ेgoods transport– NARD – OM – 750/1500 (Newspaper or magazines, Agriculture 

produce, Relief material meant for victims of natural or man-made disaster, Defence or Military 
equipment, Organic manure, Milk, salt and food grain including flour, pluses and rice) 

21A – GTA ने unregistered specified recipient को service दी  
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21B – GTA ने [Govt Dept, Local authority, Govt agency] Registered in GST as TDS Deductor को 

service दी  

 

Entry 18: 

 

Q156.   Following are the services provided by ABC Ltd courier Agency registered at Delhi. 

 Rs in lakh  

Amount charged from companies registered at Delhi (Corporate Customers) for transportation of goods to 
Mumbai ( it includes value of packing of goods and documents in boxes and envelopes of Rs 10 lakh) 

200 

Amount charged from CECO LTD OF Delhi for transportation of goods to USA ( it includes value of packing of 
goods and documents in boxes and envelopes) 

500 

Amount charged from customer who come at office for receiving courier service. 400 

Charges for Express cargo service to companies registered at Kanpur 1000 

Calculate GST  
Answer  

 Rs in lakh  CGST SGST IGST 

Amount charged from companies registered at Delhi for transportation of goods to 
Mumbai ( value of packing of goods and documents in boxes and envelopes of Rs 10 
lakh form part of Taxable Value) 
LOS (Location of Supplier)- Delhi, POS – Delhi - Location of recipient (intra-state 
Supply),   CGST – 9%, SGST – 9% 

200 18 18  

Amount charged from CECO LTD OF Delhi for transportation of goods to USA ( it 
includes value of packing of goods and documents in boxes and envelopes) 
LOS (Location of Supplier)- Delhi, POS – USA  Location of recipient (inter-state 
Supply),   CGST – 9%, SGST – 9% 

500   90 

Amount charged from customer who come at office for receiving courier service. 
LOS (Location of Supplier)- Delhi, POS – Delhi – where the goods are handed 
over to Courier agency (intra-state Supply) 
CGST – 9%, SGST – 9% 

400 36 36  

Charges for Express cargo service to companies registered at Kanpur 
LOS (Location of Supplier)- Delhi, POS – Delhi - Location of recipient (inter-state 
Supply),   IGST – 9% 

1000   18 

Total tax payable     

 
Note - As per sec 12(8) of IGST Act 2017, Place of Supply for Goods transportation services including mail or courier 
Services to Registered person - Location of recipient  
Services to Unregistered person – Place where goods are handed over for their transportation 
 

 
 
 
Q157. Agrawal Carriers is a Goods Transport Agency (GTA) which is engaged in transportation of goods by road. As per the 
general business practice, Agrawal Carriers also provides intermediary and ancillary services like loading/ unloading, packing/ 
unpacking, transhipment and temporary warehousing, in relation to transportation of goods by road. 
 
With reference to the provisions of GST law, analyse whether such services are to be treated as part of the GTA service, being a 
composite supply, or as separate supplies. (CA Final Mock Test Mar 18) (Sug Nov 18) (Question for Practice) 
Answer: 
Composite supply means a supply made by a taxable person to a recipient consisting of two or more taxable supplies of goods or services or 
both, or any combination thereof, which are naturally bundled and supplied in conjunction with each other in the ordinary course of business, 
one of which is a principal supply [Section 2(30) of the CGST Act, 2017].  
 
Mixed supply means two or more individual supplies of goods or services, or any combination thereof, made in conjunction with each other by 
a taxable per son for a single price where such supply does not constitute a composite supply [Section 2(74) of the CGST Act, 2017]. 
 
The various intermediary and ancillary services provided by GTA are not provided as independent services, but as ancillary to the principal 
service, namely, transportation of goods by road. The invoice issued by the GTA for providing the said service includes the value of 
intermediary and ancillary services. In view of this, if any intermediary and ancillary service is provided in relation to transportation of goods by 
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road, and charges, if any, for such services are included in the invoice issued by Aggarwal Carriers, such service would form part of the GTA 
service, and thus will be composite supply, and not a mixed supply even though a single price is charged for the supply.  
 
Further, if such incidental services are provided as separate services and are billed separately, whether in the same invoice or separate 
invoices, they will be treated as separate supply and not composite supply and there being no single price, the supply will also not be treated 
as mixed supply – in terms of Q. 6 of the CBIC FAQs on Transport & Logistics1. 
 

1In case where incidental services are provided as separate services and are billed separately, whether in the same invoice or separate 

invoices, it is also possible to take a view that they need not be treated as separate supply, but part of composite supply. Further, there being 

no single price, the supply will not be treated as mixed supply. 

 

Entry 19, 19A, 19B: 

Q158. Validate the following: 
Air Speed Airlines transported Fruits (i.e. agricultural produce) from Chennai airport to Meghalaya. Is it exempted supply of service under GST? 
Answer: 
The given statement is invalid. Transportation of goods within India by Air, exemption not granted. Hence, GST will be levied. 
 

Q159. Calculate taxable value from the following:  
Freight charged for transport of goods by an aircraft from customs station of clearance in India to USA. 10,000 
Freight charged for transport of goods by a vessel from customs station of clearance in India to USA 20,000 
Air freight related to goods imported into India. 30,000 
Vessel freight related to goods imported into India. 40,000 
Air freight related to transport of goods within India 50,000 
Vessel freight related to transport of goods within India 10,000 
 
Answer: 
 Calculation of taxable value 
Freight charged for transport of goods by an aircraft from customs station of clearance in India to USA. [Note 1] Exempt  
Freight charged for transport of goods by a vessel from customs station of clearance in India to USA [Note 1] Exempt 
Air freight related to goods imported into India. [Note 2] Exempt  
Vessel freight related to goods imported into India. 40,000 
Air freight related to transport of goods within India 50,000 
Vessel freight related to transport of goods within India [Note 3] 10,000 
Taxable value of service 1,00,000 
Note  
(1) As per Entry 19A & 19B, Services by way of transportation of goods by an aircraft/Vessel from customs station of clearance in India to a place outside India is 

exempt 

(2) As per Entry 19, Services by way of transportation of goods by an aircraft from a place outside India upto the customs station of clearance in India is exempt 

(3) As per Entry 20, Services by way of transportation by rail or vessel from one place in India to another of specified goods is exempt 

 

Entry 20: 

Q160. Mr. Khiladi Kumar, is the Managing Director of Khiladi Equipments (P) Ltd. The Company has offices and factories in Mumbai and is 

registered under GST. Mr. Khiladi Kumar, has decided to send food grains and other relief materials worth Rs. 50,00,000/- and Rs. 20,00,000 

respectively through railway and airways to the cyclone hit victims in Kerala in the month of November, 20XX. The Company has contacted Super 

Airlines and Indian Railways to transport the materials from Mumbai to Kerala and price for the same has been determined as Rs.10,00,000/- by air 

and Rs.50,000/- by railways, excluding taxes. Mr. Khiladi Kumar, seeks your help to determine what amount of GST is to be paid to Super Airlines 

and Indian Railways if applicable GST rate is 18%. (a) Super Airlines: Rs. 1,80,000/-; Indian Railways: NIL (b) Super Airlines: Rs. 1,80,000/-; Indian 

Railways: Rs. 9,000 (c) Super Airlines: Nil; Indian Railways: Rs. 9,000/- (d) Super Airlines: Nil; Indian Railways: Nil    

 (RTP Nov 19) 

Answer: (a)  [Note: Services by way of transportation by rail or a vessel from one place in India to another of relief materials meant for victims of 

natural or man-made, disasters, calamities, accidents or mishap is exempt]. 

Q161. Compute taxable value for transport of goods by rail within India (all sums exclusive of all taxes) –  
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(1)    Transport of postal mails and postal bags : ` 55 lakhs; 

(2)    Transportation of household effects: ` 50 lakhs 
(3)    Transport of petroleum products: ` 25 lakhs; 

(4)    Transport of relief materials to flood affected areas: ` 25 lakhs; 

(5)    Transport of newspapers and magazines registered with registrar of newspapers: ` 15 lakhs 
(6)    Transport of milk: ` 15 lakhs; 

(7)    Transport of alcoholic beverages: ` 7 lakhs: 

(8) Transport of defence and military equipments: ` 40 lakhs;  

(9) Transport of chemical fertilizers: ` 90 lakhs; 
(10)  Transport of other taxable goods: ` 200 lakh (including ` 20 lakhs demurrages). 
Answer: 
 
Statement showing GST liability: 
 

Nature of service ` in lakhs 

Transport of postal mails and postal bags 55 

Transportation of household effects 50 

Transport of petroleum products 25 

Transport of relief materials to flood affected areas Exempted supply 

Transport of newspapers and magazines registered with registrar of newspapers Exempted supply 

Transport of milk Exempted supply 

Transport of alcoholic beverages 7 

Transport of defence and military equipments Exempted supply 

Transport of chemical fertilizers: 90 

Transport of other taxable goods (including demurrages of ` 20 lakhs) 200 

Taxable value of supply 427 

 

 

 

 

 

Entry 21, 21A: 

Q162. Discuss whether GST is payable in respect of transportation services provided by Raghav Goods Transport Agency in each of the following 
independent cases:  [ICAI Study Mat.] 
 

Customer  Nature of services provided  Amount charged 

A  Transportation of milk  ` 20,000 

B  Transportation of books on a consignment transported in a single goods carriage ` 3,000 

C  Transportation of chairs for a single consignee in the goods carriage ` 600 

 
Answer: 

Customer  Nature of services provided 
Amount 
charged 

Taxability 

A  Transportation of milk  ` 20,000  Exempt. Transportation of milk by goods transport agency is exempt. 

B  
Transportation of books on a 
consignment transported in a single 
goods carriage 

` 3,000  
GST is payable. Exemption is available for transportation of goods only where 
the consideration for transportation of goods on a consignment transported in a 
single goods carriage does not exceed ` 1,500. 

C  
Transportation of chairs for a single 
consignee in the goods carriage 

` 600  
Exempt. Transportation of goods where consideration for transportation of all 
goods for a single consignee does not exceed ` 750 is exempt. 
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Q.163. Calculate the value of taxable supply of XYZ Transport Company engaged in the business of transport of goods by road for the month of April 

20XX. Give reasons for taxability or exemption of each item. XYZ Transport company avails ITC. GST leviable is 12%.  XYZ Transport Company 

received total freight charges of Rs. 13,50,000 that includes:   

Particulars Rs. 

Freight charges received for transporting fruits 125,000 

Freight collected for transporting small consignment for persons who paid less than Rs. 750 for each consignment 75,000 

Freight collected for transporting goods in small vehicles for persons who paid less than Rs. 1,500/- per trip 150,000 

 

Answer  

Determination of value of taxable supply 

Particulars Rs. 

total freight charges 13,50,000 

Less: Freight charges received for transporting fruits [ Exempt under Entry 21] 125,000 

Less: Freight collected for transporting small consignment for persons who paid less than Rs. 750 for each consignment [Exempt, since 

freight charged to a single consignee does not exceed Rs 750 for each consignment] 

75,000 

Less: Freight collected for transporting goods in small vehicles for persons who paid less than Rs. 1,500/- per trip [ Exempt, since 

Freight charged on all consignments transported in a goods carriage not exceed Rs 1500] 

150,000 

Total value of Taxable supply 10,00,000 

GST @ 12% 1,20,000 

 

 
Q164. Following are the services provided of transport of goods by road by GTA –ABC TRANSPORT of Delhi. ABC Transport has not taken the 

option to Pay GST under forward charge @ 12%.  Determine the value of taxable service and GST payable by ABC Transport. Also calculate any 

GST payable by other person. 

 Rs in Lakh 

Transport service provided for goods from Delhi to Mumbai to Reliance Ltd Registered at Mumbai  10 

Transport service provided for goods from Delhi to Mumbai to Partnership Firm ( Registered at Delhi 20 

Transport service provided for goods from M.P to Delhi to Government companies registered at Delhi. 10 

Transport service provided for goods to Government Department taken registration only for TDS 40 

Freight for transport of  milk, salt and foodgrain including flour, pulses and rice for AB Ltd. of U.P 30 

Transport services provided to PQR Ltd registered at Delhi in respect of consignment addressed to Mr. Ram from Delhi to U.P 40 

Transport services provided from Delhi to Punjab to HARI unregistered in respect of consignment addressed to  R LTD 30 

Transport services provided from Delhi to J & K to R Ltd who is Registered in J& K 20 

Transport of used household goods of Residents of Delhi 40 

Answer 
Calculation of GST payable by ABC Transport 

 Rs in 
lakh 

CGST SGST IGST 

Transport service provided for goods from Delhi to Mumbai to Reliance Ltd Registered at Mumbai  
LOS (Location of Supplier)- Delhi, POS – Mumbai (inter-state Supply) 
IGST – 5% (Rs 50000) payable by Reliance ltd under reverse charge 

10 ---- ---- ---- 

Transport service provided for goods from Delhi to Mumbai to Partnership Firm ( Registered at Delhi) 
LOS (Location of Supplier)- Delhi, POS – Delhi - Location of recipient (intra-state Supply),       CGST – 
2.5% (Rs 50000), SGST – 2.5% (Rs 50000) payable by Partnership Firm under reverse charge 

20 ---- ---- ---- 

Transport service provided for goods from M.P to Delhi to Government companies registered at Delhi. 
LOS (Location of Supplier)- Delhi, POS – Delhi - Location of recipient (intra-state Supply),       CGST – 
2.5% (Rs 25000), SGST – 2.5% (Rs 25000) payable by Government companies under reverse charge 

10 ---- ---- ---- 

Transport service provided for goods to Government Department taken registration only for TDS [ Exempt 
under Entry 21B] 
LOS (Location of Supplier)- Delhi, POS – Delhi (intra-state Supply) 

40 Exempt  Exempt  ---- 

Freight for transport of  milk, salt and foodgrain including flour, pulses and rice for AB Ltd. of U.P 30 Exempt  Exempt   

Transport services provided to PQR Ltd registered at Delhi in respect of consignment addressed to Mr. Ram 
of U. P (Unregistered) from Delhi to U.P 
LOS (Location of Supplier)- Delhi, POS – Delhi (intra-state Supply) 
PQR ltd pay CGST – 2.5%, SGST – 2.5% under reverse charge 

40 - -  

Transport services provided from Delhi to Punjab to HARI unregistered in respect of consignment addressed 
to  R LTD 

30 Exempt  Exempt  ---- 
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LOS (Location of Supplier)- Delhi, POS – Delhi – where the goods are handed over to Transporter 
(intra-state Supply) [ Exempt under Entry 21A, Services to unregistered] 

Transport services provided from Delhi to J & K to R Ltd who is Registered in J& K 
LOS (Location of Supplier)- Delhi, POS – J&K (inter-state Supply) 
R ltd pay IGST @ 5% under reverse charge 

20 ---- ---- ---- 

Transport of used Household Goods of Residents of Delhi  
LOS (Location of Supplier)- Delhi, POS – Delhi – where the goods are handed over to Transporter 
(intra-state Supply)  [ Exempt under Entry 21A, Services to unregistered] 

40 Exempt  Exempt   

Total tax payable  Nil  Nil  Nil  

Note - As per sec 12(8) of IGST Act 2017, Place of Supply for Goods transportation services including mail or courier 
Services to Registered person - Location of recipient  
Services to Unregistered person – Place where goods are handed over for their transportation 

 

 

Q165. XYZ Ltd., New Delhi, manufactures biscuits under the brand name ‗Tasty picks‘. Biscuits are supplied to wholesalers and 
distributors located across India on FOR basis from the warehouse of the company located at New Delhi. The company uses 
multiple modes of transport for supplying the biscuits to its customers spread across the country. The transportation cost is 
shown as a line item in the invoice and is billed to the customers with a mark-up of 2% on total amount of freight paid (inclusive of 
taxes). 
 
Flour used for the production process is procured from vendors located in Madhya Pradesh on ex-factory basis. The company 
engages goods transport agencies (GTA) to transport the flour from the factories of the vendors to its factory located in New Delhi. 
 
The company has provided the following data relating to transportation of biscuits and flour in the month of April 20XX: 

- For sales within the NCR region (` 20, 00,000), the company arranged a local mini-van belonging to an individual and paid him ` 
54,000. 

- For sales to locations in distant States (` 1, 78, 00,000), the company booked the goods by Indian Railways and paid rail freight of 
` 3, 17,000. 

- For sales to locations in neighbouring States (` 55, 00,000), the company booked the goods by road carriers (GTAs) and paid road 
freight of ` 3, 73,000. Out of the total sales to neighbouring States, goods worth ` 10, 00,000 were booked through a GTA which 
paid tax @ 12%. Freight of ` 73,000 was paid to such GTA. 

- For purchase of flour from Madhya Pradesh (` 25,00,000), the company booked the goods by a GTA and paid road freight of  
55,000. 

- For purchase of butter from Punjab (` 15,00,000), the company booked the goods by a GTA and paid road freight of ` 35,000. 

- For local purchase of baking powder, the company booked the goods by a GTA in a single carriage and paid road freight of  1,500. 

- For transferring the biscuits (open market value - ` 4,00,000) to one of its sister concern in Rajasthan, the company booked the 
goods by a GTA and paid road freight of ` 40,000. 

(i) Based on the particulars given above, compute the GST payable on the amount paid for transportation by XYZ Ltd. when it avails 
the services of different transporters. 
 
(ii) Compute the GST charged on transportation cost billed by the company to its customers. 
Note: - Assume the rate of GST on transportation of goods to be 5% [except where any other rate is specified in the question] and 
GST on supply of biscuits to be 12%. (Question for Practice)/ (RTP Nov 18) (Mock Test April 19) 
 
 
Answer: 
 (i) Computation of GST payable on amount paid for transportation by XYZ Ltd. when it avails the services of different transporters. 
 

Particulars  Freight 
GST 
payable 

Transportation of biscuits in a local minivan belonging to an individual [Only the transportation of goods by road 
by a GTA is liable to GST. Therefore, transportation of goods by road otherwise than by a GTA is exempt from 
GST – Notification No. 12/2017 CT (R) & 9/2017 IT (R) both dated 28.06.2017.} 

54,000  Nil 

Transportation of biscuits by Indian Railways 3,17,000  15,850 

Transportation of biscuits by GTA [GST is payable by XYZ Ltd. under reverse charge in terms of section 5(3) of 
the IGST Act, 2017 read with Notification No. 10/2017 IT (R) dated 28.06.2017.] 

3,00,000  15,000 

Transportation of biscuits by GTA @ 12% [When the GTA pays tax @ 12%, tax is payable by the GTA under 
forward charge and not by the recipient under reverse charge - Notification No. 10/2017 IT (R) dated 28.06.2017.] 

73,000  8,760 
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Transportation of flour by GTA [Services provided by GTA by way of transport (in a goods carriage) of, inter alia, 
flour are exempt from GST vide Notification No. 9/2017 IT (R) dated 28.06.2017.] 

55,000  Nil 

Transportation of butter by GTA [Though services provided by GTA by way of transport (in a goods carriage) of, 
inter alia, milk is exempt from GST vide Notification No. 9/2017 IT (R) dated 28.06.2017, road transport of butter 
will not be exempted as butter is milk product and not milk. GST is payable by XYZ Ltd. under reverse charge in 
terms of section 5(3) of the IGST Act, 2017 read with Notification No. 10/2017 IT (R) dated 
28.06.2017.] 

35,000  1,750 

Transportation of baking powder by GTA [Services provided by a GTA by way of transport in a goods carriage of 
goods, where consideration charged for the transportation of goods on a consignment transported in a single 
carriage does not exceed ` 1,500, are exempt from GST vide Notification No. 9/2017 IT (R) dated 28.06.2017.] 

1,500  Nil 

Transportation of biscuits by GTA to sister concern [GST is payable by XYZ Ltd. under reverse charge in terms of 
section 5(3) of the IGST Act, 2017 read with Notification No. 10/2017 IT (R) dated 28.06.2017.] 

40,000  2,000 

Total tax payable by XYZ Ltd. on availing services of different transporters 
 

43,360 

 
(ii) Computation of GST charged on transportation cost billed by XYZ Ltd. to its customers 
 
Since XYZ Ltd. is supplying biscuits on FOR basis, the service of transportation of biscuits gets bundled with the supply of biscuits. Thus, the 
supply of biscuits and transportation service is a composite supply, chargeable to tax at the rate applicable to the principal supply (biscuits) 
i.e., 12% [Section 8(a) of the CGST Act, 2017 read with the definition of ‗composite supply‘ under section 2(30) of the CGST Act, 2017 and 
‗principal supply‘ under section 2(90) of the CGST Act, 2017]. 

 
OF GSTParticulars  

Freight paid [`] 
[A] 

GST paid on freight [B] 
Freight billed 
(with mark-up @ 
2% on [A] +[B]) 

GST charged @ 
12%  

Transportation of biscuits in a local minivan 
belonging to an individual 

54,000  -  55,080  6,610 

Transportation of biscuits by Indian Railways 3,17,000  15,850  3,39,507  40,741 

Transportation of biscuits by GTA  3,00,000  15,000  3,21,300  38,556 

Transportation of biscuits by GTA @ 12%  73,000  8,760  83,395  10,007 

Total tax charged by XYZ Ltd. on 
transportation cost billed to the customers* 

 
  

95,914 

 
*Note: It has been assumed that there is no mark-up on transportation cost billed to sister concern (non-customer). 
 
 

  

Entry 21B: 

Q169: Determine value of taxable service for ABC Transport from the following  

Total freight charges received by ABC Transport 150 

freight charges received from Department of CG/SG/UT which has taken registration only for the purpose 
of deducting tax under Section 51 

10 

freight charges received from Department of CG/SG/UT which has taken registration for making a taxable 
supply of goods or services 

20 

freight charges received from local authority which has taken registration only for the purpose of deducting 
tax under Section 51 

30 

freight charges received from Governmental agencies which has taken registration only for the purpose of 
deducting tax under Section 51 

40 

freight charges received from Unregistered person 50 

Answer  

Determination of value of taxable service 

Total freight charges received by ABC Transport 150 

Less: freight charges received from Department of CG/SG/UT which has taken registration only for the 
purpose of deducting tax under Section 51 [Exempt under Entry 21B] 

10 

Less: freight charges received from Department of CG/SG/UT which has taken registration for making a 
taxable supply of goods or services [Department of CG/SG/UT Pay GST under reverse charge] 

20 
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Less: freight charges received from local authority which has taken registration only for the purpose of 
deducting tax under Section 51 [Exempt under Entry 21B] 

30 

Less: freight charges received from Governmental agencies which has taken registration only for the 
purpose of deducting tax under Section 51 [Exempt under Entry 21B] 

40 

Less: freight charges received from Unregistered person [Exempt under Entry 21A] 50 

Taxable Value Nil  

Note: Entry 21B exempt Services provided by a goods transport agency, by way of transport of goods in a goods carriage, to, - 

(a) a Department or Establishment of the Central Government or State Government or Union territory; or 

(b) local authority; or 

(c) Governmental agencies, 

which has taken registration under the Central Goods and Services Tax Act, 2017 only for the purpose of deducting tax under Section 51 and not for 

making a taxable supply of goods or services. 

 

T Transport 
related 

Entry/Sl. No. – 22, 23, 23A, 9B 

22 – Motor Vehicle – Rent पर दी ( Passenger vehicle > 12 passenger to STU, Passenger vehicle 

– Electrically operated > 12 passenger to Local authority, Passenger vehicle to Transporter 
providing service to Educational Inst. – pre school/School upto 12th, Goods vehicle to GTA 

23 – रास्ते में Toll कदया  – service of allowing road/bridge access 

23A – Annuity Payment – Toll के ललए  

9B – Transit cargo to Nepal & Bhutan 

 

Entry 22: 

Q170.   Following are the services provided by ABC Ltd. 

 Rs in lakh  

Maxi cab/ Motor cab given on hire to State Transport undertaking 200 

Bus was given on hire to state transport undertaking 500 

Truck/Tata 407 given on hire to Goods Transport Agency 400 

Passenger vehicle given on hire to Goods Transport Agency 100 

Goods vehicle given on hire to State Transport Undertaking 1000 

MOTOR Vehicle given on hire for transport of students, Faculty and staff to a person providing 
services of transportation of students, faculty and staff to school 

12 

Services by way of giving on hire to a local authority, an Electrically operated vehicle (EOV) 

meant to carry more than 12 passengers; 

10 

Renting of dumpers 10 

Hiring of audio visual equipment for an event 20 

Hiring of pandal and shamiana for organizing functions and event 30 

Hiring of machinery with transfer of right to use 40 

Hiring of agro machinery 20 

Calculate Taxable Value  

Answer 

 Rs in lakh  

Maxi cab/ Motor cab given on hire to State Transport undertaking (Note – 1) 200 

Bus was given on hire to state transport undertaking [Note-2] Exempt  

Truck/Tata 407 given on hire to Goods Transport Agency [Note-3] Exempt 

Passenger vehicle given on hire to Goods Transport Agency [Note-2] 100 

Goods vehicle given on hire to State Transport Undertaking [Note-3] 1000 

MOTOR Vehicle given on hire for transport of students, Faculty and staff to a person providing 
services of transportation of students, faculty and staff to school 

Exempt  

Services by way of giving on hire to a local authority, an Electrically operated vehicle (EOV) 

meant to carry more than 12 passengers; 

Exempt  
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Renting of dumpers 10 

Hiring of audio visual equipment for an event 20 

Hiring of pandal and shamiana for organizing functions and event 30 

Hiring of machinery with transfer of right to use 40 

Hiring of agro machinery Exempt  

Value of taxable service 1400 

Note s 
1. Maxi cab/ Motor cab on hire are taxable, because it is a motor vehicle which does not carry passenger more than 12. 
2. Passenger vehicle of more than 12 passengers given on rent to state Transport undertaking (STU) is exempt. But goods vehicle given on hire to 

STU is taxable 
3. Goods vehicle given on hire to Goods transport agency (GTA) is exempt. But passenger vehicle given on hire to GTA is taxable. 

 

Entry 23, 23A: 

Q171.   Following are the services provided   

 Rs in lakh  

Access to Road or Bridge on payment of Toll 200 

Access to toad or bridge on payment of annuity 100 

Agency service in relation to collection of Toll 500 

Calculate Taxable Value  

Answer 

 Rs in lakh  

Access to Road or Bridge on payment of Toll Exempt  

Access to toad or bridge on payment of annuity [Exempt under Entry 23A] Exempt  

Agency service in relation to collection of Toll 500 

Note – Access to Road or Bridge on payment of Toll is exempt. But any auxiliary service like agency service in relation to collection of Toll is taxable. 

 

Q172. Intertoll India Consultants was undertaken a contract to collect toll on commission basis from Noida Toll Bridge Company (i.e. agency 
authorised to levy toll). Noida Toll Bridge Company‘s collection in the month of Oct 20XX is ` 2 crore. Commission paid to Intertoll India Consultants 
@ 5% on the gross receipts. 
Find the exempted value of supply and taxable supply. 
Answer 
Exempted value of supply = ` 2 crore Taxable value of supply      = ` 10 lakh (` 2 crore x 5%) 
Note: The activity of toll collection outsourced to any third party agency who undertakes the work for consideration is a taxable supply and GST will 
be levied. 

 

Entry 9B: 

Q173. Determine whether exempt or taxable 

Supply of services associated with transit cargo to Nepal and Bhutan (landlocked countries). 

Answer 

It is exempt under entry 9B 
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IGST Entry 10, 42 : 

Q174.   Following are the services provided  

 Rs in lakh  

Services received by the Reserve Bank of India, from outside India in relation to management of foreign 
exchange reserves 

1 

Services received from outside India by central/State Government or Local authority 
  for flood affected area 
 for 100 smart cities to be made 
 for Bullet Train to be made operational 

1.5 

Services received by an Individual from Architect located outside India for design of his personal house 2 

counselling received by entity registered u/s 12AA for providing service to  
 terminally ill persons or persons with severe physical or mental disability;  
 persons afflicted with HIV or AIDS; 
 persons addicted to a dependence-forming substance such as narcotics drugs or alcohol; or  
 preservation of environment including watershed, forests and wildlife 

1.5 

Subscription for online educational journals of Foreign Supplier [Little Millennium (PRE-SCHOOL) has 
taken the subscription for online periodicals on child development and experiential learning] 

6 

Subscription for online educational journals of Foreign supplier by Higher secondary school or 
Institute providing approved vocational education course 

4 

Subscription for online educational journals of Foreign supplier by College giving recognized degree 7 

Calculate Taxable Value  

Answer  

 Rs in lakh  

Services received by the Reserve Bank of India, from outside India in relation to management of foreign 
exchange reserves [Note 1] 

Exempt  

Services received from outside India by central/State Government or Local authority 
  for flood affected area 
 for 100 smart cities to be made 
 for Bullet Train to be made operational [Note 2] 

Exempt  

Services received by an Individual from Architect located outside India for design of his personal house 
[Note 2] 

Exempt  

counselling received by entity registered u/s 12AA for providing service to  
 terminally ill persons or persons with severe physical or mental disability;  
 persons afflicted with HIV or AIDS; 
 persons addicted to a dependence-forming substance such as narcotics drugs or alcohol; or  
 preservation of environment including watershed, forests and wildlife [Note 2] 

Exempt  

Subscription for online educational journals of Foreign Supplier [Little Millennium (PRE-SCHOOL) 
has taken the subscription for online periodicals on child development and experiential learning] 
(Tax payable under reverse charge) 

6 

Subscription for online educational journals of Foreign supplier by Higher secondary school or 
Institute providing approved vocational education course (Tax payable under reverse charge) 

4 

Subscription for online educational journals of Foreign supplier by College giving recognized 
degree 

Exempt  

 
Notes  
1. Services received by the Reserve Bank of India, from outside India in relation to management of foreign exchange reserves is exempt. 
2. Services received from a provider of service located in a non- taxable territory by –  

(a) the Central Government, State Government, a local authority or an individual in relation to any purpose other than commerce, 
industry or any other business or profession;  or  

(b) an entity registered under section 12AA of the Income-tax Act, 1961 (43 of 1961) for the purposes of providing charitable activities;  
is exempt from GST. 

Q175. OIDAR service imported by  

(a) the Central Government/State Government/Union territory/a local authority/a governmental authority. 

(b) An individual for personal purpose 

(c) A charitable Trust. 

Whether import of service is exempt 

Answer  
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Import of OIDAR services is not exempt,  Service Provider outside India is liable to pay tax and has to take registration in GST. 

 

Q176. AHEM Tours and Travels, Mumbai are engaged in providing the tour operator‘s services. Compute the GST payable by AHEM Tours and 
Travels for the month of March, 20XX on the basis of the information furnished as follows:- 

Particulars  Amount (Rs) 

Amount charged for a package tour* from Mumbai to Goa  10,00,000 

Amount charged for arranging a tour (transportation only) 20,00,000 

Charges for arranging hotel accommodation in Bangalore in relation to a tour from Mumbai to Bangalore 
(Cost of hotel accommodation included) 

 
30,00,000 

Service provided  to a foreign Tourist for tour conducted IN India  40,00,000 

Service provided  to a foreign Tourist for tour conducted outside India  15,00,000 

*Note: The package tour includes transportation, accommodation, food, and tourist guide and entry fees for monuments. 
All the charges are excluding GST.   
Answer 

Particulars  Amount (Rs) 

Amount charged for a package tour* from Mumbai to Goa  
 

10,00,000 

Amount charged for arranging a tour (transportation only) 20,00,000 

Charges for arranging hotel accommodation in Bangalore in relation to a tour from 
Mumbai to Bangalore (Cost of hotel accommodation included) 

 
30,00,000 

Service provided  to a foreign Tourist for tour conducted IN India  40,00,000 

Service provided  to a foreign Tourist for tour conducted outside India  Exempt  

 

IGST Entry 10F, 10G, 10H & NN 6/2018 : 

 

Q177. Whether following are exempt or not 

Services supplied by an establishment of a person in India to any establishment of that person outside India, WHERE place of supply 
of the service is outside India [Exempt under Entry 10F] 

10 

Import of services by United Nations or a specified international organisation for official use of the United Nations or the specified 
international organisation. [Exempt under Entry 10G] 

20 

Import of services by Foreign diplomatic mission or consular post in India, or diplomatic agents or career consular officers posted 
therein. [Exempt under Entry 10H] 

30 

Royalty and Licence fee paid for import of machinery included in transaction value under Rule 10(1)(c) of Customs Valuation Rules 
on goods imported  [Exempt under Entry NN 6/2018] 

 

Answer 

All above services are exempt 

Note: Entry 10H: Import of services by Foreign diplomatic mission or consular post in India, or diplomatic agents or career consular officers posted 
therein is exempt from integrated tax leviable on the import of services subject to the conditions, - 

(i) (i) that the foreign diplomatic mission or consular post in India, or diplomatic agents or career consular officers posted therein, are 
entitled to exemption from integrated tax, as stipulated in the certificate issued by the Protocol Division of the Ministry of External Affairs, 
based on the principle of reciprocity; 

(ii) (ii) that the services imported are for official purpose of the said foreign diplomatic mission or consular post; or for personal use of the 
said diplomatic agent or career consular officer or members of his or her family. 

(iii) (iii) that in case the Protocol Division of the Ministry of External Affairs, after having issued a certificate to any foreign diplomatic mission 
or consular post in India, decides to withdraw the same subsequently, it shall communicate the withdrawal of such certificate to the foreign 
diplomatic mission or consular post; 

(iv) (iv) that the exemption from the whole of the integrated tax granted to the foreign diplomatic mission or consular post in India for official 
purpose or for the personal use or use of their family members shall not be available from the date of withdrawal of such certificate.‖; 

 
Services provided by an intermediary when location of both supplier and recipient of goods is outside the taxable territory subject to 

conditions 
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IGST Entry 12AA 

Q178. ABC Pvt. Ltd., New Delhi, provides support services to XYZ Ltd of USA in relation to procuring goods from USA. The 
company identifies the prospective vendor, reviews product quality and pricing and then shares the vendor details with XYZ Ltd.  
 
XYZ Ltd. then directly places purchase order on the USA vendor for purchase of the specified goods. ABC Pvt. Ltd. charges XYZ 
Ltd. cost plus 10% mark up for services provided by it.  
 
For the month of December, 20XX, the company has charged US $1, 00,000 (exclusive of GST) to XYZ Ltd. ABC Pvt. Ltd is of the 

opinion that service is exempt. With reference to the provisions of GST law, examine whether the company is liable to pay IGST or 

CGST and SGST.  

Note: GST @ 18% is applicable on supply of the support services provided by ABC Pvt. Ltd. Rate of exchange is Rs. 65 per US $  
   
 
Answer: 
Definition of intermediary: Section 2(13) of the IGST Act, 2017 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. 
 
Supplier is intermediary:  In this case, since ABC Pvt. Ltd. is arranging or facilitating supply of goods between XYZ Ltd. and USA vendor, 
the said services can be classified as intermediary services. 
 
Place of supply is location  of intermediary: 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 section13 of the IGST Act, 2017. 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, 2017.As per section 
13(8) (b), the place of supply in case of intermediary services is the location of the supplier i.e., the location of ABC Pvt. Ltd. which is New 
Delhi. 
 
Not Export of service:  As per section 2(6) of the IGST Act, 2017, export of services means the supply of any service when,– 
 
(a) The supplier of service is located in India; 
(b) The recipient of service is located outside India; 
(c) The place of supply of service is outside India; 
(d) The payment for such service has been received by the supplier of service in convertible foreign exchange or in Indian rupees wherever 
permitted by the Reserve Bank of India; and 
(e) The supplier of service and the recipient of service are not merely establishments of a distinct person in accordance with Explanation 1in 
section 8. 
Since, in the given case, place of supply is in India, this transactions does not tantamount to export of service. 
 
Supply is intra-state: Further, as per section 8(2) of the IGST Act, 2017, 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 ABC Pvt. Ltd. and the place of supply of the service provided by it are in New Delhi, 
the supply of service will be an intra-State supply leviable to CGST & SGST. However the above intermediary service is exempt under Entry 
12AA of notification no. 9/2017 subject to conditions. 
Exemption: 
Services provided by an intermediary when location of both supplier and recipient of goods is outside the taxable territory is exempt subject to 
following condition. 
Following documents shall be maintained for a minimum duration of five years : 
(1) Copy of Bill of Lading 
(2) Copy of executed contract between Supplier/Seller and Receiver/ Buyer of goods 
(3) Copy of commission debit note raised by an intermediary service provider in taxable territory from service recipient located in nontaxable 
territory 
(4) Copy of certificate of origin issued by service recipient located in nontaxable territory 
(5) Declaration letter from an intermediary service provider in taxable territory on company letter head confirming that commission debit note raised 
relates to contract when both supplier and receiver of goods are outside the taxable territory‖; 
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Mixed Question of ICAI 

Q179. Mr. Nagarjun, a registered supplier of Chennai, has received the following amounts in respect of the activities undertaken by him 

during the month of September: 

S.NO. Particulars Amount (`) 

(i) Amount charged for service provided to recognized sports body as selector of 
national team. 

50,000 

(ii) Commission received as an insurance agent from insurance company. 65,000 

(iii)  Amount charged as business correspondent for the services provided to the urban 
branch of a nationalized bank with respect to savings bank accounts. 

15,000 

(iv) Service to foreign diplomatic mission located in India. 28,000 

(v) Funeral services. 30,000 

He received the services from unregistered goods transport agency for his business activities and paid freight of ` 45,000 (his aggregate 

turnover of previous year was ` 9,90,000). Note: All the transactions stated above are intra-State transactions and also  are 

exclusive of GST. You are required to calculate gross GST liability (ignoring ITC provisions) of Mr. Nagarjun for the month of 

September assuming that the rate of GST, wherever applicable, is 18% except the GTA services where the rate of GST is 5%. Working 

notes should form part of your answer. 

Answer:- Computation of gross GST liability of Mr. Nagarjun 

Particulars Value (`) GST (`) 

Supplies on which Mr. Nagarjun is liable to pay GST under forward charge   

Amount charged for service provided to recognized sports body as selector of national team [Note 1] 50,000 9,000 

Commission received as an insurance agent from  insurance company [Note 2] Nil Nil 

Amount charged as business correspondent for the services provided to the urban branch of a nationalised 
bank with respect to savings bank accounts [Note 3] 

15,000 2,700 

Services provided to foreign diplomatic mission located in India [Note 4] 28,000 5,040 

Funeral services [Note 5] Nil Nil 

Supplies on which Mr. Nagarjun is liable to pay GST under reverse charge   

Services received from GTA [Note 6] 45,000 2,250 

GST Payable  18,990 

Notes:- 

(1) Services provided to a recognized sports body by an individual only as a player, referee, umpire, coach or team manager for 
participation in a sporting event organized by a recognized sports body are exempt from GST vide exemption notification. 
Thus, service provided as selector of team is liable to GST. 

(2) Commission for providing insurance agent‘s services is liable to GST. However, the tax payable thereon is to be paid by the 
recipient of service i.e., insurance company, under reverse charge in terms of Notification No. 13/2017 CT (R) dated 
28.06.2017. Thus, Mr. Nagarjun  will not be liable to pay GST on such commission. 

(3) Services provided by business correspondent to a banking company with respect to accounts in its rural area branch are 
exempt from GST vide exemption notification. Thus, such services provided in respect of urban area branch will be taxable. 

(4) While services provided by a foreign diplomatic mission located in India are exempt from GST vide exemption notification, 
services provided to such mission are taxable. 

(5) Funeral services being covered in Schedule III of CGST Act are not a supply and thus, are outside the ambit of GST. 
GST on services provided by a GTA (not paying tax @ 12%) to, inter alia, a registered person is payable by the recipient of service 

i.e., the registered person, under reverse charge in terms of Notification No. 13/2017 CT (R) dated 28.06.2017. The turnover of previous 

year is irrelevant in this case. 

 
Question 180:- Vividh Pvt. Ltd. is a supplier of goods and services at Bangalore, registered in the State of Karnataka, having 

turnover of ` 200 lakh in the last financial year. It has furnished the following information for the month of June. 

Particular Amount (`) 
excluding GST 

repairing a single residential unit otherwise than as a part of residential complex 1,30,000 

Fee received from students of a competitive exam training academy run by Vividh Pvt. Ltd. 5,40,000 

4 buses each with a seating capacity of 72 passengers given on hire to State Transport Undertaking 6,00,000 

Rent paid to Local Municipal Corporation for premises taken on rent for competitive exam training 
academy 

2,50,000 
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Goods transport services received from GTA, tax is payable on such services @ 12% 1,80,000 

Compute gross GST liability ( ignoring ITC Provisions) of  Vividh Pvt. Ltd for the month of June assuming that the above amounts are 

exclusive of GST and rate of GST, wherever applicable, is 18% unless otherwise mentioned. (ICAI Study Mat.) 

Answer:-   

Computation of gross GST liability of Vividh Pvt. Ltd. 

Particulars Value of 
Supply (`) 

GST @ 18% (`) 

Services provided by way of labour contracts for repairing a single residential unit otherwise than as a 
part of residential complex 
[Services by way of pure labour contracts of construction, erection, commissioning, or installation of 
original works pertaining to a single residential unit otherwise than as a part of a residential complex 
are exempt vide exemption notification. Labour contracts for repairing, are thus, taxable.] 

1,30,000 2,34,000 

Fee received from students of competitive exam training academy 
[Fee received from students of competitive exam training academy is taxable as it is not an 
educational institution since competitive exam training does not lead to grant of a recognized 
qualification] 

5,40,000 97,200 

Buses each with seating capacity of 72 passengers given on hire to State Transport Undertaking 
[Services by way of giving on hire to a state transport undertaking (STU), a motor vehicle meant to 
carry more than 12 passengers, are exempt from GST vide exemption notification.] 

6,00,000 Nil 

Service on which  tax is payable under reverse charge   

Rent paid to Local Municipal Corporation [GST is payable under reverse charge in case of renting 
of immovable property services supplied by a local authority to a registered person.] 

2,50,000 45,000 

GTA services availed 
[Since GTA is paying tax @ 12%, tax is payable under forward charge by GTA only and not by Vividh 
Pvt. Ltd.] 

1,80,000 Nil 

Gross GST payable  3,76,200 

 

 Q181. Pethalal has obtained registration in the current financial year in Uttar Pradesh. His turnover in the preceding financial year was 

Rs. 19,90,000. He has received the following amounts in respect of the activities undertaken by him in the month of September: 

S. No. Particulars Amount 
(Rs.) 

(i) Funeral services 8,80,000 

(ii) Services of warehousing of jaggery 50,000 

(iii) Electrically operated buses given on hire to Municipal Corporation 5,00,000 

(iv) Service provided to recognized sports body as commentator 2,00,000 

(v) Commission received as an insurance agent from insurance company 65,000 

(vi) Commission received as business facilitator for the services provided to the urban branch of a 
nationalized bank with respect to savings bank accounts 

15,000 

(vii) Security services (supply of security personnel) provided to Damodar Engineering College 
(DEC)* [registered under GST] for the security of the college premises 

*All the engineering courses run by DEC are recognised by the law [The All India Council for 
Technical Education (AICTE)] 

28,000 

Further, he has received following services in the month of September: 

S. No. Particulars Amount 
(Rs.) 

(a) Freight paid to unregistered goods transport agency for his business activities relating to serial 
number (i) above 

1,00,000 

(b) Legal advice received from M/s Kanoon Associates, a partnership firm, seeking advice in relation 
to a tax dispute of the business  

50,000 
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All the transactions stated above are intra-State transactions and amounts given are exclusive of GST, wherever applicable. 

You are required to calculate net GST payable by Pethalal for the month of September. There was no opening balance of input tax 
credit.  Rate of CGST and SGST is 9%  each  for all the outward supplies made by Pethalal. [RTP May 20] 
Answer: 

  Computation of net GST payable by Pethalal 

Particulars Amount (Rs.) CGST (Rs.) SGST (Rs.) 

Supplies on which Pethalal is liable to pay GST under 
forward charge 

 
  

Funeral services [Note 1] 8,80,000  
 

Services of warehousing of jaggery [Note 2] 50,000  
 

Services by way of giving on hire electrically operated buses 
to Municipality [Note 3] 

5,00,000  
 

Service provided to recognized sports body as commentator 
[Note 4] 

2,00,000 = 2,00,000 × 9% 

= 18,000 

= 2,00,000 × 9% 

= 18,000 

Commission received as an insurance agent from 
insurance company [Note 5] 

65,000  
 

Commission received as business facilitator  for the services 
provided to the urban branch of a nationalised bank with 
respect to savings bank accounts [Note 6] 

15,000  
 

Security services (supply of security personnel) provided to 
DEC for the security of the college premises [Note 7] 

28,000  
 

Value of taxable supply 2,00,000  
 

Total tax liability on outward supplies (A)  18,000 18,000 

Supplies on which Pethalal is liable to pay GST under 
reverse charge 

  
 

Services received from GTA [Note 8] 1,00,000 = 1,00,000 

× 2.5% 

= 2,500 

= 1,00,000 

× 2.5% 

= 2,500 

Legal services received [Note 9] 50,000   

Value of taxable supply 1,00,000   

Total tax liability on inward supplies under reverse charge 
(B) - payable in cash [Note 10] 

 2,500 2,500 

ITC available on input services [Note 8]  Nil Nil 

Net GST payable (A) + (B)  20,500 20,500 

Notes: 

(1) Funeral services being covered in entry 4 of Schedule III to the CGST Act, 2017 are not a supply and thus, are outside the ambit of GST. 

(2) Services by way of storage/ warehousing of, inter alia, jaggery  are  exempt  from  GST vide Exemption Notification No. 12/2017 CT(R) 
dated 28.06.2017 (hereinafter referred to as exemption notification). Thus, services of warehousing of jaggery are exempt. 

(3) Services by way of giving on hire to a local authority,  an  Electrically  operated  vehicle (EOV) meant to carry more than 12 passengers 
are exempt vide exemption notification. Buses are EOVs meant to carry more than 12 passengers. Hence, services of giving electrically 
operated buses on hire to Municipal Corporation are exempt from GST. 

(4) Services provided to a recognized sports body by an individual only as a player, referee, umpire, coach or team manager for participation 
in a sporting event  organized by a recognized sports body are exempt from GST vide exemption notification. Thus, service provided as 
commentator is liable to GST. 

(5) Though commission for providing insurance agent‘s services to any person carrying on insurance business is liable to GST, the tax 
payable thereon is to be paid by the recipient of service i.e., insurance company, under reverse charge in terms of Notification No. 
13/2017 CT(R) dated 28.06.2017 (hereinafter referred to as reverse charge notification). Thus, Pethalal will not be liable to pay GST  on  
such  commission. 

(6) Services provided by a business facilitator to a banking company with respect to accounts in its rural area branch are exempt from GST 
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vide exemption notification. Thus, services provided by him in respect of urban area branch of the bank will be taxable. However, the tax 
payable thereon is to be paid by  the recipient of  service i.e., banking company, under reverse charge in terms of reverse charge 
notification. Hence, Pethalal will not liable to pay GST on commission received for said services. 

(7) Services provided to an educational institution, by way of  security  services  performed in such educational institution are exempt from 
GST only when said services are provided to an institution providing services by way of pre-school education and education up to higher 
secondary school or equivalent,  vide  exemption notification. Thus, in the given case, security services provided to  DEC  are not 
exempt. Further, the tax on security services (supply of security personnel) provided by any person other than a body corporate to a 
registered  person  is  payable by the recipient of service under reverse charge in terms of reverse charge notification. Hence, Pethalal 
will not be liable to pay GST in the given case. 

(8) GST on services provided by a GTA (not paying tax @ 12%) to, inter alia,  a  registered person is payable by the recipient of service i.e., 
the regis tered person, under reverse charge in terms of reverse charge notification.  Since in the given   case, GTA is unregistered, 
Pethalal is liable to pay tax under reverse charge @ 5% (CGST @ 2.5% and SGST @ 2.5%). Further, since said input services are being 
exclusively used for effecting non-taxable supplies [funeral services], input tax credit of the GST paid on the same will not be available. 

(9) Legal services provided by a partnership firm of advocates to a business entity (with an aggregate turnover up to such amount in the 
preceding FY  as  makes  it  eligible for exemption from registration under the CGST Act,  2017) are exempt from GST  vide exemption 
notification. Since the aggregate turnover of Pethalal  did  not  exceed Rs. 20 lakh [the applicable threshold limit for registration for 
Pethalal being a supplier of services] in the preceding FY, legal services received by him are exempt from GST. 

(10) As per section 49(4) of the CGST Act, 2017, amount available  in  the  electronic credit ledger may be used for making payment towards 
output tax. However, tax payable under reverse charge is not an output tax in terms of section 2(82) of the CGST Act, 2017. Therefore, 
tax payable under reverse charge cannot be set off against the input tax credit and thus, will have to be paid in cash. 

(11) Since all the transactions given hereunder are intra-State, CGST and SGST are payable in terms of section 9(1) of the CGST Act, 2017 

   

Q182. Decide with reason whether the following independent services are exempt under CGST Act, 2017:  

(i) M/s Fast Trans, a goods transport agency, transported relief materials meant for victims of Kerala floods being a natural disaster, by road from 

Delhi to Ernakulam, for a Limited Co.  

(ii) Keyan Enterprises, an event organizer, provided services to Breathing Wall Ltd. by way of organizing business exhibition at Pragati Maidan in 

New Delhi as part of Make in India initiative.  

Answer:  

(i) Exempt: Goods transport agency services provided for relief material meant for victims of disaster shall be exempt from GST. (ii) Taxable: 

Services by an organiser to any person in respect of business exhibition held outside India shall be exempt from GST, in the given case business 

exhibition services held in India shall be taxable service. 

 

 
(CA Final RTP May 21) 

15. Parikshit Ltd., engaged in providing a bouquet of services, is registered under GST law.  It furnishes the following 

information for the month of March in relation to various services provided by it:  

Particulars  ₹  

Fees from prospective employers for campus interview in its college  5,20,000  

Five buses each with seating capacity of 40 passengers given on hire to State Transport 

Undertaking  

6,50,000  

Receipts of 'Shiny', a commercial coaching institute providing coaching in the field of 

commerce (a certificate was awarded to each trainee after completion of the training)  

1,82,000  

Interest received on fixed deposits of the company with Dhanvarsha Bank  6,50,000  

Receipts from running a Boarding School (including receipts for providing residential dwelling 

service of ₹ 18,20,000)  

39,00,000  

Receipts of 'Sikshit Samudai' - an Industrial Training Institute (ITI) affiliated to the National 

Council for Vocational Training (NCVT).  Courses run by said ITI are in designated trades  

2,60,000  

Receipts of 'Pratibha Institute', an institute registered with Directorate General of 

Employment and Training (DGET), Union Ministry of Labour and Employment, running a 

Modular Employable Skill Course (MESC) approved by the National Council for Vocational 

Training (NCVT)  

1,30,000  
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Professional services provided to foreign diplomatic mission located in India  1,04,000  

Compute the GST payable by Parikshit Ltd. assuming that all the above receipts are exclusive of GST wherever applicable 

and the rate of GST applicable on all the supplies is 18%.  

Answer:- Computation of GST payable by Parikshit Ltd. for the month of March 

Particulars Value 
(₹) 

GST @ 
18% (₹) 

Fees from prospective employers for campus interview in its college 

[Taxable since such services are not specifically exempt] 

 
5,20,000 

 
93,600 

Five buses each with seating capacity of 40 passengers given on hire to State 
Transport Undertaking 

[Services by way of giving on hire to a State transport undertaking (STU), a motor 
vehicle meant to carry more than 12 passengers, are exempt vide Notification No. 
12/2017 CT(R) dated 28.06.2017 (hereinafter referred to as exemption notification).] 

 
 
 

Nil 

 
 
 

Nil 

Receipts of Shiny– a coaching institute 

[Services provided by an educational institution to its students, faculty and staff are 
exempt vide exemption notification. However, coaching institute is not an educational 
institution.] 

 
 

1,82,000 

 
 

32,760 

Interest received on fixed deposits of the company with Dhanvarsha Bank 

[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) are exempt vide exemption notification.] 

 
 
 

Nil 

 
 
 

Nil 

Receipts from Boarding School including receipts for  residential dwelling service 

[Services provided by an educational institution to its students, faculty and staff are 

exempt vide exemption notification. Boarding School providing education up to higher 

secondary school or equivalent is an educational institution since it provides composite 

supply of education service coupled with other services like providing dwelling units for 

residence and food wherein the principal supply is supply of education service.] 

 

Nil 

 

Nil 

Receipts of Sikshit Samudai 

[Services provided by an educational institution to its students, faculty and staff are 
exempt vide exemption notification. Sikshit Samudai is an educational institution running 
approved vocational education course.] 

 
 
Nil 

 
 
Nil 

Receipts of 'Pratibha Institute' running Modular Employable Skill Course 

[Services provided by an educational institution to its students, faculty and staff are 
exempt vide exemption notification. Pratibha Institute is an educational institution 
running approved vocational education course.] 

 
 
 
Nil 

 
 
 
Nil 

Professional services provided to foreign diplomatic mission located in India 

[While services provided by a foreign diplomatic mission located in India are exempt 
from GST vide exemption notification, no such exemption is available to the services 
provided to such mission.] 

 
 
1,04,000 

 
 
18,720 

GST payable 8,06,000 1,45,080 

 

 
 
EXEMPTION MCQ 
Q1. Kesar Maharaj, a registered supplier, gave a classical dance performance in an auditorium.  The  consideration  charged  for  the  said  

performance  is  `  1,60,000.  Such  performance  is  not  for  promotion of any product/services.  Rate of CGST and SGST on such services is 9% 

each.  Assuming  the  services  supplied  by  him  to  be  intra‐State  supplies,  which  of  the  following  statements  are  true? 

 

(a) GST liability of Kesar Maharaj is Nil as services provided by him are exempt.  

(b) Kesar Maharaj is liable to pay CGST and SGST of ` 14,400 and ` 14,400 respectively.  

(c) Kesar Maharaj is liable to pay CGST and SGST of `  900 and ` 900 respectively.  
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(d) None of the above.  

Q2.  Which of the following services provided by Good Health Care Nursing home are not exempt?  

(1) Reiki healing treatment.  
(2) Plastic surgery conducted to repair cleft lip of a new born baby. 
(3) Air ambulance services to transport critically ill patients from distant locations to Good Health Care Nursing home.  
(4) Palliative care for terminally ill patients. On request, such care is also provided to patients at their homes. (Palliative care is given to improve the 
quality of life of patients who have a serious or life-threatening disease but the goal of such care is not to cure the disease).  
(5) Alternative medical treatments by way of Ayurveda.  
(a) (1) and (3) (b) (2) and (4) (c) (1) (d) (1), (4) and (5) 
 

Q3. Open area in the precincts of a temple has been rented for a marriage for a day. In which of the following cases, such renting is exempt from 

GST? (a) Temple is owned by Sanatan Charitable Trust (registered under section 12AA or 12AB of the Income tax Act, 1961) and 
consideration charged is ` 9,000.  
(b) Temple is owned by Sanatan Charitable Trust (registered under section 12AA or 12AB of the Income tax Act, 1961) and consideration charged 
is ` 11,000.  
(c) Both (a) and (b).  
(d) None of the above. 
 

Q4. which of the following activity is taxable under GST?  
(i) Supply of food by a hospital to patients (not admitted) or their attendants or visitors.  
(ii) Transportation of passengers by non-air-conditioned railways  
(iii) Services by a brand ambassador by way of folk dance performance where consideration charged is Rs. 1, 40,000. 
(iv)  Transportation of agriculture produce by air from one place to another place in India  
(v) Services by way of loading, unloading, packing, storage or warehousing of rice  
(vi) Service provided by GTA where consideration charged for transportation of goods for a single carriage is Rs. 900  

(a) (i), (v), (vi) (b) (iii), (iv), (v) (c) (i), (iii), (iv) (d) (iv), (v)  

Ans: (c) (i), (iii), (iv) 

 
 
Q5. Which of the following activities are exempt from GST?  
(a) Religious pilgrimage organised by Todarmal Charitable Trust. (b) Loading, packing and warehousing of jaggery and pulses. (c) Milling of paddy 
into rice. (d) None of the above.  
Ans: (d) None of the above.  
 
Q6. Which of the following statements is true?  

1. Services provided by Government ITIs to individual trainees are exempt from GST.  
2. Services provided by the State Governments and Private Service Providers by way of transportation of patients in ambulance are exempt 

from GST.  
3. Services of renting of shops in a hospital are exempt from GST being health care services.  
4. Services provided by Police to PSUs are taxable.  

(a) 1., 2. & 4. (b) 2., 3. & 4. (c) 3. & 4. (d) All of the above.  
Ans:  (a) 1, 2. & 4. 
 
 
Q7. M/s. Dev Bhoomi Rice (P) Ltd., a registered person under GST, is providing services of processing of milling of paddy into rice, 
loading, unloading, packing, storage and warehousing of rice in the State of Chhattisgarh. The company has made following supplies 
during the tax period of April, 2018 to September, 2018:  
(i) Loading and unloading of rice: Rs. 50,00,000/-. (ii) Packing and warehousing of rice: Rs. 30,00,000/-(iii)Processing services of milling of 
paddy into rice: Rs. 1,00,00,000/-.  

Determine the amount of GST payable on the above supplies assuming rate of tax as 5%.  

(a) Rs. 32,40,000/- (b) Rs. 9,00,000/- (c) Rs. 5,00,000/- (d) Rs. Nil/- 
Ans: (c) Rs. 5,00,000/- 

Q8. Bombay Municipal Corporation (BMC) has invited online bids for maintenance of bus stops for a period of one year from 1-Jan-2018 to 
31-Dec-2018. The work involves composite supply of goods and services and supply of services being the principal supply in which the 
value of goods constitutes 25% of the total value of composite supply.  
Mr. Akshay Kumar, Managing Director of Khiladi Contractors (P) Ltd., located and registered in GST in Gujarat, wants to bid for the same. 
He seeks your opinion to determine the taxability of the above to quote the best price.  

(a) Not Taxable (b) GST payable (c) Exempt (d) None of the above 
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Ans: (c) Exempt 

 
Q9. Mr. Happy Singh is a resident of Chandigarh. The marriage of his daughter, Khushi Kaur, has been finalized with Mr. Lovely Singh, a 
NRI settled in Canada. The marriage is scheduled on 14-Feb-2019 in Chandigarh. Mr. Happy Singh wants to send 5,000 marriage invitation 
cards to all his relatives and friends to attend the marriage. He has to send the invitation by speed post. He is not sure about the taxability 
of speed post services under GST regime. He seeks your help in determining the applicability of GST on speed post.  
(a) GST payable (b) Non Taxable (c) Exempt (d) None of the above 
Ans: (a) GST payable 

Q10. Mr. Khiladi Kumar, is the Managing Director of Khiladi Equipments (P) Ltd. The Company is located and registered in GST with office 
and factories in Mumbai. Mr. Khiladi Kumar, has decided to send food grains and other relief materials worth Rs. 50,00,000/- and Rs. 
20,00,000 respectively through railway and airways to the cyclone hit victims in Kerala in the month of November, 2018. The Company has 
contacted Super Airlines and Indian Railways to transport the materials from Mumbai to Kerala and price for the same has been 
determined as Rs. 10,00,000/- by air and Rs. 50,000/- by railways excluding taxes.  
Mr. Khiladi Kumar, seeks your help to determine what amount of GST is to be paid to Go Air and Indian Railways if applicable GST rate is 
18%.  
(a) Super Airlines: Rs. 1,80,000/-; Indian Railways: NIL (b) Super Airlines: Rs. 1,80,000/-; Indian Railways: Rs. 9,000 (c) Super Airlines: Nil; Indian 
Railways: Rs. 9,000/- (d) Super Airlines: Nil; Indian Railways: Nil 
Ans: (a) Super Airlines: Rs. 1,80,000/-; Indian Railways: NIL 

Q11. Mr. Bulbul Pandey, is an ambulance driver, who lives in the NCT of Delhi. He provides driving services to Preeti Heart and Lung 
Institute (PHLI-a super specialty hospital registered in GST in Delhi) for a consideration of Rs. 25,000/- per month.  
Mr. Bulbul Pandey was instructed to pick up a patient in Gurugram to PHLI. While going from Delhi to Gurugram, he picked up 5 
passengers for transportation in the ambulance from Delhi to Gurugram, and charged Rs. 500/- from them.  
Being the GST expert, you are required to ascertain the taxability of transport services provided by Mr. Bulbul Pandey in the ambulance 
from Delhi to Gurugram under GST Act, 2017:  

(a) Taxable supply (b) Exempt supply (c) Not a supply (d) None of the above  

Ans:  a)Taxable supply 

 
Q12. State which of the following statement is correct: 

i. Services by any artist by way of performance in folk or classical art forms of music, dance, or theatre as a brand ambassador if 
the consideration charged for such performance is not more than Rs. 150,000/- is exempt.  

ii. Services of life insurance business under Life micro-insurance product as approved by the Insurance Regulatory and 
Development Authority, having minimum amount of cover of Rs. 2,00,000/- is exempt  

iii. Service by an acquiring bank, to any person in relation to settlement of an amount upto Rs. 2,500/- in a single transaction 
transacted through credit card, debit card, charge card or other payment card service is exempt.  

iv. Services provided by a goods transport agency by way of transport in a goods carriage of, goods, where gross amount charged 
for the transportation of goods on a consignment transported in a single carriage does not exceed Rs. 750/- is exempt.  

Your options are-  
(a) (i) (b) (ii), (iii) (c) (ii), (iii), (iv) (d) None of the above  

Ans:  (d) None of the above 

 

 

Important Question on Amendment 

 
Q1. UTTAR PRADESH STATE INDUSTRIAL DEVELOPMENT AUTHORITY (UPSIDA) granted long term lease of 30 years, or more) of industrial 

plots or plots for development of infrastructure for financial business to M/s ABC ltd 

Upfront amount (called as premium, salami, cost, price, development charges or by any 
other name) payable  

20 lakh payable in 5 instalment 

Determine the taxability or otherwise 

Answer  

CBIC clarified that GST exemption on the upfront amount payable for long-term lease (of 30 years, or more) of industrial plots or plots for 

development of infrastructure for financial business is admissible irrespective of whether such upfront amount is payable or paid in one or 

more instalments, provided the amount is determined upfront. 
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Further, Upfront amount payable in respect of service by way of granting of long term lease of 30 years, or more) of industrial plots or plots for 

development of infrastructure for financial business, provided by the State Government Industrial Development Corporations or Undertakings to the 

industrial units or the developers in any industrial or financial business area is exempt subject to following conditions 

Conditions:  

1. The leased plots shall be used for the purpose for which they are allotted, that is, for industrial or financial activity in an industrial or financial 
business area : 

2. The State Government (SG) concerned shall monitor and enforce the above condition as per the order issued by the State Government in 
this regard : 

3. In case of any violation or subsequent change of land use, due to any reason whatsoever, the original lessor, original lessee as well as any 
subsequent lessee or buyer or owner shall be jointly and severally liable to pay such amount of central tax, as would have been payable 
on the upfront amount charged for the long term lease of the plots but for the exemption contained herein, along with the applicable interest 
and penalty : 

 
4. The lease agreement entered into by the original lessor with the original lessee or subsequent lessee, or sub-lessee, as well as any 

subsequent lease or sale agreements, for lease or sale of such plots to subsequent lessees or buyers or owners shall incorporate in the 
terms and conditions, the fact that the central tax was exempted on the long term lease of the plots by the original lessor to the original 
lessee subject to above condition and that the parties to the said agreements undertake to comply with the same.‖. 

Following services are Exempt: 

16 Entries  Entry  Exemption  

1 Services by an entity registered under section 12AA or 12AB of the Income-tax Act, 1961 (43 of 
1961) by way of charitable activities. 

[9AA Services provided by and to Fédération Internationale de Football Association (FIFA) and its 
subsidiaries directly or indirectly related to any of the events under FIFA U-17 Women‘s World 
Cup 2020 to be hosted in India whenever rescheduled. 

Provided that Director (Sports), Ministry of Youth Affairs and Sports certifies that the services 
are directly or indirectly related to any of the events under FIFA U-17 Women‘s World Cup 
2020.] 

9AB Services provided by and to Asian Football Confederation (AFC) and its subsidiaries 
directly or indirectly related to any of the events under AFC Women‘s Asia Cup, 2022 to be 
hosted in India. 

Provided that Director (Sports), Ministry of Youth Affairs and Sports certifies that the 
services are directly or indirectly related to any of the events under AFC Women‘s Asia 
Cup, 2022.‖; 

[9D Services by an old age home run by Central Government, State Government or by an entity 
registered under section 12AA or 12AB of the Income-tax Act, 1961 (43 of 1961) to its residents 
(aged 60 years or more) against consideration upto Rs 25,000/- per month per member, provided 
that the consideration charged is inclusive of charges for boarding, lodging and maintenance. 

13 

  

  

  

  

  

Services by a person by way of- 

(a) conduct of any religious ceremony; 

(b) renting of precincts of a religious place meant for general public, owned or managed by an 
entity registered as a charitable or religious trust under section 12AA or 12AB of the Income-
tax Act, 1961 (hereinafter referred to as the Income-tax Act) or a trust or an institution 
registered under sub-clause (v) of clause (23C) of section 10 of the Income-tax Act or a body 
or an authority covered under clause (23BBA) of section 10 of the said Income-tax Act : 

  Provided that nothing contained in entry (b) of this exemption shall apply to,- 

(i) renting of rooms where charges are Rs 1000/- or more per day; 

(ii) renting of premises, community halls, kalyanmandapam or open area, and the like where 
charges are Rs 10,000/- or more per day; 

(iii) renting of shops or other spaces for business or commerce where charges are Rs 10,000 
or more per month. 

[19A Services by way of transportation of goods by an aircraft from customs station of clearance in 
India to a place outside India. 

41 



CA Manoj Batra     298 
 

This exemption is applicable upto 30.09.2022. 

19B Services by way of transportation of goods by a vessel from customs station of clearance in India 
to a place outside India. 

This exemption is applicable upto 30.09.2022. 

43 Services of leasing of assets (rolling stock assets including wagons, coaches, locos) by the Indian 
Railways Finance Corporation to Indian Railways.  

This exemption has been removed. 

61A Services by way of granting National Permit to a goods carriage to operate throughout 
India/contiguous States. 

72 Services provided to the Central Government, State Government, Union territory administration 
under any training programme for which 75% or more of the total expenditure is borne by the 
Central Government, State Government, Union territory administration. 

 Circular No. 
164 /20 
/2021-GST 

Coaching services supplied by coaching institutions and NGOs under 

the central sector scheme of ‗Scholarships for students with 

Disabilities‖ Services provided by any institutions/ NGOs under the central 

scheme of ―Scholarships for students with Disabilities‖ where total 

expenditure is borne by the Government is exempt under GST under entry 

no. 72 of Notification No. 12/2017CT(Rate).   
 

[74A Services provided by rehabilitation professionals recognised under the Rehabilitation Council of 
India Act, 1992 (34 of 1992) by way of rehabilitation, therapy or counselling and such other 
activity as covered by the said Act at medical establishments, educational institutions, 
rehabilitation centers established by Central Government, State Government or Union territory or 
an entity registered under section 12AA or 12AB of the Income-tax Act, 1961 (43 of 1961). 

80 Services by way of training or coaching in recreational activities relating to- 

(a) arts or culture, or 

(b) sports by charitable entities registered under section 12AA or 12AB of the Income-tax Act. 

82B Services by way of right to admission to the events organised under AFC Women‘s Asia Cup, 
2022 

 

 
 

17 Circulars  Circular 

Circular No. 
164 /20 /2021-
GST 

  Satellite launch services provided by NSIL. 

Place of supply (PoS) of satellite launch services supplied by ANTRIX Corporation Ltd/ New 
Space India Limited (NSIL) to customers located outside India is outside India and such supply 
which meets the requirements of section 2(6) of IGST Act, constitutes export of service and 
shall be zero rated.  If the service recipient is located in India, the satellite launch services 
would be exempt vide entry 19C.  

Circular No. 
164 /20 /2021-
GST 

Renting of vehicles to State Transport Undertakings and Local Authorities  

The expression ―giving on hire‖ in Sl. No. 22 of the Notification No. 12/2017-CT (Rate) includes 

renting of vehicles.  Accordingly, services where the said vehicles are rented or given on hire 

to State Transport Undertakings or Local Authorities are eligible for the said exemption 

irrespective of whether such vehicles are run on routes, timings as decided by the State 

Transport Undertakings or Local Authorities and under effective control of State Transport 

Undertakings or Local Authorities which determines the rules of operation or plying of vehicles 

 
Circular No. 
164 /20 /2021-
GST 

 

GST on overloading charges at toll plaza 

Overloading charges at toll plazas would get the same treatment as given to toll charges and 
hence exempt under entry 23.  

Circular No. 
150/06/2021-

GST is exempt on service by way of access to a road or a bridge on payment of toll or 

annuity.  Build-Operate-Transfer (Annuity) projects provide that all the costs are borne by the 

43 
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GST, dated 17-
6-2021 

government in the form of deferred budgetary payments. In BOT Annuity, the developer constructs 

the road, maintains it and gets fixed payment from the government. Activity of construction of 

road where considerations are received in deferred payment (annuity) is not exempt. 

   
Circular No. 
149/05/2021-
GST, dated 17-
6-2021 

GST is exempt on services provided to an educational institution [which include anganwadi 
(as pre-school)] by way of serving of food (catering including mid-day meals)   irrespective of its 
funding from government grants or corporate donations [under said entry 66(b)(ii)].     

   
Circular No. 
151/07/2021-
GST, dated 17-
6-2021 

NBE is an „Educational Institution‟ in so far as it provides services by way of conduct 

of examination, including any entrance examination, to the students. services 

supplied by Centre Boards such as National Board of Examination (NBE). include  

NBE provides services of 

conducting entrance 

examination (on charging 

a fee) for admission to 

courses including 

Diplomat National Board 

(DNB) and Fellow of 

National Board (FNB), 

prescribes courses and 

curricula for PG medical 

studies 

 

GST is exempt on services provided by Central or 

State Boards (including the boards such as NBE) by 

way of conduct of examination for the students, 

including conduct of entrance examination for 

admission to educational institution [under S. No. 66 

(aa) of Notification No. 12/2017-C.T. (R)]. Therefore, 

GST shall not apply to any fee or any amount 

charged by such Boards for conduct of such 

examinations including entrance examinations.  

input services for 

conducting such entrance 

examination for students,  

 

Services provided to an educational institution, 

relating to admission to, or conduct of examination 

is also exempt from GST [sl. No. 66 (b)(iv) - 12/2017-

C.T. (R)]. Hence, GST is also exempt on input 

services relating to admission to, or conduct of 

examination, such as online testing service, result 

publication, printing of notification for examination, 

admit card and questions papers etc., when 

provided to such Boards [under S. No. 66 (b)(iv) of 

Notification No. 12/2017-C.T. (R)]. 

accreditation of educational 

institutions or professional 

so as to authorise them to 

provide their respective 

services.  

 

GST at the rate of 18% applies to other services 

provided by such Boards, namely of providing 

accreditation to an institution or to a professional 

(accreditation fee or registration fee such as fee for 

FMGE screening test) so as to authorise them to 

provide their respective services. 

  

   
Circular No. 
153/09/2021-
GST, dated 17-
6-2021 

 GST is exempt in entry No. 3A  of composite supply of milling of wheat and 

fortification thereof by miller, or of paddy into rice for distribution by State Governments 

under PDS (falling under Article 243G)  ,  

provided that value of goods supplied in such composite supply (goods used for 

fortification, packing material etc.) does not exceed 25% of the value of composite 
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supply.  

It is a matter of fact as to whether the value of goods in such composite supply is up to 25% 

and requires ascertainment on case-to-case basis. 

  
Circular No. 154/10/2021-
GST, dated 17-6-2021 

 Guaranteeing of loans by Central or State Government for 

their undertaking or PSU is specifically exempt under said 

entry No. 34A.  

 

 
 
 
Exemption to Satellite launch services supplied by Indian Space Research Organisation, Antrix Corporation Ltd. or New Space India Ltd. 

— Amendment to Notification No. 12/2017-C.T. (Rate) 

 

―19C 

Satellite launch services supplied by Indian Space Research Organisation (ISRO), Antrix Corporation Limited or 

New Space India Limited. 
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CHAPTER 14 –  
ASSESSMENT AND AUDIT 

 

Provisional Assessment (Section 60) 

Q6. Divy Trader obtained permission for provisional assessment and supplied three consignments of furniture on 28th April, 20XX. 
The tax payment on provisional basis was made in respect of all the three consignments on 20th May, 20XX. 
 
Consequent to the final assessment order passed by the Assistant Commissioner on 21stJune, 20XX, a tax of ` 1,20,000 and ` 

1,50,000 became refundable on 1st and 3rd consignments, whereas a tax of ` 1,20,000 became due on 2nd consignment. Divy 
Trader applies for the refund of the tax on 1stand 3rd consignments on 12thJuly, 20XX and pays 
the tax due on 2nd consignment on the same day. Tax was actually refunded to it of 1st consignment on 8thSeptember, 20XX, 
whereas of3rd consignment on 18th September, 20XX. Customers of Divy Trader who purchased the consignments have not taken 
Input Tax Credit (ITC).Determine the interest payable and receivable, if any, under CGST Act,2017 by Divy Trader. 
         (Question for Practice)/ 
 
Answer: 
Where tax becomes due consequent to order of final assessment, interest is payable @ 18% p.a., from the first day after the due date of 
payment of tax in respect of the goods supplied under provisional assessment till the dateof actual payment, whether such amount is paid 
before/after the issuance of order for final assessment. 
 
In the given case, due date for payment of tax on goods cleared on 28.04.20XX under provisional assessment is 20.05.20XX. Thus, interest 
payable in respect of 2nd consignment 
= ` 1,20,000 × 18% × 53 [21.05.20XX – 12.07.20XX]/365 
= ` 3,136 (rounded off) 
 
Further, section 56 of CGST Act, 2017 provides that where tax becomes refundable consequent to the order. 
of final assessment, interest is receivable @ 6% p.a. from the date immediately after the expiry of 60 days 
ASSESSMENT AND AUDIT from the date of receipt of refund application till the date of refund of such 
tax. 
 
In the given case, since refund of tax of 1st consignment has been paid on 08.09.20XX which is within 60 days of refund (12.07.20XX), 
interest is not receivable on tax refunded in respect of 1st consignment. However, interest receivable in respect of 3rd consignment is as 
follows: 60 days from the date of receiving the refund application expire on10.09.20XX. 
= ` 1,50,000 × 6% × 8 [11.09.20XX-18.09.20XX]/365= `197 (rounded off). 
 
 

Scrutiny of Returns (Section 61) 

Q8. What recourse may be taken by the officer in case proper explanation is not furnished for the discrepancy detected in the return filed, 
while conducting scrutiny under section 61 of CGST ACT? [ICAI Study Mat.]/ (May 19)/ Mock Test April 18)  
Answer: 
If the taxable person does not provide a satisfactory explanation within 30 days of being informed (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 Act;  

(b) Direct the conduct of a special audit under section 66 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 Act; or  

(d) Initiate proceeding for determination of tax and other dues under Section 73 or 74 of the Act.  
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Assessment of non-filers of returns (Section 62) 

Q12. Whether, The CGST Act, 2017 provides for assessment in case of taxable person who does not furnish returns under Section 
39 and 45?  [Additional Que]  or 
Write a short note on Best judgement Assessment 
Answer 
In terms of Section 62(1) of the CGST Act, 2017, Notwithstanding anything to the contrary contained in section 73 or section 74, where a 
registered person fails to furnish the return under section 39 or section 45 (Final Return), even after the service of a notice under section 46, 
the proper officer is empowered to assess the tax liability on such registered person to the best of his judgment taking into account all the 
relevant materials which is available or which is gathered and issue an assessment order in FORM GST ASMT-13 within a period of 5 years 
from the date specified under Section 44 for furnishing of the annual return for the financial year to which the tax not paid relates. 
 
Q29. What is the procedure to be followed for Non-furnishing of return under Section 39, 44 or 45 of CGST Act, 2017 
Answer 
1. Following guidelines are hereby prescribed to ensure uniformity in the implementation of the provisions of law: 

(i) Preferably, a system generated message would be sent to all the registered persons 3 days before the due date to nudge them 
about filing of the return for the tax period by the due date. 

(ii) Once the due date for furnishing the return under section 39 is over, a system generated mail / message would be sent to all 
the defaulters immediately after the due date to the effect that the said registered person has not furnished his return for the 
said tax period; the said mail/message is to be sent to the authorized signatory as well as the proprietor/partner/director/karta, 
etc. 

(iii) 5 days after the due date of furnishing the return, a notice in FORM GSTR-3A (under section 46 of the CGST Act read with rule 
68 of the CGST Rules) shall be issued electronically to such registered person who fails to furnish return under section 39, 
requiring him to furnish such return within 15 days; 

(iv) In case the said return is still not filed by the defaulter within 15 days of the said notice, the proper officer may proceed to 
assess the tax liability of the said person under section 62 of the CGST Act, to the best of his judgement taking into account all 
the relevant material which is available or which he has gathered and would issue order under rule 100 of the CGST Rules in 
FORM GST ASMT-13. The proper officer would then be required to upload the summary thereof in FORM GST DRC-07; 

(v) For the purpose of assessment of tax liability under section 62 of the CGST Act, the proper officer may take into account the 
details of outward supplies available in the statement furnished under section 37 (FORM GSTR-1), details of supplies auto 
populated in FORM GSTR-2A, information available from e-way bills, or any other information available from any other source, 
including from inspection under section 71; 

(vi) In case the defaulter furnishes a valid return within 30 days of the service of assessment order in FORM GST ASMT-13, the 
said assessment order shall be deemed to have been withdrawn in terms of provision of sub-section (2) of section 62 of the 
CGST Act. However, if the said return remains unfurnished within the statutory period of 30 days from issuance of order 
in FORM ASMT-13, then proper officer may initiate proceedings under section 78 and recovery under section 79 of the CGST 
Act; 

2. Above general guidelines may be followed by the proper officer in case of non-furnishing of return. In deserving cases, based on the 
facts of the case, the Commissioner may resort to provisional attachment to protect revenue under section 83 of the CGST Act before 
issuance of FORM GST ASMT-13. 

3. Further, the proper officer would initiate action under sub-section (2) of section 29 of the CGST Act for cancellation of registration in 
cases where the return has not been furnished for the period specified in section 29. 

 

(CA Final July 21): Question 6 (b) 
Explain the provisions relating to assessment of unregistered persons by the proper officer under section 63 of the CGST Act, 
2017. (5 Marks)  

Answer   
Notwithstanding anything to the contrary contained in section 73 or section 74 of the CGST  

Act, 2017, where a taxable person−  
• fails to obtain registration even though liable to do so; or  
• whose registration has been cancelled for any of the specified reasons*, but who was  

liable to pay tax,   
the proper officer may proceed to assess the tax liability of said taxable person to the best of his judgement for the relevant tax 
periods.  
*Specified reasons for cancelation are as under  
(a) registered person has contravened such provisions of the CGST Act or the rules made there under as may be prescribed; or   
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(b) a person paying tax under composition levy under section 10 of the CGST Act has not furnished returns for three 
consecutive tax periods; or   

(c) any registered person, other than a person specified in clause (b), has not furnished returns for a continuous period of six 
months; or   

(d) any person who has taken voluntary registration under sub-section (3) of section 25 of the CGST Act has not commenced 
business within six months from the date of registration; or   

(e) registration has been obtained by means of fraud, willful misstatement or suppression of facts:   
  The assessment order shall be issued by proper officer within a period of 5 years from the due date for furnishing the annual 

return for the financial year to which non-payment of tax relates.  
 However, no such assessment order shall be passed without giving the person an opportunity of being heard.  
 
 

Summary Assessment (Section 64) 

Q18. Under what circumstances can a tax officer initiate Summary Assessment?  [Additional Que] 
Answer 
As per section 64 of CGST/SGST Act, Summary Assessments can be initiated to protect the interest of revenue when: 

a) the proper officer has evidence that a taxable person has incurred a liability to pay tax under the Act, and 
b) The proper officer believes that delay in passing an assessment order will adversely affect the interest of revenue. 
Such order can be passed after seeking permission from the Additional Commissioner / Joint Commissioner. 

 

 

 

Q19. Is summary assessment order to be necessarily passed against the taxable person? [ICAI Study Mat.] 
Answer: 
No. In certain cases, like when goods are under transportation or are stored in a warehouse, and the taxable person in respect of such goods 

cannot be ascertained, the person in charge of such goods shall be deemed to be the taxable person and will be assessed to tax.  

Q20. Write a brief note on Summary Assessment in certain special cases as per section 64 of the CGST Act, 2017. 
 (Question for Practice)/ May 18) 
Answer: 
As per section 64 of the CGST Act, 2017, summary assessments can be initiated to protect the interest of revenue with the previous 
permission of Additional/Joint Commissioner when the proper officer has evidence that taxable person has incurred a liability to pay tax under 
the Act, and any delay by him in passing an assessment order may adversely affect the interest of revenue. 
 
Additional/Joint Commissioner may withdraw summary assessment order on an application filed by taxable person within 30 days from the 
date of receipt of order or on his own motion, if he finds such order to be erroneous and may instead follow the procedures laid down in 
section 73 or section74 to determine the tax liability of such taxable person. 
 
Where the taxable person to whom the liability pertains is not ascertainable and such liability pertains to supply of goods, the person in charge 
of such goods shall be deemed to be the taxable person liable to be assessed and liable to pay tax and any other amount due under this 
section. 
 
Q21: A summary assessment order has been issued against Mr. Kanhaiya Mittal, a taxable person under GST. Mr. Kanhaiya Mittal does not 

wish to take recourse to appellate machinery against the assessment order. He has approached you for seeking advice on whether there is 

any other recourse available to him against the said summary assessment  

Answer 
Yes, Mr. Kanhaiya Mittal has other recourse available to him against summary assessment order other than appellate remedy. Mr. Kanhaiya 

Mittal against whom a summary assessment order has been passed can apply for its withdrawal to the jurisdictional Additional/Joint 

Commissioner within 30 days of the date of receipt of the order vide section 64 of CGST Act. If the said officer finds the order erroneous, he 

can withdraw it and direct the proper officer to carry out determination of tax liability in terms of section 73 or 74 of CGST Act. The 

Additional/Joint Commissioner can follow a similar course of action on his own motion if he finds the summary assessment order to be 

erroneous.  
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Q22. Ms. Reena Banerji is engaged in retail business of  selling mobile phones in the State  of West Bengal. She has effected supplies to  

the  customers in  the  State  of Uttar  Pradesh and Haryana. Her total turnover during the financial year ending 31st March, 20XX is ` 

18,00,000. Owing to low profit margins  in  the business, she has decided to shut down  the business in April 20XX. 

The proper officer has collected evidences of the inter-State  sale  of  mobile  phones effected by Ms. Reena Banerjee during the FY 

ending 31st March 20XX. Now, the proper officer wants to make the assessment as she was liable for registration but did  not get  herself 

registered. 

You are required to assist the proper officer  by  determining  which  assessment  can  be done in this case under the CGST Act, 2017? 

(a) Self-assessment 

(b) Provisional Assessment 

(c) Assessment of un-registered persons 

(d) Special assessment 

Answer:-  (C )Assessment of un-registered persons 

 

Q23. In what cases, assessment order passed by proper officer may be withdrawn? [ICAI Study Mat.] May 18) (Mock Test Oct 2019) 
Answer: 
Assessment Order passed by proper officer may be withdrawn in the following cases:-  

(i) Assessment of Non-filers of return – The best judgment order passed by the Proper Officer under section 62 of CGST Act shall 

automatically stand withdrawn if the taxable person furnishes a valid return for the default period (i.e. files the return and pays the tax as 

assessed by him), within thirty days of the receipt of the best judgment assessment order  

(ii) Summary Assessment – A taxable person against whom a summary assessment order has been passed can apply for its withdrawal to 

the jurisdictional Additional/Joint Commissioner within thirty days of the date of receipt of the order.  

If the said officer finds the order erroneous, he can withdraw it and direct the proper officer to carry out determination of tax liability in terms of 

section 73 or 74 of CGST Act. The Additional/Joint Commissioner can follow a similar course of action on his own motion if he finds the 

summary assessment order to be erroneous.  

Audit 

Q25. Who can conduct audit of taxpayers? [ICAI Study Mat.]/ Nov 18) OR 
Q. How many types of audit are prescribed under GST Act? Briefly explain each one of them. (Question for Practice) 
Answer: 
There are two types of audit prescribed in the GST Act(s) as explained below:  

 (a) Audit by Department: The Commissioner or any officer of CGST or SGST or UTGST authorized by him by a general or specific order, 

may conduct audit of any registered person. The frequency and manner of audit will be prescribed in due course. (Section 65 of the CGST 

Act)  

(b) Special Audit: If at any stage of scrutiny, inquiry, investigations or any other proceedings, if department is of the opinion that the value 

has not been correctly declared or credit availed is not with in the normal limits, department may order special audit by Chartered Accountant 

or Cost Accountant, nominated by department. (Section 66 of the CGST Act) 
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Q26. Explain the difference between Audit by Tax Authorities under section 65 and Special Audit under section 66 of the CGST Act, 
2017.         (Question for Practice)/ Nov 18) 
Answer: 
Audit by Tax authorities under section 65 of the CGST Act, 2017:- 
 
1 The Commissioner or any officer authorized by him can undertake audit of any registered person for such period, at such frequency and in 
such manner as may be prescribed. 
 
2 The audit shall be completed within a period of 3 months from the date of commencement of audit. However, the Commissioner can extend 
this period by a further period up to maximum 6 months. 
Special Audit under section 66 of the CGST Act, 2017:- 
 
1 The registered person can be directed to get his records including books of account examined and audited by a chartered accountant or a 
cost accountant during any stage of scrutiny, inquiry, investigation or any other proceedings; depending upon the complexity of the case. Any 
officer not below the rank of Assistant Commissioner may order special audit, with the prior approval of the Commissioner, if he is of the 
opinion that the value has not been correctly declared or the credit availed is not within the normal limits. 
 
2 Audit is to be completed within 90 days. However, the Assistant Commissioner can extend this period by a further period of 90 days. 
 

15. (CA Final RTP Nov 21) Answer the following questions:  
Prithviraj Ltd., registered under GST in Uttar Pradesh, is served a notice for audit by the tax authority under GST law on 10th 
July.  The records and other documents as sought by the tax authority have been made available by Prithviraj Ltd. on 25th 
July.  The tax authority visits the office of Prithviraj Ltd. located in Noida, Uttar Pradesh on 8th August for conducting audit.    
Determine the time-limit within which the audit under section 65 of the CGST Act, 2017 is required to be completed assuming 
that no extension is permitted in the given case.  
Answer  
As per section 65(4) of the CGST Act, 2017, audit shall be completed within a period of 3 months from the date of commencement of 
the audit.  Further, commencement of audit means the later of the following:  

(a) the date on which the records and other documents, called for by the tax authorities, are made available by the 
registered person, or (b) the actual institution of audit at the place of business of the taxpayer.  
Accordingly, in the given case, date of commencement of audit is later of:  
(a) the date on which the records and other documents, are made available by  

Prithviraj Ltd., i.e. 25th July, or  
(b) the actual institution of audit at the place of business of Prithviraj Ltd., i.e.  8th August.  
Thus, date of commencement of audit is 8th August.  
Hence, audit shall be completed within 3 months from the date of commencement of the audit (8th August).  
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CHAPTER 15 & 16 –  
Export, Import and REFUNDS  

 
Q6. Discuss supplies which have been notified as deemed exports under section 147 of CGST Act, 2017. (Question for Practice)/ 

Nov 18) 

Answer: 

the following supplies have been notified as deemed exports under section 147 of the CGST Act, 2017: 
1. Supply of goods by a registered person against Advance Authorisation. [If exports have already been made after availing ITC on inputs 
used in manufacture of such exports, the goods so supplied should be used in manufacture and supply of taxable goods (other 
than nil rated or fully exempted goods) and a certificate to this effect from a Chartered Accountant should be submitted to the 
jurisdictional Commissioner of GST or any other officer authorised by him within 6 months of such supply.]  
 

2. Supply of capital goods by a registered person against Export Promotion Capital Goods Authorisation. 

3. Supply of goods by a registered person to Export Oriented Unit. 

4. Supply of gold by a notified bank/Public Sector Undertaking against Advance Authorisation. 

Q12:- What is relevant date for calculating the two years‘ time limit? 

Answer 
The relevant date is different for each situation and the same is provided below: 

1 in the case of goods exported out of India where a refund of tax paid is available in respect of goods themselves or, as the case may 
be, the inputs or input services used in such goods,- 

if the goods are exported by sea or air,; or the date on which the ship or the aircraft in which 
such goods are loaded, leaves India 

if the goods are exported by land,; or the date on which such goods pass the frontier 

if the goods are exported by post,; the date of despatch of goods by the Post Office 
concerned to a place outside India 

2 in the case of supply of goods regarded as deemed exports where a refund of 
tax paid is available in respect of the goods. 

the date on which the return relating to such 
deemed exports is furnished; 

3 in the case of services exported out of India where a refund of tax paid is available in respect of services themselves or, as the case 
may be, the inputs or input services used in such services, 

where the supply of services had been completed prior to the receipt of 
such payment; or 

date of receipt of payment in convertible foreign 
exchange or in Indian rupees wherever 

permitted by the RBI 

where payment for the services had been received in advance prior to the 
date of issue of the invoice; 

date of issue of invoice, 

4 in case where the tax becomes refundable as a consequence of judgment, 
decree, order or direction of the Appellate Authority, Appellate Tribunal or any 
court; 

the date of communication of such judgment, 
decree, order or direction 

5 in the case of refund of unutilised input tax credit under clause (ii) of the first 
proviso to sub-section (3), (i.e inverted duty structure - Where input tax rate is 
higher than output tax rate) 

the due date for furnishing of return under 
section 39 for the period in which such claim for 
refund arises;; 

6 in the case where tax is paid provisionally under this Act or the rules made 
thereunder; 

the date of adjustment of tax after the final 
assessment thereof 

7 in the case of a person, other than the supplier,; and the date of receipt of goods or services or both by 
such person 

8 In any other case, the date of payment of tax. 

 
Q14. State the cases where neither a declaration by the applicant nor a certificate by a Chartered Accountant/Cost Accountant is 

required to be furnished or 

Exception to unjust enrichment or where refund amount paid to applicant instead of crediting to consumer welfare fund 

Answer 
Neither a declaration by the applicant nor a certificate by a Chartered Accountant/Cost Accountant is required to be furnished in the 

following cases: 

(a) refund of tax paid on export of goods or services or both or on inputs or input services used in making such exports;  
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(b) refund of unutilised ITC in case of zero rated supplies made without payment of tax or on account of inverted duty structure;  

(c) refund of tax paid on a supply which is not provided, either wholly or partially, and for which invoice has not been issued, or where a refund 

voucher has been issued. The expression “invoice” referred here means invoice conforming to the provisions contained in section 31. 

 (d) refund of tax in pursuance of section 77, i.e. tax paid on a transaction treating it as an intra-State supply, but which is subsequently held 

to be an inter-State supply or vice-versa.  

(e) the tax or interest borne by such other class of applicants as the Government may, on the recommendations of the Council, by notification, 

specify.  

 

(CA Final July 21):  Question 4 (b) 
Candidates are required to attempt either part (i) or part (ii).  

(i) DF Ltd. exported goods valued ` 50 lakh and received refund of integrated tax paid amounting to ` 9 lakh on 16th August, 

2020. He could realise export proceeds to the extent of ` 25 lakh, but did not realise the balance export proceeds within the 

prescribed time limit of 9 months and has applied for extension of time to RBI. There is no dispute about the supply of the 
goods as regards quality, time of supply and fulfilment of terms and conditions of sale. He wants you to inform him of the 
consequences under GST law in case RBI does not give him the extension. (4 Marks) OR  

Answer 
(b) (i) Where any applicant has received the refund of integrated tax paid on export of goods but could not realise the sale proceeds of 

such exported goods within the prescribed time limit (or extended time period), he shall deposit the amount so refunded 
along with interest of 18% within 30 days of the expiry of the said period (or extended time period), to the extent of non-
realisation of sale proceeds.  

  
However, if the RBI writes off the requirement of such realization on merits, recovery shall not be made.    
In view of the aforesaid provisions, DF Ltd. has to deposit the refund of integrated tax of ` 4.5 lakh (to the extent of non-

realisation of export proceeds of ` 25 lakh) along with interest @ 18% within 30 days of the expiry of the prescribed time-
limit.  

In case of failure to do so, the amount will be recovered in accordance with the provisions relating to recovery of erroneous refund and 
also penalty can be imposed 
Whether the second proviso to 
section 54(3) of CGST / SGST Act, 
prohibiting refund of unutilized ITC is 
applicable in case of exports of goods 
which are having NIL rate of export 
duty. 

it is clarified that only those goods which are actually subjected to export duty i.e., on which some 
export duty has to be paid at the time of export, will be covered under the restriction imposed 
under section 54(3) from availment of refund of accumulated ITC. Goods, which are not subject to 
any export duty and in respect of which either NIL rate is specified in Second Schedule to the 
Customs Tariff Act, 1975  or which are fully exempted from payment of export duty by virtue of any 
customs notification or which are not covered under Second Schedule to the Customs Tariff Act, 1975,  
would not be covered by the restriction imposed under the second proviso to section 54(3) of the 
CGST Act for the purpose of availment of refund of accumulated ITC. 

 

 

 

Que 25(i) - M/s ABC ltd supplying goods in India as well as exporting outside India. Following are the details for the relevant 

period 

Value of goods supplied within India [600 Kg × Rs 1000] 6,00,000 

Value of goods exported outside India without payment of IGST under Bond/LUT  
[1000 Kg × Rs 2000] 

20,00,000 

Payment received for export of service ( it includes advance received of Rs 50,000 
for service to be supplied in Future) 

10,50,000 

Value of service supplied within India 4,00,000 

Input tax credit on input 1,00,000 

Input tax credit on capital goods 4,00,000 

Input tax credit on input service 3,00,000 

Determine the Maximum amount of Refund? 
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Ans  

Net input tax credit = 1 lac + 3 lac 4,00,000 

Turnover of Zero rated supply of goods: Lower of 2 

(i) Value of goods exported without payment of IGST under Bond/LUT 20,00,000 

(ii) the value which is 1.5 times the value of like goods 
domestically supplied by the same or, similarly placed, supplier, as 
declared by the supplier [1000 Kg × 1000 × 1.5] 

15,00,000 

, 
 whichever is less 

15,00,000 

Value of Service exported without payment of IGST – Zero rated supply 
[ Amount Received less advance] = [10,50,000 – 50,000] 

10,00,000 

Adjusted total turnover 
Export of goods                                                                                              15,00,000 
Export of service                                                                                            10,00,000 
Value of goods supplied within India                                                           6,00,000 
Value of service supplied within India                                                         4,00,000 

 
 
 
 
40,00,000 

Maximum Eligible Refund = 4 lac × 15 lac + 10 lac / 35 lac 2,85,714 
 

Note – Refund of input tax credit on capital goods is not allowed. 
 

 

 Q25 (ii). Wye Ltd. provides the following details of September 20XX for computation of refund claim under rule 89(4) of the CGST 
Rules, 2017. Compute the eligible claim under the said rule assuming that other conditions are fulfilled. 
 

Particulars  Amount(`) 

Opening balance of ITC  5,00,000 

ITC availed during the period, which includes the claim for refund made of `5,00,000 eligible under rule 89(4A)/89(4B) 
of the CGST Rules, 2007 

25,00,000 

Zero rated supply of goods made during the period without payment of tax under bond/ LUT Total Value [30,000 Kg × 
Rs 2000], which include the supply of ` 1,00,00,000 [5,000 Kg × Rs 2000] for which refund claim is made under rule 
89(4A)/89(4B) of the CGST Rules, 2017  
 

6,00,00,000 

Supply of goods other than zero rated supply  [20,000 Kg × Rs 1500] 3,00,00,000 

 (Question for Practice)/ (May 19) 

Answer: 
As per rule 89(4) of the CGST Rules, 2017, in case of zero-rated supply of goods without payment of tax under bond/LUT, refund of ITC is 
granted as per the following formula: 
 

Refund Amount  = 
(Turnover of zero-rated supply of goods + Turnover of zero-rated 
supply of services)  

×  Net ITC 

Adjusted Total Turnover 

 
 
 
Net ITC excludes ITC availed for which refund is claimed under rule 89(4A)/ (4B) of the CGST Rules, 2017. Further, turnover of zero-rated 
supply of goods and adjusted total turnover exclude turnover of supplies in respect of which refund is claimed under 89 (4A)/ (4B). 

―Turnover of zero-rated supply of goods" means  
(i) the value of zero-rated supply of goods made during the relevant period without payment of tax under bond or letter of 

undertaking [other than the turnover of supplies in respect of which refund is claimed under sub-rules (4A) or (4B) or both] 
or  

(ii) the value which is 1.5 times the value of like goods domestically supplied by the same or, similarly placed, supplier, as 
declared by the supplier, 
 whichever is less,   
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Accordingly, turnover of zero rated supply of goods = [` 5,00,00,000 (` 6,00,00,000 – 1,00,00,000) or 25000 Kg × 1500 × 1.5] whichever is 
less;  
= 5,00,00,000 
Net ITC = ` 20,00,000 [` 25,00,000 – ` 5,00,000] and  
Adjusted Total Turnover = ` 8,00,00,000 [` 6,00,00,000 + ` 3,00,00,000 – ` 1,00,00,000] 
 
Thus, maximum refund amount under rule 89(4) 
= ` 20,00,000 × ` 5,00,00,000 / ` 8,00,00,000 = ` 12,50,000 
NOV 19 
Q26. The following particulars are furnished by Delight Exporters, Karnataka, which is duly registered under the GST law. The entity has also 
filed bond/LUT in order to export goods without payment of any taxes. You are required to calculate the refund amount in respect of input tax 
credit on inputs and input services relating to goods exported in the relevant tax period. 

SI. 
No. 

Particulars of supply  
Value of supply 
in ` 

1.  
Turnover - excluding supply of services, but includes exempt supplies of ` 8,00,000 and inward supplies of ` 
2,00,000 [ it also includes domestic turnover sold @ 1000 per kg) 

76,00,000 

2.  Zero-rated supply of goods under bond/LUT [1000 Kg × Rs 1200] 12,00,000 

3.  Export services under bond/LUT  48,00,000 

4.  Non zero-rated supply of services  10,00,000 

5.  
Payments received towards zero-rated supply, which includes ` 12,00,000 against which services are yet to be 
supplied. 

48,00,000 

6.  Advance received in the past, against which zero-rated supplies have been made in the current tax period 14,00,000 

7.  
Turnover on which suppliers have claimed refund under rule 89(4A) and rule 89(4B)  
-Goods [ 500 Kg × Rs 1200] 
-Services 

 
6,00,000  
6,00,000 

8.  ITC on inputs and input services during the tax period including those under rule 89(4A) and rule 89(4B) 12,00,000 

9.  ITC relating to rule 89(4A) and rule 89(4B)  2,40,000 

(5 Marks)  
Answer: 
 In case of zero-rated supply of goods and services without payment of tax under bond/LUT, refund of ITC relating to goods and services 
exported is granted as per the following formula: 

Refund Amount  = (Turnover of zero-rated supply of goods + Turnover of zero-rated supply of services)  ×  Net ITC 

 
 

Adjusted Total Turnover 
  

 Accordingly, the amount of refund shall be computed as follows: 

Particulars  ` 
Net ITC excluding ITC availed for which refund is claimed under rule 89(4A) and 89(4B) (` 12,00,000 - ` 2,40,000) 9,60,000 

―Turnover of zero-rated supply of goods" means  
(i) the value of zero-rated supply of goods made during the relevant period without payment of tax under 

bond or letter of undertaking [other than the turnover of supplies in respect of which refund is claimed 
under Rule 89(4A) or (4B) or both] or = [12 lakh – 6 lakh] = 6 lakh 

(ii) the value which is 1.5 times the value of like goods domestically supplied by the same or, similarly 
placed, supplier, as declared by the supplier, [500 Kg × 1000 × 1.5] = 7,50,000 
 whichever is less,   

6,00,000 

Turnover of zero rated supply of services [Aggregate of payments received during the relevant period and services where 
supply has been completed for which payment had been received in advance in any prior period reduced by advances 
received for which the supply of services has not been completed during the relevant period] [` 48 lakh + 14 lakh - ` 12 
lakh]9 

50,00,000 

Adjusted total turnover = Turnover in a State excluding turnover of services + Turnover of zero-rated supply of services 
determined as above + Non-zero-rated supply of services – [Exempt supplies other than zero-rated supplies + Turnover of 
supplies in respect of which refund is claimed under 89(4A) and 89(4B)] [` 76 lakh - ` 2 lakh + ` 50 lakh + ` 10 lakh – (` 8 
lakh10 + ` 6 lakh + ` 6 lakh)] 

1,14,00,000 

Refund of ITC for zero rated supply of goods and zero rated supply of services [` 9,60,000 x (` 56,00,000/ ` 
1,14,00,000)] 

4,71,579 
(rounded off) 

Note: The above answer is based on the following assumptions made with regard to the information given in the table in the question: 
(i)  Turnover at Sl. No. 1 [` 76 lakh] includes the turnover of zero rated supply of goods given at Sl. No. 2 [` 12 lakh]. 

(ii) Turnover of zero rated supply of goods given at Sl No. 2 [` 12 lakh] includes turnover of supplies of goods in respect of which refund has 
been claimed under rule 89(4A) and 89(4B) [` 6 lakh]  
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 (ii) Turnover of zero rated supply of services computed as per rule 89(4)(D) [` 50 lakh] includes the turnover of supplies of services in respect 
of which the refund is claimed under rule 89(4A) and 89(4B) [` 6 lakh].  
 
However, the above question can also be answered on the basis of alternate assumptions e.g., the turnover of zero rated supply of goods 
given at Sl. No. 2 [` 12 lakh] excludes turnover of supplies of goods in respect of which refund has been claimed under rule 89(4A) and 
89(4B) [` 6 lakh] or the turnover at Sl. No. 1 [` 76 lakh] does not include the turnover of zero rated supply of goods given at Sl. No. 2 [` 12 

lakh] and turnover of supplies of goods in respect of which refund has been claimed under rule 89(4A) and 89 (4B) [` 6 lakh].  
 
9 It is assumed that Sl. No. 6. of the table in the question belongs to zero rated supply of service and not for zero rated supply of goods.  
10 The exempt supplies are logically assumed to be other than zero rated supplies.     
 
Q27. Kailash Global (P) Ltd. supplies various goods in domestic and international markets. It is engaged in both manufacturing and 
trading of goods. The company is registered under GST in the State of Karnataka. The company exports goods without payment of 
tax under letter of undertaking in accordance with the provisions of section16 (3)(a) of the IGST Act, 2017. 
 
The company has made the following supplies during a tax period: 
 

S. No. Particulars  (`) 

(i)  
Export of product ‗A‘ to UK for $ 10,000. Assessable value under customs in Indian 
rupees.[Export duty is levied on product ‗A‘ at the time of exports] 

7,00,000 

(ii)  
Domestic supplies of taxable product ‗B‘* during the period [excluding tax @ 5%][Inputs used in 
manufacturing of such goods are taxable @18%]*not notified as a product, in respect of which 
refund of unutilised ITC shall not be allowed under section 54(3)(ii) of the CGST Act, 2017 

10,00,000 

(iii)  
Supply of goods to Export Oriented Unit [excluding tax @ 18%  [ITC has been claimed by the 
recipient] 

5,00,000 

(iv)  Export of exempt supplies of goods ―D‖ [ 600 Kg × Rs 1000] 6,00,000 

(v) Value of goods ―D‖ domestically supplied by Similarly placed Supplier [ 500 Kg × Rs 900] 4,50,000 

 
The ITC available for the above tax period is as follows: 
EFUNDS 

S. No. Particulars  (`) 

(i)  
On inputs (including ` 50,000 on export of exempt 
supplies) 

3,50,000 

(ii)  On capital goods  1,20,000 

(iii)  
On input services (including ` 18,000 on outdoor 
catering) 

2,00,000 

 
Determine the maximum amount of refund admissible to Kailash Global (P) Ltd. for the given tax period. (Question for Practice)/ 
RTP May 19 
 
Answer: 
Computation of maximum amount of refund admissible to Kailash Global (P) Ltd. 
 

Particulars  (`) 

Exports of product ‗A‘ to UK [Note 1]  Nil 

Domestic supplies of taxable product ‗B‘ during the 
period [Note 2] 

75,000 

Supply of goods to Export Oriented Unit [Note 3]  Nil 

Export of exempt supplies [Note 4]  1,14,000 

Total refund claim admissible  1,89,000 

 
Notes: 
 
1. Export of goods is a zero rated supply in terms of section 16(1)(a) of the IGST Act, 2017. Further, Kailash Global (P) Ltd. exports goods 
without payment of tax under letter of undertaking in accordance with the provisions of section 16(3)(a) of the IGST Act, 2017.Therefore, as 
per clause (i) of first proviso to section 54(3) of the CGST Act, 2017, a registered person may claim refund, of any unutilised ITC in the case 
of zero rated supply made without payment of tax at the end of any tax period. However, second proviso to section 54(3) lays down that 
refund of unutilized ITC is not allowed if the goods exported out of India are subjected to export duty. 
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2. Refund of unutilised ITC is allowed in case of inverted duty structure, i.e. where the credit has accumulated on account of rate of tax on 
inputs being higher than the rate of tax on output supplies (other than nil rated or fully exempt supplies) except supplies of goods or services 
or both as may be notified by the Government on the recommendations of the GST Council [Clause (ii) of the first proviso to section 54(3) of 
the CGST Act, 2017]. 
 
Rule 89(5) of the CGST Rules, 2017 stipulates that in the case of refund on account of inverted duty structure, refund of ITC is granted 
as per the following formula – 
 

Maximum Refund 
Amount  

= Turnover of inverted rated supply of goods and services × 
Net ITC 

- Tax payable on such 
inverted rated supply of 
goods and services   Adjusted Total Turnover  

Where- 
 
―Net ITC‖ means ITC availed on inputs during the relevant period other than the ITC availed for which refund is claimed under subrules (4A) 
or (4B) or both. 
 
―Adjusted total turnover‖ means the sum total of the value of: 
 

(a) the turnover in a State/ Union territory, as defined under section 2(112), excluding turnover of services; & 
(b) the turnover of zero-rated supply of services determined in terms of specified manner and non-zero-rated supply of services, 

 
Excluding: 
 
(i) the value of exempt supplies other than zero-rated supplies; and 
(ii) the turnover of supplies in respect of which refund is claimed under sub-rule (4A) or sub-rule (4B) or both, if any, during the relevant 
period. 
 
―Relevant period‖ means the period for which the claim has been filed 
 
Tax payable on inverted rated supply of goods = ` 10, 00,000 × 5% = ` 50,000 
 
Here, Net ITC = ` 3,50,000, Adjusted Total Turnover = ` 28,00,000 [` 7,00,000 + ` 10,00,000 + ` 5,00,000 + ` 6,00,000] and Turnover of 
inverted rated supply of goods = ` 10,00,000 
 
Thus, maximum refund amount under rule 89(5) = ` 3, 50,000) x 10, 00,000/ ` 28, 00,000 - ` 50,000 = ` 75,000 
 
3. As per section 2(39) of the CGST Act, 2017, deemed exports means such supplies of goods as may be notified under section 147 of the 
CGST Act, 2017. Supplies to EOU is notified as deemed export under section 147 vide Notification No. 48/2017 CT dated 18.10.2017. In 
respect of supplies regarded as deemed exports, the application of refund can be filed by the supplier of deemed export supplies only in 
cases where the recipient does not avail of ITC on such supplies and furnishes an undertaking to the effect that the supplier may claim the 
refund [Third proviso to rule 89(1) of the CGST Rules, 2017].Therefore, since in the given case, the recipient is claiming ITC, Kailash Global 
(P) Ltd. (supplier of deemed exports) cannot claim refund of ITC. 
 
4. Section 16(2) of the IGST Act, 2017 stipulates that subject to the provisions of section 17(5) of the CGST Act, ITC may be availed for 
making zero-rated supplies, notwithstanding that such supply maybe an exempt supply. Section 54(3) of the CGST Act, 2017 allows refund of 
ITC in the case of zero rated supply made without payment of tax. 
 
Rule 89(4) of the CGST Rules, 2017 stipulates that in the case of zero-rated supply of goods or services or both without payment of tax under 
bond/LUT in accordance with the provisions of section 16(3) of the IGST Act, 2017, refund of ITC shall be granted as per the 
following formula: 
 

Refund Amount  = 
(Turnover of zero-rated supply of goods + Turnover of zero-rated 
supply of services)  

×  Net ITC 

  
Adjusted Total Turnover 

  
 
 
Where- 
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―Net ITC‖ means ITC availed on inputs and input services during the relevant period other than the ITC availed for which refund is claimed 
under sub-rules (4A) or (4B) or both. 

 
―Turnover of zero-rated supply of goods" means  

(i) the value of zero-rated supply of goods made during the relevant period without payment of tax under bond or letter of 
undertaking [other than the turnover of supplies in respect of which refund is claimed under sub-rules (4A) or (4B) or both] 
or  

(ii) the value which is 1.5 times the value of like goods domestically supplied by the same or, similarly placed, supplier, as 
declared by the supplier, 
 whichever is less,   

 
―Adjusted total turnover‖ means the same as explained in point 2 above. 
 
Here, Turnover of zero rated supply of goods = [` 6,00,000 or (600 Kg × 900 × 1.5)] whichever is less = Rs 6,00,000, 
 ,Net ITC = ` 5,32,000 (ITC on outdoor catering disallowed under section 17(5) of CGST Act, 2017) and  
Adjusted Total Turnover = ` 28,00,000 (as computed in point 2 above)  
Thus, maximum refund amount under rule 89(4) = ` 5,32,000 x 6,00,000/ ` 28,00,000 = ` 1,14,000. 
 
Q28. Super Engineering Works, a registered supplier in Haryana, is engaged in supply of taxable goods within the State. Given 
below are the details of the turnover and applicable GST rates of the final products manufactured by Super Engineering Works as 
also the input tax credit(ITC) availed on inputs used in manufacture of each of the final products and GST rates applicable on the 
same, during a tax period: 
 

Products  Turnover* (`) Output GST Rates ITC availed (`) Input GST Rates 

A  500,000  5%  54,000  18% 

B  350,000  5%  54,000  18% 

C  100,000  18%  10,000  18% 

 
*excluding GST 
 
Determine the maximum amount of refund of the unutilized input tax credit that Super Engineering Works is eligible to claim under 
section 54(3)(ii) of the CGST Act, 2017 provided that Product B is notified as a product, in respect of which no refund of unutilised 
input tax credit shall be allowed under said section.                                           (Question for Practice)/ RTP Nov 18) /Mock Test April 
19 
 
Answer: 
Section 54(3)(ii) of the CGST Act, 2017 allows refund of unutilized input tax credit (ITC) at the end of any tax period to a registered person 
where the credit has accumulated on account of inverted duty structure i.e. rate of taxon inputs being higher than the rate of tax on output 
supplies (other than nil rated or fully exempt supplies), except supplies of goods or services or both as may be notified by the Government on 
the recommendations of the Council. 
 
In the given case, the rates of tax on inputs used in Products A and B (18%each) are higher than rates of tax on output supplies of Products A 
and B(5% each). However, Product B is notified as a product, in respect of which no refund of unutilised ITC shall be allowed under section 
54(3)(ii) of the CGST Act, 2017. Therefore, only Product A is eligible for refund under section 54(3)(ii). 
 
Further, rule 89(5) of the CGST Rules, 2017 stipulates that in the case of refund on account of inverted duty structure, refund of ITC shall be 
granted as per the following formula – 
 

Maximum Refund Amount  = 
Turnover of inverted rated supply of goods and 
services × Net ITC 

- Tax payable on such inverted 
rated supply of goods and services 

  
Adjusted Total Turnover 

 
 
Where,- 
 
A. "Net ITC" means input tax credit availed on inputs during the relevant period; 
 
B. Adjusted Total Turnover means the sum total of the value of-  
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(a) the turnover in a State or a Union territory, as defined under section 2(112), excluding the turnover of services; and 
 
 
 

(b) the turnover of zero-rated supply of services determined in specified manner and non-zero-rated supply of services, excluding- 
 
(i) The value of exempt supplies other than zero-rated Supplies; and 
(ii) the turnover of supplies in respect of which refund is claimed under rule 89(4A) or rule 89(4B) or both, if 
any, during the relevant period. 

 
C. Relevant period means the period for which the claim has been filed. In accordance with the aforesaid provisions, the maximum refund 
amount which Super Engineering Works is eligible to claim shall be computed as follows: 
 
Tax payable on inverted rated supply of Product A = ` 5, 00,000 × 5% = ` 25,000 
 
Net ITC = ` 1,18,000 (` 54,000 + ` 54,000 + ` 10,000) [Net ITC availed during the relevant period needs to be considered irrespective of 
whether the ITC pertains to inputs eligible for refund of inverted rated supply of goods or not as clarified vide Circular No. 125/44/2019] 
Adjusted Total Turnover = ` 9,50,000 (` 5,00,000 + ` 3,50,000 + ` 1,00,000) Turnover of inverted  = [(` 5,00,000 × ` 1,18,000)/ ` 9,50,000] - 
` 25,000 = ` 37,105 (rounded off) 
 

 
Question 15:- Synotex Pvt. Ltd. manufactures taxable goods, ‗Q‘ and exempt goods ‗S‘. Product ‗S‘  is sold in international markets 
without payment of tax under letter of undertaking. The company is registered under GST in the State of Maharashtra. 
The company provides the following information in relation to various supplies made by it during a tax period: 

(a) Product ‗S has been exported to UK for £ 12,000 

(b) Product ‗Q‘ has been supplied to Betty Enterprises within India for ₹ 20,00,000 Note: The above amounts are 
exclusive of taxes, wherever applicable. 

The company provides the following information in relation to tax paid on inward supplies received during the said tax period: 

(a) GST of ₹ 5,00,000 has been paid on inputs 

(b) GST of ₹ 2,40,000 has been paid on capital goods 

(c) GST of ₹ 2,00,000 has paid on input services 

(d) All the above inputs, input services and capital goods are used in the manufacturing process 
Following additional information is also provided: 

(i) Value of product ‗S‘ exported to UK in Indian  rupees  is  ₹ 12,00,000.  However, value of such product when 
supplied domestically by the company in similar  quantities is ₹ 10,00,000. 

(ii) Betty Enterprises is a 100% export-oriented undertaking. It has claimed the ITC on goods supplied to it by Synotex 
Pvt. Ltd. 

(iii) The balance in the electronic credit ledger of Synotex Pvt. Ltd. at the end of the tax period for which the refund 
claim is  being filed after GSTR-3B for the said period   has been filed is ₹ 5,80,000. 

(iv) The balance in the electronic credit ledger of Synotex Pvt. Ltd. at the time of filing    the refund application is ₹ 
3,00,000. 

Compute the amount refundable to Synotex Pvt. Ltd. for the tax period. 
Answer:-  Export of goods is a zero rated supply in terms of section 16(1)(a) of the IGST Act, 2017. Section 16(2) of the IGST Act, 
2017 stipulates that subject to the provisions of section  17(5) of the CGST Act, 2017, ITC may be availed for making zero-rated 
supplies even if such supply may be an exempt supply. As per section 54(3)(i) of the CGST Act, 2017, a registered person may 
claim refund, of any unutilised ITC at the end of any tax period  in the case of zero rated supply made without payment of tax. 
Therefore, in the given case, Synotex Pvt. Ltd. will be eligible to claim ITC for export of exempt product ‗S‘ in terms of section 16(2) 
of  the  IGST Act, 2017 and will thus, be able  to claim refund of unutilised ITC in terms of section 54(3)(i) of the CGST Act, 2017. 
As per rule 89(4) of the CGST Rules, 2017, refund of unutilized ITC in case of zero rated supply without payment of tax under letter 
of undertaking  is granted in accordance with  the following formula: 
 

=
                                                                        

                       
          

Here, 
Net ITC = ₹ 7,00,000 [Net ITC includes ITC on inputs and input services but not ITC on capital goods]. 
Turnover of zero-rated supply of goods (Product ‗S‘) = ₹ 12,00,000 [Lower of the value of zero rated supply of goods (₹ 12,00,000) 
or the value which is 1.5 times the value of like goods domestically supplied by the same or, similarly placed, supplier (₹ 
15,00,000)]. 
Adjusted total turnover = ₹ 32,00,000 [₹ 20,00,000 + ₹ 12,00,000] Thus, refund amount under rule 89(4) 



CA Manoj Batra     314 
 
= ₹ 7,00,000 x ₹ 12,00,000/ ₹ 32,00,000 = ₹ 2,62,500. 
Circular No. 125/44/2019 GST dated 18.11.2019 provides that amount refundable to the applicant is least of the following amounts: 

(a) Maximum refund  amount  as  per  the  formula  in  rule  89(4)  of  the  CGST  Rules  [₹ 2,62,500] 

(b) Balance in the electronic credit ledger at the end of the tax period for which  the  refund  claim  is  being  filed  after  
GSTR-3B  for  the  said  period  has  been  filed   [₹ 5,80,000] 

(c) Balance in the electronic  credit ledger at  the time  of  filing  the  refund  application  [₹ 3,00,000] 
Thus, amount refundable to Synotex Pvt. Ltd. of unutilized ITC is ₹ 2,62,500. 
Supply of product ‗R‘ to Betty Enterprises, a 100% EOU 
Supplies to EOU is notified as deemed export under section 147 vide Notification No. 48/2017 CT dated 18.10.2017. In respect of 
supplies regarded as deemed exports, the application of refund can be filed by the supplier of deemed export supplies only in 
cases where the recipient does not avail of  ITC on such supplies and furnishes an undertaking   to the effect that the supplier may 
claim the refund [Third proviso to rule 89(1) of  the  CGST Rules, 2017]. Therefore, since in the given case, Betty Enterprises 
(recipient) is claiming ITC, Synotex Pvt. Ltd. (supplier of deemed exports) cannot claim refund of ITC. 
Therefore, amount refundable to Synotex Pvt. Ltd. is ₹ 2,62,500. 
   
 
  
Q49. Mr A filed an application for refund of tax  

Amount of Refund 3,66,000 

Date of Application for refund 01.01.2020 

Date of grant of Refund 21.03.2020 

Calculate interest for delayed refund u/s 56 

Answer 
As per Sec 56 of CGST Act, If any tax ordered to be refunded under section 54(5) to any applicant is not refunded within 60 days from the 

date of receipt of application, interest @6% shall be payable in respect of such refund from the date immediately after the expiry of 60 days 

from the date of receipt of application till the date of refund of such tax 

Amount of Refund 3,66,000 

Date of Application for refund 01.01.2020 

60 days from date of application expire on  
[ January – 30 days + February – 29 days + Mar = 1 day] 

01.03.2020 

Date of grant of Refund 21.03.2020 

No. of days for which refund delayed 20 days  

Interest on delayed refund = 3,66,000 × 6% × 20/366 1200 

 

Q50. Skylark Pvt. Ltd., Noida (Uttar Pradesh) is engaged in various kinds of commercial activities. It manufactures taxable goods as 
also  provides  certain  services.  The company has branch office in New Delhi.  The Head office at Noida and the branch office  in New 
Delhi are registered under GST. The branch office at New Delhi is eligible for full input tax credit. 

The company has reported a total turnover of Rs. 256 crore (exclusive of GST) for the  month of August 20XX.  The following 
information is provided by the company in relation   to such turnover: 

(i) The turnover includes Rs. 45 crore from sale of securities which were purchased for Rs. 30 crore in the month of January last year. 

(ii) The company supplied goods worth Rs. 50 crore to ABC Ltd. in UK under a letter of undertaking (LUT). The total export proceeds 
are received in the month of August 20XX itself; Rs. 30 crore in foreign currency and balance Rs. 20 crore in Indian rupees. 

(iii) The company provided consulting services to Sherpa & Sons in Nepal for Rs. 30 crore under a LUT. The entire consideration is 
received in Indian rupees in the month of August 20XX itself, with the permission of RBI. 

(iv) The turnover includes supply of goods worth Rs. 10 crore to  Shanghai  Jianguo Trading Company Ltd., a company based in 
China. As per the sale contract, the goods were to be assembled at Shanghai Jianguo Trading Company Ltd.‘s office in 
Gurugram, Haryana. The payment of the goods is received in convertible foreign exchange in the month of August 20XX itself. 

(v) Goods worth Rs. 20 crore are supplied under a LUT to DEF Pvt. Ltd. located in a SEZ  in the State of Uttar Pradesh. 

(vi) Goods worth Rs. 40 lakh were being procured from a vendor in Japan.  While the  goods were in transit, the company secured an 
order for the said  goods  for  Rs. 50 lakh from a buyer in Thailand. Thus, the goods were directly  sent  to  Thailand without 
entering India. 
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(vii) The company owns three immovable properties in Noida. The first building is let out for running a printing press at Rs. 10 lakh per 

month. The second building is let out for residential purpose at Rs. 5 lakh per month. The third building is let out to a Cold Storage 
operator at Rs. 5 lakh per month. The cold storage operator sub-lets the building as a warehouse to store potatoes. 

(viii) The remaining turnover comprised of taxable goods sold within the  State  and  outside the State in the ratio of 3:2. 

Total turnover of Rs. 256 crore includes the turnover referred to in points (i) to (vii) above. In addition to above – 

(i) the company transferred its stock (taxable goods) from Noida  to  Delhi  branch without any consideration; the value 
declared in the invoice is Rs. 4.5 crore (exclusive of GST). The cost of production of such goods is Rs. 10 crore. Such 
stock is sold to independent buyers at Rs. 15 crore (exclusive of GST). 

(ii) the company had sent goods worth Rs. 12 crore (exclusive of GST) to M/s Sharma Traders in Haryana on approval 

basis on 15th January, 20XX, 15th February 20XX & 15th March 20XX (Rs. 4 crore each month). Goods sent during 
all the three months  are approved in the month of September 20XX. 

Compute the GST liability [CGST & SGST or IGST, as the case may be] of Skylark Pvt.  Ltd., Noida for the month of August 
20XX. Make  suitable  assumptions  wherever  required. 

Assume the rates of taxes to be as under: 

 CGST SGST IGST 

Goods 6% 6% 12% 

Services 9% 9% 18% 

        RTP MAY 20 

 
Answer: 

Computation of GST liability of Skylark Pvt. Ltd. for the month of August 20XX 

S. 
No. 

Particulars Value (Rs. in 
crores) 

CGST @ 6% 
(Rs. in crores) 

SGST @ 6% 
(Rs. in crores) 

IGST@ 12% 
(Rs. in crores) 

Goods 

(i) Export of goods to ABC Ltd. in UK under a 
letter of undertaking (LUT) [Note 1] 

50   Nil 

(ii) Supply of goods to Shanghai Jianguo 
Trading Company Ltd. [Note 2] 

10   1.20 

(iii) Goods supplied to DEF Pvt. Ltd. located 
in a SEZ [Note 3] 

20   Nil 

(iv) Sale within the State [Note 4] 60. 18 3.6108 3.6108 - 

(v) Sale outside the State [Note 4] 40.12   4.8144 

(vi) Stock transfer from Noida to Delhi [Note 5] 4.5   0.54 

(vii) Goods sent for sale on approval basis on 

15th February, 20XX [Note 6] 

4.00   0.48 

 Total tax liability on goods [A]  3.6108 3.6108 7.0344 

Services CGST @ 9% 
(Rs. in crores) 

SGST @ 9% 
(Rs. in crores) 

IGST@ 18% 
(Rs. in crores) 

Services 

(i) Export of services to Nepal under a LUT 
[Note 7] 

30   Nil 

(ii) Receipts from renting of buildings [Note 
8] 

0.15 0.0135 0.0135  

Total tax liability on services [B]  0.0135 0.0135  

Neither goods nor services     

(i) Sale of securities [Note 9] 45 Nil Nil Nil 

(ii) Goods procured from vendor in Japan 
and supplied to buyer in Thailand [Note 
10] 

0.50   Nil 

Total tax liability on goods and services [(A) + 
(B)] 

 3.6243 3.6243 7.0344 
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Notes: 

(1) As per section 2(5) of the IGST Act, 2017, export of goods  means  taking goods out  of India to a place outside India.  Receipt of 
consideration in foreign exchange is not   a pre-requisite for export of goods. Export of  goods is a zero rated supply in  terms  of 
section 16(1)(a) of the IGST Act, 2017. A zero rated supply is supplied without payment of tax under a LUT in terms of section 
16(3)(a) of that Act. 

(2) As per section 2(5) of the IGST Act, 2017, export of goods  means  taking goods out  of India to a place outside India. Since, in 
the given case, the goods are being assembled in India (Gurugram, Haryana), the same are not exported. 

Hence, the place of supply thereof will be governed by section 10 of the IGST Act,  2017 which prescribes the provisions for 
determining the place of supply of goods other than supply of goods imported into or exported from India. As per section 10(1)(d) 
of the IGST Act, 2017, where the goods are assembled or installed at site, the place of supply shall be the place of such 
installation or assembly. Therefore, in the given case, the place of supply will be Gurugram, Haryana. 

Since the location of the supplier (Uttar Pradesh) and the place of supply (Haryana) are in two different States, the same is an inter-
State supply liable to IGST [Section 7(1)(a) of the IGST Act, 2017 read with section 5(1) of that Act]. 

(3) As per section 7(5)(b) of the IGST Act, 2017, supply of goods and/or services to a special economic zone (SEZ) unit is treated to 
be a supply of goods  and/or servi ces in the course of inter-State trade or commerce.   Therefore, supply of goods to a    SEZ unit 
located within the same State shall be liable to IGST [Section 5(1) of the IGST Act, 2017]. 

Supply of goods and/or services to a SEZ unit is a zero rated supply in terms of  section 16(1)(b) of the IGST Act, 2017. A zero 
rated supply is supplied without payment of tax under a LUT in terms of section 16(3)(a) of that Act. 

(4) Remaining turnover will be calculated as under 

Rs. 256 crore – (Rs. 45 crore + Rs. 50 crore + Rs. 30 crore + Rs. 10 crore + Rs. 20 crore + Rs. 0.50 crore + Rs. 0.10 crore + Rs. 0.05 
crore + Rs. 0.05 crore) = Rs. 100.30 crore 

 Supply within the State -Rs. 100.30 crore x 3/5 = Rs. 60.18 
 Supply outside the State - Rs.100.30 crore x 2/5 = Rs. 40.12 

Supply within the State is intra-State supply in terms of section 8(1) of IGST  Act,  2017 and thus, chargeable to CGST and SGST. 
Supply outside the State is inter - State supply chargeable to IGST [Section 7(1) of IGST Act, 2017 read with section 5(1) of the 
said Act]. 

(5) 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‘. 

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. 

 In the given case- 

 the location of the supplier is in Noida (Uttar Pradesh); and 

 the place of supply is the location of such goods at the time at which the movement thereof terminates for 
delivery to the recipient i.e., Delhi, in terms of section 10(1)(a) of the IGST Act, 2017. 

Therefore, the stock transfer by Noida office to Delhi branch 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. 

Rule 28 of the CGST Rules, 2017 prescribes the provisions to determine the value    of supply of goods or services or  both 
between distinct or  related persons, other  than through an agent. Second proviso to the said rule lays down that where the 
recipient is eligible for full input tax credit, the value declared in the invoice shall be deemed to be the open market value of the 
goods or services. Therefore, the value  of supply in this case will be Rs. 4.5 crore and open market value and cost of  
production of the goods will be irrelevant. 

(6) As per section 31(7) of the CGST Act,  2017, where the goods being sent or  taken  on approval for sale or return are removed 
before the supply  takes  place,  the  invoice shall be issued before or at the time of supply or six months from the date of removal, 
whichever is earlier. 

In the given case, the time period of six months for goods sent on 15th February,  20XX expires on 15.08.20XX. Therefore, the 
invoice for the said goods shall be  issued on 15.08.20XX and in terms of section 12(2)(a) of the CGST Act, 2017 read with 
Notification No. 66/2017 CT dated 15.11.2017, this date would also be the time  of supply of such goods. Thus, such goods will be 
liable to tax  in the month  of  August 20XX. Goods sent in the month of January would have been taxed in the month of July and 
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goods sent in the month of March would be taxed in the month of September. 

 Here,  

i. the location of the supplier is in Noida (Uttar Pradesh); and 

 the place of supply is the location of the goods at the time at which the movement thereof terminates for delivery 
to the recipient i.e., Haryana in terms of section 10(1)(a) of the IGST Act, 2017. 

Since the location of the supplier (Uttar Pradesh) and the place of supply (Haryana) are in two different States, the same is an inter-
State supply liable to IGST [Section 7(1)(a) of the IGST Act, 2017 read with section 5(1) of that Act]. 

(7) The given case is an export of service as per section 2(6) of the IGST Act, 2017, as- 

(i) the supplier of service is located in India (Noida); 

(ii) the recipient of service is located outside India (Nepal); 

(iii) the place of supply of service is outside India (Place of supply of consulting service will be the location of recipient, i.e. 
Nepal); 

(iv) the payment for such service has been received by the supplier of service in convertible foreign exchange or in Indian 
rupees wherever permitted by the Reserve Bank of India (Receipt of export consideration in Indian rupees is permitted by 
RBI in the given case); and 

(v) the supplier of service and the recipient of service are not  merely establishments of a distinct person in  accordance  with  
Explanation  1  in section 8. 

Export of services is a zero rated supply in terms  of section 16(1)(a) of  the IGST   Act, 2017. A zero rated supply is supplied 
without payment of tax under a LUT in terms of section 16(3)(a) of that Act. 

(8) Letting out of the building including a  commercial, industrial or  residential complex  for business or commerce, either wholly or 
partly, is a supply of service in terms of para 2(b) of the Schedule II to the CGST Act, 2017. Services by way of renting of 
residential dwelling for use as residence is exempt  from  tax  [Notification  No. 12/2017 CT (R) dated 28.06.2017]. Therefore, rent 
of Rs. 10 lakh  received  from letting out of building for printing press will be liable to tax and rent of Rs. 5 lakh received from 
letting out of building for residential purposes will be exempt from tax. 

Further, services by way of loading, unloading, packing, storage or warehousing of agricultural produce is exempt from tax 
[Notification No. 12/2017 CT (R) dated 28.06.2017]. However, in the given case, the Cold Storage  Operator  and  not  Skylark 
Pvt. Ltd. is engaged in warehousing of agricultural produce. Therefore, the Cold Storage Operator providing warehousing services 
for potatoes, being an agricultural produce, will be eligible for such exemption and services provided by Skylark Pvt. Ltd., being 
services of renting of immovable property (Rs. 5 lakh), will be liable to tax. 

 In case of letting out of first and third buildings, 

 the location of the supplier is in Noida (Uttar Pradesh); and 

 the place of supply is the location of  the immovable property, i.e. Noida  in  terms of section 12(3)(a) of the IGST 
Act, 2017. 

Since the location of the supplier (Uttar Pradesh) and the place of supply (Noida)    are in the same State, the same is an intra-
State supply in  terms of section 8(1) of  the IGST Act, 2017 and is thus, liable to CGST and SGST. 

(9) GST is leviable on supply of goods and/or services [Section 9(1) of the CGST Act, 2017]. Securities are specifically excluded from 
the definition of goods and services as provided under clause (52) and clause (102) respectively of section 2 of  the  CGST Act, 
2017. Therefore, sale of securities will not be liable to GST. 

(10) Paragraph 7 of the Schedule III to CGST Act, 2017  provides that supply of  goods from a place in the non-taxable territory to 
another place in the non-taxable territory without such goods entering into India (third country shipments) is treated neither as  a 
supply of goods nor a supply of services. Thus, there is no GST liability on such sales. Further, since such goods do not enter 
India at any point of  time, customs  duty and IGST leviable on imported goods will also not be leviable on such goods. 
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Q51. An international trade exhibition is going to be held in United States of  America  in  January. Aayaat Niryat Export House (ANEH) 
has participated in it.  It intends to  send  100 units of taxable goods manufactured by it to USA for display in the said exhibition. 

ANEH is of the view that the activity of sending the goods out of India for exhibition is a zero-rated supply. However, its tax advisor does 
not concur with its view.  Examine whether the view of ANEH is correct. 

Assuming that ANEH could  not sell any goods at  the exhibition and brings back entire  100 units to India (i) in February, (ii) in August, 

Discuss the requirement to issue invoice, if any, in each of the above independent cases. 

Would your answer be different if ANEH sells an aggregate of 65 units of  the taxable  goods in USA exhibition on different dates in 

January and remaining 35 units are brought back on 31st January. The tax advisor of ANEH advises ANEH that the export of 65 units 
qualify as zero-rated supply and it should apply for refund of the unutilized ITC in respect  of the same. Examine the technical veracity 
of the tax advisor‘s advice.    [RTP May 20] 
Answer: 

No, the view of ANEH that the activity of sending the goods out of India for exhibition is a zero-rated supply, is not correct. As per 
section 7 of the CGST Act, for any activity or transaction to be considered a supply, it must satisfy twin tests namely- 

(i) it should be for a consideration by a person; and 

(ii) it should be in the course or furtherance of business. 

The exceptions to the above are the activities enumerated in Schedule I of the CGST Act which are treated as supply even if made 
without consideration. Further, section 2(21) of the IGST Act defines ―supply‖, wherein it is clearly stated that it shall have the same 
meaning as assigned to it in section 7 of the CGST Act. 

Section 16 of the IGST Act defines ―zero rated supply‖ as any of the following supplies of 
goods or services or both, namely:– 

(a) export of goods or services or both; or 

(b) supply of goods or services or both to a Special Economic Zone developer or a Special Economic Zone unit. 

Thus, only such ―supplies‖ which are either ―export‖ or are ―supply to SEZ unit/ 
developer‖ would qualify as zero-rated supply. 

In view of the above provisions, Circular No. 108/27/2019 GST dated 18.07.2019 clarified that the activity of sending/ taking the goods 
out of India for exhibition or on consignment basis for export promotion, except when such activity satisfy the tests laid down in  
Schedule I of the CGST Act, do not constitute supply as the said activity  does  not fall within the scope of section 7 of the CGST Act as 
there is no consideration at that point in time. Since such activity is not a supply, the same cannot be considered as ―zero rated supply‖ 
as per the provisions contained in section 16 of the IGST Act. 

The said circular further clarified that the activity of sending/taking goods out of India for exhibition is in the nature of ―sale on approval 
basis‖ wherein the goods are sent/ taken outside India for the approval of the person located abroad and it is only when the said goods 
are approved that the actual supply from the exporter located in India  to  the importer located abroad takes place. 

The activity of sending/ taking specified goods is covered under the provisions of section 31(7) of the CGST Act, 2017 read with rule 55 
of CGST Rules, 2017. As per  said provisions, in case of the goods being sent or  taken on  approval  for sale, the invoice  shall be 
issued before/at the time of supply or 6 months from the date of removal,  whichever is earlier. The goods which are taken for supply on 
approval basis  can be  moved from the place of business of the registered supplier to another place within the same State or to a place 
outside the State on a delivery challan. 

In view of the said provisions, ANEH is not required to issue invoice at the time of taking the goods out of  India since the activity of  
merely sending/ taking the taxable goods out   of India is not a supply. However, the goods shall be  accompanied  with  a  delivery 
challan. Further, 

(i) In case the entire quantity of goods (100 units) sent to USA is not sold but brought back by ANEH in February, i.e.  
within the stipulated period of  6 months from  the  date of removal, no tax invoice is required to be issued as no  
supply  has  taken  place in such a case. 

(ii) In case, the entire quantity of goods (100 units) sent to USA is not sold and brought back by ANEH in August, i.e. after 6 
months from the date of removal, a tax invoice is required to be issued for entire 100 units of taxable goods in 
accordance with the provisions contained in section 12 [determining time of supply of goods] and section 31 [tax invoice] 
of the CGST Act, 2017 read with rule 46 [tax invoice] of the CGST Rules, 2017 within the time period stipulated under 
section 31(7) of the CGST Act, 2017. 

However, if an aggregate of 65 units of the goods are sold in USA exhibition by ANEH on different dates in January (i.e. within the 
stipulated period of 6 months), a tax invoice would be required to be issued for these units, at the time of each of these sales, in 
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accordance with the provisions contained in section 12 and section 31 of the CGST Act read with rule 46 of  the CGST Rules.  When 
the goods are sold in exhibition, actual supply from the exporter in India to the importer located abroad takes  place  and this supply 
qualifies as export. Export of goods is a zero-rated supply in terms of section 16(1)(a) of the IGST Act, 2017. 

If the remaining 35 units are brought back on  31st January, i.e. within the stipulated period of 6 months from the date of removal, no 
tax invoice is required to be issued as no supply has taken place in such a case. 

Further, tax advisor‘s advice is technically correct. Since the activity of sending / taking specified goods out of India is not a zero-rated 
supply, execution of a bond/Letter of Undertaking (LUT), as required under section 16 of the IGST Act, is not required. 

However, the sender can prefer refund claim even when the specified goods were sent / taken out of India without execution of a  
bond/LUT, if  he is otherwise eligible for refund   as per the provisions contained in section 54(3) of the CGST Act, 2017 read  with  rule  
89(4) of the CGST Rules, 2017 in respect of zero-rated supply of 65 units. 
 
 

Q52. Y ltd. Exported service valued at US $ 1,00,000. Supply of service completed on 15 November 2019. Payment for this service 

was received on 30th December 2019. Refund claim was filed by Y Ltd. In respect of tax paid on inputs and inputs services for` 

6,00,000 on 31st January, 2020. The refund claim was sanctioned on 30th April, 2020. What is the amount of refund Y Ltd. will get in 

accordance with law? What is the relevant date and rate of interest as per GST law?  (Question for Practice)/ 

Answer: 
As per clause (i) of first proviso to section 54(3) of the CGST Act, 2017, refund claim admissible to Y Ltd. on account of export of services 

being a zero-rated supply, is the unutilized ITC of ` 6,00,000. Where the supply of services had been completed prior to the receipt of 

payment, relevant date is the date of receipt of payment in convertible foreign exchange, i.e. 30th December, 2019 [Explanation to section 54 

of the CGST Act, 2017. 

 

As per section 56 of the CGST Act, 2017, where any tax ordered to be refunded to any applicant is not refunded within 60 days from the date 

of receipt of application, interest shall be payable @ 6% p.a. from the date immediately after the expiry of 60 days from the date of receipt of 

application till the date of refund of such tax. Since in the given case, tax ordered to be refunded is not refunded within 60 days from the date 

of receipt of application, viz., 31st January, 2020, interest @ 6% p.a. is payable. 

 

Question on que Amendment 
 

Q60. Whether the Refund of CGST and SGST sanctioned by respective officer or by Single Central/State officer 

Answer 

Refund sanction: Final/ Provisional Refund (FORM GST RFD-04/06) for both CGST and SGST shall be done by single 

jurisdictional Central/State officer. Payment order under all tax heads (RFD-05) shall be done by single Central/State officer 

Q61. Whether  Formula under Rule 89(4) and 89(5) to be applied on consolidated amount of tax heads i.e. Central tax + State 

tax/Union Territory tax + Integrated tax]; or to be applied on each tax head separately 

Answer  

Formula under Rule 89(4) and 89(5) to be applied on consolidated amount of tax heads i.e. Central tax + State tax/Union Territory tax + 

Integrated tax]; and not to be applied on each tax head separately. 

Q62. Determine the amount of refund 

Refund as per Formula under Rule 89(4) and 89(5), 2,00,000 

Credit ledger Balance at the end of period after filing 
3B for the period for which refund is claimed 

2,10,000 

Credit ledger Balance at the time of filing refund 1,50,000 

Answer 

As per clarification of CBIC in master circular in 125/44/2019 
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Quantum of refund of Unutilized ITC= Minimum of [ (i) Refund as per Formula under Rule 89(4) and 89(5), (ii)  Credit ledger 

Balance at the end of period after filing 3B for the period for which refund is claimed, (iii) Credit ledger Balance at the time of 

filing refund] 

Hence refund will be Rs 1.50,000. 

 
Q63. Following are the details provided by Merchant Exporter 

Particulars March April 

Input tax credit on Purchase of Input 150000 0 

Export 0 2000000 

Merchant Exporter has made application for refund by clubbing the period of March and April. Department is of the view, Master Circular on 
Refunds No. 125/44/2019-GST dated 18.11.2019, restricts clubbing of tax periods across financial years for claiming refund. Department is of 
the view that the applicant, at his option, may file a refund claim for a tax period or by clubbing successive tax periods. The period for which 
refund claim has been filed, however, cannot spread across different financial years.  
Whether Refund allowed or not? 
Answer 
On perusal of the provisions under sub-section (3) of section 16 of the Integrated Goods and Services Tax Act, 2017 and sub-section (3) of 
section 54 of the CGST Act, there appears no bar in claiming refund by clubbing different months across successive Financial Years. 
Hon‘ble Delhi High Court in case of M/s Pitambra Books Pvt Ltd, observed that the Circulars can supplant but not supplement the law. 
Circulars might mitigate rigours of law by granting administrative relief beyond relevant provisions of the statute, however, Central 
Government is not empowered to withdraw benefits or impose stricter conditions than postulated by the law. 
Hence, it has been decided to remove the restriction on clubbing of tax periods across Financial Years vide Circular No.135/05/2020. 
Thus, in view of above discussion, Merchant Exporter can make application for refund by clubbing the period of March and April. 
  
Q64. An applicant Mr. A, trading in goods has purchased, say goods ―X‖ in July 20XX attracting 18% GST. However, subsequently in 
December 20XX, the rate of GST on ―X‖ has been reduced to, say 12%. 
After reduction of tax on product ―X‖ to 12% in December, Mr. A file application for refund of unutilized input tax credit that accumulation of 
ITC in such a case is also covered as accumulation on account of inverted duty structure. Determine eligibility of refund. 
Answer 
It may be noted that refund of accumulated ITC in section 54(3)(ii) of the CGST Act is available where the credit has accumulated on account 
of rate of tax on inputs being higher than the rate of tax on output supplies. It is noteworthy that, the input and output being the same in 
such cases, though attracting different tax rates at different points in time, do not get covered under section 54(3)(ii) of the CGST Act. 
It is hereby clarified that refund of accumulated ITC under section 54(3)(ii) of the CGST Act would not be available in cases where the 
input and the output supplies are the same. 
 
 
 
Q65. Mr. A has provided following details  

  Amount GST 

Actual Sales 100000 5000 

Sales Entered in 3B 100000 10000 

Paid through balance in ledger  10000 
Rs. 7000 (Credit Ledger) & Rs. 3000 (Cash Ledger) 

Excess Paid   5000 

Mr. A has applied for refund of excess deposit of Rs 5000 claiming that total amount of Rs 5000 credited to his bank account 
Answer  
As per Rule 86(4A) Where a registered person has claimed refund of any amount paid as tax wrongly paid or paid in excess for which debit 
has been made from the electronic credit ledger, the said amount, if found admissible, shall be re-credited to the electronic credit ledger by 
the proper officer by an order made in FORM GST PMT-03.  
Hence Refund of Excess Debited for Electronic credit ledger is Rs 2000. It will be credited to Electronic credit ledger by the proper 
officer by an order made in FORM GST PMT-03. 
 
Further as per rule 92(1A), Where, upon examination of the application of refund of any amount paid as tax other than the refund of tax paid 
on zero-rated supplies or deemed export, the proper officer is satisfied that a refund under section 54(5) of the Act is due and payable to the 
applicant, he shall make an order in FORM RFD-06 sanctioning the amount of refund to be paid, in cash, proportionate to the amount debited 
in cash against the total amount paid for discharging tax liability for the relevant period, mentioning therein the amount adjusted against any 
outstanding demand under the Act or under any existing law and the balance amount refundable and for the remaining amount which has 
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been debited from the electronic credit ledger for making payment of such tax, the proper officer shall issue FORM GST PMT-03 re-crediting 
the said amount as Input Tax Credit in electronic credit ledger. 
Hence amount of Rs 3000 refunded to Electronic cash ledger by passing order in FORM RFD-06. 
 
 
Q66. Mr. A has provided following details  

  Amount GST 

Actual Sales 100000 5000 

Sales Entered in 3B 100000 10000 

Paid through balance in ledger  10000 
Rs. 7000 (Credit Ledger) & Rs. 3000 (Cash Ledger) 

Excess Paid   5000 

Outstanding Dues   1000 

Mr. A has applied for refund of excess deposit of Rs 5000 claiming that total amount of Rs 5000 credited to his bank account 
Answer  
As per Rule 86(4A) Where a registered person has claimed refund of any amount paid as tax wrongly paid or paid in excess for which debit 
has been made from the electronic credit ledger, the said amount, if found admissible, shall be re-credited to the electronic credit ledger by 
the proper officer by an order made in FORM GST PMT-03.  
Hence Refund of Excess Debited for Electronic credit ledger is Rs 2000. It will be credited to Electronic credit ledger by the proper 
officer by an order made in FORM GST PMT-03. 
 
Further as per rule 92(1A), Where, upon examination of the application of refund of any amount paid as tax other than the refund of tax paid 
on zero-rated supplies or deemed export, the proper officer is satisfied that a refund under section 54(5) of the Act is due and payable to the 
applicant, he shall make an order in FORM RFD-06 sanctioning the amount of refund to be paid, in cash, proportionate to the amount debited 
in cash against the total amount paid for discharging tax liability for the relevant period, mentioning therein the amount adjusted against any 
outstanding demand under the Act or under any existing law and the balance amount refundable and for the remaining amount which has 
been debited from the electronic credit ledger for making payment of such tax, the proper officer shall issue FORM GST PMT-03 re-crediting 
the said amount as Input Tax Credit in electronic credit ledger. 
Hence amount of Rs 3000 – 1000 = Rs. 2000 refunded to Electronic cash ledger by passing order in FORM RFD-06. 
 
Q67. Mr. A has filed application for refund of unutilized input tax credit. Some of the invoices are appearing in GSTR 2A but 5 
invoices are not appearing in GSTR 2A.  Mr. A is of the opinion that In terms of circular No. 125/44/2019-GST dated 18.11.2019, the 
refund of ITC availed in respect of invoices not reflected in FORM GSTR-2A was also admissible and copies of such invoices were 
required to be uploaded.  
Department contends that refund will not be admissible in respect of 5 invoices which are not appearing in GSTR 2A. Determine the 
veracity of the opinion 
Answer  
As per Circular No.135/05/2020, Refund of accumulated ITC shall be restricted to the ITC as per those invoices, the details of which 
are uploaded by the supplier in FORM GSTR-1 and are reflected in the FORM GSTR-2A of the applicant 
  
 
Q69. Explain provision of Recovery of refund of unutilised input tax credit or integrated tax paid on export of goods where export proceeds not 
realised. – 
Answer 
Provisions of Recovery of refund of unutilised input tax credit or integrated tax paid on export of goods where export proceeds not realised are 
contained in Rule 96B of CGST Rules as follows 

96B(1) Where any refund of unutilised input tax credit on account of export of goods or of integrated tax (IGST) paid on export of 
goods has been paid to an applicant but the sale proceeds in respect of such export goods have not been realised, in full or in 
part, in India within the period allowed under the Foreign Exchange Management Act, 1999 (FEMA), including any extension of 
such period, the person to whom the refund has been made shall deposit the amount so refunded, to the extent of non-
realisation of sale proceeds, along with applicable interest within 30 days of the expiry of the said period or, as the case may 
be, the extended period, failing which the amount refunded shall be recovered in accordance with the provisions of section 73 
or 74 of the Act, as the case may be, as is applicable for recovery of erroneous refund, along with interest under section 50:  

Proviso  Provided that where sale proceeds, or any part thereof, in respect of such export goods are not realised by the applicant within 
the period allowed under the Foreign Exchange Management Act, 1999 (FEMA), but the Reserve Bank of India (RBI) writes off 
the requirement of realisation of sale proceeds on merits, the refund paid to the applicant shall not be recovered.  

96B(2) Where the sale proceeds are realised by the applicant, in full or part, after the amount of refund has been recovered from him 
under sub-rule (1) and the applicant produces evidence about such realisation within a period of 3 months from the date of 
realisation of sale proceeds, the amount so recovered shall be refunded by the proper officer, to the applicant to the extent of 

https://taxguru.in/goods-and-service-tax/fully-electronic-refund-process-via-form-gst-rfd-01-single-disbursement.html
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realisation of sale proceeds, provided the sale proceeds have been realised within such extended period as permitted by the 
Reserve Bank of India.‖ 

 

 

illustrations.   

  

A taxpayer “A” has issued the invoice dated 10.03.2018 charging CGST and SGST on a transaction and accordingly paid the applicable tax (CGST 

and SGST) in the return for March, 2018 tax period. The following scenarios are explained hereunder:  

  

Sl.no.  Scenario  Last date for filing the refund claim  

1  Having realized on his own that the said transaction is an inter-
State supply, ―A‖ paid IGST in respect of the said transaction on 
10.05.2021.  

Since ―A‖ has paid the tax in the correct head before issuance of 
notification No. 35/2021-Central Tax, dated 24.09.2021, the last 
date for filing refund application in FORM GST RFD-01 would be 
23.09.23 (two years from date of notification)  

2  Having realized on his own that the said transaction is an inter-
State supply, ―A‖ paid  
IGST in respect of the said transaction on  
10.11.2021 i.e. after issuance of notification  
No. 35/2021-Central Tax dated 24.09.2021  

Since ―A‖ has paid the correct tax on 10.11.2021, in terms of rule 89 
(1A) of  
the CGST Rules, the last date for filing refund application in 
FORM GST RFD-01 would be 09.11.2023 (two years from the date 
of payment of tax under the correct head, i.e. integrated tax)  

3  Proper officer or adjudication authority or appellate authority of 
―A‖ has held the transaction as an inter-State supply and 
accordingly, ―A‖ has paid the IGST in respect of the said 
transaction on 10.05.2019  

Since ―A‖ has paid the tax in the correct head before issuance of 
notification No. 35/2021-Central Tax, dated 24.09.2021, the last 
date for filing refund application in FORM GST RFD-01 would be 
23.09.23 (two years from date of notification)  

4  Proper officer or adjudication authority or appellate authority of 
―A‖ has held the transaction as an inter-State supply and 
accordingly, ―A‖ has paid the IGST in respect of the said 
transaction on 10.11.2022  i.e. after issuance of notification No. 
35/2021- 
Central Tax dated 24.09.2021  

Since ―A‖ has paid the correct tax on 10.11.2022, in terms of rule 89 
(1A) of the CGST Rules, the last date for filing refund application 
in FORM GST RFD-01 would be 09.11.2024 (two years from the 
date of payment of tax under the correct head, i.e. integrated tax)  

  

Note: Refund under section 77 of the CGST Act / section 19 of the IGST Act would not be available where the taxpayer has made tax adjustment 

through issuance of credit note under section 34 of the CGST Act in respect of the said transaction.  

  

Que: Whether Refund application filed can be withdrawn. What will happen to amount debited to electronic credit ledger or 
electronic cash ledger on withdrawal of refund application?  
Answer 
As per Rule 90 (5 ) & (6):  The applicants are now allowed to withdraw refund application in Form GST RFD01W at any time before 
issuance of provisional refund order or final refund order or payment order or refund withhold order or notice, in respect of any refund 
application filed in Form GST RFD-01.   
On such withdrawal, amount debited by the applicant from electronic credit ledger or electronic cash ledger, as the case may be, while 
filing application for refund in Form GST RFD-01, shall be credited back to the ledger from which such debit was made. 
 

Q1. Whether for withholding the refund any order to be passed? What will be consequence, if proper officer satisfied that refund is no 

longer to be withheld? 

Answer  

The proper officer or the Commissioner will pass the order in Part A of Form GST RFD 07 for withholding the refund in case he is of the opinion that 

the amount of refund is liable to be withheld under section 54(10) or, as the case may be, section 54(11). 

The proper officer or the Commissioner, on being satisfied that the refund is no longer liable to be withheld, may pass an order for release of 

withheld refund in Part B of Form GST RFD- 07. 
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CHAPTER 17 –  
INSPECTION, SEARCH, SEIZURE & ARREST & E-way BILL 

 

Q3:- Which are the places of business / premises which can be inspected by the CGST officer under this section? [Additional Que] 
Answer 
CGST officer authorized by the proper officer not below the rank of Joint Commissioner shall have the powers to carry out inspection of any of 
the following places / premises: 

a. any place of business of a taxable person; 
b. any place of business of a person engaged in the business of transporting goods; 
c. any place of business of an owner or an operator of a warehouse or godown; 
d. any other place 

  

Q5. What powers can be exercised by an officer during valid search?  

Answer: 
(i) An officer carrying out a search has the power to search for and seize goods (which are liable to confiscation) and 

documents/books/things (relevant for any proceedings under the Act) from the premises searched. 

However, if it is not practicable to seize any such goods then the same may be detained. The person from whom these are 

seized shall be entitled to take copies/extracts of seized records. 

(ii) During search, the officer has the power to break open the door of the premises authorized to be searched if access to the 

same is denied. 

(iii) Further, while carrying out search within the premises, he can break open any almirah or box if access to such almirah or box 

is denied and in which any goods, account, registers or documents are suspected to be concealed. 

(iv) He can also seal the premises if access to it denied. 

(v) The seized documents/books/things shall be retained only till the time the same are required for 

examination/enquiry/proceedings and if these are not relied on for the case then the same shall be returned within 30 days 

from the issuance of show cause notice 

 

Q9. Explain the situation in which access to business premises is allowed under section 71 of the CGST Act, 2017? Also, list the 
records which are to be produced during access to business premises?  (Question for Practice)/ Mock Test Mar 18) 
Answer: 
During the course of any enquiry under this Act, the duly empowered officer can have access to any business premises, which may be 
required for the purpose of such enquiry. During such access, the officers can inspect the books of accounts, documents, computers, 
computer programs, computer software and such other things as may be required. It is the duty of the persons in charge of such premises to 
furnish therequired documents. Similarly, the persons in charge of business premises are also duty bound to furnish such documents to the 
audit party deputed by the proper officer or the Chartered Accountant or Cost Accountant, who has been deputed by the Commissioner to 
carry out special audit. The following records are covered by this provision and are to be produced, if called for. 
 
(i) The records prepared and maintained by the registered person and declared to the proper officer in the prescribed manner. 
(ii) Trial balance or its equivalent. 
(iii) Statements of annual financial accounts, duly audited. 
(iv) cost audit report, if any. 
(v) The income - tax audit report, if any. 
(vi) Any other relevant record. 
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E-WAY BILL 
 

Q35. If consignment of goods is accompanied with an invoice or any other specified document and also an e-way bill, Whether proceedings 
under Section 129 of the CGST Act may be initiated or penalty can be imposed in following cases? 
(a) Spelling mistakes in the name of the consignor or the consignee but the GSTIN, is correct; 

(b) Error in the pin-code which don‘t of increase the validity period of the e-way bill but the address of the consignor and the consignee 
mentioned is correct,   

(c) Error in the address of the consignee to the extent that the locality and other details of the consignee are correct; 

(d) Error in one or two digits of the document number mentioned in the e-way bill; 

(e) Error in 4 or 6 digit level of HSN where the first 2 digits of HSN are correct and the rate of tax mentioned is correct; 

(f) Error in one or two digits/characters of the vehicle number 

 

Answer 

 in case a consignment of goods is accompanied with an invoice and also an e-way bill, proceedings under Section 129 of the CGST Act may 
not be initiated, in all the above situations.   
But In case of the above situations, penalty to the tune of Rs. 500/- each under Section 125 of the CGST Act and the respective State GST 
Act should be imposed (Rs. 1000/- under the IGST Act) in FORM GST DRC-07 for every consignment. 

 
 

(CA Final July 21):  Question 4 (b) 
Candidates are required to attempt either part (i) or part (ii).  

 
(ii) Decide with reason whether e-way bill is required to be issued under CGST Act, 2017 in the following independent cases:  

(a) Square Ltd., registered in Andhra Pradesh, sends goods to its job worker Cube & Co. in Karnataka, which is also 

registered under GST. Value of the consignment was ` 45,000 (including GST). (2 Marks)  

(b) Mr. Bheeshma of Telangana started doing business in notified handicraft products as a casual taxable person. He got 

his first order of ` 30,000 from Tamil Nadu which he transports. He is not registered under GST since he has a 

threshold limit of ` 20 lakh.  (2 Marks)  

Answer 
 
 (ii) (a) E-way bill is mandatorily required to be issued in case of inter-State transfer of goods by principal to job-worker, irrespective of 

the value of the consignment.  
In view of the same, e-way is mandatorily required to be issued in the given case.  

(b) E-way bill is mandatorily required to be issued in case of inter-State transfer of handicraft goods by a person exempted 
from obtaining registration.  

  In view of the same, e-way bill is mandatorily required to be issued in the present case.  
 

(CA Final Jan 21): Question 3(a) 
M/s. ABC Manufacturers, registered in West Bengal, sold air-conditioner to a retail seller in Bhubaneswar, at a value of ` 49,000 (excluding GST 
leviable @ 18%).  Now, it wants to send the consignment of air-conditioning machine to the retail seller in Bhubaneswar.  You are required to advise 
M/s. ABC Manufacturers on the following issues along with suitable explanations:  

(i) Whether e-way bill is mandatorily required to be generated?  

(ii) What will be the consequence for non-issuance of e-way bill?  (5 Marks)  
  

Answer   
(i) E-way bill is mandatorily required to be generated whenever there is a movement of goods of consignment value exceeding ` 50,000, inter alia, in 
relation to a supply.  

 Consignment value of goods includes the central tax, State/Union territory tax, integrated tax and cess charged, if any.  
Thus, the consignment value of goods, in the given case, will be ` 57,820 [` 49,000 + (` 49,000 ×18%)].  

 Since in the given case the movement of goods is in relation to supply of goods and the consignment value exceeds ` 50,000, e-way bill is 
mandatorily required to be generated in respect of movement of goods from West Bengal to Bhubaneswar.  

 

(iii) Non-issuance of e-way bill may result in the following consequences:  

(a) imposition of penalty of ` 10,000/- or tax sought to be evaded (wherever applicable), whichever is greater  

(b) detention and seizure of goods and the conveyance used to transport the said goods and the same will be released only on 
payment of appropriate tax and penalty  
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(c) confiscation of goods and the conveyance used to transport the said goods if the tax and penalty is not paid within 14 days of 
detention or seizure  

 
Q36. Happy Company is a registered supplier of electric goods. It has three stores for electric goods in Jodhpur (Rajasthan) namely 
Ram Store, Shyam Store, Mohan Store. It receives an order for supply of electric goods worth ` 1, 40,000 (exclusive of GST @ 18%) 
from Kishan Sons of Bhopal (Madhya Pradesh). Happy Company found that order worth `43,000 can be fulfilled from the 
company's Ram Store, order worth `45,000 can be fulfilled from its Shyam Store and remaining goods worth ` 52,000 can be sent 
from its Mohan Store. All three stores are instructed to issue separate invoices for the goods sent to Kishan Sons. The goods are 
transported to Kishan Sons in Bhopal in a single conveyance owned by Shiv Transporters.  
 
You are required to advise Happy Company with regard to issuance ofe-way bills as per the provisions of the CGST Act, 2017. 
 (Question for Practice)/ May 19 
Answer: 
Rule 138 of the CGST Rules, 2018 stipulates that e-way Bill is mandatorily required to be generated if the goods are moved, inter alia, in 
relation to a supply and the consignment value [including CGST, SGST/ UTGST, IGST and 
cess charged] exceeds ` 50,000. 
 
Further, the FAQs on E-way Bill issued by CBIC clarify that if multiple invoices are issued by the supplier to one recipient, multiple e-way bills 
have to be generated - one e-way bill for each invoice. Each invoice is considered as separate consignment for the purpose of generating e-
way bills. In the given case, consignment value of goods supplied against separate invoices from Ram Store, Shyam Store and Mohan Store 
is ` 50,740 [` 43,000 × 118%], ` 53,100 [` 45,000 × 118%] and ` 61,360 [` 52,000 × 118%] respectively. 
 
Thus, Happy Company is required to prepare 3 separate e-way bills since 
value of each invoice exceeds ` 50,000. 
 
 
 
Q37. With reference to the provisions relating to the electronic way bill (Eway bill) as prescribed under the GST laws, answer the 
following questions: 
 
(i) Sindhi Toys Manufacturers, registered in Punjab, sold electronic toys to a retail seller in Gujarat, at a value of ` 48,000 (excluding 
GST leviable @ 18%). Now, it wants to send the consignment of 
Such toys to the retail seller in Gujarat.  
 
You are required to advise Sindhi Toys Manufacturers on the following issues: 
 
(a) Whether e-way bill is mandatorily required to be generated in respect of such movement of goods? 
(b) If yes, who is required to generate the e-way bill? 
(c) What will be the consequences for non-issuance of e-way bill? 
 
(ii) Power Electricals Ltd., a registered supplier of air-conditioners, is required to send from Mumbai (Maharashtra), a consignment 
of parts of air-conditioner to be replaced under warranty at various client locations in Gujarat. The value of consignment declared in 
delivery challan accompanying the goods is ` 70,000. Power Electricals Ltd. claims that since movement of goods to Gujarat is 
caused due to reasons other than supply, e-way bill is not mandatorily required to be generated in this case.  
 
You are required to examine the technical veracity of the claim made by Power Electricals Ltd. 
 
(iii) Beauty Cosmetics Ltd. has multiple wholesale outlets of cosmetic products in Mumbai, Maharashtra. It receives an order for 
cosmetics worth ` 1,20,000 (inclusive of GST leviable @ 18%)from Prasannaa, owner of a retail cosmetic store in Delhi. While 
checking the stock, it is found that order worth ` 55,000 can fulfilled from the company‘s Dadar (Mumbai) store and remaining 
goods worth ` 65,000 can be sent from its Malad(Mumbai) store. Both the stores are instructed to issue separateinvoices for the 
goods sent to Prasannaa. The goods are transported to Prasannaa in Delhi, in a single conveyance owned by Radhey Transporters. 
 
You are required to advise Beauty Cosmetics Ltd. with regard to issuance of e-way bill(s). (Question for Practice)/ RTP May 19) 
 
Answer: 
 (i) (a) Rule138(1) of the CGST Rules, 2017 provides that e-way Bill is mandatorily required to be generated if the goods are moved, inter alia, 
in relation to supply and the consignment value exceeds ` 50,000. Further, explanation 2 to rule 138(1)stipulates that the consignment value 
of goods shall be the value, determined in accordance with the provisions of section 15, declared in an invoice, a bill of supply or a 
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deliverychallan, as the case may be, issued in respect of the said consignment and also includes CGST, SGST/UTGST, IGST and cess 
charged, if any, in the document and shall exclude the value of exempt supply of goods where the invoice is issued in respect of both exempt 
and taxable supply of goods. Accordingly, in the given case, the consignment value will beas follows: 
 
= ` 48,000 × 118% 
= ` 56,640. 
 
Since the movement of goods is in relation to supply of goods and the consignment value exceeds ` 50,000, e-way bill is mandatorily 
required to be issued in the given case. 
 
(b) An e-way bill contains two parts namely, Part A to be furnished by the registered person who is causing movement 
of goods of consignment value exceeding ` 50,000/- and part B (transport details) is to be furnished by the person who is 
transporting the goods. 
 
Where the goods are transported by the registered person as a consignor or the recipient of supply as the consignee, whether in his own 
conveyance or a hired one or a public conveyance, by road, the said person shall generate the eway bill on the common portal after 
furnishing information in 
Part B [Rule 138(2)]. 
 
Where the goods are transported by railways or by air or vessel, the e-way bill shall be generated by the registered person, being the supplier 
or the recipient, who shall, either before or after the commencement of movement, furnish, on the common portal, the information in Part B 
[Rule 138(2A)]. Where the goods are handed over to a transporter for transportation by road, the registered person shall furnish the 
information relating to the transporter on the common portal and the e-way bill shall be generated by the transporter on the said portal on the 
basis of the information furnished by the registered person in Part A [Rule 138(3)]. 
 
Where the consignor or the consignee has not generated the e-way bill and the aggregate of the consignment value of 
goods carried in the conveyance is more than ` 50,000/, the transporter, except in case of transportation of goods by 
railways, air and vessel, shall, in respect of inter-State supply, generate the e-way bill on the basis of invoice or bill of supply or delivery 
challan, as the case may be, and may also generate a consolidated e-way bill on the common portal prior to the movement of goods [Rule 
138(7)]. 
 
(c) It is mandatory to generate e-way bill in all cases where the value of consignment of goods being transported is more than ` 50,000/- and 
it is not otherwise exempted in terms of rule 138(14) of CGST Rules, 2017. If e-way bills, wherever required, are not issued in accordance 
with the provisions contained in rule 138, the same will be considered as contravention of rules. As per section 122(1)(xiv) of CGST Act, 
2017, a taxable person who transports any taxable goods without the cover of specified documents (e-way bill is one of the specified 
documents) shall be liable to a penalty of ` 10,000/- or tax sought to be evaded (wherever applicable) whichever is greater. Moreover, as per 
section 129(1) of CGST Act, 2017, where any person transports any goods or stores any goods while they are in transit in contravention of 
the provisions of this Act or the Rules made thereunder, all such goods and conveyance used as a means of transport for carrying the said 
goods and documents relating to such goods and conveyance shall be liable to detention or seizure. 
 
(ii) The goods to be moved to another State for replacement under warranty is not a ‗supply‘. However, rule 138(1) of the CGST Act, 2017, 
inter alia, stipulates that every registered person who causes movement of goods of consignment value exceeding ` 50,000: 
 
(i) in relation to a supply; or 
(ii) for reasons other than supply; or 
(iii) Due to inward supply from an unregistered person,  
 
shall, generate an electronic way bill (E-way Bill) before commencement of such movement.  
 
CBIC vide Q 9. of FAQs on E-way Bill has also clarified that even if the movement of goods is caused due to reasons others than supply 
[including replacement of goods under warranty], e-way bill is required to be issued. 
 
Thus, in the given case, since the consignment value exceeds ` 50,000, e-way bill is required to be mandatorily generated. 
Therefore, the claim of Power Electricals Ltd. that e-way bill is not mandatorily required to be generated as the movement of goods is caused 
due to reasons other than supply, is not correct. 
 
(iii) Beauty Cosmetics Ltd. would be required to prepare two separate eway bills since each invoice value exceeds ` 50,000 and each invoice 
is considered as one consignment for the purpose of generating eway bills. 
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The FAQs on E-way Bill issued by CBIC clarify that if multiple invoices are issued by the supplier to one recipient, that is, for movement of 
goods of more than one invoice of same consignor and consignee, multiple e-way bills have to be generated. In other words, for each invoice, 
one e-way bill has to be generated, irrespective of the fact whether same or different consignors or consignees are involved. 
 
Multiple invoices cannot be clubbed to generate one e-way bill. However, after generating all these e-way bills, one consolidated e-way bill 
can be prepared for transportation purpose, if goods are going in one vehicle. 

 

Q45. Brief out Restriction on furnishing of information in PART A of FORM GST EWB-01 

Answer 
 As per Rule 138E of CGST Rules —   

Notwithstanding anything contained in sub-rule (1) of rule 138,  
 No person (including a consignor, consignee, transporter, an e-commerce operator or a courier agency) shall be allowed to 

furnish the information in PART A of FORM GST EWB-01*  
 in respect of a registered person, whether as a supplier or a recipient, who, - 

 
(a) being a person  

paying tax under section 10 [or availing the benefit of NNo. 

2/2019-Central Tax (Rate),  

has not furnished the [statement in FORM GST CMP-08] for 2 consecutive 

[quarters]; or 

(b) being a person other than a person specified in 
clause (a), 

 

has not furnished the returns for a consecutive period of 2 tax periods 

Provided that the Commissioner may, [on receipt of an application from a registered person in FORM GST EWB-05*,] on sufficient cause 
being shown and for reasons to be recorded in writing, by order [in FORM GST EWB-06*], allow furnishing of the said information in PART A of 
FORM GST EWB-01*, subject to such conditions and restrictions as may be specified by him :  

Provided further that no order rejecting the request of such person to furnish the information in PART A of FORM GST EWB-01* under the 

first proviso shall be passed without affording the said person a reasonable opportunity of being heard 

Provided also that the permission granted or rejected by the Commissioner of State tax or Commissioner of Union territory tax shall be deemed 
to be granted or, as the case may be, rejected by the Commissioner. 

[(c)  being a person other than a person specified in clause 
(a),  

has not furnished the statement of outward supplies for ANY 2 MONTHS 
OR QUARTERS, as the case may be. 

―(d) being a person, whose registration has been 

suspended  

under the provisions of sub-rule (1) or sub-rule (2) or sub-rule (2A) of rule 

21A.‖. 

 
Explanation. — For the purposes of this rule, the expression ―Commissioner‖ shall mean the jurisdictional Commissioner in respect of 
the persons specified in clauses (a) and (b).] 
Question on Amendment 
 
Q47. What is blocking of E-waybill (EWB) generation facility?  
Answer: 
As per Rule 138E of CGST/SGST Rules, 2017. Blocking of e-waybill generation facility means disabling taxpayer from generating E Way Bill, 
in following cases 
1. In case of composition taxable person u/s 10(1) or person paying concessional tax @ 6% under Sec 10(2A) has not furnished the 

[statement in FORM GST CMP-08] for 2 consecutive [quarters] 
2. Further for normal taxable person e-waybill generation facility blocked if 

(i) He has not furnished 2 or more consecutive GSTR 3B Return on GST Portal  
(ii) he has not furnished the statement of outward supplies (GSTR-1) for any 2 months or quarters, as the case may be.]  

3. Further a person, whose registration has been suspended under the provisions of sub-rule (1) or (2) or (2A) of rule 21A.‖. 
 
The GSTINs of such blocked taxpayers cannot be used to generate the e-way bills for outward supply.. 
 

Que 47(ii): if a proper officer finds any discrepancies: 
1. On comparing details of outward supplies furnished under Form GSTR-1 and Form GSTR 3B 
2. On comparing details of inward supplies reflecting in the Form .GSTR-2B with the Form GSTR-3B 
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And registration has been suspended under Rule 21A(2A). Whether E-way bill can be generated? 
Answer  
Rule 138E Amended: Now, e-way bills cannot be generated if the GST registration has been suspended on account of the 
taxpayer’s GSTIN liable for cancellation under Rule 21A(2A) or on account of significant differences/ anomalies between 
the GSTR-3B & 1/2B 
 
Q50. Whether Unblocking of E-way Bill can be made. 
Answer 
Commissioner may, [on receipt of an application from a registered person in FORM GST EWB-05*,] on sufficient cause being shown and for 
reasons to be recorded in writing, by order [in FORM GST EWB-06*], allow furnishing of the said information in PART A of FORM GST EWB-
01*, subject to such conditions and restrictions as may be specified by him 
Such a request cannot be rejected without giving an adequate opportunity of being heard   
 

 Q51. 
Whether carrying physical copy of invoice is 
compulsory during movement of goods in cases 
where suppliers have issued invoices in the 
manner prescribed under rule 48 (4) of the CGST 
Rules, 2017 (i.e. in cases of e-invoice). 

A conjoint reading of rules 138A (1) and 138A (2) of CGST Rules, 2017, it is clarified that 
there is no need to carry the physical copy of tax invoice in cases where e-invoice 
has been generated by the supplier in the manner prescribed under rule 48(4) of the 
CGST Rules and production of the Quick Response (QR) code having an embedded 
Invoice Reference Number (IRN) electronically, for verification by the proper officer, 
would suffice. 

 

Q 52: Mr. A (Delhi) sold goods to Mr. B (U.P). Mr. B has not filed last 3 months GSTR 3B. Hence, EWB facility blocked for Mr. 

B. Whether Mr. A (Delhi) can generate EWB for goods sold to Mr. B (U.P)? 

Answer 

Yes, Mr. A (Delhi) can generate EWB. Since it is inward supply for Mr. B (U.P). As per Rule 138E, No person (including 
a consignor, consignee, transporter, an e-commerce operator or a courier agency) shall be allowed to furnish the information in 
PART A of FORM GST EWB-01*  
in respect of any outward movement of goods of a registered person. 

Hence, in this way business of Mr. A will not get hampered. 

 

Q 53: Mr. B (U.P) sold goods to Mr. C (M.P). Mr. B has not filed last 3 months GSTR 3B. Hence, EWB facility blocked for Mr. B. 

Whether Mr. C (M.P) or transporter or courier agency can generate EWB for goods sold by Mr. B (U.P)? 

Answer 

No, EWB can‘t be generated by Mr. C (M.P) or transporter or courier agency for goods sold by Mr. B (U.P). since it is outward 

movement for Mr. B. 

As per Rule 138E, No person (including a consignor, consignee, transporter, an e-commerce operator or a courier agency) shall be 
allowed to furnish the information in PART A of FORM GST EWB-01*  
in respect of any outward movement of goods of a registered person. 

 

Q 54: Mr. A (Delhi) sold goods to Mr. B (U.P). Further, Mr. B (U.P) sold goods to Mr. C (M.P). Mr. B instructs to send goods 

directly to Mr. C (M.P). it is Bill to Ship to Transaction. Consequently, Mr. A has made Bill to Mr. B (U.P) & goods shipped to 

Mr. C (M.P) 

Mr. B has not filed last 3 months GSTR 3B. Hence, EWB facility blocked for Mr. B. Whether Mr. A (Delhi) can generate EWB for 

Mr. B? 

Answer 

No, EWB can‘t be generated by Mr. A (Delhi). Since it is outward movement for Mr. B. 

As per Rule 138E, No person (including a consignor, consignee, transporter, an e-commerce operator or a courier agency) shall be 
allowed to furnish the information in PART A of FORM GST EWB-01*  
in respect of any outward movement of goods of a registered person. 
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CHAPTER 18 –  
OFFENCES AND PENALTIES 

 

Penalty for certain offences (Section 122) 
 

Q6. Mr. X, an unregistered person under GST purchases the goods supplied by Mr. Y who is a registered person without receiving a tax 
invoice from Mr. Y and thus helps in tax evasion by Mr. Y. What disciplinary action may be taken by tax authorities to curb such type of cases 
and on whom? [ICAI Study Mat.] (Mock Test Oct 2019) 
Answer: 
Both Mr. X and Mr. Y will be offender and will be liable to penalty as under:  

Mr. X – Penalty under section 122(3) which may extend to ` 25,000/-;  

Mr. Y – Penalty under section 122(1), which will be higher of following, namely 

(i) ` 10,000/- or (ii) 100% of tax evaded.  

Q7. Suppose, in the above case, a disciplinary action is taken against Mr. X and an adhoc penalty of ` 20,000/- is imposed by issue of SCN 
without describing contravention for which penalty is going to be imposed and without mentioning the provisions under which penalty is going 
to be imposed. Should Mr. X proceed to pay for penalty or challenge SCN issued by department? [ICAI Study Mat.] (Mock Test Oct 2019) 
Answer: 
The levy of penalty is subject to a certain disciplinary regime which is based on jurisprudence, principles of natural justice and principles 
governing international trade and agreements. Such general discipline is enshrined in section 126 of the Act. Accordingly—  

• no penalty is to be imposed without issuance of a show cause notice and proper hearing in the matter, affording an opportunity to the person 
proceeded against to rebut the allegations levelled against him, 

• the penalty is to depend on the totality of the facts and circumstances of the case, the penalty imposed is to be commensurate with the 
degree and severity of breach of the provisions of the law or the rules alleged,  

• the nature of the breach is to be specified clearly in the order imposing the penalty,  

• the provisions of the law under which the penalty has been imposed is to be specified.  

Since SCN issued to Mr. X suffers from lack of clarity about nature of breach which has taken place and about provision of law under which 
penalty has been imposed, SCN issued by department may be challenged. 

 

15. (CA Final RTP Nov 21) Answer the following questions:  
(i) Nirmal Private Limited, registered in Vasai, Maharashtra, is engaged in supply of taxable goods and services.  In the 

month of April, it sold goods worth ` 5,00,000 (excluding GST) to Suraksha Enterprises and collected tax @ 28% on 
said goods from the buyer.  However, the actual rate of tax appliable in the given case was 18%.    
Nirmal Private Limited deposited the tax @ 18% on these goods to the Government on the due date and retained 
the remaining tax collected.  Determine the amount of penalty, if any, that may be imposed on Nirmal Private 
Limited in the month of October in the given case ignoring interest payable, if any.  

(ii) Bindusar, Chief Executive Officer of Ashoka Solutions Ltd., is issued a summon to appear before the central tax 
officer to produce the books of accounts of Ashoka Solutions Ltd. in an inquiry conducted on said company.  
Determine the amount of penalty, if any, that may be imposed on Bindusar, if he fails to appear before the central 
tax officer.  

Answer  
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(i) Section 122(1)(iv) of the CGST Act, 2017 stipulates that a taxable person who collects any tax in contravention of the 
provisions of the CGST Act, but fails to pay the same to the Government beyond a period of 3 months from the date on which 
such payment becomes due shall be liable to pay a penalty of:  

(a) ` 10,000   

   or  
(b) an amount equivalent to the tax evaded  whichever is higher.   
In the given case, since Nirmal Private Limited has collected tax at a wrong rate (i.e. 28%), but fails to deposit the full tax 
collected to the Government i.e. it deposits only tax @ 18% thereby retaining the remaining tax collected, the amount of 
penalty that can be imposed on Nirmal Private Limited is as follows:  
(a) ` 10,000   

   or  
(b) an amount equivalent to the tax evaded [` 50,000 (` 5,00,000× 28%) -   

(` 5,00,000× 18%)],  whichever is higher, i.e. ` 50,000.  

(ii) Section 122(3)(d) of the CGST Act, 2017 stipulates that any person who fails to appear before the officer of central tax, when 
issued with a summon for appearance to give evidence or produce a document in an inquiry is liable to a penalty which may 
extend to ` 25,000. Therefore, penalty upto ` 25,000 can be imposed on Bindusar, in the given case.  

 

Q8. (CA Final RTP May 19) 
Mr. Topinath, an unregistered person in Delhi, who has an aggregate turnover of Rs. 16 lakh sells mobile phones to Mr. Gopinath, a person 
registered under GST in Uttar Pradesh. Whether any penalty is leviable on Mr. Topinath, for such supply and if yes, what is the maximum 
amount of penalty that can be levied on Mr. Topinath:- 
(a) No penalty since there is no default on part of Mr. Topinath as his turnover is below threshold limit. 
(b) Yes; an amount equivalent to the tax evaded or Rs. 10,000/-, whichever is lower. 
(c) Yes; an amount equivalent to the turnover or Rs. 10,000/-, whichever is higher. 
(d) Yes; an amount equivalent to the tax evaded or Rs. 10,000/-, whichever is higher. 
Answer: (d)   

 

Q9. Answer the following questions: 
 
(i) Shagun started supply of services in Vasai, Maharashtra from 01.01.20XX. Her turnover exceeded ` 20 lakh on 25.01.20XX. 
However, she didn‘t apply for registration. Determine the amount of penalty, if any, that may be imposed on Shagun on 31.03.20XX, 
if the tax evaded by her, as on said date, on account 
of failure to obtain registration is ` 1, 26,000. 
 
(ii) Sagar, managing director of Telecom Solutions Ltd., is issued a summon to appear before the central tax officer to produce the 
books of accounts of Telecom Solutions Ltd. in an inquiry conducted on said company. Determine the amount of penalty, if any 
that may be imposed on Sagar, if he fails to appear before the central tax officer.   (Question for Practice)/ RTP May 18) ( Mock Test 
April 18/ 19) 
Answer: 
(i) Where the aggregate turnover of a supplier making supply of services from a State/UT exceeds `20 lakh in a financial year, he is liable to 
be registered in the said State/UT. The said supplier must apply for registration within 30 days from the date on which he becomes liable to 
registration. However, in the given case, although Shagun became liable to registration on 25.01.20XX, she didn‘t apply for registration within 
30 days of becoming liable to registration. 
Section 122(1)(xi) of the CGST Act, 2017 stipulates that a taxable person who is liable to be registered under the CGST Act, 2017 but fails to 
obtain registration shall be liable to pay a penalty of: 
 

(a) (a) ` 10,000 
Or 

(b) an amount equivalent to the tax evaded [` 1,26,000 in the given case], 
 

Whichever is higher 
Thus, the amount of penalty that can be imposed on Shagun is ` 1,26,000 
 
(ii) Section 122(3)(d) of the CGST Act, 2017 stipulates that any person who fails to appear before the officer of central tax, when issued with a 
summon for appearance to give evidence or produce a document in an inquiry is liable to a penalty which may extend to ` 25,000.  
Therefore, penalty upto ` 25,000 can be imposed on Sagar in the given case. 
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General Penalty; General disciplines related to penalty, Power to impose penalty in certain cases and Power to waive 
penalty or fee or both (Section 125-128)  
 

Q18. Mangeshwar, registered under the CGST Act, 2017 has made a breach in payment of tax amounting to ` 6,100. Assessing 
Authority has imposed a penalty as per law applicable to the breach. Invoking the provisions of section 126, Mangeshwar argues 
that it is a minor breach and therefore, no penalty is imposable. 
 
In another instance, Mangeshwar has omitted certain details in documentation that is not easily rectifiable. This has occurred due 
to the gross negligence of his accountant and he makes a plea that he was unaware of it and therefore, no penalty should be levied. 
Mangeshwar voluntarily writes accepting a major procedural lapse from his side and requests the officer to condone the lapse as 
the loss caused to the revenue was not significant. 
 
Also a lapse on the part of Mangeshwar has no specific penalty provision under the CGST Act, 2017. He is very confident that no 
penalty should be levied without a specific provision under the Act. 
Discuss what action may be taken by the Assessing Authority under law for each of the above breaches. (Question for Practice)/ 
Mock Test Aug 18) ( May 18) 
Answer: 
As per section 126(1) of the CGST Act, 2017, no penalty shall be leviable under the Act for minor breaches of tax regulations. In terms of 
Explanation (a) to section 126(1), a breach shall be considered as ―minor breach‖, if tax involved is less than ` 5,000. Therefore, breach 
made by Mangeshwar is not a ‗minor breach‘ since the amount involved is not less than ` 5,000. So, penalty is imposable. 
 
Any omission or mistake in documentation which is easily rectifiable and made without fraudulent intent/gross negligence is not liable for 
penalty in terms of section 126(1) of the CGST Act, 2017.However, penalty is imposable in the present case, since the omission in the 
documentation is not easily rectifiable and has occurred due to gross negligence. 
 
As per section 126(5) of the CGST Act, 2017, where there is a voluntary disclosure of breach, prior to its discovery by the officer, the proper 
officer may consider this fact as a mitigating factor when quantifying the penalty. Since Mangeshwar has voluntarily disclosed the breach of 
procedural requirement to the officer, the proper officer may consider this fact as a mitigating factor when quantifying the penalty. Therefore, 
the quantum of penalty will depend on the facts and circumstances of the case. 
 
As per section 125 of the CGST Act, 2017, when no specific penalty has been specified for contravention of any of the provisions of the Act or 
any rules made there under, it shall be liable to a penalty which may extend to ` 25,000. Therefore, general penalty upto`25,000 may be 
imposed on Mangeshwar. 

Detention, seizure and release of goods and conveyances in transit (Section 129)  
Q25. From the following details, calculate the amount to be paid, for release of goods detained or seized under section 129 of the 
CGST Act, 2017, if owner of the goods does not come forward for payment of applicable tax and penalty 
Details are as follows: 
 

Particulars  Amount (`) 

Value of goods  30,00,000 

Applicable GST on such goods  5,40,000 

GST already paid on such goods  3,60,000 

 
Would your answer be different if goods were exempted from GST and value remains the same namely ` 30,00,000?
 (Question for Practice)/ May 19) 
 
Answer: 
If owner of the goods does not come forward for payment of applicable tax and penalty, the amount to be paid for release of goods detained 
or seized under section 129 of the CGST Act, 2017, is applicable GST and penalty equal 
to 50% of the value of the goods reduced by the tax amount paid thereon. 
Therefore, in the given case, the amount payable = [` 5,40,000 + 50% of ` 30,00,000] – ` 3,60,000 = ` 16,80,000 
 
However, in case of exempted goods, amount to be paid for release of 
goods detained is equal to 5% of the value of goods or ` 25,000, whichever is less. 
 
= 5% of ` 30,00,000 or ` 25,000, whichever is less 
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= ` 1,50,000 or ` 25,000, whichever is less 
= ` 25,000 
 
Q26. XYZ carries goods from Vadodara, Gujarat to Pune, Maharashtra. The value of the goods is `80,000 which are chargeable to 
tax @ 18% IGST and in transit, proper officer intercepted the same under section 68 of the CGST Act, and found contravention. 
Calculate the penalty payable under section 129 of CGST Act, 2017: 
- If XYZ comes forward for payment of tax and penalty, 
- If XYZ does not come forward for payment of tax and penalty. (Question for Practice)/ May 19 
 
Answer: 
The penalty payable under section 129 of the CGST Act, 2017 is  
(a) 100% of the tax payable on goods detained or seized where the owner of the goods comes forward for payment of tax and penalty; 
 
(b) 50% of the value of the goods reduced by the tax amount paid thereon where the owner of the goods does not come forward for payment 
of tax and penalty. 
 
By virtue of section 20 of the IGST Act, 2017 provisions of penalty payable under section 129 of the CGST Act, 2017 apply in case of IGST as 
well. However, where the penalty is leviable under the CGST Act, 2017 and the SGST/ UTGST Act, 2017, the penalty leviable under the IGST 
Act, 2017 shall be the sum total of the said penalties. Therefore, penalty payable under IGST Act, 2017 is double the penalty payable under 
section 129 of the CGST Act, 2017. 
 
Therefore, in the given case the penalty payable will be computed as under: 
If XYZ1 comes forward for payment of tax and penalty – 
= ` 80,000 × 18% (9% CGST and 9% SGST/ UTGST) × 100% 
= `14,400 
 
1 It has been assumed that XYZ is the owner of the goods. 
&  
If XYZ does not come forward for payment of tax and penalty 
 = [` 80,000 × 100%(50% under CGST plus 50% under SGST/ UTGST)] – [` 80,000 × 18%]2 
=` 80,000 - ` 14,400 
= ` 65,600 
Note: In the above answer, the penalty payable has been computed in accordance with the provisions of the IGST Act, 2017 as tax 
chargeable on the goods is IGST. However, the question can also be answered on the basis of the provisions of section 129 of the CGST Act, 
2017. 
2 It has been assumed that tax has been paid on the goods 
 
Q27. What are the consequences for non-payment of the tax and penalty amount for detained or seized?  

Answer 
In case the proposed tax and penalty are not paid within 14 days from the date of the issue of the order of detention (in FORM GST MOV-06), 

action under section 130 of the CGST Act shall be initiated by serving a notice (in FORM GST MOV10), proposing confiscation of the goods 

and conveyance and imposition of penalty.  

 

Confiscation of goods or conveyances and levy of penalty; Confiscation or penalty not to interfere with other 
punishments (Section 130-131)  
 
 
Q28. From the details given below determine the maximum amount of fine in lieu of confiscation leviable under section 130 of 
CGST, Act, 2017 on: 
 
(i) The goods liable for confiscation. 
(ii) On the conveyance used for carriage of such goods. 
 
Details are as follows: 
 

Cost of the goods for owner before GST  15,00,000 

Market Value of Goods  20,00,000 

GST on such goods  3,60,000 
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You are also required to explain relevant legal provisions in brief.  (Question for Practice)/ Mock Test Oct 18) (May 18) 
OF 
Answer: 
 (i) As per section 130(2) of the CGST Act, 2017, in case of goods liable for confiscation, the maximum amount of fine leviable in lieu of 
confiscation is the market value of the goods confiscated, less the 
tax chargeable thereon. 
 
Therefore, the fine leviable = ` 20, 00,000- ` 3,60,000 = ` 16,40,000 
 
The aggregate of fine and penalty shall not be less than the amount of penalty leviable under section 129(1). P 
 
(ii) In case of conveyance used for carriage of such goods and liable for confiscation, the maximum amount of fine leviable in lieu of 
confiscation is equal to tax payable on the goods being transported 
thereon [Third proviso to section 130(2) of the CGST Act, 2017]. 
 
Therefore, the fine leviable = ` 3,60,000 
 
Q29. Answer the following questions: 
Radhaswamy owns and supplies certain goods costing ` 30, 00,000 in a conveyance hired from Manikaran Transporters. Market 
value of said goods is ` 40, 00,000 and tax chargeable thereon is ` 4,80,000. 

 
The goods supplied by Radhaswamy and the conveyance [owned by Manikaran Transporters] used for carriage of such goods are 
confiscated since Radhaswamy has supplied said goods in Contravention of the provisions of the CGST Act, 2017 with an intent to 
evade payment of tax. 
 
However, the proper officer intends to give an option to Radhaswamy and Manikaran Transporters to pay in lieu of confiscation, a 
fine leviable under section 130 of the CGST, Act, 2017. 
 
Determine the maximum amount of the fine in lieu of confiscation on: 
 
(i) the goods liable for confiscation. 
(ii) the conveyance used for carriage of such goods.   
 
(b) Raghu Raman is a registered supplier in Madhya Pradesh. He failed to pay the GST amounting to ` 7,400 for the month of 
January, 20XX. The proper officer imposed a penalty on Raghuraman for failure to pay tax. Raghuraman believes that it is a minor 
breach and in accordance with the provisions of section 126 of the CGST Act, 2017, no penalty is imposable for minor breaches of 
tax regulations. Examine the correctness of Raghu Raman‘s claim.   (Question for Practice)/ RTP Nov 18) 
 
Answer: 
 (a) (i) In case of goods liable for confiscation, the maximum amount of fine leviable in lieu of confiscation in terms of first proviso to section 
130(2) of the CGST Act, 2017 is the market value of 
the goods confiscated, less the tax chargeable thereon. 
Therefore, in the given case, maximum fine leviable: 
= ` 40,00,000 - ` 4,80,000 = ` 35,20,000 
 
(b) In case where conveyance used for carriage of such goods is liable for confiscation, the maximum amount of fine leviable in lieu of 
confiscation in terms of third proviso to section 130(2) of the CGST Act, 2017 is equal to tax payable on the goods being transported thereon. 
Therefore, in the given case, maximum fine leviable = 
` 4, 80,000. 
 
(b) No, Raghuraman‘s claim is not tenable in law. Section 126(1) of the CGST Act, 2017 provides that no officer shall impose any penalty 
under CGST Act, 2017, inter alia, for minor breaches of tax regulations or procedural requirements. Further, explanation to section 126(1) of 
the CGST Act, 2017 stipulates that a breach shall be considered a ‗minor breach‘ if the amount of tax involved is less than 5,000. 
 
In the given case, breach made by Raghuraman is not a ‗minor breach‘ since the amount involved is not less than ` 5,000. So, penalty is 
imposable under the CGST Act, 2017. 
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SECTION 69. Power to arrest. 
Q35. Explain the safeguards provided under section 69 of CGST Act, 2017, to a person who is placed under arrest?     (Question for 
Practice)/ May 18) 
Answer: 
Section 69 of CGST Act, 2017 provides following safeguards to a person who is placed under arrest: 
INSPECTION, SEARCH, SEIZURE AND ARREST 

(a) If a person is arrested for a cognizable offence, he must be informed of the grounds of arrest and be produced before a magistrate 

within 24 hours. 

(b) If a person is arrested for a non-cognizable offence, he shall be admitted to bail or in default of bail, forwarded to the custody of the 

Magistrate. 

(c) All arrest must be in accordance with the provisions of the Code of Criminal Procedure relating to arrest in terms of section 69(3) of 

CGST Act, 2017. 

N 

SECTION 132. Punishment for certain offences. — 
 

  
Q38. What are cognizable and non-cognizable offences under section 132 of CGST Act, 2017? (Question for Practice)/ May 18) 
Answer 
As per section 132(5) of CGST Act, 2017, following offences are cognizable offences, provided amount of tax evaded or input tax credit 
wrongly availed/ utilised or refund wrongly taken > ` 5 crores, namely: 
 
(a) Supply without issuance of invoice with the intention to evade tax 
(b) Issuance of any invoice/bill without supply leading to wrongful availment/ utilisation of ITC or refund of tax 
(c) Availment of ITC using invoice/bill against which no supplies have been made or fraudulently avails input tax credit without any 
invoice or bill 
(d) Failure to pay the amount collected as tax to the Government beyond a period of 3 months from the due date of payment. 
 
Further, section 132(4) of CGST Act, 2017 provides that all offences specified under section 132 are non-cognizable offences except the 
cognizable offences. 

 

 

Q41. Examine the implications as regards the bailability and quantum of punishment on prosecution, in respect of the following 
cases pertaining to the period December, 20XX under CGST Act, 2017; 
 

(i) 'X' collects ` 245 lakh as tax from its clients and deposits ` 241 lakh with the Central Government. It is found that he 
has falsified financial records and has not maintained proper records. 

(ii) 'Y' collects ` 550 lakh as tax from its clients but deposits only 30 lakh with the Central Government. What will be the 
implications with regard to punishment on prosecution of 'X' and 'Y' for the offences? What would be the position, if 
'X' and 'Y' repeat the offences? 
 
 It may be assumed that offences are proved in the Court. (Question for Practice)/ Mock Oct 18) (May 18) (RTP 
May2020) 

Answer: 
 (i) As per section 132(1)(d)(iii) of the CGST Act, 2017, failure to pay any amount collected as tax beyond 3 months from due date of payment 
is punishable with specified imprisonment and fine provided the amount of tax evaded exceeds at least ` 100 lakh. Therefore, failure to 
deposit ` 4 lakh collected as tax by ‗X‘ will not be punishable with imprisonment. 
 
Further, falsification of financial records by ‗X‘is punishable with imprisonment up to 6 months or with fine or both vide section 132(1)(f)(iv) of 
the CGST Act, 2017 and the said offence is bailable in terms of section 132(4) of the CGST Act, 2017 assuming that falsification of records is 
with an intention to evade payment of tax due under the CGST Act, 2017. 
 
(ii) Failure to pay any amount collected as tax beyond 3 months from due date is punishable with imprisonment upto 5 years and with fine, if 
the amount of tax evaded exceeds ` 500 lakh in terms of section 132(1)(d)(i) of the CGST Act, 2017. 
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Since the amount of tax evaded by ‗Y‘ exceeds ` 500 lakh (` 550 lakh - ` 30 lakh), ‗Y‘ is liable to imprisonment upto 5 years and with fine. It 
has been assumed that amount of ` 520 lakh collected as tax is not paid to the Government beyond 3 months from the due date of payment 
of tax. Further, the imprisonment shall be minimum 6months in the absence of special and adequate reasons to the contrary to be recorded in 
the judgment vide section 132(3) of the CGST Act, 2017. Such offence is non-bailable in terms of section 132(5) of the CGST Act, 2017. 
 
If ‗X ‘and ‗Y‘ repeat the offence, they shall be punishable for second and for every subsequent offence with imprisonment upto 5 years and 
with fine in terms of section 132(2) of the CGST Act, 2017. Such imprisonment shall also be minimum 6 months in the absence of special and 
adequate reasons to the contrary to be recorded in the judgment. 
 
Q42. Examine whether the offences committed in each of the following independent cases are bailable. Further, determine the 
quantum of punishment on prosecution under the CGST Act, 2017, in each of these cases: 

(i) 'Homi Gabha' collects Rs. 240 lakh as tax from its clients and deposits Rs. 150 lakh with the  Central  Government. Balance 
amount of tax is not paid to the Central Government. It is found that he has falsified financial records and  has  not  
maintained proper records, to evade the tax. 

(ii) ‗Datukeshwar Dutt' collects Rs. 630 lakh as tax from  its clients, but deposits only  Rs.  120 lakh with the Central Government. 
Balance amount of tax is not paid to the Central Government. 

What would be the implications in above cases if 'Homi Gabha' and ' Datukeshwar Dutt' repeat the offences?   [RTP MAY 2020] 
Note - It may be assumed that offences are proved in the court. 
Answer: 
 (i) As per section 132(1)(d)(iii) of the CGST Act, 2017, failure to  pay  any  amount  collected as tax beyond 3 months from due date of 
payment is punishable with specified imprisonment and fine provided the amount of tax evaded exceeds at least Rs. 100 lakh. Therefore, 
failure to deposit Rs. 90 lakh (Rs. 240 lakh - Rs. 150 lakh) collected as tax by 'Homi Gabha‘ will not be punishable with imprisonment. 
However, falsification of financial records by 'Homi Gabha‘ is punishable with imprisonment up to 6 months or with fine or both vide 
section 132(1)(f)(iv) of the  CGST Act, 2017 and the said offence is bailable in terms of section 132(4) of the CGST Act, 2017. 
(ii) Failure to pay any amount collected as tax beyond 3 months from due date is punishable with imprisonment upto 5 years and with 
fine, if the amount  of  tax  evaded exceeds Rs. 500 lakh in terms of section 132(1)(d)(i) of the CGST Act, 2017. 
Since the amount of tax evaded by ‗Datukeshwar Dutt‘ exceeds Rs. 500 lakh (Rs. 630 lakh - Rs. 120 lakh = Rs. 510 lakh), ‗Datukeshwar 
Dutt‘ is liable to imprisonment upto 5 years and with fine. Further, the imprisonment shall be minimum 6 months in the absence of special 
and adequate reasons to the contrary to be recorded in the judgment [Section 132(3) of the CGST Act, 2017]. Such offence is non-bailable 
in terms of section 132(5) of the CGST Act, 2017. 
If 'Homi Gabha‘ and ‗Datukeshwar Dutt‘ repeat the offence, they shall be punishable for second and for every subsequent offence with 
imprisonment upto 5 years and with fine in terms of section 132(2) of the CGST Act, 2017. Such imprisonment shall also be for minimum 6 
months in the absence of special and adequate reasons to the contrary to be recorded in the judgment. 

   
 
 

Section 122 + 129 + 132 
 
Q43.   
(a) Mr. Pankaj, an unregistered person under GST, purchases the goods supplied by Mr. Raman, who is a registered person without receiving 
a tax invoice from Mr. Raman and thus helps in tax evasion by Mr. Raman. What disciplinary action may be taken by tax authorities to curb 
such type of cases and on whom? (4 Marks)  
(b) Neurological Systems Private Limited has been subject to confiscation of goods on the ground that it has not accounted for the goods that 
are liable to tax under the CGST Act, 2017. The directors would like to know from you as to how such goods are to be released from the 
Department. You are required to advise the directors regarding the provisions of law on this matter. (5 Marks)  Nov 19 
Answer  
(a) Supply of goods without issue of any invoice with regard to such supply by a taxable person and the act of aiding or abetting said offence 
by any person are punishable with penalty and imprisonment.  
Penalty would be as follows:  
Since Mr. Raman – a taxable person - has supplied goods without invoice, he is punishable with:  
Penalty: higher of  
(a) ` 10,000/- or  
(b) 100% of tax evaded  
Since Mr. Pankaj helped in tax evasion by Mr. Raman, he is punishable with: Penalty: up to ` 25,000/-  
Imprisonment would be as follows: In case of first time offence, where  
(a) tax evaded > ` 5 crore, imprisonment upto 5 years and fine  
(b) Exceeds ` 2 crore tax evaded ≤ ` 5 crore, imprisonment upto 3 years and fine  
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(c) Exceeds ` 1 crore tax evaded ≤ ` 2 crore, imprisonment upto 1 years and fine  
In case of subsequent offence, imprisonment up to 5 years and fine  
(b) To get the confiscated goods released from the Department, the directors of Neurological Systems Private Limited are advised as under:-  
Neurological Systems Private Limited shall get an option to pay redemption fine in lieu of confiscation. Such fine should be less than or equal 
to ≤ [Market value of the goods confiscated – Tax chargeable thereon]  
Aggregate of such fine and penalty leviable should be more than or equal to ≥ Amount of penalty leviable under section 129(1) of the CGST 
Act, 2017.  
Neurological Systems Private Limited can get its confiscated goods released on payment of such redemption fine plus the tax, penalty and 
charges payable in respect of such goods.  
 

Offences by Companies (Section 137) 
  
Q45. What are the consequences of offences committed by Companies and certain other persons? [Additional Que] 
Answer 
When an offence is committed by a Company, every person who at the time of offence was committed was in charge of or was responsible to 
the Company for the conduct of business of the Company as well as the Company shall be deemed to be guilty of the offence and shall be 
liable to be prosecuted against and punished accordingly 
 
Q46. Where an offence under the GST law is committed by a taxable person being a trust, who are deemed to be guilty of the 
offence and under what circumstances? When do the relevant provisions become inapplicable in respect of individuals concerned 
with the trust?  (Question for Practice)/ Nov 18) 
Answer: 
Section 137 of the CGST Act, 2017 stipulates that where an offence under the GST law is committed by a taxable person being a trust, the 
managing trustee shall be deemed to be guilty of that offence and shall be liable to be proceeded against and punished accordingly.  
 
Further, where it is proved that the offence committed by the trust has been Committed – 
 
• with the consent or connivance of, or 
• is attributable to any negligence on the part of any other individual concerned with the trust, 
 
he shall also be deemed to be guilty of that offence and shall be liable to be proceeded against and punished accordingly. 
 
The relevant provisions will become inapplicable in respect of individuals concerned with the trust, if they prove that the offence was 
committed without their knowledge or that they had exercised all due diligence to prevent the commission of such offence. 
 

 
 
 
SECTION 138. Compounding of offences 
Q49. Department initiated prosecution proceedings against a taxable person who had evaded GST of ` 4.2 crores. He has 
approached the Commissioner with a request for compounding the offence. After considering the request, the Commissioner has 
directed him to pay an amount of ` 2.5 crores as compounding amount. Indicate the minimum and maximum limits for 
compounding amount. Is the amount fixed by the Commissioner in this case within the limits prescribed under the law? What is the 
consequence of the decision of the commissioner allowing the request for compounding the offence?  (Question for Practice)/ Nov 
18) 
Answer: 
As per section 138 of the CGST Act, 2017, 
the minimum limit for compounding amount is higher of the following amounts:- 
(i) 50% of tax involved, or 
(ii) ` 10,000, and 
the upper limit for compounding amount is higher of the following amounts: - 
 
(i) 150% of tax involved or 
(ii) ` 30,000 
In the present case, the minimum limit for compounding is ` 2.10 crores. [` 2.10 crores (50% x ` 4.2 crores) or ` 10,000, whichever is 
higher]. 
 
The maximum limit for compounding in this case is ` 6.3 crores [` 6.3 crore (150% x ` 4.2 crores) or ` 30,000, whichever is higher].  
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Thus, the amount fixed by the Commissioner at ` 2.5 cores is within the Limits prescribed under the law. If the taxable person pays the 
compounding amount decided by the Commissioner, no further proceedings shall be initiated under GST law against the accused person in 
respect of the same offence and any criminal proceedings, if already initiated in respect of the said offence, shall stand 
abated. 
 

NOV 19 

Q50. Ganesh Enterprises, a registered supplier under the GST law, has committed an offence that is compoundable. The Department has 
instituted prosecution against the proprietor of Ganesh Enterprises and he is of the opinion that he shall not be able to apply for compounding 
of the offence as the prosecution has been launched. He seeks your advice whether he has the opportunity to apply for compounding of the 
offence and the consequences arising therefrom. (4 Marks)  
Answer: 
A person accused of an offence is permitted to make an application for compounding of an offence even after the institution of prosecution 
against him.  
Therefore, in the given case, Ganesh Enterprises can apply for compounding of offence even though prosecution has been 
instituted/launched against him.  
On payment of compounding amount determined by the Commissioner, the criminal proceedings which have been initiated against Ganesh 
Enterprises in respect of the said offence, shall stand abated.  
The lower limit for compounding amount is to be the greater of the following amounts: -  
• 50% of tax involved, or • ` 10,000.  
The upper limit for compounding amount is to be greater of the following amounts: -   
• 150% of tax involved or • ` 30,000.  
 

 

Important Question on Amendment 
 
 

Question 1 
Mr. A takes 2 registration in the name of his two drivers of his vehicle. Registration is taken to issue fake invoices without supply of 
goods or services to pass on the input tax credit to various buyers ( Mr. P, Mr. Q, Mr. R) of Invoice. What action can be taken again Mr. 
A 
Answer  
 

Penalty for certain offences: Where a taxable person who––  As per Sec 122(1A): Any person who 
retains the benefit of a transaction 
covered under clauses (i), (ii), (vii) or 
clause (ix) of sub-section (1) and at 
whose instance such transaction is 
conducted, shall be liable to a penalty 
of an amount equivalent to the tax 
evaded or input tax credit availed of or 
passed on.  
Hence Mr. A is liable to Penalty as per 
Sec 122(1A) 

(i) supplies any goods or services or both without issue of any invoice or 
issues an incorrect or false invoice with regard to any such supply;  

(ii) issues any invoice or bill without supply of goods or services or both in  
violation of the provisions of this Act or the rules made thereunder;  

(vii) takes or utilises input tax credit without actual receipt of goods or services 
or  both either fully or partially, in contravention of the provisions of this Act 
or  the rules made thereunder;  

(ix) takes or distributes input tax credit in contravention of section 20, or  
the rules made thereunder;  

Further  

SEC 132- Punishment for certain offences 
 

(1) Punishment for specified offences: Whoever commits, or causes to commit and retain the benefits 
arising out of, any of the following offences, namely:— 

(a) supplies any goods or services or both without issue of any invoice, in violation of the provisions of 
this Act or the rules made thereunder, with the intention to evade tax; 

(b) issues any invoice or bill without supply of goods or services or both in violation of the provisions of this 
Act, or the rules made thereunder leading to wrongful availment or utilisation of input tax credit or refund 
of tax; 

(c) avails input tax credit using such invoice or bill referred to in clause (b) or fraudulently avails input 
tax credit without any invoice or bill;  

Hence Mr. A 
is punished 
for his 
offence by 
way of 
imprisonment 
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(i) in cases where the amount of tax evaded or the amount of input tax 
credit wrongly availed or utilised or the amount of refund wrongly taken 
exceeds Rs. 500,00,000/-  

with imprisonment for 
a term which may 
extend to 5 years AND 
with fine; 

(ii) in cases where the amount of tax evaded or the amount of input tax 
credit wrongly availed or utilised or the amount of refund wrongly taken 
exceeds Rs. 200,00,000/- but does not exceed Rs. 500,00,000/-,  

with imprisonment for 
a term which may 
extend to 3 years AND 
with fine; 

(iii) in the case of any other offence where the amount of tax evaded or the 
amount of input tax credit wrongly availed or utilised or the amount of 
refund wrongly taken exceeds Rs. 100,00,000/- but does not exceed 
Rs. 200,00,000/-,  

with imprisonment for 
a term which may 
extend to 1year AND 
with fine; 

(iv) in cases where he commits or abets the commission of an offence 
specified in clause (f) or clause (g) or clause (j), he shall be punishable  

with imprisonment for 
a term which may 
extend to 6 months or 
with fine or with both. 

 

 
Q2. What are cognizable and non-cognizable offences under section 132 of CGST Act, 2017? (Question for Practice)/ May 18) 
Answer 
As per section 132(5) of CGST Act, 2017, following offences are cognizable offences, provided amount of tax evaded or input tax credit 
wrongly availed/ utilised or refund wrongly taken > ` 5 crores, namely: 
 
(a) Supply without issuance of invoice with the intention to evade tax 
(b) Issuance of any invoice/bill without supply leading to wrongful availment/ utilisation of ITC or refund of tax 
(c) Availment of ITC using invoice/bill against which no supplies have been made or fraudulently avails input tax credit without any 
invoice or bill 
(d) Failure to pay the amount collected as tax to the Government beyond a period of 3 months from the due date of payment. 
 
Further, section 132(4) of CGST Act, 2017 provides that all offences specified under section 132 are non-cognizable offences except the 
cognizable offences. 

 

(CA Final Jan 21): Question 5(c) 
Elaborate about cognizable and non-cognizable offences under the CGST Act, 2017.  What is the difference between these two while exercising 
powers by the GST authorities? (4 Marks) 

 
Answer   
 
Alternative to Q.5(c)  
All offences specified under section 132 except the offences that are cognizable and  non-bailable (as mentioned below) are non-cognizable 
offences under the CGST Act, 2017.  
Cognizable offences under the CGST Act, 2017 are the following offences, where amount of tax evaded or input tax credit wrongly availed or utilised 
or refund wrongly taken more than (exceeding) ` 5 crores, namely:  

(a) Supply without issue of any invoice, in violation of the provisions of GST law, with the intention to evade tax;  

(b) Issue of any invoice/bill without any supply in violation of the provisions of GST law leading to wrongful availment or utilisation of 
ITC/refund of tax;  

(c) Availment of ITC using invoice/bill against which no supplies have been made or fraudulently avails input tax credit without any 
invoice or bill 

(d) Collects any amount as tax but fails to pay the same to the Government beyond a period of 3 months from the date on which such 
payment becomes due;  

In case of a cognizable offence, the officer authorised to arrest the person shall inform such person of the grounds of arrest and produce him before 
a Magistrate within 24 hours.  
In case of a non-cognizable offence, the arrested person shall be admitted to bail or in default of bail, forwarded to the custody of the Magistrate.  
The Deputy/Assistant Commissioner shall for the purpose of releasing an arrested person on bail or otherwise, have the same powers and be 
subject to the same provisions as an  officer-in-charge of a police station.  
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CHAPTER 19 –  
DEMAND AND RECOVERY 

  

Sec 73 & 74: show cause notice & Demand order  other than fraud & Fraud cases 
 
(CA Final July 21): Question 5 (a) 
Discuss the amount of tax and penalty to be paid, if any, in the following independent cases where show cause notices are issued 
under section 74 of the CGST Act, 2017.  

S.No.  Date on which credit 
was taken wrongly  

Amount  of input  tax 

credit taken wrongly  (` 

in lakh)  

Present status  

1  31st  January,  
2018  

200  Adjudication order passed on 26th July, 2020 demanding the entire 
amount of credit with interest and imposing amount equal to the 
credit as penalty.  

2  30th June, 2018  250  Adjudication  order  passed  on   
26th August, 2020 demanding the entire amount of credit with 
interest and imposing amount equal to the credit as penalty.  

3  30th  October,  
2018  

120  Show cause notice has been issued on  5th September, 2020 
demanding the entire amount of credit with interest and proposing 
penalty equal to 100% of the credit taken.  

4  30th  January,  
2019  

50  Statement of the Managing Director has been recorded on 6th 
September, 2020 wherein he has admitted the non-receipt of the 
inputs and availing the credit wrongly.  

 Note: In all the cases, assessee wants to pay the amount on 20-09-2020.  (5 Marks)  
Answer   
 

S. 
No.  

Date on 
which  

credit was 
taken 

wrongly  

Amount of 
ITC wrongly 

taken  
(` in lakh)  

Tax & penalty under section 74  

1  31st  
January  
2018  

200  Adjudication order is passed on 26th July, 2020 and payment is made on 20.09.2020 i.e., 
after 30 days of the communication of the adjudication order1. Therefore, entire amount 
of ITC wrongly availed which is  ` 200 lakh and equal amount of penalty i.e., ` 200 lakh 

shall be payable.   

2  30th  June  
2018  

250  Adjudication  order  is  passed  on   
26th August, 2020 and payment is made on 20.09.2020 i.e., within 30 days of the 
communication of the adjudication order14.  Therefore, entire amount of ITC wrongly 
availed which is ` 250 lakh and 50% of the penalty imposed i.e., ` 125 lakh shall be 
payable.  

3  30th  
October  
2018  

120  Show  cause  notice  is  issued  on   
5th September 2020 and payment is made on 20.09.2020 i.e., within 30 days of issue of 
show cause notice.  Therefore, entire amount of ITC wrongly availed which is  ` 120 lakh 
and 25% of the penalty imposed i.e., ` 30 lakh shall be payable.  
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4  30th  
January  
2019  

50  Alternative-I: It is assumed that payment has been made within 30 days of issue of show 
cause notice.  
Entire amount of ITC wrongly availed which is ` 50 lakh and 25% of the penalty imposed 

i.e., ` 12.5 lakh shall be payable.   
Alternative-II: It is assumed that show cause notice has not yet been issued.  
Payment made on 20.09.2020 is before issuance of show cause notice.  Therefore, 
amount of ITC admitted to be taken wrongfully which is ` 50 lakh and penalty equal to 
15% of such ITC i.e., ` 7.5 lakh shall be payable.  

1
 It is assumed that adjudication order is communicated the same day on which it is passed.  

 

 
Q1. Enlist the circumstances for which a show cause notice can be issued by the proper officer under section 73 of the CGST Act, 
2017. Specify the time limit for issuance of such show cause notice as also the time period for issuance of order by the proper 
officer under section 73.  (Question for Practice)/ RTP May 19) 

Answer: 
As per section 73 of the CGST Act, 2017, a show cause notice can be issued by the proper officer if it appears to him that: 
 

 tax has not been paid; or 

 tax has been short paid; or 

 tax has been erroneously refunded; or 

 input tax credit has been wrongly availed or utilized, 
 

for any reason other than the reason of fraud or any wilful misstatement or suppression of facts to evade tax.  
The notice should be issued at least 3 months prior to the time limit specified for passing the order determining the amount of tax, interest and 
any penalty payable by defaulter [Sub-section (2) of section 73].The order referred herein has to be passed within 3 years from the due date 
for furnishing the annual return for the financial year to which the tax not paid or short paid or input tax credit wrongly availed or utilised 
relates to or within 3 years from the date of erroneous refund [Sub-section (10)of section 73]. 
 
Thus, the time-limit for issuance of show cause notice 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. As per section 44(1) of the CGST Act, 2017, the due date of filing annual 
return for a financial year is 31st day of December following the end of such financial year. 

 

Q5. Discuss briefly the procedure for issue of adjudication order under section 74(9) &(11) and the time limit for passing 
adjudication order under section 74(10) of the CGST Act, 2017. (Question for Practice)/ Mock  Test Aug 18) (Sug May 18) 
Answer: 
The procedure for issue of adjudication order under section 74 of CGST Act, 2017 is as under:- 
 
Where a show cause notice/statement is issued to a person chargeable with tax, he may furnish a representation to the proper officer in his 
defence, if he is of the view that he is not so liable to pay whole/part of the amount mentioned in the show cause notice. 
 
The proper officer after considering the representation, if any, made by the person chargeable with tax, pass an order determining the amount 
of tax, interest and penalty due from such person [Section 74(9)]. 
 
Where any person served with an adjudication order pays the tax along with interest payable thereon under section 50 and a penalty 
equivalent to 50% of such tax within 30 days of communication of the order, all proceedings in respect of the said notice shall be deemed to 
be concluded [Section 74(11)]. 
 
As per section 74(10) of CGST Act, 2017, the proper officer shall issue the adjudication order within 5 years from the due date for furnishing 
of Annual Return for the financial year to which the tax not paid/short paid/input tax credit wrongly availed/ utilised relates to or within 5 years 
from the date of Erroneous refund. 
 

Q6. Rajul has been issued a show cause notice (SCN) on 31.12.2021 under section 73(1) of the CGST Act, 2017 on account of short 
payment of tax during the period between 01.07.2017 and 31.12.2017. He has been given an opportunity of personal hearing on 
15.01.2022.  
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Advice Rajul as to what should be the written submissions in the reply to the show cause notice issued to him.   (Question for 
Practice)/ RTP May 18) 
 
Answer: 
The written submissions in reply to SCN issued to Rajul are as follows: 
 
(i) The show cause notice (SCN) issued for normal period of limitation under section 73(1) of the CGST Act, 2017 is not 

sustainable. 
 
(ii) The SCN under section 73(1) of the CGST Act, 2017 can be issued at least 3 months prior to the time limit specified for issuance of order 

under section 73(10) of the CGST Act, 2017. The adjudication order under section 73(10) of the CGST Act, 2017 has to be issued within 
3 years from the due date for furnishing of annual return for the financial year to which the short-paid tax relates to. 

 
The due date for furnishing annual return for a financial year ison or before the 31st day of December following the end of such financial 
year [Section 44 of the CGST Act, 2017]. Thus, SCN under section 73(1) of the GST months from the due date for furnishing of annual 
return for the financial year to which the short-paid tax relates to. 
 

(iii) The SCN has been issued for the period between 01.07.2017 to 31.12.2017 which falls in the financial year (FY) 2017-18. Due date for 
furnishing annual return for the FY 2017-18 is 31.12.2018 and 3 years‘ period from due date of filing  

(iv)  Since the notice has been issued after 30.09.2021, the entire proceeding is barred by limitation and deemed to be concluded under 
section 75(10) of the CGST Act, 2017. 
 

Q7. Everest Technologies Private Limited has been issued a show cause notice (SCN) on 31.01.2021 under section 73(1) of the 
CGST Act, 2017 on account of short payment of tax during the period between 01.07.2017 and 31.12.2017. Everest Technologies 
Private Limited contends that the show cause notice issued to it is time-barred in law. You are required to examine the technical 
veracity of the contention of Everest Technologies Private Limited.  (Question for Practice)/ Mock Mar 18) 
 
Answer: 
The contention of Everest Technologies Private Limited is not valid in law. The SCN under section 73(1) of the CGST Act can be issued at 
least 3 months prior to the time limit specified for issuance of order under section 73(10)of the CGST Act [Section 73(2) of the CGST Act]. 
The adjudication order under section 73(10) of the CGST Act has to be issued within 3 years from the due date for furnishing of annual return 
for the financial year to which the short-paid/not paid tax relates to. 
The due date for furnishing annual return for a financial year is 31st day of December following the end of such financial year [Section 44 of 
the CGST Act]. Thus, SCN under section 73(1) of the CGST Act can be issued within 2years and 9 months from the due date for furnishing of 
annual return forth financial year to which the short-paid/not paid tax relates to. 
 
The SCN has been issued for the period between 01.07.2017 to 31.12.2017which falls in the financial year (FY) 2017-18. Due date for 
furnishing annual return for the FY 2017-18 is 31.12.2018 and 3 years‘ period from due date of filing annual return lapses on 31.12.2021. 
Thus, SCN under section 73(1) ought to have been issued latest by 30.09.2021. Since in the given case, the notice has been issued on 
31.01.2021, notice is not time-barred. 
 
Q8. Mr. Anant Kumar Gupta self-assessed his tax liability as ` 90,000 for the month of April 20XX but failed to make the payment. 
Subsequently the Department initiated penal proceedings against Mr. Anant Kumar Gupta for recovery of penalty under section 73 
of CGST Act, 2017 for failure to pay GST   20XX. 
 
Mr. Anant Kumar Gupta deposited the tax along with interest on 25/08/20XX and informed the department on the same day. 
Department is contending that he is liable to pay a penalty of ` 45,000 (i.e. 50% of 90000). Examine the correctness of the stand 
taken by the Department with reference to the provisions of the CGST Act, 2017, explain the relevant provisions in brief. 
 (Question for Practice)/ 
Answer: 
Due date for payment of tax for the month of April, 20XX is 20.05.20XX. 
 
As per section 73 of the CGST Act, 2017, where self-assessed tax is not paid within 30 days from due date of payment of such tax, penalty 
equivalent to 10% of tax or ` 10,000, whichever is higher, is payable. Thus, option to pay tax within 30 days of issuance of SCN to avoid 
penalty, is not available in case of self-assessed tax. 
 
Since in the given case, Mr. Anant Kumar Gupta has not paid the self-assessed tax within 30 days of due date [i.e. 20.05.20XX], penalty 
equivalent to: 
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(i) 10% of tax, viz., ` 9,000 (10% of ` 90,000) or 
(ii) ` 10,000, 
 
Whichever is higher, is payable by him. Thus, penalty payable is ` 10,000. Hence, the stand taken by the Department that penalty will be 
levied on Mr. Anant Kumar Gupta is correct, but the amount of penalty ` 45,000 is not correct. 
 
Q9. Checker not has self-assessed tax liability under IGST Act, 2017, as ` 80,000. He fails to pay the tax within 30 days from the due 
date of payment of such tax.  
 
Determine the interest and penalty payable by him explaining the provisions of law, with the following particulars available from his 
records: 
 
Date of collection of tax 18thSeptember, 20XX 
Date of payment of tax 26thNovember, 20XX 
 
No Show Cause Notice (SCN) has been issued to him so far, while he intends to discharge his liability, even before it is issued to 
him, on the assumption that no penalty is leviable on him as payment is made before issue of SCN. (Question for Practice)/ 
Mock Aug 18) (May 18) 
 
Answer: 
Due date for payment of tax collected on 18.09.20XX is 20.10.20XX. However, since tax is actually paid on 26.11.20XX, interest @ 18% p.a. 
is payable for the period for which the tax remains unpaid [37 days] in terms of section 50 of CGST Act, 2017 read with Notification No. 
13/2017 CT dated 28.06.2017.  
Amount of interest is: 
 
= ` 80,000 × 18% × 37/365 = ` 1,460 (rounded off) 
 
As per section 73(11) of CGST Act, 2017, where self-assessed tax/any amount collected as tax is not paid within 30 days from due date of 
payment of tax, then, inter alia, option to pay such tax before issuance of SCN to avoid penalty, is not available. 
 
 
 
Consequently, penalty equivalent to: 
 
(i) 10% of tax, viz., ` 8,000 or 
(ii) ` 10,000, 
 
whichever is higher, 
is payable in terms of section 73(9) of CGST Act, 2017. Therefore, penalty of 10,000 will have to be paid by Checkernot. However, such 
penalty is payable when the PO isuues an order in this behalf. 
 
 
Q10. Mr. X, registered under GST Act, had made short payment of GST for 
 RECOVERY  
He does not want a show cause notice to be served on him by proper officer. Advice Mr. X, if : 
 
(i) Short payment of tax is on account of reasons other than fraud  
(ii) Short payment of tax is on account of fraud      (Question for Practice)/ 

Answer: 
(i) Short payment of tax is on account of reasons other than fraud 
As per section 73 of the CGST Act, 2017, the show cause notice will not be issued by the proper officer, if Mr. X pays the amount of tax short 
paid along with interest payable thereon on the basis of his own ascertainment of such tax or the tax as ascertained by the proper officer, 
before the service of notice and inform the proper officer in writing of such payment. 

(ii) Short payment of tax is on account of fraud  

As per section 74 of the CGST Act, 2017, the show cause notice will not be issued by the proper officer, if Mr. X pays the amount of tax short 
paid along with interest payable thereon and a penalty equal to 15% of such tax on the basis of his own ascertainment of such tax or the tax 
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as ascertained by the proper officer, before the service of notice and inform the proper officer in writing of such payment. 
 

Q11. Inoba Bhave is engaged in supply of taxable services. He supplies some services in the month of April and collects IGST of  Rs. 
15,50,000 on said supply on 18th April.  However,  he fails to pay the tax so collected within 30 days from the due  date of payment of 
such  tax. 

No Show Cause Notice (SCN) has been issued to him so far. Inoba Bhave decides to discharge his tax liability, before the SCN is 
issued to him. He is of  the view that no  penalty is leviable if the payment of tax is made before issue of SCN. 

Therefore, he self-assesses  his  tax  liability  at  Rs. 15,50,000  and  pays  the  same  on 26th June. Determine the interest and 
penalty, if any, payable by Inoba Bhave.  [RTP May 2020] 

Answer: 

Due date for payment of tax collected on 18th April is 20th May. However, since tax is actually paid on 26th June, interest @ 18% p.a. 
is payable for the period for which the tax remains unpaid [37 days] in terms of section 50 of CGST Act, 2017 read with Notification No. 
13/2017 CT dated 28.06.2017. Amount of interest is: 

= Rs. 15,50,000 × 18% × 37/365 = Rs. 28,282 (rounded off) 

As per section 73(11) of the CGST Act, 2017, where self-assessed tax/any amount collected as tax is not paid within 30 days from due 
date of  payment of  tax, then ,  inter alia, option to pay such tax before issuance of SCN to avoid penalty, is not available. 

Consequently, penalty equivalent to (i) 10% of tax, viz., Rs. 1,55,500 or (ii) Rs. 10,000, whichever is higher, is  payable  in  terms  of  
section  73(9)  of  the   CGST  Act,  2017. Therefore, penalty of Rs. 1,55,500 will have to be paid by Inoba Bhave. 
 

(CA Final Nov 20):  Question 5(b) 
Mr. Jagjeevan has filed Form GSTR 3B after the due date prescribed for filing it.  The adjudicating authority is of the opinion that penalty has to be 
levied under  section 73(9) & (11) of the CGST Act, 2017 and has decided to pass an order for levying penalty of 10% of the tax or ₹ 10,000, 
whichever is higher, on the grounds that amount collected as tax has not been paid within a period of 30 days from the due date of payment of tax. 
Discuss the decision of the adjudication authority as to its correctness or otherwise.  
Also, discuss the law of limitation period for issuing the show cause notice and passing the adjudication order under section 73 of the CGST Act, 
2017. (4 Marks)  

 
Answer   
The decision of the adjudicating authority is not correct in law.    
The provisions of section 73(11) of the CGST Act, 2017 can be invoked only when the provisions of section 73 are invoked and the provisions of 

section 73 are generally not invoked in case of delayed filing of the return in Form GSTR‐3B because tax along with applicable interest has already 
been paid.    
Thus, penalty under the provisions of section 73(11) is not payable in such cases although a general penalty may be imposed since the tax has 
been paid late in contravention of the provisions of the CGST Act, as clarified vide Circular No. 76/50/2018 GST dated 31.12.2018.  
The time-limit for issuance of SCN is 2 years and 9 months and time-limit for passing the adjudication order is within 3 years from:  

(i) the due date of filing annual return for the financial year to which the demand pertains or  

(ii) the date of erroneous refund, as the case may be.  

 

(CA Final July 21): Question 5 (b) 
 
Discuss the validity of the following independent cases under the provisions of CGST Act, 2017:  

(i) CGST officer had issued a notice under section 74(1) against which appeal was preferred by the assessee.  Appellate 
Authority concluded that the notice issued under section 74(1) was not sustainable for the reason that charges of fraud had 
not been established. Now the officer wishes to determine the tax payable by treating the said notice as if it was issued 
under section 73(1). Is the action of the officer valid?  

(ii) CGST officer issued an adjudication order which did not specify payment of interest on the tax short paid by the registered 
person. So, the assessee contends that interest cannot be demanded as the said order is silent on the same. Is the 
contention of the assessee correct?  (4 Marks)  

Answer 
  (i) Valid. As per section 75 of the CGST Act, 2017, if the Appellate Authority concludes that the notice issued under section 74(1) is 

not sustainable for the reason that the charges of fraud has not been established, the proper officer can determine the tax 
payable by deeming as if the notice was issued under section 73(1).  
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(ii) Incorrect. As per section 75 of the CGST Act, 2017, the interest on the tax short paid or not paid shall be payable whether or 
not the same is specified in the order determining the tax liability.  

 
Q42. Comment on the following 

   

1 Taxable person was not given opportunity of being heard and demand order passed of 10 lac 

2 In spite of sufficient cause shown, Adjournment was not granted by proper officer on the ground than 
he was given already 2 adjournments earlier 

 

3 Demand order passed – in which facts and reasons for taking decision was not given of  20 lac 

4 SCN was issued on ground of disallowing the discount. But demand order was passed by taking Rate 
of GST @ 18%. However GST paid @ 12% by assessee in the return furnished. 

30 lac 

5 Demand order passed  

GST  10 LAC 

Interest  18% 

Penalty  10 lac 

Appellate authority modified 
Case 1 – GST 8 lac 
Case 2 – GST 12 lac 

 

6 Demand order passed  
Tax – 10 lac  
Penalty – 10 lac 
But no mention of interest, whether interest payable? 

 

 
Answer  
1. As per sec 75(4) – An opportunity of hearing shall be granted where a request is received in writing from the person chargeable with 

tax or penalty, or where any adverse decision is contemplated against such person.  
Hence, Demand order of Rs 10 lac issued by joint commissioner is invalid 

2. As per sec 75(5) – The proper officer shall, if sufficient cause is shown by the person chargeable with tax, grant time to the said person 
and adjourn the hearing for reasons to be recorded in writing. 
Provided that no such adjournment shall be granted for more than 3 times to a person during the proceedings.  
Hence proper officer was not right in denying adjournment. 

3. As per sec 75(6) – The proper officer, in his order, shall set out the relevant facts and the basis of his decision.  
Demand order passed – in which facts and reasons for taking decision was not given of Rs 20 lac is invalid. 

4. As per sec 75(7) – The amount of tax, interest and penalty demanded in the order shall not be in excess of the amount specified in 
the notice and no demand shall be confirmed on the grounds other than the grounds specified in the notice. 
Hence demand order was passed of Rs 30 lac by taking Rate of GST @ 18% is invalid. 

5. As per sec 75(8) – Where the Appellate Authority or Appellate Tribunal or court modifies the amount of tax determined by the proper 
officer, the amount of interest and penalty shall stand modified accordingly, taking into account the amount of tax so modified.  
Hence following is the effect on demand: 
 

Case – 1 

GST   8 LAC 

Interest  18% on 8 lac 

Penalty  8 lac 

Case 2 

GST  12 LAC 

Interest  18% on 12 lac 

Penalty  12 lac 

 
6. As per sec 75(9) – The interest on the tax short paid or not paid shall be payable whether or not specified in the order determining the 

tax liability.  
Hence interest shall be payable. 
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Q43. While filing the return under GST, if any amount of tax or any interest on such tax remains unpaid, whether proper officer shall 

issue notice for recovering this amount?  

Answer 
No, proper officer shall not issue any notice for such unpaid tax or unpaid interest on tax. This shall be recovered from such person in 

accordance with provisions of Section 79.  

 
Sec 75(12) 
Q44.  Self assessed tax in return not paid – Rs 10 lac 
Whether notice is to be issued u/s 73 or 74 or direct recovery u/s 79? 
Answer 
As per sec 75(12) – notice is not required to be issued. Direct recovery made u/s 79. 
 
Q45. GST 

Case – 1 

GST   8 LAC 

Interest  18% on 8 lac 

Penalty u/s 73 80,000 

Case 2 

GST  12 LAC 

Interest  18% on 12 lac 

Penalty u/s 74 12 lac 

Whether further penalty u/s 122 can be levied? 
Answer 
As per sec 75(13) - Where any penalty is imposed under section 73 or section 74, no penalty for the same act or omission shall be imposed 
on the same person under any other provision of this Act.  
 

Q46. A show cause notice was issued demanding GST of ` 1, 80,180 for the month of July, 20XX on 1st October, 20XX. However, 
adjudicating authority after the personal hearing found that there was a typographical error while mentioning the amount of GST 
and he confirmed the demand for ` 10,80,180. Assesse seeks your advice. 
 
What would be your advice if: (a) assesse comes to you after issue of order or (b) a corrigendum revising the amount to ` 10, 
80,180 on 15th November, 20XX, is issued.   (Question for Practice)/ Nov 18) 
 
Answer: 
 (i) Advice after issue of order1: 
 
As per section 75(7) of the CGST Act, 2017, inter alia, the amount of tax, interest and penalty demanded in the order cannot exceed the 
amount specified in the notice. 
 
Since, in the given case, the amount of tax demanded in the order exceeds the amount of tax demanded in the show cause notice, the 
assessee can file an appeal against the adjudication order within the prescribed time limit. 
 
(ii) Advice after issue of corrigendum2 Any authority, who has issued, inter alia, any notice, may rectify any error which is apparent on the 
face of record in such notice, inter alia, on its own motion within a period of 6 months from the date of issue of such notice except where the 
rectification is purely in the nature of correction of a clerical or arithmetical error, arising from any accidental slip or omission [Section 161 of 
the CGST Act, 2017]. 
 
In the given case, since the corrigendum has been issued to rectify a typographical error in the show cause notice, which is an error apparent 
on the face of the record, the rectification is correct in law. Further, being rectification of a clerical error, the time limit of 6 months will not 
apply. Therefore, the assessee should reply to the show cause notice considering the revised amount of demand. 
1 It has been assumed that order demanding higher tax has been made, but the rectification of show cause notice has not been done.  

2 It has been assumed that corrigendum has been issued in respect of show cause notice.ND 
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Q48. On 05.07.20XX, a show cause notice for ` 5, 00,000 was issued to Mr. Vijay Kumar Sharma demanding short payment of GST 
of ` 4, 50,000 for the month of January, 20XX and also interest of ` 50,000.  
 
Mr. Sharma raised objections and after personal hearing on 30.08.20XX, adjudicating authority passed the final order for ` 3, 50,000 
for GST, without any reference with regard to payment of interest. 
 
Mr. Sharma deposited the tax of ` 3, 50,000 on 02.09.20XX and informed the department on the same day. Subsequently, on 
15.09.20XX, department demanded payment of interest of ` 60,000 on GST of ` 3, 50,000. 
 
Mr. Vijay Kumar Sharma is not ready to pay any interest. His contention is that he is not liable for interest because he deposited all 
the amount specified in the final adjudication order. 
RECOVERY 
Examine with a brief note the validity of the action taken by the Department with reference to provisions of the CGST Act, 2017. 
  (Question for Practice)/ (May 19) (Mock Test Oct 2019) 
 
Answer: 
As per section 75 of the CGST Act, 2017, the interest on the tax short paid has to be paid whether or not the same is specified in the order 
determining the tax liability. 
 
Thus, in view of the same, Mr. Vijay Kumar Sharma will have to pay the interest even though the same is not specified in the final adjudication 
order. His contention that he is not liable for interest because he deposited all the amount specified in the final adjudication order is not valid 
in law. However, the amount of interest demanded in the order cannot be in excess of the amount specified in the notice. 
 
Therefore, in the given case, Department cannot demand the interest in excess of the amount specified in the notice, which will be ` 50,000. 
 
 

 

Tax collected but not paid to Government (Section 76) 
 

Q52. Subharti Enterprises collected GST on the goods supplied by it from its customers on the belief that said supply is taxable. 
However, later it discovered that goods supplied by it are exempt from GST. The accountant of Subharti Enterprises advised it that 
the amount mistakenly collected by Subharti Enterprises representing as tax was not required to be deposited with Government. 
Subharti Enterprises has approached you for seeking the advice on the same. You are required to advise it elaborating the relevant 
provisions.  (Question for Practice)/ RTP Nov 18) (Mock Test April 19) 

 
Answer: 
The provisions of section 76 of the CGST Act, 2017 make it mandatory on Subharti Enterprises to pay amount collected from other person 
representing tax under this Act, to the Government. Section 76 of the CGST Act, 2017 stipulates that notwithstanding anything to the contrary 
contained in any order or direction of any Appellate Authority or Appellate Tribunal or Court or in any other provisions of the CGST Act or the 
rules made thereunder or any other law for the time beingin force, every person who has collected from any other person any amounts 
representing the tax under this Act, and has not paid the said amount to the Government, shall forthwith pay the said amount to the 
Government, irrespective of whether the supplies in respect of which such amount was collected are taxable or not. 
 
Where any amount is required to be paid to the Government as mentioned above, and which has not been so paid, the proper officer may 
serve on the person liable to pay such amount a notice requiring him to show cause as to why the said amount as specified in the notice, 
should not be paid by him to the Government and why a penalty equivalent to the amount specified in the notice should not be imposed on 
him under the provisions of this Act. The proper officer shall, after considering the representation, if any, made by the person on whom show 
cause notice (SCN) is served, determine the amount due from such person and thereupon such person shall pay the amount so determined. 
 
The person who has collected any amount as representing the tax, but not deposited the same with the Government shall in addition to 
paying the said amount determined by the proper officer shall also be liable to pay interest thereon. Interest is payable at the rate specified 
under section 50.Interest is payable from the date such amount was collected by him to the date such amount is paid by him to the 
Government. 
 
The proper officer shall issue an order within 1 year [excluding the period of stay order] from the date of issue of the notice. The proper officer, 
in his order, shall set out the relevant facts and the basis of his decision. 
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SECTION 77. Tax wrongfully collected and paid to Central Government or State Government. — 
 

Q55.  Following are the details: 

Tax paid to Government Subsequently held 

(1) CGST – Rs 10 lac , SGST – Rs 10 lac Inter-state supply 

(2) IGST – Rs 10 Lac Intra- state supply 

Comment what will be the effect on (1) GST and (2) interest payable 
Answer 
 Treatment as per sec 77 

Tax paid to Government Subsequently held Deposit Interest liability 

(1) CGST – Rs 10 lac , SGST – Rs 10 lac Inter-state supply IGST – Rs 20 lac Nil  

(2) IGST – Rs 10 Lac Intra- state supply CGST – Rs 5 lac , SGST 
– Rs 5 lac 

Nil  

Note – in First case, Refund of CGST – Rs 10 lac, SGST – Rs 10 lac will be claimed 
In Second case, Refund of IGST – Rs 10 Lac will be claimed. 
 

Question 18:- Answer the following questions: 

(ii) Narmada Enterprises, a registered person, pays CGST and SGST on a transaction considered by it to be an 

intra-State supply.  However, subsequently said transaction is held to be an inter-State supply. Examine the 

recourse available with Narmada Enterprises. 

Ans  

Section 77(1) of the CGST Act,  2017 stipulates that a registered person who has   paid the Central tax and State tax or, as the 

case may be, the Central tax and the Union territory tax on a transaction considered by him to be  an  intra -State supply, but 

which is subsequently held to be an inter-State supply, shall be refunded the amount of taxes so paid. 

Further, section 19(2) of the IGST Act, 2017 provides that a registered person who has paid central tax and State tax or Union 

territory tax, as the case may be, on a transaction considered by him to be an intra-State supply, but which is subsequently 

held to be an inter-State supply, shall not be required to pay any interest on the amount of integrated tax payable. 

Thus, in the given case, Narmada Enterprises shall be  refunded  the  amount  of taxes so paid and it shall not be required to 

pay any interest on the amount of IGST payable by it on the transaction wrongly considered by it earlier as intra-State 

transaction. 
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CHAPTER 20 –  
LIABILITY TO PAY IN CERTAIN CASES 

 

Liability in case of transfer of business (Section 85) 
 
Q3. Avataar Industries, a registered person under GST, has sold whole of its business to Rolex Manufacturers. Determine the person liable to 
pay GST, interest or any penalty under GST law [determined before sale, but still unpaid] due from Avataar Industries upto the time of such 
transfer. [ICAI Study Mat.] 
Answer: 
Where a taxable person, liable to pay tax under this Act, transfers his business in whole or in part, by sale, gift, lease, leave and license, hire 
or in any other manner whatsoever, the taxable person and the person to whom the business is so transferred shall, jointly and severally, be 
liable wholly or to the extent of such transfer, to pay the tax, interest or any penalty due from the taxable person upto the time of such transfer, 
whether such tax, interest or penalty has been determined before such transfer, but has remained unpaid or is determined thereafter.  

Thus, in the given case, Avataar Industries and Rolex Manufacturers shall, jointly and severally, be liable wholly or to the extent of such 
transfer, to pay GST, interest or any penalty [determined before sale, but still unpaid] due from Avataar Industries upto the time of such 
transfer.  

Note: Transfers of business [includes transfer or change in the ownership of business due to death of the sole proprietor] [Circular 

No.96/15/2019]  

Note: The transferee shall be liable to pay any tax, interest or any penalty due from the transferor in cases of transfer of business due to death 

of sole proprietor [Circular No.96/15/2019] 

Liability of agent and principal (Section 86) 
 
Q6. ABC Manufacturers Ltd. engages Raghav & Sons as an agent to sell goods on its behalf. Raghav & Sons sells goods to Swami 
Associates on behalf of ABC Manufacturers Ltd. Determine the liability to pay GST payable on such goods as per the provisions of section 86 
of the CGST Act.  [ICAI Study Mat.] 
Answer: 
Where an agent supplies or receives any taxable goods on behalf of his principal, such agent and his principal shall, jointly and severally, be 
liable to pay the tax payable on such goods under this Act. Thus, in the given case, ABC Manufacturers Ltd. and Raghav & Sons shall, jointly 
and severally, be liable to pay GST payable on such goods.  

Liability in case of amalgamation /merger of Companies (Section 87) 
 
Q8. Discuss the liability to pay tax in case of an amalgamation/merger, under section 87 of the CGST Act, 2017. (Question for 
Practice)/ RTP Nov 18) (RTP Nov 19) (Mock Test April 19) 
Answer: 
Section 87 of the CGST Act, 2017 stipulates that when two or more companies are amalgamated/ merged in pursuance of an order of court 
or Tribunal or otherwise and the order is to take effect from a date earlier to the date of the order and any two or more of such companies 
have supplied/ received any goods and/or services to or from each other during the period commencing on the date from which the order 
takes effect till the date of the order, then such transactions of supply and receipt shall be included in the turnover of supply or receipt of the 
respective companies and they shall be liable to pay tax accordingly. 
 
For the purposes of the CGST Act, 2017, the said two or more companies shall be treated as distinct companies for the period up to the date 
of the said order. The registration certificates of the said companies shall be cancelled with effect from the date of the said order. 
 

Liability in case of Company in liquidation (Section 88)  
 
Q9. Explain the provisions relating to liability for GST in case of company in liquidation (section 88 of the CGST Act, 2017).
 (Question for Practice)/ Mock Test Oct 18) (May 18) or 
What is the responsibility of the liquidator in the course of winding up of the company 
Answer: 
The provisions relating to liability for GST in case of company in liquidation provided under section 88 of the CGST Act, 2017 are: 
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(i)  Where any company is being wound up whether under the orders of a court or Tribunal or otherwise, every person appointed as a 
liquidator/receiver of assets of a company shall give the intimation of his appointment to the Commissioner within 30 days of his 
appointment. 

(ii) The Commissioner shall ascertain the amount which in the opinion of the Commissioner would be sufficient to provide for any tax, 
interest or penalty which is then, or is likely thereafter to become, payable by the company. 

(iii) He shall communicate the details of amount to the liquidator within 3 months of the receipt of intimation of appointment of liquidator. 
(iv) When any private company is wound up and any tax, interest or penalty determined under the CGST Act on the company for any 

period, whether before or in the course of or after its liquidation, cannot be recovered, then every person who was a director of such 
company at any time during the period for which the tax was due shall, jointly and severally, be liable for the payment of such tax, 
interest or penalty. 

(v) However, director shall not be liable if he proves to the satisfaction of the Commissioner 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. 

  

Liability of directors of private company (Section 89) 
 

Q10. With reference to the provisions of CGST Act, 2017, explain the liability of directors of private company? (Mock Test April 18) 

Answer: 

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. 

Director not jointly and severally liable for the payment of any tax, interest or penalty due from a private company & not recovered, if such 

private company gets converted into a public 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, nothing contained in sub-section (1) 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.. 

 

Liability of partners of Firm to pay tax (Section 90)  
 
(CA Final July 21): Question 6 (a) 
Discuss the liability of partners of firm to pay tax, interest and penalty under section 90 of the CGST Act, 2017.  (4 Marks)  

(5 Marks)  
Answer   
Where any firm is liable to pay any tax, interest or penalty under the CGST Act 2017, the firm and each of the partners of the firm are 
jointly and severally liable for such payment.  

Where any partner retires from the firm, he or the firm, is required to intimate the date of retirement of the said partner to the 
Commissioner by a notice in writing and such partner would be liable to pay tax, interest or penalty due up to the date of his 
retirement whether determined or not, on that date.  

 However, if no such intimation is given within 1 month from the date of retirement, the liability of such partner would continue until the 
date on which such intimation is received by the Commissioner.  

 
Q12. With reference to the provisions of CGST Act, 2017, explain the liability of partners of firm to pay tax? (Question for 
Practice)/ Mock Test Aug 18) ( Nov 18) 
Answer: 
Section 90 of the CGST Act explains the liability of partners of firm to pay tax as under:- 
 
Partners of the firm jointly and severally liable to pay any tax, interest or penalty of the firm: Notwithstanding any contract to the 
contrary and any other law for the time being in force, where any firm is liable to pay any tax, interest or penalty under this Act, the firm and 
each of the partners of the firm shall, jointly and severally, be liable for such payment. 
 
Retiring partner liable to pay any tax, interest or penalty of the firm due up to the date of his retirement: Where any partner retires 



CA Manoj Batra     350 
 
from the firm, he or the firm, shall intimate the date of retirement of the said partner to the Commissioner by a notice in that behalf in writing 
and such partner shall be liable to pay tax, interest or penalty due up to the date of his retirement whether determined or not, on that date. 
 
However, if no such intimation is given within 1 month from the date of retirement, the liability of such partner shall continue until the date on 
which such intimation is received by the Commissioner. 
 

Q13. Discuss the liability of the retiring partner of a firm to pay any tax, interest or penalty, if any, leviable on the firm under CGST/ 

lGST/ SGST Act. 

Answer  

 Where any partner retires from the firm, he or the firm, shall intimate the date of retirement of the said partner to the 

Commissioner by a notice in that behalf in writing. Such partner shall be liable to pay tax, interest or penalty due up to 

the date of his retirement whether determined or not, on that date.  

However, if no such intimation is given within 1 month from the date of retirement, the liability of such partner shall 

continue until the date on which such intimation is received by the Commissioner [Section 90 of the CGST Act, 2017] 

 
  

 

Liability of Court of Wards etc. (Section 92) 
 
Q15. What happens to the GST liability when the estate of a taxable person is under the control of Court of Wards?  [ICAI Study Mat.] 
Answer: 
Where the estate of a taxable person owning a business in respect of which any tax, interest or penalty is payable is under the control of the 
Court of Wards/Administrator General/Official Trustee/Receiver or Manager appointed under any order of a Court, the tax, interest or penalty 
shall be levied and recoverable from such Court of Wards/Administrator General/Official Trustee/Receiver or Manager to the same extent as it 
would be determined and recoverable from a taxable person. discontinued, whether before or after his death, his legal representative shall be 
liable to pay, out of the estate of the deceased, to the extent to which the estate is capable of 

 
  

Special provisions regarding liability to pay tax, interest or penalty in certain cases (Section 93) 
 
 
Q17. Discuss the liability to pay tax, interest or penalty on death of a person liable to pay tax, interest or penalty as per the 
provisions of section 93(1) of the CGST Act, 2017. (Question for Practice)/ 
Q. Who will be held liable for payment of tax, interest or penalty after the death of the taxable person? [Additional Que] 
 
Answer: 
Save as otherwise provided in the Insolvency and Bankruptcy Code, 2016, where a person, liable to pay tax, interest or penalty under 
CGST Act, dies, then:             
         

❑ Business is continued after his death: if a business carried on by the person is continued after his death by his legal representative or 

any other person, such legal representative or other person, shall be liable to pay tax, interest or penalty due from such person under this Act. 
[Further It is clarified via Circular No. 96/15/2019, that the transferee/ successor shall be liable to pay any tax, interest or any penalty 
due from the transferor in cases of transfer of business due to death of sole proprietor  

 

❑ Business is discontinued after his death: if the business carried on by the person is discontinued, whether before or after his death, his 

legal representative shall be liable to pay, out of the estate of the Deceased, to the extent to which the estate is capable of meeting the 
charge, the tax, interest or penalty due from such person under this Act, Whether such tax, interest or penalty has been determined before his 
death but has remained unpaid or is determined after his death. 
 
 

Liability in other cases (Section 94)  
 
Q22. Liability in case of discontinuation of business by HUF / AOP / firm?  

Answer 
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Where a taxable person is a firm or an association of persons or a Hindu Undivided Family and such firm, association or family has 

discontinued business—  

1. the tax, interest or penalty payable under this Act by such firm, association or family up to the date of such discontinuance may be 

determined as if no such discontinuance had taken place; and  

2. every person who, at the time of such discontinuance, was a partner of such firm, or a member of such association or family, shall, 

notwithstanding such discontinuance, jointly and severally, be liable for the payment of tax and interest determined and penalty imposed and 

payable by such firm, association or family, whether such tax and interest has been determined or penalty imposed prior to or after such 

discontinuance and subject as aforesaid, the provisions of this Act shall, so far as may be, apply as if every such person or partner or member 

were himself a taxable person.  
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CHAPTER 21 –  
ADVANCE RULING 

 
Q3. Which are the matters enumerated in Section 97 for which advance ruling can be sought? [ICAI Study Mat.] 
Q. Discuss briefly provisions of CGST Act, 2017 regarding questions for which advance ruling can be sought.  

(Question for Practice)/ (Mock Test Aug 18) (May 18) 
Answer: 
The definition of Advance ruling given under the Act is a broad one. Under GST, Advance ruling can be obtained on a proposed 
transaction as well as a transaction already undertaken by the applicant. 
Advance Ruling can be sought for the following questions:- 
(a) classification of any goods or services or both 
(b) applicability of a notification issued under the provisions of CGST Act 
(c) determination of time and value of supply of goods or services or both 
(d) admissibility of input tax credit of tax paid or deemed to have been paid 
(e) determination of the liability to pay tax on any goods or services or both 
(f) whether applicant is required to be registered 
(g) whether any particular thing done by the applicant with respect to any goods or services or both amounts to or results in a 
supply of goods or services or both, within the meaning of that term. 
 
Q7. Ranjan intends to start selling certain goods in Delhi. However, he is not able to determine (i) the classification of the goods 
proposed to be supplied by him [as the classification of said goods has been contentious] and (ii) the place of supply if he supplies 
said goods from Delhi to buyers in U.S. 
 
Ranjan‘s tax advisor has advised him to apply for the advance ruling inrespect of these issues. He told Ranjan that the advance 
ruling would bring him certainty and transparency in respect of the said issues and would avoid litigation later. Ranjan agreed with 
his view, but has some apprehensions. 
 
In view of the information given above, you are required to advise Ranjan with respect to following: 
 

(i) The tax advisor asks Ranjan to get registered under GST law before applying for the advance ruling as only a registered person 
can apply for the same. Whether Ranjan needs to get registered? 
 

(ii) Can Ranjan seek advance ruling to determine (a) the classification of the goods proposed to be supplied by him and (b) the 
place of supply, if he supplies said goods from Delhi to buyers in U.S?  
 

(iii) Ranjan is apprehensive that if at all advance ruling is permitted to be sought, he has to seek it every year. Whether Ranjan‘s 
apprehension is correct? 

 

(iv) The tax advisor is of the view that the order of Authority for Advance Ruling (AAR) is final and is not appealable. Whether the 
tax advisor‘s view is correct? 

 

(v) Sambhav - Ranjan‘s friend - is a supplier registered in Delhi. He is engaged in supply of the goods, which Ranjan proposes to 
supply at the same commercial level that Ranjan proposes to adopt. 

 
He intends to apply the classification of the goods as decided in the advance ruling order to be obtained by Ranjan, to the goods 
supplied by him in Delhi. Whether Sambhav can do so?  (Question for Practice)/ (RTP May 18) (Mock Test Mar 19) 
 
Answer: 
 (i) Advance ruling under GST can be sought by a registered person or a person desirous of obtaining registration under GST law [Section 
95(c) of the CGST Act, 2017]. Therefore, it is not mandatory for a Person seeking advance ruling to be registered. 
 
(ii) Section 97(2) of the CGST Act, 2017 stipulates the questions/matters on which advance ruling can be sought. It provides that advance 
ruling can be sought for, inter alia, determining the classification of any goods or services or both. Therefore, Ranjan can seek the advance 
ruling for determining the classification of the goods proposed to be supplied by him. 
 
Determination of place of supply is not one of the specified questions/matters on which advance ruling can be sought under section 97(2). 
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Further, section 96 of the CGST Act, 2017 provides that AAR constituted under the provisions of an SGST Act/UTGST Act shall be deemed 
to be the AAR in respect of that State/Union territory under CGST Act also. 
 
Thus, AAR is constituted under the respective State/Union Territory Act and not the central Act. This implies that ruling given by AAR will be 
applicable only within the jurisdiction of the concerned State/Union territory. It is also for this reason that the questions on determination of 
place of supply cannot be raised with the AAR. Hence, Ranjan cannot seek the advance ruling for determining the place of supply of the 
goods proposed to be supplied by him. 
 
Note: The above answer is based on the view taken by the CBIC in its e-flier issued on the subject of advance ruling. The e-flier is available 
on the CBIC‘s website. However, it can be also be argued that the question relating to determination of the liability to pay tax on goods and/or 
services as provided under section 96(2)(e) of the CGST Act, 2017 encompasses within its ambit the question relating to place of supply. This 
is so because place of supply is one of the factor to determine as to whether the supply is leviable to CGST & SGST or IGST. 
 
 
 
(iii) Section 103(2) of the CGST Act, 2017 stipulates that the advance ruling shall be binding unless the law, facts or circumstances 
supporting the original advance ruling have changed. Therefore, once Ranjan has sought the advance ruling with respect to an eligible 
matter/question, it will be binding till the time the law, facts and circumstances supporting the original advance ruling remain same. 
 
(iv) No, the tax advisor‘s view is not correct. As per section 100 of the CGST Act, 2017, if the applicant is aggrieved with the finding of 
theAAR, he can file an appeal with Appellate Authority for Advance Ruling (AAAR). Similarly, if the concerned/ jurisdictional officer of 
CGST/SGST does not agree with the findings of AAR, he can also file an appeal with AAAR. 
 
Such appeal must be filed within 30 days from the date on which the ruling sought to be appealed against is communicated. The Appellate 
Authority may allow additional 30 days for filing the appeal, if it is satisfied that there was a sufficient cause for delay in presenting the appeal. 
 
(v) Section 103 of the CGST Act provides that an advance ruling pronounced by AAR is binding only on the applicant who had sought it and 
on the concerned officer or the jurisdictional officer in respect of the applicant. This implies that an advance ruling is not applicable to similarly 
place other taxable persons in the State. It is only limited to the person who has applied for an advance ruling. 
 
Thus, Sambhav will not be able to apply the classification of the goods that will be decided in the advance ruling order to be obtained by 
Ranjan, to the goods supplied by him in Delhi. 
 
Q8. Briefly explain the procedure to be followed by the Authority for Advance Ruling on receipt of the application for Advance 
Ruling under section 98 of CGST Act, 2017.   (Question for Practice)/ Nov 18) 
 
 
Answer: 
The procedure to be followed by the Authority for Advance Ruling (AAR) on receipt of the application for advance ruling under section 98 of 
the CGST Act, 2017 is as under 
 
1. Upon receipt of an application, the AAR shall send a copy of application to the officer in whose jurisdiction the applicant falls and call for all 
relevant records. 

 
 2. The AAR may then examine the application along with the records and may also hear the applicant.         Thereafter he will pass an order 
either admitting or rejecting the application. 
 
3. Application for advance ruling will not be admitted in cases where the question raised in the application is already pending or decided in 
any proceedings in the case of an applicant under any of the provisions of this Act. 
 
4. If the application is rejected, it should be by way of a speaking order giving the reasons for rejection and only after giving an opportunity of 
being heard to the applicant. 
 
5. If the application is admitted, the AAR shall pronounce its ruling on the question specified in the application. Before giving its ruling, it shall 
examine the application and any further material furnished bythe applicant or by the concerned departmental officer. 
 
6. Before giving the ruling, AAR must hear the applicant or his authorized representative as well as the jurisdictional officers of CGST/ SGST. 
7. If there is a difference of opinion between the two members of AAR, they shall refer the point or points on which they differ to the Appellate 
Authority for hearing the issue 
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8. The Authority shall pronounce its advance ruling in writing within 90 days from the date of receipt of application. 
 
9. A copy of the advance ruling duly signed by members and certified in prescribed manner shall be sent to the applicant, the concerned 
officer and the jurisdictional officer. 
 
 
 

 

Q9. State whether following statements are true or false w.r.t. provisions relating to Advance Ruling. 

(i) Questions on which the advance ruling can be sought  under this Act, include rate of  tax applicable to a particular supply and place 

of supply. 

(ii) Rectification of advance ruling is not possible once the  Authority for Advance  Ruling has passed the orders. 

(iii) The Authority for Advance Ruling shall pronounce its ruling within  90 days from  the date of receipt of application. 

(iv) Authority for Advance Ruling may accept application  even  if the  question  raised  in the application is already pending or decided 

in any proceedings under any of the provisions of the CGST Act, 2017 qua the applicant. 

(v) Authority for Advance Ruling may, by order, declare  such  advance  ruling  void  ab- initio if it find out that such ruling  is obtained  by 

suppression  of material  facts, fraud or misrepresentation of facts. 

Choose from following options:       (RTP Nov 19) 

(a) False, False, True, False, True 

(b) False,  True, True, False, True 

(c) True, True, False,  False, True 

(d) False, False, False, False, True 

Answer:- (a) False, False, True, False, True 

 
 
Q13. Can an advance ruling given be nullified?  [ICAI Study Mat.] or 
Write a short note on advance ruling to be void in certain cases or  
Section 104 states the circumstances under which the ruling would be considered as void and hence would lose its binding value.  

Answer: 
Section 104 states the circumstances under which the ruling would be considered as void and hence would lose its binding value.  

(i) If the Authorities (AAR and Appellate Authority) find that the advance ruling pronounced has been obtained by the 

applicant/appellant by fraud or suppression of material facts or misrepresentation of facts, it may, by order, declare such ruling to be 

void ab-initio.  

(ii) Consequently, all the provisions of the CGST Act shall apply to the applicant as if such advance ruling had never been made (but 

excluding the period when advance ruling was given and up to the period when the order declaring it to be void is issued).  

(iii) An order declaring advance ruling to be void can be passed only after hearing the applicant/ appellant.  

(iv) A copy of the order so made shall be sent to the applicant, the concerned officers and the jurisdictional officer. 

 

Q14. Briefly explain whether an appeal could be filed before the Appellate Authority against order of Authority for Advance Ruling 
(AAR), with reference to sections 100 and 101 of the CGST Act, 2017.  (Question for Practice)/ May 19) 
 
Answer: 
Yes, the concerned officer, jurisdictional officer or applicant aggrieved by Any advance ruling may appeal to the Appellate 
Authority for Advance Ruling (AAAR) within 30 days [extendible by another 30 days] from the date on which such ruling is 
communicated to him in the prescribed form and 
manner. 
 
The AAAR must pass an order confirming or modifying the ruling appealed against within a period of 90 days of the filing of an appeal, after 
hearing the parties to the appeal. 
 
If members of AAAR differ on any point referred to in appeal, it shall be deemed that no advance ruling can be issued in respect of the 
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question under appeal. A copy of the advance ruling pronounced by the AAAR is sent to applicant, concerned officer, and jurisdictional officer 
and to the Authority. 
 
 
Q15. Can the Ruling issued by the AAR or order passed by the AAAR be rectified?  

Answer 
In case there is any error apparent on the face of the records, the AAR or AAAR as the case may be, can amend the original order passed by 

it, if such error is noticed by the AAAR or AAAR on its own record or is brought to its notice by the concerned officer, the jurisdictional officer, 

the applicant or the appellant, within a period of 6 months from the date of said order.  

However, no rectification which has the effect of enhancing the tax liability or reducing the amount of admissible input tax credit shall be made 

unless the applicant or the appellant has been given an opportunity of being heard.  

 
 

Q16. What are the powers of Advance Ruling Authority and the Appellate Authority for Advance Ruling? [Additional Que] 
Answer 
The Advance Ruling Authority and the Appellate Authority for Advance Ruling shall have all the powers of the Civil Court regarding; 

a) discovery and inspection; 
b) enforcing the attendance of any person and examining him on oath; 
c) Issuing commissions and compelling production of books of accounts and other. 

Further, the Authority or the Appellate Authority shall be deemed to be a civil court for the purposes of section 195, but not for the 
purposes of Chapter XXVI of the Code of Criminal Procedure, 1973, and every proceeding before the Authority or the Appellate Authority 
shall be deemed to be a judicial proceedings within the meaning of sections 193 and 228, and for the purpose of section 196 of the 
Indian Penal Code. Further, if the Advance Ruling Authority and the Appellate Authority for Advance Ruling Finds that advance ruling has 
been obtained by the applicant or appellant by fraud or suppression of material facts or misrepresentation of facts, it can declare such 
ruling or Order to be Void ab-initio. 
 

Q 17. Whether Appeal can be filed before the High Court or the Supreme Court against the ruling of AAAR?  

Answer 
The CGST /SGST Act do not provide for any appeal against the ruling of AAAR. Thus, no further appeals lie and the ruling shall be binding on 

the applicant as well as the jurisdictional officer in respect of applicant. However, Writ Jurisdiction may lie before the Hon‘ble High Court or 

Special Leave petition before the Hon‘ble Supreme Court. 
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CHAPTER 22 –  
APPEALS AND REVISION 

 

orders against which no appeals can be filed: Sec 121 
 
Q4. With reference to the provisions of section 121 of the CGST Act, 2017, specify the orders against which no appeals can be filed.
 (Question for Practice)/ 
 
Answer: 
As per section 121 of the CGST Act, 2017, no appeal shall lie against any decision taken or order passed by a CGST officer if such 
decision taken or order passed relates to any one or more of the following matters, namely:— 
(a) an order of the Commissioner or other authority empowered to direct transfer of proceedings from one officer to another officer; 
or 
(b) an order pertaining to the seizure or retention of books of account, register and other documents; or 
(c) an order sanctioning prosecution under the CGST Act, 2017; or 
(d) an order passed under section 80 of the CGST Act, 2017 (payment of tax in instalments).   
 
 

Appeal to Appellate authority & Pre-deposit  
 
Q5. Does CGST law provide for any appeal to a person aggrieved by any order or decision passed against him by an adjudicating authority 
under the CGST Act? Explain the related provisions under the CGST Act.  [ICAI Study Mat.] 
Answer: 
Yes. Any person aggrieved by any order or decision passed by an adjudicating authority under the CGST Act has the right to appeal to the 
Appellate Authority under section 107. The appeal should be filed within 3 months from the date of communication of such order or decision.  

However, the Appellate Authority has the power to condone the delay of up to 1 month in filing the appeal if there is sufficient cause for the 
delay. The appeal can be filed only when the admitted liability and 10% of the disputed tax amount is paid as pre-deposit by the appellant. 
However, no appeal can be filed against the following orders in terms of section 121:-  

(a) an order of the Commissioner or other authority empowered to direct transfer of proceedings from one officer to another officer;  

(b) an order pertaining to the seizure or retention of books of account, register and other documents; or  

(c) an order sanctioning prosecution under the Act; or  

(d) an order passed under section 80 (payment of tax in installments). 

  

Q7. Describe the provisions relating to Departmental appeal to Appellate Authority under section 107 of the CGST Act.  [ICAI Study Mat.] 
Q:- Under what circumstances Commissioner could direct the Officer to prefer an appeal against the order of the adjudicating 
authority? [Additional Que] 
Answer: 
Section 107(2) provides that Department can file a ―review application/appeal‖ with the Appellate Authority.  

The Commissioner may, on his own motion, or upon request from the SGST/UTGST Commissioner, examine the record of any proceedings 
in which an adjudicating authority has passed any decision/order to satisfy himself as to the legality or propriety of the said decision /order. 
The Commissioner may, by order, direct any officer subordinate to him to apply to the Appellate Authority within 6 months from the date of 
communication of the said decision/order for the determination of such points arising out of the said decision/order as may be specified him.  

The AA can condone the delay in filing of appeal by 1 month if it is satisfied that there was sufficient cause for such delay [Section 107(4)].  

Such application shall be dealt with by the AA as if it were an appeal made against the decision/order of the adjudicating authority [Section 
107(3)]. There is no requirement of making a pre-deposit in case of departmental appeal.  
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Q10. In an order dated 20.08.20XX issued to GH (P) Ltd., the Joint Commissioner of CGST has confirmed a CGST demand of ` 280 
crore. The company is disputing the entire demand of CGST and wants to know how much pre-deposit it has to make under the 
CGST Act, 2017 for filing an appeal before the Appellate Authority against the order of the Joint Commissioner. 
 
Assuming that the Appellate Authority also confirms the order of the Joint Commissioner and the company wants to file an appeal 
before the Appellate Tribunal against the order of the Appellate Authority, how much pre-deposit it has to make under the CGST 
Act, 2017 for filing the said appeal?   (Question for Practice)/ (RTP Nov 19) 
 
Answer: 
Section 107(6) of the CGST Act, 2017 provides that no appeal shall be filed with the Appellate Authority unless the applicant has paid in full, 
such part of the amount of tax, interest, fine, fee and penalty arising from the impugned order, as is admitted by him and a sum equal to 10% 
of the remaining amount of tax in dispute arising from the said order subject to a maximum of ` 25 crore. Thus, the amount of pre-deposit for 
filing an appeal with Appellate Authority cannot exceed ` 25 crore. In the given case, the amount of pre-deposit for filing an appeal with the 
Appellate Authority against the order of Joint Commissioner, where entire amount of tax is in dispute, is: 
 
(i) ` 28 crore [10% of the amount of tax in dispute, viz. ` 280 crore] 
or 
(ii) ` 25 crore, 
whichever is less. 
= ` 25 crore. 
 
Further, section 112(8) of the CGST Act, 2017 provides that no appeal shall be filed with the Appellate Tribunal unless the applicant has paid 
in full, such part of the amount of tax, interest, fine, fee and penalty arising from the impugned order, as is admitted by him and a sum equal to 
20% of the remaining amount of tax in dispute, in addition to the amount paid as redeposit while filing appeal to the Appellate Authority, 
arising from the said order subject to a maximum of ` 50 crores. 
 
Thus, in the given case, the amount of pre-deposit for filing an appeal with the Appellate Tribunal against the order of the Appellate Authority, 
where entire amount of tax is in dispute, is: 
 
(i) ` 56 crores [20% of the amount of tax in dispute, viz.280 crores] 
or 
(ii) ` 50 crores, 
Whichever is less 
= ` 50 crores. 
 
 

(CA Final RTP May 21) 

16. Briefly examine whether the appeal/review application filed in the following independent cases is within the time 

limit prescribed under the GST law:-  

(i) The adjudicating authority issued the adjudication order on 23
rd

 April and the same is communicated to the 

taxpayer - Mr. X - on 28
th
 April.  Mr. X, aggrieved by the order of the adjudicating authority filed an appeal 

to the Appellate Authority on 26
th
 July.  

(ii) The adjudicating authority passed the order on 3
rd

 March (communicated same day to the Commissioner).  

The Commissioner directs his subordinate officer to file a review application with the Appellate Authority.  

The subordinate officer filed the review application on 23
rd

 September.  

Answer:-  

(i)     A person aggrieved by any decision/order of an adjudicating authority can file an appeal to the Appellate 

Authority within 3 months from the date of communication of such decision/order.   The Appellate Authority can 
condone the delay in filing of appeal by 1 month if it is satisfied that there was a sufficient cause for such 

delay [Section 107 of the CGST Act, 2017]. 

In view of the aforesaid provisions, in the given case, the relevant date for computing the period of 3 months (for filing the appeal to 

Appellate Authority) is 28th April (date of communication of order) and not 23rd April.   Accordingly, an appeal can be filed by Mr. X to 

Appellate Authority within 3 months from the date of communication of order (28th April), i.e. 28th July. 
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Thus, Mr. X has filed the appeal within the time limit prescribed under the GST law. 
(ii) The Commissioner may, by order, direct any officer subordinate to him to apply to the Appellate Authority within 6 months from the 

date of communication of the decision/ order for the determination of such points arising out of the said decision/ order as may be 

specified by him. 

The Appellate Authority can condone the delay in filing of appeal by 1 month if it is satisfied that there was sufficient cause for such delay 

[Section 107 of the CGST Act, 2017]. 

In the present case, the Commissioner directs his subordinate officer to file a review application with the Appellate Authority. The 

subordinate officer should have filed the said application till 3rd September (i.e. within 6 months from the date of communication of order). 

However, the subordinate officer filed the application on 23rd September, i.e. after the expiry of period of 6 months from the date of 

communication of order. Thus, in the given case, appeal has not been filed within the time limit prescribed under the GST law. 

However, Appellate Authority can condone delay in filing of appeal upto 3rd October (up to 1 month) if it is satisfied that there was 

sufficient cause for such delay. 

 
 
 

Revision by Revisional Authority: Sec 108 
 

(CA Final Nov 20):  Question 6(a) 

Question 6  
(a) Mr. Mahendran is aggrieved by the order of the Revisional Authority (RA) and wants to make an appeal to the First Appellate Authority.  

While commenting on the decision of Mr. Mahendran, you are also required to state the powers of the Revisional Authority to revise the orders 
passed by the subordinate officers under section 108 of the CGST Act, 2017.  
What is the time period for the Revisional Authority to exercise the power of revision?     (5 Marks)  

  

 
Answer   
The decision of Mr. Mahendran of making an appeal to the First Appellate Authority against the order of the RA is not valid in law.  Any person 

aggrieved by an order passed against him by RA under CGST Act may appeal to the Appellate Tribunal, the second level of appeal    
The powers of the RA to revise the orders passed by the subordinate officers under  section 108 of the CGST Act, 2017 are as under: -  

(i) The RA may, on his own motion, or upon information received by him or on request from the SGST/ UTGST Commissioner, call for and 
examine the record of any proceedings.    

(ii) On examination of the case records, if RA is of the view that the decision/order passed by any officer subordinate to him is erroneous 
and illegal/improper or has not taken into account material facts, he may stay the operation of such order for such period as he deems fit.  

(iii) The RA, after giving the person concerned an opportunity of being heard and after making necessary further inquiry, pass such order, as 
he thinks just and proper, including enhancing or modifying or annulling the said order.  

The RA can revise an order after the expiry of a period of 6 months from the date of communication of the said order but not later than expiry 
of a period of 3 years from the passing of the said decision/order.    
In case of an order subject to an appeal before Appellate Authority (AA)/Tribunal/High Court/ Supreme Court, the RA can pass an order on any 
point which has not been raised and decided in the appeal, before the expiry of a period of 1 year from the date of the order in such appeal or 
before the expiry of a period of 3 years from the date of initial order, whichever is later.  

 
Q21. The original adjudicating authority confirmed a demand of GST of Rs. 42,50,000 with interest and imposed a penalty of Rs.4,25,000 in its order 

dated 1st September, 2017. The assessee filed an appeal before appellate authority challenging the demand as well as penalty. The internal audit 

party, after an audit of the records of the assessee, submitted a note to the Commissioner that actual amount demanded should have been 

Rs.48,50,000. While the issue was pending before the appellate authority, based on the note, the Commissioner stayed the order of the original 

authority and issued a show cause notice on 15th March, 2018, proposing revision of the order of the original authority and revise the demand on the 

basis of the audit note. Examine the correctness of the action taken by the Commissioner in accordance with the provisions of GST law. (Nov 18) 

Answer: 

 As per section 108 of the CGST Act, 2017, Revisional Authority cannot revise an order if, inter alia, such order has been subject to an appeal before 

Appellate Authority or Tribunal or High Court or Supreme Court. 

The Revisional Authority may, however, pass an order on any point which has not been raised and decided in an appeal before Appellate 

Authority/Tribunal/High Court/Supreme Court. 

In the given case, the Commissioner wants to revise the order on the point which is the subject matter in the appeal.] It has been assumed that 

corrigendum has been issued in respect of show cause notice.) 
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Therefore, the Commissioner cannot exercise the power of revision in respect of such order. 

NOTE - It has been logically assumed that the revision is on the point which is the subject matter in appeal in the absence of the specific mention of 

the issue involved. 

 

Q23. With reference to section 108 of the CGST Act, 2017, elaborate whether a CGST/SGST authority can revise an order passed by 
his subordinates.   (Question for Practice)/ 
Answer: 
Section 2(99) of the CGST Act, 2017 defines ―Revisional Authority‖ as an authority appointed or authorised under the CGST Act for revision 
of decision or orders as referred to insection 108 of the CGST Act, 2017. Section 108 of the CGST Act, 2017 authorizes such ―Revisional 
Authority‖ to call for and examine any order passed by his subordinates and in case he considers the order of the lower authority to be 
erroneous in so far as it is prejudicial to revenue and is illegal or improper or has not taken into account certain material facts, whether 
available at the time of issuance of the said order or not or in consequence of an observation by the Comptroller and Auditor General of India, 
he may, if necessary, can revise the order after giving opportunity of being heard to the noticee. The 
―revisional authority‖ can also stay the operation of any order passed by his subordinates pending such revision. The ―revisional authority‖ 
shall not revise any order if- 
 

(a) the order has been subject to an appeal under section 107 or under section 112 or under section 117 or under section 118; or 
 

(b) the period specified under section 107(2) has not yet expired or more than three years have expired after the passing of the decision 
or order sought to be revised. 

 
(c) the order has already been taken up for revision under this section at any earlier stage. 
(d) the order is a revisional order. 

 

APPEAL TO APPELLATE TRIBUNAL [SECTIONS 112 & 113]  
 
Q42. The Appellate Tribunal has the discretion to refuse to admit any appeal. Examine the correctness of the above statement. [ICAI Study 
Mat.] 
Answer: 
The statement is partially correct. Though the Appellate Tribunal does have the power to refuse to admit an appeal, it cannot refuse to admit 
ANY appeal. It can refuse to admit an appeal where –  
o the tax or input tax credit involved or  
o the difference in tax or the difference in input tax credit involved or  
o the amount of fine, fees or penalty determined by such order,  
does not exceed ` 50,000. 
 
Q48. XY Company received an adjudication order passed by the Assistant Commissioner of Central Tax on 01-11-20XX under 
section 73 of the CGST Act, 2017 wherein it was decided as follows: 
Particulars CGST and SGST due (Total) ` 6,00,000 

Interest  @ 18% p.a. for number of delayed days 

Penalty  `60,000 

The assessee filed an appeal before the Appellate Authority on 26-11-20XX. 
 
Case I 
How much the company has to pay as pre-deposit of duty under section 107(6) of the CGST Act, 2017? 
 
Case II 
Whether your answer would be different if the assesse appeals only against part of the demanded amount say ` 4, 00,000 and 
admits the balance liability of tax amounting to ` 2, 00,000 arising from the said order. (Question for Practice)/ May 18) 
 
Answer: 
Section 107(6) of the CGST Act, 2017 provides that no appeal shall be filed before Appellate Authority, unless the appellant pays:- 
 

(a) in full, tax, interest, fine, fee and penalty arising from impugned order, as is admitted by him; and 
 
      (b)   10% of remaining tax in dispute arising from the impugned order subject to a maximum of 25 crore rupees, in relation to 
which the appeal has been filed. 
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Thus, in Case-I, XY Company has to make a pre-deposit of 10% of ` 6, 00,000, which is ` 60,000 assuming that XY Company disagrees with 
the entire tax demanded. 
 
However, in Case-II, since XY Company admits the tax liability of ` 2,00,000 and disputes the tax demanded of only `4,00,000, it has to 
make a redeposit of: 
 

(i) `2,00,000 +`20,000 [proportionate penalty on tax admitted] + interest @ 18% p.a. payable on the tax admitted for the period of 
delay, and 

     (ii)        10% of `4,00,000 which is `40,000. 
 
Q49. Rule 112 of the CGST Rules lays down that the appellant shall not be allowed to produce before the Appellate authority (AA) or 
the Tribunal any evidence, whether oral or documentary, other than the evidence produced by him during the course of the 
proceedings before the adjudicating authority or, as the case may be, the AA. 
 
What are the exceptional circumstances specified in the rule where the production of additional evidence will be allowed? Can AA 
or the Tribunal direct production of any document or examination of any witness? (Question for Practice)/ Nov 18) 
 
Answer: 
Exceptional circumstances specified in rule 112 of the CGST Rules, 2017 where the production of additional evidence will be 
allowed are as follows: 
 
(a) Where the adjudicating authority/ appellate authority (AA) has refused to admit evidence which ought to have been admitted. 
(b) Where the appellant was prevented by sufficient cause from producing the evidence which he was called upon to produce by 
the adjudicating authority/ AA. 
(c) Where the appellant was prevented by sufficient cause from producing before the adjudicating authority/ AA any evidence which 
is relevant to any ground of appeal; or 
 (d) where adjudicating authority/ AA has made the order appealed against without giving sufficient opportunity to the appellant to 
adduce evidence relevant to any ground of appeal. 
 
Yes, the AA or the Tribunal can direct the production of any document or examination of any witness to enable it to dispose of the 
appeal 
 
 

(CA Final Jan 21): Question 4(b) 
Anirudh Ltd. is registered in Telangana and paid IGST on a transaction considering the same to be inter-State supply on the basis that the customer 
is situated in Delhi.  

However, GST authorities have raised a dispute and have issued a show cause notice that since the services are rendered within Telangana, it 
is an intra-State supply leviable to CGST and SGST.  
Anirudh Ltd. has lost the case before the proper officer and also in first appeal before the Departmental Appellate Authority.  
Advise Anirudh Ltd. regarding the following:  

(i) Can Anirudh Ltd. file an appeal against the order of the first Appellate Authority? If yes, before which forum can Anirudh Ltd. file the said 
appeal?  

(ii) Once a valid appeal is filed by Anirudh Ltd. before the appropriate forum, can the authorities insist Anirudh Ltd. to deposit the CGST and 
SGST which the authorities are claiming that Anirudh Ltd. ought to have paid but has not paid.  

(iii) If Anirudh Ltd. loses at the 2nd appellate stage as well, is there any other Statutory forum available for Anirudh Ltd. to file another 
appeal? If yes, before which forum?  

(iv) Assuming Anirudh Ltd. loses at all levels, would there be any interest liability on Anirudh Ltd. ?  (4 Marks)  

 
Answer   

(b) (i) Yes, Anirudh Ltd. can file an appeal against the order of the first Appellate Authority to the Appellate Tribunal.  National Bench/ Regional 
Benches of the Tribunal will have jurisdiction to hear the appeal as place of supply is one of the issues in dispute.  

(ii) No, Authority can‘t insist, because once a valid appeal is filed i.e., on payment of requisite pre-deposit, the recovery proceedings for the 
balance amount of the demand in dispute gets stayed till the disposal of appeal.    

(iii) Yes, Anirudh Ltd. can file another appeal against the decision of the National Bench/Regional Bench of the Tribunal, directly before the 
Supreme Court.  

(iv) No, there will be no interest liability on Anirudh Ltd. if it loses at all levels. A registered person who has paid IGST on a transaction 
considered by him to be an inter-State supply, but which is subsequently held to be an intra-State supply, is not required to  

pay any interest on the amount of CGST and SGST payable because there is no shortfall of overall tax amount.    
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APPEAL TO THE HIGH COURT [SECTION 117]  
 
 
Q53. Mr. A had filed an appeal before the Appellate Tribunal against an order of the Appellate Authority where the issue involved 
relates to place of supply. The order of Appellate Tribunal is also in favour of the Department. Mr. A now wants to file an appeal 
against the decision of the Appellate Authority as he feels the stand taken by him is correct. 
 
You are required to advise him suitably with regard to filing of an before the appellate forum higher than the Appellate Tribunal. 
  (Question for Practice)/ RTP May 18) ( Mock Test April 18) 
 
Answer: 
As per section 117(1) of the CGST Act, 2017, 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 Act, only the National Bench or Regional Benches of the Tribunal can decide appeals where one of the 
issues involved relates to the place of supply. 
AND REVISION 
Since the issue involved in Mr. A‘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, Mr. A will have to file an appeal with the Supreme Court and not with the High Court. 
 

APPEAL TO THE SUPREME COURT [SECTIONS 118 - 119]  
 
Q 56. What are the orders against which appeal could be preferred before the Supreme Court?  

Answer 
The law provides for appeals to the Supreme Court from any judgment or order passed by the High Court, in any case which, on its own 

motion or on an applicat ion made by or on behalf of the party aggrieved, immediately after passing of the judgment or order, the High Court 

certifies to be a fit one, for appeal to the Supreme Court.  

A (direct) appeal shall also lie to the Supreme Court from any orders passed by the National/Regional Bench of the Tribunal.  

The provision of the Code of Civil Procedure relating to appeals to the Supreme Court shall apply to appeals before the Supreme Court under 

this section. Pre– deposit of all tax dues will be required unless stay is obtained from the Supreme Court pending the disposal of the appeal.  

The Supreme Court can vary, confirm or reverse the judgement of the High Court or the Tribunal as the case may be and may award costs. It 

can also remand the matter for fresh consideration. 

Q 57. Whether amounts confirmed in terms of the order of the Tribunal / the High Court to be remitted even though appeal is 

preferred before the High Court or the Supreme Court?  

Answer 
SUMS DUE TO BE PAID NOTWITHSTANDING APPEAL ETC. [SECTION 119]  

Sums due to the Government as a result of an order passed by the Appellate Tribunal or the High Court, notwithstanding that an appeal has 

been preferred to the High Court or the Supreme Court, shall be payable in accordance with the order so passed. 

 Q58. With reference to the provisions of section 120 of the CGST Act, 2017, list the cases in which appeal is not to be filed.

 (Question for Practice)/ Mock Test Mar 18/Aug 18) 

Answer: 

 (1) The Board may, on the recommendations of the GST Council, issue orders or instructions or directions fixing monetary limits for 
regulating filing of appeal or application by the CGST officer. 
AND REVISION 
(2) Non-filing of appeal/application by a CGST officer on account of such monetary limits fixed by the Board shall not preclude such officer 
from filing appeal or application in any other case involving the same or similar issues or questions of law. 
 
(3) No person, who is a party in application or appeal can contend that the CGST Officer has acquiesced in the decision on the disputed issue 
by not filing an appeal or application (on account of monetary limits). 
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(4) The Appellate Tribunal or Court hearing such appeal or application shall have regard to circumstances for non-filing of appeal or 
application by the CGST officer on account of monetary limits fixed by the Board. 
 
 
 Q59. With reference to the provisions of section 121 of the CGST Act, 2017, specify the orders against which no appeals can be 
filed. or  
Enumerate any four orders against which appeal cannot be filed under the CGST Act 2017. (Question for Practice)/ RTP May 
19) (May 19) 
Answer: 
As per section 121 of the CGST Act, 2017, no appeal shall lie against any decision taken or order passed by a CGST officer if such decision 
taken or order passed relates to any one or more of the following matters, namely: 
 
(i) an order of the Commissioner or other authority empowered to direct transfer of proceedings from one officer to another officer; or 
(ii) an order pertaining to the seizure or retention of books of account, register and other documents; or 
(iii) an order sanctioning prosecution under CGST Act; or 
(iv) an order passed under section 80 of the CGST Act (payment of tax in instalments). 
 
MCQ 
 
Q60. An appeal to the High Court can be filed under  the  CGST  Act,  2017  in  the  following cases: 

a. By a person aggrieved against the  order  passed  by the  State  bench or  Area bench of the Appellate Tribunal. 
b. By a person aggrieved against the order passed by the National bench or Regional bench of the Appellate Tribunal. 
c. For matter involving substantial question of law. 
d. All of the above. 

Choose the correct option from the following: 

(a) (i) and (ii) 

(b) (i) and (iii) 

(c) (ii) and (iii) 

(d) (iv)        [RTP Nov 19] 
Answer:-  (b)  (i) and (iii) 
 
 

Question on Amendment 
 
Q61. Who is authorised as Revisional Authority 
Answer  
In pursuance of the provisions of section 5 read with clause (99) of section 2 of the Central Goods and Services Tax Act, 2017 (hereinafter 
referred to as the said Act), the Central Board of Indirect Taxes and Customs hereby authorises – 

Decisions or orders passed by Revisional Authority under section 108 

Additional or Joint Commissioner of CGST Principal Commissioner or Commissioner of CGST 

Deputy Commissioner or Assistant Commissioner or Superintendent of CGST Additional or Joint Commissioner of CGST 

 

Q62. The appellate tribunal has not been constituted. Therefore the appeal cannot be filed within 3 months. What is the facility 
available to appellant? 
Answer  
In order to remove difficulty arising in giving effect to the above provision of the Act, the Government, on the recommendations of the Council, 
has issued the Central Goods and Services Tax (Ninth Removal of Difficulties) Order, 2019 dated 03.12.2019. It has been provided through 
the said Order that the appeal to tribunal can be made within 3 months (6 months in case of appeals by the Government) from the date 
of communication of order or date on which the President or the State President, as the case may be, of the Appellate Tribunal enters 
office, whichever is later.  

Hence, as of now, the prescribed time limit to make application to appellate tribunal will be counted from the date on which President 
or the State President enters office. The appellate authority while passing order may mention in the preamble that appeal may be 
made to the appellate tribunal whenever it is constituted within 3 months from the President or the State President enters office. 
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CHAPTER 23 –  

MISCELLANEOUS 
 

Presumption as to documents in certain cases (Section 144) 
 
Q1. What does the provisions relating to presumption of documents meant for? [Additional Que] 
Ans. The provisions relating to presumption as to documents specifies that the production of the documents by the prosecution against an 
assessee would be presumed to be true in so far as the contents of such documents are concerned. Accordingly, if any of the following 
documents are tendered as evidence by prosecution, then the Court shall presume that contents of such document are truthful and is signed 
or handwritten by the particular person or is executed or attested by the person who is supposed to execute so: 

1. Documents produced by any person under the Act; 
2. Documents seized from the custody or control of any person under the Act; and 
3. Documents received from outside India during the course of proceedings. 

However, the onus of proving the contrary is on the assessee i.e. the assessee has to prove that the documents provided by prosecution are 
not proper evidence. 
 

Admissibility of micro films, facsimile copies of documents and computer print-outs as documents and as evidence 
(Section 145) 
 
Q2. What are the documents and evidence deemed to be documents and evidence for the purpose of proceedings? [Additional 
Que] 
Ans. In terms of Section 145, the following shall be deemed to be documents and evidences for the purpose of any proceedings: 

1. a micro film of a document or the reproduction of the image or images embodied in such micro film (whether enlarged or not); or 
2. a facsimile copy of a document; or 
3. a statement contained in a document and included in a printed material produced by a computer, subject to such conditions as may 

be prescribed; or 
4. any information stored electronically in any device or media, including any hard copies made of such information,  

 

Deemed Exports (Section 147) 
  
Q7. What are the conditions for a supply to be treated as deemed exports? [Additional Que] 
Ans. Following are the conditions to be satisfied before a supply could be treated as deemed exports: 
1. The Supply must be a supply of goods. 
2. The goods so supplied must be notified by the Central Government, upon the recommendations of the GST Council 
3. The goods must be manufactured in India 
4. The payment for such supplies is received either in Indian rupees or in convertible foreign exchange. 
 

 Goods and Service Tax Compliance Rating (Section 149) 
 
Q8. What is GST compliance rating? [Additional Que] 
Ans. Every registered person would be assigned a goods and services tax compliance rating score by the Central Government based on his 
record of compliance of the provisions of GST Act. 
 
 
Q9. How shall the GST compliance rating score be determined? [ICAI Study Mat.] 
Answer: 
As per section 149(2), the GST compliance rating score shall be determined on a scale of ten on the basis of prescribed parameters.  

Obligation to furnish information return (Section 150) 
 
Q10. Who are the person liable to file information return? [Additional Que] 
Ans. Information return is to be filed by the following persons: 

a) a taxable person; or 
b) a local authority or other public body or association; or 
c) any authority of the State Government responsible for the collection of value added tax or sales tax or State excise duty or an 
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authority of the Central Government responsible for the collection of excise duty or customs duty; or 
d) an income tax authority appointed under the provisions of the Income-tax Act, 1961; or 
e) a banking company within the meaning of clause (a) of section 45A of the Reserve Bank of India Act, 1934; or 
f) a State Electricity Board or an electricity distribution or transmission licensee under the Electricity Act, 2003, or any other entity 

entrusted with such functions by the Central Government or the State Government; or 
g) the Registrar or Sub-Registrar appointed under section 6 of the Registration Act, 1908; or 
h) a Registrar within the meaning of the Companies Act, 2013; or 
i) the registering authority empowered to register motor vehicles under the Motor Vehicles Act, 1988; or 
j) the Collector referred to in clause (c) of section 3 of the Right to Fair Compensation and Transparency in Land Acquisition, 

Rehabilitation and Resettlement Act, 2013; or 
k) the recognised stock exchange referred to in clause (f) of section 2 of the Securities Contracts (Regulation) Act, 1956; or 
l) a depository referred to in clause (e) of sub-section (1) of section 2 of the Depositories Act, 1996; or 
m) an officer of the Reserve Bank of India as constituted under section 3 of the Reserve Bank of India Act, 1934; or 
n) the Goods and Services Tax Network, a company registered under the Companies Act, 2013; or 
o) a person to whom a Unique Identity Number has been granted under sub-section (9) of section 25; or 
p) any other person as may be specified, on the recommendations of the Council, by the Government, 

 
Q11. What is the consequence, if the information returns is not filed in the form and manner prescribed by the Central Government? 
[Additional Que] 
Ans. The consequence is that the Commissioner or Officer authorised by commissioner would consider the information return submitted 
‗defective‘ and intimate the defect to the person who has furnished such information return and give him an opportunity to ‗rectify‘ the defect 
within a period of 30 days from the date of such intimation or within such further period which, on an application made in this behalf. 
 
Q12. What if the defect is not rectified within the prescribed period/ further period? [Additional Que] 
Ans. The Commissioner or Officer authorised by commissioner, notwithstanding anything contained in any other provisions of CGST Act, 
would treat that ‗no information‘ has been furnished by the required person. The provisions of the Act for non-furnishing the information would 
apply to such person. 
 
 Q13. Can the GST officer levy penalty on a person, who has not furnished information return? If so, is there any maximum limit for 
such penalty? [Additional Que] 
Ans. As per Section 123, if a person who is required to furnish an information return u/s 150 fails to do so within the period specified in the 
show cause notice, the proper officer may direct that such person shall be liable to pay a penalty of 100 rupees for each day of the period 
during which the failure to furnish such return continues. 
However the maximum penalty that can be imposed is ` 5,000/-. 
 
Q18. When shall the particulars relating to any proceedings or prosecution be published under GST laws?  [ICAI Study Mat.] (Mock Test 
April 19) 
Answer: 
When the Commissioner/authorised officer is of opinion that it is necessary or expedient in the public interest to publish the name of any 
person and any other particulars relating to any proceedings or prosecution under the CGST Act in respect of such person, it may cause to be 
published such name and particulars [Section 159(1)] 

No publication under this section shall be made in relation to any penalty imposed under the CGST Act until the time for presenting an appeal 
to the Appellate Authority under section 107 has expired without an appeal having been presented or the appeal, if presented, has been 
disposed of [Section 159(2)]. 

 

Q19. Explain the provisions relating to rectification of errors apparent on the face of record under section 161 of the CGST Act, 2017? [ICAI 
Study Mat.] (Mock Test Mar 19) ( May 19) 
Answer: 
Section 161 lays down that any authority, who has passed or issued any decision or order or notice or certificate or any other document, may 
rectify any error which is apparent on the face of record in such decision or order or notice or certificate or any other document, either on its 
own motion or where such error is brought to its notice by any GST officer or by the affected person within a period of 3 months from the date 
of issue of such decision or order or notice or certificate or any other document, as the case may be.  
However, no such rectification shall be done after a period of 6 months from the date of issue of such decision or order or notice or certificate 
or any other document. Further, the said period of 6 months shall not apply in such cases where the rectification is purely in the nature of 
correction of a clerical or arithmetical error, arising from any accidental slip or omission.  

Principles of natural justice should be followed by the authority carrying out such rectification, if it adversely affects any person. 
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Q20. Explain the provisions relating to rectification of errors apparent on the face of record under section 161 of the CGST Act, 
2017?    (Question for Practice)/ 
Answer: 
Section 161 lays down that any authority, who has passed or issued any decision or order or notice or certificate or any other document, may 
rectify any error which is apparent on the face of record in such decision or order or notice or certificate or any other document, either on its 
own motion or 24 where such error is brought to its notice by any GST officer or by the affected person within a period of 3 months from the 
date of issue of such decision or order or notice or certificate or any other document, as the case may be. 

However, no such rectification shall be done after a period of 6 months from the date of issue of such decision or order or notice or certificate 
or any other document. Further, the said period of 6 months shall not apply in such cases where the rectification is purely in the nature of 
correction of a clerical or arithmetical error, arising from any accidental slip or omission. Principles of natural justice should be followed by the 
authority carrying out such rectification, if it adversely affects any person 

Q23. State the various modes of service of a notice, decision, order, summons, or any other communication under the CGST Act, on the 
taxable person or any other person to whom it is intended. (ICAI Study Mat.) 
Answer :-   
Section 169(1) provides that any decision, order, summons, notice or other communication under the CGST Act and the rules made 
thereunder can be served by any one of the following methods:  

(a) Giving/tendering directly including by a courier to the addressee or authorised representative or to any adult member of family 

residing with the taxable person; or  

(b) By Registered post/speed post/courier with acknowledgement due at the last known place of business or residence; or  

(c) By Email to the e-mail address provided at the time of registration or as amended from time to time;          or  

(d) By making the same available at common portal; or  

(e) Publication in newspaper circulating in the locality in which the addressee is last known to have resided, carried on business or 

personally worked for gain; or  

(f) If none of the above modes is practicable then by Affixing at last known place of business or residence and if such mode is not 

practicable for any reason, then by affixing a copy thereof on the notice board of the office of the concerned officer or authority concerned.  

 
 
Question 10:- ‗The time limits provided under the CGST Act cannot be extended.‘  

Do you agree with the statement? Give your views with reference to section 168A.  (ICAI Study Mat.) 

 Answer:-  

The statement is not correct.    

The Government has power to extend the time limits provided under the CGST Act.  However, such powers are not unbridled powers.  

Section 168A empowers the Government to extend the time limits only when the actions cannot be completed or complied with due to force 

majeure.  Here, force majeure means war, epidemic, flood, drought, fire, cyclone, earthquake or any other calamity caused by nature 

affecting the implementations of provisions of the CGST Act.  This power can also be exercised retrospectively.    

 

Anti-profiteering measure 
 
Q24. What is Anti-profiteering measure? [ICAI Study Mat.] 
Answer: 
As per section 171 of the CGST Act, any reduction in rate of tax on any supply of goods or services or the benefit of input tax credit shall be 
passed on to the recipient by way of commensurate reduction in prices. National Anti-profiteering Authority may examine whether input tax 
credits availed by any registered person or the reduction in the tax rate have actually resulted in a commensurate reduction in the price of the 
goods or services or both supplied by him. 

Q25. Elaborate the duties of Anti-profiteering Authority.   (Question for Practice)/ RTP May 18) (Nov 18) 

Answer: 
The duties of the Anti-profiteering Authority are: 

(i) to determine whether the reduction in tax rate or the benefit of input tax credit has been passed on by the seller to the buyer (hereinafter 
collectively referred to as ‗benefit‘) by reducing the prices. 

(ii) to identify the taxpayer who has not passed on the benefit 
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(iii) to order 

(a) Reduction in prices 
(b) return to the recipient, an amount equivalent to the amount not passed on by way of commensurate reduction in prices along with interest 

at the rate of 18% from the date of collection of the higher amount till the date of the return of such amount or recovery of the amount not 
returned, as the case may be. 
If the eligible person does not claim return of the amount or is not identifiable, the amount must be deposited in the Consumer Welfare 
Fund; 

(c) imposition of penalty 
(d) cancellation of registration 

(iv) to furnish a performance report to the GST Council by the 10th of the month succeeding each quarter [Rule 127 of the CGST Rules, 2017] 

 

Question on Amendment 
 
Q26. Whether penalty can be imposed on person by Anti-profiteering authority 
Answer 

Section 171 contains the provisions of Anti-profiteering measure 

Section 
171(3A) 

Where the Anti-profiteering Authority, after holding examination comes to the conclusion that any registered person has 
profiteered, such person shall be liable to pay penalty equivalent to 10% of the amount so profiteered : 

Proviso Provided that no penalty shall be leviable if the profiteered amount is deposited within 30 days of the date of passing of the 
order by the Authority. 

Explanation. For the purposes of this section, the expression ―profiteered‖ shall mean the amount determined on account of not passing 
the benefit of reduction in rate of tax on supply of goods or services or both or the benefit of input tax credit to the recipient 
by way of commensurate reduction in the price of the goods or services or both.‘. 

 
 


