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Trend Analysis 

Paper 8:  Indirect Tax Laws                                                                                                              Past Papers 

Sr 

No Chapter Name May-18 Nov-18 May-19 Nov-19 Nov-20 Jan-21 Jul-21 Dec-21 Total Average 

1 

GST in India- 

An 

Introduction - - - 5 5 8 - - 18 3 

2 

Supply under 

GST - - - - - - - - - - 

3 Charge of GST 3 8 5 5 - - - - 21 3 

4 

Exemptions 

from GST - - - - - - - 5 - - 

5 

Place of 

Supply 10 - - - - 9 - 4 19 3 

6 Time of Supply - 10 - - - - 5 - 15 2 

7 

Value of 

Supply 22 15 18 13 18 19 14 9 119 17 

8 

Input Tax 

Credit 10 17 10 14 15 4 - - 70 10 

9 Registration 5 5 - 4 4 - 10 4 28 4 

10 

Tax Invoice, 

Debit Notes & 

Credit Notes 5 - - - - - - - 5 1 

11 

Accounts and 

Records, E-

way Bills - - 5 - - 10 4 - 19 3 

12 

Payment of 

Tax - 10 9 - 4 4 8 14 35 5 

13 Returns 5 - - - - - - - 5 1 

14 

Import & 

Export under 

GST - - - - 4 - 4 - 8 1 

15 Refunds 5 - 5 5 5 - 4 9 24 3 

16 Job Work - - - - - - - 4 - - 

17 

Assessment & 

Audit 5 5 - - - - 5 - 15 2 

18 

Inspection, 

Search, 

Seizure & 

Arrest - - - - - - - - - - 

19 

Demands & 

Recovery - - - 5 4 - 5 4 14 2 

20 

Liability to Pay 

Tax in certain 

cases 5 - - - - - - - 5 1 

21 

Offences & 

Penalties 10 5 4 13 - 4 - 5 36 5 

22 

Appeals & 

Revesions 5 5 4 - 5 5 4 - 28 4 

23 

Advance 

Rulings - 5 - - - - - - 5 1 
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24 

Miscellaneous 

Provisions - 5 - - - - - 5 5 1 

25 

Levy & 

Exemption 

from Custom 

Duty 5 - - - - 9 - 5 14 2 

26 Types of Duty - - - 5 10 - - 5 15 2 

27 

Classification 

of Imported & 

Export Goods - - - - - 5 - - 5 1 

28 

Valuation 

under 

Customs Act, 

1962 5 10 10 10 5 10 10 5 60 9 

29 

Importation, 

Exportation 

and 

Transportation 

of Goods 5 - - 5 - - 5 5 15 2 

30 

Duty 

Drawback - 5 - 5 5 - 10 5 25 4 

31 Refund - - - - - 5 - - 5 1 

32 

Foreign Trade 

Policy 5 5 10 - 5 - - - 25 4 
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Trend Analysis 

Paper 8:  Indirect Tax Laws                                                                                                              Mock Test Papers 

 

Sr 

No 

Chapter 

Name 

Mar-

2018 

Apr-

2018 

Aug-

2018 

Oct-

2018 

Mar-

2019 

Apr-

2019 

Oct-

2019 

May-

2020 

Oct-

2020 

Mar-

2021 

Apr-

2021 

Oct-

2021 

Nov-

2021 

Mar-

2022 

Total 

Marks Aver 

1 

GST in India- An 

Introduction - - - - - - - - - 1 - - - - 1 0.08 

2 

Supply under 

GST 10 - - - 2 4 2 - 6 - 2 1 4 2 31 2.38 

3 Charge of GST - - - - 2 3 - 2 4 - 4 9 7 4 31 2.38 

4 

Exemptions 

from GST - - - - - - 9 16 - - 12 - 2 7 39 3.00 

5 Place of Supply - 10 5 5 2 2 6 7 - 5 5 5 5 7 57 4.38 

6 Time of Supply - - - - 2 2 5 10 - 6 4 6 8 - 43 3.31 

7 Value of Supply 18 27 30 22 23 22 18 2 15 21 14 4 16 15 232 17.85 

8 Input Tax Credit 10 8 10 18 11 10 - 11 18 2 9 14 6 - 127 9.77 

9 Registration 10 6 10 6 1 1 2 6 6 5 6 6 2 - 67 5.15 

10 

Tax Invoice, 

Debit Notes 

& Credit Notes 4 4 4 - - 1 8 4 5 1 - - 2 5 33 2.54 

11 

Accounts and 

Records, E-way 

Bills 5 5 - - - 1 - 5 - 4 7 13 7 4 47 3.62 

12 Payment of Tax - - 4 - 6 8 5 2 7 6 7 - - 18 45 3.46 

13 Returns - 5 - 4 - - - - - - - - - - 9 0.69 

14 

Import & 

Export under 

GST - - - - - - 2 - - - - - - - 2 0.15 

15 Refunds - - - 5 1 6 3 3 5 - 3 - - - 26 2.00 

16 Job Work 7 - - - 9 - - - 4 - - 4 - - 24 1.85 

17 

Assessment & 

Audit - 5 - 5 1 - - 4 - - - 4 6 - 25 1.92 

18 

Inspection, 

Search, Seizure 

& Arrest 5 - - - 2 - - - 5 4 - 2 - 2 18 1.38 

19 

Demands & 

Recovery 4 5 5 5 6 6 13 5 5 5 - 5 5 5 69 5.31 

20 

Liability to Pay 

Tax in certain 

cases 5 5 5 4 - 5 - - 4 - - 5 5 5 38 2.92 

21 

Offences & 

Penalties - 6 6 10 2 5 1 1 - 4 1 - 2 2 38 2.92 

22 

Appeals & 

Revesions 12 9 6 6 - 6 8 4 - 6 8 6 4 4 75 5.77 

23 

Advance 

Rulings - - 5 - 9 - - - - 5 - - 2 - 21 1.62 

24 

Miscellaneous 

Provisions - - - - 5 2 2 2 - - 2 - 1 4 14 1.08 

25 

Levy & 

Exemption 

from Custom 

Duty 5 5 5 5 2 - 3 8 6 7 8 10 7 10 71 5.46 

26 Types of Duty - - - - - 1 2 5 4 5 5 5 8 5 35 2.69 

27 

Classification of 

Imported & 

Export Goods - - - - 1 - - 2 - 1 2 - - - 6 0.46 

28 

Valuation under 

Customs Act, 

1962 10 5 5 5 7 7 10 5 10 14 5 5 5 5 93 7.15 
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29 

Importation, 

Exportation and 

Transportation 

of Goods 5 10 5 5 5 - 10 - - - - 5 5 5 50 3.85 

30 Duty Drawback - 5 5 - 5 5 - - - 2 - 5 5 5 32 2.46 

31 Refund - 5 - - - 1 5 5 5 5 5 - - - 31 2.38 

32 

Foreign 

Trade Policy 5 - 5 5 5 - - 5 5 5 5 - - - 40 3.08 
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CA Final 
Paper 8-IndirectTax Laws  

How to study the Most Asked Chapters?  

    
 

In Paper 8 there are a few important tips and types of questions you must practice which will help you 

pass the exam with flying colors. The best practice material is RTP, MTP and Past Papers as the 

questions are drafted in the same way as your examinations.  

 

 

 

Here is a list of the Chapters in Paper 8- Indirect Tax Laws- 

 

Value of Supply- 18 marks 

 

1. This chapter is usually asked in combination with Input Tax Credit, Payment of Tax and 

Exemptions under GST. 

2. Standalone Exemptions under GST questions are not usually asked but in 90 percent of Value 

of Supply questions knowing which services are exempt is very important.  

3. How to reach the value of supply or which section or rule is applicable can be easily 

understood if a flowchart of this chapter is made while studying. Will help in quick revision as 

well. 

4. This chapter is about practicing maximum questions rather than theory. Solve as many 

different types as possible of questions you can to master all the permutation combinations 

5. Important subtopics in this chapter are: 

• Inclusions in Value of Supply 

• Whether discount is deducted from Value of Supply 

• Rules of Value of Supply 

 

https://thevivitsu.com/blogs
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To read more blogs visit our  Website. 

 

 

 

Valuation Under Customs- 8 marks 

1. This is the only Chapter in Customs Section of IDT which is without fail always asked in the 

examination.  

2. Study this chapter thoroughly. The portion is small, but the question asked in the paper are of 

high weightage. Hence getting this chapter is easy marks. 

3. Practice. In this chapter also solving maximum different adjustment questions is the key.  You 

can refer to Past Papers or RTPs so you understand what kind of questions can be asked in the 

exams. 

4. Along with this chapter, the Customs Act chapter of Baggage claim and Different types of Duty 

will cover your 80% of Customs Act portion. Hence as compared to 70 marks of GST, 30 marks 

allotted to Customs takes less time to cover. 

 

Payment of Tax- 5 marks 

1. This chapter falls under principal conceptual category. This chapter forms part of many 

questions and is asked as a standalone question as well.  

2. Set off under various major and minor heads (CGST, SGST & IGST) is very important. This 

concept should be understood completely.  

3. The following types of questions are asked frequently in exams- 

• Set off of tax, interest and penalty of CGST, SGST & IGST 

• Electronic Cash & Credit Ledger 

• TCS on e-commerce operators 

 

Offences & Penalties- 6 marks  
1. There are regular amendments in this chapter as this is a chapter in which rates and dates are 

very important. Hence see to it that you study and practice from the latest amended content. 

As even a small mistake in rates or dates can make you lose marks unnecessarily. 

2. A table or reference chart for nature of penalty and the consequence should be made while 

studying. This will help in quick reference and in revision. 

3. Penalties for various offences form part of other chapters as well. Only the important once 

usually asked in the exam should be memorized. You can refer to past papers, MTPs and RTPs 

to see which penalties are usually asked. 

  

Input Tax Credit- 12 marks  
1. This chapter can be quite confusing and difficult to understand. Lectures covering the 

concepts clearly should be watched. 

2. This chapter is either asked as a standalone question or as a combined question with Value of 

Supply and or payment of Tax. 

3. Understanding Blocked credit is very important as maximum questions are asked with at least 

one adjustment related to it. 

4. Important questions from this chapter- 

• ITC on capital goods 

• Blocked Credit 

• ITC on partially exempt supply 

 
These Chapters mentioned here are a must do. Even during revision, ABC Analysis should be followed, 

and sufficient time should be allocated to these Chapters. 

Hope this blog helps you in studying for CA Final.  

https://thevivitsu.com/blogs
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Chapter 5 Value of Supply 

5.1 

Chapter 5  

 

Value of Supply 

Question 1 

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 ` 50,00,000/- and ` 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 `10,00,000/- by air and 

`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: ` 1,80,000/-; Indian Railways: NIL 

(b) Super Airlines: ` 1,80,000/-; Indian Railways: ` 9,000 

(c) Super Airlines: Nil; Indian Railways: ` 9,000/- 

(d) Super Airlines: Nil; Indian Railways: Nil   (Nov ’19) 
Answer 1 

The Answer is (a) 

 
 

Question 2 

 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 ` 

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 bond [Consideration received in convertible foreign 
90,00,000 
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exchange] 

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 ` 60,00,000 and ` 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  `  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  `  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) Assume the rates of GST to be as under: 

 

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. (Nov ’19) 
Answer 2 

Computation of GST Liability of All fit Laboratories Ltd. for the month of January, 20XX 

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

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 

  Nil 

dealer of drugs in Gurgaon, 

Haryana [Note - 2] 

   

Supply of bulk drugs to 

wholesale dealers of drugs in 

Delhi 

[Note - 3] 

1,50,000 

[60,00,00

0 

× 2.5%] 

1,50,000 

[60,00,000 × 

2.5%] 
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Bulk drugs supplied to Anchor 

Pharmaceuticals Inc., USA 

[Note - 4] 

  Nil 

Supply of drug development 

services to Unipharma 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   4,95,000 

consignment agents - Cardinal [99,00,000 
× 

Pharma Pvt. Ltd. and Rochester 5%] 

Medicos of Punjab and Haryana 

 

[Note - 6]  

Supply of bulk drugs to Ronn   1,50,000 

Medicos of Gurgaon, Haryana [30,00,000 
× 

[Note - 7] 5%] 

Total GST liability 2,49,000 2,49,000 6,45,000 

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 

Pharmaeuticals 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 bond is export of goods. 

Export of goods is a zero-rated supply [Section 16(1) of the IGST Act]. A zero-rated 

supply under bond is made without payment of integrated tax [Section  16(3)(a) of  IGST 
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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. 

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%. 

 

Question 3 

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 ` 68 per US $. RBI 

reference rate for US $ on that day is ` 68.60. 

(ii) 2,000 US $ are sold  to  Menavati  at the  rate  of ` 67.50 per US$. RBI reference rate for 

US $ for that day is not available. 

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

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

(B) rule 32(2)(b) of the CGST Rules, 2017. (Nov ’19) 
 

Answer 3 

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

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

including money changing shall be deemed to be – 

 

S. No. Currency exchanged Value of supply 

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

exchanged 

OR 

` 250 whichever is higher 

2. Exceeding ` 1,00,000 and 
upto ` 10,00,000 

` 1,000 + 0.50% of the  (gross 
amount of currency exchanged - ` 
1,00,000) 

3. Exceeding ` 10,00,000 ` 5,500 + 0.1% of the (gross amount 
of currency exchanged - ` 10,00,000) 

OR 

` 60,000 whichever is lower 

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

(i) Gross amount of currency exchanged = ` 68 × 1,000 = ` 68,000.  Since  the gross 

amount of currency exchanged  is  less  than  `  1,00,000, value  of supply is 1% of 

the gross amount of currency exchanged [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 

Question 4 

Shree Ram Seva Trust is a charitable institution registered under section 12AA of the 
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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: 

 

Particulars Amount (`) 

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 ` 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) ` 6,50,000 

(c) ` 6,00,000 

(d) ` 4,50,000 (May ’20) 
Answer 4 

The Answer is (d) 

 

Question 5 

Happy Singh is the lawful owner of a residential house situated in Chandigarh.  The property has 

four floors constructed on it. Out of the four floors in his house, first and second floor are self-

occupied and third and fourth floor have been let out for residential purposes. Ratanjot Singh, 

who is a tenant on third floor, has surrendered his  tenancy  rights to Parminder Singh for a 

tenancy premium of ` 5,00,000 on 1st June. Parminder Singh has paid the applicable stamp duty 

and registration charges on transfer of tenancy rights. Moreover, Parminder Singh will pay a 

monthly rent of ` 50,000 to Happy  Singh  from June. 

Determine the value of taxable supply, in the given case, for the month of June. 

(a) Happy Singh: ` 5,50,000; Ratanjot Singh:  Nil 

(b) Happy Singh: Nil; Ratanjot Singh: `  5,00,000 

(c) Happy Singh: ` 50,000; Ratanjot Singh: Nil 

(d) Happy Singh: ` 50,000; Ratanjot Singh: ` 5,00,000 (May ’20) 
Answer 5 

The Answer is (b) 

 

Question 6 

Mr. Kala is a proprietor of M/s. Kala & Associates (registered under GST) which deals in sale/ 

purchase of second hand cars. During the current financial year, he  effected following intra-

State transactions: 

Particulars Purchase Price Sale Price Car 1
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 ` 5,00,000 ` 7,50,000 

Car 2 ` 3,00,000 ` 2,75,000 

Car 3 ` 6,00,000 ` 6,50,000 

Car 4 ` 8,00,000 ` 9,50,000 

Mr. Kala purchased Car 4 from another registered person who charged GST of 

` 1,30,000 and accordingly, Mr. Kala has availed the input credit of the same. 

Determine the GST liability of Mr. Kala assuming the applicable rate of tax as 18%. (a)

 ` 95,000 

(b) ` 1,08,000 

(c) ` 1,30,500 

(d) Exempt Supply, No GST (May ’20) 
Answer 6 

The Answer is (a) 

 

Question 7 

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 ` 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 ` 45 crore from sale of securities which were purchased for ` 

30 crore in the month of January last year. 

(ii) The company supplied goods worth ` 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; ` 30 crore in foreign currency and balance ` 20 crore in Indian rupees. 

(iii) The company provided consulting services to Sherpa & Sons in Nepal for ` 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 ` 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 ` 20 crore are supplied under a LUT to DEF Pvt. Ltd. located in a SEZ   in 

the State of Uttar Pradesh. 

(vi) Goods worth ` 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  ` 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 ` 10 lakh per month. The second building is let out 

for residential purpose at ` 5 lakh per month. The third building is let out to a Cold 

Storage operator at ` 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 ` 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 ` 4.5 crore 

(exclusive of GST). The cost of production of such goods is ` 10 crore. Such stock is 

sold to independent buyers at ` 15 crore (exclusive of GST). 

(ii) the company had sent goods worth ` 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 (` 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: (May ’20) 
 CGST SGST IGST 

Goods 6% 6% 12% 

Services 9% 9% 18% 

Answer 7 

Computation of GST liability of Skylark Pvt. Ltd. for the month of August 20XX 

 

S. 

No. 

Particulars Value 

(` in 

crores) 

CGST @ 

6% (` in 

crores) 

SGST @ 

6% (` in 

crores) 

IGST@ 

12% (` 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 

4.00   0.48 
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6] 

Total tax liability on goods [A] 3.6108 3.6108 7.0344 

Services  CGST @ 

9% (` in 

crores) 

SGST @ 

9% (` in 

crores) 

IGST@ 

18% (` in 

crores) 

(i) Export of services to Nepal under a 

LUT [Note 7] 

30  

 

0.0135 

 

 

0.0135 

Nil 

(ii) Receipts from renting of buildings 

[Note 8] 

0.15 

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 

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 services 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. 
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(4) Remaining turnover will be calculated as under 

` 256 crore – (` 45 crore + ` 50 crore + ` 30 crore + ` 10 crore + ` 20 crore + 

` 0.50 crore + ` 0.10 crore + ` 0.05 crore + ` 0.05 crore) = ` 100.30 crore Supply 

within the State - ` 100.30 crore x 3/5 = ` 60.18 

Supply outside the State - ` 100.30 crore x 2/5 = ` 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 ` 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 goods sent in the month of March would be taxed in the month of September. 
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Here, 

 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 `  10  lakh  received  from letting out of 

building for printing press will be liable to tax and rent of ` 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 (` 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]. 
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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. 

 

Question 8 

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 ` 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: (May ’20) 
MAY, 2020 Table 

 

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% 
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Answer 8 

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; 

(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’, ‘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: 

50,000 = 1:2:1 

` 10,00,000 x 1/4 

= 

` 2,50,000 

B + C 1,00,00
0 

 ` 10,00,000 x 2/4 
= 
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   ` 5,00,000 

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

   ` 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  ` 2,50,000 

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

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

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

E 25  ` 2,50,000 x 1/5 = ` 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 (`) 

CGST @ 9% 

(`) 

SGST @ 9% 

(`) 

IGST @ 18% 

(`) 

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]. 

 

Question 9 

Dushyant rents out a commercial building owned by him to Bharat for the month of 

December, for which he charges a rent of `19,50,000. Dushyant pays the maintenance 

charges of ` 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  ` 2,50,000  to 

Dushyant as interest free refundable security deposit. Further, Dushyant has paid the 

municipal taxes of ` 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. 
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Note: All the amounts given above are exclusive of GST. (May ’20) 
Answer 9 

Computation of the value of supply and the GST liability of Dushyant for the month of 

December 

 

Particulars Amount 

(`) 

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 

 

Question 10 

Sacrosant Manufacturers Ltd., a manufacturer of bottle caps, is registered in Dhanbad 

(Jharkhand). It imports a bottle caps making machine from Japan. 

Sacrosant Manufacturers Ltd. avails the services of Jhumroo Logistics, a  licensed customs 

broker in Kolkata (West Bengal), in meeting all  the legal formalities for getting  the said 

machine cleared from the customs station. 

Sacrosant Manufacturers Ltd. also authorises Jhumroo 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 its warehouse at Dhanbad. These expenses would be  reimbursed by 

Sacrosant Manufacturers Ltd. to Jhumroo Logistics on actual basis. In addition, Sacrosant 

Manufacturers Ltd. will also pay the agency charges to Jhumroo Logistics for the services 

rendered by it. 

Jhumroo Logistics raised an invoice in July as follows: (May ’20) 
 

S.No. Particulars Amount* (`) 

(i) Agency charges 5,00,000 

(ii) Customs duty on machine 3,80,000 

(iii) Port charges 33,000 

(iv) Dock dues 56,000 
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(v) Charges for transport of machine from Kolkata port, West 

Bengal to Jhumroo Logistics’ godown in Asansol, West 

Bengal 

48,000 

(vi) Charges for transport of machine from Jhumroo Logistics’ 
Asansol godown to the warehouse of Sacrosant 

Manufacturers Ltd. in Dhanbad, Jharkhand 

67,000 

(vii) Unloading of machine at Kolkata port, West Bengal 83,000 

(viii) Hotel expenses 45,000 

(ix) Travelling expenses 50,000 

(x) Telephone expenses 2,000 

*exclusive of GST, wherever applicable 

Compute the value of supply made by Jhumroo Logistics with the help of  given  

information.  Would your answer be different if Jhumroo Logistics charges ` 13,00,000 as  

a  lump sum consideration for clearing the imported machine from  the customs station 

and bringing the same to the warehouse of Sacrosant Manufacturers Ltd.? 

Answer 10 

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, Jhumroo Logistics has been authorised by the recipient of supply - 

Sacrosant Manufacturers Ltd. - to incur, on its behalf, the expenses incurred in relation to 

clearance of the imported machine from the customs station and bringing the same to the 

warehouse of the recipient, i.e. expenses mentioned in S.No. (ii)  to  (vii).  Further,  Jhumroo 

Logistics does not hold any title to said services and does not use them for his own interest. 

Lastly, Jhumroo Logistics receives only the actual amount incurred to procure such services 

in addition to agency charges. Thus, Jhumroo 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 
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recipient of supply are in addition to the services he supplies on his own account. 

Since conditions (I) to (III) mentioned above are satisfied in the  given case, expenses (ii) to 

(vii) incurred by Jhumroo Logistics as a pure agent of Sacrosant Manufacturers Ltd.  shall 

be excluded from the value of supply. 

Accordingly, value of supply made by Jhumroo Logistics will be computed as under: 

 

Particulars Amount 

(`) 

Agency charges 5,00,000 

Add: Customs duty Nil 

Add: Port charges Nil 

Add: Dock charges Nil 

Add: Charges for transport of machine from Kolkata port, West 

Bengal   to its Jhumroo Logistics’ godown in Asansol, West 

Bengal 

Nil 

Add: Charges for transport of machine from Jhumroo Logistics’ 
Asansol godown to the warehouse of Sacrosant Manufacturers 

Ltd.in Dhanbad, Jharkhand 

Nil 

Add: Unloading of machine at Kolkata port, West Bengal Nil 

Add: Hotel expenses 45,000 

Add: Travelling expenses 50,000 

Add: Telephone expenses   2,000 

Value of supply 5,97,000 

However, if Jhumroo Logistics charges ` 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 Sacrosant Manufacturers Ltd., Jhumroo 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  Sacrosant Manufacturers  

Ltd.’s warehouse). Thus, Jumroo Logistics would not be considered as a pure agent of 

Sacrosant Manufacturers Ltd. for said services. 

Consequently, in that case, value of supply will be ` 13,00,000 in terms of section 15 of   the 

CGST Act, 2017. 

 

Question 11 

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 
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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%. (Nov ’20) 

 

Answer 11 

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. 

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 
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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%].  

 

Question 12 

The Resident Welfare Association (RWA) of Kutumb Housing Society is registered under GST 

in the State of Maharashtra. There are 100 three BHK flats and 100 four BHK flats in the 

society.  It received/paid the following amounts (excluding GST, wherever applicable)  in the 

months of January and February: 
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Particulars January 

(`) 

February 

(`) 

Maintenance charges per flat received from all 3 BHK 

flat owners 

7,000 7,000 

Maintenance charges per flat received from all 4 BHK 

flat owners 

10,000 10,000 

Interest received on the fixed deposit with 

Dhansukh  Bank 

5,00,000 5,00,000 

Generator purchased for the power back-up of 4 BHK 

flats 

 1,00,000 

Taps, pipes, other sanitary fittings purchased for 3 

BHK flats 

50,000  

Determine the net GST liability to be paid for the months of January and February, assuming 

that the GST rate is 18% on all inward and outward supplies. (May 21) 

(a) January - ` 1,71,000; February - ` 1,62,000 

(b) January - ` 1,80,000; February - ` 1,62,000 

(c) January - ` 1,80,000; February - ` 1,80,000 

(d) January - ` 1,71,000; February - ` 1,80,000 

Answer 12 

The Answer is (b) 

 

Question 13 

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: (May ’21) 
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 
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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 

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 13 

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 

 

Nil 

 

Nil 

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 
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education service.] 

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 

 
 

Question 14 

Pyarelal Singh, registered under GST in Lucknow, Uttar Pradesh, is appointed as a del- credre 

agent by Sunnykart Co. (P) Ltd. He sells eye opticals to his customers locally within the same State. 

Sunnykart Co. (P) Ltd. is also registered under GST in the State of Uttar Pradesh. 

During the current financial year, Sunnykart Co. (P) Ltd. supplied taxable goods worth 

` 10 crore whose open market value is ` 10.05 crore, from its Allahabad unit to Pyarelal Singh. 

Pyarelal Singh has further sold these goods for ` 10.10 crore by raising invoices using his own 

GSTIN. Pyarelal Singh has received a commission of ` 75 lakh from Sunnykart Co. (P) Ltd. during 

the year and has guaranteed the payment of the value of  such goods from the customers to 

Sunnykart Co. (P) Ltd. 

Pyarelal Singh has also provided financial assistance in the form of larger credit period to his 

customers, on which he has also earned interest of ` 15 lakh. 

Compute the value of supply of Sunnykart Co. (P) Ltd. and Pyarelal Singh for the current financial 

year assuming that both of them wish to adopt minimum value of supply to the extent possible.   

(Nov ’21) 

(a) Sunnykart Co. (P) Ltd.: ` 9.09 crore and Pyarelal Singh: ` 11.00 crore 

(b) Sunnykart Co. (P) Ltd.: ` 10.05 crore and Pyarelal Singh: ` 10.85 crore 

(c) Sunnykart Co. (P) Ltd.: ` 10.15 crore and Pyarelal Singh: ` 10.85 crore 
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(d) Sunnykart Co. (P) Ltd.: ` 10.15 crore and Pyarelal Singh: ` 75.00 lakh 

Answer 14 

The Answer is (a) 

 

Question 15 

Kaushal Manufacturers Ltd., registered in Delhi, is a manufacturer and supplier of  electronic home 

appliances. It is paying tax under regular scheme. It supplies the  electronic home appliances in the 

domestic as well as overseas market. For supplies in other States of India, the company has 

appointed consignment agents in each such State , except Gurgaon, Haryana and Noida, Uttar 

Pradesh, where the goods are supplied directly from its Delhi warehouse. 

In the month of January, consignments of electronic home appliances were sent to Cardinal 

Electricals Pvt. Ltd. and Rochester Technos – agents of Kaushal Manufacturers Ltd. in Punjab and 

Madhya Pradesh respectively. Cardinal Electricals Pvt. Ltd. and Rochester Technos supplied these 

electronic home appliances under their invoices to the stores  located in their respective States for ` 

40,00,000 and ` 70,00,000 respectively. Open market value of such appliances is not available. 

Further, in January, electronic home appliances have been supplied to Ronn Technomart 

- a wholesale dealer of electronic home appliances in Noida, Uttar Pradesh for consideration of ` 

23,00,000, from its Delhi warehouse. Kaushal Manufacturers Ltd. owns 75% shares of Ronn 

Technomart. Open market value of the electronic home appliances supplied to Ronn Technomart 

is ` 30,00,000. Further, Ronn Technomart is not eligible for full input tax credit. 

Kaushal Manufacturers Ltd. also provides repair and maintenance services to electronic appliance 

manufacturers located in India. 

The company has also furnished the following information for the month of January: 

 

Particulars ` 

Supply of electronic home appliances to wholesale dealers of such 

appliances in Delhi 

84,00,000 

Electronic home appliances supplied to Anchor Electricals Inc., 

USA under LUT [Consideration received in convertible foreign 

exchange] 

1,26,00,000 

Repair and maintenance services provided to Unitech Ltd., an 

electronic appliance manufacturer, located in Delhi 

8,40,000 

Advance received towards repair and maintenance services to be 

provided to Orelec Ltd., an electronic appliance manufacturer, 

located in Delhi 

[Repair and maintenance services have been provided in February 

and invoice is issued on 28th February] 

7,00,000 

Advance received for electronic home appliances to be supplied 

to Novick Electricals, a wholesale dealer of such appliances in 

Gurgaon, 

Haryana 

[Invoice for the goods is issued at the time of delivery of the 

electronic appliances in March] 

8,40,000 

You are required to determine the gross GST liability [CGST & SGST and/or IGST] of Kaushal 
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Manufacturers Ltd. for the month of January. 

Note: 

(i) All the given amounts are exclusive of GST, wherever applicable. 

(ii) Assume the rates of GST to be as under: 

 

Goods/services supplied CGST SGST IGST 

Electronic home appliances 2.5% 2.5% 5% 

Repair and maintenance services 9% 9% 18% 

You are required to make suitable assumptions, wherever necessary. (Nov ’21) 
 

Answer 15 

Computation of gross GST Liability of Kaushal Manufacturers Ltd. for the month of 

January 

 

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

Supply of electronic home appliances to 

consignment agents - Cardinal Electricals 

Pvt. Ltd. and Rochester Technos of 

Punjab and Madhya Pradesh [Note - 1] 

  4,95,000 
[99,00,000 

× 5%] 

Supply of electronic home appliances to 

Ronn Technomart of Noida, Uttar 

Pradesh [Note - 2] 

  1,50,000 

[30,00,000 

× 5%] 

Supply of electronic home appliances to 

wholesale dealers of such appliances in 

Delhi [Note - 3] 

2,10,000 

[84,00,000 × 
2.5%] 

2,10,000 

[84,00,000 
× 2.5%] 

 

Electronic home appliances supplied to 

Anchor Electricals Inc., USA under LUT 

[Note - 4] 

  Nil 

Supply of repair and maintenance 

services to Unitech Ltd., an electronic 

appliance manufacturer, located in Delhi 

[Note - 5] 

75,600 

[8,40,000 × 

9%] 

75,600 

[8,40,000 

× 9%] 

 

Advance received for repair and 

maintenance services supplied to Orelec 

Ltd., a electronic appliances 

manufacturer, located in Delhi [Note - 6] 

63,000 

[7,00,000 × 

9%] 

63,000 

[5,00,000 

× 9%] 

 

Advance received for electronic home 

appliances to be supplied to Novick 

Electricals, a wholesale dealer of 

electronic appliances in Gurgaon, 

Haryana [Note - 7] 

  Nil 

Total GST liability 3,48,600 3,48,600 6,45,000 

Notes: 

1. Value of supply of goods made through an agent is determined as per rule 29 of the 

CGST Rules, 2017. Accordingly, the value of supply of goods between the principal and 
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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. 

In the given case, since open market value is not available, value of electronic home 

appliances supplied to consignment agents - Cardinal Electricals Pvt. Ltd. and Rochester 

Technos – will be ` 99,00,000 [90% of (40,00,000 + 70,00,000)]. Further, being an inter-

State supply of goods, supply of electronic home appliances to the consignment agents 

is subject to IGST @ 5%. 

2. 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 Kaushal Manufacturers Ltd. owns 75% shares of Ronn Technomart, 

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, 2017. 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 Technomart 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 electronic home appliances supplied to Ronn 

Technomart, i.e. ` 30,00,000 is the value of supply of such goods. Further, being an 

inter-State supply of goods, supply of electronic home appliances to Ronn Technomart 

is subject to IGST @ 5%. 

3. Being an intra-State supply of goods, supply of electronic home appliances to 

wholesale dealers of said appliances 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 electronic home 

appliances to Anchor Electricals 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 repair and maintenance services to 

Unitech Ltd. of Delhi is subject to CGST and SGST @ 9% each. 

6. Being an intra-State supply of services, supply of repair and maintenance services to 

Orelec 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. 

7. Being an inter-State supply of goods, supply of electronic home appliances to Novick 

Electricals 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 
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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 

when the invoice ought to have been issued under section 31. 

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 electronic home appliances to be supplied 

to Novick Electricals is the time of issue of invoice, which is in March. Thus, said advance 

will be taxed in March and not in January. 
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Chapter 7 
  

Value of Supply 

Question 1 

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. 

- 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. 

- 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) 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) 
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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. (14 Marks Oct ’19) 

Answer 1 
Computation of GST Liability of Power Engineering Pvt. Ltd., Bangalore for the month of 

November 20XX 

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

In the given case- 

 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  Ac t,  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. 

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. 

(3) 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  
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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. T hus, 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. 

(4) 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. 

(5) 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 are in two different States [Section 7(1)(a) of IGST Act, 2017]. Thus, the 

supply will be leviable to IGST in terms of section 5(1) of the IGST Act, 2017. 

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

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

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

 

Question 2 

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

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

supply made by Mr. X. (4 Marks Oct ’19) 

Answer 2 

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

including money changing, is deemed to be- 

(i) 1%    of    the    gross    amount    of    currency    exchanged    for     an     amount    up     

to Rs. 1,00,000, subject to a minimum amount of Rs. 250; 

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

exceeding Rs. 1,00,000 and up to Rs. 10,00,000. 

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

computed as under: 

Particulars Rs. Rs. 

Value of currencyexchanged in Indian rupees [Rs. 64 x US $ 

10,000] 

6,40,000  

 

 

3,700 
Upto Rs. 1,00,000 1,000 

For Rs. 5,40,000 [0.50% x Rs. 5,40,000] 2,700 
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Value of supply 

Question 3 

A person purchases new battery in exchange of old battery and balance payment of ` 3500 in 

money. The price of the new battery without exchange is ` 15,000.  Which  one  is  correct 

regarding  GST liability on the transaction? 

(a) GST is payable on ` 3500 + open market value of old battery. 

(b) GST is payable on ` 3500 

(c) GST is payable on open market value of new battery, i.e. ` 15,000 

(d) GST is payable on value of battery of like kind or quality (2 Marks Oct ‘20) 

Answer 3 

The Answer is the (c) 

 

Question 4 

Mr. Nagarjun, a registered supplier of Chennai, has received the following amounts in respect 

of  the activities undertaken by him during the month ended on 30 th September, 2019: 

 

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  value  of  taxable  supply  on  which  GST  is  to  be  paid  

by Mr. Nagarjun for the month of Septembe, 2019. Working notes should form part of 

your answer. (9 Marks Oct ‘20) 

Answer 4 

Computation of gross value of taxable supply on which GST is to be paid by Mr. Nagarjun 

 

Particulars Amount 

(`) 

Supplies on which Mr. Nagarjun is liable to pay GST  under  forward  

charge 
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Amount charged for service provided to recognized sports body as selector 

of national team [Note 1] 

50,000 

Commission received as an insurance agent from insurance company [Note 

2] 

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 

Services provided to foreign diplomatic mission located in India [Note 4] 28,000 

Funeral services [Note 5] Nil 

Supplies on which Mr. Nagarjun is liable to pay GST  under  reverse  

charge 

 

Services received from GTA [Note 6] 45,000 

Value of taxable supply on which GST is to be paid 1,38,000 

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  No.  12/2017 CT(R) dated 28.06.2017. Thus, service provided as selector 

of team is liable to GST. 

(2) Though commission for providing insurance agent’s services 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.  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 No. 

12/2017 CT(R) dated 28.06.2017. 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 No. 12/2017 CT(R) dated 28.06.2017, services 

provided to such mission are taxable. 

(5) Funeral services being covered in entry 4 of Schedule III to CGST Act,  2017  are  not  a 

supply and thus, are outside the ambit of GST. 

(6) GST on services provided by a GTAto 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 5 

Determine taxable value of supply under the GST law with respect to 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 

M.V. College - ` 10,000. M. V. College provides education as a part of a curriculum for 

obtaining a qualification recognised by a law 

(2) Bus fees collected from students by M.V. College - ` 2,500 per month. 
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(3) Housekeeping service provided by M/s. Clean well to Himavarsha Montessori school 

in its premises, a play school - ` 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. (4 Marks Oct ‘20) 

Answer 5 

(1) As per Notification No. 12/2017 CT (R) dated 28.06.2017,  services  provided  by  an  

educational institution to its students, faculty and staff are exempt from GST. 

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 M. V. College provides education as a part of a curriculum for obtaining a 

qualification recognized by a law, the services provided by it to its staff by way of 

conducting personality development course would be exempt from GST. 

(2) Since M. V. College provides education as a part of a curriculum for obtaining a 

qualification recognised by a law, the transport services provided by it to its students 

would  be exempt  from GST. 

(3) As per Notification No. 12/2017 CT (R) dated 28.06.2017, services provided  to  an  

educational institution, by way of, inter alia, house-keeping services performed in such 

educational institution are exempt from GST. However, such an exemption is 

available only when the said services are provided to a pre-school education and a  

higher  secondary school or equivalent. 

Therefore, house-keeping services provided to  Himavarsha Montessori Play School  

would  be exempt from GST as housekeeping services have been performed in such 

play school itself. 

(4) As per Notification No. 12/2017 CT (R) dated 28.06.2017, services provided  to  an  

educational institution by way of supply of online educational journals or  periodicals  

is  exempt from GST. However, such an 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 will not be exempt from GST. Hence, the taxable value in this case will be ` 

2,000. 

Question 6 

Rajkamal Cooperative Housing Society, registered under GST charges Rs. 21,000 as a general 

maintenance charge for the quarter April, 2020 to June, 2020 from Jaimin Sinha holding Flat No. 

101. Jaimin Sinha forgot to pay the maintenance charges on time, resulting into levy of interest. 

The total amount charged from him was Rs.24,000 (Rs. 21,000+ Rs. 3,000 for interest). 

Whether Jaimin Sinha is liable to pay GST, if yes on what amount? 

 

(a) Yes, Rs.21,000  

(b) Yes, Rs.24,000  

(b) Yes, Rs.1,500  

(d) No, not liable to pay GST. (1 Mark March ‘21) 
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Answer 6 

 The Answer is (b) 

 

Question 7 

Sahu Parivar, pumps manufacturer in Vadodra  (Gujarat) has  provided following details for the  

month  of May: - 

1. As a staff welfare measure, Sahu Parivar has entered into an agreement with PNS Insurance 

Company to provide life insurance to its employees. PNS charged Rs. 35,00,000 for the 

same. 

2. It has entered into an agreement with a travel company to provide home travel facility to 

its employees when they are on leave. Travel company charged Rs. 1,00,000 for such 

facility. 

3. It has entered into an agreement with a fitness center to provide wellness services to  its  

employees after office hours for a consideration amounting to Rs.80,000. 

4. It has availed services of the works contractor to  erect foundation for fixing  the machinery 

to earth, in the factory. It paid Rs. 50,000 for the same. 

5. It laid pipelines (from the water source outside the factory) upto the gate of the factory for 

the purpose of production facility. The cost incurred for the same is Rs. 4,00,000. 

6. For the purpose of smooth and convenient mobile communication in its factory, It has 

installed telecommunication tower of a mobile company (with due permission) by 

incurring Rs. 2,00,000. 

Note: All the above transactions are intra-State in nature. 

Sahu Parivar has also entered into a contract with AP Refinery, Sambhra (Rajasthan) on 1st May 

to supply and install 16 pumps on FOR basis. The following information is provided in this 

regard: 

List price per pump is Rs. 1,60,000, exclusive of taxes.  One of the conditions of the contract  is 

that  Sahu Parivar should ensure a two stage third party inspection for the pumps during the 

manufacturing process. Cost of inspection of Rs. 24,000 (for 16 pumps) is directly paid by AP 

Refinery to  testing agency. AP Refinery requires a special packing for the pumps and the cost of 

such special packing is  Rs. 86,000 (for 16 pumps).  Sahu Parivar arranges for erection and testing 

of the pumps supplied by it   at AP Refinery’s site.  Cost of erection etc. is Rs.  24,000 (for 16 

pumps).  Goods are dispatched with   tax invoice on 20th May and they reach the destination at 

Sambhra on 21st May. Lorry freight (for 16 pumps) of Rs. 16,000 has been paid by AP Refinery 

directly to the lorry driver. 

Assume CGST, SGST and IGST rates to be 9%, 9%  and  18% respectively. For the relevant month,  

the opening balance of ITC of IGST is Nil, CGST is Rs. 32,500 and SGST is Rs. 32,500. All the given 

amounts are exclusive of GST, wherever applicable. 

You are required to work out the net GST [CGST and SGST or IGST, as  the case  may be] payable  

from Electronic Cash Ledger of  Sahu  Parivar for the month of  May after making suitable 

assumptions,  if any. (14 Marks March ‘21) 

Answer 7 

1. Computation of net GST payable by Sahu Parivar for the month of May 
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Particulars CGST (Rs.) SGST 

(Rs.) 

IGST (Rs.) 

Output tax liability [Working Note 1]   4,87,800 

Less: ITC of CGST [Working Note 2]   (37,000) 

Less: ITC of SGST has been utilized only after 

ITC of CGST has been utilized fully in terms of 

proviso to section 49(5)(c) [Working Note 2] 

  (37,000) 

Net GST payable from Electronic Cash 

Ledger 

  4,13,800 

Working Note 1 

Computation of output tax liability of Sahu Parivar for the month of May 

 

Particulars Amount 

(Rs.) 

List price of 16 pumps (Rs. 1,60,000 x 16) 25,60,000 

Add: Amount paid by AP Refinery to testing agency [Note 1(i)] 24,000 

Add: Special packing [Note 1(ii)] 86,000 

Add: Erection and testing at site [Note 1(ii)] 24,000 

Add: Freight [Note 1(iii)] 16,000 

Value of taxable supply 27,10,000 

IGST @ 18% [Note 2] 4,87,800 

Notes: 

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

(i) 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. 

Since, 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. 

(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 shall be included in the value of 

supply. 

(iii) 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. 

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. 

(2) 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  Sambhra  
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(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 Sahu Parivar for the month of May 

 

Particulars CGST @ 2.5% 

(Rs.) 

SGST @ 2.5% 

(Rs.) 

Opening ITC 32,500 32,500 

Services of PNS Insurance company to provide life 

insurance to employees [Note 1] 

Nil Nil 

Services of travel company to provide home travel facility 

to employees Note 1] 

Nil Nil 

Services of fitness center to provide wellness services to 

employees [Note 1] 

 

Nil 

 

Nil 

Wok contract services availed for erecting  foundation  

for fixing the machinery to the earth in the factory 

[Note 2] 

4,500 4,500 

Laying of pipeline up to the gate of factory from water 

source located outside the factory [Note 3] 

Nil Nil 

Installation of telecommunication towers [Note 3] Nil Nil 

Total ITC 37,000 37,000 

Notes: 

As per section 17(5) of the CGST Act, 2017 

(1) ITC on life insurance is blocked unless it is used in case of sub-contracting or the same 

is provided under any statutory obligation. ITC on travel benefits extended to 

employees on  home travel concession and membership of health and fitness center 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. 

(2) 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. Hence, ITC on works contract 

services for construction of plant and machinery is allowed. Further, plant and 

machinery includes foundation and  structural supports used to fix the machinery to 

earth. 

(3) 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. 

Question 8 

M/s Shivay, a registered supplier, supplies the following goods and services for  construction  of  

buildings and complexes - 

- excavators for required period at a per hour rate 
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- 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 Shivay 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 

Shivay are as follows: 

- Hire charges for excavators - Rs. 18,00,000 

- Service charges for supply of manpower for operation of the excavator - Rs. 20,000 

- Service charges for soil testing and seismic evaluation at three sites - 

Rs. 2,50,000 

The GST paid during the said month on services received by M/s Shivay is as follows: 

- Maintenance for excavators - Rs. 1,00,000 

- Health insurance for excavator operators - Rs. 11,000 

- Scientific and technical consultancy for soil testing and seismic evaluation - Rs. 

1,00,000 Compute the net GST payable by M/s Shivay 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. (14 Marks April ‘21) 
 

Answer 8 

Computation of net GST payable by M/s Shivay 

Particulars GST payable 

(Rs.) 

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 

receive

d (Rs.) 

Rate of 

GST 

GST 

payabl

e (Rs.) 
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Hiring charges for excavators 18,00,000 12% 2,16,000 

Service charges for supply of manpower for operation 

of 

20,000 12% 2,400 

excavators [Refer Note 1]    

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) of the CGST Act, 2017 wherein the principal supply is the 

hiring out of the excavator. 

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

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

excavators will also be taxed at the rate applicable for 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 

(Rs.) 

ITC available 

(Rs.) 

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) of the CGST Act, 2017 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. 

Shivay  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) of the  

CGST  Act, 2017, therefore, ITC  on maintenance service for excavators shall be 

allowed. 

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) of the CGST Act, 2017 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 
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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. 

 

Question 9 

Mr. Lal, a registered person under GST, was the proprietor of M/s. Spiceton Restaurant. He 

died and left behind his wife and son on 15th August. 

His son – Mr. Pal - wants to continue the business of the deceased father. 

The GST consultant of M/s. Spiceton Restaurant gives advice to  Mr. Pal  as  to how he  can 

continue  the business of his deceased father. 

Which of the following options is correct in accordance with the provisions of GST law? 

(a) Mr. Pal should get himself registered under GST in the name and style M/s. Spiceton 

Restaurant under his own PAN and file Form GST ITC 02. 

(b) Mr. Pal can get the authorized signatory changed by approaching to the Proper Officer 

and can continue the same business. 

(c) Mr. Pal should close the old firm and start new business under different name. 

(d) Mr. Pal should do the business with his mother as the new proprietor of the M/s. Spiceton 

Restaurant, and Mr. Pal should act as  a Manager. (2 Marks Oct 21) 

Answer 9 

(a) Mr. Pal should get himself registered under GST in the name and style M/s. Spiceton 

Restaurant under his own PAN and file Form GST ITC-02. 

 

Question 10 

Flowchem Palanpur (Gujarat) has entered into a contract with R Refinery, Abu Road 

(Rajasthan) on 1st 

July to supply 10 valves on FOR basis. The following information is provided in this regard: 

(1) List price per valve is ` 1,00,000, exclusive of taxes. 

(2) One of the conditions of the contract is that Flowchem should ensure a two stage third party 

inspection for the valves during the manufacturing process.   Cost of inspection of ` 15,000 

(for   10 valves) is directly paid by R Refinery to testing agency. 

(3) R Refinery requires a special packing for the valves. Cost of special packing is ` 10,000 (for 

10 valves). 

(4) Flowchem arranges for erection and testing of the valves supplied by it at R Refinery’s site. 

Cost of erection etc. is ` 15,000 (for 10 valves). 

(5) Goods are dispatched with tax invoice on 20th July and they reach the destination at Abu-

Road on 21st July. Lorry freight of` 5,000 has been paid by R Refinery directly to the lorry 

driver. 
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Assume CGST and SGST rates to be 9% each and IGST rate to be 18%. Opening balance of ITC of 

IGST is Nil, CGST is ` 20,000 and SGST is ` 20,000. All the given amounts are exclusive of GST, 

wherever applicable. 

Flowchem has also undertaken following local transactions during the month of July on which it  

has  paid CGST and SGST as under: 
 

S. 

No. 

Particulars Amoun

t paid 

CGST 

(`) 

Amoun

t paid 

SGST 

(`) 

1. Availed services of works contractor to erect foundation 

for fixing the machinery to earth, in the factory. 
5,000 5,000 

2. Laid pipelines (from the water source outside the  

factory) upto the gate of the factory for the purpose of 

production facility. 

10,000 10,000 

3. For the purpose of smooth and convenient mobile 

communication in its factory, it has installed 

telecommunication tower of a mobile company (with 

due permission) 

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 center to 

provide wellness services to its employees after office 

hours 

2,000 2,000 

Work out the net GST [CGST, SGST or IGST, as the case may be] payable from Electronic  Cash  

Ledger of Flowchem, Palanpur (Gujarat) for the month of July  after making suitable 

assumptions, if   any. (14 Marks Nov 21) 

Answer 10 

Computation of net GST payable by Flowchem for the month of July 
 

Particulars CGST @ 9% 

(`) 

SGST @ 9% 

(`) 

IGST @ 18% 

(`) 

Output tax liability [Working Note 1]   1,88,100 

Less: ITC of CGST [Working Note 2]   (25,000) 

Less: ITC of SGST has been utilized only after  

ITC of CGST has been utilized fully in terms of 

proviso to section 49(5)(c) [Working Note 2] 

  (25,000) 

Net GST payable from Electronic Cash Ledger   1,38,100 

Working Note 1 

Computation of output tax liability of Flowchem for the month of July 
 

Particulars Amount (`) 

List price of 10 valves (` 1,00,000 x 10) 10,00,000 

Add: Amount paid by R Refinery to testing agency [Note 1] 15,000 
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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 

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. 

Since, 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 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 
 

Particulars CGST 

(`) 

SGST 

(`) 

Opening ITC 20,000 20,000 

Wok contract services availed for erecting foundation for fixing the 

machinery to the earth in the factory [Note 1] 

5,000 5,000 

Laying of pipeline up to the gate of factory from water source  

located outside the 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 
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Services of fitness center 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 center 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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Chapter 5  
 

Value of Supply 

Question 1 

Determine taxable value of supply under the GST law with respect to each of the following 

independent services provided by the registeed persons: 

(1) Fees charged from office staff for in-house personality development course conducted 

by M.V. College - ` 10,000. 

(2) Bus fees collected from students by M.V. College - ` 2,500 per month. 

(3) Housekeeping service provided by M/s. Clean well to Himavarsha Montessori school, a 

play school - ` 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. (4 Marks May ‘19) 
 

Answer 1 

(1) As per Notification No. 12/2017 CT (R) dated 28.06.2017, services provided by an 

educational institution to its students, faculty and staff are exempt from GST. 

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. 

Assuming that M. V. College provides education as a part of a curriculum for obtaining 

a qualification recognised by a law, the services provided by it to its staff by way of 

conducting personality development course would be exempt from GST. 

(2) As assumed above that M. V. College provides education as a part of a curriculum for 

obtaining a qualification recognised by a law, the transport services provided by it to 

its students would be exempt from GST. 

(3) As per Notification No. 12/2017 CT (R) dated 28.06.2017, services provided to an 

educational institution, by way of, inter alia, house-keeping services performed in such 

educational institution are exempt from GST. However, such an exemption is available 

only when the said services are provided to a pre-school education and a higher 

secondary school or equivalent. 

Therefore, house-keeping services provided to Himavarsha Montessori Play School 

would be exempt from GST on the presumption that housekeeping services have been 

performed in such play school itself. 

(4) As per Notification No. 12/2017 CT (R) dated 28.06.2017, services provided to an 

educational institution by way of supply of online educational journals or periodicals is 

exempt from GST. However, such an 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 will not be exempt from GST. Hence, the taxable value in this case will be ̀  2,000. 

 

Question 2 

Flowchem Palanpur (Gujarat) has entered into a contract with R Refinery, Abu Road 
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(Rajasthan) on 1st July, 2018 to supply 10 valves on FOR basis for its project, with following 

terms and conditions: 

(1) List price per valve is ` 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 20th July, 2018 and they reached the 

destination at Abu-Road on 21st July, 2018. 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, 2018 on which 

it has paid CGST and SGST as under: 

S. 

No. 

Particulars Amount 

paid 

CGST 

(`) 

Amount 

paid 

SGST 

(`) 

1. 

 

2. 

 

3. 

 

 

 

 

4. 

 

 

5. 

It has availed services of works contractor to erect 

foundation for fixing the machinery to earth in the 

factory. 

It has laid pipe line upto the gate of its factory to bring 

the water to the factory for the purpose of production 

facility. 

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. 

It has entered into an agreement with a travel company 

to provide home travel facility to its employees when 

they are on leave. 

It has entered into an agreement with a fitness centre to 

provide wellness services to its employees after office 

hours 

5,000 

 

10,000 

5,000 

 

 

 

 

2,500 

 

 

2,000 

5,000 

 

10,000 

5,000 

 

 

 

 

2,500 

 

 

2,000 

Work out the GST liability [CGST & SGST or IGST, as the case may be] of Flowchem 

Palanpur (Gujarat) for July, 2018 after making suitable assumptions, if any.  (9 Marks May 

‘19) 
 

Answer 2 
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Computation of GST liability of Flowchem, Palanpur (Gujarat) for July 2018 

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 2018 

Particulars Amount (`) 

List price of 10 valves (` 1,00,000 x 10)2 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 

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,  

(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 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 2018 
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Particulars CGST (`) SGST (`) 

Opening input tax credit 20,000 20,000 

Wok 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. 

 

 

Question 3 

Zindagi Life Insurance Company Limited (ZLICL) has collected premium from subscribers and it 

intimates the amount allocated for investment to subscribers at the time of collection of 

premium. During the month of September 2018, 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 an 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. (May ’19) 

 

Answer 3 
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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. 

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 2018 

 

Particulars Amount (`) 

Premium for only risk cover 25,00,000 

Premium from new subscribers 10,00,000 

25% of ` 40,00,000  

Renewal Premium 10,00,000 

12.5% of ` 80,00,000  

Single premium on annuity policy 10,00,000 

10% of ` 1,00,00,000  

Total value of supply 55,00,000 

Note: The words in the first sentence of the question “……it intimates….” may be read as 
“…….does not intimate…..”. 

 

Question 4 

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 

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 
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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 4 

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 recognized 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 

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 
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Receipts of Gurukul School providing education upto higher 

secondary 

Exempt 

Value of taxable supply 11,20,000 

 

Question 5 

Surya Agencies has agreed to supply goods to customer's premises. Goods valued ` 80,000 are 

taxable @ 5% IGST as it is an inter-State supply. It also pays freight and transit insurance of ` 

12,000. GTA is a registered entity and has charged GST (6% CGST and 6% SGST) under forward 

charge. 

(i) Compute the invoice value of supply including IGST. 

(ii) What will be the invoice value of supply including IGST, if the supply was under ex-

factory basis instead of door-delivery basis? (4 Marks Nov ‘19) 
 

Answer 5 

Computation of invoice value of supply 

(i) When supplier agrees to supply the goods at customer’s premises, i.e. freight and 

transit insurance are paid by the supplier, invoice value of supply will be computed as 

follows: 

Particulars Amount (`) 

Value of goods supplied 80,000 

Add: Freight and transit insurance 

[Since the supplier has agreed to deliver the goods at the 
customer’s premises and to pay for freight and insurance, 
the 

12,0008 

contract of supply becomes a composite supply, the 

principal supply being the supply of goods.] 

 

Total 92,000 

Add: IGST @ 5% 

[Being a composite supply, GST at the rate applicable for 

principal supply will be charged] 

4,600 

Invoice value of supply 96,600 

(i) When supplier agrees to supply the goods on ex-factory basis, i.e. the buyer pays the 

freight and transit insurance, invoice value of supply will be computed as follows: 

 

Particulars Amount (`) 

Value of goods supplied 80,000 

Add: IGST @ 5% of ` 80,000 4,000 

Invoice value of supply 84,000 

Note: The above answer is based on the view that part (ii) of the question is an 

independent case and thus, the information provided in the first paragraph of the 

question regarding payment of freight and transit insurance by Surya Agencies does not 

apply to it. Moreover, when the contract is ex-factory, it implies that the freight and 

insurance will be the buyer’s responsibility and seller will have no role, whatsoever, in 
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delivering the goods to the customer’s premises. 
 

 

 

Question 6 

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 ` 95,000 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 
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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 Nov ‘20) 

Answer 6 

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 availed 

on the same.] 

Nil - - - 

(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 
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(iv) Service apartment rented in 

Mumbai1 

[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 

4,00,000 36,000 

[4,00,000× 

9%] 

36,000 

[4,00,000 × 

9%] 

 

 will be payable at the time of 

issuance of invoice.] 

    

(vii) 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 intra- State 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     
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 Import of computer 

accessories 

5,00,000 

3 

  90,000 

[5,00,000× 

18%] 

 [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, 

10% 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 10% of 

` 95,000, or ` 5,000] 

   95,000 + 

5,000 

=1,00,000 

 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 
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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 cash4  - 43,219 5,000 

 

Question 7 

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: 

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 Nov ‘20) 

 

Answer 7 

(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  
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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 

 

Question 8 

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 

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 
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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 Jan 21) 

 

 

Answer 8 

 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 

  8 

viz., fresh juices & carbonated fruit drinks is available  as 

input tax credit 

   

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 
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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 Value1 

` 

[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 any order and in any 

proportion 

  (26)  

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 
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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. 

 

Question 9 

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 Jan 

21) 

Answer 9 

Computation of value of machine and GST payable in cash 
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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 of goods are 

includible in the value of the supply. 

30,000 

Design

 an

d engineering 

charges 

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 1,56,600 

CGST @ 9% 1,56,600 

SGST@ 9%  

[Since the movement of goods terminates for delivery to the 

recipient in the same State, it is an intra-State supply.] 

 

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 1,56,600 

CGST @ 9% 1,56,600 

SGST@ 9%  

 

Question 10 

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 
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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. 
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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 July 21) 

Answer 10 

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 

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 auction1 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 employees2 

[Supply being made to the related person 

(employees), open market value3 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)   
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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  

 

1 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. 

2 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. 

3 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. 

 

 

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) 
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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%] 

 

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… ”. 
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Chapter 6  

 

Input Tax Credit 

Question 1 

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. (Nov ’19) 
Answer 1 

The Answer is (b) 

 

 

Question 2 

“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. 
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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 centres taken 

on rent like schools etc., 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 

a canteen in the campus for 

students 

(Catering    services   for  KIT 

include a sum of ` 60,000 for 

catering   at   a   student event 

3,20,000 2,60,000 1,80,000 5,00,000 

 organised in a banquet 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 
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institutions run by it during the period April 20XX 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 

With the help of the above details – 

(i) determine the amount of GST payable, if any,  on  goods  and  services  received  during 

April 20XX- 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 IT C have been complied 

with. (Nov ’19) 
 

Answer 2 

(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  are  not  exempt from GST 
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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. 

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. 

Similarly, Liitle Millennium and Spring Model, being a pre-school and a higher secondary 

school respectively are also educational institutions in terms of the exemption notification. 

However, Bright Minds, being a coaching centre, training candidates 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 on goods and services 

received by these educational institutions during  April  20XX-  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 

[1,50,000 x 

18%] 

Exempt 

Paper procured for 

printing the question 

papers – [Supply of 

51,600 

[4,30,000 x 

 30,960 

[2,58,000 x 

41,280 

[3,44,000 x 

select  services to 

educational   institutions 

is exempt and not 

 supply of goods 

  to

 such 

educational institutions] 

12%]  12%] 12%] 

Honorarium to paper 

setters and examiners 

(not on the rolls of the 

educational 

institution) 

Exempt 

[Services 

provided to 

educational 

 Institution in 

Relation to 
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conduct of 

examination] 

Rent for exam centres 

taken on rent like 

schools etc., for 

conducting examination 

Exempt 

[Services 

provided to 

educational 

institution in 

Relation to 

conduct of 

examination] 

 18,000 

[1,00,000 x 

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 x 

18%] 

39,600 

[2,20,000 x 

18%] 

4,320 

[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 x 

18%] 

Exempt 23,400 

[1,30,000 x 

18%] 

Exempt 

Catering services for 

running a canteen in the 

campus for 

students 

16,000 

[3,20,000 x 

5%] 

Exempt 9,000 

[1,80,000 x 

5%] 

Exempt 

Catering  service 

provided  to pre- school 

and the higher secondary 

school is exempt 

irrespective of whether 

the same is provided 

within or outside the  

premises of the pre-

school and the higher 

secondary 

school 

    

Security and 

housekeeping service 

provided to pre- 

school and the higher 

secondary school for 

the student event 

1,08,000 

[6,00,000 x 

18%] 

Exempt 67,500 

[3,75,000 x 

18%] 

14,400 

[80,000 x 

18%] 
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organized in a 

banquet hall will be 

taxable as only the 

security and 

housekeeping service 

provided within the 

premises of the pre- 

school and the higher 

secondary school are 

exempt. 

Total GST payable on 

goods and services 

received by the 

educational institutions 

2,62,000 14,400 2,15,460 60,000 

(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 CGST Act, 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: 

 

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 

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 
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Question 3 

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. (Nov ’19) 

 

Answer 3 

(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. 

(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,  taxable  person  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. 
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Question 4 

Pethalal has obtained registration in the current financial year in Uttar Pradesh. His 

turnover in the preceding financial year was ` 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 

(`) 

(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 

(`) 

(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 

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. (May ’20) 

 

Answer 4 

Computation of net GST payable by Pethalal 

Particulars Amount 

(`) 

CGST (`) SGST 

(`) 

Supplies on which Pethalal is liable to pay 

GST under forward charge 
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Funeral services [Note 1] 8,80,000  

 

 

 

 

= 2,00,000 

× 9% 

= 18,000 

 

 

 

 

 

= 2,00,000 

× 9% 

= 18,000 

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 

Commission received as an insurance agent 

from insurance company [Note 5] 

65,000 

Commission received as business facilitator 15,000 

for the services provided to the urban  

branch  of a nationalised bank with respect 

to savings bank accounts [Note 6] 

   

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 
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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 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 registered 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 ` 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 

 

Question 5 

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 
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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: (May ’20) 
Table 1 

 

Unit/centre Turnover for the 

quarter ending 

September 20XX* (`) 

Eligible ITC on input services 

attributable to a specific 

unit/centre, for the month of 

October 20XX (`) 

Pune 20,00,000 IGST – ` 3,00,000; CGST– 

` 30,000; SGST– ` 30,000 

Chennai 30,00,000 IGST – ` 24,000; CGST – 

` 6,000; SGST – ` 6,000 

Kolkata 10,00,000 Nil 

Bengaluru 40,00,000 Nil 

*Note: Turnover excludes all taxes and duties 

MAY, 2020 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. 

Answer 5 

Computation of ITC to be distributed by ISD 

 

S. 
No. 

Particulars Pune unit 

(`) 

Chennai 
unit 

(`) 

Kolkat

a 

centr

e 

(`) 

Bengaluru 
centre 

(`) 



 

 

Chapter 6 Input Tax Credit 

6.12 

(i) IGST credit of ` 3,00,000, 

CGST credit of ` 30,000 

and SGST credit of 

` 30,000  specifically 

attributable to Pune unit 

[Note 1] 

3,00,00

0 

(IGST) 

30,000 

(CGST) 

30,000 

(SGST) 

   

(ii) IGST credit of ` 24,000, 

CGST credit of `  6,000 

and SGST credit of ` 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] 

24,00

0 

(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] 

8,00

0 

(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 ` 3,00,000, CGST credit of ` 30,000 and SGST credit of ` 30,000 

specifically attributable to Pune unit will be distributed as IGST credit of ` 3,00,000, 

CGST credit of ` 30,000 and SGST credit of ` 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 
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CGST Rules, 2017]. 

(2) Total GST credit (CGST+ SGST + IGST) of ` 36,000 specifically attributable to Chennai 

unit will be distributed as IGST credit of ` 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 [` 1,20,000], SGST [` 1,20,000] and IGST [` 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 - ` 24,000 [1,20,000 x (2/10)] as CGST credit, ` 24,000 [1,20,000    x 

(2/10)] as SGST credit and ` 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 – ` 1,44,000 [` 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 - ` 48,000 [` 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]. 

Bengaluru will get - ` 1,92,000 [` 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  [` 40,000], SGST [` 40,000] and IGST  [`  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 - ` 8,000 [40,000 x (2/10)] as CGST credit, ` 8,000 [40,000 x  

(2/10)] as SGST credit and ` 16,000 [80,000 x (2/10)] as eligible IGST credit. 

Chennai unit will get – ` 48,000 [` 1,60,000 x (3/10)] as IGST credit. Kolkata 

centre will get - ` 16,000 [` 1,60,000 x (1/10)] as IGST credit. Bengaluru will 

get - ` 64,000 [` 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 [` 30,000], SGST [` 30,000] and IGST [` 10,000] will be distributed 
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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 – ` 30,000 [` 70,000 x (3/7)] as IGST credit. Bengaluru 

unit will get – ` 40,000 [` 70,000 x (4/7)] as IGST credit. 

Question 6 

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: (Nov ’20) 
 

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) 
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(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. 

Answer 6 

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 1st July and used 

for effecting both taxable and exempt supplies 

72,000 

 Value of ‘A’ for Machinery 4 purchased on 1st 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 1st July two years 

ago and used for effecting  both  taxable and exempt 

supplies 

1,08,000 

 Input tax claimed on Machinery 5 purchased on 1st 

January for being used for effecting exclusively taxable 

supplies and used for effecting both taxable and exempt 

supplies from 1st 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 
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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 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]. 

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]. 

(9) 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. 

Question 7 

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 
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received by it in the month of October: (May ’21) 
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 28th 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 11th 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 20th 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 20th November. 

Note: The due date of filing of Form GSTR-1 and Form GSTR-3B for the month of October 

are 11th November and 20th November respectively. Subject to the information  given 

above, all the other conditions for availing ITC have been complied with. 

Answer 7 

ITC to be claimed by Sunshine Pvt. Ltd. in its GSTR-3B for the month of October to be filed by 

20th 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 11th 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] 



 

 

Chapter 6 Input Tax Credit 

6.18 

Invoices at S. Nos. 5, 6 7 and 8 not uploaded 

in GSTR-1 

4,00,000 48,000 

[Note 3] 

Invoice at S. No. 9 50,000 50,000 

[Note 4] 

Total 10,50,000 5,78,000 

Notes: 

(1) ITC in respect of the invoices whose details have not been uploaded by the suppliers 

shall not exceed 10% (as per amendment 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 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 10%  (as per amendment 5 %)of eligible ITC in respect of invoices 

uploaded in Form GSTR-1s, i.e. 10%(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]. 

Question 8 

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: (May ’21) 
S. 

No. 

Particulars GST paid 

(`) 

1. Capital goods purchased on which depreciation has been 

taken  on full value including input tax thereon 

15,000 
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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 8 

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 and not January 

even though the invoice for the same has been received in 

January.] 

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 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 
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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 

 

Question 9 

Mr. Vijay, a registered supplier, receives 100 invoices (for inward supply of goods/ services) 

involving GST of ` 10 lakh, from various suppliers during the month of October. 

Compute the ITC that can be claimed by Mr. Vijay in his GSTR-3B for the month of October to 

be filed by 20th November in the following independent cases assuming that GST of ` 10 lakh 

is otherwise eligible for ITC: 

Case I: Out of 100 invoices, 80 invoices involving GST of ` 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, 95 invoices involving GST of ` 9.8 lakh have been uploaded by the 

suppliers in their respective GSTR-1s filed on the prescribed due date therefor. (Nov ’21) 
Answer 9 

Section 16(2) of the CGST Act, 2017 provides certain conditions for availing ITC wherein one of 

the conditions is that the taxpayer must be in possession of the tax invoice or other tax paying 

document in respect of which he is claiming the ITC. Rule 36 of the CGST Rules, 2017 lays down 

the documents and other conditions basis which the registered person can claim ITC. Sub-rule (4) 

of rule 36 of the CGST Rules, 2017 stipulates that 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. 

In accordance with the aforesaid provisions, given two cases have been analysed as under: 

Case I 

ITC to be claimed by Mr. Vijay in his GSTR-3B for the month of October to be filed by 20th 

November will be computed as under- 

Invoices Amount of ITC involved 

in the invoices (`) 

Amount of ITC that can 

be availed (`) 

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 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 ` 0.3 lakh [5% of ` 6 lakh]. 

Case II 
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ITC to be claimed by Mr. Vijay in his GSTR-3B for the month of October to be filed by 20th 

November will be computed as under- 

Invoices Amount of ITC involved 

in the invoices (`) 

Amount of ITC that can 

be availed (`) 

In respect of 95 invoices 

uploaded in GSTR-1 

9.8 lakh 9.8 lakh 

[Refer Note 1 below] 

In respect of 5 invoices 

not uploaded in GSTR-1 

0.2 lakh 0.2 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. 

(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 [` 0.2 lakh] in respect of 5 invoices not uploaded in GSTR-1 does not 

exceed  5%  of the eligible ITC in  respect of  invoices uploaded in GSTR-1s   [` 0.49 

lakh (5% of ` 9.8 lakh)], actual amount of ITC can be availed. 
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Chapter 8 
 

 Input Tax Credit 

Question 1 

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 (Rs.) 

(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 Rs. 4,00,000 and 

claimed depreciation of Rs. 44,800 (@ 10%) on the full amount 

of Rs. 4,48,000 under Income Tax Act, 1961. 

 

48,000 

Other Information:- 

(i) In the month of September, 20XX, of previous financial year, PQR Company  Ltd.  

availed input tax credit of Rs. 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. (9 

Marks May ‘20) 

Answer 1 

Computation of Input Tax Credit (ITC) available with PQR Ltd. for the month of April, 20XX 

 

Particulars Rs. 

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 
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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 challan 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 IGST Act, 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. 

 

Question 2 

ABC Company Ltd. of Bengaluru is a manufacturer and registered supplier of machine. It has 

provided the following details for the month of November, 2019. 

Details of GST paid on inward supplies during the month: 

 

Items GST paid 

(`) 

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 
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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 (`) 

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) Service of hiring of machine 12% 

(ii) 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, 2019 by giving necessary explanations for treatment of various items. 

Note: Opening balance of input tax credit  is Nil. (14 Marks Oct ‘20) 

Answer 2 

Computation of net GST payable by ABC Company Ltd. 

 

Particulars GST payable 

(`) 

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, 2019 

 

Particulars GST (`) 

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, 201 7. Therefore, ABC Company Ltd. will be entitled to ITC of raw materials on 
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receipt of second installment in December, 2019. 

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. 

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 

Service 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. 

 

Question 3 

Laxmi Company Ltd., a registered supplier of Bengaluru (Karnataka), is a manufacturer of 

goods.  The company provides the following information pertaining to GST paid on inward 
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supplies during the month of April (current financial year): 

 

S. 

No. 

Items GST paid 

in (Rs.) 

(i) Life Insurance premium paid by the company for the life insurance 

of factory employees as per the policy of the company. There is no 

legal obligation for such insurance for employees. 

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 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 Rs. 4,00,000 and claimed 

depreciation of Rs. 44,800 (@ 10%) on the full amount of Rs. 

4,48,000 under Income Tax Act, 1961 

48,000 

Other information: 

(1) In the month of September of previous  financial year,  Laxmi  Company Ltd. availed 

ITC of  Rs. 2,40,000 on purchase of raw material which was directly sent to job worker's 

premises  under a challan on 25th September (previous financial year). The said raw 

material has not been received back from the job worker up to 30th April (current 

financial year). 

(2) All the above inward supplies except at S. No. (iii) above have  been  used  in  the  

manufacture of taxable goods. Inward supplies at S. No. (iii) above have been used in 

the manufacture of exempt goods. 

Compute the amount of net ITC available with Laxmi Company Ltd. for the month of 

April with necessary explanations for the treatment of various items as per the 

provisions of the CGST Act. Subject to the information given above, assume that all the 

other  conditions  necessary  for  availing ITC have been fulfilled. (9 Marks April ‘21) 

Answer 3 

(a) Computation of ITC available with Laxmi Company Ltd. for the month of April 

 

Particulars ITC 

(Rs.) 

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 supply [Note 3] 50,000 

Work contractor’s service [Note 4] 30,000 

Capital goods purchased in respect of which depreciation is claimed on the 

tax component [Note 5] 

Nil 

Goods sent to job worker’s premises [Note 6] - 

Total ITC available 80,000 

Notes: 
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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.  Since 

it is  not obligatory for the employer in the instant case and thus, the ITC thereon is 

blocked [Second proviso to section 17(5)(b) of the CGST Act, 2017]. 

2) ITC cannot be taken since invoice is missing and delivery challan is not a valid document 

to avail ITC [Section 16(2)(a) 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(2) of the IGST Act]. 

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 [Sub-sections (2) and 

(3) of section 19  of the CGST Act, 2017]. 

Hence, the ITC taken by Laxmi Company Ltd. in the month of September last year  is  valid 

and since one year period has yet not lapsed in April, there will be no tax liability on such 

inputs. 

Question 4 

Pari Ltd. of Jodhpur (Rajasthan) is a registered manufacturer of cosmetic products. Pari Ltd. 

has furnished following details for a tax period: 

Particulars (`) 

Details of Outward 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 

Details of expenses  

(i) Raw materials purchased from registered suppliers located in Rajasthan 1,06,250 

(ii) Raw materials purchased from unregistered suppliers located in 

Rajasthan 

37,500 

(iii) Raw materials purchased from Punjab from registered supplier 1,00,000 

(iv) Integrated tax paid on raw materials imported from USA 22,732 

(v) Consumables purchased from registered suppliers located in Rajasthan 

including high speed diesel (Excise and VAT paid) valuing ` 31,250 for 

running the machinery in the factory 

1,56,250 

(vi) Monthly rent for the factory building to the owner in Rajasthan 1,00,000 

(vii) Salary paid to employees on rolls 6,25,000 
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(viii) 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 opening balance of ITC with Pari Ltd. for the given tax period 

is - CGST ` 20,000 

SGST ` 15,000 

IGST ` 15,000 

 

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 ITC have been complied with by Pari Ltd., 

wherever applicable. 

Compute (i) ITC available with Pari Ltd. for the tax period; and (ii) Net GST payable [CGST, SGST 

or IGST, as the case may be] from Electronic Cash Ledger by Pari Ltd. for the tax period. (14 

Marks Oct 21) 

Answer 4 

Computation of ITC available with Pari Ltd. 
 

S. 

No. 

Particulars Eligible input tax credit 

CGST 

(`) 

SGST 

(`) 

IGST 

(`) 

1. Raw Material    

Purchased from local registered suppliers [Note 

1(i)]  (` 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 20,000 15,000 15,000 

Total ITC [Note 7] 67,812.50 62,812.50 55,732 

Computation of net GST 

payable 
 

Particulars CGST 

(`) 

SGST 

(`) 

IGST 

(`) 
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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: 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. 

(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  ITC on such raw material. 

(iii) IGST paid on imported goods qualifies as input tax in terms of section 2(62).  Therefore,  

credit of IGST paid on imported raw materials used in the course or furtherance of  

business  is available in terms of section 16. 

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). 

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). 

 

Question 5 

SNP Pvt. Ltd., Coimbatore, Tamil Nadu, exclusively manufactures and sells product ‘Z’ which is 

exempt from GST vide notifications issued under relevant GST legislations. The company sells 

product ‘Z’ only within Tamil Nadu and it not registered under GST. Further, all the inward 

supplies of the company are taxable under forward charge. 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 1 st July.  The  purchase 

price of such capital goods was ` 20 lakh exclusive of GST @ 18%. 

However, effective from 1st November, exemption available on ‘Z’ was withdrawn by the Central 

Government and GST @ 12% was imposed thereon. The turnover of  the company  for the half  
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year ended on 30th September was ` 50 lakh. The Board of Directors of SNP Pvt. Ltd. wants to 

know whether they have to register under GST? Advice SNP Pvt. Ltd. on the above issue with 

reference to the provisions of GST law. (4 Marks Nov 21) 

Answer 5 

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 the CGST Act, 2017. 

In the given case, the turnover of the company for the half year ended on 30 th September is ` 50 

lakh which is more than the applicable threshold limit of ` 40 lakh. Therefore, as  per section 22,  

the company will be liable to registration. However, since SNP Pvt. Ltd. supplied exempted goods  

till 31st October, 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 1st November  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), the aggregate turnover limit of ` 40 lakh 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 

1st November (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 ` 40 lakh from 1st  November  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). 
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Chapter 6  
 

Input Tax Credit 

Question 1 

X, a manufacturer of roofing sheets, has total input tax credit of ` 1,60,000 as on 30-06-2018. 

He provides the following other information pertaining to June 2018: 

(1) Input tax on raw materials in June is ` 40,000. 

(2) Input tax on account of Harvest caterers in connection with his Housewarming is 

` 10,000. 

(3) Input tax on inputs contained in exempt supplies of ` 2 lakh in June is ` 20,000. 

(4) GST paid on cosmetic and plastic surgery of CEO of the company is ` 30,000. 

(5) Total turnover (interstate, taxable @ 18%) for the month of June 2018 is ` 60 lakh. 

Compute the ITC available and his output tax liability for the month of June 2018. (10 Marks 

May ‘19) 

Answer 1 

Computation of ITC available and output tax liability of X for June 2018 

 

Particulars Amount (`) 

Output tax liability for June 2018  

GST on taxable turnover for June 2018 10,80,000 

[Being inter-State supply, the same is leviable to IGST @ 18% 
= 

` 60,00,000 × 18%] 

 

Add: Ineligible ITC [Refer working note below] 

[ITC out of common credit, attributable to exempt supplies 

shall be added to the output tax liability in terms of rule 42 of 

the CGST Rules, 2017] 

1,290 

Total output tax liability 10,81,290 

Total ITC available as on 30.06.2018 1,60,000 

 

Working Note: 

Computation of ineligible ITC to be added to output tax liability 

Particulars Amount 

(`) 

Input tax on raw materials 

[Being used in the course or furtherance of business, input tax on 

raw materials is available as ITC and is credited to the Electronic 

Credit Ledger – Section 16(1) of the CGST Act, 2017] 

40,000 
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Input tax on catering for housewarming 

[ITC on outdoor catering is blocked in terms of section 17(5) of the 

CGST Act, 2017 if the same is not used for making an outward 

supply of outdoor catering or as an element of a taxable 

composite/mixed supply. Hence, the same is not credited to the 

Electronic Credit Ledger – Rule 42 of the CGST Rules, 2017] 

Nil 

Input tax on inputs contained in exempt supplies 

[Not available as ITC and thus, not credited to the Electronic 

Credit Ledger in terms of rule 42 of the CGST Rules, 2017] 

Nil 

Input tax on cosmetic and plastic surgery of CEO of company 

[ITC on cosmetic and plastic surgery is blocked in terms of section 

17(5) of the CGST Act, 2017 if the same are not used for making 

the same category of outward supply or as an element of a taxable 

composite/mixed supply. Hence, the same is not credited to the 

Electronic Credit Ledger – Rule 42 of the CGST Rules, 2017] 

Nil 

Total ITC credited to the Electronic Credit Ledger in terms of rule 

42 

40,000 

Common credit 

[ITC credited to Electronic Credit Ledger (` 40,000) – ITC 
attributable to inputs and input services intended to be used 
exclusively for effecting 

taxable supplies (Nil) – Rule 42 of the CGST Rues, 2017. 

40,000 

It has been assumed that input tax on raw materials is 

attributable to both taxable and exempt activity] 

 

ITC attributable towards exempt supplies 

[Common Credit x (Aggregate value of exempt supplies during the 

tax period / Total turnover during the tax period) – Rule 42 of the 

CGST Rules, 2017 

= ` 40,000 × ` 2,00,000/ ` 62,00,000 - (rounded off)] 

1,290 

Note: The information provided in the question leaves scope for multiple assumptions. The 

answer given above is based on one such assumption. Other assumptions can also be made 

to answer this question. 

 

Question 2 

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 
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(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 

(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 Nov ‘19) 
 

 

 

 

 

 

Answer 2 

Computation of tax payable in cash 
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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 

6,00,000 Nil Nil  

 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.] 

    

(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 
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(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 

(ii) Inter-State 

purchase of 

machinery 

Since the 

goods and 

services are 

used for 

effecting 

taxable 

supplies 

including 

zero

 rate

d 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  
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 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: In terms of section 49B of the CGST Act, 2017, full (100%) IGST credit of ` 2,90,000 must be 

utilized 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. 

 

 

Question 3 

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 
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(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  

(5 Marks Nov 20) 

Answer 3 

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 services5 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 non- body 

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%.] 

-   

(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 
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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 

 - - 

 

Question 4 

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 Nov ‘20) 

Answer 4 

Computation of the amount of credit distributed14 by the ISD to various units of the company 

Particulars Mumbai Unit Bangalore Unit Hyderabad 
Unit 

Trivandrum 
Unit 

CGS

T 

(`) 

SGS

T 

(`) 

IGS

T 

(`) 

CGS

T 

(`) 

SGS

T 

(`) 

IGS

T 

(`) 

CGS

T 

(`) 

SGS

T 

(`) 

IGS

T 

(`) 

CGS

T 

(`) 

SGS

T 

(`) 

IGS

T 

(`) 

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  
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– ` 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 

lakh15 × 12%)] on account 

of debit note received16 

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 unit17 

9% of (` 118 lakh18 × 

100/118) 

         9 9  

Total ITC apportioned to 

each unit 

0 0 2.

4 

0 0 2

4 

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  

 

Question 5 

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 
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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 Nov ‘20) 

Answer 5 

(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. 

Question 6 

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 excluding 

driver. Subject to the information given above, all the conditions necessary for availing the 

ITC have been fulfilled. (5 Marks Jan 21) 

Answer 6 

Computation of ITC available with ABC Ltd. for the month of September, 2020 

Particulars GST paid 

(`) 
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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 factory4 

[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 
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Chapter 10  
 

Payment of Tax 

Question 1 

In respect of a consignment supplied on 20th August, provisional assessment was resorted  to. 

The assessment was finalized on 20th November and the taxpayer became liable to pay 

differential IGST of ` 10,000/-. The taxpayer paid this amount on 20th February next year.  The 

number of days for which the taxpayer is liable to pay interest are-(Nov 20) 

(a) 184 days 

(b) 153 days 

(c) 92 days 

(d) 204 days 

Answer 1 

The Answer is  (b) 
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Chapter 12  

 

Payment of Tax 

Question 1 

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)  (2 Marks Oct ’19) 
Answer 1 

The Answer is the (d) 

 

Question 2 

A taxable person has mistakenly paid CGST and  SGST  for  an  inter-State  supply. Subsequently, 

when he discovers the same, can he adjust the IGST liability against the wrongly paid CGST and 

SGST? (3 Marks Oct ’19) 

Answer 2 

Section 77, inter  alia, 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 in such manner and subject to such 

conditions as  may be prescribed. The IGST liability cannot be adjusted against the CGST and 

SGST wrongly paid. 

 

Question 3 

Raman Row, a registered supplier under GST in Mumbai, Maharashtra is directed by Nero 

Enterprises, Kolkata, West Bengal to deliver goods valued at ` 12,00,000 to Fabricana of 

Aurangabad in Maharashtra. Raman Row makes out an invoice at 9% tax rate under CGST and 

SGST respectively (scheduled rate) and delivers it locally in Maharashtra. 
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Discuss and comment on the above levy of tax and determine the tax liability  of goods in  the  

above circumstances. (5 Marks Oct ‘20) 

Answer 3 

The supply between Raman Row (Mumbai, Maharashtra) and Nero Enterprises (Kolkata, West 

Bengal) is  a bill to ship to supply where the goods are delivered by  the supplier [Raman Row] 

to     a recipient [Fabricana (Aurangabad, Maharashtra)] or any other person on the direction 

of a third person [Nero Enterprises]. In  such a case, it is  deemed that the said third  person 

has recei ved  the goods and the place of supply of such goods is the principal place of business 

of such person [Section 10(1)(b) of IGST Act, 2017]. 

Accordingly, the place of supply between Raman Row (Mumbai, Maharashtra) and  Nero 

Enterprises (Kolkata, West Bengal) will be Kolkata and  thus, it will be an inter-State supply 

liable   to IGST. Hence, Raman Row should charge 18% IGST on ` 12,00,000, which comes out 

to` 2,16,000. 

This situation involves another supply between Nero Enterprises (Kolkata, West Bengal) and 

Fabricana (Aurangabad, Maharashtra). The place of supply in this case will be the location of 

the goods at the time when the movement of goods terminates for delivery to the recipient 

i.e., Aurangabad, Maharashtra in terms of section 10(1)(a) of IGST Act, 2017. Thus, being an 

inter- State supply, the same will also be chargeable to IGST. 

 

Question 4 

Shubi Enterprises is entitled for exemption  from  tax  under  GST  law.  However,  it collected 

tax from its buyers worth Rs. 50,000 in the month of August. It has not deposited the said 

amount collected as GST with the Government. You are required to brief to Shubi Enterprises 

the consequences of collecting tax, but not depositing the same with Government as provided 

under section 76 of the CGST  Act, 2017. (5 Marks April ‘21) 

Answer 4 

It is mandatory to  pay  amount, collected from  other  person representing tax  under  GST  law, 

to the Government. Every person who has collected from any other person any amount as 

representing the tax under GST law, 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. 

For any such amount not so paid, proper officer may issue  show cause notice(SCN)  for recovery  

of such amount and penalty equivalent to amount specified in notice. 

The proper officer shall, after considering the representation, if any,  made  by  the  person  on 

whom SCN is served, determine the amount due from such person and thereupon  such person 

shall pay  the amount so determined alongwith interest at the rate specified under  section 50  

of  the CGST Act, 2017 from the date such amount was collected by him to the date such amount 

is paid by him to the Government. 
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Payment of Tax 

Question 1 

Mr. George, a registered supplier of goods at Kerala who pays GST under regular scheme, has 

made the following transactions (exclusive of tax) during April 2018: 

 

Source Purchases (`) Sales (`) Tax Rate 

New Delhi 

Trivandrum 

5,00,000 

2,50,000 

10,00,000 

8,00,000 

18% 

9% each for SGST& CGST 

Total 7,50,000 18,00,000  

He has complied with all the conditions for availing the ITC and has the following ITC credit on 

01-04-2018: 

 

Source Taxes (`) Interest (`) Penalty (`) 

CGST 30,000 1500 500 

SGST 30,000 1500 500 

IGST 1,00,000 2000 500 

Compute the net CGST, SGST and IGST payable by Mr. George during April 2018 in cash? 

(9 Marks May ‘19) 

Answer 1 

Computation of net CGST, SGST and IGST payable in cash by Mr. George during April 

2018 

 

Particulars Amount 

(`) 

CGST @ 

9% (`) 

SGST @ 

9% (`) 

IGST @ 

18% (`) 

Sales made outside Kerala (New 

Delhi) – 

10,00,000   1,80,000 

[Being inter-State sale, the same is 

liable to IGST.] 
    

Sales made in Trivandrum 8,00,000 72,000 72,000  

Less: ITC available during April 

2018 for set off [Refer Working 

Note Below] 

 (52,500) 

CGST 

(52,500) 

SGST 

(1,80,000) 

  (10,000) 

IGST 

  

Net tax liability payable in cash  9,500 19,500 Nil 

Working Note: ITC available during April 2018 is computed as under: 

Opening balance of ITC  30,000 30,000 1,00,000 

Purchases from New Delhi 5,00,000   90,000 

[Being inter-State purchase, IGST     

would have been paid on it.]     
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Purchases from Trivandrum 2,50,000 22,500 22,500  

Total input tax credit  52,500 52,500 1,90,000 

Note: ITC of IGST has been utilized to pay IGST liability first and the balance ITC of 

IGST has been used to pay CGST liability. Interest and penalty paid are not available 

as credit.  

 

 

Question 2 

(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 Nov ‘20) 

 

Answer 2 

(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 ` 2,50,00019. 

(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. 
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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. 

 

Question 3 

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 Jan 21) 

Answer 3 

(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. 

Question 4 

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 
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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 

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 July 21) 

Answer 4 

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 

Question 5 

Discuss the liability of partners of firm to pay tax, interest and penalty under section 90 of the 

CGST Act, 2017. (4 Marks July 21) 

Answer 5 

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. 
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Offences & Penalties 

Question 1 

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

 fro

m 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 

` 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. (Nov ’19) 
(a) ` 2,88,000/- + Interest @ 18% 

 (b) ` 2,88,000/- + Interest @ 24%  

(c) 1,62,000/- + Interest  @ 24%  

 (d) 1,62,000/- +Interest @ 18%  

Answer 1 

 The Answer is (d) 

 

Question 2 

Inoba Bhave is engaged in supply of taxable services. He supplies some services in the 

month of April and collects IGST of  ` 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. 
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Therefore, he self-assesses his  tax  liability  at  `  15,50,000  and  pays  the  same  on  26th 

June. Determine the interest and penalty, if any, payable by Inoba Bhave. (May ’20) 
Answer 2 

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: 

= ` 15,50,000 × 18% × 37/365 = ` 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., ` 1,55,500 or (ii) ` 10,000, 

whichever is higher, 

is payable in terms of section 73(9) of the CGST Act, 2017. Therefore, penalty of 

` 1,55,500 will have to be paid by Inoba Bhave. 

 

Question 3 

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 ` 240 lakh as tax from its clients and deposits ` 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 ` 630 lakh as tax from its clients, but deposits  only  `  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? 

Note - It may be assumed that offences are proved in the court. (May ’20) 
Answer 3 

(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 ` 90 lakh (` 240 lakh  -  `  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 
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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. 

Since the amount of tax evaded by ‘Datukeshwar Dutt’ exceeds ` 500 lakh (` 630 lakh - 

` 120 lakh = ` 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. 

 

Question 4 

Answer the following questions: (Nov ’21) 

(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 4 

 

(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 
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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. 
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Chapter 21  

 

Offences & Penalties 

Question 1 

Sukanya, a registered supplier, failed to pay the  GST  amounting  to  Rs.  5,000  for  the  month  of 

January, 20XX. The proper officer imposed a penalty on  Sukanya  for  failure  to  pay tax.  Sukanya 

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. In this regard, which 

of the following statements is true? 

(a) Penalty is leviable on Sukanya  since the  breach is considered  as a  ‘minor breach’  only if 

amount of tax involved is less than Rs. 5,000 

(b) Penalty is not leviable on Sukanya since the breach is considered as a ‘minor breach’ if amount 

of tax involved is upto Rs. 5,000 

(c) Penalty is leviable on Sukanya  since the  breach is considered  as a  ‘minor breach’  only if 

amount of tax involved is Nil. 

(d) None of the above. (1 Mark Oct ’19) 

Answer 1 

The Answer is the   (a) 

Question 2 

In which of the following cases, compounding of offence is not allowed under section 138 of the 

CGST Act, 2017? 

(a) a person who has been allowed to compound once in respect of any of the offences 

specified in clauses (a) to (f) of section 132(1) of the CGST Act, 2017. 

(b) a person who has been convicted for an offence under GST law by a Court. 

(c) a person who has been accused of committing an offence under GST law  which  is  also  

an offence under any other law for the time being in force. 

(d) All the cases covered in (a), (b) and  (c) above (1 Mark May ‘20) 

Answer 2 

The Answer is  (d) 

 

Question 3 

In which of the following cases, compounding of offence is not allowed under section 138 of the 

CGST Act, 2017? 

(a) a person who has been allowed to compound once in respect of any of the offences 

specified in clauses (a) to (f) of section 132(1) of the CGST Act, 2017. 

(b) a person who has been convicted for an offence under GST law by a Court. 

(c) a person who has been accused of committing an offence under GST law  which  is  also  

an offence under any other law for the time being in force. 
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(d) All the cases covered in (a), (b) and  (c) above(1 Mark April ‘21) 

Answer 3 

The Answer is  (d) 

Question 4 

Minimum and maximum limit for amount for compounding of offences under section 138 of 

the CGST Act, 2017 are: 

(a) Minimum: Higher of 50% of tax involved, or ` 10,000; Maximum:  Higher of  150% of  tax 

involved, or ` 30,000 

(b) Minimum: Lower of 50% of tax involved, or ` 10,000; Maximum: Higher of  150%  of  tax  

involved, or ` 30,000 

(c) Minimum: Higher of 50% of tax involved, or  ` 10,000; Maximum: Lower of 150% of  tax  

involved,  or ` 30,000 

(d) Minimum: Lower of 50% of  tax involved, or  ` 10,000; Maximum: Lower of 150% of tax 

involved,   or ` 30,000 (2 Marks Nov 21) 

 

Answer 4 

(a) Minimum: Higher of 50% of tax involved, or ` 10,000; Maximum: Higher of  150%  of  

tax involved, or ` 30,000 
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Offences & Penalties 

Question 1 

XYZ carries goods from Vadodara to Pune. 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. (4 Marks May ‘19) 

Answer 1 

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 XYZ4 

comes forward for payment of tax and penalty – 

= ` 80,000 × 18% (9% CGST and 9% SGST/UTGST) × 100%     = ` 14,400 

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%]5 

= ` 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. 

 

Question 2 

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 Nov ‘19) 

Answer 2 

A person accused of an offence is permitted to make an application for compounding of an 
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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. 

 

 

Question 3 

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 Nov ‘19) 

 

Answer 3 

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 

(a) 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 

(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 

 

Question 4 
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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 4 

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. 

 

 

Question 5 

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 Jan 21) 

Answer 5 

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 utilization of ITC/refund of tax; 

(c) Avails ITC using such invoice/bill referred to in clause (b); 

(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 24  
 

Valuation under Customs Act, 1962 

Question 1 

For the purposes of rule 7 (Deductive Value) of the Customs (Determination of Value of Imported 

Goods) Rules, 2007, determine the unit price in greatest aggregate quantity: 

A Ltd. makes two sales. In the first sale, 500 units are sold at  a  price  of `  95. In  the second 
sale, 400 units are sold at a price of ` 100. 

(a) 95 

(b) 100 

(c) Average of 95 and 100 i.e. (95+100)/2 = 97.5 

(d)   Insufficient data (Nov ’19) 
Answer 1 

The Answer is. (a) 

 

Question 2 

Compute export  duty from  the  following data: 

(i) FOB price of goods: US $ 50,000. 

(ii) Shipping bill presented electronically on 26.04.20XX. 

(iii) Proper officer passed order permitting clearance  and  loading  of  goods  for  export 

(Let Export Order) on 06.05.20XX. 

(iv) Rate of exchange and rate of export duty are as under: 

 

 Rate of 

Exchange 

Rate of Export 

Duty 

On 26.04.20XX 1 US $ = ` 70 10% 

On 06.05.20XX 1 US $ = ` 73 8% 

(v) Rate of exchange is notified for export by Central Board of Indirect  taxes  and Customs. 

(Nov ’19) 
Answer 2 

Computation of export duty 

 

Particulars Amount (US $) 

FOB price of goods [Note 1] 50,000 

 Amount (`) 

Value in Indian currency (US $ 50,000 x ` 70) [Note 2] 35,00,000 

Export duty @ 8% [Note 3] 2,80,000 

Notes: 

1. As per section 14(1) of the Customs  Act,  1962,  assessable  value  of  the  export  goods 

is the transaction value of such goods which is the price actually  paid  or payable for 
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the goods when sold for export from India for  delivery at the  time  and place of 

exportation. 

2. As per third proviso to  section  14(1)  of  the  Customs  Act,  1962,  assessable  value has 

to be calculated with reference  to  the  rate of exchange notified by the CBIC  on the 

date of presentation of shipping bill of export. 

3. As per section 16(1)(a) of the Customs Act, 1962, in case  of  goods  entered  for  export, 

the rate of duty prevalent on the date on which the proper officer makes an order 

permitting clearance and loading of the goods for exportation, is considered. 

 

Question 3 

Kankan Corp had imported a machine from USA for ` 365  lakh  on  payment  of appropriate customs 

duty in February. However, in July, the machine had to be sent back to the supplier for repair (not 

amounting to manufacture) from  the  factory  of  Kankan Corp. This machine was repaired and 

thereafter, re-imported by Kankan Corp  in  November next year.  The supplier has agreed to 

provide discount of 60% of the fair cost  of repairs, resulting in Kankan Corp paying USD 12,000. 

Following further particulars are available: (May ’20) 
 

Particulars Date Rate of 

Duty 

Inter Bank Exchange 

rate 

Rate notified 

by CBEC 

Bill of Entry 21st February 12% 61.40 62 

Aircraft arrival 26th 

February 

15% 62.50 63.25 

Integrated tax is leviable @ 12%. 

 Outwards (Amt. in `) Inwards (Amt. in `) 

Insurance 23,000 27,000 

Air Freight 93,500 1,06,500 

Determine total duty payable with appropriate notes for your computation assuming that 

Kankan Corp is not an EOU. 

Answer 3 

Notification No. 45/2017 Cus.  dated 30.06.2017  stipulates that in case of  re-importation of 

goods exported for repairs, duty is payable on fair cost  of  repairs  carried  out, insurance and 

freight charges - both ways, subject to fulfillment of following conditions:- 

(a) The time limit for re-importation is 3 years 

(b) The exported goods and the re-imported goods must be the same. 

(c) The ownership of the goods should not have changed. 

Since all the specified conditions are fulfilled in the given case, total duty payable will be 

computed as under:- 

Computation of total duty payable by Kankan Corp. 

Particulars  

Fair cost of repairs (in dollars) = $12,000/40% $ 30,000 

 ` 
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Fair cost of repairs (in rupees) 18,60,000.00 

= $30,000 × ` 62 [Note-1]  

Add: Inward and outward insurance [` 23,000 + ` 27,000] 50,000.00 

Add: Inward and outward air freight [` 93,500 + ` 1,06,500]   2,00,000.00 

Assessable Value 21,10,000.00 

Add: Basic customs duty (BCD) @15% [Note-2] 3,16,500.00 

Add: Social Welfare Surcharge @ 10% of BCD   31,650.00 

Value for computing IGST 24,58,150.00 

IGST @ 12% 2,94,978.00 

Total duty and tax payable 

= [` 3,16,500 + ` 31,650 + ` 2,94,978] 

6,43,128 

Notes: - 

1.   Rate of exchange notified by the CBEC on date of presentation of bill of entry would    be 

the applicable rate in terms of third proviso to section 14(1) of the Customs Act, 1962. 

2    Rate of duty is the rate in force on date of presentation of bill of entry or arrival of    

aircraft, whichever is later in terms of proviso to section 15(1) of the Customs Act, 1962. 

 

Question 4 

Rudraksh Manufacturers, Kolkata, is engaged in manufacturing the textile articles. It has decided 

to enhance its production capacity in the current year. Therefore, it imports a machine through 

vessel from George Inc., USA at a price of $ 31,650 (including transport charges from the factory of 

George Inc. upto US port of $ 2,500 and handling charges at  US port of $ 1,750). Rudraksh 

Manufacturers has provided the following additional information in respect of machine imported: 

 

S.No. Particulars Amount 

(i) Charges for design and engineering work undertaken for US $ 1,750 

 the machine in US  

(ii) Buying commission paid by Rudraksh Manufacturers US $ 150 

(iii) Freight charges from USA to India US $ 3,000 

(iv) Unloading and handling charges paid at the place of 

importation 

` 2,250 

(v) Exchange rate to be considered: 1$ = ` 60  

The actual insurance charges paid are not ascertainable. You are required to determine the 

assessable value of the imported machine under the Customs Act, 1962  from the  given 

particulars. (Nov ’20) 
Answer 4 

Computation of assessable value of imported goods 

Particulars Amount 

(US $) 

Price of the machine (including transport charges from  the  

factory of George Inc. upto US  port  and  handling  charges  

at US port) [Note-1] 

31,650 
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Add: Charges for design and engineering work  undertaken  

for the machine in USA [Note 2] 

1,750 

Buying commission [Note 3]   Nil 

FOB value 33,400.00 

Add: Freight charges up to India [Note-1] 3,000.00 

Insurance charges @ 1.125% of FOB [Note 4] 375.75 

CIF value 36,775.75 

Add: Unloading and handling charges paid at the place of 

importation [Note 5] 

  Nil 

Assessable value 36,775.75 

Assessable value in Indian rupees @ ` 60/ per $ ` 22,06,545 

Notes: 

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

delivery of the imported goods to the place of importation are includible in the 

assessable value [Rule 10(2)(a) of the Customs Valuation  (Determination of  Value  of 

Imported Goods) Rules, 2007 (CVR)]. 

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

the production of the imported goods is includible in the assessable value [Rule 

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

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

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

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

(5) By virtue of rule 10(2) of the CVR, only charges incurred for delivery of goods “to” the  

place  of   importation  are  includible  in   the  transaction  value. The loading, 

unloading and handling charges associated with  the delivery of  the imported goods at 

the place of importation are not to be added to the CIF value of the  goods. [Circular No. 

39/2017 Cus. dated 26.09.2017]. 

 

Question 5 

SGNA Industries Ltd. of Surat imported one machine through vessel from Japan, in the 

month of September and has furnished the following details:- (May ’21) 
 

S. No. Particulars Amount in Japanese 
Yen (¥) 

(i) Cost upto port of exportation incurred by exporter 5,00,000 

(ii) Loading charges at port of exportation 1,25,000 

(iii) Freight charges from port of export to port of 

import in India. 

50,000 

Following additional amounts paid by SGNA Industries Ltd.:- 

(i) Designing charges, necessary for such machine, paid to 

consultancy firm in Mumbai ` 9,50,000 

(ii) Commission paid (not the buying commission) to 
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local agent of exporter ` 50,000 

(iii) Actual landing charges paid at the place  of importation ` 20,000 

(iv) Actual insurance charges paid to the place of importation are not ascertainable. 

(v) Lighterage charges paid at the port of importation ` 30,000 

The rate of basic customs duty is 10% and rate of social welfare surcharge is 10%. Integrated 

tax leviable under section 3(7) of Customs Tariff Act, 1975 is 12%. The rate of exchange to be 

taken is 1 Japanese Yen (¥) = ` 0.68. Ignore GST compensation cess. 

You are required to compute the total customs duty, including integrated tax payable under 

section 3(7) of the Customs Tariff Act, 1975 with appropriate working notes. 

Answer 5 

Computation of assessable value of the imported goods 

 Japanese Yen 

Cost upto port of exportation 5,00,000 

Add: Loading charges at the port of exportation [Note-1] 1,25,000 

Total in Japanese Yen 6,25,000 

 ` 

Total in Indian rupees @ ` 0.68 per Japanese Yen 4,25,000.00 

Add: Commission paid to local agent of exporter [Note-3]    50,000.00 

FOB value as per customs 4,75,000.00 

Add: Freight charges from port of export to port of import in 

India [Note-1] 

[50,000 Japanese Yen × 0.68 = ` 34,000] 

34,000.00 

Add: Lighterage charges paid by the importer at port of 

importation [Note-1] 

30,000.00 

Add: Insurance charges @ 1.125% of FOB [` 4,75,000 × 

1.125%] [Note-4] 
    5,343.75 

CIF value 5,44,343.75 

Assessable Value (rounded off) 5,44,344 

Add: Basic customs duty @ 10% of ` 5,44,344 (rounded off) 

(A) 

54,434 

Add: Social welfare surcharge @ 10% of ` 54,434 (rounded off) 

(B) 

  5,443 

Total 6,04,221 

Add: Integrated tax @ 12% of ` 6,04,221 (rounded off) (C) 72,507 

Total custom duty and integrated tax payable [(A) +(B) + (C)] 

(rounded off) 

1,32,384 

Notes: 

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

delivery of the imported goods to the place of importation are includible in the 

assessable value [Rule 10(2) of the Customs Valuation (Determination of Value of 

Imported Goods) Rules, 2007 (hereinafter referred to as CVR)]. Further, explanation 

to rule 10(2), inter alia, clarifies that cost of transport of the imported goods includes 

lighterage charges. 
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(2) Design and engineering work is includible in the assessable value only when the same 

is undertaken elsewhere than in India and necessary for the production of the 

imported goods [Rule 10(1) of the CVR]. 

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

Commission paid to local agent of exporter is includible in the assessable value since 

it is not buying commission. 

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

FOB value of the goods [Rule 10(2) of the CVR]. 

 

Question 6 

Sapphire Enterprises imported some goods through vessel from USA in the month of April. 

The value of goods imported was ` 6,50,000. 

The date of entry inwards was 21st April (basic customs duty on said date was 10%). Further, 

Sapphire Enterprises filed bill of entry for home consumption on 25 th April (basic customs 

duty on said date was 20%). Applicable rate of integrated tax was 12% and social welfare 

surcharge was 10%. Ignore GST compensation cess. 

However, before inspection and clearance for home consumption, Sapphire Enterprises 

found that the goods had been damaged owing to negligence on part of proper officer of 

customs. The proper officer accepted that due to said damage, the value of the goods has 

come down to ` 4,00,000. 

Compute the total customs duty payable in the given case. (Nov ’21) 

 (a) ` 97,280 

(b)    ` 2,38,160 

(c)    ` 1,58,080 

(d)    ` 1,46,560 

Answer 6 

The Answer is (d) 

 

Question 7 

Sambhav Industries imported a machine for manufacturing steel equipment from George Inc., USA 

through vessel.  The cost of the said machine at the factory of  George Inc. is US $ 10,000.  George 

Inc. incurred the cost of US $ 500 for transporting the said machine from its factory to the port of 

New York and New Jersey from which the machinery was shipped for export to Mumbai port, India. 

It further paid US $ 50 as handling charges for loading the machine in the ship. 

You are required to determine the assessable value of the machine imported by Sambhav 

Industries under the Customs Act, 1962 taking into account the following additional information: 

(Nov 21) 

(i) Buying commission paid by  Sambhav Industries US $ 50 

(ii) Freight charges from port of New York and New Jersey 
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to Mumbai port US $ 1,000 

(iii) Exchange rate to be considered: 1$ = ` 70 

(iv) Actual insurance charges paid are not ascertainable 

(v) Lighterage charges paid by  Sambhav Industries at Mumbai port ` 12,000 

(vi) Unloading and handling charges paid at  Mumbai port ` 24,000 

 

Answer 7 

Computation of assessable value of the imported machine 

  US $ 

(i) Cost of the machine at the factory 10,000.00 

(ii) Transport charges up to port 500.00 

(iii) Handling charges at the port   50.00 

 FOB value in US $ 10,550.00 

  ` 

 FOB value in Indian rupees @ ` 70 per $ 7,38,500.00 

(iv) Freight charges up to India [US $ 1,000 × ` 70] 70,000.00 

(v) Insurance charges @ 1.125% of FOB [Note 1] 8308.13 

(vi) Lighterage charges paid by the importer [Note 2] 12,000 

(vi) Unloading and handling charges paid at Mumbai port 

[Note-3] 

  Nil 

 CIF/Assessable value 8,28,808.13 

 Assessable value (rounded off) 8,28,808 

Notes: 

(1) Insurance charges have been included @ 1.125% of FOB value of goods [Third proviso 

to rule 10(2) of the Customs Valuation (Determination of Value of Imported Goods) 

Rules, 2007]. 

(2) Cost of transport of the imported goods includes lighterage charges [Explanation to 

rule 10(2) of Customs Valuation (Determination of Value of Imported Goods) Rules, 

2007]. 

(3) As per rule 10(2) of the Customs Valuation (Determination of Value of Imported Goods) 

Rules, 2007, only charges incurred for delivery of goods “to” the place of importation are 

includible in the transaction value. Thus, loading, unloading and handling charges 

associated with the delivery of the imported goods at the place of importation are not 

to be added to the assessable value of the goods. 

(4) Buying commission is not included in the assessable value [Rule 10(1)(a)(i) of the 

Customs Valuation (Determination of Value of Imported Goods) Rules, 2007]. 
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Chapter 28 
  

Valuation under Customs Act, 1962 

Question 1 

From the  following  particulars, calculate total  customs duty and  integrated  tax payable: 

(i) Date of presentation of bill  of  entry:  20.6.20XX  [Rate  of  BCD  20%;  Inter-bank  

exchange rate: Rs. 61.60 and rate notified by CBIC Rs. 70]. 

(ii) Date of arrival of aircraft in  India: 30.6.20XX  [Rate  of BCD  10%; Inter-bank  exchange  

rate: Rs. 61.80 and rate notified by CBIC Rs. 73.00]. 

(iii) Rate of Integrated tax leviable under section 3(7) of  the  Customs  Tariff  Act:  12%.  

Ignore GST Compensation Cess. 

(iv) CIF value 2,000 US Dollars; Air freight 500 US Dollars, Insurance  cost  100  US  Dollars 

[Landing charges not ascertainable]. 

(v) Social Welfare Surcharge 10%. (5 Marks Oct ’19) 

Answer 1 

Computation of total customs duty and integrated tax payable 

 

Particulars  Amount 

CIF value  2000 US Dollars 

Less: Freight 500  

Insurance 100   600 US Dollars 

FOB Value  1400 US Dollars 

Add: Air Freight [Note1] 280  

Insurance (actual amount) 100   380 US Dollars 

 1780 US Dollars 

 Rs. 

Value @ Rs. 70.00 [Note 2] 1,24,600.00 

Assessable Value 1,24,600.00 

Basic Custom Duty @ 10% (a) [Note 3] 12,460.00 

Add: Social Welfare Surcharge @ 10% on 1,24,600 (b) 1,246.00 

Sub-total  1,38,306.00 

Integrated tax under section 3(7) (12% on Rs. 1,38,306) (c) 

[Note 4] 

16,596.72 

Total duty and integrated tax (a +b + c) (rounded off) 30,303 

Notes: 

(1) If the goods  are  imported  by air, the  freight cannot exceed  20%  of FOB price [Fifth 

proviso  to Rule 10(2) of the Customs (Determination of Value of Imported Goods) Rules, 

2007]. 

(2) Rate of exchange notified by CBIC on the date of presentation of bill of entry would be 

the applicate rate. [Proviso to Section 14(1) of the Customs Act, 1962]. 

(3) Rate of duty would be the rate as prevalent on the date of filing of bill of entry or arrival  
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of aircraft, whichever is later [proviso to section 15 of the Customs Act, 1962]. 

(4) Integrated tax leviable under section 3(7) of the  Customs  Tariff Act,  1975  is levied  on  

the sum total of the assessable value of the imported goods,  customs  duties  and  

applicable social welfare surcharge. 

 

Question 2 

Determine the customs duty payable under the Customs Tariff Act, 1975 including the  

safeguard duty of 30% under section 8B of the said Act with the following details available on 

hand: 

 

Assessable value of Sodium Nitrite imported  from  a  developing  

country from 26th February, 2017 to 25th February, 2018 (both days 

inclusive) 

Rs. 30,00,000 

Share of imports of Sodium Nitrite from  the  developing  country  

against total imports of Sodium Nitrite to India 

4% 

Basic custom duty 10% 

Integrated tax under section 3(7) of the Customs Tariff Act, 1975. 12% 

Social welfare surcharge 10% 

    Note: Ignore  GST compensation cess. (5 Marks Oct ’19) 

Answer 2 

Computation of customs duty and integrated tax payable thereon 

 

Particular Amount (Rs.) 

Assessable value of sodium nitrite imported 30,00,000 

Add: Basic custom duty @ 10% (Rs. 30,00,000 × 10%) 3,00,000 

Safeguard duty @ 30% on Rs. 30,00,000 [Safeguard duty is imposable in 

the given case since share of imports of sodium nitrite from the 

developing country is more than 3% of the total imports of sodium nitrite 

into India (Proviso to section 8B(1) of the Customs Tariff Act, 1975)] 

 

9,00,000 

Social welfare surcharge @ 10% x Rs. 3,00,000 30,000 

Total 42,30,000 

Integrated tax leviable under section 3(7) of Customs Tariff Act (Rs. 

42,30,000 × 12%) [Note] 

5,07,600 

Total customs dutypayable 

(Rs. 3,00,000 + Rs. 9,00,000+ Rs. 30,000+ Rs. 5,07,600) 

17,37,600 

Note: It has been clarified by DGFT  vide  Guidance  note  that value  for  calculation  of 

integrated tax shall also include safeguard duty amount. 

 

Question 3 

A material was imported by air at CIF price of 5,000 US$. Freight paid was 1,500 US$  and  

insurance cost was 500 US$. The banker realized the payment from  importer at  the  exchange 

rate of Rs. 71 per dollar. Central Board of  Indirect taxes and  Customs notified the exchange rate 

as Rs. 70 per US$. Find the value of the material for the purpose of levying customs duty . (5 



 

 

Chapter 28 Valuation under Customs Act, 1962 

28.3 

Marks May ‘20) 

Answer 3 

Computation of assessable value 

 

Particulars Amount 

CIF value 5000 US $ 

Less: Freight 1500 US $ 

Less: Insurance   500 US $ 

Therefore, FOB value 3000 US $ 

Assessable value for Customs purpose  

FOB value 3000 US $ 

 

Add: Freight (20% of FOB value) [Note 1] 600 US $ 

Add: Insurance (actual) 500 US $ 

CIF for customs purpose 4100 US $ 

Exchange rate as per CBIC [Note 2] Rs. 70 per US $ 

Assessable value (Rs. 70 x 4100 US $) Rs. 2,87,000 

Notes: 

1. If  the goods are imported by  air, the freight cannot exceed 20% of  FOB price [Fifth 

proviso  to rule 10(2) of the Customs (Determination of Value of Imported Goods) 

Rules, 2007]. 

2. Rate of exchange determined by CBIC is considered [clause (a) of  the  explanation  to  

section 14 of the Customs Act, 1962]. 

 

Question 4 

Compute the total duty and integrated tax payable under the Customs Law on an imported 

equipment based on the following information: 

(i) Assessable value of the imported equipment US $ 10,100 

(ii) Date of bill of entry is 25.4.2019. Basic customs duty on  this  date is 10%  and  exchange  

rate notified by the Central Board of Indirect taxes and Customs is US $ 1 = ` 72. 

(iii) Date of entry inwards is 21.4.2019. Basic customs duty on this date is 20% and  

exchange  rate notified by the Central Board of Indirect taxes and Customs is US $ 1 = 

` 70. 

(iv) Integrated tax: 12% 

(v) Social Welfare surcharge 10% 

Make suitable assumptions where required and show the relevant workings and round off your 

answer to the nearest rupee. 

Note: Ignore GST Compensation Cess. (5 Marks Oct ‘20) 

Answer 4 

Computation of total customs duty and integrated tax payable 
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Particulars ` 

Assessable value ($ 10,100 x 72) [Note-1] 7,27,200.00 

Add: Basic custom duty @ 10% [Note-2] 72,720.00 

Add: Social Welfare Surcharge @ 10% on ` 72,720 7,272.00 

Total 8,07,192.00 

Add: Integrated tax @ 12% [Note-3] 96,863.04 

Total Customs duty and integrated tax payable (rounded off to  

nearest rupee) 

1,76,855 

Notes: 

1. Rate of exchange notified by CBIC as prevalent on the date of filing of bill of entry 

would be the applicable rate [Proviso to section 14(1) of Customs Act, 1962]. 

2. Rate of duty would be the rate as prevalent on the date of filing of bill of entry or  

entry inwards whichever is later. [Proviso to section 15 of the Customs Act, 1962]. 

3. Integrated tax is levied on the sum total of the assessable value of the imported 

goods, customs duties and applicable social welfare surcharge. 

 

Question 5 

Determine the customs duty payable under the Customs Tariff Act, 1975 including the 

safeguard duty of 30% under section 8B of the said Act with the following details available on 

hand: 

Assessable value of Sodium Nitrite imported from a developing country 

from 26th February, 2019 to 25th February, 20209 (both days inclusive) 

` 30,00,000 

Share of imports of Sodium Nitrite from the developing country against 

total imports of Sodium Nitrite to India 

4% 

Basic custom duty 10% 

Integrated tax 12% 

Social welfare surcharge 10% 

Note: Ignore GST compensation cess. (5 Marks Oct ‘20) 

Answer 5 

Computation of customs duty and integrated tax payable thereon 

 

Particular Amount (`) 

Assessable value of sodium nitrite imported 30,00,000 

Add: Basic custom duty @ 10% (` 30,00,000 × 10%) 3,00,000 

Safeguard duty @ 30% on ` 30,00,000 [Safeguard duty is imposable in the 

given case since share of imports of sodium nitrite from the developing 

country is more than 3% of the total imports of sodium nitrite into India 

(Proviso to section 8B(1) of the Customs Tariff Act, 1975)] 

 

 

 

9,00,000 

Social welfare surcharge @ 10% x ` 3,00,000 30,000 

Total 42,30,000 
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Integrated tax (` 42,30,000 × 12%) [Note] 5,07,600 

Total customs duty payable 

(` 3,00,000 + ` 9,00,000+ ` 30,000+ ` 5,07,600) 

17,37,600 

Note: It has been clarified by DGFT vide Guidance note that value for calculation of 

integrated tax shall also include safeguard duty amount. 

 

Question 6 

Heron Manufacturers Ltd., registered in Mumbai (Maharashtra), is  a  manufacturer of  

cardboard  box. It imports a cardboard  box  making machine from USA.  Heron Manufacturers 

Ltd. enters into a contract with Garud 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, Heron Manufacturers Ltd. authorises Garud 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 Heron Manufacturers Ltd. which shall be reimbursed 

by Heron Manufacturers Ltd. to Garud Logistics on the actual basis in addition to agency 

charges. 

Garud Logistics provided following details: 

 

S. No. Particulars Amount (Rs.) 

(i) Agency charges 6,00,000 

(ii) Unloading of machine at Kandla port, Gujarat 65,000 

(iii) Charges for transport of machine from  Kandla port, 

Gujarat to  its Garud Logistics’ godown in Ahmedabad, 

Gujarat 

30,000 

(iv) Charges for transport of machine from Garud Logistics’ 
Ahmedabad godown to the warehouse of Heron Export 

Import House in Mumbai, Maharashtra 

33000 

(v) Prepared and submitted Bill of Entry and paid customs 

duty 

6,75,000 

(vi) Dock dues paid 35,000 

(vii) Port charges paid 40,000 

(viii

) 

Hotel expenses 60,000 

(ix) Travelling expenses 75,000 

(x) Telephone expenses 5,000 

Compute the value of supply made by Garud Logistics with the help of given information. 

Would your answer be different, if Garud Logistics has charged Rs. 25,00,000 as a lump sum 

consideration for getting the imported machine cleared from the customs station and bringing 

the same to the warehouse of  Heron Manufacturers Ltd.? (9 Marks March ‘21)  
Answer 6 

As per explanation to rule 33 of the CGST Rules, 2017, a “pure agent” means a person who- 
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(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, Garud Logistics has entered into a contractual agreement with recipient 

of supply, Heron 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,  Garud Logistics does  not hold any title to said services and does not use them 

for his own interest. 

Lastly, Garud Logistics receives only the actual amount incurred to procure such services 

in addition to agency charges. Thus, Garud 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. 

Since conditions (I) to (III) mentioned above are satisfied in the given case, expenses (ii) to 

(vii) incurred by Garud Logistics as a pure agent of Heron Manufacturers Ltd. shall be  

excluded from the value of supply. 

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

 

Particulars Amount 

(Rs.) 

Agency charges 6,00,000 

Add: Unloading of machine at Kandla port, Gujarat Nil 

Charges for transport of machine from Kandla port, Gujarat to its 

godown in Ahmedabad, Gujarat 

Nil 

Charges for transport of machine from Rudra Logistics’ Ahmedabad 

godown to the  warehouse  of  Heron  Export  Import  House  in 

Mumbai, Maharashtra 

Nil 

Customs duty Nil 

Dock charges Nil 
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Port charges Nil 

Hotel expenses 60,000 

Travelling expenses 75,000 

Telephone expenses   5,000 

Value of supply 7,40,000 

Yes, the answer would be different. If lump sum amount of  Rs.  25,00,000 is paid, then the 

value   of supply shall be Rs.  25,00,000 and tax  shall be charged on  value of supply, since 

individual  cost are not given. 

 

Question 7 

Ramlal Charitable Trust  imported 5,000 carpets  for charitable  distribution in India. The  Trust 

did not pay either for the cost of goods or for the design and development charges, which was 

borne  by the supplier. Customs officer computed its FOB value at USD 20,000 (inclu ding design 

and development charges), which was accepted by the Trust.  Other details obtained were as 

follows: 

 

Sl. No. Particulars Amount 

(Rs.) 

1. Freight paid (air) (in USD) 4,500 

2. Design & development charges paid in USA (in USD) 2,500 

3. Commission payable to an agent in India (in Rs.) 12,500 

4. Exchange rate notified by CBIC and rate of basic duty is as 

follows: 

Date of Bill of Entry BCD Exchange Rate 

10.05.2020 15% Rs. 70 

Date of arrival of aircraft BCD Exchange Rate 

20.05.2020 10% Rs. 75 

The inter-bank rate was 1 USD = Rs. 72 

 

5. Integrated tax 12% 

6. Social Welfare surcharge as applicable  

Compute the amount of total customs duty and integrated tax payable on importation of carpets. Make 

suitable assumptions where required. Working notes should form part of your answer. 

Note: Ignore GST Compensation Cess (5 Marks March ‘21) 
Answer 7 

Computation of total customs duty and integrated tax payable 

 

Particulars Amount 

FOB value computed by Customs Officer (including design and 

development charges) 

20,000 US $ 

Exchange rate [Note 1] Rs. 70 per $ 

 Rs. 
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FOB value computed by Customs Officer (in rupees) 14,00,000.00 

Add: Commission payable to agent in India 12,500.00 

FOB value as per customs 14,12,500.00 

Add: Air freight (Rs. 14,12,500 × 20%) [Note 2] 2,82,500.00 

Add: Insurance (1.125% of Rs. 14,12,500) [Note 3]     15,890.63 

CIF value for customs purposes 17,10,890.63 

Assessable value 17,10,890.63 

Add: Basic custom duty @ 10% (Rs.17,10,890.63× 10%) – rounded off 

[Note 4] 

1,71,089 

Add: Social Welfare surcharge @ 10% on Rs. 1,71,089 rounded off 17,109 

Total 18,99,089 

Integrated tax @ 12% (Rs.18,99,089× 12%) [Rounded off] [Note 5] 2,27,891 

Total customs duty and integrated tax payable 

(Rs. 1,71,089 + Rs. 17,109 + Rs. 2,27,891) 

4,16,089 

Note: 

1. Rate of exchange notified by CBIC on the date of filing of bill of entry has to be 

considered [Third proviso to section 14 of the Customs Act, 1962]. 

2. In case of goods imported by  air, freight cannot exceed 20% of FOB value [fifth proviso 

to  rule 10(2) of the Customs (Determination of Value of Imported Goods) Rules, 

2007]. 

3. Insurance charges, when not ascertainable, have to be included @ 1.125% of FOB 

value of goods [Third proviso to rule 10(2) of the Customs Valuation (Determination 

of Value of Imported Goods) Rules, 2007]. 

4. Rate of duty will be the rate in force on the date of presentation of bill of entry or on 

the date   of arrival of the aircraft, whichever is later [Proviso to section 15 of the 

Customs Act, 1962]. 

5. Integrated tax is levied on the sum total of the assessable value of the imported 

goods, customs duties and applicable social welfare surcharge. 

 

Question 8 

A material was imported by air at CIF price of 5,000 US$. Freight paid was 1,500  US$  and  

insurance cost was 500 US$. The banker realized the payment from  importer at  the  

exchange rate of  Rs. 71 per dollar. Central Board of  Indirect taxes and Customs notified the 

exchange rate  as Rs. 70 per US$. Find the value of the material for the purpose of levying 

customs duty. (5 Marks April ‘21) 

Answer 8 

Computation of assessable value 

Particulars Amount 

CIF value 5000 US $ 

Less: Freight 1500 US $ 

Less: Insurance   500 US $ 
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Therefore, FOB value 3000 US $ 

Assessable value for Customs purpose  

FOB value 3000 US $ 

Add: Freight (20% of FOB value) [Note 1] 600 US $ 

Add: Insurance (actual) 500 US $ 

CIF for customs purpose 4100 US $ 

Exchange rate as per CBIC [Note 2] Rs. 70 per US $ 

Assessable value (Rs. 70 x 4100 US $) Rs. 2,87,000 

Notes: 

1. If the goods are imported by  air, the freight cannot exceed  20%  of FOB price [Fifth  

proviso  to rule 10(2) of the Customs (Determination of Value of Imported Goods) 

Rules, 2007]. 

2. Rate of exchange determined by CBIC is considered [clause (a) of  the  explanation  to  

section 14 of the Customs Act, 1962]. 

 

Question 9 

ABC Industries Ltd. imports an equipment by air. CIF price  of  the  equipment  is  6,000  US$, freight 

paid is 1,200 US$ and insurance cost  is  1,800 US$.  The banker realizes  the payment  from importer 

at the exchange rate of ` 61 per US$. Central  Board  of  Indirect  taxes  and  Customs notifies the 

exchange rate as ` 70 per US$ while rate of exchange notified by RBI is ` 72 per US$. ABC 

Industries Ltd. expends ` 56,000 in India  for certain development activities  with respect to the 

imported equipment. 

Basic customs duty is 10%, Integrated tax is leviable @ 12% and social welfare surcharge is 10% on 

duty. Ignore GST Compensation Cess. 

You are required to compute the amount of total duty and integrated tax payable by  ABC  

Industries Ltd. under Customs law. (5 Marks Oct 21) 

Answer 9 

Computation of customs duty and integrated tax payable by ABC Industries Ltd. 
 

Particulars Amount 

CIF value 6,000 US $ 

Less: Freight 1,200 US $ 

Less: Insurance 1,800 US $ 

FOB value 3,000 US $ 

Add: Freight (20% of FOB value) [Note 1] 600 US $ 

Add: Insurance (actual) 1,800 US $ 

CIF 5,400 US $ 

Exchange rate as per CBIC [Note 3] ` 70 per US $ 

Assessable value = ` 70 x 5,400 US $ ` 3,78,000 

Add: Basic customs duty @ 10% ` 37,800 

Add: Social Welfare Surcharge @ 10% ` 3,780 

Sub-total ` 4,19,580 

Integrated tax @ 12% of ` 4,19,580[Note 5] ` 50,349.60 
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Total customs duty and integrated tax payable [`37,800 + ` 3,780 + 

` 50,349.60] 

` 91,929.60 

Total customs duty and integrated tax payable (rounded off) ` 91,930 

Notes: 

1. If the goods are imported by air,  the freight cannot  exceed 20% of  FOB price  [Fifth 

proviso to rule 10(2) of the Customs (Determination of Value of Imported Goods) 

Rules, 2007]. 

2. Rate of exchange determined by CBIC is considered [Clause (a) of the  explanation  to  

section 14 of the Customs Act, 1962]. 

3. Rule 10(1)(b)(iv) of the Customs Valuation (Determination of Value of  Imported  

Goods) Rules, 2007 inter alia  provides that value of development work undertaken 

elsewhere than    in India is includible in the value of the imported goods. Thus, 

development charges of ` 56,000 paid for work done in India have  not been included 

for the purposes of arriving at  the assessable value. 

4. Integrated tax is levied on the sum total of the assessable value of the imported goods, 

customs duties and applicable social welfare surcharge. 

 

Question 10 

BSA & Company Ltd. has imported a machine from U.K.  From the following particulars 

furnished  by it, arrive at the assessable value for the purpose of customs duty payable. 
 

 Particulars Amount 

(i) Price of the machine 10,000 U.K. Pounds 

(ii) Freight (air) 3,000 U.K. Pounds 

(iii) Engineering and design charges paid to a firm in U.K. 500 U.K. Pounds 

(iv) License fee relating to imported goods payable by the 

buyer  as a condition of sale 

20% of Price

 of machine 

(v) Materials and components supplied in UK by the buyer 

free of cost valued at ` 20,000 

 

(vi) Insurance paid to the insurer in India ` 6,000 

(vii) Buying commission paid by the buyer to his agent in U.K. 100 U.K. Pounds 

Other particulars: 

(i) Inter-bank exchange rate: ` 98 per U.K. Pound. 
 

(ii) CBIC had notified for purpose of section 14  of the Customs Act,  1962, exchange rate  of  ` 

100  per U.K. Pound. 

(iii) Importer paid ` 5,000 towards demurrage charges for delay in clearing the machine from 

the Airport. 

(Make suitable assumptions wherever required and show workings with explanations) (5 

Marks Nov 21) 

Answer 10 

Computation of assessable value of machine imported by BSA & Co. 
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Particulars Amount (£) 

Price of the machine 10,000 

Add: Engineering and design charges paid in UK [Note 1] 500 

Licence fee relating to imported goods payable by the buyer as a 

condition of sale (20% of Price of machine) [Note 1] 

 
2,000 

Total 12,500 

 Amount (`) 

Value in Indian currency [£12,500 x `100] [Note 2] 12,50,000 

Add: Materials and components supplied by the buyer free of cost 

[Note 1] 

20,000 

FOB 12,70,000 

Add: Freight [Note 3] 2,54,000 

Insurance paid to the insurer in India [Note 1]   6,000 

CIF value 15,30,000 

Assessable value 15,30,000 

Notes: 

1. Engineering and design charges paid in UK, licence fee relating to  imported goods 

payable  by the buyer as a condition of sale, materials and components supplied by the 

buyer free of cost and actual insurance charges paid are all includible in the assessable 

value [Rule 10 of the Customs (Determination of Value of Imported Goods) Rules, 

2007]. 

2. As per Explanation to section 14(1) of the Customs Act, 1962, assessable value should 

be calculated with reference to the rate of exchange notified by the CBIC. 

3. If the goods are imported by  air, the freight cannot exceed 20% of  FOB price  [Fifth 

proviso  to rule 10(2) of the Customs (Determination of Value of Imported Goods) 

Rules, 2007]. 

4. Buying commission is not included in the assessable value [Rule 10(1)(a) of the Customs 

(Determination of Value of Imported Goods) Rules, 2007]. 

5. Only ship demurrage charges on chartered vessels are included in  the cost of  transport 

of  the imported goods. Thus, demurrage charges for delay in clearing the machine 

from the Airport will not be includible in the assessable value [Explanation to Rule 10(2) 

of  the Customs (Determination of Value of Imported Goods) Rules, 2007]. 

 



 
 

Chapter 24 Valuation under Customs Act, 1962 

 

24.1 

Chapter 24 

Valuation under Customs Act, 1962 

Question 1 

Determine the total duties (duty, tax and cess) payable under Customs Act if Mr. Rao imported 

rubber from Malaysia at landed price of ` 25 lakh. It has been notified by the Central 

Government that share of imports of rubber from the developing country against total imports 

to India exceeds 5%. Safeguard duty notified on this product is 30%, rate of integrated tax u/s 

3(7) is 12% and rate of basic customs duty is 10%. (5 Marks May ‘19) 

 

Answer 1 

Computation of total duties payable under the Customs Act 

S. 

No. 

Particulars (`) 

1 Landed price1 25,00,000 

2 Add: Basic customs duty @ 10% 2,50,000 

3 Add: Safeguard duty @ 30% on ` 25,00,000 7,50,000 

4 Add: Social welfare surcharge (SWS) @ 10 % on ` 2,50,000 25,000 

 [While calculating SWS, safeguard duty is excluded]  

5 Add: Integrated tax 4,23,000 

 12% of ` 35,25,000 (` 25,00,000 + ` 2,50,000 + ` 7,50,000 +  

 ` 25,000)  

 [Integrated tax is levied on the sum total of the assessable 
value of 

 

 the imported goods, customs duties and applicable SWS]  

6 Total customs duties and tax payable 14,48,000 

 [` 2,50,000 + ` 7,50,000 + ` 25,000 + ` 4,23,000]  

 

Question 2 

Determine the Assessable value under customs law of an imported machine based on the 

following information: 

(1) Cost of machine 

(Contract price = ` 1,00,000, Revised price = ` 2,00,000, Negotiated & Agreed price = ` 

1,50,000) 

(2) Freight from the factory of the exporter to the port for shipment = ` 20,000 

(3) Freight incurred from port of entry to inland container depot = ` 60,000 

(4) Handling charges paid for loading the machine in the ship = ` 5,000 

(5) Demurrage charge paid at port = ` 30,000 

(6) Buying commission paid by importer = ` 5,000 

(7) Commission paid to local agent appointed by exporter = ` 1,000 

(8) Vendor inspection charges (not required under contract) = ` 8,000 (5 Marks 

May ‘19) 
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Answer 2 

Computation of assessable value of the imported machine under customs law 

 

Particulars (`) 

Cost of machine [Note-1] 1,50,000 

Add: Commission paid to local agent appointed by exporter 

[Note-4] 

1,000 

Add: Cost of transport, loading, unloading and handling charges 35,200 

associated with the delivery of the imported goods to the place 
of 

 

importation - 20% of FOB [Note-2 & 5]  

Add: Insurance @ 1.125 % of FOB [Note-3 & 5]      1,980 

Assessable value 1,88,180 

Notes: 

1. As per section 14 of the Customs Act, 1962, the value of the imported goods is the 

transaction value, i.e. the price actually paid or payable for the goods, which in this case is 

the negotiated and agreed price. 

2. The cost of transport, loading, unloading and handling charges associated with the delivery 

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

Further, where such cost is not ascertainable, it shall be 20% of the free on board (FOB) value 

of the goods which would also include demurrage charges3 [Rule 10(2) of the Customs 

Valuation (Determination of Value of Imported Goods) Rules, 2007]. 

3. Where insurance cost is not ascertainable, it shall be 1.125% of the free on board (FOB) value 

of the goods [Rule 10(2) of the Customs Valuation (Determination of Value of Imported 

Goods) Rules, 2007]. 

4. Buying commission is not includible in the assessable value. However, commission paid to 

local agent appointed by exporter is includible since it’s not a buying commission [Rule 10(1) 
of the Customs Valuation (Determination of Value of Imported Goods) Rules, 2007]. 

5. FOB value will be sum total of cost of machine, freight from factory of exporter to port for 

shipment, handling charges paid for loading the machine in the ship and commission paid to 

local agent appointed by exporter, which will be ` 1,76,000     
 
[(` 1,50,000 + ` 20,000 + ` 5000 + ` 1,000)]. 

6. Freight incurred from port of entry to Inland Container depot is not includible in assessable 

value [Rule 10(2) of the Customs Valuation (Determination of Value of Imported Goods) 

Rules, 2007]. 

7. Only the payments actually made as a condition of sale of the imported goods by the buyer 

to the seller are includible in the assessable value. Vendor inspection charges not required 

under contract are thus, not includible in the assessable value [Rule 10(1) of the Customs 

Valuation (Determination of Value of Imported Goods) Rules, 2007]. 

Note: In the above answer, demurrage charges have not been added separately in the cost 

of transport, loading, unloading and handling charges by taking a view that where 

unascertainable cost of transport etc. has been computed as 20% of FOB value, the same 

includes all elements of costs of transport. However, it is also possible to take an alternative 

view that actual demurrage charges should be separately added in the cost of transport by 
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virtue of explanation to rule 10(2) of the Customs Valuation (Determination of Value of 

Imported Goods) Rules, 2007 irrespective of whether the cost of transport has been 

computed as 20% of FOB value or on the basis of actual values. 

 

Question 3 

Mr. X has imported a machine from Japan in June, 2018 for ` 50 lakh. However, the machine was 

exported back in December, 2018 for repairs. The supplier has agreed to carry out the repairs 

as the machine was still in warranty period, which would normally take 6 months. The fair cost 

of the repairs will cost ` 10 lakh. In the meantime, Mr. X has requested the supplier to provide 

him another machine so that he can carry out his operations without hindrance. Acceding to 

the request, the supplier has provided him with another machine which was imported during 

February, 2019. The value of the new machine is ` 55 lakh. Freight charges incurred were ` 2 

lakh. You are required to compute the assessable value and total duty payable for the above 

transaction of replacement. 

Customs duty is 10% and IGST is 12%. Social Welfare Surcharge to be taken at 10%. 

(5 Marks Nov ‘19) 

 

Answer 3 

Computation of assessable value and total duty payable 

Special provisions relating to payment of concessional duty in  case of  re-importation of goods 

exported for repairs are not applicable in the given case as the goods exported for repairs and the re-

imported goods are not the same. 

Therefore, full customs duty will be payable on the machine received as replacement. 

 Amount (`) 

Value of new machine (FOB) 5 55,00,000 

Add: Freight charges6 2,00,000 

Insurance charges @ 1.125% of FOB [` 55,00,000 × 1.125%] 

[Insurance charges have been included @ 1.125% of FOB 

value since actual charges are not ascertainable] 

  61,875 

Assessable Value 57,61,875 

Add: Basic customs duty @ 10% of ` 57,61,875 (rounded off) (A) 5,76,188 

Social welfare surcharge @ 10% of ` 5,76,188 (rounded off) 
(B) 

  57,619 

Total 63,95,682 

Add: Integrated tax @ 12% of ` 63,95,682 (rounded off) (C) 7,67,482 

Total duty payable [(A) +(B) + (C)] (rounded off) 14,01,289 

 

Question 4 

Mr. X imported certain goods from a related person Mr. Q of US and transaction value has 

been rejected. Rules 4 and 5 of the Import Valuation Rules are found inapplicable as no 

similar/ identical goods are imported in India. Mr. X furnishes cost related data of imports 

and requests customs authorities to determine value accordingly as per rule 8. The  relevant 

data are 

1. Cost of materials incurred by Mr. Q $ 2000 

2. Fabrication charges incurred by Mr. Q $ 1000 
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3. Other chargeable expenses incurred by Mr. Q $ 400 

4. Other indirect costs incurred by Mr. Q $ 250 

5. Freight from Mr. Q 's factory to US port $ 250 

6. Loading charges at US port $ 100 

7. Normal net profit margin of Mr. Q is 20% of FOB 

8. Air freight from US port to Indian port $ 1,500 

9. Insurance from US port to Indian port $ 50 

10. Exchange rate ` 70 per $ 

The customs authorities are of the opinion that since value as per rule 7 can be determined 

at ` 4,00,000, there is no need to apply rule 8. 

Can the request of Mr. X be legally acceptable? If so, compute the assessable value under 

the Customs Act, 1962. (5 Marks Nov ‘19)  

Answer 4 

The value of the imported goods is determined under rule 8 of the Customs Valuation 

(Determination of Value of Imported Goods) Rules, 2007 (hereinafter referred to as Import 

Valuation Rules) if the same cannot be determined under the earlier rules. However, the order 

of application of rules 7 and 8 can be reversed at the request of  the importer and  with the 

approval of the proper officer. 

Thus, request of Mr. X for determination of value under rule 8 is legally acceptable if the same is 

also approved by the proper officer. 

Assuming that the request of Mr. X has been approved by the proper officer,  the assessable 

value of the imported goods under rule 8 will be the sum of- 

(a) the cost of materials and fabrication or other processing; 

(b) an amount for profit and general expenses 

(c) the cost or value of all other expenses under rule 10(2) of the said rules. 

 

Computation of assessable 

value 

Particulars Amount ($) 

Cost of materials 2,000 

Add: Fabrication charges 1,000 

Other chargeable expenses 400 

Other indirect costs    250 

Cost of the goods at Mr. Q’s factory 3,650 

Add: Net profit margin @ 20% of FOB, i.e. 25% of total cost 

Total cost till US port = Cost of the goods at factory + Freight 

from factory to US port and loading charges at US port = $ 

4,000 [$ 3,650 + $ 250 + $ 100] 

FOB value = Total cost till port + profit = $ 5,000 ($ 4,000 + 

$ 1,000) 

1,000 



 
 

Chapter 24 Valuation under Customs Act, 1962 

 

24.5 

Add: Freight & loading/unloading charges 

[In case of import by air, the cost of transport, loading, unloading 

and handling charges associated with the delivery of the 

imported goods to the place of importation are restricted to 20% 

of FOB value] 

1,000 

Insurance charges     50 

Assessable value 5,700 

 ` 

Assessable value in Indian Rupees (Exchange rate - Rs 70 per $) 3,99,000 

 

Question 5 

Detox Limited wants to import customized machine to be used in its business. Detox Ltd. 

provides the following further details: 

SI. No. Particulars Amount 

(1) Cost of the machine USD 15,000 

(2) Charges paid to canalising agent in India ` 25,000 

(3) Freight charges (Air) USD 1,500 

(4) Insurance charges USD 250 

(5) Basic customs duty 10% on 12.06.2020 and 

15% on 15.06.2020 

(6) Social welfare surcharge 10% 

(7) Integrated GST 12% 

(8) Date of Bill of Entry - 12.06.2020, Rate notified by CBIC -` 75 per USD, 

Rate notified by RBI- ` 76 per USD 

(9) Date of arrival of aircraft - 15.06.2020, Rate notified by CBIC - ` 77 per 
USD, Rate notified by RBI - ` 78 per USD 

You are required to compute the customs duty and integrated tax payable by  Detox Ltd.  on 

above import. (5 Marks Nov ‘20) 

Answer 5 

Computation of customs duty and integrated tax 

 

Particulars Amount 

Cost of machine USD 15,000 

 (`) 

Cost of machine in rupees @ ` 75 per USD 

[Rate of exchange notified by the CBIC on the date of  

presentation  of bill of entry] 

11,25,000.00 

Add: Charges paid to canalising agent in India 

[Includible in assessable value as it’s not a buying commission] 
  25,000.00 

FOB value as per customs 11,50,000.00 

Add: Air freight (USD 1,500 x ` 75) 

[Actual freight is added since it does not exceed 20% of FOB 

1,12,500.00 
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value] 

Add: Insurance (USD 250 x ` 75)   18,750.00 

Assessable value 12,81,250.00 

Add: Basic custom duty  @15% (rounded off) 

[Rate in force on the date of presentation of bill of entry or 

on the  date of arrival of aircraft, whichever is later.] 

1,92,188 

Add: Social Welfare Surcharge @ 10% of ` 1,92,188 (rounded 

off) 
  19,219 

Total 14,92,657 

Integrated tax @ 12% (rounded off) 1,79,119 

Total customs duties [` 1,92,188 + ` 19,219] 2,11,407 

Question 6 

ABC Trade International Limited has imported one machine from USA. It has given the 

following particulars: 

(i) Price of the machine 10,000 USD 

(ii) Freight paid (air) 2,500 USD 

(iii) Design and development charges paid to  supplier in USA 500 USD 

(iv) Commission payable to local agent of  exporter, paid by 14,000 ABC 

Trade International Limited 

(v) Date of bill of entry 24-10-2019 

- Rate of Basic Customs Duty (BCD) 10% 

- Exchange rate as notified by CBIC: ` 70 per USD 

- Inter-bank exchange rate on the date of bill of 

entry: ` 72 per USD 

(vi) Date of arrival of aircraft 20-10-2019 

- Rate of Basic customs duty (BCD) 20% 

- Exchange rate as notified by CBIC ` 68 per USD 

- Inter-bank exchange rate on the date of arrival 

of aircraft: `71 per USD 

(vii) IGST rate: 12% 

(viii) Insurance charges have been actually paid but details are not available. 

Compute the total customs duty and IGST payable by ABC Trade International Limited. 

Note: Ignore GST compensation cess and social  welfare surcharge. (5 Marks Jan 21) 

Answer 6 

Computation of customs duty and integrated tax 

 

Particulars Amount 

Price of machine USD 10,000 
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Add: Design and development charges paid to supplier in USA 

[since undertaken elsewhere than in India] 

USD 500 

Total USD 10,500 

Total in rupees @ ` 70 per USD 

[Rate of exchange notified by the CBIC on the date of 

presentation of bill of entry] 

7,35,000 

Add: Commission payable to local agent of exporter 14,000 

FOB value as per customs 7,49,000 

Add: Air freight @ 20% of FOB value 

[air freight restricted to 20% of FOB] 

1,49,800 

Add: Insurance 

@ 1.125% of FOB value [since actual not available] 

8426.25 

CIF value 9,07,226.25 

Add: Basic custom duty @10% (rounded off) 

[Rate in force on the date of presentation of bill of entry or on 

the date of arrival of aircraft, whichever is later.] 

 

90,723 

Total 9,97,949.25 

Integrated tax @ 12% (rounded off) 1,19,754 

Total customs duty and IGST payable 2,10,477 

Question 7 

Great Year Ltd. imported a offset printing machine from Germany for ` 5.00 crores and the bill 

of entry for home consumption was cleared in October, 2019 on payment of duty. However, 

due to certain technical glitches, the said machine could not be started functioning and the 

said machine was sent-back to  the  supplier  for  repairs  in  November, 2019. The 

manufacturer of machinery in Germany had made necessary repairs and had sent back the 

machine again to Great Year Ltd. 

Accordingly, Great Year Ltd. re-imported the machine without any re-manufacturing or 

reprocessing in March 2020. Since the machine was having manufacturing defect, the repairs 

were carried out by the machine manufacturer without charging any amount for the repairs. 

However, the fair cost of repairs carried out including cost of material consumed during repairs 

for ` 70 lakh, would have been ` 90 lakh. 

Actual insurance and freight charges incurred were ` 7.5 lakh each side from India to Germany 

and from Germany to India. Assume the rate of basic customs duty is  10%, social welfare 

surcharge is 10% and integrated tax is 18%. 

You are required to compute the amount of customs duty payable (if any) on re-importation 

of the machine. Make the necessary assumptions, if required. Also, provide the exemption, if 

any, with regard to re-importation of goods which had been  exported  for  repairs  abroad.

 (5 Marks Jan 21) 

Answer 7 

Duty payable on re-importation of goods which had been exported for repairs abroad is the 

duty of customs which would be leviable if the value of re-imported goods after repairs were 

made up of the fair cost of repairs carried out including cost of material s used in repairs 

(whether such costs are actually incurred or not), insurance and freight charges, both ways. 

However, following conditions need to be satisfied for availing this concession: 

(a) goods must be re-imported within 3 years, extendable by further 2 years, after their 

exportation; 
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(b) exported goods and the re-imported goods must be the same; 

(c) Ownership of the goods should not change. 

Since all the conditions specified above are fulfilled in the given case, the customs duty 

payable on re-imported goods will be computed as under: 

Particulars ` in lakh 

Value of goods re-imported after exports [` 90 lakh (including cost 

of materials) + (insurance and freight charges, both ways ` 7.5 × 2) 

lakh] 

105.000 

Add: Basic customs duty @ 10% (A) 10.500 

Add: Social welfare surcharge @ 10% on `10.5(B)   1.050 

Value for computing integrated tax 116.550 

Integrated tax @ 18% (` 117 lakh x 18%) - (C) 20.979 

Customs duty and integrated tax payable [(A) +(B)+ (C)] 32.529 

 

 

Question 8 

An importer imported a machine from Germany. The vessel carried the machine up to 

Chennai port and from the Chennai port the machine was transhipped to Kandla port. 

Determine the assessable value under Customs Act, 1962. Conversion to Indian rupees has 

already been done wherever required. 

S.No. Particulars Amount in 

rupees 

i Basic cost of the machine at the factory in Germany 2,00,000 

ii Transport charges of the machine from the factory in 

Germany to the load port for transportation to India 

10,000 

iii Loading and handling charges at the load port in Germany for 

loading the machine on the ship 

2,000 

iv Freight charges payable to the shipping company for 

transport to India 

10,000 

v Insurance charges paid but not ascertainable - 

vi Transhipment charges from Chennai to Kandla port 5,000 

vii Unloading and handling charges paid at Kandla port 2,000 

Provide brief note to support your conclusion  wherever required. (5 Marks July 21) 

 

Answer 8 

Computation of assessable value 
Particulars Amount (`) 

Cost of machine 2,00,000 

Add: Transport charges from factory in exporting country to load 

port 

10,000 

Add: Loading and handling charges at load port 2,000 

FOB value 2,12,000 

Freight charges for transport to India 10,000 
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Insurance charges 

[Insurance charges have been included @ 1.125% of FOB value of 

goods] 

 

  2,385 

Assessable value 2,24,385 

Note: Cost of transport, unloading and handling charges associated with transshipment of 

imported goods to another customs station in India is not included in the assessable value. 

 

Question 9 

 

Determine the customs duty payable under the Customs Tariff Act, 1975 including the  

safeguard duty of 25% under section 8B of the said Act with the following information 

made available by the importer: 

 

Assessable value of fibre granules imported from three developing 

countries during July 2020 

` 25,00,000 

Share of imports of fibre granules from three developing countries 

taken together against total imports of fibre granules to India 

10% 

Rate of basic customs duty 10% 

Rate of integrated tax 12% 

Rate of social welfare surcharge 10% 

(5 Marks July 21) 

 

Answer 9 

Computation of customs duty payable including the safeguard duty payable thereon 

 

Particulars Amount 

(`) 

Assessable value of fibre granules imported 25,00,000 

Add: Basic custom duty @ 10% (` 25,00,000 × 10%) 2,50,000 

Safeguard duty @ 25% on ` 25,00,000 

[Safeguard duty is imposable in the given case since share of 

imports of fibre granules from the three developing countries 

taken together exceeds 9% of the total imports of fibre granules 

into India.] 

6,25,000 

Social welfare surcharge @ 10% of ` 2,50,000 25,000 

Total 34,00,000 

Integrated tax (` 34,00,000 × 12%) 

[Value for calculation of integrated tax shall also include 

safeguard duty amount.] 

4,08,000 

Total customs duty payable 

` (2,50,000 +6,25,000+ 25,000+ 4,08,000) 

13,08,000 

 


