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1.1

Multiple Choice Questions
Question 1 �
Write the most appropriate answer to each of the following multiple choice questions by 
choosing one of the four options given. All questions are compulsory.
Total Marks: 12 Marks
Purvi, registered under GST in the State of Madhya Pradesh, is engaged in supplying a bouquet 
of taxable goods and services. She has undertaken following activities/transactions in the 
month of October in the current financial year:
(i)	 Donated some money to Divyaprakash Charitable Trust, Madhya Pradesh, in the memory 

of her late father. The Divyaprakash Charitable Trust constructed a room in the school 
run by it from such donation and wrote “Donated by Miss. Purvi in the memory of her 
father” on the door of the room so constructed.

(ii)	 Organized a seminar in Indore which was sponsored by WE-WIN Cricket Academy, an LLP. 
Purvi received a sponsorship fee of `1,50,000.

(iii)	 Bindusar Public School intended to distribute gift packages consisting of fountain pen, 
calculator and tape dispenser to its students on the occasion of Children’s Day. Therefore, 
it entered into a contract with Purvi on 28th October for supply of 2,000 packages at a 
single price of ` 250. Rates of GST for fountain pen, calculator and tape dispenser are 
5%, 12% and 18% respectively.

(iv)	 Received following payments during the month of October:
	 -	 earned ` 160,000 by performing at a western music concert in Indore
	 -	 earned ` 50,000 for renting of space for use as a Textile Emporium
	 -	 received ` 70,000 for supply of farm labour
(v)	 Supplied a machinery with a basic price of ` 45,000 (before TCS under Income Tax Act, 

1961). Tax collected at source under Income-tax Act, 1961 on said machinery is ` 2,500. 
Further, a subsidy of `50,000 is received from Green Foundation Pvt. Ltd for usage of 
green energy and the subsidy was linked to energy saved during the month.

All the amounts given above are exclusive of GST, wherever applicable.
Based on the facts of the case scenario given above, choose the most appropriate answer to 
Q. Nos. 1 to 5 below:-

1.	 Which of the following statements is correct with respect to the sponsorship fee received 
by Purvi?

	 (a)	 Tax on sponsorship services is payable by Purvi under forward charge.
	 (b)	 Tax on sponsorship services is payable by WE-WIN Cricket Academy under reverse 

charge.
	 (c)	 Sponsorship services are exempt from GST since services provided to a sports 

academy are exempt.
	 (d)	 Tax on sponsorship services is payable by Purvi under reverse charge.

	 Answer:
	 (b)	 Tax on sponsorship services is payable by WE-WIN Cricket Academy under reverse 

charge.
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2.	 Determine the nature of supply and the applicable rate of GST for the packages supplied 
by Purvi to Bindusar Public School.

	 (a)	 composite supply & applicable rate of GST is 12%
	 (b)	 mixed supply & applicable rate of GST is 18%
	 (c)	 composite supply & applicable rate of GST is 18%
	 (d)	 mixed supply & applicable rate of GST is 12%

	 Answer:
	 (b)	 mixed supply & applicable rate of GST is 18%

Question 2
Medhavi Industries, engaged in manufacturing of taxable goods, purchased cars for official 
use of its employees. Amount of GST paid on purchase of the cars amounted to ` 2,80,000. 
It also availed outdoor catering services for a marketing event organised for its prospective 
customers. Amount of GST paid on said services was `18,000. Compute the total amount of 
ITC that can be claimed by Medhavi Industries.
(a)	 ` 2,98,000 
(b)	 `18,000 
(c)	 `2,80,000
(d)	 Nil

Answer:
(d)	 Nil

Question 3
Write the most appropriate answer to each of the following multiple-choice questions by 
choosing one of the four options given. All questions are compulsory.
Sarabhai & Sarabhai Associates, a partnership firm registered under GST, is engaged in various 
types of business activities. It has provided the details of the following activities undertaken 
by it in the current financial year:
(i)	 It supplies taxable goods to Dhanush Enterprises at a price of ` 8,00,000 in the month 

of April, with a credit period of 1 month for payment. Thereafter, interest @ 12% p.a. 
is chargeable on the consideration. The payment is received from Dhanush Enterprises 
after the lapse of two months from the date of supply.

(ii)	 It enters into a contract for supply of 100 office chairs @ ` 15,000 with Ashoka Mart on 
21st August. Chairs are removed from the warehouse of Sarabhai & Sarabhai Associates 
on 5 th September along with the invoice of said date. Ashoka Mart has paid 30% of the 
total contract value on 21 st August; balance 70% is paid after delivery of chairs on 10th 
September.

(iii)	 In the month of October, it provides services by way of transportation of goods in a 
goods carriage by road to Fisheries Department of Government of India, registered 
under GST for the purpose of deducting tax at source and not for making any taxable 
supply. Sarabhai & Sarabhai Associates is a registered goods transport agency and charges 
`1,20,000 for the said services.

(iv)	 It also provides services of Direct Selling Agent to an NBFC located in Mumbai in the 
month of December for ` 50,000.

(v)	 It organises a business exhibition in the month of December for which it receives a 
sponsorship fee of ` 3,00,000 from Dhara Ltd.

(vi)	 It provides free gifts to each of its employees valuing ` 50,000 at the end of each 
financial year.
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(vii)	 It avails services of Dhruv Travel Agency for organizing a free vacation for its top 
performing employees in the month of December. GST of ` 50,000 is paid on the same. 
In the same month, it also pays GST of ` 20,000 on the membership of Rudraksh Fitness 
Centre taken for its CEO.

All the amounts given above are exclusive of taxes, wherever applicable. All conditions for 
availing ITC are fulfilled subject to the information given above.
Based on the information provided above, choose the most appropriate answer for the 
following que stions-
1.	 Value of supply made to Dhanush Enterprises, assuming the interest on delayed payment 

to be exclusive of GST, is_________.
	 (a)  ` 8,00,000
	 (b)	 ` 8,08,000
	 (c)	 ` 7,92,000
	 (d)	 ` 8,16,000

	 Answer:
	 (b)	 ` 8,08,000

2.	 The time of supply of advance money of ` 4,50,000 received for supply of office chairs 
to Ashoka Mart is __________. For balance payment of ` 10,50,000 received, the time 
of supply is __________.

	 (a)	 21st August; 5th September
	 (b)	 5th September; 10th September
	 (c)	 21st August; 10th September
	 (d)	 5th September; 5th September

	 Answer:
	 (d)	 5th September; 5th September

3.	 Determine the value of outward supplies made by Sarabhai & Sarabhai Associates on 
which tax is payable under reverse charge.

	 (a)	 ` 1,20,000
	 (b)	 ` 50,000
	 (c)	 ` 1,70,000
	 (d)	 ` 3,00,000

	 Answer:
	 (d)	 ` 3,00,000

4.	 Free gifts of value of ` 50,000 provided by Sarabhai & Sarabhai Associates to each of its 
employee is:

	 (a)	 considered as supply of goods.
	 (b)	 considered as supply of services.
	 (c)	 exempt from GST.
	 (d)	 not a supply as per Schedule I of the CGST Act, 2017.

	 Answer:
	 (d)	 not a supply as per Schedule I of the CGST Act, 2017
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5.	 Sarabhai & Sarabhai Associates is eligible to claim input tax credit of _________ in the 
month of December.

	 (a)	 ` 50,000
	 (b)	 ` 20,000
	 (c)	 ` 3,70,000
	 (d)	 Nil	

	 Answer:
	 (d)	 Nil

6.	 ITC on __________is not blocked.
	 (a)	 trucks purchased by a company for transportation of its finished goods
	 (b)	 aircraft purchased by a manufacturing company for official use of its CEO
	 (c)	 general insurance taken on a car used by employees of a manufacturing company 

for official purposes
	 (d)	 cars purchased by a manufacturing company for official use of its employees

	 Answer:
	 (a)	 trucks purchased by a company for transportation of its finished goods

Question 4
Write the most appropriate answer to each of the following multiple-choice questions by 
choosing one of the four options given. All questions are compulsory.
Total Marks: 
Ms. Riya is engaged in providing various goods and services. She got registered under GST in 
the month of April of the current financial year under regular scheme.
She supplied a package to Dhruv Traders consisting of stapler, calculator and charger at a 
single price of ` 300 in the month of May. Rates of GST for stapler, calculator and charger are 
5%, 12% and 18% respectively.
She received following payments during the month of May:
-	 earned ` 160,000 by performing western music in a cultural event at a Resort
-	 earned ` 50,000 by providing services by way of renting of residential dwelling for use 

as a boutique to Supriya, an unregistered person.
-	 received ` 70,000 by way of rent for letting of agro machinery 
Ms. Riya made a supply during June, details of which are as follows-
-	 Basic price of the product before TCS under Income-tax Act, 1961– ` 45,000
-	 Tax collected at source under Income-tax Act, 1961 – ` 2,500
-	 She received a subsidy of ` 3,500 from Green Foundation Pvt. Ltd. for usage of green 

energy and the subsidy was linked to the units of energy and not aforesaid product.
Ms. Riya provides the following information regarding receipt of inward supplies during July-
-	 received invoice for goods having GST component of ̀  30,000. Goods were to be delivered 

in 5 lots, out of which first three lots were received in the current month.
-	 purchased a car having GST component of ` 1,50,000 for imparting training on driving 

such motor vehicles.
-	 availed health insurance service for her employees and paid GST of ` 7,000 thereon. 

Health insurance service is being provided voluntarily by Ms. Riya and not mandated by 
any law.

	 All the amounts given above are exclusive of taxes, wherever applicable. Further, all the 
supplies referred above are intra-State supplies unless specified otherwise. Conditions 
necessary for claiming input tax credit (ITC) have been fulfilled subject to the information 
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given above. The opening balance of input tax credit for the relevant tax period of Ms. 
Riya is Nil.

	 Based on the facts of the case scenario given above, choose the most appropriate answer 
to Q. Nos. 1 to 4 below:-

	
1.	 Out of payments received by Ms. Riya in month of May, value of exempt supply is	_ .
	 (a)	 ` 50,000
	 (b)	 ` 70,000
	 (c)	 ` 1,20,000
	 (d)	 ` 1,60,000

	 Answer:
	 (b)	 ` 70,000

2.	 Mr. Raghu avails services of Mr. Raja, a Chartered Accountant, as under-
	 (i)	 Audit of financial accounts of Mr. Raghu	 ` 55,000
	 (ii)	 Tax audit and annual accounts filing of Mr. Raghu	` 10,000
	 (iii)	 Income-tax return filing of Mr. Raghu ’s wife (salaried-return)	 ` 5,000
	 All the above amounts are exclusive of taxes and the applicable rate of GST on these 

services is 18%.
	 The accountant of Mr. Raghu has booked the entire expenses of ` 70,000 plus GST in the 

books of account. Mr. Raghu is eligible to take input tax credit of -
	 (a)	 ` 13,500
	 (b)	 ` 11,700
	 (c)	 ` 9,900
	 (d)	 ` 1,800

	 Answer:
	 (b)	 ` 11,700

Question 5.
M/s. Harsimran & Co., a registered supplier under GST, is dealing in supply of taxable goods 
in the State of Karnataka.
The firm had opted for Composition Scheme from April month of last financial year. It’s turnover 
crossed ` 1.50 Crores on 9th May of current financial year and had opted for withdrawal of 
composition scheme on the said date.
Harsimran & Co. removed goods on 10th June for delivery to Simran & Co. on ‘Sale or Return 
Basis’.
Simran & Co. accepted the goods vide its confirmation mail dated 15th December.
The firm has paid GST for various items during the month of August. It comprised of the 
following -
(a) 	 GST paid on input services intended to be used for personal purposes – ` 12,000
(b) 	 GST paid on purchase of Motor Vehicle for business use (being a two-wheeler having 

engine capacity of 25CC) – ` 9,000
(c) 	 GST paid on purchase of computer – ` 19,000
	 (GST portion was included as part of cost to claim depreciation under Income-tax Act, 

1961)
During May, Harsimran and Co. had reversed ITC of ` 10,000 for not making payment to 
Vendors within the time prescribed under CGST Act, 2017. This pending payment was cleared 
in the month of August.
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Out of purchases made and ITC availed during earlier months, the following information is 
made available as on September:

Supplier Name Payment is due for
(Number of days)

Related ITC Component

XYZ 165 ` 13,000
ABC 199 ` 15,000
PQR 99 ` 20,000

Harsimran & Co received accounting services from Ekam & Co., an associated enterprise, 
located in Sri Lanka. Ekam & Co. issued invoice for the service on 1st September, which was 
entered by Harsimran & Co. in its book on 10th October. But payment was made on 30th 
September.

All the supply referred above is intra-State unless specified otherwise. Conditions applicable 
for availment of ITC are fulfilled subject to the information given above.
Based on the information provided above, choose the most appropriate answer for the 
following questions [1.1 -1.5]-

1.1 	 Harsimran & Co. needs to furnish a statement containing details of stock of inputs/ 
inputs held in semi-finished / finished goods on the withdrawal of composition scheme 
by ______

	 (a) 9th May
	 (b) 23rd May
	 (c) 8th June
	 (d) 7th July

	 Answer:
	 (c) 8 th June

1.2 	 In respect of the goods sent on sale or return basis, Harsimran & Co. shall issue the 
invoice by________

	 (a) 10th June
	 (b) 10th September
	 (c) 10th December
	 (d) 15th December

	 Answer:
	 (c) 10th December

1.3 	 Determine the amount of eligible input tax credit that can be availed by Harsimran & Co 
for the month of August?

	 (a) Nil
	 (b) ` 19,000
	 (c) ` 22,000
	 (d) ` 50,000

	 Answer:
	 (b) ` 19,000
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1.4 	 Compute the amount of ITC to be reversed for the month of September? Ignore interest 
liability, if any.

	 (a) 	 Nil
	 (b) 	 ` 28,000
	 (c) 	 ` 15,000
	 (d) 	 ` 13,000

	 Answer:
	 (c) ` 15,000

1.5 	 Time of supply in respect of service imported by Harsimran & Co from its Associated 
Enterprise is ___________

	 (a) 1st September
	 (b) 30th September
	 (c) 1st October
	 (d) 10th October

	 Answer:
	 (b) 30th September

Question 6.
Mr. Lala is engaged in supply of tiles and marbles in the State of Telangana. He is not registered 
under GST. He commenced his business from the month of July.
He availed godown construction services for business from his brother-in-law who was 
dependent on him. He also availed professional consultancy services for the purpose of 
business from his son who is a Company Secretary and his son is not dependent on him. Mr. 
Lala did not pay anything for both the services as both of them were his relative / family 
member respectively.
On the basis of advice of his son, Mr. Lala made the supply of tiles within his State only. His 
turnover reached to ` 7 lakh as on 31st October. However, he planned to expand his business 
to other States, since he has received decent orders from other States also.
During the month of December, he received a consignment of tiles from Rajasthan through 
Prompt Carriers, a goods transport agency based in the State of Rajasthan. Goods were 
dispatched by the supplier on ‘to-pay’ basis for freight. Freight charges were ` 50,000 and 
the said GTA pays GST @ 12%. Mr. Lala paid the invoice amount in the month of December 
itself. This was an inter-State transaction.
During the month of January, Mr. Lala made his first inter-State supply to Tamil Nadu on 4th 
January. His turnover before making such supply was ` 15 lakh.
Value of such inter-state supply was ̀  4,50,000, exclusive of taxes. Payment for the said inter-
State supply was received on 28th February. Invoice was raised by Mr. Lala on 25th January.
All the figures given above are exclusive of taxes wherever applicable.
Based on the information given above, choose the most appropriate answer for the following 
questions-
1.1	 In respect of services availed by Mr. Lala, which of the following is a correct statement?
	 (a)	 Godown construction service availed from his brother-in-law free of cost is 

considered as a deemed supply
 	 (b)	 Professional service availed from his son free of cost is considered as a deemed 

supply
	 (c)	 Neither of the services is a deemed supply
	 (d)	 Both services are deemed supply
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	 Answer:
	 (b)	 Professional service availed from his son free of cost is considered as a deemed 

supply

1.2	 Upto which limit of aggregate turnover, Mr Lala can continue to supply goods without 
registration within his state, if he does not procure any goods/services on which tax is 
payable under reverse charge mechanism?

	 (a)	 ` 20 lakh
	 (b)	 ` 40 lakh
	 (c)	 ` 10 lakh
	 (d)	 ` 150 lakh

	 Answer:
	 (a)	 ` 20 lakh

1.3	 What is the tax liability for the freight charges?
	 (a)	 ` 6000 of IGST under reverse charge
	 (b)	 ` 6000 of IGST under forward charge
	 (c)	 `3000 each under CGST and SGST under reverse charge
	 (d)	 Nil as it is exempt

	 Answer:
	 (d)	 Nil as it is exempt

Descriptive Questions
Question 7
(a)	 State with reasons, whether GST is payable in the following independent cases:-
	 (i)	 Services provided to recognized sports body as selector of national team.
	 (ii)	 Services provided by way of transportation of passengers in metered cab, through 

an electronic commerce operator.	 (2 x 2 Marks = 4 Marks)
(b) 	 Swaminathan started the business of supplying shoes in the State of Kerala from 1st 

April. He makes only intra-State supplies. His turnover for April - June quarter was ` 20 
lakh and for July - September quarter was ` 100 lakh. Further, one-fourth of his total 
turnover in each of the quarters was exempt from GST. Being eligible for composition 
scheme, Swaminathan got himself registered under the composition scheme with effect 
from 1st July.

	 You are required to compute the tax payable by Swaminathan under composition scheme 
assuming that he is a manufacturer. Will your answer be different if Swaminathan is 
trader.	�

Answer:
(a) (i) Services provided to a recognized sports body by an individual as a player, referee, 

umpire, coach or team manager for participation in a sporting event organized by a 
recognized sports body are exempt from GST vide Notification No. 12/2017 CT(R) dated 
28.06.2017. Thus, GST is payable in case of services provided to a recognized sports 
body as selector of national team.

(ii)  Service of transportation of passengers, with or without accompanied belongings, inter 
alia, by metered cabs are specifically exempt from GST vide Notification No. 12/2017 
CT(R) dated 28.06.2017. However, where such services are supplied though an electronic 
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commerce operator, said services are not exempt. Thus, GST is payable in the given 
case.

(b) 	 A registered person opting for composition levy for goods pays tax at the rates mentioned 
below during the current FY, in lieu of the tax payable by him under regular scheme:

Manufacturers, other than 
manufacturers of notified goods

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

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

	 Turnover prior to obtaining registration will not be considered for determining the 
turnover in a State/Union Territory.

	 Tax payable by Swaminathan under composition scheme is as follows: CGST = ` 100 lakh 
x 0.5% = ` 50,000

	 SGST = ` 100 lakh x 0.5% = ` 50,000
	 In case where Swaminathan is a trader, tax payable by him under composition scheme 

will be as follows:
	 CGST = ` 75 lakh (as 25% of turnover is exempt) x 0.5% = ` 37,500 
	 SGST = ` 75 lakh (as 25% of turnover is exempt) x 0.5% = ` 37,500

Question 8
Manmohan Textiles has to send cloth for dyeing to its job-worker. It wishes to know whether it 
needs to issue a tax invoice at the time of sending the goods to job-worker. You are required 
to advise it with reference to the provisions of the CGST Act.	�

Answer:
Manmohan Textiles has to issue a delivery challan and not a tax invoice at the time of sending 
the goods to job-worker. For the purposes of transportation of goods for job work, the 
consignor may issue a delivery challan, serially numbered, in one or multiple series, in lieu of 
invoice at the time of removal of goods for transportation, containing the following details, 
namely:-
(i)	 date and number of the delivery challan;
(ii)	 name, address and GSTIN of the consigner, if registered;
(iii)	 name, address and GSTIN/UIN of the consignee, if registered;
(iv)	 Harmonised System of Nomenclature code and description of goods;
(v)	 quantity (provisional, where the exact quantity being supplied is not known);
(vi)	 taxable value;
(vii)	 tax rate and tax amount – central tax, State tax, integrated tax, Union territory tax or 

cess, where the transportation is for supply to the consignee;
(viii)	place of supply, in case of inter-State movement; and
(ix)	 signature.
The delivery challan shall be prepared in triplicate, in case of supply of goods.

Question 9
Elaborate the provisions relating to annual return contained under section 44 of the CGST 
Act, 2017.	�
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Answer:
Every registered person, other than an input service distributor, a person paying tax under 
section 51 or section 52, a casual taxable person and a non-resident taxable person shall furnish 
an annual return which may include a self-certified reconciliation statement, reconciling the 
value of supplies declared in the return furnished for the financial year, with the audited 
annual financial statement for every financial year electronically, within prescribed time, 
form and manner.
However, the Commissioner may exempt any class of registered persons from filing annual 
return. Further, any department of the Central Government or a State Government or a 
local authority, whose books of account are subject to audit by the Comptroller and Auditor-
General of India, or an auditor appointed for auditing the accounts of local authorities under 
any law for the time being in force, is not required to furnish annual return.

Question 10
Sreshth Pvt. Ltd., a registered supplier of goods and services in Kolkata, has furnished the 
following information for the month of February:

S.
No.

Particulars Amount
(`)

(i) Intra-State supply of taxable goods 4,00,000
(ii) Purchase of goods destroyed due to fire before being put into the 

production process (It is an intra-State transaction)
5,50,000

(iii) Services provided to a foreign diplomatic mission located in India (It is 
an intra-State transaction)

1,00,000

(iv) Intra-State purchase of food items for being served to the customers, 
free of cost. (It is an intra-State transaction)

1,75,000

(v) Goods transport services received from a GTA. GST is payable @ 5% (It is 
an inter-State transaction)

2,00,000

(vi) Inter-State services provided to Dhruv Ltd. in respect of a business 
exhibition held in Delhi

10,000

(vii) Inter-State security services provided to Torrent Higher Secondary 
School (unregistered under GST) for their annual day function organised 
in Katyani Auditorium outside the School campus

15,000

(vii) Inputs to be received in 3 lots, out of which 2nd lot was received during 
the month

40,000

The company has following balances of ITC with it at the beginning of the tax period:

Particulars Amount
(`)

CGST 57,000
SGST Nil
IGST 50,000

Note:
(i)	 Rates of CGST, SGST and IGST are 9%, 9% and 18% respectively unless otherwise mentioned.
(ii)	 Both inward and outward supplies are exclusive of taxes, wherever applicable.
(iii)	 All the conditions necessary for availing the ITC have been fulfilled.
(iv)	 The turnover of Sreshth Pvt. Ltd. was ` 2.5 crore in the previous financial year.



1.11

TAXKATEACHER - CA KARAN SHETH

8879-727-727

Compute the minimum GST, payable in cash, by Sreshth Pvt. Ltd. for the month of February. 
Make suitable assumptions as required.	

Answer:
Computation of GST payable on outward supplies

S.
No.

Particulars CGST
(`)

SGST
(`)

IGST
(`)

Total
(`)

GST payable under forward charge
(i) Intra-State supply of goods [Note-1] 36,000 36,000 Nil 72,000
(ii) Services provided to a foreign diplomatic 

mission located in India [Note-2]
9,000 9,000 Nil 18,000

(iii) Services provided to Dhruv Ltd. in 
respect of a business exhibition held in 
Delhi [Note-3]

Nil Nil 1,800 1,800

(iv) Inter-State security services provided 
to Torrent higher secondary school for 
their annual day function to be held in 
Katyani Auditorium. [Note-4]

Nil Nil 2,700 2,700

Total GST payable under forward 
charge

45,000 45,000 4,500 94,500

GST payable under reverse charge
GTA services availed
[As per Notification No. 13/2017 CT(R) 
dated 28.06.2017, GST is payable by the 
recipient on reverse charge basis on the 
receipt of services of transportation of 
goods by road from a goods transport 
agency (GTA), provided GST is not 
payable @ 12% and services have been 
received by the specified recipient. 
Since in the given case, services have 
been received from a GTA where GST 
is payable @ 5% and recipient is one of 
the specified recipients, reverse charge 
provisions will be applicable.]

Nil Nil 10,000 10,000

Notes
1.	 Intra-State supply of goods is leviable to CGST and SGST.
2.	 Services by a foreign diplomatic mission located in India are exempt vide Notification 

No. 12/2017 CT(R) dated 28.06.2017. However, no exemption is available with respect 
to the services provided to a foreign diplomatic mission located in India.

3.	 Services by an organiser to any person in respect of a business exhibition are exempt 
vide Notification No. 12/2017 CT(R) dated 28.06.2017, only if such business exhibition is 
held outside India. Thus, in the given case, said service is taxable.

4.	 Security services provided to Torrent higher secondary School for Annual Day function 
organised outside the school campus will be taxable as only the security services performed 
within the premises of the higher secondary school are exempt vide Notification No. 
12/2017 CT(R) dated 28.06.2017.
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Computation of total ITC available

Particulars CGST
(`)

SGST
(`)

IGST
(`)

Opening ITC 57,000 Nil 50,000
Add: Purchase of goods destroyed due to fire 
before being put into the production process
[ITC is blocked on lost goods, stolen goods, 
destroyed goods and goods that are written off]

Nil Nil Nil

Add: Purchase of food items for being served to 
the customers, free of cost [Blocked credit]

Nil Nil Nil

Add: Goods transport services received from 
GTA
[ITC is available for the services received from 
GTA since it is used in course or furtherance of 
business.]

Nil Nil 10,000

Add: Inputs to be received in 3 lots, out of which 
2nd lot was received during the month
[In case of goods received in lots, ITC can be 
taken only upon receipt of the last lot]

Nil Nil Nil

Total ITC 57,000 Nil 60,000

Computation of minimum GST payable from electronic cash ledger

Particulars CGST
(`)

SGST
(`)

IGST
(`)

Total
(`)

GST payable under forward charge 45,000 45,000 4,500 94,500
Less: ITC [First ITC of IGST should be 
utilized in full - first against IGST liability 
and then against CGST and SGST liabilities 
in a manner to minimize cash outflow]

(10,500)
IGST

(3)

(45,000)
IGST

(2)

(4,500) 
IGST

(1)

60,000

(34,500) 
CGST

34,500

GST payable under reverse charge on GTA 
services
[Payable in cash since 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

10,000

Minimum GST payable in cash Nil Nil 10,000 Nil

	 Note: Since sufficient balance of ITC of CGST is available for paying CGST liability and 
cross utilization of ITC of CGST and SGST is not allowed, ITC of IGST has first been used 
to pay SGST (after paying IGST liability) and then CGST to minimize cash outflow.
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Question 11.
Examine given cases and determine the persons liable to pay tax in each of the following 
independent cases:
(i)	 Dharam Shastri, an independent director of Universe Pvt. Ltd., has received sitting fee 

amounting to ` 1 lakh from Universe Pvt. Ltd. for attending the Board meetings.
(ii)	 Chandan Associates provided sponsorship services to Virat Cricket Academy, an LLP.
(iii)	 Legal Fees is received by Gaba, an advocate, from M/s. Naveen Consultants having 

turnover of ` 50 lakh in preceding financial year.	

Answer:
(i) 	 GST on supply of services by director of a company to the said company located in the 

taxable territory is payable on reverse charge basis.
	 Therefore, in the given case, person liable to pay GST is the recipient of services, i.e., 

Universe Pvt. Ltd.
(ii)	 In case of services provided by any person by way of sponsorship to any body corporate 

or partnership firm, GST is liable to be paid under reverse charge by such body corporate 
or partnership firm located in the taxable territory.

	 Further, for the reverse charge purposes, Limited Liability Partnership formed and 
registered under the provisions of the Limited Liability Partnership Act, 2008 is also be 
considered as a partnership firm. Therefore, in the given case, Virat Cricket Academy is 
liable to pay GST under reverse charge.

(iii)	 GST on legal services supplied by an advocate [Mr. Gaba] to any business entity [M/s 
Naveen Consultants] located in the taxable territory is payable on reverse charge basis.

	 Therefore, in the given case, person liable to pay GST is the recipient of services, i.e., 
M/s. Naveen Consultants.

Question 12.
(a)	 Madhav Oils, Delhi has supplied machine oil and high-speed diesel in the month of April 

as per the details given in table below. Madhav Oils is not yet registered.

Sl. No. Particulars Amount (`)*
(i) Supply of machine oil in Delhi 15,00,000
(ii) Supply of high-speed diesel in Delhi 10,00,000
(iii) Supply of machine oil made in Punjab by Madhav Oils from its 

branch located in Punjab
10,00,000

	 *excluding GST
	 Determine whether Madhav Oils is liable for registration.	

(b) 	 Rajul is a registered software consultant. On account of her ill health, she could not 
provide any services during the month of October. However, she had to incur all the 
expenses relating to her office. She paid ` 75,000 to various vendors. The total input 
tax involved on the goods and services procured by her is ` 13,500. Out of the total bills 
paid by her, one bill for ` 15,000 relates to security services availed for security of her 
office, tax on which is payable under reverse charge. Input tax involved in such bill is ` 
2,700.

	 Rajul is of the opinion that for the month of October, no GST is payable from electronic 
cash ledger as she has sufficient balance of ITC for payment of GST under reverse charge 
on security services.

	 Do you think Rajul is right? Explain with reasons.	
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Answer:
(a)  As per section 22 read with Notification No. 10/2019 CT dated 07.03.2019, a supplier 

is liable to be registered in the State/Union territory from where he makes a taxable 
supply of goods and/or services, if his aggregate turnover in a financial year exceeds the 
threshold limit. The threshold limit for a person making exclusive intra-State taxable 
supplies of goods is as under:-

	 (a)	 ` 10 lakh for the Special Category States of Mizoram, Tripura, Manipur and Nagaland.
	 (b)	 ` 20 lakh for the States, namely, States of Arunachal Pradesh, Meghalaya, 

Puducherry, Sikkim, Telangana and Uttarakhand.
	 (c)	 ` 40 lakh for rest of India except persons engaged in making supplies of notified 

products. 
	 Aggregate turnover includes the aggregate value of:
	 (i)	 all taxable supplies,
	 (ii)	 all exempt supplies,
	 (iii)	 exports of goods and/or services and
	 (iv)	 all inter-State supplies of persons having the same PAN.
	 CGST is not leviable on five petroleum products i.e. petroleum crude, motor spirit 

(petrol), high speed diesel, natural gas and aviation turbine fuel. Exempt supply includes 
non-taxable supply. Thus, supply of high-speed diesel in Delhi, being a non-taxable 
supply, is an exempt supply and is, therefore, includible while computing the aggregate 
turnover.

	 In the backdrop of the above-mentioned discussion, the aggregate turnover of Madhav 
Oils for the month of April is computed as under:

S. No. Particulars Amount (in `)
(i) Supply of machine oils in Delhi 15,00,000
(ii) Add: Supply of high speed diesel in Delhi 10,00,000
(iii) Add: Supply of machine oil made by Madhav Oils from its 

branch located in Punjab
10,00,000

Aggregate Turnover 35,00,000

	 Madhav Oils is making exclusive supply of goods and hence the threshold limit for 
registration would be ` 40,00,000. Since the aggregate turnover does not exceed ` 
40,00,000, Madhav Oils is not liable to be registered.

(b) 	 The amount available in the electronic credit ledger, i.e. ITC may be used for making 
any payment towards output tax. Output tax in relation to a taxable person, means the 
tax chargeable on taxable supply of goods or services or both made by him or by his 
agent but excludes tax payable by him on reverse charge basis.

	 Therefore, ITC cannot be used to pay the tax liability under reverse charge. The same 
is always required to be paid through electronic cash ledger and not electronic credit 
ledger. Thus, Rajul is wrong and she will need to pay the GST of ` 2,700 on security 
service through electronic cash ledger.

Question 13.
(a)	 Discuss the ITC entitlement of a newly registered person under GST law.	
(b)	 If a return has been filed, how can it be revised if some changes are required to be 

made?�
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Answer:
(a) 	 A person applying for registration can take input tax credit of inputs held in stock and 

inputs contained in semi- finished or finished goods held in stock on the day immediately 
preceding the date of grant of registration. If the person was liable to take registration 
and he has applied for registration within thirty days from the date on which he became 
liable to registration, then ITC of inputs held in stock and inputs contained in semi- 
finished or finished goods held in stock on the day immediately preceding the date on 
which he became liable to pay tax can be taken.

	 In case of voluntary registration, ITC of such goods held in stock on the day immediately 
preceding the date of registration can be taken.

(b) 	 In GST since the returns are built from details of individual transactions, there is no 
requirement for having a revised return. Any need to revise a return may arise due to 
the need t o change a set of invoices or debit/ credit notes.

	 Instead of revising the return already submitted, the system allows amendment in the 
details of those individual details of those transactions (invoices or debit/credit notes) 
that are required to be amended. They can be amended in any of the future GSTR- 1 
in the tables specifically provided for the purposes of amending previously declared 
details.

	 Omission or incorrect particulars discovered in the returns filed under section 39 of 
the CGST Act, 2017 can be rectified in the return to be filed for the month during 
which such omission or incorrect particulars are noticed. Any tax payable as a result of 
such error or omission will be required to be paid along with interest. The rectification 
of errors/omissions is carried out by entering appropriate particulars in “Amendment 
Tables” contained in GSTR-1. However, no such rectification of any omission or incorrect 
particulars is allowed after the due date for furnishing of return for the month of 
September or second quarter (in case of quarterly filers) following the end of the 
financial year to which such details pertain, or the actual date of furnishing of relevant 
annual return, whichever is earlier

Question 14.
(b)	 M/s United Electronics, a registered dealer, is supplying all types of electronic appliances 

in the State of Karnataka. Its aggregate turnover in the preceding financial year by way 
of supply of appliances is ` 120 lakh.

The firm also expects to provide repair and maintenance service of such appliances from the 
current financial year.

With reference to the provisions of the CGST Act, 2017, examine:
(i)	 Whether the firm can opt for the composition scheme, under section 10(1) and 10(2), 

for the current financial year, as the turnover may include supply of both goods and 
services?

(ii)	 If yes, up to what amount, the services can be supplied?	

Answer:
(i) 	 The registered person, whose aggregate turnover in the preceding financial year does 

not exceed ` 1.5 crore, may opt to pay tax under composition levy, under section 10(1) 
and 10(2).

	 The scheme can be availed by an intra-State supplier of goods and supplier of restaurant 
service.

	 However, the composition scheme permits supply of marginal services (other than 
restaurant services) for a specified value along with the supply of goods and restaurant 
service, as the case may be.
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	 Thus, M/s United Electronics can opt for composition scheme for the current financial 
year as its aggregate turnover is less than ` 1.5 crore in the preceding financial year and 
it is not engaged in inter-State outward supplies.

(ii)  The registered person opting for composition scheme, under section 10(1) and 10(2), 
can also supply services (other than restaurant services) for a value up to 10% of the 
turnover in the preceding year or ` 5 lakh, whichever is higher, in the current financial 
year.

	 Thus, M/s United Electronics can supply repair and maintenance services up to a value 
of ` 12 lakh [10% of ` 120 lakh or ` 5 lakh, whichever is higher] in the current financial 
year.

Question 15.
(a)	 A registered person must pay to the supplier, the value of the goods and/or services along 

with the tax within 180 days from the date of issue of invoice. State the exceptions to 
said rule. (3 Marks)

(b)	 Briefly elaborate the provisions relating to nil GSTR-3B.	�   

Answer:
(a) 	 The condition of payment of value of supply plus tax within 180 days does not apply in 

the following situations:
	 (a)	 Supplies on which tax is payable under reverse charge
	 (b)	 Deemed supplies without consideration
	 (c)	 Additions made to the value of supplies on account of supplier’s liability, in relation 

to such supplies, being incurred by the recipient of the supply.
(b)	 Filing of GSTR-3B is mandatory for all normal and casual taxpayers, even if there is no 

business activity in any particular tax period. For such tax period(s), a Nil GSTR-3B is 
required to be filed.

	 A Nil GSTR-3B does not have any entry in any of its tables. For example, a Nil GSTR-3B 
for a tax period cannot be filed, if the taxpayer has made any outward supply (including 
nil -rated, exempt or non-GST supplies) or has received any supplies which are taxable 
under reverse charge or it intends to take ITC etc.

	 A Nil GSTR-3B can be filed through an SMS using the registered mobile number of the 
taxpayer. GSTR-3B submitted through SMS is verified by registered mobile number-based 
OTP facility.

	 A taxpayer may file Nil GSTR-3B, anytime on or after the 1st day of the subsequent 
month/quarter for which the return is being filed for.

Question 16.
M/s. ABC & Co., a chartered accountancy firm, has its office in Bengaluru and is registered 
under GST in the State of Karnataka. It submitted the following information for the month of 
April:

Sr.
No.

Particulars Amount of 
services provided 
excluding GST (`)

1. Statutory audit services provided (intra-State supplies) 1,20,000
2. ITR filing services provided within Karnataka (intra-State supplies) 1,60,000
3. Internal audit services provided to Mumbai client (inter-State 

supplies)
1,80,000
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M/s. ABC & Co. had also incurred the following expenses in the month of April for the purpose 
of providing the taxable services:

Sr.
No.

Particulars CGST (`) SGST (`)

1. Car purchased by firm for the use of senior partner of the 
firm for official use

42,000 42,000

2. Office rent paid to landlord who is registered in State of 
Karnataka

450 450

3. Professional fee paid to Mr. Rajesh, a practicing Chartered 
Accountant, for professional services availed [TDS of ` 
20,000 is deducted under section 194J of the Income-tax 
Act, 1961]

18,000 18,000

4. Computer purchased for office purpose 3,000 3,000

Out of the above 4 suppliers/service providers, landlord of office to whom rent was paid 
did not upload his GSTR-1 within the specified time allowed under GST resulting in the GST 
amount not being reflected in GSTR-2B of M/s. ABC & Co.
Compute the net GST payable in cash by M/s. ABC & Co. for the month of April.
Rates of CGST, SGST and IGST are 9%, 9% and 18% respectively assuming that all the remaining 
conditions of utilisation of ITC are fulfilled.	

Answer:
Computation of net GST payable by ABC & Co. for the month of April

Particulars Value of 
supply

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

Statutory audit services 1,20,000 10,800 10,800
ITR filing services 1,60,000 14,400 14,400
Internal audit services 1,80,000  	 -  	 - 32,400
Total output tax liability 25,200 25,200 32,400
Less: ITC [Refer Working Note]
[CGST credit is set off against CGST 
liability and SGST credit is set off against 
SGST liability since CGST credit cannot be 
utilized towards payment of SGST liability
and vice versa.]

(21,000) (21,000)

Net GST payable 4,200 4,200 32,400

Working Note:
Computation ITC that can be availed

Particulars CGST (`) SGST (`)
Computation of eligible ITC
Car purchased for official use by senior partner
[ITC on motor vehicles used for transportation of persons with 
seating capacity upto 13 persons (including driver) is blocked 
except when used for making specified outward supplies.]

Nil Nil
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Office rent paid to landlord
[No ITC since the supplier did not upload the details of invoice in 
his GSTR- 1 and said details are not being reflected in GSTR-2B 
of recipient.]

Nil Nil

Professional fee paid
[ITC on services used in the course/furtherance of the business 
is allowed.]

18,000 18,000

Computer for office purpose
[ITC on goods used in the course/furtherance of the business is 
allowed.]

3,000 3,000

Total eligible ITC which can be availed
[ITC in respect of invoices furnished by the suppliers in their 
GSTR-1s and reflected in GSTR-2B of recipient.]

21,000 21,000

Question 17.
Guru Enterprises (Delhi), a registered taxpayer, made a taxable supply to Y Ltd. (Delhi). The 
details of the said supply are as follows:

Particulars Amount (`)
Price of the goods (excluding any tax or discounts) 10,00,000
Tax levied by the Municipal Authority 10,000
Subsidy received from Jiva Enterprises Pvt Ltd. (The price above is after 
consideration of such subsidy amount)

1,00,000

Amount incurred by Y Ltd. for post delivery inspection. (Charges incurred post 
receipt of goods by Y Ltd.)

5,000

In respect of above supply, Guru Enterprises had procured some raw material from X Ltd., for 
which it owed ` 25,000. The said amount was directly paid by Y Ltd. to X Ltd. and was not 
included in the price of goods of `10,00,000 mentioned above.
The payment of consideration for above supply was delayed by Y Ltd. Hence, an interest 
amount of ` 20,000 (in lumpsum) was also charged by Guru Enterprises.
The applicable tax rates are - CGST - 6%, SGST - 6% and IGST - 12%. You are required to determine 
the taxable value as well as the applicable tax liability for the said supply transaction.

Answer:
Computation of taxable value and tax liability

Particulars Amount (`)
Price of goods (exclusive of tax and discounts) 10,00,000
Add: Tax levied by Municipal Authority
[Tax other than GST, if charged separately, are includible in the value.] 10,000
Add: Subsidy received from Jiva Enterprises Pvt. Ltd.
[Subsidy provided by non-Government bodies and which is directly linked to 
the price is includible.]

1,00,000

Add: Post-delivery inspection charges
[Anything done by the supplier in respect of the supply of goods after the 
delivery of goods is not includible in value.]

-
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Add: Amount directly paid by Y Ltd. to X Ltd.
[Liability of the supplier, in relation to the supply being valued, if discharged 
by the recipient of supply and not included in the price, is includible in the 
value.]

25,000

Add: Interest
[Interest for delayed payment of consideration is includible in the value. 
Since interest is received in lumpsum, amount is inclusive of GST [` 20,000 x 
100/112] (rounded off).]

17,857

Value of taxable supply 11,52,857
CGST @ 6% 69,171
SGST @ 6% 69,171

Question 18.
B Enterprises started its business activities in the month of January, in the State of Karnataka. 
It provides the following information:

Sr.
No.

Particulars Amount
(`)

1. Value of intra-State outward taxable supply of goods 7,00,000
2. Value of inter-State outward taxable supply of services 6,00,000
3. Value of intra-State outward supply on which tax is payable under 

reverse charge mechanism.
1,00,000

4. Value of intra-State outward supply of exempted good from its other 
place of business in the State of Manipur (under same PAN)

5,00,000

From the information given above, you are required to calculate the aggregate turnover of B 
Enterprises with necessary explanations and also, specify with reason whether it is liable to 
get registered under CGST Act or not.	

Answer:
Computation of aggregate turnover of B Enterprises, Karnataka, for January

Particulars Amount (`)
Intra-State outward taxable supply of goods
[Aggregate turnover includes value of all taxable supplies.]

7,00,000

Inter-State outward taxable supply of services
[Aggregate turnover includes value of inter-State supplies.]

6,00,000

Intra-State outward supply on which tax is payable under reverse charge 
mechanism
[Aggregate turnover includes value of all taxable supplies whether taxable 
under reverse charge or forward charge.]

1,00,000

Intra-State outward supply of exempted goods from Manipur
[Aggregate turnover includes value of exempt supplies made in all the States 
under the same PAN]

5,00,000

Aggregate turnover 19,00,000
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Persons making any inter-State taxable supply of goods are required to obtain 
compulsory registration, but in case of inter-State supply of taxable services, 
threshold limit of ` 20 lakh is available.
Such threshold limit gets reduced to ` 10 lakh in case of specified Special 
Category State provided taxable supply is being made therefrom.
Since B Enterprises is making exempt supplies from Manipur - a specified 
Special Category State, the applicable threshold limit of registration for B 
Enterprises is ` 20 lakh. Thus, it is not liable to be registered as its aggregate 
turnover does not exceed the threshold limit.

Question 19.
Determine the GST payable, if any, in each of the following independent cases, assuming that 
the rate of GST is 18% and that the service providers are registered under GST:
(i) 	 Bollywood dance performance by a film actor in a film and consideration charged is ` 

1,45,000.
(ii) 	 Carnatic music performance by a classical singer to promote a brand of readymade 

garments and consideration charged is ` 1,30,000.
(iii) Carnatic music performance by a classical singer in a music concert and consideration 

charged is ` 1,55,000.
(iv) 	 Kathak dance performance by a classical dancer in a cultural programme and cons 

ideration charged is ` 1,45,000. 

Answer:
(i) 	 Bollywood Dance performance by a film actor in a film is not exempt from GST even 

though the consideration charged is less than threshold limit of ̀  1,50,000. The reason for 
the same is that the dance performance by an artist is exempt only if it is a performance 
in folk or classical art forms of dance. Consequently, entire consideration charged is 
subject to GST as follows:

	 = ` 1,45,000 × 18% = ` 26,100
(ii) 	 Carnatic music performance by a classical singer to promote a brand of readymade 

garments is not exempt from GST even though, the consideration charged is less than 
threshold limit of ` 1,50,000 and it is a performance in classical art forms of music. The 
reason for the same is that the said exemption is not applicable to service provided by 
such artist as a brand ambassador. Consequently, entire consideration charged is subject 
to GST as follows:

	 = ` 1,30,000 × 18% = ` 23,400

(iii) 	 Carnatic music performance by a classical singer in a music concert is not exempt from 
GST even though it is a performance in classical art forms of music. The reason for the 
same is the consideration charged for the service exceeds ` 1,50,000. Consequently, 
entire consideration charged is subject to GST as follows:

	 = ` 1,55,000 × 18% = ` 27,900

(iv) 	 Kathak dance performance by a classical dancer in a cultural programme is exempt from 
GST as it is a performance in classical art forms of dance and consideration charged does 
not exceed ` 1,50,000 [i.e. ` 1,45,000].
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Question 20.
M/s. Paisa Saver Bank Limited, a scheduled commercial bank, has furnished the following 
details for the month of September:

Particulars Amount [` in lakh] 
(excluding GST)

Extended housing loan to its customers 130
Processing fees collected from its customers on sanction of loan 20
Commission collected from its customers on bank guarantee 30
Interest income on credit card issued by the bank 40
Interest received on housing loan extended by the bank 35
Minimum balance charges collected from current account and saving 
account holder

03

Compute the value of taxable supply.	

Answer:
Computation of value of taxable supply of M/s. Paisa Saver Bank Limited for the month of 
September:

Particulars Amount in 
lakh (`)

Housing loan extended to customers
[Since money does not constitute goods, extending housing loan is not a 
supply.]

Nil

Processing fee collected on sanction of loan
[Interest does not include processing fee on sanction of the loan. Hence, the 
same is taxable.]

20

Commission collected on bank guarantee
[Any commission collected over and above interest on loan, advance or 
deposit are not exempt.]

30

Interest income on credit card issued by the bank
[Services by way of extending loans in so far as the consideration is represented 
by way of interest are exempt from tax. However, interest involved in credit 
card services is specifically excluded from this exemption entry.]

40

Interest received on housing loan
[Services by way of extending loans in so far as the consideration is represented 
by way of interest are exempt from tax.]

Nil

Minimum balance charges collected from current account and saving account 
holder
[Any charges collected over and above interest on loan, advance or deposit 
are not exempt.]

03

Value of taxable supply 93
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Question 21.
(a)	
Namo & Co., a registered supplier under GST, provides the following information regarding 
various tax invoices issued by it during the month of March:
(i)	 Value of supply charged in invoice no. 1 was ` 1,50,000 against the actual taxable value 

of ` 1,30,000.
(ii)	 Tax charged in invoice no. 4 was ` 42,000 against the actual tax liability of ` 78,000 due 

to wrong HSN code being chosen while issuing invoice.
(iii)	 Value charged in invoice no. 8 was ` 3,50,000 as against the actual value of ` 4,50,000 

due to wrong quantity considered while billing.
Namo & Co. asks you to answer the following:
(1)	 Who shall issue a debit/credit note under CGST Act?
(2)	 Whether debit note or credit note has to be issued in each of the above circumstances?
(3)	 What is the maximum time-limit available for declaring the credit note in the GST 

Return?

Answer:
(1)	 The debit/credit note shall be issued by the registered person who has supplied the 

goods and/or services, i.e. Namo & Co.
(2)	 Yes, debit/credit note need to be issued in each of the circumstances as under:
	 (i)	 A credit note is required to be issued as the taxable value in invoice no. 1 exceeds 

the actual taxable value.
	 (ii)	 A debit note is required to be issued as the tax charged in the invoice no. 4 is less 

than the actual tax payable.
	 (iii)	 A debit note is required to be issued as the value of supply charged in the invoice 

no. 8 is less than the actual value.
(3)	 The details of the credit note cannot be declared later than the return for the month of 

September following the end of the financial year in which such supply was made or the 
date of furnishing of the relevant annual return, whichever is earlier.

Question 22.
(a)	 What is the tax implication of supply of capital goods by a registered person who had 

taken ITC on such capital goods?	
(b)	 Does cancellation of registration impose any tax obligations on the person whose 

registration is so cancelled?	

Answer:
(a) 	 In case of supply of capital goods or plant and machinery on which ITC has been taken, 

the registered person shall pay an amount equal to the ITC taken on the said capital 
goods or plant and machinery reduced by 5% per quarter or part thereof from the date 
of invoice or the tax on the transaction value of such capital goods, whichever is higher.

	 However, in case of refractory bricks, moulds and dies, jigs and fixtures when these are 
supplied as scrap, the person can pay tax on the transaction value.

(b) 	 Yes, as per section 29(5) of the CGST Act, 2017, every registered person whose 
registration is cancelled shall pay an amount, by way of debit in the electronic credit 
ledger or electronic cash ledger, equivalent to the credit of input tax in respect of 
inputs held in stock and inputs contained in semi-finished or finished goods held in stock 
or capital goods or plant and machinery on the day immediately preceding the date of 
such cancellation or the output tax payable on such goods, whichever is higher.
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23.	 (a)	 Mr. Sohan, a trader registered under GST in Delhi is engaged in wholesale business 
of toys for kids. Mr. Roshan registered under GST in Patiala, a regular return filer 
supplies toys in bulk to Mr. Sohan for selling to end consumers.

		  Mr. Sohan paying tax in regular scheme in Delhi, has not filed GSTR-3B for last 2 
months. Mr. Roshan wants to generate e-way bill for toys amounting to ` 5,00,000 
to be supplied to Mr. Sohan. Also Mr. Mohan from Jammu approached Mr. Sohan for 
purchasing toys amounting to ` 75,000 for the purpose of return gift on his son’s 
first birthday party.

		  Sohan wants to generate an e-way bill in respect of an outward supply of goods to 
Mr. Mohan. 

		  Examine with reference to the provisions under GST law, whether Mr. Roshan and 
Mr. Sohan can generate e-way bill? �

	 (b)	 Mr. Raj of Rajasthan intends to start business of supply of building material to 
various construction sites in Rajasthan. He has taken voluntary registration under 
GST in the month of April. However, he has not commenced the business till 
December due to lack of working capital. The proper officer suo-motu cancelled 
the registration of Mr. Raj. You are required to examine whether the action taken 
by proper officer is valid in law?

		  Mr. Raj has applied for revocation of cancellation of registration after 40 days from 
the date of service of the order of cancellation of registration.

		  Department contends that application for revocation of cancellation of registration 
can only be made within 30 days from the date of service of the order of cancellation 
of registration. You are required to comment upon the validity of contentions raised 
by Department. 

Anawer
(a)    A user will not be able to generate e-way bill for a GSTIN if the said GSTIN is not eligible 

for e-way bill generation.
	 The blocking of GSTIN for e-way bill generation is only for the defaulting supplier GSTIN 

and not for the defaulting Recipient or Transporter GSTIN.
	 A person paying tax under regular scheme who has not furnished the returns for a 

consecutive period of 2 tax periods is considered as a defaulting person.
	 Suspended GSTIN cannot generate e-way bill as supplier. However, the suspended GSTIN 

can get the e-way bill generated as recipient or as transporter.
	 In other words, e-way bill generation facility is blocked only in respect of any outward 

movement of goods of the registered person who is not eligible for e-way bill generatio.   
E-way bills can be generated in respect of inward supplies of said registered person.

	 Thus, applying the above provisions, there will be no restriction in generating e-way 
Bill by Mr. Roshan as Mr. Roshan who is making outward movement of goods is a regular 
return filer.

	 E-way bill generation is blocked in case of movement of goods made by Mr. Sohan to Mr. 
Mohan as it’s an outward movement of goods of Mr. Sohan who has not filed GSTR-3B for 
past 2 months.

(b)	 The proper officer may cancel the registration of a person from such date, including any 
retrospective date, as he may deem fit, where,-

	 (a)	 a registered person has contravened the prescribed provisions; or
	 (b)	 a person paying tax under composition scheme has not furnished returns for a 

financial year beyond 3 months from due date of furnishing retun; or
	 (c)	 any registered person, other than a person specified in clause (b), has not furnished 

returns for a prescribed period; or
	 (d)	 any person who has taken voluntary registration has not commenced business 
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within six months from the date of registration; or
	 (e)	 registration has been obtained by means of fraud, wilful misstatement, or 

suppression of facts:
	 Thus, in view of the above-mentioned provisions, suo-motu cancellation of registration 

of Mr. Raj by proper officer is valid in law since Mr. Raj, a voluntarily registered person, 
has not commenced his business within 6 months from the date of registration.

	 Further, where the registration of a person is cancelled suo-motu by the proper officer, 
such registered person may, subject to the provisions of rule 10B, apply for revocation 
of the cancellation of registration to such proper officer, within 90 days from the date 
of service of the order of cancellation of registration.

	 However, the said period of 90 days may, on sufficient cause being shown and for reasons 
to be recorded in writing, be extended by the Commissioner or an officer authorised by 
him in this behalf, not below the rank of Additional Commissioner or Joint Commissioner, 
as the case may be, for a further period not exceeding 180 days.

	 Thus, considering the above provisions, the contention of Department is not valid in law 
as he has applied for revocation within the time limit of 90 days.

24.	 Discuss whether the amount available in the electronic credit ledger can be used for 
making payment of any tax under the GST Laws?	

Anawer
The amount available in the electronic credit ledger may be used for making any payment 
towards output tax under the CGST Act or the IGST Act, subject to the provisions relating to 
the order of utilisation of ITC.
Further, output tax in relation to a taxable person is defined as the tax chargeable on taxable 
supply of goods or services or both but excludes tax payable on reverse charge mechanism.
Accordingly, it is clarified that any payment towards output tax, whether self-assessed in the 
return or payable as a consequence of any proceeding instituted under the provisions of GST 
laws, can be made by utilization of the amount available in the electronic credit ledger of a 
registered person.
It is further reiterated that as output tax does not include tax payable under reverse charge 
mechanism, implying thereby that the electronic credit ledger cannot be used for making 
payment of any tax which is payable under reverse charge mechanism.

25.	 Mr. Mehta is engaged in the business of trading of books. He is eligible for composition 
scheme and has opted for the same. He seeks your advice for records which are not 
required to be maintained by him as composition taxable person.

Anawer
A supplier who has opted for composition scheme is not required to maintain records relating 
to;
(i)	 Stock of goods: Accounts of stock in respect of goods received and supplied by him, and 

such accounts shall contain particulars of the opening balance, receipt, supply, goods 
lost stolen, destroyed, written off or disposed of by way of gift or free sample and the 
balance of stock including raw materials, finished goods, scrap and wastage thereof.

(ii)	 Details of tax: Account, containing the details of tax payable (including tax payable 
under reverse charge), tax collected and paid, input tax, input tax credit claimed, 
together with a register of tax invoice, credit notes, debit notes, delivery challan issued 
or received during any tax period.

	 Thus, Mr. Mehta is not required to maintain above mentioned records.
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26.	 (a)	 An event management company provided services for organizing a sporting event 
for a Sports Federation which is held in multiple States? 

		  What would be the place of supply of services in this case?
	 (a) 	 Discuss taxability of shares held in a subsidiary company by holding company? 
	 (b) 	 How a return can be revised after filing of the same, if some changes are required 

to be made?

Anawer
(a) 	 In case of an event, if the recipient of service is registered, the place of supply of 

services for organizing the event is the location of such person. However, if the recipient 
is not registered, the place of supply is the place where event is held.

 	 Since the event is being held in multiple states and a consolidated amount is charged 
for such services, the place of supply will be deemed to be in each State in proportion 
to the value for services determined in terms of the contract or agreement entered into 
in this regard.

	 In the absence of a contract or agreement between the supplier and recipient of services, 
the proportionate value of services made in each State (where the event is held) will 
be computed in accordance with IGST Rules by the application of generally accepted 
accounting principles.

Or
(a)	 It has been clarified vide a circular that securities are considered neither as goods nor as 

services in terms of definition of goods and the definition of services. Further, securities 
include 'shares' as per definition of securities.

	 This implies that the securities held by the holding company in the subsidiary company 
are neither goods nor services. Further, purchase or sale of shares or securities, in 
itself is neither a supply of goods nor a supply of services. For a transaction/activity to 
be treated as supply of services, there must be a supply as defined under section 7 of 
the CGST Act, 2017.   It cannot be said that a service is being provided by the holding 
company to the subsidiary company, solely on the basis that there is a specific SAC entry 
in the scheme of classification of services, unless there is a supply of services by the 
holding company to the subsidiary company in accordance with section 7 of the CGST 
Act, 2017.

	 Therefore, the activity of holding of shares of subsidiary company by the holding 
company per se cannot be treated as a supply of services by a holding company to the 
said subsidiary company and cannot be taxed under GST.

(b)	 In GST since the returns are built from details of individual transactions, there is no 
requirement for having a revised return. Any need to revise a return may arise due to 
the need to change a set of invoices or debit/ credit notes. Instead of revising the return 
already submitted, the system allows amendment in the details of those individual 
details of those transactions (invoices or debit/credit notes) that are required to be 
amended. They can be amended in any of the future GSTR-1 in the tables specifically 
provided for the purposes of amending previously declared details.

	 Omission or incorrect particulars discovered in the returns filed under section 39 of 
the CGST Act, 2017 can be rectified in the return to be filed for the month during 
which such omission or incorrect particulars are noticed. Any tax payable as a result of 
such error or omission will be required to be paid along with interest. The rectification 
of errors/omissions is carried out by entering appropriate particulars in “Amendment 
Tables” contained in GSTR-1. However, no such rectification of any omission or incorrect 
particulars is allowed after 30th November following the end of the financial year to 
which such details pertain, or the actual date of furnishing of relevant annual return, 
whichever is earlier.






