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PREFACE
.

A highly skilled professional team of CA Wallah works arduously to ensure that the students receive the best content
for their CA-Intermediate exams.

A plethora of CA Study Material is available in the market but CA Wallah professionals at PW are continuously
working to provide supreme quality study material for the CA-Intermediate students.

From the beginning, the content team comprising Subject Matter Experts, Content Creators, Reviewers, DTP
operators, Proofreaders, and others is involved in shaping the material to their best knowledge and experience to
produce powerful content for the students.

CA Wallah Faculties have adopted a novel style of presenting the content in easy-to-understand language and have
provided the content team with expert guidance and supervision throughout the creation and curation of this book.

PW’s CA Wallah strongly believes in conceptual and fun-based learning. CA Wallah provides highly exam-oriented
content to bring quality and clarity to the students.

This book adopts a multi-faceted approach to mastering and understanding the concepts by having arich diversity of
questions asked in the C A-Intermediate examination and equipping the students with the knowledge for this highly
competitive exam.

The main objective of this book is to provide an edge to your preparation with short & crisp yvet high-quality content.

BOOK FEATURES

This book, especially designed & amended for CA-Intermediate aspirants, contains:
Syllabus coverage strictly as per ICAI study Material

All ICAT Study Material Questions

Detailed Theory with Exam prototype and Concept Applications Questions
Short Notes and Solve Miscellaneous Examples

Topic wise, Learning Plus and Advanced Level Questions covered in the Book
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Elaborated Solutions
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Introduction to GST

THEORY

B TAX

It is a compulsory charge levied by the Government. Taxes are of two types:

(@) Direct Tax
(b) Indirect Tax

B DIRECT AND INDIRECT TAXES

Taxes are broadly classified into direct and indirect taxes.

Direct Taxes

o Adirect tax is a kind of charge, which is imposed directly on the taxpayer and paid directly to the
Government by the persons on whom it is imposed.

o Adirect tax is one that cannot be shifted by the taxpayer to someone else.
E.g. Income Tax.

Indirect Taxes

o Anindirect tax is one that can be shifted by the taxpayer to someone else.

o Its incidence is borne by the consumers who ultimately consume the product or the service, while
the immediate liability to pay the tax may fall upon another person such as a manufacturer or
provider of service or seller of goods.

o They are regressive in nature because they are not based on the principle of ability to pay.

o Indirect taxes are levied on consumption, expenditure, privilege, or right but not on income or
property.

o E.g. GST, Custom Duty.

B FEATURES OF INDIRECT TAXES

o Animportantsourceofrevenue: Indirecttaxesareamajorsource oftax revenuesfor Governments
worldwide and continue to grow as more countries move to consumption oriented tax regimes.
In India, indirect taxes contribute more than 50% of the total tax revenues of Central and State
Governments.
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Tax on commodities and services: It is levied on commodities at the time of manufacture or
purchase or sale or import/export thereof. Hence, it is also known as commodity taxation. It is also
levied on provision of services.

Shifting of burden: There is a clear shifting of tax burden in respect of indirect taxes. For example,
GST paid by the supplier of the goods is recovered from the buyer by including the tax in the cost
of the commodity.

No perception of direct pinch: Since, the value of indirect taxes is generally inbuilt in the price
of the commodity, most of the time the taxpayer pays the same without actually knowing that he
is paying tax to the Government. Thus, the taxpayer does not perceive a direct pinch while paying
indirect taxes.

Inflationary: Tax imposed on commodities and services causes an all-round price spiral. In
other words, indirect taxation directly affects the prices of commodities and services and leads to
inflationary trend.

Widertax base: Unlikedirect taxes, the indirect taxes have a wide tax base. Majority of the products
or services are subject to indirect taxes with low thresholds.

Promotes social welfare: High taxes are imposed on the consumption of harmful products (also
known as ‘sin goods’) such as alcoholic products, tobacco products etc. This not only checks their
consumption but also enables the State to collect substantial revenue.

Regressive in nature: Generally, the indirect taxes are regressive in nature. The rich and the poor
have to pay the same rate of indirect taxes on certain commodities of mass consumption. This may
further increase the income disparities between the rich and the poor.

CONCEPT OF GST

GST is a value added tax levied on manufacture, sale and consumption of goods and services.

GST offers a comprehensive and continuous chain of tax credits from the producer’s point /service
provider’s point up to the retailer’s level /consumer’s level thereby taxing only the value added at
each stage of the supply chain.

The supplier at each stage is permitted to avail credit of GST paid on the purchase of goods and/
or services and can set off this credit against the GST payable on the supply of goods and services
to be made by him. Thus, only the final consumer bears the GST charged by the last supplier in the
supply chain, with set-off benefits at all the previous stages.

Since, only the value added at each stage is taxed under GST, there is no tax on tax or cascading of
taxes under the GST system. GST does not differentiate between goods and services and thus, the
two are taxed at a single rate.

Why India Needed GST
Following reasons demanded implementation of GST:

g
]
a

Double taxation of a transaction as both goods and services.
Non-inclusion of several local levies in State VAT such as luxury tax, entertainment tax, etc.

Cascading of taxes on account of (i) levy of Non-VAT able CST and (ii) inclusion of CENVAT in the
value for imposing VAT.

Non-integration of VAT & service tax

No CENVAT after manufacturing stage

Goods and Service Tax @




GST Working

A B € D E
Particulars Manufacturer Manufacturer Trader Trader Trader
Delhi Delhi Kanpur  Bhopal  Bhopal
Input 1000 2000 4000 4500 5400
Processing 500 1000 — — —
Profit 500 1000 500 900 1000
Selling Price 2000 4000 4500 5400 6400
GST @ 12% 240 480 540 648 768
Invoice price 2240 4480 5040 6048 7168
Output Tax Liability 240 480 540 648 768
Input Tax redit — 240 480 540 648
Net Tax Liability 240 240 60 108 120

B FRAMEWORK OF GST ASINTRODUCED IN INDIA

1. Dual GST: India has adopted a Dual GST model in view of the federal structure of the country.

o Centre and States simultaneously levy GST on taxable supply of goods or services or both,
which takes place within a State or Union Territory. Thus, tax is imposed concurrently by the

Centre and States, i.e. Centre and States simultaneously tax goods and services.

o GST is a destination based tax applicable on all transactions involving supply of goods and
services for a consideration subject to exceptions thereof. GST in India comprises of:

» Onintra-State supplies of taxable goods and /or services
(a) Central Goods and Services Tax (CGST) - levied and collected by Central Government,

(b) State Goods and Services Tax (SGST) - levied and collected by State Governments/
Union Territories with Legislatures and

(¢) Union Territory Goods and Services Tax (UTGST) - levied and collected by Union
Territories without Legislatures.

Union Territories

With'O-ﬂt-'StafE- Legislature Wlth State 'Leg_i{slﬁtu.t*e
o Andaman & Nicobar islands o Delhi
o Lakshadweep o Jammu & Kashmir
o Ladakh o Puducherry
o Dadra and Nagar Haveli & Daman and Diu
o Chandigarh

» Inter-State supplies of taxable goods and for services are subject to Integrated Goods and
Services Tax (IGST). IGST is the sum total of CGST and SGST /UTGST and is levied by Centre
on all inter-State supplies.

Introduction to GST
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2. GST - Atax on goods and services: GST is levied on all goods and services, except alcoholicliquor
for human consumption and petroleum crude, diesel, petrol, ATF and natural gas.

(a) Alcoholicliguor for human consumption: is outside the realm of GST. The manufacture/
production of alcoholic liquor continues to be subjected to State excise duty and inter-State/
intra-State sale of the same is subject to CST /VAT respectively.

(b) Petroleum crude, diesel, petrol, ATF and natural gas: As regards petroleum crude, diesel,
petrol, ATF and natural gas are concerned, they are not presently leviable to GST. GST will
be levied on these products from a date to be notified on the recommendations of the GST
Council.

(c) Till such date, central excise duty continues to be levied on manufacture/production of
petroleum crude, diesel, petrol, ATF and natural gas and inter-State/intra-State sale of the
same is subject to CST /VAT respectively.

(d) Tobacco: Tobacco is within the purview of GST, i.e. GST is leviable on tobacco. However,
Union Government has also retained the power to levy excise duties on tobacco and tobacco
products manufactured in India. Resultantly, tobacco is subject to GST as well as central
excise duty.

(e) Opium, Indian hemp and other narcotic drugs and narcotics: Opium, Indian hemp and
other narcotic drugs and narcotics are within the purview of GST, i.e. GST is leviable on them.
However, State Governments have also retained the power to levy excise duties on such
products manufactured in India. Resultantly, Opium, Indian hemp and other narcotic drugs
and narcotics are subject to GST as well as State excise duties.

(f) Further, real estate sector has been kept out of ambit of GST, i.e. GST will not be levied on
sale/purchase of immovable property.

B BENEFITS OF GST

GST is a win-win situation for the entire country. It brings benefits to all the stakeholders of industry,
Government and the consumer. The significant benefits of GST are discussed hereunder:

Benefits to Economy

(1)

(i)

(iif)

Creation of unified national market: GST aims to make India a common market with common
tax rates and procedures and remove the economic barriers thus paving the way for an integrated
economy at the national level.

Boost to ‘Make in India’ initiative: GST gives a major boosttothe ‘Make in India’ initiative of the
Government of India by making goods and services produced in India competitive in the national
as well as international market. This will create India as a — Manufacturing hub.

Enhanced investment and employment: The subsuming of major Central and State taxes in GST,
complete and comprehensive setoff of input tax on goods and services and phasing out of Central
Sales Tax (CST) reduces the cost of locally manufactured goods and services and increases the
competitiveness of Indian goods and services in the international market and thus, gives boost
to investments and Indian exports. With a boost in exports and manufacturing activity, more
employment is generated and GDP is increased.

Simplified Tax Structure

(1)

(i)

Ease of doing business: Simpler tax regime with fewer exemptions along with reduction in
multiplicity of taxes under GST has led to simplification and uniformity. The uniformity in laws,
procedures and tax rates across the country makes doing business easier.

Certainty in tax administration: Common system of classification of goods and services ensures
certainty in tax administration across India.
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Easy Tax Compliance

(1) Automated procedures with greateruse of IT: There are simplified and automated procedures
for various processes such as registration, returns, refunds, tax payments. All interaction is
through the common GSTN portal, therefore, less public interface between the taxpayer and the
tax administration.

(if) Reduction in compliance costs: The compliance cost is lesser under GST as multiple record-
keeping for a variety of taxes is not needed, therefore, there is lesser investment of resources and
manpower in maintaining records. The uniformity in laws, procedures and tax rates across the
country goes a long way in reducing the compliance cost.

Advantages for Trade and Industry

(1) Benefitstoagricultureand Industry: GST has given more relieftoindustry, trade and agriculture
through a more comprehensive and wider coverage of input tax set- off and service tax set-off,
subsuming of several Central and State taxes in the GST and phasing out of CST. The transparent
and complete chain of set-offs which results in widening of tax base and better tax compliance
alsoleads to lowering of tax burden on an average dealer in industry, trade and agriculture.

(if) Mitigation of ill effects of cascading: By subsuming most of the Central and State taxes into a
single tax and by allowing a set-off of prior-stage taxes for the transactions across the entire value
chain, it helps in mitigating the ill effects of cascading, improving competitiveness and improving
liquidity of the businesses.

(iif) Benefits to small traders and entrepreneurs: GST has increased the threshold for GST
registration for small businesses. Further, single registration is needed in one State. Small
businesses have also been provided the additional benefit of composition scheme. With the
creation of a seamless national market across the country, small enterprises have an opportunity
to expand their national footprint with minimal investment.

Constitutional Provisions Regarding GST
The Constitution of India is the Supreme law in India. The Parliament can make law only with regard
to the matters which are allowed as per the constitution otherwise the law made by parliament shall be

called Ultra vires i.e. it is not enforceable. The constitution consists of a preamble, 25 parts containing
448 articles and 12 Schedules.

India has a three-tier federal structure, comprising the Union Government, the State Governments
and the local Government. The power to levy taxes and duties is distributed among the three tiers of
Governments, in accordance with the provision of the Indian Constitution.

Power to levy taxes emerges from the Constitution of India.

Article 265: No tax shall be levied or collected except by authority of Law.

Article 245: Subject to the provisions of the Constitution, Parliament may make laws for the whole
or any part of the territory of India, and the Legislature of a State may make laws for the whole or any
part of the State.

Article 246: It gives the respective authority to Union and state Governments for levying tax and

such authority is given in Seventh Schedule of Indian Constitution and there are three lists in Seventh
Schedule.

Introduction to GST




1. Union List - If any matter is mentioned in the Union List, parliament can make law with regard
to such matter. (there are 97 entries)

2. State List- If matter is mentioned in the State List, the State legislature can make law with regard
to such matter. (there are 66 entries)

3. Concurrent List - If matter is mentioned in Concurrent List, both of the governments can make
law with regard to such matter. (there are 47 entries)
Some of the Important Entries in the Union List are as given below:
Union List No. 82: Taxes on income other than agricultural income.
Union List No. 83: Duties of customs including export duties.
Union List No. 84: Duties of excise on following goods manufactured or produced in India, namely
(@) petroleum crude;
(b) high speed diesel;
(c) motor spirit (commonly known as petrol);
(d) natural gas;
(e) aviation turbine fuel; and

(f) tobacco and tobacco products.

Some of the Important Entries in State List are as given below:
State List No. 46: Taxes on agricultural income

State List No. 51: Duties of excise on alcoholic liquors for human consumption; opium, Indian hemp
and other narcotic drugs.

State List No. 53: Taxes on the consumption or sale of electricity.
State List No. 54: Taxes on sale of petroleum crude, high speed diesel, motor spirit (commonly known

as petrol), natural Gas, aviation turbine fuel and alcoholic liquor for human consumption, but not
including sale in the course of international trade or commerce of such goods.

Amendment in the Constitution for the Purpose of GST (Constitution 1015 Amendment act, 2016)

Article 246A: Power to make laws with respect to Goods and Services Tax:

1. This article grants power to Centre and State Governments to make laws with respect to Intra
state supply of goods /services and GST imposed by Centre or such State for Intra state supply.

2. Centre has the exclusive power to make laws with respect to inter-state supply of goods /services
and GST imposed by Centre on inter-state supply of goods/services.
Article 269A: Levy and Collection of GST on Inter-state supply

1. Article 269A stipulates that GST on supplies in the course of inter-state trade or commerce
shall be levied and collected by the Government of India and such tax shall be apportioned
between the Union and the States in the manner as may be provided by parliament by law on the
recommendations of the Goods and Services Tax Council.

2. Import of goods /services into India will also be deemed to be Inter State supply.
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GST Council: Article 279A

o Article 279A of the Constitution empowers the President to constitute a joint forum of the Centre
and States namely, Goods & Services Tax Council (GST Council).

o The provisions relating to the GST Council came into force on 12 September, 2016. The President
constituted the GST Council on 15% September, 2016.

o The Union Finance minister is the Chairman of this Council and Ministers in charge of Finance/
Taxation or any other Minister nominated by each of the States & UTs with Legislatures are its
members. Besides, the Union Minister of State in charge of revenue or Finance is also its member.

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

a It shall also recommend the date on which GST be levied on petroleum crude, high speed diesel,
motor spirit, natural gas and aviation turbine fuel.

Taxes to be Subsumed in GST

Central Levies to be Subsumed State Levies to be Subsumed
() Central Excise Duty & Additional Excise| (i) State surchargesand Cesses inso far as they
Duty. relate to supply of goods and services.
(if) Service Tax. (if) Entertainment Tax (except those levied by
(iif) Excise Duty under Medicinal and Toilet local bodies)
Preparation Act. (iif) Tax on lottery, betting and gambling.
(iv) Countervailing Duty & Special Countervailing | (iv) Entry tax (All forms) & Purchase tax.
Duty. (v) VAT /Sales tax.
(v) Central Sales Tax (vi) Luxury tax.
(vi) Central surcharges and Cesses in so far as | (vif) Taxes on advertisements.
they relate to supply of goods and services.
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QUESTION BANK

1. Differentiate between direct and indirect taxes.
Sol.

Direct taxes

Indirect taxes

directly on the taxpayer and paid directly to
the Government by the persons on whom it
is imposed.

A direct tax is charge, which is imposed

Indirect taxes are imposed on goods and
services. Its incidence is borne by the consumers
who ultimately consume the product or service.
It is also called consumption taxes.

The burden of this tax cannot be shifted by
the taxpayer to someone else.

Indirect taxation in India has witnessed a drastic
change on July 01, 2017 and all indirect taxes
have been amalgamated into - GST & Customs.

A significant direct tax imposed in India is
Income tax.

Indirect taxes are regressive in nature because
they equally impact the rich or the poor.

Direct taxes are progressive in nature. Hence
a rich person pays more compared to a poor

person. Example: GST paid on food in restaurant is

Example: Income tax is higher for higher | same whether a person is rich or poor.
income groups and lower for lower income

groups.

2. Explain the salient features of indirect taxes.

Sol. (i) An important source of revenue: Indirect taxes are a major source of tax revenues for
Governments worldwide and continue to grow as more countries move to consumption
oriented tax regimes. In India, indirect taxes contribute more than 50% of the total tax
revenues of Central and State Governments.

Tax on commodities and services: It is levied on commodities at the time of manufacture or
purchase or sale or import/export thereof. Hence, it is also known as commodity taxation.
It is also levied on provision of services.

Shifting of burden: There is a clear shifting of tax burden in respect of indirect taxes. For
example, GST paid by the supplier of the goods is recovered from the buyer by including the
tax in the cost of the commodity.

No perception of direct pinch: Since, value of indirect taxes is generally inbuilt in the price
of the commodity, most of the time the taxpayer pays the same without actually knowing
that he is paying tax to the Government. Thus, the taxpayer does not perceive a direct pinch
while paying indirect taxes.

Inflationary: Tax imposed on commodities and services causes an all-round price spiral. In
other words, indirect taxation directly affects the prices of commodities and services and
leads to inflationary trends.

(vi) Wider tax base: Unlike direct taxes, the indirect taxes have a wide tax base. Majority of the
products or services are subject to indirect taxes with low thresholds.

(i)
(iif)

(iv)

v)
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(vii) Promotes social welfare: High taxes are imposed on the consumption of harmful products
(also known as ‘sin goods’) such as alcoholic products, tobacco products etc. This not only
checks their consumption but also enables the State to collect substantial revenue.

(viif) Regressive in nature: Generally, the indirect taxes are regressive in nature. The rich and the
poor have to pay the same rate of indirect taxes on certain commodities of mass consumption.
This may further increase the income disparities between the rich and the poor.

3. Write ashort note onvarious Lists provided under Seventh Schedule to the Constitution of India.

Sol. Seventh Schedule to Article 246: It contains three lists which enumerate the mattersunder
which the Union and the State Governments have the authority to make laws.

Union list— List I State list - List I1 Concurrent list - List I11

(State legislature)

It contains the matters in|It contains the matters in|It contains the matters in
respectofwhichtheParliament | respect of which the State|respect of which both the
(Central Government) has the | Government has the exclusive | Central & State Governments
exclusive right to make laws. | right to make laws. have power to make laws.

4, Enumerate the deficiencies of the existing indirect taxes which led to the need for ushering
into the GST regime.

Sol. Undertheearlier indirecttax regime, despite the introduction of the principle of taxation of value
added in India - at the Central level in the form of CENVAT and at the State level in the form of
State VAT - its application always remained piecemeal and fragmented on account of the following
reasons:

(i) Double taxation of a transaction as both goods and services as the distinction between
goods and services was often blurred, e.g. software was liable to both VAT and service tax.

(if) CENVAT did not include a chain of value addition in the distributive trade below the stage
of production. Similarly, in the State-level VAT, CENVAT load on the goods was not removed
leading to the cascading of taxes. To illustrate, when the goods were manufactured and sold,
both central excise duty (CENVAT) and State-Level VAT were levied.

(iif) Though CENVAT and State-Level VAT were essentially value added taxes, set-off of one
against the credit of another was not possible as CENVAT was a central levy and State-Level
VAT was a State levy.

(iv) There were several taxes in the States, such as, Luxury Tax, Entertainment Tax, etc. which
were not subsumed in the VAT

(v) VAT on goods was not integrated with tax on services, at the State level, to remove the
cascading effect of the Service Tax. With the service sector being the fastest growing sector
in the economy, the exclusion of services from the tax base of the States potentially eroded
their tax-buoyancy.

(vi) CST was another source of distortion in terms of its cascading nature since it was non-
VATABLE. Being an origin based tax; CST was also against one of the basic principles of
consumption taxes that tax should accrue to the jurisdiction where consumption takes
place.

Introduction to GST W
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Sol.

Sol.

. Why is Dual GST required?
Sol.

India is a federal country where both the Centre and the States have been assigned the powers to
levy and collect taxes through appropriate legislation. Both the levels of Government have distinct
responsibilities to perform according to the division of powers prescribed in the Constitution for
which they need to raise resources. Adual GST will, therefore, be in keeping with the Constitutional
requirement of fiscal federalism.

. Which of the existing taxes are subsumed under GST? List any four State levies, which subsumed

in GST.

The GST replaced the following taxes:
(i) Taxes which was levied and collected by the Centre:

(a) Central Excise duty

(b) Duties of Excise (Medicinal and Toilet Preparations)

(¢) Additional Duties of Excise (Goods of Special Importance)

(d) Additional Duties of Excise (Textiles and Textile Products)

(e) Additional Duties of Customs (commonly known as CVD)

(f) Special Additional Duty of Customs (SAD)

(g) Service Tax

(h) Central Surcharges and Cess so far as they relate to supply of goods and services
(if) State taxes which was subsumed under the GST:

(@) State VAT

(b) Central Sales Tax

(¢) Luxury Tax

(d) Entry Tax (all forms)

(e) Entertainment and Amusement Tax (except when levied by the local bodies)

(f) Taxes on advertisements

(g) Purchase Tax

(h) Taxes on lotteries, betting and gambling

(i) State Surcharges and Cess so far as they relate to supply of goods and services
The GST Council made recommendationstothe Unionand States onthetaxes, Cess and surcharges
levied by the Centre, the States and the local bodies which were subsumed in the GST.
List the taxes, which are not subsumed in GST

(@) Basic Customs Tax

(b) Property tax and stamp duty

(¢) Electricity duty

(d) Excise duty on alcohol

(e) Excise duty on petrol, diesel etc.

(f) Entertainment tax charged by Local Bodies (Municipality)

. What is the Goods and Services Tax (GST)?

. GST has been defined under Article 366(12-A) of the Constitution of India. GST has been defined
to mean a tax on supply of goods or services or both except tax on supply of alcoholic liquor for
human consumption.
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Following are the broad features of this tax:
(1) GST atax:

» Being a tax, it can be levied only under authority of law. (Article 265)

» Regarding GST, Article 246-A (not article 246) provides authority of law.
(2) GST is tax on ‘SUPPLY’ of goods or services or both:

» The taxable event for levy of GST is ‘supply"

» Supply is a word of wide meaning. GST law has defined the term ‘supply’ under
Section 7 of CGST Act, 2017.

(3) GST is an indirect tax:

» GST taxes ‘goods’ and for ‘services’, thus it is an indirect tax.

» Supplier making such supply have been made responsible to pay GST to the Government.
Supplier is entitled to collect GST from the recipient of supply.

» Supplierliable to pay GST to the Government shall take registration.

» Such registered supplier now shall issue a specified document (tax invoice) for the
supply made by him.

» The GST element collected from the recipient shall be separately indicated on such
document.

(4) GST is a consumption tax:

» “Consumption tax” means, in economic terms, that the tax is ultimately borne by
consumers, not by suppliers (producers, traders or service providers).

» Business Entity, in reality, acts as collector of tax for the Government. Ultimately, the
burden of tax is to be borne by the final consumer.

(5) GST is alsoa VALUE ADDED TAX:

» It is levied at all stages right from manufacture up to final consumption with credit of
taxes paid at previous stages available as setoff. In a nutshell, only value addition will be
taxed and the burden of tax is to be borne by the final consumer.

(6) GST is a destination-based tax:

» Destination based tax is a tax that would accrue to the taxing authority which has
jurisdiction over the place of consumption which is also termed as place of supply.

» Being a consumption tax, tax revenue arising out of GST shall belong to the destination
territory. In other words, import into India will be subjected to GST, while export from
India shall be kept free of GST.

9. Which are the commodities which have been kept outside the purview of GST?

Sol. Article 366(12A) of the Constitution as amended by 1015 Constitutional Amendment Act, 2016
defines the Goods and Services Tax (GST) as a tax on supply of goods or services or both, except
supply of alcoholic liquor for human consumption. So, alcohol for human consumption is kept out of
GST by way of definition of GST in the Constitution. Five petroleum products viz. petroleum crude,
motor spirit (petrol), high speed diesel, natural gas and aviation turbine fuel have temporarily
been kept outand the GST Council shall decide the date from which they shall be included in GST.
(@) Supply of alcoholic for human consumption
(b) Petroleum products
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(i) H- High speed diesel
(if) P- Petroleum crude
(iif) M- Motor spirit
(iv) A- Aviationturbine fuel
(v]) N- Natural gas
10. What is the status of Tobacco and Tobacco products under the GST regime?

Sol. Tobacco & tobacco products are taxable in GST. In addition, the Centre has the power to levy CED
duty.
11. List of special category states under GST
Sol. H- Himachal Pradesh
U- Uttarakhand
M- Mizoram Manipur Meghalaya
A- Arunachal Pradesh Assam
N- Nagaland
S- Sikkim
T- Tripura
J- Jammu & Kashmir
12. What is IGST?

Sol. Under the GST regime, an Integrated GST (IGST) would be levied and collected by the Centre
on Inter-State supply of goods and services. Under Article 269-A of the Constitution, the GST
on supplies in the course of inter-State trade or commerce shall be levied and collected by the
Government of India and such tax shall be apportioned between the Union and the States in the
manner as may be provided by Parliament by law on the recommendations of the GST Council.

13. What would be the role of the GST Council?
Alternative,
Enumerate any five matters on which the GST Council may make recommendations under Article
279A of the Constitution of India.

Sol. A GST Council would be constituted comprising the Union Finance Minister (who will be the
Chairman of the Council), the Minister of State (Revenue) and the State Finance /Taxation Ministers
to make recommendations to the Union and the States on:

(i) The taxes, cess and surcharges levied by the Centre, the States and the local bodies which may
be subsumed under GST;

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

(iii) The date on which the GST shall be levied on petroleum crude, high speed diesel, motor spirit
(commonly known as petrol), natural gas and aviation turbine fuel;

(iv) Model GST laws, principles of levy, apportionment of IGST and the principles that govern the
place of supply;

(v) The threshold limit of turnover below which the goods and services may be exempted from
GST;
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(vi) The rates including floor rates with bands of GST;

(vii) Any special rate or rates for a specified period to raise additional resources during any natural

calamity or disaster;

(viif) Special provision with respect to the North-East States, J&K, Himachal Pradesh and

14
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Uttarakhand; and any other matter relating to the GST, as the Council may decide.
. How will decisions be taken by the GST Council?

. Article 279-A of the Constitution of India makes provisions as tothe GST Council. It provides that
every decision of the GST Council shall be taken at a meeting by a majority of not less than 3 /4
of the weighted votes of the members present and voting.

o The vote of the Central Government shall have a weightage of 1 /3rd of the votes cast and the
votes of all the State Governments taken together shall have a weightage of 2 /3rd of the total
votes cast in that meeting.

o One half of the total number of members of the GST Council shall constitute the quorum at
its meetings.

. What is GSTN and its role in the GST regime? Discuss any two functions of GSTN.

GSTN stands for Goods and Services Tax Network (GSTN). It is a not-for Profit Company
incorporated under provisions of Section 8 of Companies Act, 2013. GSTN has been set up to
cater to the needs of GST. GSTN has made a site /portal which has been notified as a common GST
electronic portal (under section 146 of CGST Act).
Thus, GSTN has provided IT infrastructure under GST law. The GST portal developed by it is
used by the Central Government as well as by the State Governments. GST portal is referred as
‘common portal’. This portal is the taxpayer interface with the Government.
GSTN is providing facilities to taxpayers as well as the Government. Followingare some important
functions which are performed by GSTN

() Facilitation of registration (as under GST, registration is online);

(if) Payment of GST (Challan for GST payment is created online);

(iii) Returns filing (as under GST, all returns are online);

(iv) Maintenance ofledgers of taxpayers (e-liability, e-credit and e-cash ledger for each registered
taxpayer);

(v) Running the matching engine for matching, reversal and reclaim of input tax credit (presently,
it has been deferred);

(vi) Providing analysis of taxpayers’ profile (based on such analysis, cases will be selected for
scrutiny /audit);

(vii) Sharing of information in taxpayers returns with Centre and State Governments/tax

authorities;

(viii) providingvarious MIS reports tothe Central and the State Governments based on the taxpayer
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return information;

(ix) Computation and settlement of IGST (transfer of funds in between Central Tax Account, State
Tax Accounts and Integrated Tax Account)




MULTIPLE CHOICE QUESTIONS

1. Which of the following taxes have been subsumed in GST?
(a) Central Sales Tax
(b) Central Excise Duty
(c) VAT
(d) All of the above
2. List-I of the Constitution contains matters in respect of which has the exclusive right to make
laws.
(a) Central Government
(b) State
(c¢) Both Centre and State Governments
(d) None of the above

3. GST is levied on supply of all goods and services except:
(a) Alcoholic liquor for human consumption
(b) Tobacco
(¢) Health care services
(d) All of the above
4, On Petroleum Crude, High Speed Diesel, Motor Spirit (commonly known as Petrol), Natural Gas
and Aviation Turbine Fuel:
(@) GST will not be levied at all
(b) GST will be levied from a date to be notified on the recommendations of the GST Council
(c) GST is levied, but exempt
(d) None of the above
5. The functions of Goods and Services Network (GSTN) include:
(a) facilitating registration
(b) forwarding the returns to Central and State authorities
(¢) computation and settlement of IGST
(d) All of the above

6. Which article of the Constitution outlines the composition and functions of the GST Council?

(a) 270 (b) 279A
(c) 246A (d) 269A
7. __ _ _oftheConstitution provides that no tax shall be levied or collected except by authority
of law?
(a) Article 254 (b) Article 245
(c) Article 265 (d) Article 256
8. Tobacco products are subject to:
(a) Excise duty (b) Excise duty plus GST
(¢) Only GST (d) VAT
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9. India has adopted its GST model from

(a) US (b) UK
(¢) Europe (d) Canada
10. Which is known as the GST common portal?
(a) www.chic.gov.in (b) www.gstn.gov.in
() www.gst.gov.in (d) all of the above
Answer Key
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THEORY

Meaning of Goods Section 2(52)

“Goods” means every kind of movable property otherthan money and securities butincludesactionable
claim, growing crops, grass and things attached to or forming part of the land which are agreed to be
severed before supply or under a contract of supply. (As per schedule 3 actionable claims shall not be
considered to be supplied except specified actionable claims.)

Actionable claim: Means a claim to any debt, other than a debt secured by mortgage of immovable
property or by hypothecation or pledge of movable property, or to any beneficial interest in movable
property not in the possession, either actual or constructive, of the claimant, which the civil courts
recognise as affording grounds for relief, whether such debt or beneficial interest be existent, accruing,
conditional or contingent [Section 2(1) of CGST Act read with Section 3 of the Transfer of Property
Act, 1882].

Money: Meansthe Indianlegaltenderoranyforeign currency,cheque,promissory note, hill of exchange,
letter of credit, draft, pay order, traveller cheque, money order, postal or electronic remittance or any
other instrument recognised by the Reserve Bank of India when used as a consideration to settle an
obligation or exchange with Indian legal tender of another denomination but shall not include any
currency that is held for its numismatic value [Section 2(75) of CGST Act].

Meaning of Services Section 2(102)

“Services” means anything other than goods, money and securities but includes activities relating to the
use of money or its conversion by cash or by any other mode, from one form, currency or denomination, to
another form, currency or denomination for which a separate consideration is charged.

Explanation—For the removal of doubts, it is hereby clarified that the expression “services” includes
facilitating or arranging transactions in securities.

Section 7 Meaning of Supply
Section 7(1)

(@) Supply includes all forms of supply (goods and/or services) and includes agreeing to supply
when they are for a consideration and in the course or furtherance of business. It specifically

includes

(i) Sale (if) Transfer
(iif) Barter (iv) Exchange
(v) Licence (vi) Rental

(vii) Lease (viif) Disposal



Consideration
Consideration can be in money or in kind.
Further, a consideration need not always flow from the recipient of the supply. It can also he
made by a third person.
However, any subsidy given by the Central Government or a State Government is not considered
as consideration.

A deposit given in respect of the supply of goods or services or both shall not be considered as
payment made for such supply unless the supplier applies such deposit as consideration for
the said supply.

-

Business Includes:
Any trade fcommerce, manufacture, profession etc. even if there is no monetary benefit.

Supply/acquisition of goods including capital goods & services - in connection with
commencement/closure of business.

Provision of facilities by club fassociation etc.
Admission to any premises for consideration.

Services as holder of office accepted in course/furtherance of trade, profession.

.

Activities of a race club including by way of totalisator or a license to book maker or activities
of a licensed book maker in such club.

Any activity by Government/local authority as public authorities.

For any trade, commerce, or any other similar activity to qualify as business, frequency, volume,
continuity or regularity of such transaction is not a pre-requisite.

\

Examples

o Rishabh buys a car for his personal use and after a year sells it to a car dealer. Sale of car by
Rishabh to car dealer is not a supply under CGST Act because said supply is not made by
Rishabh in the course or furtherance of business.

o Manikarnika sold her old gold bangles and earrings to ‘Aabhushan Jewellers’. Sale of old gold
jewellery by an individual to a jeweller will not constitute supply as the same cannot be said to
be in the course or furtherance of business of the individual.

o Sundaram Acharya, a famous actor, paints some paintings and sells them. The consideration
from such a sale is to be donated to a Charitable Trust - ‘Kind Human' The sale of paintings by
the actor qualifies as supply.

o A Resident Welfare Association provides the service of depositing the electricity bills of the
residents in lieu of some nominal charges. Provision of service by a club or association or
society to its members is treated as supply as this is included in the definition of ‘business’.

o Services by way of admission to circus, cinema halls, amusement parks including theme parks,
waterparks, etc. are considered as supply as these are services by way of admission of persons
to any premises for a consideration.

o Royal Turf Race Club is engaged in facilitating the wagering (betting) transactions on horses
placed through totalisator 10. For providing the service of facilitating wagering transactions,
Royal Turf Race Club gets commission which is deducted and retained by the club from the
total bet value. Said services amount to supply as the activities of a race club are included in
business.
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(a) The activities or transactions, by a person, other than an individual, to its members or
constituents or vice-versa, for cash, deferred payment/other valuable consideration.
Explanation—For the purposes of this clause, it is hereby clarified that, notwithstanding
anything contained in any other law for the time being in force or any judgment, decree or
order of any Court, tribunal or authority, the person and its members or constituents shall be
deemed to be two separate persons and the supply of activities or transactions inter se shall be
deemed to take place from one such person to another.

(b) Supply includes import of a service, made for a consideration and whether or not in the course

or furtherance of business.
This implies that import of services even for personal consumption would qualify as ‘supply’
and therefore would be liable to tax. This would not be subject to the threshold limit as tax is
expected to be payable on reverse charge basis, and the threshold limits do not apply in case of
supplies attracting tax on reverse charge basis.

(¢) The activities specified in Schedule I, made or agreed to be made without consideration.

Schedule |
1. Permanent transfer of business assets where input tax credit has been availed:

The word ‘transfer’ inthis clause suggests that there should be another person who would receive
the business assets at the other end. The use of the words ‘permanent transfer’ implies that the
goods should be transferred without any intention or requirement of having to receive the goods
back. However, even in these types of transactions, it is essential that there is delivery of the
business assets.

E.g. Infosys limited upgraded their 1000 Laptops and donated their old laptops (ITC Claimed) to
the Government Schools. In this case, such donation is treated as supply as per Schedule 1.
2. Supply of goods and /or services between related person, or between distinct persons:

Any supply of goods and for services in the course of business or furtherance of business by a
taxable person to a related person (as defined by way of explanation below Section 15(5)), or by
one taxable person to another taxable person (as Provided in Section 25 of the Act), when made
without consideration, would qualify as ‘supply’

E.g. Free supplies to related persons, stock transfers to a unit outside the State/a different
business vertical, etc. will be reckoned as supplies.

Meaning of Distinct Person

A person who has obtained /is required to obtain more than one registration, whether in one
State /Union territory or more than one State/Union territory shall, in respect of each such
registration, be treated as distinct persons [Section 25(4) of the CGST Act].

E.g. Mohan, a Chartered Accountant, has a registered head office in Delhi. He has also obtained
registration in the State of West Bengal in respect of his newly opened branch office. Mohan
shall be treated as distinct persons in respect of registrations in West Bengal and Delhi.
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Further, where a person who has obtained or is required to obtain registration in a State
or Union territory in respect of an establishment, has an establishment in another State
or Union territory, then such establishments shall be treated as establishments of distinct
persons [Section 25(5) of the CGST Act].

Stock transfers or branch transfers qualify as supply provided the transfer of goods or services is
between:

() Different locations (with separate GST registrations) of same legal entity as these are
transactions between distinct persons, or

(if) Establishments of distinct persons.

Examples

(a) Raghubir Fabrics transfers 1000 shirts from his factory located in Lucknow to his retail
showroom in Delhi so that the same can be sold from there. The factory and retail
showroom of Raghubir Fabrics are registered in the States where they are located. Although
no consideration is charged, supply of goods from factory to retail showroom constitutes
supply.

(b) Raghubir Fabrics transfers 1000 shirts from his factory located in Lucknow to his retail
showroom in Kanpur so that the same can be sold from there. It has taken one registration
in the State of Uttar Pradesh declaring Lucknow factory as its principal place of business
and Kanpurshowroom as its additional place of business. Since no consideration is charged,
supply of goods from factory to retail showroom in the same State under single registration
does not constitute supply.

Meaning of Related Person “Related persons” means

(i) Such persons are partners in business. Example - Mr. A and Mr. B are partners in a business.
They will be considered to be related persons.

(if) Any person holds twenty-five per cent or more of shares of both of them. Example - Mr. Ahas
25% shares in X limited and 25% shares in Y limited, in this case X Itd & Y Itd will be considered
to be related persons.

(iif) Oneofthem controls the other, E.g. Alimited is holding 51% shares of X limited, they are related
persons.

(iv) Together they directly or indirectly control a third person, E.g. ABC limited has 26% shares of
X limited and PQR limited has 27% shares of X limited, in this case ABC & PQR shall be related
person.

(v) Such persons are employer and employee;
(vi) They are members of the same family; As per Section 2(49) “family” means,—
(a) The spouse and children of the person, and
(b) The parents, grand-parents, brothers and sisters of the person if they are wholly or
mainly dependent on the said person.

Note: Any perquisites provided by the employer to its employees in terms of contractual agreement
entered into between the employer and the employee are in lieu of the services provided by
employee to the employer in relation to his employment. It follows therefrom that perquisites
provided by the employer to the employee in terms of contractual agreement entered into
between the employer and the employee will not be subjected to GST.
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3. Supply of goods by a principal to his agent, where the agent undertakes to supply such
goods on behalf of the principal.
E.g. A company is located in Nagpur and employs an agent in Mumbai to undertake sales on
behalf of the company. Goods transferred by the company to the premises of the agent in Mumbai
would qualify as a ‘supply’.

4. Supply of goods by an agent to his principal, where the agent undertakes to receive such
goods on behalf of the principal.

E.g. A company is located in Kanpur and employs an agent in Jaipur to undertake purchases

on behalf of the company. Goods procured and transferred by the agent to the company would
qualify as a ‘supply’.

Ifagent has the authority to pass or receive the title of the goods on behalf of the principal
i.e. where the invoice for further supply is being issued by the agent in his name then,
any provision of goods from the principal to the agent would fall within the schedule L.
However, where the invoice is issued by the agent to the customer in the name of the
principal, such agent shall not fall withinthe schedule I. Similarly, where the goods being
procured by the agent on behalf of the principal are invoiced in the name of the agent
then further provision of the said goods by the agent to the principal would be covered
by Schedule I.

5. Import of services by a taxable person from a related person, or from any of his other
establishments outside India, in the course or furtherance of business.

Note: Importation of services as covered by the definition does not include importation
without consideration. Therefore, this clause is inserted to rope in such services that are
received from related persons/their establishments outside India.

Examples

a

Jhumroo Associates received legal consultancy services from its head office located in Malaysia. The
head office has rendered such services free of cost to its branch office. Since Jhumroo Associates
and the head office are related persons, services received by Jhumroo Associates will qualify as
supply even though the head office has not charged anything from it.

Altd. India has Foreign Subsidiary company B ltd. of USA. Altd. Received management consultancy
services from B Itd. without consideration. In this case this supply will be covered under this clause
of Schedule 1.

Chakmak, a proprietor registered in Delhi, has sought architect services from his son located in the
US, with respect to his newly constructed house in Delhi. Although services have been received by
Chakmak without consideration from his son - a related person, yet it will not qualify as supply
since the same has not been received in course or furtherance of business.

Section 7(1A)

Where a transaction is considered as supply under sub Section (1), they shall be treated either as
supply of goods or supply of service as referred in Schedule II.
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Schedule 11

1. Transfer

Any transfer of title in goods
E.g. Rotomac Sells Pen To Customer

Any transfer of right in goods/undivided share in goods |Services
without transfer of title in goods.

E.g. Car given on rent by Zoom Car.

Any transfer of title in goods under an agreement which | Goods

stipulates that property shall pass at a future date upon
payment of full consideration as agreed.

E.g. Maruti Suzuki Sold car on Hire Purchase To Mr. X

2. | Land and Any lease, tenancy, easement, licence to occupy land. Services
Building E.g. Lease agreement for land
Any lease or letting out of a building including a commercial, | Services

industrial or residential complex for business or commerce,
wholly or partly.

E.g. Shop Is let-out in shopping mall

3. Treatment or
Process

Any treatment or process which is applied to another
person's goods. E.g. XYZ Printer does printingjob for Rotomac
Pens

Services

4, Transfer of
Business
Assets

Goods forming part of business assets are transferred or
disposed off by /under directions of person carrying on the
business so as no longer to form part of those assets.

Goods

Goods held/used for business are put to private use or are
made available to any person for use for any purpose other
than business, by/under directions of a person carrying on
the business.

Services

Goods forming part of assets of any business carried on by a
person who ceases to be a taxable person, shall be deemed
to be supplied by him, in the course or furtherance of his
business, immediately before he ceasesto be ataxable person.

Goods

Exception

E.g. Mr. X, a Electronic trader, is winding up his business. Any goods left in
stock shall be deemed to be supplied by him.

1. Business is transferred as a going concern to another person

2. Business is carried on by a personal representative who is deemed to be a
taxable person.
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Following Supply shall be considered as supply of service.

(@) Renting of immovable property.
ForE.g.:
+ Renting of precincts of a religious place.

+ Renting of property to an educational institution.

(b) Construction of a complex, building, civil structure or a part thereof,
including a complex or building intended for sale to a buyer, wholly or
partly, except where the entire consideration has been received after
issuance of completion certificate, where required, by the competent
authority or after its first occupation, whichever is earlier.

E.g.DLFhasconstructed individual residential unitsforagreed considerationof
¥2 croreperunit. ¥1 croreperunit were received before issuance of completion
certificate by the competent authority and balance after completion

(c) Temporary transfer or permitting use or enjoyment of any intellectual
property right

(d) Development,design, programming, customisation,adaptation, upgradation,
enhancement, implementation of IT software.

E.g. XY7 software developers developed ERP software for A ltd.

(e) Agreeing to the obligation to refrain from an act, or to tolerate an act or
situation, orto do an act.

E.g. Late delivery charges recovered from supplier for non-fulfilment of
contract within stipulated time

Following composite supplies:
(@) Works contract services.

Works contract: means a contract for building, construction, fabrication,
completion, erection, installation, fitting out, improvement, modification,
repair, maintenance, renovation, alteration or commissioning 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.

[Section 2(119) of CGST Act].

(b) Supplybywayoforaspartofanyserviceorinanyothermannerwhatsoever,

of goods, being food or any other article for human consumption or any
drink.

Section 7(2)

Certain supplies will be neither a supply of goods, nor a supply of services: The law lists down matters

which shall not be considered as ‘supply’ for GST. This list includes:

\\, 22\
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A. Activities /transactions in Schedule Il Negative List)
(a) Services by an employee to an employer in the course or in relation to his employment.
(b) Services by any Court or Tribunal established under any law for the time being in force;

(¢) Functions performed by MPs, MLAs, etc.; the duties performed by a person who holds any
post inpursuance of the provisions of the Constitution in that capacity; the duties performed
by specified persons in a body established by the Central State Government orlocal authority,
not deemed as an employee;

(d) Sale ofland and Sale of Building (except sale of under-construction premises where the part
or full consideration is received before issuance of completion certificate or before its first
occupation, whichever is earlier.

(e) Actionable claims, other than specified actionable claims.

Specified Actionable claim Includes betting, casino, gambling, horse racing, lottery & Online
Money Gaming including virtual digital assets

(f) Servicesoffuneral,burial, crematorium or mortuary including transportationofthe deceased.

“Service by way of grant of alcoholic liquorlicence, against consideration in the form of licence
fee or application fee or by whatever name it is called, shall be neither supply of Goods nor
supply of Services”

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

B. An employer and employee are treated as “related persons” and hence any supply of goods or
services by employer to employee without consideration would be considered as supply as per
schedule I. However, gifts not exceeding 50,000 in value in a financial year by an employer to
employees shall not be treated as supply of goods or services or both.

Section 7(3)

The Central Government or the State Government may notify such other transactions to either
qualify as ‘supply of goods’ or as ‘supply of services’ This notification must be issued only upon
recommendations from the Council.

Section 8 Composite and Mixed Supplies

As per Section 2(30), “composite supply” means a supply made by a taxable person to a recipient
consisting of two or more taxable supplies of goods or services or both, or any combination thereof,
which are naturally bundled and supplied in conjunction with each other in the ordinary course of
business, one of which is a principal supply.

Principal supply means the supply of goods or services which constitutes the predominant element
of a composite supply and to which any other supply forming part of that composite supply is
ancillary.

E.g. When a consumer buys a television set and he also gets a warranty and a maintenance contract
with the TV, this supply is a composite supply. In this example, supply of TV is the principal supply,
warranty and maintenance services are ancillary.
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E.g. Charger supplied along with the mobile phone is a composite supply.

E.g. Poshaak Manufacturers entered into a contract with Cheeku Ltd. for supply of readymade shirts
packed in designer boxes at Cheeku Ltd.'s outlet. Further, Poshaak Manufacturers would also get them
insured during transit. In this case, supply of goods, packing materials, transport & insurance is a
composite supply wherein supply of goods is principal supply.

As per Section 2(74), “mixed supply” means two or more individual supplies of goods or services,
or any combination thereof, made in conjunction with each other by a taxable person for asingle price
where such supply does not constitute a composite supply:

E.g. A gift pack comprising of chocolates and sweets is a mixed supply.

E.g. A supply of a package consisting of canned foods, sweets, chocolates, cakes, dry fruits, aerated
drink and fruit juices when supplied for a single price is a mixed supply.

The tax liability on a composite or a mixed supply shall be determined in the following manner, namely:—

(a) Acomposite supply comprising two or more supplies, one of which is a principal supply, shall be
treated as a supply of such principal supply; and

(b) A mixed supply comprising two or more supplies shall be treated as a supply of that particular
supply which attracts the highest rate of tax.

Supplies Given Below Are The Composite Supplies. CBIC Has Clarified As To What Constitutes

The Principal Supply In The Given Composite Supplies:

1. Supply of printed books, pamphlets, brochures, envelopes, annual reports, leaflets, cartons,
boxes etc., printedwith design, logo, name, address or other contents supplied by the recipient
of such printed goods.

In the case of printing of books, pamphlets, brochures, annual reports, and the like, where only
content is supplied by the publisher or the person who owns the usage rights to the intangible
inputs while the physical inputs including paper used for printing belong to the printer, supply of
printing [of the content supplied by the recipient of supply] is the principal supply and therefore
such supplies would constitute supply of service.

In case of supply of printed envelopes, letter cards, printed boxes, tissues, napkins, wallpaper
etc. by the printer using its physical inputs including paper to print the design, logo etc. supplied
by the recipient of goods, predominant supply is supply of goods and the supply of printing of
the content [supplied by the recipient of supply] is ancillary to the principal supply of goods and
therefore such supplies would constitute supply of goods.

2. Retreading of tyres

Pre-dominant element is the process of retreading which is a supply of service. Rubber used for
retreading is an ancillary supply.

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

Buy one get one free offer

It may appear at first glance that in case of offers like “Buy One, Get One Free”, one item is being
“supplied free of cost” without any consideration. In fact, it is not an individual supply of free
goods, but a case of two or more individual supplies where a single price is being charged for the
entire supply. It can at best be treated as supplying two goods for the price of one.

Taxability of such supply will be dependent upon as to whether the supply is a composite
supply or a mixed supply and the rate of tax shall be determined accordingly.
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More Than One Supply Made Together And Taxed At The Individual Rates

There can be a case where an activity /transaction involves more than one supply of goods or services
or both, but neither they are composite supplies nor can be categorised as mixed supplies, that is, all
supplies carry independent significance. In such a case, if separate consideration is indicated against
each supply, each such supply shall be charged at the respective rate applicable to that particular
supply.

Example

In case of servicing of cars involving supply of both goods (spare parts) and services (labour) where
the value of goods and services are shown separately, the goods and services would be liable to tax at
the rates as applicable to such goods and services separately.

B CLARIFICATIONS

1. Artworks sent by artists to galleries for exhibition is not a supply
Artists give their work of art to galleries where it is exhibited forsupply. However, no consideration
flows from the gallery to the artist when the art works are sent to the gallery for exhibition and
therefore, the same is not a supply. It is only when a buyer selects a particular art work displayed
at the gallery, that the actual supply takes place and applicable GST would be payable at the time
of such supply. [Circular No. 22 /22 /2017 GST dated 21.12.2017].

2. CBIC has clarified Taxability of ‘tenancy rights’ /pagadi under GST as under:

Pagadisystem,i.e.transfer of tenancy rights against tenancy premium, is prevalent in some States.
The activity of transfer of tenancy right against consideration [i.e. tenancy premium] is squarely
covered under supply of service liable to GST. It is a form of lease or renting of property and such
activity is specifically declared to be a service in of Schedule II i.e. any lease, tenancy, easement,
licence to occupy land is a supply of services.
Although stamp duty and registration charges have been levied onsuch transfer of tenancy rights,
it shall be still subject to GST since merely because a transaction/supply involves execution of
documents which may require registration and payment of registration fee and stamp duty,
would not preclude them from the ‘scope of supply’ and from payment of GST.
Thetransfer of tenancy rights cannot be treated as sale of land /building. Thus, it is not a negative
list activity and consequently, a consideration for the said activity shall attract levy of GST. To
sum up, transfer of tenancy rights to a new tenant against consideration in the form of tenancy
premium is taxable. Further, services provided by outgoing tenant by way of surrendering the
tenancy rights against consideration in the form of tenancy premium is liable to GST[Circular
N0.44/18/2018 CGST dated 02.05.2018]

3. Inter-State movement of various modes of conveyance

Inter-State movement of various modes of conveyance, between distinct persons as Specified
in Section 25(4) of the CGST Act, including-

o Buses, o Trailers,

o Trains, o Vessels,

o Trucks, o Containers,
o Tankers, o Aircrafts,

Supply Under GST




(i) Carrying goods or passengers or both; or

(ii) For repairs and maintenance, except in cases where such movement is for further
supply of the same conveyance, such inter-State movement shall be treated ‘neither as
a supply of goods or supply of service’ and therefore notbe leviable to IGST. Thus, above
activity may not be treated as supply and consequently IGST will not be payable on such
supply.
However, applicable CGST /SGST /IGST, as the case may be, shall be leviable on repairs
and maintenance done for such conveyance.

4. Donations/Charity/Gift
GST is not leviable where all the following three conditions are satisfied namely:
(@) Giftor donation is made to a charitable organisation
(b) Payment has the character of gift or donation
(¢) Purpose is philanthropic (i.e., it leads to no commercial gain) and not advertisement
Examples

o Bhushan donated a blackboard to Yoganisht Sansthan - a charitable yoga institution.
Yoganisht Sansthan printed underneath the blackboard so donated - “Good wishes from
Mr. Bhushan”

o Smt. Durga Devi donated some money to a temple in the memory of her late father. The
Temple Trust constructed a room in the temple complex from such donations and wrote
“Donated by Smt. Durga Devi in the memory of her father” on the door floor of the room.
In above examples, it may be noticed that there is no reference or mention of any business
activity of the donor which otherwise would have been advertised.

Clarification Of Issues Pertaining To Del-Credere Agent (DCA)

A DCA is a selling agent who is engaged by a principal to assist in supply of goods or services by
contacting potential buyers on behalf of the principal. The factor that differentiates a DCA from other
agents is that the DCA guarantees the payment to the supplier.

In such scenarios where the buyer fails to make payment to the principal by the due date, DCA makes
the payment to the principal on behalf of the buyer (effectively providing an insurance against default
by the buyer), and for this reason the commission paid to the DCA may be relatively higher than that
paid to a normal agent.

Issue 1

Whether a DCA falls under the ambit of agent under Para 3 of Schedule I of the CGST Act?
Clarification

Whether or not the DCA will fall under the ambit of agent under Para 3 of Schedule [ of the CGST Act
depends on the following possible scenarios:

(a) In cases where the invoice for supply of goods is issued by the supplier to the customer, either
himself or through DCA, the DCA does not fall under the ambit of the agent.

(b) In cases where the invoice for supply of goods is issued by the DCA in his own name, the DCA
would fall under the ambit of the agent.
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Issue 2
Whetherthe temporary shortterm transaction based loan extended by the DCA to the recipient
(buyer), for which interest is charged by the DCA, is to be included in the value of goods being
supplied by the supplier (principal) where DCA is not an agent under Para 3 of Schedule I of
the CGST Act?
Clarification
In such a scenario, following activities are taking place:

1. Supply of goods from supplier (principal) to recipient;

2. Supply of agency services from DCA to the supplier or the recipient or both;

3. Supply of extension of loan services by the DCA to the recipient.
It is clarified that in cases where the DCA is not an agent under Para 3 of Schedule [ of the CGST Act,
the temporary short-term transaction based loan being provided by DCA to the buyer is a supply
of service by the DCA to the recipient on Principal to Principal basis and is an independent supply.
Therefore, the interest being charged by the DCA would not form part of the value of supply of goods
supplied (to the buyer) by the supplier.
Issue 3
Where DCA is an agent under Para 3 of Schedule I of the CGST Act and makes payment to the
principal on behalf of the buyer and charges interest to the buyer for delayed payment along
with the value of goods being supplied, whether the interest will form a part of the value of
supply of goods also or not?

Clarification
In such a scenario following activities are taking place:

1. Supply of goods by the supplier (principal) to the DCA

2. Further supply of goods by the DCA to the recipient

3. Supply of agency services by the DCA to the supplier or the recipient or both

4. Extension of credit by the DCA to the recipient.
It is clarified that in cases where the DCA is an agent under Para 3 of Schedule I of the CGST Act, the
temporary short-term transaction based credit being provided by DCA to the buyer no longer retains
its character of an independent supply and is subsumed in the supply of the goods by the DCA to the
recipient. It is emphasised that the activity of extension of credit by the DCA to the recipient would

not be considered as a separate supply as it is in the context of the supply of goods made by the DCA
to the recipient.

No supply of service by the insured to the insurance company in lieu of ‘No Claim Bonus’ offered
by said insurance company to him

The issue which arose for consideration was whether the deduction on account of ‘No Claim Bonus’ (NCB)
allowed by the insurance company from the insurance premium payable by the insured, canbe considered
as consideration for the supply provided by the insured to the insurance company, for agreeing to the
obligation to refrain from the act of lodging insurance claim during the previous year(s).

As per practice prevailing in the insurance sector, the insurance companies deduct ‘No Claim Bonus’
from the gross insurance premium amount, when no claim is made by the insured person during the
previous insurance period(s). The customer/insured procures insurance policy to indemnify himself
from anyloss/ injury as per the terms of the policy and is not under any contractual obligation not to
claim insurance claim during any period covered under the policy, in lieu of NCB.
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It is, therefore, clarified that there is no supply provided by the insured to the insurance company
in form of agreeing to the obligation to refrain from the act of lodging insurance claim during the
previous year(s) and NCB cannot be considered as a consideration for any supply provided by the
insured to the insurance company. [Circular No. 186/18/2022 GST dated 27.12.2022]

Applicability on liquidated damages, compensation and penalty arising out of breach of contract
or other provisions of law

CBIC has clarified issues with respect to
GST applicability on liquidated damages,
compensation and penalty arising out of
breach of contract or other provisions of
law.

Expression “Agreeing to the obligation to refrain from
an act or to tolerate an act or a situation, or to do an
act” has three limbs

Clarification: “Agreeing to the obligation Agreeing to Agreeing to the Agreeing
to refrain from an act or to tolerate an act || the obligation obligation to to the

or a situation, or to do an act” has been to refrain tolerate an act obligation to
specifically declared to be a supply of from an act or a situation do an act

service in para 5(e) of Schedule II if the
same constitutes a “supply” within the meaning of the CGST Act.

Agreeing to the obligation to REFRAIN from an act

Examples

o Example of activities that would be covered by this part of the expression would include non-
complete agreements, where one party agrees not to compete with the other party in a product,
service or geographical area against a consideration paid by the other party.

o Another example of such activities would be a builder refraining from constructing more than a
certain number of floors, even though permitted to do so by the municipal authorities, against a
compensation paid by the neighbouring housing project, which wants to protect its sunlight, or
an industrial unit refraining from manufacturing activity during certain hours against an agreed
compensation paid by a neighbouring school, which wants to avoid noise during those hours.

Agreeing to the obligation to tolerate an act or a situation

This would include activities such a shopkeeper allowing a hawker to operate from the common
pavement in front of his shop against a monthly payment by the hawker, or an RWA tolerating the
use of loud speakers for early morning prayers by a school located in the colony subject to the school
paying an agreed sum to the RWA as compensation.

Agreeing to the obligation to do an act

This would include the case where an industrial unit agrees to install equipment for zero emission/
discharge at the behest of the RWA of a neighbouring residential complex against a consideration paid
by such RWA, even though the emission/discharge from the industrial unit was within permissible
limits and there was no legal obligation upon the individual unit to do so.

Above three activities must comply with the following conditions:

1. There must be an expressed orimplied agreement or contract must exist
Above three activities mustbe under an “agreement” or a “contract” (whether express or implied)
to fall within the ambit of para 5(e) of Schedule II. In other words, one of the parties to such
agreement/contract (the first party) must be under a contractual obligation to either (a) refrain
or (b) tolerate or (c) do.
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Such contractual arrangement must be an independent arrangement in its own right. Such
arrangement/agreement can take the form of an independent stand- alone contract or may form
part of another contract.
Thus, a person (the first person) can be said to be making a supply by way of refraining from
doing something or tolerating some act or situation to another person (the second person) if the
first person was under an obligation to do so and then performed accordingly.
Such a contract cannot be imagined or presumed to exist just because there is a flow of money
from one party to another. There must be an expressed or implied promise by the recipient of
money to agree to do or abstain from doing something in return for the money paid to him.
2. Consideration must flow in return to this contract/agreement

Some “consideration” must flow in return from the other party to this contract/agreement (the
second party) to the first party for such (a) refraining or (b) tolerating or (c) doing.
Taxability of some of the transactions has been discussed in detail as under:

o Liquidated Damages

© ‘Liquidated Damages’ refers to cash compensation payable to aggrieved party for breach of contract.

o Liquidated damages cannot be said to be a consideration received for tolerating the breach
or non-performance of contract. They are rather payments for not tolerating the breach of
contract.

o A contract is entered into for execution and not for its breach. The liquidated damages or
penalty are not the desired outcome of the contract.

o Hence, where ‘liquidated damages’ is paid only to compensate for loss or damage suffered by
the aggrieved party due to breach of the contract, and
» There is no agreement, express or implied, by the aggrieved party receiving the liquidated

damages, to refrain from or tolerate an act or to do anything for the party paying the
liquidated damages,
» Such payments do not constitute consideration for a supply & are not taxable.

o Eg. Penalty stipulated in a contract for delayed construction of houses

o Eg. Forfeiture of earnest money by a seller in case of breach of ‘an agreement to sell” an
immovable property by the buyer.

Forfeiture of such earnest money is not a consideration for tolerating the breach of contract but as a
compensation for the losses suffered and as a penalty for discouraging the non-serious buyers

Such payments being merely flow of money are not a consideration for any supply and are not taxable.
o The main element in such cases is to consider whether payments constitute consideration
for another independent contract envisaging tolerating an act or situation or refraining from
doing any act or situation or simply doing an act. If the answer is yes, then it constitutes a
‘supply’ irrespective of by what name it is called.
Eg. A contract for package tour may stipulate forfeiture of security deposit in the event of cancellation
of tour by the customer.
Eg. A contract for lease of movable or immovable property may stipulate that the lessee shall not

terminate the lease before a certain period and if he does so he will have to pay certain amount as
early termination fee or penalty.
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o Cheque dishonor fine/penalty
o Thesupplierwantspaymenttobe received ontime and does notwant chequetobedishonoured.
o There is never an implied or express offer or willingness on part of the supplier that he would
tolerate deposit of an invalid, fake or unworthy instrument of payment against consideration
in the form of cheque dishonour fine or penalty.
o Therefore, cheque dishonor fine or penalty is not a consideration for any service and not
taxable.
o Penaltyimposed for violation of laws
o Penalty imposed for violation of laws such as traffic violations, or for violation of pollution
norms or other laws are also not consideration for any supply received and are not taxable
o Laws are not framed for tolerating their violation. They stipulate penalty not for tolerating
violation but for not tolerating, penalizing and deterring such violations.
o There is no agreement between the Government and the violator specifying that violation
would be allowed or permitted against payment of fine or penalty.
a Forfeitureofsalary orpaymentofbond amountinthe eventofemployeeleavingemployment
before the minimum agreed period.

o The said amounts are recovered by the employer not as a consideration for tolerating the act
of such premature quitting of employment but as penalties for dissuading the non-serious
employees from taking up employment and to discourage and deter such a situation.

o Further, the employee does not get anything in return from the employer against payment of
such amounts.

o Therefore, such amounts recovered by the employer are not taxable as consideration for the
service of agreeing to tolerate an act or a situation.

o Late payment surcharge or fee.

o Facility of accepting late payments with interest or late payment fee, fine or penalty is a facility
granted by supplier naturally bundled with the main supply.

o Almost all service providers across the world provide the facility of accepting late payments
with late fine or penalty.

o Since it is ancillary to and naturally bundled with the principal supply such as of electricity,
water, telecommunication, cooking gas, insurance etc. it should be assessed at the same rate

as the principal supply.
o However, same cannot be said of cheque dishonor penalty as discussed earlier.
o Fixed charges for power

o Theprice charged for electricity by the power generating companies from the State Electricity
Boards (SEBs) /DISCOMS or by SEBs/DISCOMs from individual customers has 2 components

namely,
o Minimum fixed charge, and
o Variable per unit charge
o Arecharged for sale of electricity and are thus not taxable, as electricity is exempt from GST.

o Cancellation charges
o Suppliers of services such as hotel accommodation, tour and travel, transportation etc. provide
the facility of cancellation of the intended supplies within a certain time period on payment of
cancellation fee.
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o This cancellation facility against payment of charges is a natural part of supply.

o The amount forfeited in the case of non-refundable ticket for air travel or security deposit or
earnest money forfeited in case of the customer failing to avail the travel, tour operator or hotel
accommodation service or such other intended supplies should be assessed at the same rate
as applicable to the service contract, say air transport or tour operator service, or other such
services.

B CLARIFICATION RELATED TO SUPPLY OF FOOD AND BEVERAGES AT CINEMA
HALLS TAXABLE AS RESTAURANT SERVICE

It is hereby clarified that:

o Supply of food or beverages in a cinema hall is taxable as ‘restaurant service’ as long as:
o Thefood or beverages are supplied by way of or as part of a service, and
o Supplied independent of the cinema exhibition service.

o Where the sale of cinema ticket and supply of food and beverages are clubbed together, and such
bundled supply satisfies the test of composite supply, the entire supply will attract GST at the rate
applicable to service of exhibition of cinema, the principal supply.

B CLARIFICATION ONTAXABILITY OF SHARES HELD IN A SUBSIDIARY COMPANY
BY HOLDING COMPANY
It is clarified that securities are considered neither as goods nor as services in terms of definition of

goods under section 2(52) and the definition of services under section 2(102). Further, securities
include ‘shares’ as per definition of securities.

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.
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QUESTION BANK

Itis further clarified that the value of the interest charged for such credit would be required to be included
in the value of supply of goods by DCA to the recipient as per Section 15(2)(d) of the CGST Act.

1.
Sol.

Sol.

Sol.

Sol.

What is the taxable event under the GST?

Taxable event under the GST is supply of goods or services or both. CGST and SGST /UTGST will
be levied on intra-State supplies. IGST will be levied on inter-State supplies.

. What is the tax treatment of composite supply and mixed supply under the GST?
Sol.

Composite supply shall be treated as supply of the principal supply. Mixed supply would be treated
as supply of that particular goods or services which attracts the highest rate of tax.

Supply of all goods and /or services is taxable underthe GST. Discuss the validity of the statement.

The statement is incorrect. Supplies of all goods and services are taxable except:
(i) Supply of alcoholic for human consumption
(if) Petroleum products
o High speed diesel
Petroleum crude
Motor spirit

c ¢ 0

Aviation turbine fuel
o Natural gas

Shall be taxable with effect from a future date. This date would be notified by the Government on
the recommendations of the GST Council.

. Whether transfer of title and for possession is necessary for a transaction to constitute supply of

goods?

Title as well as possessionboth has to be transferred for a transaction to be considered as a supply
of goods. In case title is not transferred, the transaction would be treated as supply of service
in terms of Schedule Il (1) (b) of the CGST Act. In some cases, possession may be transferred
immediately but title may be transferred at a future date like in case of sale on approval basis or
hire purchase arrangement. Such transactions will also be termed as supply of goods.

Examine whether the following activities would amount to supply under Section 7 of the CGST
Act:

(@) SulekhaManufacturers haveafactoryinDelhiand a depotin Mumbai. Both these establishments
are registered in respective States. Finished goods are sent from the factory in Delhi to the
Mumbai depot without consideration so that the same can be sold.

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

(¢) Would your Solution be different if in the above case, Raman has taken advice in respect of
his business unit in Chennai?

(a) Schedule I ofthe CGST Act, inter alia, stipulates that supply of goods or services or both between
related persons or between distinct persons as specified in Section 25, is supply even without
considerationprovided it is made inthe course or furtherance of business. Further, whereaperson
who has obtained or is required to obtain registration in a State in respect of an establishment, has
an establishment in another State, then such establishments shall be treated as establishments
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of distinct persons [Section 25 of the CGST Act]. In view of the same, the factory and depot of
Sulekha Manufacturers are establishments of two distinct persons. Therefore, supply of goods
from Delhi factory of Sulekha Manufacturers to Mumbai Depot without consideration, but in
course/furtherance of business, is supply under Section 7 of the CGST Act.

(b) Schedule I of the CGST Act, inter alia, stipulates that import of services by a taxable person
from a related person located outside India, without consideration is treated as supply if it is
provided inthe course orfurtherance of business. Explanationto Section 15, inter alia, provides
that persons shall be deemed to be “related persons” if they are members of the same family.
Further, as per Section 2(49) of the CGST Act, 2017, family means,—

(1) The spouse and children of the person, and

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

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

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

6. State whether the following supplies would be treated as supply of goods or supply of services
as per Schedule II of the CGST Act:
(@) Renting of immovable property.
(b) Goods forming part of business assets are transferred or disposed of by/under directions of
the person carrying on the business, whether or not for consideration.
(c) Transfer of right in goods without transfer of title in goods.
(d) Transfer oftitle in goods under an agreement which stipulates that property shall pass at a
future date.
Sol. (@) Supply of services (b) Supply of goods
(c) Supply of services (d) Supply of goods
7. Determine whether the following supplies amount to composite supplies:

(i) A hotel provides a 4 days- 3 nights package wherein the facility of breakfast and dinner is
provided along with the room accommodation.

(i) Atoothpaste company has offered the scheme of free toothbrush along with the toothpaste.

Sol. Under composite supply, two or more taxable supplies of goods or services or both, or any
combination thereof, are naturally bundled and supplied in conjunction with each other, in the
ordinary course of business, one of which is a principal supply [Section 2(30) of the CGST Act].
In view of the same,

(i) Since the supply of breakfast and dinner with the accommodation in the hotel are naturally
bundled, said supplies qualify as ‘composite supply’

(if) Since the supply of toothbrushes along with the toothpaste are not naturally bundled, said
supplies do not qualify as ‘composite supply’.
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8. Whether goods supplied on hire purchase basis will be treated as supply of goods or supply of
services? Give a reason.

Sol. Supplyofgoodsonhirepurchaseshallbetreated as supplyofgoodsasthereistransferoftitle, albeitata
future date.

9. Examine whether the activity of import of service in the following independent cases would
amount to supply under Section 7 of the CGST Act, 20177

(1)

(i)

(iif)

Miss Shriniti Kaushik received vaastu consultancy services for her residence located at Bandra,
Mumbaifrom Mr. Racheal of Sydney (Australia). The amount paid for the said service is 5,000
Australian dollars.

Miss Shriniti Kaushik received vaastu consultancy services for her residence located at Bandra,
Mumbaifrom her son, Mr. Varun residing in Sydney (Australia). Further, Miss Shriniti did not
pay any consideration for the said service.

Miss Shriniti Kaushik received vaastu consultancy services for her business premises located at
Bandra, Mumbai from herson, Mr. Varun residing in Sydney (Australia). Further, Miss Shriniti
did not pay any consideration for the said service.

Sol. (i) Supply, under Section 7 of the CGST Act, 2017, inter alia,

(i)

(iif)

o Includes import of services for a consideration

o Even if it is not in the course or furtherance of business.

Thus, although the import of service for consideration by Miss. Shriniti Kaushik is not in the
course or furtherance of business, as the vaastu consultancy service has been availed in respect
of residence, it would amount to supply.

Section 7 of the CGST Act, 2017 read with Schedule [ provide that import of services by a
taxable person from a related person located outside India, without consideration is treated
as supply if it is provided in the course or furtherance of business.

In the given case, import of service without consideration by Miss Shriniti from her son - Mr.
Varun [son, being a member of the same family, is a related person] will not be treated as
supply as it is not in the course or furtherance of business.

Section 7 of the CGST Act, 2017 read with Schedule [ provide that import of services by a
taxable person from a related person located outside India, without consideration is treated
as supply if it is provided in the course or furtherance of business.

Thus, import of service without consideration by Miss Shriniti from her son - Mr. Varun (son,
being member of the same family, is a related person) will be treated as supply as she receives
vaastu consultancy service for her business premises, i.e. in course or furtherance of business.

10. Explain the meaning of the term “recipient of supply of goods and for services” under the CGST
Act, 2017.

Sol. Recipient of supply of goods or services or both, means—

(a)
(b)

(c)

Where a consideration is payable for the supply of goods or services or both, the person who
is liable to pay that consideration;

Where no consideration is payable for the supply of goods, the person to whom the goods
are delivered or made available, or to whom possession or use of the goods is given or made
available; and

Where no consideration is payable for the supply of a service, the person to whom the service
is rendered, and any reference to a person to whom a supply is made shall be construed as a
reference to the recipient of the supply, and shall include an agent acting as such on behalf of
the recipient in relation to the goods or services or both supplied.
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11.

Sol.

12.

Sol.

13.

Sol.

Supply Under GST

“State Government has exclusive power to notify a transaction to be supply of goods or services.”
Discuss the correctness of the statement.

The said statement is not correct. State Government can notify a transaction to be supply of goods
or services but only on the recommendations of the GST Council. Further, Central Government
or State Government, both on the recommendations of the GST Council, can notify an activity to
be the supply of goods and not supply of services or supply of services and not supply of goods
or neither a supply of goods nor a supply of services.

National Electronics Ltd., registered in Kerala dealing in supply of electronic items, transferred
some of its stock to its another unit located in Karnataka (inter-state transfer). Whether such
self-supplies are taxable under the GST?

Yes, transfers of stocks made by National Electronics Ltd. are taxable under GST. The definition
of supply given under Section 7 of the CGST Act, 2017 is an inclusive one. It does not specify
that supply is to be made by one person to another. So, self-supplies are to be treated as supply
in terms of Section 7 of the CGST Act. Further, Section 25(5) provides that where a person who
has obtained or is required to obtain registration in a State or Union territory in respect of an
establishment has an establishment in another State or U nion territory, then such establishments
shall be treated as establishments of distinct persons.

Clause (2) of Schedule I of the CGST Act, 2017 inter alia provides that supply of goods between
distinct persons as specified in Section 25 made in the course or furtherance of business is to be
treated as supply even if made without consideration.

Inter-state self-supplies such as stock transfers, branch transfers or consignment sales shall be
taxable under IGST even though such transactions may not involve payment of consideration.

Every supplier is liable to register under the GST law in the State or Union Territory from where
he makes a taxable supply of goods or services or both in terms of Section 22 of the CGST Act.
However, intra-state self- supplies are not taxable subject to not opting for registration as a
business vertical.

R-TECH Consultancy, registered in Bangalore, supplies technical consultancy services to its clients.
Ithas been providing technical services to Tata Ltd., Bangalore since past two years. Consideration
is settled by Tata Ltd. assignment wise. Tata Ltd. paid ¥66 lakh to R-TECH Consultancy on 10th
September, 20XX on R-TECH consultancy agreeing to not provide similar technical services to
any other business entity in India or abroad for a period of 8 years. R-TECH Consultancy is of the
view that ¥66 lakh is not chargeable to GST.

You are required to examine whether the view taken by RTECH Consultancy is valid in law. Calculate
the GST liability of R-TECH Consultancy, if any. The technical services provided by R-TECH consultancy
are otherwise chargeable to the GST at the rate of 18%. It may be noted that Tata Ltd. is not ready to
pay any further amount to R-TECH Consultancy in addition to the amount already agreed.

The view taken by R-TECH Consultancy is not valid in law. The scope of supply is defined by Section
7(1) of the CGST Act, 2017. It includes deemed supply given under Schedule II. The paragraph
5(e) of Schedule II provides that agreeing to the obligation to refrain from an act, or to tolerate
an act or a situation, ortodo an act is treated as supply of service.

Thus, any consideration received for agreeing to the obligation to refrain from an act, is subject
to the GST. Consideration received for non-compete agreement is deemed as consideration for
supply of services Consideration of 66 lakh received on the promise of R-TECH consultancy of
not providing similar services to any other person, is consideration for supply which is chargeable
to the GST.
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Since the GST is not separately collected, it will be assumed that it is included in¥66 lakh. Rule 35 of
the CGST Rules, 2017 provides that where the value of supply is inclusive of GST, the tax amount is
determined in the following manner:

Tax amount = (Value inclusive of taxes x GST rate in %) [IGST or CGST, SGST /UTGST] /(100 + sum
of GST rates in %)

Consequently, the value of taxable supply will be ¥55,93,220 (i.e, ¥66,00,000 x 100/118).
GST liability on ¥55,93,220 will be calculated as follows-

Particuls ,_ 2
Taxable value of supply 53.98.220
Add: CGST @ 9% of 355,953,220 5,03,390
SGST @ 9% of ¥55,93,220 5,03,390
Total GST liability 10,06,780

Aprofessional training institute gets its training material printed from a printingpress. The content
of the material is provided by the training institute who owns the usage rights of the same while
the physical inputs including paper used for printing belong to the printer.

Ascertain whether supply of training material by the printing press constitutes supply of goods
or supply of services.

Supply of books printed with contents supplied by the recipient of such printed goods, is composite
supply and the question, whether such supplies constitute supply of goods or services would be
determined on the basis of what constitutes the principal supply.

Principal supply has been defined in Section 2(90) of the CGST Act as supply of goods or services
which constitutes the predominant element of a composite supply and to which any other supply
forming part of that composite supply is ancillary.

In the case of printing of books where content is supplied by the publisher or the person who
owns the usage rights to the intangible inputs while the physical inputs including paper used
for printing belong to the printer, supply of printing [of the content supplied by the recipient of
supply] is the principal supply and therefore, such supplies would constitute supply of service.

“Exchangeis a form of supply of goods or services orboth, made or agreed to be made for a consideration
by a person in the course or furtherance of business.” — Explain it with the help of an example.

When two persons mutually transfer the ownership of one thing for the ownership of another,
neither thing nor both things being money only, the transaction is called an exchange.

Exchange offers on products such as televisions, mobile phones and refrigerators are also taxable
underthe GST astheseare also transactions for consideration in course or furtherance of business.

Example: Mr. Raju is a dealer of new cars. He sells new cars for ¥8,25,000 and agrees to reduce
¥1,25,000 on surrendering of an old car. Mr. Abin who intends to buy a new car worth ¥8,25,000
agreed to exchange his old car with a new car.

Under the GST law, it will be treated as Mr. Raju has supplied the goods (new car) to Mr. Abin.
Consideration for this supply is an old car and some money.

It shall be noted that supply of an old car by Mr. Abin to Mr. Raju will not constitute supply if Mr.
Abin is not a business entity, the reason being that any transaction for consideration amounts to
supply only if it is made in course or furtherance of business.
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16. Whether actionable claim liable to GST?

Sol. As per Section 2(52) of the CGST/SGST Act actionable claims are to be considered as goods.
Schedule 111 read with Section 7 of the CGST /SGST Act lists the activities or transactions which
shall be treated neither as supply of goods nor supply of services. The Schedule lists actionable
claims other than lottery, betting and gambling as one of such transactions. Thus, only betting,
gambling and lottery shall be treated as supplies under the GST regime. All the other actionable
claims shall not be supplies.

17. Whethertransaction in securities taxable in the GST?

Sol. Securities have been specifically excluded from the definition of goods as well as services. Thus,
the transaction in securities shall not be liable to GST.
18. Discuss the applicability of GST in the following cases:
(i) Manu transfers 1,000 debentures of Chugg Ltd. to Naresh for a consideration of ¥5,94,000.
(i) Taju transfers a plot of land situated in Mumbai to Babu for a consideration of ¥55 lakhs.
Consideration is, however, payable in installments.

Sol. () Sale ofdebentures- GST is applicable on supply of goods and for services. Debentures aresecurities.
Under GST law, securities are neither ‘goods’ (as defined u /Section 2(52)) nor ‘services’ (as defined
u/Section 2(102)). Thus, transfer of debentures (securities) is not subject to GST.

(ii) Saleofplotofland - Plot ofland, being immovable property, is not ‘goods’ as defined u/Section
2(52) of CGST Act. However, it is covered by definition of ‘service’ as given u/Section 2{102)
of CGST Act. However, transactions of sale of land are out of scope of supply under GST law
(Section 7(2) of CGST Act read with Schedule I11 of CGST Act). Thus, sale consideration is not
subject to GST.

19. Discuss the applicability of GST in the following cases:
(i) Mr. Amal deposits 1.5 lakh in cash in his savings account with ICICI bank, Delhi.

(i) Sale of derivatives by Mr. Yash for a consideration of ¥8,60,000. Mr. Yash is a dealer in shares
and security.

(iif) Mr.Zamirtakes a housing loan from HDFC bank. Rate of interest is 7.5%. Loan is repayable after
7 years. 313,500, being documentation charges, is payable by Mr. Zamir at the time of taking
loan. Interest would be part of EMI which will be payable on the 10™ day of every month.

Sol. (i) Cash deposit in bank - It is a transaction in money. GST is not applicable on making a bank
deposit.

(if) Transfers of derivatives - Derivatives are securities. Securities are neither goods nor services.
Thus, GST is not applicable on transfer of securities.

(iif) Housing loan - Supply of money by bank does not constitute supply of goods or services.
Thus, GST is not applicable. However, document charges 0f¥13,500 are subject to GST. Interest
payable being for use of money constitutes ‘supply of services’. However, GST on interest
element is exempt (entry 27 of exemption notification).

20. Whether import of services will be liable to tax under the GST regime? Alternative,
Will import of services without consideration be taxable under the GST?
Sol. The following import of service will qualify as supply under CGST Act, 2017:

(i) Import of service for a consideration: Such import will constitute ‘supply’ whether or not it
is in the course or furtherance of business is a supply ( Section 7(1)(b) of CGST Act, 2017).

Supply Under GST '/
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(if) Import of service without consideration: Such import will constitute ‘supply’ only if import of
servicehas been made by a person from a related person orfrom any of his otherestablishments
outside India, in the course or furtherance of business (Section 7(1)(c) read with Schedule [
of CGST Act, 2017)

Mrs. Pragati received legal advice for her personal problems & paid 1,000 pounds as a legal fee
to Miss Unnati of U.K. (London). Explain whether the above activity of import of service would
amount to supply under Section 7 of the CGST Act, 20177

If in the above case both of them are real sisters & no consideration is paid then will it change
your Solution? Further inthe above case both of them are real sisters & Mrs. Pragati receives legal
advice for her business & she didn't pay any consideration then what will be your Solution?

The given situation is a case of import of service (location of supplier outside India, recipient in
India and place of supply of service determined as per Sec. 13 of IGST Act is in India)

Solutions to each given situation is as follows

(1) Import of legal service for consideration of 1,000 pound:

Importation of service for consideration is supply whether or not inthe course or furtherance
of business [Section 7(1) (b) of CGST Act]. Thus, even if Mrs Pragati has received such
service for his personal purpose, import will qualify as supply as it is being made for
consideration.

(2) Import of legal service without consideration:
(a) Import oflegal service in personal matter

Import of any service without consideration amounts to supply interms of Section 7(1)
(c) read with Schedule I (Para 4)

Only if following conditions are fulfilled:

(i) Import is by a person;

(if) Import is in course or furtherance of business of such taxable person;
(iif) Import is from related person or own establishment outside India.

Presuming Mrs Pragati is taxable person under GST, still import of legal service by will
not amount to supply as such import it not in course or furtherance of business (as
such advice is for personal matter)

(b) Import oflegal service in business matter

If Mrs Pragatiis a personand import of service is for business matters, then such import without
consideration would amount to supply if it is from a related person or his other establishment
outside India.

Import from a real sister is not an import from ‘related person’. GST law has defined a related
person to include members of the same family. Sister is considered as a family member if she is
wholly or mainly dependent upon the person. In given question, it seems Mrs Unnati in UK is
quite independent and no way dependent upon Mrs Pragati and therefore, Mrs Pragti and Mrs
Unnati are not ‘related person’ under GST law.

Since import of service without consideration is not froma related person or other establishment
outside India, it will not amount to supply under GST law.
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22. Sahab Sales, an air-conditioner dealer in Janakpuri, Delhi, needs 4 air-conditioners for his newly
constructed house in Safdarjung Enclave. Therefore, he transfers 4 air-conditioners [on which
ITC has already been availed by it] from its stock, for the said purpose. Examine whether the said
activity amounts to supply under Section 7 of the CGST Act, 2017,
Further, a Janakpuri resident, Aakash, approached Sahab Sales. He sold an air- conditioner to Sahab

Sales for ¥5,000. Aakash had bought the said air-conditioner six months before, for his residence.

Does sale of the air conditioner by Aakash to Sahab Sales amount to supply under Section 7 of
the CGST Act, 2017.

Sol. Section 7 defines the scope of supply’ In general, supply covers those transactions where goods
or services or both are supplied for consideration in the course of or furtherance of business
(Section 7(1) (a)). Besides that, scope of supply has been extended to cover certain specified
transactions which are undertaken even without any consideration (Section 7(1) (¢) read with
Schedule I). One such transaction without consideration is where business assets on which ITC
has been availed are transferred or disposed-off permanently.

In view of said provisions, the Solution to given situations are as follows:

(a) Permanent transfer of air-conditioner (trading stock which is his business asset on which
he has availed ITC): Permanent transfer of air conditioners by Sahab Sales from its stock for
personal use at its residence, though without consideration, would amount to supply.

(b) Sale by Aakash (non-business entity) of his second-hand air-conditioner: Such sale will
not qualify as supply under Section 7 of the CGST Act, 2017 as although it is made for a
consideration, it's not in the course or furtherance of business.

23. Examine whether the following activity would amount to supply under Section 7 ofthe CGST Act:
Happy Charitable Trust, a trust who gets the eye treatment of needy people done free of cost,
donates clothes and toys to children living in slum areas.

Sol. Happy Charitable Trust is providing eye treatment services free of cost to the needy people
(unrelated persons). Its activity does not fall within the scope of supply (as supply made forwithout
consideration and not getting covered by Section 7(1)(c) read with Schedule I of CGST Act).

In view of the above, it is not a GST registered entity. Being an unregistered entity, it must not
have availed any ITC of the tax paid clothes and toys purchased by it. Thus, free supply of such
goods is not getting covered by Section 7(1)(c) read with Schedule [ of CGST Act. Thus, even such
a supply will not attract any GST in the hands of Happy Charitable trust.

24. Whether gifts given by employers to employees will also qualify as supply?

Sol. Section7(1)(c) ofthe CGST Actdefines scope of supply to include transactions specified in Schedule
I of CGST Act which are made without consideration. One type of such transaction is supply of
goods or services or both between related persons.

Explanation to Section 15 of the CGST Act defines ‘related person’ The said definition covers
employer and employee as related persons. Thus, a gift by an employer to an employee will be a
supply and will attract a levy of GST.

However, any gifts for a value not exceeding 50,000 in a financial year will not qualify as supply
and as such will not be liable to tax.

25. Mr A paid a penalty of ¥2,00,000 to the Government for contravention of certain provisions of
the GST Law. Whether this payment can be considered as consideration towards service activity
of tolerance of an act of Mr A by the Government and thus, a taxable supply? Give a reason.

Supply Under GST




Sol. Penalty under the GST law is statutory penalty which has been paid for contravention of law.
Its payment is not arising out of any contract between Mr A and the Government. Thus, it is not
contractual payment and hence, cannot be considered as ‘consideration’, that being so, there is
no receipt of consideration by the Government. Thus, there is no supply transaction.

26. What is outside the scope of the term supply as defined in CGST Act, 20177

Sol. Section 7(2) of the CGST Act, 2017 provides exclusion of following from the scope of supply:

(@) The activities specified under Schedule 11l of the CGST Act;
B- Bond to bond transfer
E- Employee to the employer in the course of or in relation to his employment
N- Non-taxable territory to non-taxable territory without such goods entering to India C- Court
or tribunal established under any law
H- High seas sale
F- Funeral, burial, crematorium or mortuary including transportation of the deceased L- Sale
of land and completed building subjected to the clause (#) of para of schedule Il A- Actionable
claims, other than Betting, gambling, and lottery { BGL)
G- Functions performed by the government officials

(b) Any activity undertaken by the Central Govt. or a State Govt. or any local authority in which
they are engaged as public authority and which have been notified by Government (on
recommendation of council). Presently,
+ Services by way of any activity in relation to function entrusted to a Panchayat or a

Municipality (as amended on 26™ July, 2018) under Constitution of India and

« Services by way of grant of alcoholic liquor license, against consideration in the form of

license fee or application fee or by whatever name it is called has been notified and thus,
such activity is excluded from scope of supply.

27. What is Mixed Supply? Illustrate with an example.

Sol. Interms of Section 2(74) of the CGST Act, mixed supply means two or more individual supplies of
goods or services or any combination thereof, made in conjunction with each other by a taxable
person for a single price where such supply does not constitute a composite supply.

The example of mixed supply is:

A supply of a package consisting of canned foods, sweets, chocolates, cakes, dry fruits, aerated
drinks and fruit juices when supplied for a single price is a mixed supply. Each of these items can
be supplied separately and is not dependent on any other. It shall not be a mixed supply if these
items are supplied separately.

28. Brishti Ltd. is manufacturer of cosmetic products: (1) Hair oil (GST Rate - 18%]), (2) Sun screen
cream (GST Rate - 28%), (3) Shampoo (GST rate - 28%), and (4) Hair comb (GST Rate - 12%).
The said products are supplied in a single package and the Price per package is T500 (exclusive
of taxes). 20,000 packages were supplied by the company to its dealer. Determine the nature of
supply and its tax liability.

Sol. The treatment would be as follows:

Nature of Combination Supply: Mixed

Each of the goods in the package has individual identity and can be supplied supply
separately but are deliberately supplied conjointly for a single consolidated
price. Hence, the supply would constitute a mixed supply.
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Treatment under GST: Highest tax rate applicable 28% GST

As per Section 8(b) of the CGST Act, tax rates applicable in case of mixed supply
would be the rate of tax attributable to that one supply (goods, or services)
which suffers the highest rate of tax from amongst the supplies forming part of
the mixed supply. Therefore, entire package will be chargeable to 28% GST.

Value of Supply: Value of taxable supply per package 500
No. of packages 20,000
Total Value 1,00,00,000
GST Liability @ 28% 28,00,000

29. The temple of the ancestral deity of Mr. Aman Goel and his family is located at Beri, Haryana. The
temple is run by a charitable organization registered under Section 12 AA of the Income Tax Act, 1961.
The family has got unshakeable faith in their ancestral deity. Mr. Aman is a big entrepreneur having
a flourishing business of tiles in Gurugram. Upon the birth of their first child, he donated ¥10lakh to
the said temple for construction of a sitting hall in the temple. On the main door of the sitting hall, a
name plate was placed stating “Donated by Mr. Aman Goel upon birth of his first child”.

You are required to examine the leviability of GST on the donation received from Mr. Aman Goel?

Sol. It has been clarified vide Circular No. 116/35/2019 GST dated 11.10.2019 that when the name
of the donor is displayed in the religious institution premises, by placing a name plate or similar
such acknowledgement, which can be said to be an expression of gratitude and public recognition
of donor’s act of philanthropy and is not aimed at giving publicity to the donor in such manner
that it would be an advertising or promotion of his business, then it can be said that there is no
supply of service for a consideration (in the form of donation). There is no obligation (quid pro
quo) on part of the recipient of the donation or gift to do anything (supply a service). Therefore,
there is no GST liability on such consideration.

In the given case, there is no reference or mention of any business activity of the donor which
otherwise would have got advertised. Thus, since the gift or donation is made to a charitable
organization, the payment has the character of gift or donation and the purpose is philanthropic
(i.e., it leads to no commercial gain) and not advertisement, hence GST is not leviable.

MULTIPLE CHOICE QUESTIONS

1. Which of the following is not a supply as per Section 7 of the CGST Act?
(@) Management consultancy services not in course or furtherance of business
(b) Import of service for consideration not in course or furtherance of business
(¢) Both (a) and (b)
(d) None of the above

2. _ specifies the activities to be treated as supply even if made without consideration.
(@) Schedulel of the CGST Act (b) Schedule II of the CGST, Act
(¢) Schedule I1l of the CGST Act (d) All of the above
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3. Which of the following activity is outside the scope of supply and not taxable under the GST?
(a) Services by an employee to the employer in the course of or in relation to his employment
(b) Services of funeral
(c) Actionable claims, other than lottery, betting and gambling.

(d) All of the above

4. Which of the following supplies are naturally bundled?

(@) Rent deed executed for renting of two different floors of a building-one for residential and
another for commercial purpose to same person

(b) Pack of watch, tie and belt
(¢) Packages of canned food such as burgers, chocolates, sweets, cake etc.
(d) None of the above

5. A supply comprising two or more supplies shall be treated as the supply of that

particular supply that attracts the highest rate of tax.
(a) Composite (b) Mixed
(¢) Both (a) and (b) (d) None of the above
6. Which of the following activities is a supply of services?
(a) Transfer of right in goods /undivided share in goods without transfer of title in goods
(b) Transfer of title in goods

(c) Transfer of'title in goods under an agreement which stipulates that property shall pass at a
future date.

(d) All of the above

7. Mr A has received technical consultancy services from IT Star Consultants, USA. The import of
technical consultancy will not be liable to GST if-
(i) Mr. A pays some consideration for the services received

(if) Mr. Apays some consideration for the services received and if Mr. A uses the said service for
business purposes

(iif) Mr Ausesthe said service for business purposes eventhough he does not pay any consideration
for the same

(iv) Mr. A uses the said service for personal purposes and does not pay any consideration for the
same and is also a partner in IT Star Consultants

(v) Mr A uses the said service for business purposes and does not pay any consideration for the
same and is also a partner in IT Star Consultants

(a) (1), (i), (v) (b) (i), (iff) and (v)
(c) (iif), (iv) (d) (iii), (iv) and (v)
8. Which of the given activities does not amount to supply?

(@) Anarchitect in India seeks legal advice from his son settled in London free of cost with regard
to his family dispute.

(b) A Resident Welfare Association provides the service of depositing the electricity bills of the
residents in lieu of some nominal charges.

(¢) Adealerof air-conditioners permanently transfers an air conditioner from his stock intrade,
for personal use at his residence.

(d) An electronic commerce operator in India seeks legal advice for its business from its head
office in the US free of cost.
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9. Which of the following transactions does not qualify as supply under the GST law?
(i) When the Head Office makes a supply of services to its own branch outside the State.

(if) When a person imports services without consideration for the purposes of his business from
his son living outside India.

(iif) Disposal of car without consideration and where the supplier has not claimed input tax credit

onsuch car.
(iv) When aprincipal makes supplies to his agent who is also registered and is situated within the
same State.
(@) () & (iif) (b) (1), (if) & (iif)
(c) (ih) (d) (i) & (if)

10. There is a difference in taxability of goods forming part of composite supply and mixed supply.
Here are a few examples from which you need to identify which is the correct example of composite
supply and mixed supply.

(i) Mr. Abuys a car and purchases the warranty and maintenance ofthe car by paying a nominal
amount. Car, warranty and maintenance here are a mixed supply.

(if) Mr. Abuys a car and purchases the warranty and maintenance of the car by paying a nominal
amount. Car, warranty and maintenance here are a composite supply.

(iff) Mrs. Abuys a microwave oven and some utensils for use inthe microwave oven. Both microwave ovens
and utensils are sold at a single price. Microwave oven and its utensils here are a mixed supply.

(iv) Mrs. A buys chocolates, juices and biscuits from a shop. All items have different prices.
Chocolates, juices and biscuits are a mixed supply.

The correct examples of composite and mixed supply are: -
(a) (1), (W) (b) (if), (ii)
(c) (i), (ifi), (iv) (d) None of the above

11. Mr. Manubhaiand Mr. Anubhai are twobrothers running a business of supplying lubricants located
in the State of Gujarat in their company, M/s. Ambani Lubricants (P) Ltd. On the death of their
respected father, the two brothers have divided their business.

However, they have signed an agreement that Mr. Anubhai will not enter into the business of
supplying lubricants similar to the business done by M/s. Ambani Lubricants (P) Ltd. run by Mr.

Manubhai for which Mr. Manubhai will pay him¥2.5 crores as alump sum payment. State whether
transaction entered through the above agreement constitutes supply under the CGST Act, 2017
or not.

(a) Yes, supply of goods by Mr. Manubhai.
(b) Yes, supply of goods by Mr. Anubhai.

(c) Yes,supply of services by Mr. Manubhai.
(d) Yes, supply of services by Mr. Anubhai.

12. M/s.Jolly Electronics (P) Ltd., is an authorized dealer of M /s. GG Micro Ltd., located and registered
in Lucknow, Uttar Pradesh. It has sold following items to Mr. Alla Rakha (a consumer)

Refrigerator (500 litres) taxable @ 18% 40000
Stabilizer for refrigerator taxable @ 12% 5000
LED television (42 inches) taxable @ 12% 30000
Split air conditioner (2 Tons) taxable @ 28% 35000
Stabilizer for air conditioner taxable @12%. 5000
Total value 1,15,000
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M /s. Jolly Electronics (P) Ltd. has given a single invoice, indicating price of each item separately
to Mr. Alla Rakha. Mr. Alla Rakha, has given a single cheque of ¥1,00,000/- for all the items as a
composite discounted price. State the type of supply and the tax rate applicable on the same.

(a) Composite supply; Highest tax rate applicable to split air conditioner, i.e. 28%
(b) Mixed supply; Highest tax rate applicable to split air conditioner, i.e. 28%

(¢) Supply other than composite and mixed supply; Highest tax rate applicable to split air
conditioner i.e. 28%

(d) Supply other than composite and mixed supply; respective tax rate applicable to each item
Which of the following is not considered as a supply under the CGST Act, 20177

(@) Importation ofarchitectural services for Rs.1,00,000/- for construction of residential property
used for personal purposes from an unrelated person.

(b) Importation of architectural services free of cost for construction of office used for business
purposes from related person.

(¢) Importation of architectural services free of cost for construction of office used for business
purposes from unrelated person.

(d) Both (@) and (c)
Which of the following is not a supply under the CGST Act, 20177

(a) Food supplied free of cost by Mr. A (Owner of a Restaurant) to his agent for further supply to
customer at ¥500/.

(b) Importation of accounting services free of cost from father residing in the US.
(¢) A Rolexwatch gifted to an employee for%50,000/.
(d) Amachinery given free of cost to an employee on which input taxcred it was availed by the employer.
M /s. Vishu Megamart, operating a store located and registered in Rajasthan, has come out with
big discount offers at the time of Diwali on various gift items. In order to attract more customers,
it has decided to supply a gift pack containing 5 packets of Haldiram's Namkeen (200 gram each)
taxable @ 12%, 1 packet of Roasted Smoked Almonds (100 gram) taxable @ 18%, 1 packet of
Bournville Chocolate (50 mg) taxable @ 28% and 1 bottle of Real Fresh Juice (1 litre) taxable @
18% in a single basket for a single price 0of ¥1,000/-.
State the type of supply and the tax rate applicable on the same.
(a) Composite supply; Tax rate of the principal item, i.e. Namkeen @18%
(b) Composite supply; Highest tax rate out of all items, i.e. 28% applicable to chocolates
(c) Mixed supply; Tax rate of principal item, i.e. Namkeen @18%
(d) Mixed supply; Highest tax rate out of all items, i.e. 28% applicable to chocolates
Mr. Rupesh Patel, is voluntarily registered under GST having turnover of ¥15,00,000/-. He is a
practicing Company Secretary providing professional services from his partnership firmlocated
in Chandigarh to its various clients. He has taken some interior decoration services from abroad
for a residential home owned in the name of the firm which is under construction in Chandigarh.
He has paid ¥2,00,000/- for the same.
In view of the above information, state the correct option-
(a) GST is payable on the interior decoration services received from abroad.
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(b) Interior decoration services received from abroad are not taxable, since the same are not in
the course or furtherance of business.
(¢) Interior decoration services received from abroad are exempt in terms of Section 6 of IGST
Act, 2017.
(d) Interiordecorationservices received from abroad are not taxable, since below threshold limit.
17. What are the factors differentiating composite supply & mixed supply?
(a) Nature of bundling i.e. artificial or natural
(b) Existence of principal supply
(c) Both of the above
(d) None of the above
18. Booking Air Ticket with meal on board during travel will be taxed as? And at the rate of?
(a) Composite supply & principle supply
(b) Mixed supply & principle supply
(¢) Composite supply & highest rate
(d) Any of the above
19. M/s. XYZ, a banking company, appoints Mr. B (auctioneer) to auction certain goods.

The auctioneer arranges for the auction and identifies the potential bidders. The highest bid is
accepted and the goods are sold to the highest bidder by M /s. XYZ. The invoice for the supply of
the goods is issued by M/s. XYZ to the successful bidder:

Is Mr. B an agent of M /s XYZ for the supply of goods in terms of Schedule [ para 37
(a) Yes (b) No
20. Ramastock broker charges some service charges or service fees or documentation fees or broking

charges or such like fees or charges are charged in relation to transactions in securities, the same
would be a consideration for provision of service. Will such brokerage/service fees be chargeable

to GST?
(a) Yes (b) No

21. When will a del-credere agent falls under the ambit of agent under Para 3 of Schedule I of the
CGST Act?

(a) where the invoice for further supply of goods is issued by the DCA in his own name
(b) where the invoice for further supply of goods is issued by the DCA in his name of principal
(c) where the invoice for further supply of goods is issued by Principal
(d) where the invoice for further supply of goods is not issued at all

22. Whether the temporary short-term transaction-based loan extended by the DCA to the recipient
(buyer), for which interest is charged by the DCA, is to be included in the value of goods being

supplied by the supplier (principal) where DCA is not an agent under Para 3 of Schedule I of the

CGST Act?

(a) interest being charged by the DCA would not be included in the value of supply of goods
supplied (to the buyer) by the supplier (principal)

(b) interest being charged by the DCAwould be included inthe value of supply of goods supplied
(to the buyer) by the supplier (principal)
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23. Whether DCA is an agent under Para 3 of Schedule | of the CGST Act and makes payment to the
principal on behalf ofthe buyer and charges interest to the buyer for delayed payment along with
the value of goods being supplied, whether the interest will form part of the value of supply of
goods also or not?

(a) Yes (b) No
24, Which is not considered as supply under GST Law?

(a) Stock transferred from one establishment in Delhi to another establishment in Gurgaon,
Haryana registered under the same PAN.

(b) CA Ram supplies accounting services to CA Radha in lieu of taxation services received from
CA Radha.
(¢) A Health club supplies lunch to its members at its annual meeting against a nominal charge.
(d) Mr. Asells aflatto Mr. B
(1) Date of completion certificate - 31 /01 /20XX
(ii) Date of agreement with buyer- 01/02 /20XX
(iif) Consideration received - 05/02 /20XX
25. Which of the following activities shall be treated neither as a supply of goods nor a supply of
services?

(1) Permanent transfer of business assets where ITC has been availed on such assets
(i) temporary transfer of intellectual property right
(iif) transportation of deceased

(iv) services by an employee to the employer in the course of employment
(@) (1) & (iif)
(b) (i) & ()
(c) () & (i)
(d) (i) & (iv)
26. ABC Ltd. is a registered pharmaceutical company. The company invented one drug for instant

cure of cancer. They supplied free samples of this medicine to various doctors. What will be the
tax treatment of these free samples under GST?

(@) ABC Ltd. is liable to pay tax on supply of free samples and eligible to claim input tax credit.
(b) ABC Ltd. is notliable to pay tax on supply of free samples but eligible to claim input tax credit.

() ABC Ltd. is neither liable to pay tax on supply of free samples nor eligible to claim input tax
credit.

(d) ABC Ltd. is liable to pay tax on supply of free samples but not eligible to claim input tax credit.
27. Mr Avishkar is a painter registered under GST in Delhi. He sends his artwork for exhibition in

Mumbai. At what point of time, supply is considered to have been made under the GST?

(@) When a painting is completed.

(b) When a painting is sent for exhibition in Mumbai.

(¢) When a painting is displayed at the exhibition in Mumbai.

(d) When a painting is purchased by one of the visitors in the exhibition.
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28. Which of the following is not covered under Schedule II1 of the CGST Act, 20177
(a)
()
()

Director’s monthly salary under employment agreement
Sitting fees to independent directors for attending AGMs

Payment to employee for providing broking services to the employer for purchase of
commercial property. Such services do not form part of the employment contract entered
into by the employer with the employee.

(d) Both (b) and (c)
29. M. H. Husain, a famous painter, Delhi, sends his latest art work to Indian Classic gallery, Delhi,
for exhibition. However, no consideration has flown from Indian Classic gallery to M. H. Husain

when the artwork is sent to the gallery for exhibition. M. H. Husain is in dilemma whether GST is
payable on said transfer of artwork. What would be your advice on the same?

(a) GST is payable as the same amount to taxable supply of goods.
(b) GST is payable as the same amount to taxable supply of services.
(¢) GST is not payable as the same is an exempt supply.

(d) GST is not payable as the same does not amount to supply at all.

Answer Key
L@| 22(ad| 3.d| 4 (d| 5 (B 6.(a| 7.0 8 (a]| 9 ()] 10. (b)
11. (d) |12. (d) [ 13. () | 14. {9 [ 15. (d) | 16. (a) | 17. () | 18. {a) | 19. (D) | 20. (a)
21. (a) |22, (@) | 23. (a) | 24. (d) | 25. (d) | 26. () [27. (d) | 28. (d) | 29. (d)
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3A Charge of GST
\

THEORY

Section 9(1)

Subject to the provisions of sub-section (2), there shall be levied a tax called the central goods and
services tax on all intra-State supplies of goods or services or both, except on the supply of alcoholic
liquor for human consumption, on the value determined under section 15 and at such rates, not
exceeding twenty per cent., as may be notified by the Government on the recommendations of the
Council and collected in such manner as may be prescribed and shall be paid by the taxable person.

Section 9(2)

The central tax on the supply of petroleum crude, high speed diesel, motor spirit (commonly known
as petrol), natural gas and aviation turbine fuel shall be levied with effect from such date as may be
notified by the Government on the recommendations of the Council.

Section 9(3)

The Government may, on the recommendations of the Council, by notification, specify categories of
supply of goods or services or both, the tax on which shall be paid on reverse charge basis by the
recipient of such goods or services or both and all the provisions of this Act shall apply tosuch recipient
as if he is the personliable for paying the tax in relation to the supply of such goods or services or both.

Section 2(98)

Reverse charge means the liability to pay tax by the recipient of supply of goods or services or both
instead of the supplier of such goods or services or both under section 9(3) or 9(4).

se Charge on Services

Service Service Provider Service Recipient

Sponsorship Services Any Person Any body corporate or partnership firm

Goods Transport Agency (@) any factory;
(GTAhas nottakenthe | (p)  any society registered under Societies

Input Tax Credit (ITC) Registration Act, 1860;
_ . _— on goods and services i s
5 t :
Goods Transportation UEed fs upplyine G TA (¢) any co-operative society

service) (d) any person registered under GST;

Rate Applicable @ 5% (e) e
(2.5% CGST+2.5% SGST/ (fi  any partnership firm/AOP/BOI;
UTGST or 5% IGST) (g) any casual taxable person.

any body corporate; or




| Services

Service

Service Recipient

However, reverse charge mechanism (RCM) shall
not apply to services provided by a GTA, by way
of transport of goods in a goods carriage by road
to-

(a) Department/establishment of
the Central Government/State
Government/ Union territory; or

(b) Local authority; or

(c) Governmental agencies, which has
taken registration under the CGST Act
only for the purpose of deducting tax
under section 51 and not for making a
taxable supply of goods or services

(d) Where GTA opts to avail ITC on goods
and services used in supplying GTA
service (Rate Applicable 12% (6%
CGST+6% SGST /UTGST or 12% IGST))

Note 1: GST shall be paid by the consignor or
consignee whosoever is liable to pay freight
charges.

Note 2: If GTA has given services to
Unregistered persons, it will be exempt from
GST. (Notification no. 32 /2017 CT(R) dated
13-10-2017)

and

Further, nothing contained in this entry shall apply where, -

(1) The supplier has taken registration underthe CGST Act, 2017 and exercised the option to pay tax
on the services of GTA in relation to transport of goods supplied by him under forward charge;

(if)  The supplier has issued a tax invoice to the recipient charging CGST at the applicable rates
and has made the prescribed declaration on such invoice issued by him.

Legal Services

Tndividual advocate or
firm of advocates

Any business entity located in the taxable
territory if Turnover exceeds threshold
limit.

Legal Services

Arbitral Tribunal

Any business entity located in the taxable
territory if Turnover exceeds threshold limit.
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Reverse Charge on Services

Service Service Provider Service Recipient

Services by Government

orlocal authority

excluding, -

o Renting of immov-
able property, and

o Services

o Specified below-

o Services by the
Department of
Posts and the

Ministry of Government or local Any business entity located in the taxable
Railways (Indian authority territory.
Railways)

o Services in rela-
tion to an aircraft
or a vessel, inside
or outside the
precincts of a
port or an air-
port;

o Transportofgoods
or passengers.

(1) Services in relation to an aircraft or a
vessel, inside or outside the precincts
of a port or an airport;

(2) Transport of goods or passengers;
(3) Renting of immovable property

Central Government
excluding the Ministry
of Railways (Indian

Railways), State Any person registered under the CGST Act,

Renting of immovable

property Government, Union LR
territory or local
authority
Service by way of
. Any person Any registered person

dwelling to a registered
person
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Services by Director

Director

Company/body corporate
Note:

(a)

(D)

(c)

Remuneration paid to directors who
are not employees of the company,
shall be subject to levy of GST in the
hands of the company under the
reverse charge mechanism.

Remunerationonwhichtaxisdeducted
at source under section 192 (TDS on
salary_] of the Income-tax Act, GST is
not leviable as the said remuneration
is paid in the course of or in relation to
an employment contract.

Only those services supplied by
director of company/body corporate,
which are supplied by him as or
in the capacity of director of that
company or body corporate shall be
taxable underRCM. services supplied
by a director in his private/personal
capacity such as services supplied by
way of renting of immovable property
are not taxable under RCM.

Services by Director

Director

Remuneration which is paid over
and above salaries and on which tax
is deducted at source under section
194] (TDS on fees for professional
or technical services) of the Income-
tax Act, GST is payable on such
remuneration by the company under
the reverse charge mechanism.

Insurance Agent , Any person carrying on an insurance
, 8 An insurance agent ylp rying
Services business.
Abanking company or a financial
Recovery Agent e 5 pany e .
Srtons A recovery agent institution or a nonbanking financial

company

Transfer or permitting
the use or enjoyment of
a copyright

Music composer;
photographer, artist or
the like

A music company,producer or the like
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Services

Publisher Located in taxable territory.
Note: However, an author can choose to pay
tax under forward charge if-

(@) He has taken registration under the
T ; o CGST Act
t}fzzsssgsggirr?;g;?g (b) Filed a declaration that he exercises

SHOYIIE] the option to pay GST on the said
oA Eapyrightrelating AT service under forward charge.
to th; original.literary (c) The shall not withdraw the said option
WOE within a period of 1 year from the date
of exercising such option;

(d) He makes a declaration on the invoice
issued by him in prescribed form to the
publisher

Transportation of goods
by a vessel from a place ;
outside India up to A person located innof- Importer

the customs station of
clearance in India

taxable territory

Selling of financial
products

Individual Direct Selling
Agents (DSAs) other
than a body corporate,
partnership or limited
liability partnership firm

Bank or Non-Banking financial company
(NBFCs) located in Taxable Territory.

supply of services to RBI

Members of overseeing
committee

Security services

Any person other than a

RBI

A registered person, located in the taxable
territory.

Except:

(@) A Department or Establishment of

the Central Government or State

Government or Union territory; or

bodyearpardie (b) Local authority
(c) Person deducting tax under section 51
of CGST Act
(d) Aregistered person paying tax under
section 10 of the said Act.
Services provided by Services provided by
an agent of business an agent of business A business correspondent, located in the
correspondent to correspondent to taxable territory.

business correspondent

business correspondent

\), 52\
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Services provided by
business facilitator to a
banking company

Business facilitator

A banking company, located in the taxable
territory.

Service by way of
renting of any motor
vehicle designed to
carry passengers
where the cost of

Any person other than
a body corporate (taken
only the limited ITC (of
input services in the
same line of business])

Any body corporate located in the taxable
territory

However No RCM shall be applicable if:

Supplier of services opts to pay GST at
12%. In this case, there is no restriction on
availing ITC on goods and services used in
supplying renting of motor vehicles service
by the supplier of service.

Rate Applicable: 5%
(2.5% CGST+2.5%
SGST /UTGST or 5%
IGST)

fuel is included in the
consideration charged
from the service
recipient

Lenderi.e, aperson
who deposits the
securities registered

in his name or in the
name of any other
person duly authorised
on his behalf with an
approved intermediary
for the purpose of
lending under the
Scheme of SEBI

Services of lending

of securities under
Securities Lending
Scheme, 1997
(“Scheme”) of Securities
and Exchange Board of
India, as amended

Borrower i.e., a person who borrows the
securities under the Scheme through an
approved intermediary of SEBI

Any person located in the taxable territory:
Except: No such reverse charge shall

be applicable in case of OIDAR services
received by an unregistered person.

Services from non-
taxable territory to
taxable territory

Any person who is
located in a non-taxable
territory

B PERSONLIABLE TO PAY GST ON GTA SERVICE
GTA services are taxable at the following two rates:

(i) @ 5% (2.5% CGST+2.5% SGST/UTGST or 5% IGST) where GTAhas not taken the Input Tax Credit
(ITC) on goods or services used in supplying GTA service (there can be either of the cases - where
GTA exercises the option to itself pay GST at said rate or /does not exercise the option to itself pay
GST at said rate, on services supplied by it) or

(i) @ 12% (6% CGST+6% SGST /UTGST or 12% IGST) where GTA exercises the option to itself pay
GST at said rate on services supplied by it. In this case, there is no restriction on availing ITC on
goods or services used in supplying GTA service by GTA.

In the following paras, we have explained as to who is the person liable to pay tax in case of each
of the above two rates:

Charge of GST




[Person liable to pay tax under GTA service where Recipient** is one of the Specified Recipientsj
I

Registered GTA exercises the option to GTA does not exercise the option to itself
itself pay tax pay tax
1

Y

¥ ¥
[ @ 12% J [ @ 5% J [ GST is payable @ 5% j

h 4 Y Y

[ Forward charge J [ Forward charge J [ Reverse charge J

Y ¥ ¥
Person liable to Person liable to Person liable to pay
pay GST is GTA pay GST is GTA GST is recipient

Note - Where recipient is other than the specified recipients (Unregistered individual end consumer

or unregistered casual taxable person), GST will be exempt - Discussed in detail in Chapter 5 -
Exemptions under GST in this Module of the Study Material.

** Recipient of GTA service is the person who pays /is liable to pay freight for transportation of goods
by road in goods carriage, located in the taxable territory.

B PERSON LIABLE TO PAY GST ON RENTING OF MOTOR VEHICLE SERVICE

Service by way of renting of any motor vehicle designed to carry passengers where the cost of fuel

is included in the consideration charged from the service recipient are taxable at the following two

rates:

(i) @ 5% (2.5% CGST+2.5% SGST /UTGST or 5% IGST) provided supplier of services has taken only

the limited ITC (of input services inthe same line of business) or

(i) @ 12% (6% CGST+6% SGST /UTGST or 12% IGST) where supplier of services opts to pay GST
at said rate. In this case, there is no restriction on availing ITC on goods or services used in
supplying renting of motor vehicles service by the supplier of service.

In the following paras, we have explained as to who is the person liable to pay tax in case of each
of the above two rates:
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[ Person liable to pay tax under renting of motor vehicle service ]

Y

[ Where GST is payable @ 5% ] [ Where GST is payable @ 12% ]

4

Y Y
Supplier is other than Supplier is Body
Body Corporate Corporate
1
Recipient is a Body Recipient is other
Corporate than Body Corporate Forward charge

¥ Y

( Reverse charge J [ Personlllable t(.) ]

pay GST is Supplier

Y

Person liable to pay
GST is Recipient **

**[t is important to note here that when any service is placed under RCM, the supplier shall not charge
any tax from the service recipient as this is the settled procedure under RCM. Thus, the notification

specifies that RCM is applicable here only when the supplier does not issue an invoice charging GST
@12% (6% CGST+6% SGST /UTGST or 12% IGST) from the service recipient.

B TAXPAYABLE BY THE ECO ON NOTIFIED SERVICES

Electronic Commerce Operator (ECO) is any person who owns/operates/manages an electronic
platform for supply of goods /services /both.

Sometimes, ECO itself supplies the goods or services or both through its electronic portal. However,
many a times, the products /services displayed on the electronic portal are actually supplied by some
other person to the consumer.

When a consumer places an order for a particular product/ service on this electronic portal, the actual
supplier supplies the selected product/ service to the consumer. The price/ consideration for the
product/ service is collected by the ECO from the consumer and passed on to the actual supplier after
the deduction of commission by the ECO.

The Government may, onthe recommendations of the GST Council, notify specific categories of services
the tax [CGST /SGST /IGST] on supplies of which shall be paid by the electronic commerce operator
(ECO) if such services are supplied through it. Such services shall be notified on the recommendations
of the GST Council.

Notification No.17/2017 CT (R) dated 28.06.2017/ Notification No. 14/2017 IT (R) dated 28.06.2017
as amended has notified the following categories of services supplied through ECO for this purpose -
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(a) Services by way of transportation of passengers by a radio-taxi, motorcab, maxicab, motor
cycle, omnibus or any other motor vehicle;

(b) Services by way of providing accommodation in hotels, inns, guest houses, clubs, campsites or
other commercial places meant for residential or lodging purposes, except where the person
supplying such service through electronic commerce operator is liable for registration under
section 22(1) of the CGST Act.

(¢) Services by way of house-keeping, such as plumbing, carpentering etc, except where the person
supplying such service through electronic commerce operator is liable for registration under
sub-section 22(1) of the CGST Act.

(d) Supply of restaurant service other than the services supplied by restaurant, eating joints etc.
located at specified premises.

‘Mean

(/) Radio taxi: Means a taxi including a radio cab, by whatever name called, which is in two- way
radio communication with a central control office and is enabled for tracking using Global
Positioning System (GPS) or General Packet Radio Service (GPRS).

(if) Maxi cab: Means any motor vehicle constructed or adapted to carry more than 6 passengers,
but not more than 12 passengers, excluding the driver, for hire or reward.
Motorcab: Meansany motorvehicle constructed oradapted to carry not morethan 6 passengers
excluding the driver for hire or reward.
Motor car: Means any motor vehicle other than a transport vehicle, omnibus, road-roller,
tractor, motor cycle or invalid carriage.
Omnibus means any motor vehicle constructed or adapted to carry more than 6 persons
excluding the driver.

(iii) ‘Specified premises’ would mean premises providing hotel accommodation service having
declared tariff of any unit of accommodation above X 7,500 per unit per day or equivalent.

It is important
to note here that the
above provision shall apply
only in case of supply of
services.

Tax on above services supplied through ECO shall be paid by the ECO. All the provisions of the CGST/
IGST Actshall apply to such ECO as if he is the supplier liable for paying the tax in relation to the supply
of above services.

The ECO may, on services notified under section 9(5), including on restaurant service provided
through ECO, pay GST, by furnishing the details in Form GSTR-3B14, reporting them as outward
taxable supplies.

In this regard, following issues have been clarified:
(i) ECOs not to collect TCS in respect of restaurant services so notified

ECOs will nolonger be required to collect TCS (Tax Collected at Source) and file Form GSTR-815
in respect of restaurant services on which it pays tax in terms of section 9(5)16.
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(if) ECOs not required to take separate registration for paying tax on restaurant service supplied
through them

As ECOs are already registered in accordance with rule 8 (as a supplier of their own goods or
services), there would be no mandatory requirement of taking separate registration by ECOs
for payment of tax on restaurant service under section 9(5).

(iif) ECO to pay tax on any restaurant services supplied through them

ECOs will be liable to pay GST on any restaurant service supplied through them including
services supplied by an unregistered person.

(iv) Supply of restaurant services to be included in aggregate turnover of person supplying
restaurant services through ECO

It is clarified that the aggregate turnover of person supplying restaurant service through ECOs
shall be computed in accordance with definition of aggregate turnover under section 2(6) and
shall include the aggregate value of supplies made by the restaurant through ECOs. Accordingly,
for threshold consideration or any other purpose in the CGST Act, the person providing
restaurant service through ECO shall account for such services in his aggregate turnover.

(v) Restaurant services provided through ECO not to be considered as inward supply for ECOs
liable to RCM
ECOs are not the recipient of restaurant service supplied through them. Since these are not

input services to ECO, these are not to be reported as inward supply (liable to reverse charge)
in Form GSTR-3B.
(vi) Reversal of proportionate ITC on input goods and services not required by ECO

ECOs provide their own services as an electronic platform and as an intermediary for which it
would acquire inputs/input service on which ECOs avail input tax credit (ITC). The ECO charges
commission/fee etc. for the services it provides. The ITC is utilised by ECO for payment of GST
on services provided by ECO on its own account (say, to a restaurant). The situation in this
regard remains unchanged even after ECO is made liable to pay tax on restaurant service. ECO
would be eligible to ITC as before. Accordingly, it is clarified that ECO shall not be required to
reverse ITC on account of restaurant services on which it pays GST in terms of section 9(5). It
may also be noted that on restaurant service, ECO shall pay the entire GST liability in cash (No
ITC could be utilised for payment of GST on restaurant service supplied through ECO).

(vif) GST to be paid by the supplier on services not notified under section 9(5) of CGST Act but
supplied through ECO
In respect of supplies not notified under section 9(5) but supplied through ECO, the liability to
pay GST continues on such supplier and ECO shall continue to deposit TCS on such supplies.

(viif) ECO to raise invoice in respect of restaurant service supplied through ECO
The invoice in respect of restaurant service supplied through ECO under section 9(5) will be
issued by ECO.

(ix) Billing in case of ‘restaurant service’ and goods/services other than restaurant service being

sold by a restaurant to a customer under the same order
There can a situation where ‘restaurant service’ and goods or services other than restaurant
service are sold by a restaurant to a customer under the same order. The question arises as to
who shall be liable for raising invoices in such cases.
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Considering that liability to pay GST on supplies other than ‘restaurant service’ through the
ECO, and other compliances under the CGST Act, including issuance of invoice to customer,
continues to lie with the respective suppliers (and ECOs being liable only to collect tax at source
(TCS) on such supplies), it is advisable that ECO raises separate bill on restaurant service in
such cases where ECO provides other supplies to a customer under the same order.

Person liable to pay GST for above specified services when supplied through ECO

(Ifthe ECO is located in taxable territoryHPerson liable to pay tax is the ECO)

If the ECO does not have physical Person liable to pay tax is the
presence in the taxable territory person representing the ECO )

If the ECO has neither the physical Person liable to pay tax is the
presence nor any representative in person appointed by the ECO for
the taxable territory the purpose of paying the tax

GST Rates in Real Estate Sector
The effective rate of GST on real estate sector for the new projects by promoters are as follows:
1. 1% without ITC on construction of affordable houses (area 60 sqm in metros/90 sqm in non-
metros and value up to 345 lakh).
2. 5% without ITC is applicable on construction of:
(a) All houses other than affordable houses, and
(b) Commercial apartments such as shops, offices etc. in a residential real estate project (RREP)
in which the carpet area of commercial apartments is not more than 15% of total carpet
area of all apartments.
Conditions
Above tax rates shall be available subject to following conditions:
(@) ITC shall not be available.
(b) B0% of inputs and input services used in supplying the service shall be purchased from
registered persons. Except (i.e Can be procured from Unregistered Person)
o Services by way of grant of development rights, long term lease of land or Floor Space Index
(FSI) (including additional FSI)
o Electricity, high speed diesel, motor spirit, natural gas.
However, if value of inputs and input services purchased from registered supplier is less than 80%
then,

o The promoter has to pay GST on reverse charge basis, under section 9(4) of the CGST Act,
at the rate of 18% on all such inward supplies (to the extent short of 80% of the inward
supplies from registered suppliers).

o Where cement is received from an unregistered person, the promoter shall pay tax on supply
of such cement on reverse charge basis, under section 9(4), at the rate of 28% (CGST 14%
+ SGST 14%).

GST on capital goods shall be paid by the promoter on reverse charge basis, under section 9(4) of the
CGST Act at the applicable rates.
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3 B Composition Scheme

THEORY

Composition Scheme Section 10

The composition levy is an alternative method of levy of tax designed for small taxpayers whose
turnover is up to aprescribed limit. The objective of the composition scheme is to bring simplicity and
to reduce the compliance cost for the small taxpayers.

Section 10(1) & (2) Composition Scheme for Goods & Restaurant Services

Initially, the scheme was designed to benefit the small traders, manufacturers and restaurant service
provide. So, the scheme was fundamentally for the supplier of goods and only for restaurant service
provide. However, subsequently, suppliers availing the composition scheme were permitted to supply
other services also, though only up to a small specified value.

Small taxpayers with an aggregate turnover in a preceding financial year up to 1.5 crore shall be
eligible for composition levy. However, Threshold limit is ¥75 lakh in respect of 8 of the Special
Category States namely:

Nagaland Uttarakhand _
Arunachal Pradesh Mizoram Manipur Meghalaya

However as per second proviso to section 10(1), composition suppliers are permitted to supply other
services up to:

(@) 10% of turnover in the state or union territory in the preceding financial year or
(b) ¥5,00,000 whichever is higher.

Eg. Ramsewak is engaged in the supply of goods. His aggregate turnover in preceding FY is 360 lakh.
Since his aggregate turnover in the preceding FY does not exceed X1.5 crore, he is eligible for
composition scheme in current FY.

Calculation of Aggregate Turnover

While computing the threshold limit of 1.5 crore, inclusions in and exclusions from ‘aggregate
turnover’ are as follows:

Inclusions Exclusions

Value of all outward supplies o Value of inward supplies on which tax is payable
1. Taxable supplies under reverse charge
2. Exempt supplies o Taxes Unde.r GST (i.e. CGST/SGST /UTGST/IGST/
2 B Compensation Cess)

» EXPOTLS a Value of supply of exempt services by way of extending
4. Inter-State supplies of persons having the deposits,loansoradvancesinsofarastheconsideration

same PAN be computed on all India basis is represented by way of interest or discount.




Explanation 1 to section 10 clarifies that for the purposes of computing aggregate turnover of a
registered person for determining his eligibility to pay tax under this section, aggregate turnover
includes value of supplies from 15° April of a FY up to the date of his becoming liable for registration.

As per Section 10(3), the option of a registered person to avail composition scheme for
services shall lapse with effect from the day on which his aggregate turnover during a
financial year exceeds the threshold limit of X150 Lakh /75 Lakh.

The rate shall be as given under Rule 7

Category of Registered Person Rate of Tax

1. Manufacturer, other than manufacturer |0.5% CGST + 0.5% SGST of Turnover
of lce cream, Pan masala, Tobacco & in the State/Turnover in the Union
Aerated Water Territory

= Person engaged in restaurant services 2.5% CGST & 2.5% SGST of Turnover
in the State/Turnover in the Union
Territory

3. Any other Supplier of goods 0.5% CGST + 0.5% SGST of Taxable
Supplies in the State/Turnover in the
Union Territory

As per section 2{112) of the CGST Act, 2017, turnover in State/turnover in Union territory means

Inclusions Exclusions
Value of all outward supplies o Value of inward supplies on which tax is
1. Taxable supplies payable under reverse charge
2. Exempt supplies o Taxes Under GST (i.e. CGST /SGST/UTGST/
3. Exports IGST/Compensation Cess)
' Val f ly of t ices b
4. Inter-State supplies of goods or services 5 value ol sUpply Ol ExCIpt Services by way

of extending deposits, loans or advances in
so far as the consideration is represented
by way of interest or discount.

or both made from the State or Union
territory by the said taxable person

Further, explanation 2 to section 10 clarifies that for the purposes of determining the tax payable by
a person under this section, the expression turnover in State or turnover in Union territory shall not
include the value of following supplies, namely:
(i) Supplies from 1%* April of a FY up to the date when such person becomes liable for registration
under this Act; and
(if) Exempt supply of services provided by way of extending deposits, loans or advances in so far
as the consideration is represented by way of interest or discount.
Note: While computing turnover in a State/UT of a supplier, other than manufacturer and restaurant
service provider, eligible for composition levy for goods [eg.-trader], the exempt supplies will not be
taken into consideration
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As per Rule 3,

Apersonapplying for registration maygive optionforcompositionscheme inpart B of REG-01.
Such intimation shall be considered only after the grant of registration to the applicant and
his option to pay tax under composition levy shall be effective from the date from which
registration is effective.

As per Rule 4,

A registered person who opts to pay tax under composition levy scheme shall electronically
file an intimation in prescribed form on the GST Common Portal, priorto the commencement
of the FY for which said option is exercised. Option to pay tax under section 10 shall be
effective from the beginning of the next financial year but such person shall also furnish
statement in ITC-03 for reversal of tax credit within a period of 90 days from the date of
commencement of composition scheme.

As per Rule 5,
Such person should be neither casual taxable person nor non - resident taxable person.
As per Rule 6,

If turnover exceeds ¥1,50,00,000/75,00,000 he will be shifted to normal scheme with
immediate effect and he will give an intimation in CMP-04 within 7 days of exceeding the limit.

Any person who is in the composition scheme may opt out of the scheme at any time and
shall file an application in CMP-04 and he will get shifted to normal scheme with immediate
effect. He shall be required to submit [TC-01 for availing ITC within 30 days from the date of
withdrawal. Such withdrawal shall be applicable to all the places in all the states/UTs.

Section 10(2A) Composition Scheme for Service Provider

This section provides an option to a registered person whose aggregate turnover in the preceding
financial year is up to ¥50 lakh and who is not eligible to pay tax under sub section (1), to pay tax @ 3%
[Effective rate 6% (CGST & SGST /UTGST)] on first supplies of goods and for services up to an aggregate
turnover of T50 lakh made on/after 15° April in any financial year, subject to specified conditions.

Section 10(2) /(2A) Conditions for Opting to Pay Tax under Composition Scheme

(11 Restricted from making supply of goods or services which are not liable to GST: Certain
goods and services are not liable to GST, e.g. petroleum, alcohol for human consumption, etc.
- aperson opting for composition scheme shall not be entitled to make any supply of non-GST
goods and services.

(if) Restricted from affecting inter-State outward supplies: The taxable person should not
affect any inter-State outward supplies. This means that even stock transfers to branches
outside the State would not be permitted. However, insofar as it relates to inter-State inward
procurements /receipts, there is no restriction.

(iif) Restricted from making supplies through an e-commerce operator: A person opting
for composition scheme is not allowed to affect any supply of goods or services through an
ecommerce portal, unless such portal is owned by the same person.

(iv) Restriction on manufacture of notified goods: The person opting for the scheme should
not be a manufacturer of certain goods as are notified in this regard. However, there is no
restriction in case the person is engaged in trading of such goods.
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Notified Goods:

(i) Ice cream and other edible ice, whether or not containing cocoa
(if) Pan masala
(iif) Tobacco and manufactured tobacco substitutes
(iv) Manufacture of Aerated Water
(v] Fly ash bricks or fly ash aggregate with 90% or more fly ash content; Fly ash blocks
(vi) Bricks of fossil meals or similar siliceous earths
(vii) Building bricks
(viii) Earthen or roofing tiles
(ix) Would be applicable for all transactions under the same PAN: Composition scheme
would become applicable for all the business verticals having separate registrations
within the State and all other registrations outside the State which are held by the person
with the same PAN.
(x) Shall not collect tax: Taxable person opting to pay tax under the composition scheme is
prohibited from collecting tax on the outward supplies.
(x/) Notentitled to inputtax credit: Taxable person opting to pay taxunder the composition
scheme will not be eligible to claim any input tax credits.
(xif) Such supplier shall mention the words “composition taxable person not eligible to collect
tax on supplies” at the top of the bill of supply. (not allowed to issue tax invoice)

Example

A photographer ‘Champak’ has commenced providing photography services in Delhi from April this
year. His turnover for various quarters till December is as follows:

April-June 20 lakh
July-Sept 30 lakh
Oct-Dec 320 lakh

In the given case, since Champak has started the supply of services in the current financial year,
his aggregate turnover in the preceding FY is Nil. Consequently, in the current FY, he is eligible for
composition scheme for services. He becomes eligible forthe registration when his aggregate turnover
exceeds 20 lakh.

While registering under GST, he opted for a composition scheme for services.

For determining his turnover of the State for payment of tax under composition scheme for services,
turnover of April-June quarter [X20 lakh] shall be excluded as the value of supplies from the first day
of April of a financial year up to the date when such person becomes liable for registration under this
Act are to be excluded for this purpose.

On next 330 lakh [turnover of July-Sept quarter], he shall pay tax @ 6% [3% CGST and 3% SGST], i.e.
CGST 390,000 and SGST 390,000.

By the end of July-Sept quarter, his aggregate turnover reaches 50 lakh.

Consequently, his option to avail composition scheme for services shall lapse by the end of July-Sept
quarter and thereafter, he is required to pay tax at the normal rate of 18%. Thus, the tax payable for
Oct-Dec quarter is 20 lakh x 18%, i.e. ¥3,60,000.

Imposition of penalty in case of irregular availment of composition scheme [Section 10(5)]

If a taxable person has paid tax under the composition scheme though he was not eligible for the
scheme, the person would be liable to penalty and the provisions of section 73 or 74 of the CGST Act
shall be applicable for determination of tax and penalty.
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QUESTION BANK

1. State person liable to pay GST in the following independent cases provided recipient is located
in the taxable territory:

(a) Services provided by an arbitral tribunal to any business entity.
(b) Sponsorship services provided by a company to an individual.
(c) Renting of immovable property service provided by the Central Government to a business entity

Sol. (@) Since GST onservices provided or agreed to be provided by an arbitral tribunal to any business
entity located in the taxable territory is payable under reverse charge, in the given case, GST
is payable by the recipient - business entity.

(b) GST on sponsorship services provided by any person to anybody corporate or partnership
firm located in the taxable territory is payable under reverse charge. Since in the given case,
services have been provided to an individual, reverse charge provisions will not be attracted.
GST is payable under forward charge by the supplier - company.

(¢) GST on services supplied by Central Government, State Government, Union territory flocal
authority by way of renting of immovable property to a person registered under CGST Act,
2017 is payable under reverse charge. Therefore, in the given case, GST is payable under
reverse charge by the recipient - registered business entity

2. Apersonavailing composition scheme in Haryana during a financial year crosses the turnover of
1.5 crore during the course of the year i.e. he crosses the turnover of 1.5 crore in December?
Will he be allowed to pay tax under composition scheme for the remainder of the year, ie. till
31st March?

Sol. No. The option to pay taxunder composition scheme lapses from the day on which the aggregate
turnover of the person availing composition scheme during the financial year exceeds the specified
limit (X1.5 crore). Once he crosses the threshold, he is required to file an intimation for withdrawal
from the scheme in prescribed form within 7 days of the occurrence of such event.

Every person who has furnished such an intimation, may electronically furnish at the common
portal, a statement in prescribed form containing details of the stock of inputs and inputs
contained in semi-finished or finished goods held in stock by him on the date on which the option
is withdrawn, within a period of 30 days from the date from which the option is withdrawn.

3. Determine whether the supplier in the following cases are eligible for composition levy provided
their turnover in preceding year does not exceed ¥1.5 crore:
(i) Mohan Enterprises is engaged in trading of pan masala in Rajasthan and is registered in the
same State.
(if) Sugam Manufacturers has registered offices in Punjab and Haryana and supplies goods in
neighbouring States.

Sol. (i) Asupplier engaged inthe manufacture of goods as notified under section 10(2)(e), during the
preceding FY is not eligible for composition scheme. Ice cream and other edible ice, whether
or not containing cocoa, Pan masala, Aerated water and Tobacco and manufactured tobacco
substitutes are hereby notified. However, in the given case, since Mohan Enterprises is engaged
intrading of pan masala and not manufacture and his turnover does not exceed "1.5 crore, he
is eligible for composition scheme subject to fulfilment of specified conditions.

(if) Since supplier of inter-State outward supplies of goods are not eligible for composition levy,
Sugam Manufacturers is not eligible for composition levy.
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Sol.

Sol.

Sol.

Subramanian Enterprises has two registered places of business in Delhi. Its aggregate turnover
for the preceding year for both the places of business was 3120 lakh. It wishes to pay tax under
composition levy for one of the place of business in the current year while under normal levy for
other. You are required to advise Subramanian Enterprises whether he can do so?

A registered person with an aggregate turnover in a preceding financial year up to ¥1.5 crore is
eligible for composition levy in Delhi. Since the aggregate turnover of Subramanian Enterprises
does not exceed 1.5 crore, it is eligible for composition levy in the current year However, all
registered persons having the same Permanent Account Number (PAN) have to opt for composition
scheme. If one such registered person opts for a normal scheme, others become ineligible for the
composition scheme. Thus, Subramanian Enterprises either have to opt for composition levy for
both the places of business or under normal levy for both the places of business.

Income is received by Maharashtra Government from renting of immovable property to Ganpati
Morya Pvt. Ltd., registered in Maharashtra (Turnover of the company was ¥18 lakh in the preceding
financial year). Is GST payable in the present case? If yes, who is liable to pay the same?

Notification No.12 /2017 CT (R) dated 28.06.2017 has inter alia exempted the services provided by
the State Government to a business entity with an aggregate turnover of up to %20 lakh (10 lakh
in case of a Special Category States) in the preceding FY. However, the same shall not apply to
services by way of renting of immovable property.

In the given case, a service by way of renting of immovable property is provided by Maharashtra
Government to Ganpati Morya Pvt. Ltd, registered in Maharashtra. Therefore, the above exemption
will not apply in this case even though the turnover of the company was less than320 lakh in the
preceding financial year. Thus, GST is payable in the given case.

Notification No. 13/2017 CT (R) dated 28.06.2017 as amended inter alia provides that reverse
charge is applicable in case of services supplied by the State Government by way of renting of
immovable property to a person registered under the Central Goods and Services Tax Act, 2017.
Thus, GST is payable by Ganpati Morya Pvt. Ltd., being a registered person in the present case.

M /s Sai Trading Company, an eligible registered dealer in goods making intra-state supplies within
the state of Andhra Pradesh, has reported an aggregate turnover of ¥78 Lakhs in the preceding
financial year.

Determine whether Sai Trading Company will be eligible for compositionlevy, ason 31 10-2017.
Will your Solution be different, if in the above scenario, M/s Sai Trading Company is making intra
state supply within the state of Jammu and Kashmir?

Section 10 of CGST Act, 2017 provides that a registered person, whose aggregate turnover in the
preceding financial year did not exceed X1.5 crores may opt for composition scheme. The turnover
limit is ¥75 lakhs in case of some Special Category States namely,

In the given case, the applicable turnover limit for composition scheme will be X1.5 crore as
Andhra Pradesh is not a Special Category State.

Further, since the aggregate turnover of the registered person in the given case does not exceed
<1.5 crore and it satisfies other conditions of composition scheme namely, not making inter-State
supplies of goods, it is eligible for composition levy.

Since the turnover limit for determining the eligibility for composition scheme in the State of
Jammu and Kashmir is 1.5 crores, Sai Trading Company will be eligible for composition levy
with other conditions of not making inter- State supplies of goods being fulfilled.

Mr Vivek Goyal, director of A27 Pvt. Ltd. Company has received a sitting fee amounting to 31 lakh
from A27 Pvt. Ltd for attending the Board meetings. Is GST payable in the present case? If yes,
who is liable to pay the same?
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Sol.

Sol.

Sol.

10.

Composition Scheme

Notification No. 13/2017 CT (R) dated 28.06.2017 inter alia provides that 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, the person liable to pay GST is the recipient of services, i.e., A2Z Pvt.
Ltd. Company.

M /s Shakshi Associates a recovery agent (located in Chennai) empanelled by State Bank of
India, Local Head Office, Nungambakkam, Chennai. The following service supplied M/s Shakshi
Associates in the month of Nov 2018 are as follows:

(i) Fee of ¥2,25,825 for supply of services in relation to recovery of dues from the defaulting
borrowers at the place of business/occupation and if such borrowers is/are unavailable at
the place of business then at his/her residence.

(if) Supply of services with regard to demand for recovery or taking possession of the security
from defaulting Borrowers, for which separate fee charge from the bank ¥55,175 /-

Solution the following:

(a) Is it supply of service?

(b) If so, who is liable to pay GST?

(c) What is the GST liability?

Note: Assume applicable rate of GST for recovery agent services @18%.
(1) Yes. It is taxable supply of service

(if) State Bank of India being recipient of service is liable to pay GST under RCM. (c) GST liability
=350,580 [i.e. ¥2,25,825 + 55,175) x 18%)]

. Mr Anurag, a famous Author is engaged in supply of services by the way of transfer or permitting

the use or enjoyment of a copyright covered under clause (a) of sub-section (1) of section 13
of the Copyright Act, 1957 relating to original literary works to a publisher. Explain in brief the
conditions under which an Author can choose to pay tax under forward charge.

Mr. Anurag, an author, can choose to pay tax under forward charge provided he fulfils the following
conditions:

(i) He has taken registration under the GST law.

(if) He has filed a declaration, in the prescribed form, that he exercises the option to pay tax on
the said service under forward charge and, to comply with all the provisions of the GST law
as they apply to a person liable for paying the tax in relation to the supply of any goods and/
or services and that he shall not withdraw the said option within a period of 1 year from the
date of exercising such option.

(iif) He makes a declaration on the invoice issued by him in prescribed form to the publisher.
In the following independent cases, decide who is liable to pay GST, if any.

You may assume that the recipient is located in the taxable territory. Ignore the aggregate turnover

and exemption available.

(@) VeerTransport)a registered Goods Transport Agency (GTA) paying IGST @ 12%, transported
goods by road of Dilip & Company, a sole proprietary firm {other than specified person) which
is not registered under GST or any other Law.

(b) Mr. Kamal Jain, an unregistered famous author, received ¥20 lakh of consideration from PQR
Publications Ltd. for supply of services by way of temporary transfer of a copyright covered
under section 13(1)(a) of the Copyright Act, 1957 relating to original literary works of his
new hook.




Sol.

11.

Sol.

12.

Sol.

13.
Sol.

14.

(@) In case of a GTA service, where GST is payable @ 5% and recipient is one of the specified
recipients, tax is payable by the recipient of service under reverse charge.
However,where GST is payable @ 12%, tax is payable under forward charge by the supplier of
service. Therefore, inthe given case, tax is payable under forward charge by “Veer Transport”,
a registered GTA.

Note: In the given case, since the recipient of service is other than specified recipient, i.e,,

unregistered sole proprietorship firm, GTA service is exempt from GST. However, in the above

answer, the said exemption has been ignored since the question specifically requires the students
to ignore the exemptions, if any, available.

(b) Supplyof services by an author by way of transfer of a copyright covered undersection 13(1)(a)

of the Copyright Act, 1957 relating to original literary works to a publisher located in the
taxable territory is taxable under reverse charge mechanism.
Thus, in the given case, the recipient of service, i.e. PQR Publications Ltd. is liable to pay GST.
The tax can be paid by the author under forward charge if the author is a registered person.
Since in the given case, the author is an unregistered person, the said option is not available
to him.

Mr. Rahim is dealer who is selling taxable goods, exempted goods and non-taxable goods (i.e.
Liquor). His turnover in the preceding financial year is T35 lakh, 10 lakh, ¥15 lakh goods which
are leviable to GST, exempted and non- taxable respectively. Whether MR, Rahim eligible for the
Composition Scheme?

If a person is selling/supplying the goods, which are not leviable to tax under GST, then he is not
eligible to opt for composition scheme.

In this case even though the aggregate turnover is not exceeding 1.5 crore, Mr. Rahim is not
eligible for composition Scheme since he is in the business of supplying non-taxable supply.

Mr. H registered in Hyderabad, who is selling goods from Telangana to Tamil Nadu. Turnover
of Mr. H is ¥73 Lakh in the preceding financial year. Whether Mr. H is eligible for Composition?
Whether your Solution will change if Mr. H is making purchases from Tamil Nadu and selling
goods in Telangana?

Mr H is not eligible for composition as he is making interstate outward supply.

If Mr. H is making a purchase from Tamil Nadu then he is eligible for composition scheme as there
is restriction on outward interstate supply not on inward interstate supply.

Is there any option for a registered taxable person to withdraw from the composition scheme?

The registered taxable person who intends to withdraw from the composition scheme shall, before
the date of such withdrawal, file an application in FORM GST CMP-04.

Where the option of composition scheme is lapsed due to non-compliance of any of the eligibility
conditions under Section 10 or rules made thereunder, then taxable person shall file an intimation
of withdrawal in the same FORM GST CMP-04 within 7 days of the occurrence of event leading to
disability under the scheme. Intimation for withdrawal or cancellation of permission in respect
of any place of business in a State or UT shall be deemed to be intimation in respect of all other
places of business registered on the same PAN.

Examine whether the suppliers are eligible for the composition scheme in the following
independent cases. Is there any other option available for concessional tax payment with any of
these suppliers, wherever composition scheme cannot be availed?
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(a) M/s Devlok, a registered dealer, is dealing in intra-State trading of electronic appliances in
Jaipur (Rajasthan). It has turnover of X130 lakh inthe preceding financial year. In the current
financial year, it has also started providing repairing services of electronic appliances.

(b) M/s Narayan & Sons, a registered dealer, is running a “Khana Khazana” Restaurant near City
Palace in Jaipur. It has turnover of 140 lakh in the preceding financial year. In the current
financial year, it has alsostarted dealing in intra-State trading of beverages in Jaipur (Rajasthan).

(c) M/sIndra & bro, a registered dealer, is providing restaurant services in Uttarakhand. It has
turnover ofX70 lakh inthe preceding financial year. It has started providing intra-State interior
designing services inthe current financial year and discontinued rendering restaurant services.

(d) M/s Him Naresh, a registered dealer, is exclusively providing intra-state architect services in
Uttarakhand. It has turnover of ¥40 lakh in the preceding financial year.

Sol. Aspersection10ofthe CGST Act, 2017,the following registered persons, whose aggregate turnover
in the preceding financial year did not exceed ¥1.5 crore, may opt to pay tax under composition
levy.

(@) Manufacturer,

(b) Persons engaged in making supplies referred to inclause(b) of paragraph 6 of Schedule Il
(restaurantservices), and

(¢) Any other supplier eligible for composition levy.

Thus, essentially, the composition scheme can be availed in respect of goods and only one service
namely, restaurant service. However, the scheme permits supply of other marginal services for a
specified value along with the supply of goods and restaurant service, as the case may be. Such
marginal services can be supplied for a value up to 10% of the turnover in the preceding year or
%5 lakh, whichever is higher.

Further, the registered person should not be engaged in making any inter-State outward supplies
of goods.

Furthermore, an option of availing benefit of concessional payment of tax has been provided to a
registered person whose aggregate turnover in the preceding financial year is up to 350 lakh and
who is not eligible to pay tax under composition scheme. Said person can pay tax @ 3% [Effective
rate 6% (CGST+ SGST /UTGST)] on first supplies of goods and /or services up to an aggregate
turnover of T50 lakh made on/after 1st April in any financial year (FY), subject to specified
conditions vide Section 10{2A) as amended. One of such conditions is that the registered person
should not be engaged in making any inter-state outward taxable supplies.

In view of the above-mentioned provisions, the Solutionto the given independent cases is asunder:

(@) Theturnoverlimitforthe composition scheme in case of Jaipur (Rajasthan) is 1.5 crore. Thus,
M /s Devlok can opt for composition scheme as its aggregate turnover is less than31.5 crore.
Further, since the registered person opting for composition scheme can also supply services
(other than restaurant services) for a value up to 10% of the turnover in the preceding year
or X5 lakh, whichever is higher, in the current financial year, M/s Devlok can supply repair
services up to a value of Y13 lakh [10% of X130 lakh or 5 lakh, whichever is higher] in the
current financial year.

() Inthe given case:
(i) Theturnover in the preceding year is less than the eligible turnover limit, i.e. ¥1.5 crore.
(if) The supplier is engaged in providing restaurant service which is an eligible supply under
composition scheme.
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15.

Sol.

16.

Y

(iif) The supplier wants to engage in trading of goods which is also an eligible supply under
composition scheme.,

Thus, M/s Narayan & Sons is eligible for composition scheme.

(c) The turnover limit for composition scheme in case of Uttarakhand is ¥75 lakh. Further, a
registered person who is exclusively engaged in supplying services other than restaurant
services are not eligible for composition scheme. Thus, M/s Indra & bro cannot opt for
composition scheme.,

Further, the benefit of concessional tax payment under Section 10(2A) isavailable in case
of a registered person whose aggregate turnover in the preceding financial year does not
exceed I50 lakh.

Thus, in view of the above-mentioned provisions, M /s Indra & bro cannot avail the benefit of
concessional tax payment as its aggregate turnover in the preceding financial year is more
than 50 lakh.

(d) An exclusive service provider can opt for the composition scheme only if he is engaged in
supply of restaurant services. The composition scheme permits supply of marginal services
for a specified value, but only when the same are supplied along with goods and /or restaurant
service.

Since M /s Him Naresh is exclusively engaged in supply of services other than restaurant
services, it is not eligible for composition scheme even though its turnover inthe preceding
year is less than 75 lakh, the eligible turnover limit for Uttarakhand.

However, since M/s Him Naresh is not eligible to opt for composition scheme, its aggregate
turnover in the preceding financial year does not exceed ¥50 lakh and it is exclusively
engaged in supply of services other than restaurant services, M /s Him Naresh is entitled to
avail benefit of concessional payment of tax under U /s 10(2A).

Senior Advocate supplied services 0of1,50,000/- to the business entity for Legal services. Business
entity has an ITC of ¥7,000. Senior Advocate has registered office in Chennai. Business entity is
located in Madurai.
Find the following:
(@) Who is liable to pay GST?
(b) Net GST liability? Note:
(1) All services rendered inthe month of Oct 2018.
(if) Turnover of business entity in the previous year ¥43 lakh.
(iif) Applicable rate of GST @18%
(@) Business entity being the recipient of service is liable to pay GST.
(b) Net GST liability of the business entity: CGST 9% on %1,50,000 = X13,500/- SGST 9% on
31,50,000=%13,500/-
Note: Recipient is not allowed to utilise ITC against his GST liability. However, after payment of
GST under RCM, the same can be availed as ITC against his outward supplies.
Mr. Priyvam, director of Sun Moon Company Private Limited, provided service to the company for
remuneration of
31,25,000. Briefly answer whether GST is applicable in the below mentioned independent cases?
If yes, who is liable to pay GST?
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(@) Mr. Priyam is an independent director of Sun Moon Company Private Limited and not an
employee of the company.

(b) Mr. Priyam is an executive director, i.e. an employee of Sun Moon Company Private Limited. Qut
of total remuneration amounting to %1,25,000,360,000 has been declared as salaries in the
books of Sun Moon Company Private Limited and subjected to TDS under section 192 of the
Income-Tax Act (IT Act). However,65,000 has been declared separately other than salaries in
the Sun Moon Company Private Limited’s accounts and subjected to TDS under section 194]
of the IT Act as professional services.

Sol. (a) AsperParal of Schedule Il ofthe CGST Act, services by an employee to the employer in the
course of or in relation to his employment are non-supplies, i.e. they are neither supply of goods
nor supply of services. Services provided by the independent directors who are not employees
of the said company to such company, in lieu of remuneration as the consideration for the said
services, are clearly outside the scope of Schedule III of the CGST Act and are therefore taxable.
Further, such remuneration paid to the directors is taxable in the hands of the company, on reverse
charge basis.

Thus, GST is applicable in this case and Sun Moon Company Private Limited is liable to pay
GST.

(b) The part of director’s remuneration which is declared as salaries in the books of a company
and subjected to TDS under section 192 of the Income-tax Act (IT Act), is not taxable being
consideration for services by an employee to the employer in the course of or in relation to
his employment in terms of Schedule III.

Further, the part of employee director’s remuneration which is declared separately otherthan
salaries in the company’s accounts and subjected to TDS under section 194] of the IT Act as
fees for professional or technical services are treated as consideration for providing services
which are outside the scope of Schedule 111 and is therefore, taxable. The recipient of the said
services i.e. the company, is liable to discharge the applicable GST on it on reverse charge
basis.

Inlieu of the above provisions, ¥60,000 declared as salaries in the books of Sun Moon Company
Private Limited and subjected to TDS under section 192 of the Income-Tax Act (IT Act), is not
taxable being consideration for services by an employee to the employer in the course of or in
relation to his employment in terms of Schedule II1.

Further, 65,000 declared separately other than salaries in the Sun Moon Company Private
Limited’s accounts and subjected to TDS under section 194] of the IT Act as professional
services is treated as consideration for providing services which are outside the scope of
Schedule 111 and is therefore, taxable. The recipient of the said services i.e. the Sun Moon
Company Private Limited, is liable to discharge the applicable GST on it on reverse charge
basis.

17. Mr Ajay has a registered repair centre where electronic goods are repaired /serviced. His repair
centre is located inthe State of Rajasthan and he is not engaged in making any inter-State supply
of services. His aggregate turnover in the preceding financial year (FY) is Y45 lakh.

With reference to the provisions of the CGST Act, 2017, examine whether Mr. Ajay can opt for the
compositionscheme inthe current financial year (FY)? Is he eligible to avail benefit of concessional
payment of tax under U /s 10(2A)7? Considering the option of payment of tax available to Mr. Ajay,
compute the amount of tax payable by him assuming that his aggregate turnover in the current
financial year is T35 lakh.
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Sol.

18.

Sol.

Will your Solution be different if Mr. Ajay procures few items required for providing repair services
from neighbouring State of Madhya Pradesh?

Section 10 of the CGST Act, 2017 provides that a registered person, whose aggregate turnover in
the preceding financial year did not exceed 1.5 crore (75 lakh in Special Category States except
Assam, Himachal Pradesh and Jammu and Kashmir), may opt to pay, in lieu of the tax payable by
him, an amount calculated at the specified rates. However, if, inter alia, such registered person
is engaged in the supply of services other than restaurant services, he shall not be eligible to opt
for composition levy.

In the given case, since Mr. Ajay is a supplier of repair services, he is not eligible for composition
scheme even though his aggregate turnover in the preceding FY does not exceed 1.5 crore.

Therefore, he has to discharge his tax liability under regular provisions at the applicable rates.

However, with effect from 01.04.2019, Section 10(2A) has provided an option to a registered
personwhose aggregate turnover in the preceding financial year is up-to ¥50 lakh and who is not
eligible to pay tax under composition scheme, to pay tax @ 3% [Effective rate 6% (CGST+ SGST/
UTGST)] onfirst supplies of goods and for services up-to an aggregate turnover of 50 lakh made
on/after 1st April in any FY, subject to specified conditions.

Thus, in view of the above-mentioned provisions, Mr. Ajay is eligible to avail the benefit of
concessional payment of tax under Section 10(2A) as his aggregate turnover in the preceding FY
does not exceed T50 lakh and he is not eligible to opt for the composition scheme.

Thus, the amount of tax payable by him under Section 10(2A) is ¥2,10,000 [6% of X35 lakh].

Aregistered person cannot optfor U /s 10(2A), if inter alia, he is engaged in making any inter- State
outward supplies. However, there is no restriction on inter-State procurement of goods. Hence,
Solution will remain the same even if Mr. Ajay procures a few items from the neighbouring State
of Madhya Pradesh.

Mr Vicky Frankyn, an unregistered famous author, received X3 crore of consideration from Shiv
Bhawan Publications (SBP) located in Indore for supply of services by way of temporary transfer
of a copyright covered under Section 13(1)(a) of the Copyright Act, 1957 relating to original
literary works of his new book. He finished his work & made available the book to the publisher,
but has yet not raised the invoice.

Mr Vicky Frankyn is of the view that SBP is liable to pay tax under reverse charge on services

provided by him. SBP does not concur with his view and is not ready to deposit the tax under
any circumstances.

Examine whether the view of Mr. Vicky Frankyn is correct. Further, if the view of Mr. Vicky Frankyn
is correct, what is the recourse available with Mr. Vicky Frankyn to comply with the requirements
of GST law as SBP has completely refused to deposit the tax?

Yes, the view of Mr. Vicky Frankyn is correct. GST is payable under reverse charge in case of supply
of services by an author by way of transfer /permitting the use or enjoyment of a copyright covered
under Section 13(1)(a) of the Copyright Act, 1957 relating to original literary work to a publisher
located in the taxable territory in terms of reverse charge Notification No. 13/2017 CT(R) dated
28.06.2017. Therefore, in the given case, person liable to pay tax is the publisher - SBP.

However, since SBP has completely refused to deposit the tax on the given transaction, Mr. Vicky
Frankyn has an option to pay tax under forward charge on the same. For the purpose, he needs
to fulfil the following conditions:
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(i) Since he is unregistered, he has to first take registration underthe CGST Act, 2017

(if) He needsto file adeclaration, in the prescribed form, that he exercises the optionto pay CGST
onthe said service under forward charge in accordance with section 9(1) of the CGST Act and
to comply with all the provisions as they apply to a personliable for paying the tax in relation
to the supply of any goods and/or services and that he shall not withdraw the said option
within a period of 1 year from the date of exercising such option;

(iif) He hasto make a declaration on the invoice, which he would issue to SBP, in prescribed form.
19. Enumerate the persons who are not eligible to opt for Composition Scheme under Section 10(2)
of the CGST Act, 2017.
Sol. A registered person shall not be eligible to opt for composition scheme if:
(i) Heis engaged in supply of services other than supplies referred to in clause (b) of paragraph
6 of Schedule II.
(if) He is engaged in supply of goods not leviable to tax.
(iif) He is engaged in inter-State outward supplies of goods.
(iv) He is engaged in supply of goods through an electronic commerce operator.

(v) He is a manufacturer of notified goods, namely, a manufacturer of Aerated water, ice cream,
pan masala and tobacco.

20. (a) Chanchal started providing beauty and grooming services and inaugurated “Care & Care
Beauty Centre” in Janak Puri, Delhi on 01st April, 20XX. She opted to pay tax under Section
10(2A) in the said financial year.

The aggregate turnover of Care & Care Beauty Centre for the quarter ending 30th June, 20XX
was <20 lakh. Further, for the half year ending 30th September, 20XX, the turnover reached
50 lakh. Care & Care Beauty Centre recorded a rapid growth and the turnover reached 70
lakh by the end of October, 20XX. Determine the total tax liability of Care & Care Beauty Centre
by the end of October, 20XX.

(b) Care & Care Beauty Centre wishes to opt for the composition scheme from the next financial
year. You are required to advise it whether it can do so?

Note: Rate of GST applicable on such services is 18%.
Sol. (a) Section10(2A)providesanoptiontoa registered persontopay CGST @ 3% [Effective rate 6%

(CGST+ SGST/UTGST)] onfirst supplies of goods and /or services up-to an aggregate turnover
of T50 lakh made on/after 1st April in any financial year, subject to specified conditions.

| Liability
1st Quarter Since turnover did not exceed 20 lakh, it 20 lakhs Nil
was not required to obtain registration.
Hence, no tax was required to be paid.

2nd Quarter Effective rate is 6% (CGST+SGST /UTGST) | 30 Lakhs 1,80,000
under Notification No. 2/2019 CT (R) [(50-20) Lakhs]

For the month of | Normal rate of GST of 18% is to be applied 201akh 3,60,000

October, 20XX [(70-50) lakh]

Total Tax payable 5,40,000
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21.

Sol.

Itis clarified in the notification that first supplies of goods or services or both shall, for the purposes
of determining eligibility of a person to pay tax under this notification, include the supplies from
1st April of a FY to the date from which he becomes liable for registration under the said Act,
but for the purpose of determination of tax payable under this notification, shall not include the
supplies from the first day of April of a financial year to the date from which he becomes liable
for registration under the Act.

Thus, Care & Care Beauty Centre is eligible to pay tax under this notification up-to the turnover
of ¥50 lakh. The total tax payable by it is as under:;

(b) No,Care & Care Beauty Centre cannot opt forthe composition scheme fromthe next financial
year. Fundamentally, the composition scheme can be availed in respect of goods and only one
service namely, restaurant service. As regards services other than restaurant services are
concerned, only marginal supply of such services for a specified value along with the supply
of goods and for restaurant service, as the case may be, is permitted under section 10{1) of
CGST Act, 2017. Therefore, a person engaged exclusively in supply of services other than
restaurant services is not eligible to opt for composition scheme,

“Wedding Bells”, a wedding photographer, has commenced providing pre-wedding shoot services
in jaipur from the beginning of current financial year 2020-2021. It has provided the following
details of turnover for the various quarters till December, 2020:

Quarter t Rin
1. |April, 2020-June, 2020 20
2. | ]July, 2020-September, 2020 30
3. QOctober, 2020-December, 2020 40

You may assume the applicable tax rate as 18%. Wedding Bells wishes to pay tax at alower rate
and opts for the composition scheme. You are required to advise whether it can do so and calculate
the amount of tax payable for each quarter?

Section 10(2A) of the CGST Act, 2017 provides the turnover limit of 50 lakh in the preceding
financial year for becoming eligible for composition levy for services. Wedding Bells has started the
supply of services inthe current financial year (FY), thus, it's aggregate turnover in the preceding
FY is Nil. Consequently, in the current FY, Wedding Bells is eligible for composition scheme for
services. Aregistered person opting for composition levy for services shall pay tax @ 3% [Effective
rate 6% (CGST+ SGST/UTGST)] of the turnover of supplies of goods and services in the State.

Further, Wedding Bells becomes eligible for the registration when the aggregate turnover exceeds
20 lakh (the threshold limit of obtaining registration). While registering under GST, Wedding
Bells can opt for the composition scheme for services.

The option of a registered person to avail composition scheme for services shall lapse with effect

from the day on which his aggregate turnover during a financial year exceeds the threshold limit
of 50 lakh.

However, for the purposes of determining the tax payable under composition scheme, the
expression “turnover in State” shall not include the value of supplies from the first day of April
of a FY up to the date when such person becomes liable for registration under this Act.

Thus, for determining the turnover of the State for payment of tax under composition scheme

for services, turnover of April, 2020 - June, 2020 quarter [R20 lakh] shall be excluded. On next

T30 lakh [turnover of July, 2020 - September, 2020 quarter], it shall pay tax @ 6% [3% CGST and
3% SGST].
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Sol.

For the purposes of computing aggregate turnover of a registered person for determining his
eligibility to pay tax under this section, aggregate turnover includes the value of supplies from
the 1st April of a FY up to the date of his becoming liable for registration.

Thus, while computing aggregate turnover for determining Wedding Bells’s eligibility to pay tax
under composition scheme, value of supplies from the first day of April of a financial year up to
the date when it becomes liable for registration under this Act (i.e. turnover of April, 2020 - June,
2020 quarter), are included.

By the end of July, 2020 - September, 2020 quarter, the aggregate turnover reaches ¥50 lakh.
Consequently, the option to avail composition scheme for services shall lapse by the end of July,
2020 - September, 2020 quarter and thereafter, it is required to pay tax at the normal rate of 18%.

Considering the above provisions, the tax payable for each quarter is as under:

S.No. Quarter GSTrate  Turnover  GST payable
_ [CGST + SGST] Rin lakh) Rin lakh)
1. [April, 2020 - June, 2020 — 20 | —
2. |]July, 2020 - September, 2020 6% 30 1.8
3. |October, 2020 - December, 2020 18% 40 7.2

Explain in brief the conditions to be fulfilled by a registered person under GST law for availing
the option to pay concessional tax @ 3% (effective rate 6%) under GST as per the provisions of
Section 10{2A) as amended, with effect from 1st April, 2019.

The registered person desirous of availing the optionto pay concessional tax@ 3% (effective rate 6%)
under section 10(2A) should-
(i) Not be engaged in making any supply which is not leviable to tax.
(if) Not be engaged in making any inter-State outward supply of goods and /or services.
(iif) Neither be a casual taxable person nor a non-resident taxable person.
(iv) Notbeengaged in making any supply through an electronic commerce operatorwho is required
to collect tax at source.
(v) Notbe engaged in making supplies of notified goods.
(vi) Neither collect any tax from the recipient nor be entitled to any input tax credit.
(vii) Issue abill of supply instead of tax invoice.

(viii) Not have the aggregate turnover in the preceding financial year exceeding ¥50 lakh
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(ix) Not be eligible for composition scheme.
Note: Any five conditions may be mentioned out of the above mentioned nine conditions.

. Mr. Zafar of Assam, provides the following information for the preceding financial year 2018-19.
You are required to find out the aggregate turnover for the purpose of eligibility of composition
levy scheme and determine whether he is eligible for composition levy scheme or not, for the
EY. 2019-20.

Particulars | Amount ﬁ lnlakh]
Value of taxable outward supplies (out of above, %10 lakh was in course 50.00
of inter-state transactions).

Value of exempt supplies (which include T30 lakh received as interest 70.00
onloans & advances).




Value of inward supplies on which he is liable to pay tax under reverse 5.00
charge

Value of exports 5.00

All the amounts are exclusive of GST.

Sol. Computation of aggregate turnover of Mr. Zafar for FY 2018-19 for the purpose of eligibility of
composition levy scheme:

Amount in lakh

Value of taxable outward supplies 50

[Value of all taxable supplies including inter-State supplies are includible in
aggregate turnover|
Value of exempt supplies 40

[Value of exempt supplies is includible in aggregate turnover. However, value
of supply of exempt services by way of extending deposits, loans or advances
in so far as the consideration is represented by way of interest or discount,

though exempt, is not includible in aggregate turnover for determining
eligibility for composition scheme]

Value of inward supplies on which Mr. Zafar is liable to pay tax under reverse Nil
charge

[Excludible from aggregate turnover|

Value of exports 5

[Includible in aggregate turnover]

Aggregate turno ver for determining eligibility for composition scheme 95

A registered person of Assam is eligible to opt for composition levy if his aggregate turnover
does not exceed 1.5 crore in the preceding financial year provided he is not engaged in inter-
State outward supplies of goods. Therefore, in the given case, assuming that he is not engaged
in making any inter-State outward supply of goods in FY 2019-20, Mr. Zafar is eligible to opt
for composition levy for FY 2019-20 since his aggregate turnover does not exceed ¥1.5 crore
in FY 2018-19.

MULTIPLE CHOICE QUESTIONS

1. What is the maximum rate prescribed under CGST Act?

(a) 12% (h) 28%
(c) 20% (d) 18%
2. Which of the following taxes levied on an intra-State supply?
(a) CGST (b) SGST/UTGST
(c) Both (@) & (b) (d) 1GST
3. What is the threshold limit of turnover inthe preceding financial year to be eligible for composition
levy in Delhi?
(a) ¥50lakh (b) X75lakh
(c) T80 lakh (d) X1.5crore
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4, Which of the following is not included in aggregate turnover?
(@) Exempt supplies of goods or services or both
(b) Export of goods or services or both
(c) Inter-State supply of goods or services or both
(d) Value of inward supplies on which tax is paid under reverse charge

5. IGST is levied on:

(a) Inter-State supplies (b) Intra-State Supplies

(c) Both (a) and (b) (d) None ofthe above
6. is levied on the import of goods and for services.

(a) IGST () CGST and SGST

(c) CGST and UTGST (d) None ofthe above
7. The maximum rate of IGST can be:

(a) 20% (b) 30%

(c) 40% (d) None of Above

8. On supply of which of the following items, GST shall be levied with effect from such date as may
be notified by the Government on the recommendations of the Council:

(@) Petroleum crude
(b) Alcoholic liquor for human consumption
(¢) Both (a) and (b)
(d) None of the above
9. GST is payable by the recipient under reverse charge on:

(a) Sponsorship services
(b) Transport of goods by rail
(c) Transport of passengers by air
(d) All of the above

10. State person liable to pay GSTin the following independent cases provided recipient is located in
the taxable territory:
(a) Services provided by an arbitral tribunal to any business entity.
(b) Sponsorship services provided by a company to an individual.
(c) Renting of immovable property service provided by the Central Government to a registered

business entity.

11. Mr. Fardeen Khan, is the owner of a proprietorship firm (located inthe State of Arunachal Pradesh),
which is engaged in trading of ice-cream (not containing cocoa) and supplies the same locally
within the same State itself. The turnover details of his firm are as under:

For the period April, 20XX to March, 20XX: ¥70,00,000/-

He wants to opt for the Composition Scheme. State the composition turnover limit for the State
of Arunachal Pradesh and whether he is eligible to opt for Composition Scheme or not.

(@) ¥75,00,000/-: Yes (b) ¥75,00,000/-: No
(¢) 1,00,00,000/-: Yes (d) 80,00,000/-: Yes
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12. Which of the following legal services does not fall under RCM provisions as contained under
Section 9(3) of the CGST Act-

(@) Representation services provided by an individual advocate

(b) Representation services provided by a senior advocate

(c) Representation services provided by a firm of advocates

(d) Legal services provided by an advocate to an unregistered individual

13. Jhulelal Palkiwala & Co. is a firm of advocates registered in GST in the State of Punjab. It provides
legal consultancy services to various clients. It has provided consultancy services of 50,000 on
5-Sep-20XX to Burger Queen (P) Ltd., a registered business entity located in Mizoram. Burger
Queen (P) Ltd. achieved the turnover of ¥15,00,000 /- in the preceding financial year. The law firm
raised a proper invoice on the Burger Queen (P) Ltd. on 25-Sep-20XX. Calculate the taxability of
the above transaction if the applicable rate of tax is 18%.

(a) Exempt supply

(b) 9,000 payable by Jhulelal Pakiwala & Co.
(c) 9,000 payable by Burger Queen (P) Ltd.
(d) Non-taxable supply

14. What happens if the turnover of a registered person paying taxes under composition scheme
during the year 2018-19 crosses the threshold limit?

(a) He cancontinue under composition scheme till the end of the financial year

(b) He will be liable to pay tax at normal rates of GST on the entire turnover for the financial year
2018-19

(c) He will cease to remain under the composition scheme with immediate effect

(d) Hewill ceaseto remain underthe composition scheme fromthe quarter following the quarter
in which the aggregate turnover exceeds threshold limit

15. Areservices provided by a partnership firm of Direct Selling Agents (DSAs) to banks /NBFCs under
RCM:

(a) Yes (b) No
16. Whether tax will be paid under reverse charge is payable by composition dealer:
(a) Yes (b) No
17. When can credit of tax paid under RCM be availed?
(@) Next year (b) Current month
(¢) Next month (d) No credit can be taken
18. Areservices provided by way of transfer of development rights to the promoter under RCM:
(a) Yes (b) No
19. Who is liable to pay tax on renting of Immovable property by the Government to a registered
person?
(a) Registered person (b) Government

20. GTAservicestoa department of CG/SG /LA, which has taken registration as TDS deductor. [s RCM
applicable?
(a) Yes (b) No

21. What is the threshold limit of turnover inthe preceding financial year to be eligible for composition
levy in Uttarakhand?
(a) ¥50lakh (b) X75lakh
(c) B0 lakh (d) X1.5crore
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22. What is the threshold limit of turnover inthe preceding financial year to be eligible for composition
levy in Assam?
(a) ¥501akh (b) X75lakh
(c) B0 1lakh (d) T1.5crore

23. Whatis the threshold limit of turnover inthe preceding financial year to be eligible for composition
levy in Karnataka?
(a) 350 1lakh (b) X75lakh
(c) B0 lakh (d) T1.5crore

24. Which are the three special category states allowing a limit of 1.5 cr under composition scheme?
(a) Assam, Arunachal Pradesh, Sikkim
(b) Assam, Arunachal Pradesh, J&K
(¢) Assam, Himachal Pradesh, J&K
(d) Assam, Himachal Pradesh, Sikkim

25. Whatisthe specified value of service [otherthan restaurant services] allowed to registered person

opting for composition scheme?

(a) 5lacs

(b) 10% of TO instate/UT in CFY

(c) 10% of TO in state/UT in PFY

(d) Higher of: 10% of TO in state/UT in PFY or 5 lakhs

26. Ram has opted for the composition scheme in the financial year 2019-2020. His aggregate
turnover in FY 2018-19 is T60 lakh. Since his aggregate turnover in the preceding FY does not
exceed 1.5 crore, he is eligible for composition scheme. What is the maximum amount of service
allowed to be provided by him?

(a) %10 lakhs (b) X5lakhs
(c) X6 lakhs (d) Nil
27. Miss. Rakshais engaged in providing private coaching services in Noida, Uttar Pradesh and is not
registered under GST till 25-Sep-20XX. Her aggregate turnover is ¥19,00,000/- on 30-Sep-20XX.
She got GST registration on 30-Sep-20XX. Which of the following options are available to her?
(@) She can pay tax @ 18%, charge it from the customer and avail full input tax credit on
procurements made.

(b) She can pay tax @ 6% under exemption scheme for service providers but she cannot charge
GST from customers and also cannot avail input tax credit.

(¢) She is not liable for registration since her aggregate turnover is less than ¥40,00,000/-

(d) Either (a) or (b)

28. Mr Ajay has a registered repair centre where electronic goods are repaired /serviced. His repair
centre is located in the State of Rajasthan and he is not engaged in making any inter-State supply
of services. His aggregate turnover in the preceding financial year (FY) is ¥45 lakh.

With reference to the provisions of the CGST Act, 2017, examinewhether Mr. Ajay can opt for the
compositionscheme inthe current financial year (FY)? Is he eligible to avail benefit of concessional
payment of tax under U /s 10(2A)?

(a) He is ineligible for composition but can avail the benefit of notification no. 02 /2019.

(b) He is eligible for composition

(c) He is eligible for composition and also can avail the benefit of notification no. 02/2019.

(d) Eligible for none.

Composition Scheme




29. Which of the following cases is input tax credit (ITC) under the CGST Act, 2017 available: -
(i) AMT Co. Ltd. purchased a mini bus having seating capacity of 16 persons for transportation
of its employees from their residence to office and back.
(if) Bangur Ceramics Ltd., a manufacturing company purchased two trucks for transportation of
its finished goods from the factory to dealers located in various locations within the country.
(iif) “Hans premium” dealing in luxury cars in Chankyapuri, Delhi purchased five Skoda VRS cars
for sale to customers.
(iv) Sun & Moon Packers Pvt. Ltd. availed outdoor catering service to run a canteen in its factory.
The Factories Act, 1948 requires the company to set up a canteen in its factory.
Choose the correct option:
(a) (1), (i), (iif) (b) (1), (if) & (iv)
(c) (), (iif) & (iv) (d) (1), (i), (iff) & (iv)
30. Is RCM applicable on Security services (services provided by way of supply of security personnel)
provided to a registered person by a body corporate?
(a) Yes (b) No
31. Is RCM applicable on Security services (services provided by way of supply of security personnel)
provided by any person (other than body corporate) to a registered composition dealer?
(a) Yes (b) No
32. Is RCM applicable on Long termlease ofland (30 years or more) by any person against consideration

inthe form of upfront amount (called as premium, salami, cost, price, development charges or by
any other name) and for periodic rent for construction of a project by a promoter?

(a) Yes (b) No
Answer Key
1. (c] 2. (d 3.(d | 4(d |50 |6(a]7(]|8(]9I(a]|10 (a
11. (a) 12. (d) 13. (c) | 14. (¢) | 15. (b) | 16. (@) | 17. (b) | 18. (@) | 19. (@) | 20. (b)
21. (b) 22. (d) 23. (d) | 24. (c) | 25. (d) | 26. (c) | 27. (d) | 28. (@) | 29. (d) | 30. (b)
31. (b) 32. (a)
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Place of Supply

BACKGROUND

GST is a destination-based tax, i.e the tax is levied at the place where the goods or services are
consumed, rather than the place where they are produced.

The determination of ‘place of supply’ and the ‘location of the supplier’ is essential to ascertain the
nature of supply, i.e. whether a supply is intra-State or inter- State.

In other words, these two factors are required to determine whether a supply is subject to SGST /UTGST
plus CGST in a given State/ Union territory or else would attract IGST if it is an inter-State supply.

‘place of supply’ is the place where the supply is consumed. Thus, place of supply determines the
jurisdiction where the tax revenue should reach.
The various elements used for determining the place of supply of a service are:

(a) location of service provider

(b) location of service receiver

(c) place where the activity takes place/ place of performance

(d) place where the service is consumed

(e) place/persontowhich/whom actual benefit flows

B PLACE OF SUPPLY OF GOODS OTHER THAN SUPPLY OF GOODS IMPORTED INTO,
OR EXPORTED FROM INDIA [SECTION 10]
Section 10 prescribes the provisions for determining the place of supply of goods in domestic
transactions, i.e. within India.
(i) Supply involving movement of goods [Section 10(1)(a)]
In case of supply involving movement of goods, the place of supply is the location of the goods at
the time when the movement of goods terminates (ends) for delivery to the recipient.
This movement, however, can be undertaken by the supplier or recipient or even any other
person (like transporter) after having disclosed the destination of the movement of goods.
Example
(1) Babban Pvt. Ltd. of Nasik, Maharashtra sells 10 refrigerators to Chaggan Pvt. Ltd. of Pune,
Maharashtra for delivery at place of business of Chaggan Pvt. Ltd. in Pune. The place of supply
is Pune in Maharashtra.
(2) Babban Pvt. Ltd. of Nasik, Maharashtra sells 20 refrigerators to Dhakkan Pvt. Ltd. of
Ahmedabad, Gujarat for delivery at place of business of Dhakkan Pvt. Ltd. in Ahmedabad.
The place of supply is Ahmedabad.



(i)

Supply involving movement of goods where goods are delivered to recipient on the
instruction of third person - ‘Bill to Ship to’ Supply [Section 10(1)(b)]

Where goods are delivered by the supplier to the recipient at the instruction of a third person,
the place of supply is the principal place of business of such third person and not of the actual
recipient.

It is important to identify the two supplies involved in this transaction- one supply is by supplier
to third person and second supply is by third person to recipient. This provision deals only with
the first limb of supply, i.e. supply by supplier to third person.

Second limb of supply, i.e. supply by third person to recipient will be governed by the provisions
of section 10(1)(a), i.e. the place of supply will be the location of the goods at the time when the
movement of goods terminates (ends) for delivery to the recipient.

(iii) Supply notinvolving movement of goods [Section 10(1)(c)]

If the supply does not involve movement of goods, the place of supply is the location of goods at
the time of delivery to the recipient.

Example

1. Newton Pvt. Ltd. (New Delhi) has leased its machine (cost ¥ 8,00,000) to Gravity Pvt. Ltd.
(Noida,Uttar Pradesh) for production of goods on a monthly rent 0f¥ 35,000. After 12 months
Gravity Pvt. Ltd. requested Newton Pvt. Ltd. to sell the machine to it for ¥ 5,00,000, which is
agreed to by Newton Pvt. Ltd. In this case, there will be no movement of goods and the same
will be sold on as is where is basis. Thus, the location of the machine at the time of such sale
will be the place of supply, i.e. Noida.

2. Gangadhar Ltd. (Mumbai, Maharashtra) opens a new branch office at Gurugram, Haryana.
It purchases a building for office from Gajodhar Builders (Gurugram). It also enters into a
separate contract with Gajodhar Builders for purchase of pre-installed office furniture and
fixtures in the building. Though there will be no GST liability on purchase of building (as sale
of building is covered under Schedule I1I to CGST Act), office furniture and fixtures will be
liable to GST. Since there is no movement of office furniture and fixtures, the place of supply
of such goods is their location at the time of delivery to the recipient (Gangadhar Ltd.), ie.
Gurugram

(iv) Place of supply of goods purchased Over the Counter in one State and transported to

another State by the buyer [Section 10(1)(ca)]
POS in case of OTC sales to unregistered persons is as follows:
o  Where the address of the unregistered person is recorded in the invoice.
POS is location as per address of unregistered person recorded in the invoice.
o Where the address of the unregistered person is not recorded in the invoice
POS is location of the supplier
Supply involving installation or assembly of goods [Section 10(1)(d)]

If the supply involves goods which are to be installed or assembled at site, the place of supply is
the place of such installation or assembly.

This is a case of composite supply of goods wherein two supplies are involved, supply of goods
and ancillary supply of installation/assembling service. The principal supply is supply of goods
which are being installed.
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Example

1. Ghoomghoom Pvt. Ltd. (New Delhi) purchases a machine from Dhoom Pvt. Ltd. (New Delhi)
for being installed in its factory at Noida, Uttar Pradesh. The place of supply is the site at
which the machine is installed, i.e. Noida.

2. Pure Refineries (Mumbai, Maharashtra) gives a contract to Mowgli Ltd. (Ranchi, Jharkhand)
to supply a machine which is required to be assembled in a power plantin its refinery located
in Kutch, Gujarat. The place of supply is the site of assembly of machine, i.e. Kutch eventhough
Pure refineries is located in Maharashtra.

(v) Goods supplied on board a conveyance [Section 10(1)(e)]
Place of supply of goods supplied ona board a conveyance like aircraft, train, vessel, motor vehicle
is the location where such goods have been taken on board.
Place of supply of goods supplied on board a conveyance is determined under this provision even
if the supply has been made by any of the passenger on board the conveyance and not by the
carrier of the conveyance.

Example
Maurya (New Delhi) boards the New Delhi-Kota train at New Delhi. He sells the goods taken on
board by him (at New Delhi), in the train, at Jaipur during the journey. The place of supply of
goods is the location at which the goods are taken on board, i.e. New Delhi and not Jaipur where
they have been sold.

B PLACE OF SUPPLY OF SERVICES WHERE LOCATION OF SUPPLIER OF SERVICE
AND THE LOCATION OF THE RECIPIENT OF SERVICE IS IN INDIA [SECTION 12]
Section 12 contains the provisions for determining the place of supply of services where both the
‘location of supplier of services’ and the ‘location of recipient of services’ are in India
(i) General Rule [Section 12(2)]
place of supply of services made to a registered person is the location of the person receiving the
services.
However, if the services is supplied to an unregistered person, the place of supply is:
(a) Thelocationofsuch unregistered person, ifthe address oftheunregistered person is available
in the records of the supplier
(b) The location of the supplier of services in other cases.
Example

1. Mr. Aryabhatt (a Chartered Accountant registered in New Delhi) makes a supply of service to his
client Champak Pvt. Ltd. of Noida, Uttar Pradesh (registered in Uttar Pradesh). In this case, since
the supply is made to a registered person, the place of supply is the location of the registered
recipient, i.e. Noida.

2. Mr. Heeralal, a Chartered Accountant in Gurugram, Haryana, (registered in Haryana) provides
consultancy services to his client Mr. Pannalal who is a resident of New Delhi but is not registered
under GST. If the address of Mr. Pannalal is available in the records of Mr. Heeralal, location of
Mr. Pannalal, i.e. New Delhi will be the place of supply, else the location of Mr. Heeralal, which is
Gurugram, will be the place of supply.

(if) Servicesinrelation to animmovable property orlodging accommodation in a hotel /boat/
vessel etc. [Section 12(3)]

Section 12(3) covers supplies of services which are
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(a) Directly in relation to an immovable property,

(b) Including those by architects, interior decorators, surveyors, engineers and other related
experts, estate agents

(¢) Bywayoflodging accommodationin ahotel, etc. or a house-boat or vessel, or accommodation
in any immovable property for organizing social, business functions etc.

(d) Services ancillary to the above-mentioned services.

In all above cases, location of the immovable property or the boat or the vessel or where such
immovable property or the boat or the vessel is intended to be located, is the place of supply.
This provision is applicable on property already constructed/developed as well as on the
property vet to be constructed/developed.

Note:

1. There may be a case wherein there is supply of space or supply (sale) of rights to use the space
on the hoarding/structure (immovable property) belonging to vendor to the advertising
company for display of their advertisement on the said hoarding/structure.

Place of supply of service provided by way of supply of sale of space on hoarding/
structure for advertising or for grant of rights to use the hoarding/structure for
advertisingin this case would be thelocation where such hoarding /structure is located.

2. There maybe another case wherethe advertising company wants to display its advertisement
on hoardings/billboards at a specific location availing the services of a vendor The
responsibility of arranging the hoardings/hillboards lies with the vendor who may himself
own such structure or may be taking it on rent or rights to use basis from another person.
The vendor is responsible for display of the advertisement of the advertisement company at
the said location. Such services provided by the vendor to advertising company are purely
in the nature of advertisement services in respect of which place of supply shall be
determined in terms of section 12(2) of IGST Act.

Example
1. Sunami Builders (Mumbai) is constructing a factory building for Skylab Pvt. Ltd. {Kolkata), in
New Delhi. The place of supply is the location of immovable property, i.e. New Delhi.

2. Shah and Shah, an architectural firm at Kolkata, has been hired by Maurya Builders of Mumbai
to draw up a plan for a high rise building to be constructed by them in Ahmedabad, Gujarat.

The place of supply is the place where the immovable property is intended to be located, i.e.
Ahmedabad.

3. Kautilya, a Chartered Accountant, (New Delhi) travels to Mumbai for business and stays in a hotel
there. The place of supply of accommodation service is the place where the hotel is located, ie.
Mumbai.

4. Goluram, a consulting engineer based in Mumbai, Maharashtra renders professional services
in respect of an immovable property of Bholuram of Bangalore located in Australia. Since the
immovable property is located outside India, the place of supply of service is the location of
recipient, i.e. Bangalore and not the place where the immovable property is located (Australia)

Immovable property/Boat/Vessel located in more than one State/Union Territory

Sometimes immovable property may extend to more than one location, for example, a railway line, a
national highway or a bridge on a river may originate in one State and end in the other State or ahouse
boat stay may traverse more than one State.

In such cases, i.e. where the immovable property or boat or vessel is located in more than one State/
N Goods and Service Tax @




Union territory, the service is deemed to have been supplied in each of the respective States/Union
territories, in proportion to the value for the services determined interms of the contract or agreement
entered into in this regard.

Manner of determining proportionate value of service in the absence of a contract or agreement
In the absence of a contract or agreement between the supplier and recipient of services, the
proportionate value of services supplied in different States/Union territories (where the

immovable property or boat or vessel is located) is computed in accordance with rule 4 of the
IGST Rules as under:

Type of service in relation to immovable

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

2. | All other services provided in relation to immovable | Area of the immovable property lying in
property including services by way of accommodation | each State /Union territories

in any immovable property for organising any
marriage or reception etc. and in cases of supply of
accommodation by a hotel, inn, guest house, club
or campsite, by whatever name called where such
property is a single property located in 2 or more
contiguous States or/and Union territories

Services ancillary to services mentioned above

3. |Services by way of lodging accommodation by a [Time spent by the boat or vessel in
house boat or vessel and its ancillary services each such State/Union territories, to be
determined on the basis of declaration
made by the service provider

Exam. 1. Lodging accommodation by hotel /inn/guest house etc. and ancillary services excluding the
property located in 2 or more contiguous States /U nion territories or both
Dondrila Hotel chain charges a consolidated sum of ¥ 30,000/- for stay in its two
establishments in Delhi and Agra, where the stay in Delhi is for 2 nights and the stay in
Agra is for 1 night. The place of supply in this case is both Delhi and Uttar Pradesh and the
service shall be deemed to have been provided in Delhi and Uttar Pradesh in the ratio of 2:1
respectively. The value of services provided will thus be apportioned as ¥ 20,000/- in Delhi
and ¥ 10,000/- in Uttar Pradesh.

Exam. 2. Other services provided in relation to immovable property
There is a piece of land of area 20,000 square feet which is partly in State S1 say 12,000
square feet and partly in State S2, say 8000 square feet. Site preparation work has been
entrusted to Munna Constructions. The ratio of land in the two States works out to 12:8 or
3:2 (simplified). The place of supply is in both S1 and S2. The service shall be deemed to have
beenprovided inthe ratioof 12:8 or 3:2 (simplified) in the States S1 and S2 respectively. The
value of the service shall be accordingly apportioned between the States.
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Exam. 3. Lodging accommodation by a house boat or vessel and its ancillary services
A company C provides the service of 24 hours accommodation in a houseboat, which will
transit both in Kerala and Karnataka in as much as the guests board the house boat in Kerala
and stay there for 22 hours but it also moves into Karnataka for 2 hours (as declared by the
service provider). The place of supply of this service is in the States of Kerala and Karnataka.
The service shall be deemed to have been provided inthe ratio of 22:2 or 11:1 (simplified) in
the States of Kerala and Karnataka, respectively. The value of the service shall be accordingly
apportioned between the States.
(iii) Restaurant and catering service, personal grooming, fitness, beauty and health services
[Section 12(4)]
The place of supply of restaurant and catering services, personal grooming, fitness, beauty
treatment, health service including cosmetic and plastic surgery is the location where such
services are actually performed
Example
1. Mr. Dadlani, a businessman from Hyderabad dines in a restaurant at Mumbai while on a business
trip. The place of supply of restaurant service is the location where such service is performed,
i.e. Mumbai.
2. Timmy Ferreira, a makeup artist at Kolkata, goes to Jaipur, Rajasthan for doing the makeup of Ms.
Simran Kapoor, a Bollywood actress based in Mumbai. The place of supply is the location where
such service is performed, i.e. Jaipur.

(iv) Training and performance appraisal services [Section 12(5)]
In BZ2B supply, i.e. where the recipient of service is a registered person, the place of supply is the
location of such person.
in case of B2C supply, i.e. where the recipient of service is unregistered, the place of supply is the
place where the service is actually performed.

Example
Mr. Suresh (unregistered person based in Noida) signs up with Excellent Linguistics {(New

Delhi) for receiving training on English speaking at their New Delhi Centre. Since the recipient is
unregistered, the place of supply is the location where services are provided, i.e. New Delhi.

(v) Services by way of ADMISSION to events/amusement park/other places [Section 12(6)]
The place of supply of following services-
(a) Services provided by way of ADMISSION to cultural, Sporting ,educational, scientific,
entertainment & artistic event
(b) Services provided by way of ADMISSION to amusement park or any other place
(c) Services ancillary to the above-mentioned services is the place where the event is actually
held or where the park or such other place is located.
Example
1. Virubhai Virani, a resident of Ghaziabad, Uttar Pradesh, buys a ticket for a circus organized at
Gurugram, Haryana by a circus company based in New Delhi. The place of supply is the location
where the circus is held, i.e. Gurugram.
2. Manasvi of New Delhi buys a ticket for an amusement park located in Noida, Uttar Pradesh. The
place of the supply is the location where the park is located, i.e. Noida.
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(vi) ORGANISATION of events [Section 12(7)]
When such service is provided to a registered person, the place of supply is location of recipient.
When it is provided to an unregistered person, the place of supply is the location where the
event is actually held and if the event is held outside India, the place of supply is the location of
recipient.
The event can be a cultural, artistic, sporting, scientific, educational or entertainment event. It
can also be a conference, fair, exhibition, celebration or other similar event.
Place of supply of services ancillary to organisation of such type of events or assigning of
sponsorship to such events is also determined under subsection (7) of section 12, ie. in the
manner described above.

Example

1. Mega Events, an event management company at New Delhi, organizes an award function for Shah
Diamond Merchants of Ahmedabad (registered in Gujarat), at Mumbali. Since the recipient is a
registered person, the place of supply is the location of the recipient, i.e. Ahmedabad.

2. Mega Events, an event management company at New Delhi, organizes an award function for Shah
Diamond Merchants of Ahmedabad (registered in Gujarat), in Mauritius. Since the recipient is a
registered person, the place of supply is the location of the recipient, i.e. Ahmedabad.

Event held in more than one State/Union territory

If the event is held in more than one State/Union territory and a consolidated amount is charged for
services relating to such event, the place of supply of such services is deemed to be in each of the
respective States /Union territories in proportion to the value for services determined in terms of the
contract or agreement entered into in this regard.

The above provision is applicable only when the recipient is unregistered, as for a registered recipient,
the place of supply is the location of such recipient.

Manner of Determining Proportionate Value of Service in the Absence of a Contract or Agreement
In the absence of a contract or agreement between the supplier and recipient of services, the
proportionate value of services made in different States/Union territories (where the event is held)
is computed in accordance with rule 5 of the IGST Rules by the application of generally accepted
accounting principles.

Example

Anevent management company- Moonlight Events Private Limited - has to organize some promotional
events in States S1 and S2 for a recipient Mr. Atmaram (unregistered). 3 events are to be organized in
S1 and 2 in S2. They charge a consolidated amount of ¥ 10,00,000 from Mr. Atmaram.

The place of supply of this service is in both the States S1 and S2. Say the proportion arrived at by the
application of generally accepted accounting principles is 3:2. The service shall be deemed to have

been provided in the ratio 3:2 in S1 and S2 respectively. The value of services provided will thus be
apportioned as ¥ 6,00,000/- in S1 and ¥ 4,00,000/- in S2

(vii) Transportation of goods including mail or courier [Section 12(8)]
The place of supply of services by way of transportation of goods, including by mail or courier,
etc. provided to a registered person, is thelocation of such person. However, where such services
are provided to an unregistered person, the place of supply is the location at which such goods
are handed over for their transportation.

Place of Supply




Example

1. M/sSukhiram Pvt. Ltd. is a registered company in New Delhi. It sends its courier to Pune through
M/s Brue Air Courier Service. The recipient being registered person, the place of supply is the
location of recipient, i.e. New Delhi.

2. Mr. Bindisaar, an unregistered person, of New Delhi sends a courier to his brother in Amritsar,
Punjab. The recipient being unregistered person, the place of supply is the location where goods
are handed over for their transportation, i.e. New Delhi.

3. Pinelaps Pvt. Ltd., a Goods Transportation Agency based in Kanpur, Uttar Pradesh, is hired by
Hezal Enterprises (registered supplier in Kanpur) to transport its consignment of goods to a
buyer in New Delhi. The recipient being registered, the place of supply is the location of recipient,
i.e. Kanpur.

4. Sukhwinder Transports Pvt. Ltd., a Goods Transportation Agency based in Noida, Uttar Pradesh,
is hired by Chhaya Trade Links {registered supplier in New Delhi) to transport its consignment
of goods to a buyer in Kanpur, Uttar Pradesh. The recipient being registered, the place of supply
is the location of recipient, i.e. New Delhi.

5. Mr. Srikant, a manager in a Bank, is transferred from Bareilly, Uttar Pradesh to Bhopal, Madhya
Pradesh. Mr. Srikant’s family is stationed in Kanpur, Uttar Pradeh. He hires Goel Carriers of
Lucknow, Uttar Pradesh (registered in Uttar Pradesh), to transport his household goods from
Kanpur to Bhopal. The recipient being unregistered person, the place of supply is the location
where goods are handed over for their transportation, i.e. Kanpur.

(viii) Passenger transportation service [Section 12(9)]

_ Place of Supply
Nature of Supply Recipienti Recipient is unregistered
Passenger Location of the|Location where the passenger embarks on
transportation recipient the conveyance for a continuous journey [See
definition]

Issue of right to passage (a) If the address of the unregistered person is
for future use and the available in the records of the supplier, the
point of boarding not location of such unregistered person.
known at the time of (b) In other cases, the location of the supplier
issue of right to passage of services

The return journey is treated as a separate journey, even if the tickets for onward and return
journey are issued at the same time.
Example

1. Mr. Amar (registered person in New Delhi) travels from Mumbai to Bangalore in Airjet flight. Mr.
Amarhas bought the tickets forthe journey from Airjet’s office registered in New Delhi. The place
of supply is the location of recipient, i.e. New Delhi.

2. Mr. Subramanian (unregistered person in Chennai) has come to Delhi on a vacation. He buys
pre-paid Delhi Metro Card from Delhi Metro (New Delhi) for hassle free commute in the National
Capital Region. Recipient being unregistered person, the place of supply is the address of Mr.
Subramanian, i.e. Chennai. If address of Mr. Subramanian is not available with the Delhi Metro,
the place of supply will be the location of the supplier of services, i.e. New Delhi.
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3. Mr. Shyam, an unregistered person, based in Gurugram, Haryana books a two-way air journey
ticket from New Delhi to Mumbai on 5th December. He leaves New Delhi on 10th December in
a late-night flight and lands in Mumbai the next day. He leaves Mumbai on 14th December in a
morning flight and lands in New Delhithe same day. The return journey is treated as a separate
journey, even if the tickets for onward and returnjourney are issued at the same time. Thus, being
an unregistered person, the place of supply forthe outward and returnjourneys are the locations
where the unregistered person embarks on the conveyance for the continuous journey, i.e. New
Delhi and Mumbai respectively.
4. Examples of issue of right to passage for future use-point of boarding not known at the time of
issue of right
(@) An airline may issue seasonal tickets, containing say 10 vouchers which could be used for
travel between any two locations in the country.
(b) The card issued by New Delhi metro could be used by a person located in Noida, or New Delhi
or Faridabad, without the New Delhi metro being able to distinguish the location orjourneys
at the time of receipt of payment.

(ix) Service supplied on board a conveyance [Section 12(10)]

Nature of Supply Place of Supply

Service supplied on board a|Location of the first scheduled point of departure of that
conveyance conveyance for the journey

*Note - Conveyance includes a vessel, an aircraft, a train or a motor vehicle.
Example
Mr. Raidhan is travelling from Delhito Mumbai in an Airjet flight. He desires to watch an English movie
during the journey by making the necessary payment. The place of supply of such service of showing
‘movie on demand’ is the first scheduled point of departure of the conveyance for the journey, i.e.
Delhi.
(x) Telecommunication service [Section 12(11)]

Telecommunication services include the services of telephone, data transfer (internet), broadcasting,
cable, DTH (Direct to home) services, etc. Section 12(11) classifies the telecommunication services
into 3 categories for the purpose of determining the place of supply as under:

(a) Services provided using a fixed telecommunication line, leased circuits, internet leased
circuit, cable or dish antenna

(b) Post-paid mobile connection and post-paid internet services
(¢) Pre-paid mobile connection and prepaid internet and DTH services
The place of supply of the various types of telecommunication services istabulated as under:

Nature of Supply Place of Supply

o Fixed telecommunication line o Location where the telecommunication

o Leased circuits line, leased circuit or cable connection

s Thrarrat sased e or dish antenna is installed for receipt of
o Cable or dish antenna SCIVICES

o Post-paid mobileconnectionandinternet|o Location of billing address of the recipient

services of services in the records of the supplier of
services

a Location of the supplier of services, if the
address is not available
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o Pre-paid mobile connection, internet|o Address of the selling agent/ re-seller/
services and DTH services (recharge| distributor atthe time of supply
coupon, vouchers, net pack etc.)

a Services provided through o Location where such pre- payment is
o Aselling agent received or such vouchers are sold

a Re-seller

a Distributor of subscriber identity

module card or recharge voucher
Services provided by any person to final
subscriber

o Pre-paid services, the payment for which |a Location of the recipient of services in the
is made through internet banking/other records of the supplier of services
electronic mode of payment

o Other Cases o The address of the recipient as per the
records of the supplier of services

o Location of the supplier of services, if the
address is not available

Example

1. Mr. Samudragupta (Kolkata) gets a landline phone installed at his home in Kolkata from Skyhel
Ltd. The place of supply is the location where the telecommunication line is installed, i.e. Kolkata.

2. Mr. Rajkumar (Mumbai) gets a DTH installed at his home in his village in Uttar Pradesh from RT
Ltd. The place of supply is the location where the DTH is installed, i.e. Uttar Pradesh.

3. Mr. Shastri (Mumbai) takes a post-paid mobile connection in Mumbai from Blubel Ltd. and gives
his residence address at Mumbai as the address for billing with supplier. The place of supply is
the location of billing address of the recipient, i.e. Mumbai.

4. Mr. George (New Delhi) gets his post-paid mobile bill (billing address New Delhi) paid online
from Goa. The place of supply is the location of the billing address of the recipient, i.e. New Delhi.

5. Mr. Jhumroo (Pune) purchases a pre-paid card froma selling agent in Mumbai. The place of supply
is the address of the selling agent or re-seller, i.e. Mumbai.

6. Mr. Freddy (Puducherry) gets a pre-paid mobile recharged from a grocery shop in Chennai. The
place of supply is the location where such pre-payment is received, i.e. Chennai.

Leased Circuit is Installed in More Than One State/Union Territory

If the leased circuit is installed in more than one State/Union territory and a consolidated amount is
charged for supply of services, the place of supply is deemed to be in each of the respective States/
Union territories in proportion to the value for services determined in terms of the contract or
agreement entered into in this regard.

Manner of Determining Proportionate Value of Service in the Absence of a Contract or Agreement
In the absence of a contract or agreement between the supplier and recipient of services, the value
of services supplied in different States/Union territories (where the leased circuit is installed) is
determined in accordance with rule 6 of the IGST Rules in proportion to the number of points lying in
each such State/ Union territory.
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(a)

The number of points in a circuit is determined in the following manner - In the case of a circuit
between two points or places, the starting point or place of the circuit and the end point or place
of the circuit will invariably constitute two points

Example

Trinity Ltd. installs a leased circuit between the Delhi and Mumbai offices of Inertia Pvt. Ltd. The
starting point of this circuit is in Delhi and the end point of the circuit is in Mumbai. Hence, one point
of this circuit is in Delhiand another in Maharashtra. The place of supply of this service is in the Union
territory of Delhi and the State of Maharashtra. The service shall be deemed to have been provided in
the ratio of 1:1 in the Union territory of Delhi and the State of Maharashtra, respectively.

(b)

Any intermediate point or place in the circuit will also constitute a point provided that the benefit
of the leased circuit is also available at that intermediate point

Example

1.

(xi)

Turbo Ltd. installs a leased circuit between the Chennai, Bengaluru and Mysuru offices of Rio Ltd.
The starting point of this circuit is in Chennai and the end point of the circuit is in Mysuru. The
circuit also connects Bengaluru. Hence, one point of this circuit is in Tamil Nadu and two points
in Karnataka. The place of supply of this service is in the States of Tamil Nadu and Karnataka. The
service shall be deemed to have been provided in the ratio of 1:2 in the States of Tamil Nadu and
Karnataka, respectively.

Sriram Ltd. installs a leased circuit between the Kolkata, Patna and Guwahati offices of Srishyam
Ltd. There are 3 points in this circuit in Kolkata, Patna and Guwahati. One point each of this circuit
is, therefore, in West Bengal, Bihar and Assam. The place of supply of this service is in the States
of West Bengal, Bihar and Assam. The service shall be deemed to have been provided in the ratio
of 1:1:1 in the States of West Bengal, Bihar and Assam, respectively.

Financial and stock broking services [Section 12(12)]

The place of supply of banking and other financial services, including stock broking services to
any person is the location of the recipient of services in the records of the supplier of services.
However, if the location of recipient of services is not available in the records of the supplier, the
place of supply is the location of the supplier of services.

Example

1.

Mr. Debdas (Chennai) buys shares from a broker in BSE (Mumbai). The place of supply is the
location of the recipient of services in the records of the supplier, i.e. Chennai.

Mr. Arihant (New Delhi) withdraws money from Best Bank’s ATM in Amritsar. Mr. Arihant has
crossed his limit of free ATM withdrawals. The place of supply is the location of the recipient of
services in the records of the supplier, i.e. New Delhi.

Mr. Rishabh from Varanasi, Uttar Pradesh, visits a bank registered in New Delhi to get a demand
draft made. Mr. Rishabh does not have any account with the said bank. Therefore, since the
location of recipient is not available in the records of the supplier, the place of supply is the
location of the supplier of services, i.e. New Delhi.

(xif) Insurance services [Section 12(13)]

Place of Supply

Theplace of supply of insurance services is the location of recipient when provided to a registered
recipient.

If such services are provided to aperson other than a registered person, the place of supply is the
location of the recipient of services in the records of the supplier of services.




Example

1. Mr. Shantaram, CEQ of Shaurya Ltd., Mumbai (a company registered in Maharashtra) buys
insurance cover for the inventory stored in company’s factory located at Mumbai, from Excellent
Insurers, Chennai (registered in Tamil Nadu). The place of supply is the location of the registered
recipient, i.e. Mumbai.

2. Ms. Barbie (unregistered resident of Kolkata) goes to her native place Patna, Bihar and buys a
medical insurance policy for her parents there from Safe Insurers, Patna (registered in Bihar).
The place of supply is the location of the recipient of services in the records of the supplier, i.e.
Patna.

(xiii) Advertisement service to the Government [Section 12(14)]

Nature of Supply _ Place of Suppl
Advertisementservicetothe Central Government/ State
Government/ Statutory body/ Local authority meant|Each ofsuch States/Unionadvertisement

for the State/Union territory identified in contract or|broadcasted/run/played/ disseminated
agreement

The value of such supplies 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.

Manner of determining proportionate value of service in the absence of a contract or agreement

Value of service attributable to dissemination

- . . . in different States/Union territories where the
Type of advertisement

advertisement is broadcasted/ run /played/
disseminated

Amount payable for publishing an advertisement in all
Advertisements in newspapers and|the editions of a newspaper or publication, which are
publications published in each State/Union territory

Refer Example 50

Advertisements through printed{Amount payable for the distribution of a specific number
2. |material like pamphlets, leaflets|of such material in each State /Union territory
diaries, calendars, T- shirts, etc.  |Refer Example 51

Amount payable for the hoardings located in each State/
Union territory

Refer Example 52

Advertisements in hoardings (other
than those on trains)

Amount attributable to each State/Union territory|
calculated in the ratio of length of the railway track in each
of such State/Union territory, for that train

Refer Example 53

4. |Advertisements on trains
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Advertisements on the back of
5. |utility bills of oil and gas companies,
etc.

Amount payable to each State/Union territory for the
advertisements on hills pertaining to consumers having
billing addresses in each of such State/Union territory

6. | Advertisements on railway tickets

Amount attributable to each State/Union territory
calculated in the ratio of number of Railway Stations in
each of such State/Union territory

Refer Example 54

7. | Advertisements on radio stations

Amount payable to such radio station, which by virtue of
its name is part of each State/Union territory

Refer Example 55

Advertisement on  television
channels

Amount attributable to each State/Union territory
calculated basis the viewership of such channel in each of
such State/ Union territory which shall be derived as under.

(@) Viewership can be ascertained from the channel
viewership figures published by the Broadcast
Audience Research Council.

(b) Figuresforthelastweekofagivenquarterisusedfor
calculating viewership for the succeeding quarter.

(c) Where the channel viewership figures relate to a
region comprising of more than one State/Union
territory, the viewership figures for a State/ Union
territory of that region, is calculated in ratio of
the populations of that State/Union territory, as
determined in the latest Census.

(d) The ratio of the viewership figures for each State or
Union territory so calculated, when applied to the
amount payable for the service, shall represent the
portion ofthe value attributable tothe dissemination
in that State or Union territory

Refer Example 56

9. | Advertisements in cinema halls

Amount payableto a cinema hall or screens ina multiplex
in each State/ Union territory.

Refer Example 57
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It
is

Amount attributable to each State/Union territory
calculated basis the internet subscribers in each of such
State/ Union territory which shall be derived in the
following manner:

(a)

(b)

(c)

(d)

Internet subscribers can be ascertained from the
internet subscriber figures published by the Telecom
Regulatory Authority of India (TRAI).

Figures for the last quarter of a given financial year
will be used for calculating the number of internet
subscribers for the succeeding financial year.

Where the internet subscriber figures relate to a region
comprising of more than one State/Union territory, the
State /U nion territory of that region shall be calculated in
the ratio of the populations of that State/Union territory,
determined in the latest census. as

The ratio of the subscriber figures for each State or|
Union territory so calculated, when applied to the
amount payable for the service, shall represent the
portion of the value attributable to the dissemination
in that State or Union territory

Refer Example 58

Amount attributable to each State/Union territory
calculated on the basis of the telecom subscribers in each
of such State/ Union territory.

(a)

(b)

Telecom subscribers in a telecom circle can be
ascertained from the telecom subscribers figures
published by the TRAI Figures for a given quarter
will be used for calculating the subscribers for the
succeeding quarter.

Where such figures relate to a telecom circle
comprising of more than one State/Union territory,
the subscriber fiqures for that State /Union territory,
shall be calculated in the ratio of the populations of]
that State/Unionterritory, as determined in the latest
census.

Advertisements on internet
10. lis deemed that such service
provided all over India.
11. |Advertisements through SMS
Example

1. Advertisements in newspapers and publications

ABC is a government agency which deals with the all the advertisement and publicity of the
Government. It has various wings dealing with various types of publicity. In furtherance
thereof, it issues release orders to various agencies and entities. These agencies and entities
thereafter provide the service and then issue invoices to ABC indicating the amount to be
paid by them. ABC issues a release orderto a newspaper for anadvertisement on ‘Beti bachao
beti padhao’, to be published in the newspaper DEF (whose head office is in Delhi) for the
editions of Delhi, Pune, Mumbai, Lucknow and Jaipur. The release order will have details of
the newspaper like the periodicity, language, size of the advertisement and the amount to be

paid to such a newspaper.
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The place of supply of this service shall be in the Union territory of Delhi, and the States of
Maharashtra, Uttar Pradesh and Rajasthan. The amounts payabletothe Pune and Mumbaieditions
would constitute the proportion of value for the State of Maharashtra which is attributable to
the dissemination in Maharashtra. Likewise, the amount payable to the Delhi, Lucknow and
Jaipur editions would constitute the proportion of value attributable to the dissemination in the
Union territory of Delhi and States of Uttar Pradesh and Rajasthan respectively. DEF should issue
separate State-wise and Union territory-wise invoices based on the editions.

2. Advertisements through printed material like pamphlets, leaflets, diaries, calendars, T-shirts, etc.

As a part of the campaign ‘Swachh Bharat, ABC has engaged a company GH for printing of
1,00,000 pamphlets (at a total cost of ¥ 1,00,000) to be distributed in the States of Haryana,
Uttar Pradesh and Rajasthan. In such a case, ABC should ascertain the breakup of the pamphlets
to be distributed in each of the three States, i.e. Haryana, Uttar Pradesh and Rajasthan, from the
Ministry or department concerned at the time of giving the print order. Let us assume that this
breakup is 20,000, 50,000 and 30,000 respectively. This breakup should be indicated in the print
order.

The place of supply of this service is in Haryana, Uttar Pradesh and Rajasthan. The ratio of this
breakup, i.e. 2:5:3 will form the basis of value attributable to the dissemination in each of the
three States. Separate invoices will have to be issued State-wise by GH to ABC indicating the value
pertaining to that State, 1.e.3 20,000 - Haryana, ¥ 50,000 - Uttar Pradesh and ¥ 30,000 - Rajasthan

3. Advertisements in hoardings (other than those on trains

ABC as part of the campaign ‘Saakshar Bharat’ has engaged a firm I] for putting up hoardings near
the Airports in the 4 metros, i.e. Delhi, Mumbai, Chennai and Kolkata. The release order issued by
ABC to I] will have the city-wise, location-wise breakup ofthe amount payable for such hoardings.
The place of supply of this service is in the Union territory of Delhiand the States of Maharashtra,
Tamil Nadu and West Bengal. In such a case, the amount actually paid to [] for the hoardings
in each of the 4 metros will constitute the value attributable to the dissemination in the Union
territoryofDelhiand the States of Maharashtra, Tamil Nadu and West Bengal respectively. Separate
invoices will have to be issued State-wise and Union territory-wise by I] to ABC indicating the
value pertaining to that State/UT
4. Advertisements on trains

ABC places an order on KL for advertisements to be placed on a train with regard to the
‘Janani Suraksha Yojana' The length of a track in a State will vary from train to train. Thus, for
advertisements to be placed on the Hazrat Nizamuddin Vasco Da Gama Goa Express which runs
through Delhi, Haryana, Uttar Pradesh, Madhya Pradesh, Maharashtra, Karnataka and Goa, KL
may ascertain the total length of the track from Hazrat Nizamuddin to Vasco Da Gama as well
as the length of the track in each of these States and Union territory from the website www.
indianrail.gov.in

The place of supply of this service is in the Union territory of Delhi and States of Haryana, Uttar
Pradesh, Madhya Pradesh, Maharashtra Karnataka and Goa. The value of the supply in each of
these States and Union territory attributable to the dissemination in these States will be in the
ratio of the length of the track in each of these States and Union territory. If this ratio works outto
say 0.5:0.5:2:2:3:3:1, and the amount to be paid to KL is¥1,20,000, then KL will have to calculate
the State-wise and Union territorywise breakup of the value of the service, which will be in the
ratio of the length of the track in each State and Union territory.
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In the given example, the State-wise and Union territory-wise breakup works out to Delhi
(¥ 5,000), Haryana (X 5,000), Uttar Pradesh (X 20,000), Madhya Pradesh (X 20,000), Maharashtra
(¥ 30,000), Karnataka (X 30,000) and Goa (X 10,000). Separate invoices will have to be issued
State-wise and U nion territory-wise by KL to ABC indicating the value pertaining to that State or
Union territory.

5. Advertisements on railway tickets

ABC has issued a release order to MN for display of advertisements relating to the ‘Ujjwala’
scheme on the railway tickets that are sold from all the Stations in the States of Madhya Pradesh
and Chattisgarh.

Theplace of supplyofthisservice isinMadhya Pradesh and Chattisgarh. Thevalue of advertisement
service attributable to these two States will be in the ratio of the number of railway stations in
each State as ascertained from the Railways or from the website www.indianrail.gov.in.

Let us assume that this ratio is 713:251 and the total hill is ¥ 9,640. The breakup of the amount
between Madhya Pradesh and Chattisgarh in this ratio of 713:251 works out to ¥ 7,130 and X
2,510 respectively. Separate invoices will have to be issued State-wise by MN to ABC indicating
the value pertaining to that state

6. Advertisements on radio stations

For an advertisement on ‘Pradhan Mantri Ujjwala Yojana’, to be broadcast on a FM radio station
OP for the radio stations of OP Kolkata, OP Bhubaneswar, OP Patna, OP Ranchi and OP Delhi, the
release order issued by ABC will show the breakup of the amount which is to be paid to each of
these radio stations.

Theplace of supply of this service is in West Bengal, Odisha, Bihar, Jharkhand and Delhi. The place
of supply of OP Delhi is in Delhi even though the studio may be physically located in another State.
Separate invoices will have to be issued Statewise and Union territory-wise by MN to ABC based
on the value pertaining to each State or Union territory.

7. Advertisement on television channels

ABC issues a release order with QR channel for telecasting an advertisement relating to the
‘Pradhan Mantri Kaushal Vikas Yojana’ in the month of November, 2017. In the first phase, this
will be telecast in the Union territory of Delhi, States of Uttar Pradesh, Uttarakhand, Bihar and
Jharkhand.

The place of supply of this service is in Delhi, Uttar Pradesh, Uttarakhand, Bihar and Jharkhand.
In order to calculate the value of supply attributable to Delhi, Uttar Pradesh, Uttarakhand, Bihar
and Jharkhand, QR has to proceed as under —

(@) QRwill ascertain the viewership figures for their channel in the last week of September 2017
from the Broadcast Audience Research Council. Let us assume it is 1,00,000 for Delhi and
2,00,000 for the region comprising of Uttar Pradesh and Uttarakhand and 1,00,000 for the
region comprising of Bihar and Jharkhand

(b) Since the Broadcast Audience Research Council clubs Uttar Pradesh and Uttarakhand into
one region and Bihar and Jharkhand into another region, QR will ascertain the population
figures for Uttar Pradesh, Uttarakhand, Bihar and Jharkhand from the latest census.

(¢) By applying the ratio of the populations of Uttar Pradesh and Uttarakhand, as so ascertained,
to the Broadcast Audience Research Council viewership figures for their channel for this
region, the viewership figures for Uttar Pradesh and Uttarakhand can be calculated. Let us
assume that the ratio of the populations of Uttar Pradesh and Uttarakhand works out to 9:1.
When this ratio is applied to the viewership figures of 2,00,000 for this region, the viewership
figures for Uttar Pradesh and Uttarakhand work outto 1,80,000 and 20,000 respectively.
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(d) In a similar manner, the breakup of the viewership figures for Bihar and Jharkhand can be
calculated. Let us assume that the ratio of populations is 4:1 and when this is applied to the
viewership figure of 1,00,000 for this region, the viewership figure for Bihar and Jharkhand
works out to 80,000 and 20,000 respectively.

(e) The viewership figure for each State works out to Delhi (1,00,000), Uttar Pradesh (1,80,000),
Uttarakhand (20,000]), Bihar (80,000) and Jharkhand (20,000). The ratio is thus 10:18:2:8:2
or 5:9:1:4:1 (simplification).

(f) This ratio has to be applied when indicating the breakup of the amount pertaining to each
State. Thus, if the total amount payable to QR by ABC is ¥ 20,00,000, the State-wise breakup
is¥ 5,00,000 (Delhi),¥9,00,000 (Uttar Pradesh)¥ 1,00,000 (Uttarakhand),¥ 4,00,000 (Bihar)
and ¥ 1,00,000 (Jharkhand). Separate invoices will have to be issued State-wise and Union
territory-wise by QR to ABC indicating the value pertaining to that State or Union territory

8. Advertisements in cinema halls

ABC commissions ST for an advertisement on ‘Pradhan Mantri Awas Yojana’ to be displayed in
the cinema halls in Chennai and Hyderabad. The place of supply of this service is in the States of
Tamil Nadu and Telangana. The amount actually paid to the cinema hall or screens in a multiplex,
in Tamil Nadu and Telangana as the case may be, is the value of advertisement service in Tamil
Nadu and Telangana respectively. Separate invoices will have to be issued State-wise and Union
territory-wise by ST to ABC indicating the value pertaining to that State.

9. Advertisements on internet

ABC issues a release order to WX for a campaign over internet regarding linking Aadhaar with
one's bank account and mobile number. WX runs this campaign over certain websites. Inorderto
ascertain the State-wise breakup of the value of this service which is to be reflected in the invoice
issued by WX to ABC, WX has to first referto the Telecom Regulatory Authority of India figures for
quarter ending March, 2017, as indicated on their website www.trai.gov.in. These figures show
the service area wise internet subscribers. There are 22 service areas. Some relate to individual
States some to two or more States and some to part of one State and another complete State.
Some of these areas are metropolitan areas.

In order to calculate the State-wise breakup, first the State-wise breakup of the number of
internet subscribers is arrived at. (In case figures of internet subscribers of one or more States
are clubbed, the subscribers in each State is to be arrived at by applying the ratio of the respective
populations of these States as per the latest census.). Once the actual number of subscribers
for each State has been determined, the second step for WX involves calculating the State-wise
ratio of internet subscribers. Let us assume that this works out to 8:1:2..... and so on for Andhra
Pradesh, Arunachal Pradesh, Assam... and so on. The third step for WX will be to apply these ratios
to the total amount payable to WX so as to arrive at the value attributable to each State. Separate
invoices will have to be issued State-wise and Union territory-wise by WX to ABC indicating the
value pertaining to that State or Union territory.

B INTER-STATE SUPPLY [SECTION 7 OF THE IGST ACT]

This section provides as to when the supplies of goods and for services shall be treated as Supply in
the course of inter-State trade/commerce.

(a) ‘SUPPLY OF GOODS’ in the course of inter-State trade/commerce [Section 7(1) of the IGST Act]

Supply of goods shall be considered as supply of goods in course of inter-State trade or commerce
where the location of the supplier and the place of supply are in
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(i) two different States;
(if) two different Union territories; or
(iif) aState and a Union territory,
(k) ‘SUPPLY OF SERVICES’ in the course of inter-State trade /commerce [Section 7(3) of the IGST Act]

Supply of services shall be considered as supply of services in course of inter-State trade or
commerce where the location of the supplier and the place of supply are in-

(i) two different States;
(i) two different Union territories; or
(iif) aState and a Union territory

(c) SUPPLY OF GOODS OR SERVICES OR BOTH in the course of inter-State trade or commerce
[Section 7(5)(c) of the IGST Act]

Clause (c) of section 7(5) is a residuary clause and stipulates that supply of goods and/or services
in the taxable territory, not being an intraState supply & not covered elsewhere in this section
7(5) are considered as inter-State supplies

B INTRA-STATE SUPPLY [SECTION 8 OF THE IGST ACT]

Supply of goods /services where the location of the supplier and the place of supply of goods /services
are in the same State or same Union territory shall be treated as intra-State supply. Such supplies are
exigible to CGST and SGST /U TGST.

Establishments of distinct persons

Establishments of same entity shall be considered as establishments of distinct persons where a
person has:

() an establishment in a State or Union territory and any other establishment outside that State or
Union territory; or

(if) anestablishment in a State or Union territory and any other establishment registered within that
State or Union territory.

Thus, any supply between any of the above establishments shall be treated as supply between

establishments of distinct persons. Further, a person carrying on a business through a branch or an

agency or a representational office in any territory shall be treated as having an establishment in that

territory

B SUPPLIES IN TERRITORIAL WATERS [SECTION 9 OF THE IGST ACT]

This section determines the location of supplier and /or the place of supply when such location of
supplier and /or the place of supply is in territorial waters. Before that, let us understand the term
“territorial waters”

As per United Nations Convention on the Law of the Sea, the term ‘territorial sea’ is a belt of coastal
waters extending atmost 12 nautical miles from the baseline of a coastal state. Section 3(2) of the
Territorial Waters, Continental Shelf, Exclusive Economic Zone and Other Maritime Zones Act, 1976
stipulates that the limit of territorial waters is the line every point of which is at a distance of 12
nautical miles from the nearest point of the appropriate base line.

Section 9 of the IGST Act provides that where the location of the supplier is in the territorial waters,
it shall be deemed that location of such supplier is in the coastal State or Union Territory where the
nearest point of the appropriate baseline is located. Similarly, in case where the place of supply is in
territorial waters, the place of supply shall be deemed to be in the coastal State or Union Territory
where the nearest point of the appropriate baseline is located.
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TEST YOUR KNOWLEDGE

1. In case of a domestic supply, what is the place of supply where goods are removed?

2. What will be the place of supply if the goods are delivered by the supplier to another person on
the direction of a third person?

3. What is the place of supply where the goods or services are supplied on boarda conveyance,
such as a vessel, an aircraft, a train or a motor vehicle?

4. The place of supply in relation to immovable property (situated in India) is the location of
immovable property. Suppose a road is constructed from Delhi to Mumbai covering multiple
states.

What will be the place of supply of construction services?

5. What would be the place of supply of services provided by an event management company for
organizing a sporting event for a Sports Federation which is held in multiple States?

6. What is the place of supply of services by way of transportation of goods,including by mail or
courier when both the supplier and the recipient of the services are located in India?

7. What will be the place of supply of passenger transportation service, if a person travels from
Mumbai to Delhi and back to Mumbai?

8. What is the place of supply for mobile connection? Can it be the location of supplier?

9. Aperson from Mumbai goes to Kullu-Manali and takes some services from ICICI Bank in Manali.
What is the place of supply?

10. Anunregistered personfrom Gurugramtravels by AirIndia flight from Mumbaito Delhi and gets
his travel insurance done in Mumbai.
What is the place of supply of insurance services?

ANSWERS/HINTS

1. Asper section 10(1)(a), the place of supply of goods is the location of the goods at the time at
which the movement of goods terminates for deliveryto the recipient.

2. As per section 10(1)(b), it would be deemed that the third person has received the goods and
the place of supply of such goods will be the principal placeof business of such person.

3. As per section 10{1)(e), in respect of goods, the place of supply is the location at which such
goods are taken on board.

However, in respect of services, the place of supply is the location of the first scheduled point of
departure of that conveyance for the journey in terms of sections 12(10).

4. Where the immovable property is located in more than one State, the supplyof service is

treated as made in each of the States in proportion to the valuefor services separately collected
or determined, in terms of the contract or agreement entered into in this regard or, inthe absence
of such contract or agreement, on such other reasonable basis as may be prescribed in this behalf
[Explanation to section 12(3)].
In the absence of a contract or agreement between the supplier and recipient of services in this
regard, the proportionate value of services supplied in different States/Union territories (where
the immovable property is located)is computed on the basis of the area of the immovable
property lying in each State/ Union territories [Rule 4 of the IGST Rules].

Place of Supply ;W




5. 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 eventis 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 interms of the contractoragreemententered intointhis regard [Explanation
to sectionl2(7)].

In the absence of a contract or agreement between the supplier and recipientof services, the
proportionate value of services made in each State (where the event is held) will be computed in
accordance with rule 5 of the IGST Rules by the application of generally accepted accounting
principles.

6. If the recipient is registered, the location of such person is the place of supply. However, if the
recipient is not registered, the place of supply is the place where the goods are handed over
for transportation. Further, if the goodsare transported outside India, the destination of such
goods is the place of supply [Section 12(8)].

7. If the person is registered, the place of supply of passenger transportation service will be the
location of recipient. If the person is not registered, the place of supply for the forward journey
from Mumbai to Delhi will be Mumbali, the place where he embarks [Section 12(9)].

However, for the return journey, the place of supply will be Delhi as the returnjourney has to be
treated as separate journey [Explanation to section 12(9]].

8. The location of supplier of mobile services cannot be the place of supply asthe mobile
companies are providing services in multiple states and many of these services are inter-state.
The consumption principle will be broken if the location of supplier is taken as place of supply
and all the revenue may go toa few states where the suppliers are located.

The place of supply for mobile connection would depend on whether the connection is on
postpaid or prepaid basis. In case of postpaid connections, the place of supply is the location of
billing address of the recipient of services on the record of supplier of services.

In case of pre-paid connections, if the service is supplied:

(i) through a selling agent or a re-seller or a distributor of SIM card or re-charge voucher, the
place of supply is the place address of the selling agent or re-seller or distributor as per the
record of the supplier at the time of supply; or

(if) byanypersontothefinal subscriber,theplaceofsupplyisthelocationwhere such prepayment
is received or such vouchers are sold;

(iif) in other cases, the place of supply is the address of the recipient as per the records of the
supplier of services and where such address is not available, the place of supply shall be
location of the supplier of services.

However, if the recharge is done through internet/e-payment, the location of recipient of
service on record of the supplier will be taken as the place ofsupply [Section 12(11)].

9. Theplace of supply in case of banking services to any person shall be the location of the recipient

of services on the records of the supplier of services. However, if the location of recipient of

services is not on the records of the supplier, the place of supply shall be the location of the

supplier of services i.e. Kullu-Manali, Himachal Pradesh [Section 12(12)]].

10. When insurance service is provided to an unregistered person, the locationofthe recipient of
services on the records of the supplier of insurance services is the place of supply. So Gurugram

is the place of supply [Section 12(13)].
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Exemption from GST

5

THEORY

Section 2(47)

Exempt supply has been defined as supply of any goods or services or both which attracts nil rate of
tax or which may be wholly exempt from tax and includes non-taxable supply.

Section 2(78)

Non-taxable supply means a supply of goods or services or both which is not leviable to tax under
CGST Act or under the IGST Act.

Thus, under GST, a supply not leviable to tax is also included within the purview of ‘exempt supply".
Power to grant exemption from GST has been granted vide section 11 of the CGST Act and vide section
6 of the IGST Act.

Section 11

o GST law empowers the Central Government or State Government as the case may be, on
recommendation of the GST Council, grant exemption from tax.

o Exemption can be from the whole of the tax or part of the tax.
a It should be granted in public interest.

o Exemption can be granted to goods or services or both of any specified description, by way of
issuance of notification:

o Absolutely [i.e.unconditional exemption; exemptionis notsubjecttoanyconditions (mandatory
in nature)] or

o Conditionally [i.e. exemption is subject to specified conditions]. Exemption may be granted by
a special order in case of the circumstances of an exceptional nature.

B LIST OF SERVICES EXEMPT FROM TAX
1. Services related to charitable and religious activities

(A) Services by an entity registered under section 12AA / 12AB of the Income-tax Act, 1961 by way
of charitable activities. ‘Charitable Activities’ mean activities relating to-
» PUBLIC HEALTH
» ADVANCEMENT OF RELIGION, spirituality or yoga;
» ADVANCEMENT OF EDUCATIONAL PROGRAMMES /SKILL DEVELOPMENT relating to,-
(1) abandoned, orphaned or homeless children;
(if) physically or mentally abused and traumatised persons;
(iif) prisoners; or
(iv) persons over the age of 65 years residing in a rural area;
> PRESERVATION OF ENVIRONMENT



(B) Services by a person by way of-
(i) Conduct of any religious ceremony;

Religious ceremonies are life-cycle rituals including special religious poojas conducted in terms of
religious texts by a person so authorized by such religious texts. Occasions like birth, marriage, and
death involve elaborate religious ceremonies

(if) Renting of precincts of a religious place meant for general public, owned or managed by
an entity registered as a charitable or religious trust under section 12AA of the Income-tax
Act, 1961 ora trust oran institution registered under section 10(23C)(v) of the Income-tax
Act or a body or an authority covered under section 10{23BBA) of the said Income-tax Act.
However, nothing contained in entry (b) of this exemption shall apply to-
(i) Renting of rooms where charges are 31,000 or more per day;
(if) Renting of premises, community halls, kalyana mandapam or open area, and the like where
charges are 310,000 or more per day;
(iif) Renting of shops or other spaces for business or commerce where charges are 310,000 or
more per month.
(C) Services by a specified organisation in respect of a religious pilgrimage facilitated by the
Government of India, under bilateral arrangement.
Specified organisation
» Kumaon Mandal Vikas Nigam Limited (KMVN), a Government of Uttarakhand Undertaking;
» ‘Haj Committee of India’ or ‘State Haj Committee including Joint State Committee’
(D) Services by way of training or coaching in-
(a) Recreational activities relating to arts or culture, by an individual, or
(b) Sports by charitable entities registered under section 12AA of the Income-tax Act.

TEST YOUR KNOWLEDGE

JP Charitable institution, an entity registered under Section 12AA of Income Tax Act, 1961 and
registered in GST, has furnished you the following details with respect to the activities undertaken
by it during the month of January, 2020. You are required to compute its Taxable Value of GST from
the information given below, assuming the rate of GST is 18%. Brief reasoning should be part of

your answer.

Particulars Amount
Membership fees received from members 10,00,000
Amount received for advancement of educational programs relating to abandoned 4,00,000

or orphaned or homeless children

Amount received for renting of commercial property owned by Trust 5,00,000
Amount received for counselling of terminally ill person 3,50,000
Fees charged for Yoga Camp conducted by Trust 2,00,000
Amount received relating to preservation of Forest and Wildlife 6,00,000
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Ans. Taxable Value 5,00,000; GST @ 18% 90,000
2. Agriculture related services

(a) Services by way of loading, unloading, packing, storage or warehousing of rice.

(b) Services by way of warehousing of minor forest produce.

(¢) Services by way of storage /fwarehousing of Agricultural produce, rice, cereals, pulses, fruits and
vegetables.

(d) Services relating to cultivation of plants and rearing of all life forms of animals, except the rearing
of horses, for food, fibre, fuel, raw material or other similar products or agricultural produce by
way of:

(i) Agricultural operations directly related to production of any agricultural produce including
cultivation, harvesting, threshing, plant protection or testing;
(if) Supply of farm labour;

(iif) Processescarried outatanagricultural farmincludingtending, pruning, cutting, harvesting,
drying, cleaning, trimming, sun drying, fumigating, curing, sorting, grading, cooling or
bulk packaging and such like operations which do not alter the essential characteristics of
agricultural produce but make it only marketable for the primary market;

(iv) Renting orleasing of agro machinery or vacant land with or without a structure incidental
to its use;

(v) Loading, unloading, packing, storage or warehousing of agricultural produce;

(vi) Agricultural extension services;

(vif) Services by any Agricultural Produce Marketing Committee or Board or services provided
by a commission agent for sale or purchase of agricultural produce.

(e) Carrying out an intermediate production process as job work in relation to cultivation of plants
and rearing of all life forms of animals, except the rearing of horses, for food, fibre, fuel, raw
material or other similar products or agricultural produce.

(f) Services by way of artificial insemination of livestock {other than horses).

TEST YOUR KNOWLEDGE

‘Big Agro Handlers’ furnishes the following details with respect to the activities undertaken by
them in the month of December, 2019:

Supply of farm labour B o 58,000

Warehousing of biscuits 1,65,000
Commission on sale of paddy 68,000

Training of farmers on use of new pesticides and fertilisers developed through

oo T 10,000
scientific research
Renting of vacant land to a stud farm 1,31,500
Testing undertaken for seeds 1,21,500
Leasing of vacant land to a poultry farm 83,500
Warehousing of Pulses, cereals, fruits etc 25,600

Compute the GST Payable by ‘Big Agro Handlers' for the month of December, 2019. Rate of CGST
@ 9% & SGST @ 9%.

Ans. Taxable Value 2,96,500
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. Education services Entry No. 66
Meaning Of Educational Institute:
Educational institution means an institution providing services by way of -
(i) Pre-school education and education up to higher secondary school or equivalent;
(i) Education as a part of a curriculum for obtaining a qualification recognised by any law for the
time being in force;
Note: Education as a part of a prescribed curriculum for obtaining a qualification recognized by
a law of a foreign country is not covered here.
(iif) Education as a part of an approved vocational education course.
An approved vocational education course means

» A course run by an ITI/ITC (Industrial Training Institute/Industrial Training Centre)
(including Private ITIs) affiliated to the National Council for Vocational Training (NCVT) or
State Council for Vocational Training (SCVT) offering courses in designated trades notified
under the Apprentices Act, 1961

~

Designated trade means any trade or occupation or any subject field in engineering or non-
engineering or technology or any vocational course which the Central Government, after
consultation with the Central Apprenticeship Council, may, by notification in the Official
Gazette, specify as a designated trade for the purposes of Apprentices Act, 1961.

It is important to note that the Central and State Educational Boards shall be treated as
‘Educational Institution’ for the limited purpose of providing services by way of conduct of
examination to the students.

Services provided:
(a) By an educational institution to its students, faculty and staff;

(b) By an educational institution by way of conduct of entrance examination against consideration
in the form of entrance fee;

(¢) To an educational institution, by way of:
(i) Transportation of students, faculty and staff;

(if) Catering, including any mid-day meals scheme sponsored by the Central Government,
State Government or Union territory;

(iif) 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, nothing contained insub-items (i), (if) and (iif) of item (b) shall apply to an educational
institution otherthananinstitutionproviding services byway of pre-school education (including
aanganwadis) and education up to higher secondary school or equivalent.

Further, nothing contained in sub-item (v) of item (b) shall apply to an institution providing
services by way of:

(i) Pre-school education and education up to higher secondary school or equivalent; or

(if) Education as a part of an approved vocational education course.
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IIMs provide various long duration programs (1 year or more) for which they award diploma/
degree certificate duly recommended by Board of Governors as per the power vested in them
under the IIM Act, 2017. Therefore, it is clarified that services provided by Indian Institutes
of Managements to their students- in all such long duration programs (one year or more) are
exempt from levy of GST.

IIMs also provide various short duration/short term programs (less than 1 year) for which
they award participation certificate to the executives/professionals as they are considered as
“participants” of the said programmes. These participation certificates are not any qualification
recognized by law. Such participants are also not considered as students of I1IM. Services
| provided by [IMs as an educational institution to such participants is not exempt from GST.

Any authority, board or body set up by the Central Government or State Government (including
National Testing Agency) for conduct of entrance examination for admission to educational
institutions shall be treated as educational institution for the limited purpose of providing
services by way of conduct of entrance examination for admission to educational institutions.

TEST YOUR KNOWLEDGE

(1) Sarvshiksha, an Educational Trust, runs a play school, ‘Tiny Tots’ and a higher secondary school,
‘Pinnacle Academy’. It also runs a coaching centre which provides coaching for IIT JEE entrance
examinations to meritorious students of economically weak background. It also provides
coaching classes for examinations of Certified Public Accountant, USA. With reference to the
provisions of GST, examine the leviability of GST in the above case.

(2) Industrial Training Institute (ITI), Manikpuri runs an approved vocational educational
programme approved by prescribed authority. Revenue raised a demand for GST on the services
provided by ITI Manikpuri.

4, Health care services

(a) Services by a veterinary clinic in relation to health care of animals or birds

(b) Services by way of:

(i) Health care services by a clinical establishment, an authorised medical practitioner or
para-medics;

(ii) Services provided by way of transportation of a patient in an ambulance, other than those
specified in (@) above.

-

“Health care services” means any service by way of diagnosis or treatment or care for illness,
injury, deformity,abnormality or pregnancy inany recognised system of medicines in Indiaand
includes services by way of transportation of the patient to and from a clinical establishment,
but does not include hair transplant or cosmetic or plastic surgery, except when undertaken
to restore or to reconstruct anatomy or functions of body affected due to congenital defects,
developmental abnormalities, injury or trauma.

Recognised system of medicine means Allopathy/Ayurveda/Homeopathy/Naturopathy/
Yoga/Siddha/Unani. Naturopathy means a system for treating diseases or conditions using
natural foods and herbs and various other techniques, rather than artificial drugs.

Reiki is not recognised system of medicine. (Reiki means a healing technique based on the
principle that the therapist can transfer energy into the patient by means of touch, to activate
the natural healing processes of the patient’s body.)
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Note:

o Rent of rooms provided to in-patients in hospitals.

o In respect of rent recovered for the Intensive Care Unit (ICU) or Critical Care Unit (CCU) or
Intensive Cardiac Care Unit (ICCU) or Neo-Natal Intensive Care U nit (NICU), there would be full
exemption irrespective of amount of rent

o In case of other categories of rooms, Exemption is available only when rent charges do not
exceed X 5,000 per day. If the rent for such room exceeds ¥ 5,000 (let's say < 6,000), GST would
be payable on entire X 6,000

o Hospitals hire senior doctors/consultants/technicians independently. Such persons do not
have any contract with the patient. Hospitals pay them consultancy charges and there is no
employer-employee relationship between them. It is clarified by CBIC that services provided
by such senior doctors/consultants /technicians, whether employees or not, are healthcare
services which are exempt from GST.

o Health care services provided by the clinical establishments will include food supplied to the
patients as advised by the doctor /nutritionists is a part of composite supply of healthcare and
not separately taxable. However, other supplies of food by a hospital to patients (not admitted)
or their attendants or visitors are taxable.

o Supply of services other than healthcare services such as renting of shops, auditoriums in the
premises of the clinical establishment, display of advertisements etc. will be subject to GST.

o the abnormality/disease/ailment of infertility is treated using ART procedure such as IVF, it
is clarified that services by way of IVF are also covered under the definition of health care
services

TEST YOUR KNOWLEDGE

Well-Being Nursing Home has received the following amounts in the month of February, 2020 in
lieu of various services rendered by it in the same month. You are required to determine its GST
liability for February, 2020 from the details furnished below:

Palliative care for terminally ill patients at patient’s home (Palliative care is 20
given to improve the quality of life of patients who have a serious disease)

Services provided by cord blood bank unit of the nursing home 24
Hair transplant services 100
Ambulance services to transport critically ill patients from various locations to 12
nursing home

Naturopathy treatments. 80
Plastic surgery to restore anatomy of a child affected due to an accident. 30
Reikihealing treatments. Such treatment is not a recognized system of medicine 120
Mortuary services 10

Rate of Tax is CGST @ 9% and SGST @ 9%.
Ans. Taxable Value 3220 Lakh
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5. Services provided by Government

(i) Services by governmental authority by way of any activity in relation to any function entrusted
to a municipality under article 243 W of the Constitution are exempt.

(if) Services by a governmental authority by way of any activity in relation to any function entrusted
to a Panchayat under article 243G of the Constitution.

(iif) Services by the Central Government, State Government, Union territory or local authority
excluding the following Specified Services—

(a) services by the Department of Posts by way of book post, Inland letter , Ordinary post
(envelopes weighing less than 10 grams), post card services provided to a person other
than the Central Government, State Government, Union territory;

(b) (b) Services by Ministry of railways.

(c) Transport of goods or passengers; or

(d) Any service, otherthan services covered underentries (@) to (¢) above, provided to business
entities.

(iv) Services provided by the Central Government, State Government, Union territory or local
authority to a business entity with an aggregate turnover of up to such amount in the preceding
financial year as makes it eligible for exemption from registration under the Central Goods and
Services Tax Act, 2017,

Explanation: For the purposes of this entry, it is hereby clarified that the provisions of this

entry shall not be applicable to following services:

(i) (i) Item (a), (b) (c) and (d) of Specified Services.
(i) Services by way of renting of immovable property.

(v) Services provided by the Central Government, State Government, Union territory or local
authority to another Central Government, State Government, Union territory or local authority.
However, nothing contained in this entry shall apply to services referred in item (a), (b) (c) and
(d) of Specified Services.

(vi) Services provided by Central Government, State Government, Unionterritory or alocal authority
where the consideration for such services does not exceed ¥5,000 (either individual or in
aggregate during FY). However, nothing contained in this entry shall apply to services referred
in item (a)}, (b) (c) and (d) of Specified Services.

(vii) Services by: an old age home run by: Central Government, State Government or an entity
registered undersection 12ZAAofthe Income-taxAct, 1961 toitsresidents (aged 60 years or more)
against consideration upto 325,000 per month per member, provided that the consideration
charged is inclusive of charges for boarding, lodging and maintenance.

(viii) Services supplied by Central Government, State Government, Union territory to their
undertakings or Public Sector Undertakings (PSUs) by way of guaranteeing the loans taken by
such undertakings or PSUs from the banking companies and financial institutions.

(ix) Services provided by the Central Government, State Government, Union territory or local
authoritybywayofissuance of passport, visa,driving license, birth certificate or death certificate.

(x) Services provided by the Central Government, State Government, Union territory or local
authority by way of tolerating nonperformance of a contract for which consideration in the form
of fines or liquidated damages is payable to the Central Government, State Government, Union
territory or local authority under such contract.
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(xi) Services provided by the Central Government, State Government, Union territory or local
authority by way of assignment of right to use natural resources to an individual farmer for
cultivation of plants and rearing of all life forms of animals, except the rearing of horses, for food,
fibre, fuel, raw material or other similar products.

6. Construction services

(i) Services provided by way of pure labour contracts of construction, erection, commissioning,
installation, completion, fitting out, repair, maintenance, renovation, or alteration of a civil
structure or any other original works pertaining to the beneficiary-led individual house
construction or enhancement under the Housing for All (Urban) Mission or Pradhan Mantri
Awas Yojana.

(if) Services supplied by Electricity Distribution Utilities by way of construction, erection,
commissioning, or installation of infrastructure for extending electricity distribution network
upto the tube well of the farmer or agriculturalist for agricultural use.

(iif) Services byway of purelabour contracts of construction, erection, commissioning, orinstallation
of original works pertaining to a single residential unit otherwise than as a part of a residential
complex.

7. Passenger transportation services
(a) Transport of passengers, with /fwithout accompanied belongings, by:

(i) Air, in economy class embarking from or terminating in an airport located in the State of
Arunachal Pradesh, Assam, Manipur, Meghalaya, Mizoram, Nagaland, Sikkim, or Tripura or
at Bagdogra located in West Bengal;

(if) Non-airconditioned contractcarriage otherthan radiotaxi, for transportation of passengers,
excluding tourism, conducted tour, charter or hire; or

(iii) Stage carriage other than air- conditioned stage carriage.
However, nothing contained in items (b) and (¢) above shall apply to services supplied through an
electronic commerce operator, and notified under sub-section (5) of Section 9 of the CGST, 2017

(b) Service of transportation of passengers, with or without accompanied belongings, by:

(i) Railways in a class other than— (i) first class; or (if) an air-conditioned coach;
(if) Metro, monorail or tramway;
(iii) Inland waterways;
(iv) Publictransport, other than predominantly fortourismpurpose, in a vessel between places
located in India
Clarification

Where such publictransport is owned by private operators. For instance, private ferries are used
as means of transport from one island to another in Andaman and Nicobar Islands. Exemption
under Entry 17(d) would applyto tickets purchased for transportation from one point to another
irrespective of whether the ferry is owned or operated by a private sector enterprise or by a
PSU fgovernment.
The expression ‘public transport” used in this Entry only means that the transport should
be open to public. It can be privately or publicly owned. Only exclusion is on transportation
which is predominantly for tourism, such as services which may combine with transportation,
sightseeing, food and beverages, music, accommodation such as in shikara, cruise etc.

(v) Metered cabs or auto rickshaws (including e-rickshaws).
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However, nothing contained in item (v) above shall apply to services supplied through an electronic
commerce operator, and notified under sub-section (5) of Section 9 of the CGST, 2017.

Hiring of non-air conditioned contract carriages by firms for transportation of their employees to and
from work

Exemption under this clause would apply to passenger transportation services by non-air conditioned
contract carriages where transportation takes place over pre-determined route on a pre-determined
schedule. The exemption shall not be applicable where contract carriage is hired for a period of time,
during which the contract carriage is at the disposal of the service recipient and the recipient is thus
free to decide the manner of usage (route and schedule) subject to conditions of agreement entered
into with the service provider.

8. Goods transportation services
(i) Services by way of transportation of goods-
(a) By road except the services of— (i) a goods transportation agency; (ii) a courier agency;

Goods transport agency mean any person who: provides service in relation to transport
of goods by road and issues consignment note, by whatever name called.

(b) By inland waterways.

(if) Services by way of transportation by rail or a vessel from one place in India to another of the
following goods:

(a) Relief materials meant for victims of natural or man-made disasters, calamities, accidents
or mishap;

(b) Defence or military equipments;
(c) Newspaper or magazines registered with the Registrar of Newspapers;
(d) Railway equipments or materials;
(e) Agricultural produce;
(f) Milk, salt and food grain including flours, pulses and rice; and
(g) Organic manure.
(iif) Services provided by a goods transport agency, by way of transport in a goods carriage of -
(@) Agricultural produce;

(b) Goods, where consideration charged for the transportation of goods on a consignment
transported in a single carriage does not exceed ¥1,500;

(c) Goods, where consideration charged for transportation of all such goods for a single
consignee does not exceed T750;

(d) Milk, salt and food grain including flour, pulses and rice;
(e) Organic manure;
(f) Newspaper or magazines registered with the Registrar of Newspapers;

(g) Relief materials meant for victims of natural or man-made disasters, calamities, accidents
or mishap; or

(h) Defence or military equipment.

(iv) Services provided by a GTAto an unregistered person, including an unregistered casual taxable
person, other than the following recipients, namely:

(a) Any factory registered under/governed by the Factories Act, 1948; or
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(b) Any Society registered under the Societies Registration Act, 1860 or under any other law for
the time being in force in any part of India; or

(c¢) Any Co-operative Society established by or under any law for the time being in force; or

(d) Any body corporate established, by or under any law for the time being in force; or

(e) Any partnership firm whether registered or not under any law including association of
persons;

(f) Any casual taxable person registered under the Central Goods and Services Tax Act or the
Integrated Goods and Services Tax Act or the State Goods and Services Tax Act or the Union
Territory Goods and Services Tax Act.

(v) Services provided by a GTA, by way of transport of goods in a goods carriage, to:

(a) A Department or Establishment of the Central Government or State Government or Union
territory; or

(b) Local authority; or

(c) Governmental agencies, which have taken registration under the Central Goods and Services
Tax Act, 2017 only for the purpose of deducting tax under section 51 and not for making a
taxable supply of goods or services.

9. Banking and financial services
(i) Services by way of:

(a) 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);

(b) Intersesaleorpurchase of foreign currency amongst banks or authorised dealers of foreign
exchange or amongst banks and such dealers.

(if) Services provided by a banking company to Basic Saving Bank Deposit (BSBD) account holders
under Pradhan Mantri Jan Dhan Yojana (PM]DY).

(iif) Services by an acquiring bank, to any person in relation to settlement of an amount up to 32,000
in a single transaction transacted through credit card, debit card, charge card or other payment
card service.

Explanation: For the purposes of this entry, “acquiring bank” means any banking company,

financial institution including non-banking financial company or any other person, who makes

the payment to any person who accepts such a card.

Note:

(1) Service charges/fees, documentation fees, broking charges, administrative charges, entry
charges or such like fees or charges collected over and above interest on loan, advance or a
deposit are not exempt and thus, represent taxable consideration.

(2) Invoice discounting/cheque discounting or any other similar form of discounting is covered
only to the extent consideration is represented by way of discount as such discounting is a
manner of extending a credit facility or a loan.

(3) Any interest/delayed payment charges charged to clients for delay in payment of brokerage
amount/settlement obligations/margin trading facility: is exempt from GST since settlement
obligations /margin trading facilities are transactions which are in the nature of extending loans
or advances.
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(4) Charges for late payment of outstanding dues on credit card: Interest charged on outstanding
credit card balances has been specifically excluded from Entry 27. Hence, the same is liable to
GST.

Robinson Bank Ltd. furnishes the following information relating to services provided and the gross
amount received during the month of December, 2019. Compute the value of taxable service and
GST payable:

Amount of commission received for debt collection service 10,00,000
Discount earned on bills discounted 450,000
Inter se sale or purchase of foreign currency amongst banks 5,70,000
Charges received on credit card and debit card facilities extended 3,80,000
Penal interest recovered from the customers for the delay in repayment of loan 2,60,000
Commission received for service rendered to Government for tax collection 6,00,000

Presume all the above amounts are inclusive of GST and also rate of CGST @ 9% and SGST @ 9%
Ans. Taxable Value 16,77,966.10
10.Life insurance business services Entry No 28,29, 294, 29B & 36 (Self)

(a) Services of life insurance business provided by way of annuity under the National Pension

System regulated by the Pension Fund Regulatory and Development Authority of India under
the Pension Fund Regulatory and Development Authority Act, 2013.

(b) Services of life insurance business provided or agreed to be provided by the Army, Naval and
Air Force Group Insurance Funds to members of the Army, Navy and Air Force, respectively,
under the Group Insurance Schemes of the Central Government.

(c) Services of life insurance provided /agreed to be provided by the Central Armed Police Forces
(under Ministry of Home Affairs) Group Insurance Funds to their members under the Group
Insurance Schemes of the concerned Central Armed Police Force.

(d) Services of life insurance provided or agreed to be provided by the Naval Group Insurance
Fund to the personnel of Coast Guard under the Group Insurance Schemes of the Central
Government.

(e) Services of life insurance business provided under following schemes-
(@) Janashree Bima Yojana;
(b) Aam Aadmi Bima Yojana;
(¢) Life micro-insurance product as approved by the Insurance Regulatory and Development
Authority, having maximum amount of cover 0f32,00,000;
(d) Varishtha Pension Bima Yojana;
(e) Pradhan Mantri Jeevan Jyoti Bima Yojana;
(f) Pradhan Mantri Jan Dhan Yogana;
(g) Pradhan Mantri Vaya Vandan Yojana.

Life micro-insurance product means any term insurance contract with /without return of
premium, any endowment insurance contract or health insurance contract, with /without
an accident benefit rider, either on individual /group basis, as per terms stated in Schedule-
Il appended to the regulations.
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11.Services provided by specified bodies Entry No. 30,31, 314, 31B, 32, 33 (Self)

(a) Services by the Employees’ State Insurance Corporation to persons governed under the
Employees’ State Insurance Act, 1948.

(b) Services provided by the Employees Provident Fund Organisation to the persons governed
under the Employees Provident Funds and the Miscellaneous Provisions Act, 1952.

(c) Services by Coal Mines Provident Fund Organisation to persons governed by the Coal Mines
Provident Fund and Miscellaneous Provisions Act, 1948.

(d) Services by National Pension System (NPS) Trust to its members against consideration in the
form of administrative fee.

(e) Servicesprovided by the IRDAI (Insurance Regulatory and Development Authority of India) to
insurers under IRDAI Act, 1999.

(f) Services provided by the SEBI (Securities and Exchange Board of India) set up under the SEBI
Act, 1992 by way of protecting the interests of investors in securities and to promote the
development of, and to regulate, the securities market.

12.General insurance business services Entry No 36, 36A (Self)
(a) Services of general insurance business provided under following schemes:

(1) Hut Insurance Scheme;

(if) Cattle Insurance under Swarnajayanti Gram Swarozgar Yojana 22;

(iif) Scheme for Insurance of Tribals;

(iv) Janata Personal Accident Policy and Gramin Accident Policy;
(v) Group Personal Accident Policy for Self-Employed Women;

(vi) Agricultural Pumpset and Failed Well Insurance;

(vil) premia collected on export credit insurance;

(viif) Restructured Weather Based Crop Insurance Scheme (RWCIS), approved by the
Government of India and implemented by the Ministry of Agriculture;

(ix) Jan Arogya Bima Policy;
(x) Pradhan Mantri Fasal Bima Yojana (PMFBY);
(xi) Pilot Scheme on Seed Crop Insurance;
(xif) Central Sector Scheme on Cattle Insurance;
(xiif) Universal Health Insurance Scheme;
(xiv) Rashtriya Swasthya Bima Yojana;
(xv) Coconut Palm Insurance Scheme;
(xvi) Pradhan Mantri Suraksha Bima Yojna;

(xvii) Niramaya Health Insurance Scheme implemented by the Trust constituted under the
provisions of the National Trust for the Welfare of Persons with Autism, Cerebral Palsy,
Mental Retardation and Multiple Disabilities Act, 1999.

(xviif) Bangla Shasya Bima
(b) Services by way of reinsurance of the insurance schemes specified in serial number 35 or 36.
13.Pension schemes Entry No 37 & 38 (self)
(a) Services by way of collection of contribution under the Atal Pension Yojana
(b) ServiceshywayofcollectionofcontributionunderanypensionschemeoftheState Governments
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14.Business facilitator/correspondent Entry No 39
Services by the following persons in respective capacities
(a) Business facilitator orabusiness correspondent to a banking company with respectto accounts
in its rural area branch;

(b) Any person as an intermediary to a business facilitator or a business correspondent with
respect to services mentioned in entry (a); or

(c) Business facilitator or a business correspondent to an insurance company in a rural area.

-

BCs/BFs help villagers to open bank accounts and provide otherbanking services to them. They
act as an intermediary between the bank and its customers. Banks, in turn, pay commission/
fee to the BCs/BFs.

The BCs are permitted to carry out transactions on behalf of the bank as agents, the BFs can
refer clients, pursue the clients’ proposal and facilitate the bank to carry out its transactions,
| but cannot transact on behalf of the bank.

15.Services provided to Government
(@) Pure services provided TO Government:
(1) Pure services (excluding works contract service or other composite supplies involving

supply of any goods)

(if) Provided to the Central Government, State Government or Union territory or local
authority

(iif) By way of any activity:
(v) in relation to any function entrusted to a Panchayat under article 243G of the
Constitution or
(v) in relation to any function entrusted to a Municipality under article 243W of the
Constitution

(b) Composite supply of goods and services to Government:

(1) Composite supply of goods and services inwhich the value of supply of goods constitutes

not more than 25% of the value of the said composite supply.

(if) Provided to the Central Government, State Government or Union territory or local
authority

(iif) By way of any activity:
(v) in relation to any function entrusted to a Panchayat under article 243G of the
Constitution or
(v) in relation to any function entrusted to a Municipality under article 243W of the
Constitution

(c) Service provided by Fair Price Shops to Central Government, State Government or Union
territory by way of sale of food grains, kerosene, sugar, edible oil, etc. under Public Distribution
System against consideration in the form of commission or margin.

(d) Services provided to the Central Government, State Government, Union territory under
any insurance scheme for which total premium is paid by the Central Government, State
Government, Union territory.

(e) Servicesprovidedtothe Central Government, State Government, Unionterritoryadministration
under any training programme for which 75% or more of the total expenditure is borne by the
Central Government, State Government, U nion territory administration.
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16.Legal services Entry no. 45
Services provided by:
A. an arbitral tribunal to:
(1) Any person other than a business entity; or
(if) A business entity with an aggregate turnover up to Registration threshold limit in the
preceding financial year;

(iif) TheCentral Government, State Government, Unionterritory,local authority, Governmental
Authority or Government Entity.

B. A partnership firm of advocates or an individual as an advocate other than a senior advocate, by
way of legal services to:
(i) Anadvocate or partnership firm of advocates providing legal services;
(if) Any person other than a business entity; or
(iif) A business entity with an aggregate turnover up to Registration threshold limit in the
preceding financial year;
(iv) TheCentral Government, State Government, Unionterritory,local authority, Governmental
Authority or Government Entity.
C. a senior advocate by way of legal services to:
(1) Any person other than a business entity; or
(if) A business entity with an aggregate turnover up to Registration threshold limit in the
preceding financial year.
(iif) TheCentral Government, State Government, Unionterritory,local authority, Governmental
Authority or Government Entity.
Example
Pyarelal & Co. has obtained registration under GST in the preceding financial year. In the current
FY, it sought legal consultancy services for its business from Nyay Advocates - a partnership firm
of advocates. The legal services received by Pyarelal & Co. are not exempt because its aggregate
turnover exceeds the threshold exemption limit of registration in the preceding financial year.
Further, the tax on the said legal services is payable by Pyarelal & Co. under reverse charge.
17.Sponsorship of sports events:

Services by way of sponsorship of sporting events organised -

(a) By a national sports federation, or its affiliated federations, where the participating teams or
individuals represent any district, State, zone or Country;

(b) By Association of Indian Universities, Inter-University Sports Board, School Games Federation
of India, All India Sports Council for the Deaf, Paralympic Committee of India or Special
Olympics Bharat;

(c) By the Central Civil Services Cultural and Sports Board

(d) As part of national games, by the Indian Olympic Association; or

(e) Under the Panchayat Yuva Kreeda Aur Khel Abhiyaan Scheme

18. Performance by an artist
Services by an artist by way of a performance in folk or classical art forms of
(@) Music, or (b) Dance,or (c¢) Theatre,
If the consideration charged for such performance is not more than<1,50,000 are exempt from GST.

Goods and Service Tax @




Note:

(v)The activities by a performing artist in folk or classical art forms of music, dance, or theatre
are exempt if consideration does not exceed ¥1,50,000. However, if consideration from such
activities exceeds ¥1,50,000, the entire consideration is subject to GST.

(v))All other activities by an artist in other art forms e.g. western music or dance, modern theatres,
performance of actors in films or television serials would be taxable. Similarly, activities of
artists in still art forms e.g. painting, sculpture making etc. are taxable.

(v’ JHowever, the exemption shall not apply to service provided by such an artist as a brand
ambassador. ‘Brand ambassador’ means a person engaged for promotion or marketing of a
brand of goods, service, property or actionable claim, event or endorsement of name, including
a trade name, logo or house mark of any person.

Example

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:

(a) Bollywood dance performance by a film actor in a film and consideration charged is31,45,000.

(b) Carnatic music performance by a classical singer to promote a brand of readymade garments
and consideration charged is ¥1,30,000.

(c) Carnatic music performance by a classical singer in a music concert and consideration charged
is ¥1,55,000.

(d) Kathak dance performance by a classical dancer in a cultural programme and consideration
charged is ¥1,45,000.

19.Right to admission to various events
(1) Services by way of admission to a museum, national park, wildlife sanctuary, tiger reserve or zoo

(if) Services by way of admission to a protected monument so declared under the Ancient
Monuments and Archaeological Sites & Remains Act 1958 or any of the State Acts, for the time
being in force

(iif) Services by way of right to admission to:
(a) Circus, dance, or theatrical performance including drama or ballet;

(b) Award function, concert, pageant, musical performance or any sporting event otherthana
recognised sporting event

(¢) Recognised sporting event;

(d) Planetarium,
where the consideration for right to admission to the events or places as referred to in items (a),
(b), (c) or (d) above is not more than ¥500 per person.

20.Services by an unincorporated body or a non-profit entity

Service by an unincorporated body or a non-profit entity registered under any law for the time
being in force, to its own members by way of reimbursement of charges or share of contribution:
(1) Asatrade union

(if) For the provision of carrying out any activity which is exempt from the levy of Goods and
Services Tax; or

(iif) Up to an amount of ¥7,500 per month per member for sourcing of goods or services from a
third person for the common use of its members in a housing society or a residential complex.
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Example
(v') RWA of Chulbul Housing Society, registered under GST, collected the maintenance charges of
36,000 per month per member. In this case, no GST is to be charged by the RWA.

(v') The RWA of Chulbul Housing Society collected the maintenance charges of ¥9,000 per month
per member, GST @18% shall be payable on the entire amount 0f39,000 and not on [X9,000 -
37,500] =%1,500.

(v') The turnover of RWA of Bulbul Housing Society located in New Delhi in a financial year is 15
lakh. It has collected the maintenance charges of 8,000 per month per member. RWA is not
providing any other taxable service to its members. In this case, RWA is not required to take
registration under GST since its aggregate turnover is less than the applicable threshold limit

of 20 lakh.

(v) Gareeb Chand owns two residential apartments in a residential complex and pays ¥15,000/-
per month as maintenance charges towards maintenance of these two apartments to the RWA
(X7,500/- per month in respect of each residential apartment). In this case, the exemption
from GST shall be available with respect to maintenance charges paid for each apartment

(v') RWA of Tintin Housing Society, registered under GST, has collected the maintenance charges
of ¥9,000 per month per member from 1,000 members of the society in the month of May. For
paying the GST ofX16,20,000 [payable @ 18% on the amount of ¥90,00,000], RWA can utilise
the ITC of GST 0of ¥1,00,000 paid by it on purchase of swings for garden, ITC of ¥20,000 on
electric cables and ITC of ¥15,000 on plumbing services.

21.Import of Services
Import of services in the following cases is exempt from GST.
(a) If services have been taken by the Central Government /State Government/Union territory/a
local authority/a governmental authority.
(b) Anindividual for personal purpose.
(c) Acharitable Trust.

If any of the above person have taken OIDAR services, exemption shall not be applicable rather
the service provider shall collect tax from the recipient and shall pay it to the Government. If the
recipient is registered under GST, Tax shall be payable by the recipient under reverse charge.

22.Tour Operator Services
Services provided by a tour operator shall be exempt from tax, if they are provided:
A. To aforeign tourist.
B. In relation to a tour conducted wholly outside India or Partly in India & Partly Outside India

However, in case of tour partly in India and Partly Outside India, exemption shall be restricted to the
extent of the value of the tour operator service which is performed outside India.

Note 1: ‘Foreign tourist’ means a person not normally resident in India, who enters India for a stay of
not more than six months for legitimate non-immigrant purposes.

Note 2: The value of the tour operator service performed outside India shall be lower of the following
two figures:

A. Total considerationcharged forthe entire tour x Number of days forwhich the tour is performed
outside India/Total number of days comprising the tour;

B. 509% ofthe total consideration charged for the entire tour.
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Note 3: While making the above calculations, an y duration of time equal to or exceeding 12 hours
shall be considered as one full day and any duration of time less than 12 hours shall be taken as half
a day.
23.0ther exempt services

A. Services by way of transfer of a going concern, as a whole or an independent part thereof.

Example: Royal Hotel Group is in the business of running a chain of restaurants. It intends
to sell its business as a going concern. It would not be required to pay GST on such sale of its
business.

B. Services by way of renting of residential dwelling for use as residence to unregistered Person.

Explanation — For the purpose of exemption under this entry, this entry shall cover services
by way of renting of residential dwelling to a registered person where, -

(i) The registered person is proprietor of a proprietorship concern and rents the residential
dwelling in his personal capacity for use as his own residence; and

(ii) Such renting is on his own account and not that of the proprietorship concern.

Thus, renting of residential dwelling either by a registered person or an unregistered person
foruse as residence to UNREGISTERED PERSON is exempt from GST.

Rentingof residential dwelling foruse as residence to a registered person (otherthanproprietor
covered in explanation above) as well as renting of residential dwelling for commercial use to
registered or unregistered person is liable to GST.

Further,tax on renting of residential dwelling to a registered person is payable by the registered
person under reverse charge whether such residential dwelling is being used for commercial
purposes or residential purposes.
C. Services by way of giving on hire (including renting of vehicle):
(@) To a state transport undertaking (STU), a motor vehicle meant to carry more than
12 passengers.

(b) To a local authority, an Electrically operated vehicle (EOV) meant to carry more than
12 passengers.

(¢) To a goods transport agency, a means of transportation of goods.

(d) Motor vehicle for transport of students, faculty and staff, to a person providing services of
transportationof students, faculty and staffto an educational institution providing services
by way of pre-school education and education up to higher secondary school or equivalent

D. Service by way of access to a road or a bridge on payment of toll charges.
E. Service by way of access to a road or a bridge on payment of annuity.

F. Services provided by an incubatee up to a total turnover of 50 lakh in a financial year subject
to the following conditions, namely:

(i) The total turnover had not exceeded 50 lakh during the preceding financial year; and

(ii) A period of 3 years has not elapsed from the date of entering into an agreement as an
incubatee.

G. Services by way of collecting or providing news by an independent journalist, Press Trust of
India or United News of India.

H. Services of public libraries by way of lending of books, publications or any other knowledge-
enhancing content or material
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Services by an organiser to any person in respect of a business exhibition held outside India.

Services by way of pre-conditioning, pre-cooling, ripening, waxing, retail packing, labelling
of fruits and vegetables which do not change or alter the essential characteristics of the said
fruits or vegetables.

Services by a foreign diplomatic mission located in India.
Services by way of providing information under the RTI Act (Right to Information Act, 2005).
Services provided to a recognised sports body by-

(@) An individual as a player, referee, umpire, coach or team manager for participation in a
sporting event organised by a recognized sports body;

(b) Another recognised sports body

Note:

(1) Services by individuals such as selectors, commentators, curators, technical experts
are taxable.

(2) The service of a player to a franchisee which is not a recognized sports body is also
taxable.

The service of a player to a franchisee which is not a recognized sports body is also taxable.

Services by way of public conveniences such as provision of facilities of bathroom, washrooms,
lavatories, urinals or toilets.

P. Servicesprovidedtothe Central Government, State Government, Unionterritoryadministration

Q.

under any training programme for which 75% or more of the total expenditure is borne by the
Central Government, State Government, Union territory administration. It is clarified48 that
free coaching services provided by coaching institutions and NGOs under the central scheme
of “Scholarships for students with Disabilities” where 75% or more of the expenditure is borne
by the Government to coaching institutions.

Services by way of granting National Permit to a goods carriage to operate through-out India/
contiguous States.

R Services provided to a Governmental Authority by way of —

(1) Water supply;

(2) Public health;

(3) Sanitation conservancy;

(4) Solid waste management; and

(5) Slum improvement and upgradation
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QUESTION BANK

1. An individual act as a referee in a foothall match organized by Sports Authority of India. He has
also acted as a referee in another charity football match organized by a local sports club, in lieu
of alump sum payment. Discuss whether he is required to pay any GST?

Sol. Services provided to a recognized sports body by an individual inter alia as a referee in a sporting
event organized by a recognized sports body is exempt from GST.

Since in the first case, the football match is organized by Sports Authority of India, which is a
recognized sports body, services provided by the individual as a referee in such football match
will be exempt.

However, when he acts as a referee in a charity football match organized by a local sports club,
he would not be entitled to afore-mentioned exemption as a local sports club is not a recognized
sports body and thus, GST will be payable in this case.

2. RXL Pvt. Ltd. manufactures beauty soap with the brand name ‘Forever Young’ RXL Pvt. Ltd. has
organized a concert to promote its brand. Ms. Ahana Kapoor, its brand ambassador, who is a
leading film actress, has given a classical dance performance in the said concert. The proceeds of
the concert worth ¥1,20,000 will be donated to a charitable organization.

Whether Ms. Ahana Kapoor will be required to pay any GST?

Sol. Services by an artist by way of a performance infolk or classical art forms of ({) music, or (ii) dance,
or (iii) theatre are exempt from GST, if the consideration charged for such performance is not
more than ¥1,50,000. However, such exemption is not available in respect of service provided by
such artist as a brand ambassador.

Since Ms. Ahana Kapoor is the brand ambassador of ‘Forever Young' soap manufactured by RXL
Pvt. Ltd,, the services rendered by her by way of a classical dance performance in the concert
organized by RXL Pvt. Ltd. to promote its brand will not be eligible for the above-mentioned
exemption and thus, be liable to GST. The fact that the proceeds of the concert will be donated to
a charitable organization will not have any bearing on the eligibility or otherwise to the above-
mentioned exemption.

3. Determine taxable value of supply under GST law with respect to each of the following independent
services provided by the registered persons:

Gross Amount

Particulars Charsed
Fee charged for yoga camp conducted by a charitable trust 50000
Amount charged by business correspondent for the services provided to the 100000
rural branch of a bank with respect to Savings Bank Accounts
Amount charged by cord blood bank for preservation of stem cells 500000
Amount charged for service provided by commentatorto a recognized sports 520000
body

Sol. Computation of value of taxable
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Particulars

Fees charged for yoga camp conducted by a charitable trust [Note-1] NIL

Amount charged by business correspondent for the services provided to the NIL

rural branch of a bank with respect to Savings Bank Accounts [Note-2]

Amount charged by cord blood bank for preservation of stem cells [Note-3] NIL

Service provided by commentator to a recognized sports body [Note-4] 520000
Notes:

1. Services by an entity registered under section 12AA of the Income-tax Act, 1961 by way of
charitable activities are exempt from GST. The activities relating to advancement of yoga are
included in the definition of charitable activities. So, such activities are exempt from GST.

2. Services by business facilitator or a business correspondent to a banking company with
respect to accounts in its rural area branch have been exempted from GST.

3. Services provided by cord blood banks by way of preservation of stem cells or any other
service in relation to such preservation are exempt from GST.

4, Services provided to a recognized sports body only by an individual as a player, referee,
umpire, coach orteam manager for participation in asporting event organized by a recognized
sports body are exempt from GST. Thus, services provided by commentators are liable to
GST.

4. Examine whether GST is exempted on the following independent supplies of services:

(1) Service provided by a private transport operator to Scholar Boys Higher Secondary School
in relation to transportation of students to and from the school.

(if) Services provided by way of vehicle parking to general public in a shopping mall.
Sol. (i) Yes. Services provided TO an educational institution by way of transportation of students
are exempted from GST.
(if) No.Services provided by way of vehicle parking to the general public are not exempted from

GST. Therefore, GST is payable on the same.

5. Discuss whether GST is payable in respect of transportation services provided by Raghav Goods
Transport Agency in each of the following independent cases:

Customer Nature of Service Provided

A Transportation of milk 20000

B Transportation of books on a consignment transported in a single 3000
goods carriage

C Transportation of chairs for a single consignee in the goods 600
carriage
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Sol.

Customer  Nature of Service Amount Taxability

Provided Charged

A Transportation of milk Exempt. Transportation of milk by
goods the transport agency is exempt.

B Transportation of books 3000 Taxable
on a Consignment
transported in a single
goods carriage

C Transportationofchairs 600 Taxable
for a single consignee in
the goods carriage

6. Examine whether GST is payable in the following independent supply of services:

(1) Indiana Engineering College, a recognised educational institution, has conducted an entrance
test examination for various courses run by it and charged entrance fees from the applicants.

(if) Ramfal Lalaji, an agriculturist, has stored sugarcane in awarehouse. He has taken fumigation
services inthe said warehouse from Gupta Pest Control Co. for which he paid the consideration
0f¥6,000.

Sol. (i) Services provided by an educational institution by way of conduct of entrance examination
against consideration in the form of entrance fee is exempt from GST vide Notification No.
12/2017 CT (R) dated 28.06.2017 as amended.

Since in the given case, services provided by Indiana Engineering College, an educational
institution are by way of conduct of entrance examination against entrance fee, the same is
exempt and thus, GST is not payable in this case.

(if) Services by way of fumigation in a warehouse of agricultural produce are Taxable.

7. Examine whether supply of food and drink in the following independent cases is exempt from
GST:

(1) “Smart Kids” is a Play School located in Delhi. Smart Kids has outsourced the catering
services for supply of food and drink in the canteen of Play School to BTV Caterers, Delhi
for a consideration of ¥8,00,000 per annum.

(if) Wellness Hospital, a clinical establishment located in Tirupati, is specialised in diabetic
treatment. The hospital has its own canteen - Tasty Foods. The canteen serves the food and
drink to the in-patients as advised by the doctors /nutritionists of the hospital. Apart from
this, other patients (who are not admitted) or attendants or visitors of the in-patients also
take food and drink from the canteen.

Sol. (i) Services provided to an educational institution providing services by way of pre-school
education and education up to higher secondary school or equivalent, by way of catering is
exempt from GST vide Notification No. 12 /2017 CT (R) dated 28.06.2017 asamended. Thus,
in the given case, services provided by BTV Caterers to Smart Kids are exempt from GST.

(if) Services by way of health care services provided by a clinical establishment, an authorised

medical practitioner or para-medics are exempt from GST vide Notification No. 12 /2017 CT
(R) dated 28.06.2017 as amended.
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Inthis regard, CBIC has clarified that food supplied by the hospital canteen to the in-Patients
as advised by the doctor/nutritionists is a part of composite supply of healthcare services
and is not separately taxable. Thus, it is exempt from GST. However, other supplies of food
by a hospital to patients (not admitted) or their attendants or visitors are taxable.

In view of the same, GST is exempt on the food supplied by Tasty Foods to the in-patients as
advised by doctors /nutritionists while other supplies of food by it to patients (not ad mitted)
or attendants /visitors of the in-patients is taxable.

8. Examine whether GST is exempted on the following independent supply of services:

(1) Relax & Co, a tour operator, provides services to a foreign tourist for a tour conducted in
Kerala and receives a sum of ¥1,50,000.

(if) Ms. Sneha acts as a Coach for Indian Sports League (ISL), a recognised sports body, for a
Tennis tournament organised by Superb retail company and received a remuneration of
34,00,000.

Sol. (i) Services provided by atouroperatorto aforeign tourist are exempt from GST provided such
services are in relation to a tour conducted wholly outside India. Thus, since in the given
case, services provided by Relax & Co. are in relation to a tour conducted within India, the
same are not exempt from GST.

(if) Services provided by a coach to a recognised sports body for participation in a sporting event
are exempt from GST provided said sporting event is organised by a recognized sports body.
Thus, since in the given case, the sporting event is not organised by a recognised sports body,
the services provided by Ms. Sneha are not exempt from GST.

9. Examine whether GST is exempted on the following independent supply of services:

(1) Teja & Co, a tour operator, provides services to a foreign tourist for a tour conducted in
Jammu & Kashmir and receives a sum of ¥3,00,000.

(if) Ms. Poorva acts as a Team Manager for Indian Sports League (ISL), a recognised sports
body, for a Tennis tournament organised by Multi brand retail company and received a
remuneration of 2,00,000.

Sol. (i) Services provided by a tour operatorto a foreign tourist are exempt from GST provided such
services are in relation to a tour conducted wholly outside India. Thus, since in the given
case, services provided by Teja & Co. are in relation to a tour conducted within India, the
same are not exempt from GST.

(if) Services provided by a team manager to a recognised sports body for participation in a
sporting event are exempt from GST provided said sporting event is organised by a recognized
sports body. Thus, since in the given case, the sporting event is not organised by a recognised
sports body, the services provided by Ms. Poorva are not exempt from GST.

10. Shiva Medical Centre, a Multi-specialty hospital, is a registered supplier in Mumbai. Ithires senior
doctors and consultants independently, without entering into any employer-employee agreement
with them. These doctors and consultants provide consultancy to the in-patients - patients who
are admitted to the hospital for treatment - without there being any contract with such patients.
In return, they are paid consultancy charges by Shiva Medical Centre.

However, the money actually charged by Shiva Medical Centre from the in-patients is higher than
the consultancy charges paid to the hired doctors and consultants. The difference amount retained
by the hospital, i.e. retention money, includes charges for providing ancillary services like nursing
care, infrastructure facilities, paramedic care, emergency services, checking of temperature,
weight, blood pressure, etc.
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Sol.

11.

Sol.

Exemption from GST

Further, Shiva Medical Centre has its own canteen - Annapurna Bhawan - which supplies food
to the in-patients as advised by the doctor/nutritionists as also to other patients (who are not
admitted) or their attendants or visitors.

The Departmenttook astand that senior doctors and consultants are providing services to Shiva
Medical Centre and not to the patients. Hence, their services are not the health care services
and must be subject to GST. Further, GST is applicable on the retention money kept by Shiva
Medical Centre as well as on the services provided by its canteen - Annapurna Bhawan alleging
that such services are not the health care services.

You are required to examine whether the stand taken by the Department is correct provided the
services provided by Shiva Medical Centre are intra-State services.

As per Notification No.12 /2017 CT (R) dated 28.06.2017,services by way of health care services by
aclinical establishment, an authorised medical practitioner or para-medics are exempt from GST.
Health care services have been defined to mean any service by way of diagnosis or treatment or
care for illness, injury, deformity, abnormality or pregnancy in any recognised system of medicines
in India and includes services by way of transportation of the patient to and from a clinical
establishment, but does not include hair transplant or cosmetic or plastic surgery, except when
undertaken to restore or to reconstruct anatomy or functions of body affected due to congenital
defects, developmental abnormalities, injury or trauma.

Circular No. 32 /06/2018 GST dated 12.02.2018 has clarified that in view of the above definition, it
can be inferred that hospitals also provide healthcare services. The entire amount charged by them
from the patients including the retention money and the fee /payments made to the doctors etc., is
towards the healthcare services provided by the hospitals to the patients and is exempt from GST.
In view of the same, GST is not applicable on the retention money kept by Shiva Medical Centre.

The circular also clarified that services provided by senior doctors/consultants/technicians
hired by the hospitals, whether employees or not, are also healthcare services exempt from GST.
Hence, services provided by the senior doctors and consultants hired by Shiva Medical Centre,
being healthcare services, are also exempt from GST.

The circular further explained that food supplied by the hospital canteen to the in-patients as
advised by the doctor/nutritionists is a part of composite supply of healthcare services and is
not separately taxable. Thus, it is exempt from GST. However, other supplies of food by a hospital
to patients (not admitted) or their attendants or visitors are taxable. In view of the same, GST is
not applicable on the food supplied by Annapurna Bhawan to in-patients as advised by doctors/
nutritionists while other supplies of food by it to patients (not admitted) or their attendants/
visitors are taxable.

Wisdom Public School, a higher secondary school in Delhi, is of the view that no tax is payable
onthe education provided by it to its students as education plays a significant and remedial role
in balancing the socio-economic fabric of the country.

Examine whether GST law provides any scope of exemption to supply of goods or services with
particular reference to the contention raised by school?

Yes, GST law provides the scope of exemption to supply of goods and services. Section 11 of CGST
Act, 2017 provides that in the public interest, the Central or the State Government can exempt either
wholly or partly, on the recommendations of the GST council, the supplies of goods or services or
both from the levy of GST either absolutely or subject to conditions.

Further, the Government can exempt, under circumstances of an exceptional nature, by special
order any goods or services or both.




As regards the contention raised by Wisdom Public School, the same is valid in law since
Notification No. 12 /2017 CT (R) dated 28.06.2017 specifically wholly exempts services provided
by an educational institution to its students, faculty and staff.

12. Examine whether GST is payable in the following independent cases:

(1)

(i)
(iif)

Sol. (i)

(i)

(iif)

Amar Jyoti Charitable trust, registered under section 10(23C) (v) of the Income- tax Act,
manages a temple in Shahdara, Delhi. It has given on rent a community hall, located within
temple premises, to the public for celebration of New Year evening. Rent charged is ¥9,500.

Speed post services by the Department of Post to the Union Territory of Lakshadweep.

XY Ltd. has given on hire 7 trucks to Jaggi Transporters of Delhi (a goods transport agency)
fortransporting goods in Central and West Delhi. The hiring charges forthe trucks are 36,200
per truck perday.

Renting of a community hall by Amar Jyoti charitable trust is exempt from GST, as rent isless
than 10,000 per day. The Exemption Notification No. 12/2017 CT (R) dated 28.06.2017/
Notification No. 9/2017 IT (R) dated 28.06.2017 has exempted the said service wholly
from GST.

The said notification provides exemption to services by a person inter alia by way of renting
of precincts of a religious place meant for general public, owned or managed by an entity
registered as a trust or an institution under section 10(23C)(v) of the Income-tax Act.
However, this exemption does not apply where renting charges of premises, community
halls, Kalyan mandapam or open area are 310,000 or more per day.

GST is payable in case of speed post services by Department of Post to Union territory of
Lakshadweep. The Exemption has now been withdrawn.

Exemption Notification inter alia provides exemption to services by the Department of Posts
byway of speed post, express parcel post, life insurance, and agency services provided tothe
Central Government, State Government, Union territory. Therefore, GST is payable, if such
service is provided to a person other than Central Government /State Government/Union
Territory.

GST is not payable incase of hiring of trucks to Jaggi Transporters. The Exemption Notification
No. 12/2017 CT (R) dated 28.06.2017 /Notification No. 9/2017 IT (R) dated 28.06.2017
provides exemption to services by way of giving on hire inter alia to a goods transport agency,
a means of transportation of goods.

13. Sarva Sugam Charitable Trust, a trust registered under section 12 AA of the Income Tax Act, 1961

provides the following information relating to supply of its services for the month of August 2017:

\mount

Renting of residential dwelling for use as a residence 18,00,000
Renting of rooms for pilgrims (Charges per day <1,200) 8,00,000
Renting of rooms for devotees (Charges per day ¥750) 6,00,000
Renting of kalyana mandapam (Charges per day ¥15,000) 12,00,000
Renting of halls and open space (Charges per day 37,500) 10,75,000
Renting of shops for business (Charges per month 39,500) 4,75,000
Renting of shops for business (Charges per month ¥12,000) 7,50,000
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Compute the total taxable value of supply for the month of August 2017 assuming that the above
amounts are exclusive of GST.

Sol. Notification No.12 /2017 CT (R) dated 28.06.201 7 /Notification No.9/2017IT (R) dated 28.06.2017
[exemption notification] provides exemption to renting of precincts of a religious place meant
for general public, owned /managed by, inter alia, an entity registered as a charitable trust under
section 12AA of the Income-tax Act are exempt. However, exemption is not available if:

(i) Charges for rented rooms are 1,000 per day or more;

(if) Charges for rented community halls, Kalyan mandapam, open area are 310,000 per day or
more;

(iif) Charges for rented shops are 10,000 per month or more.

In view of the aforesaid provisions, value of supply of Sarva Sugam Charitable Trust for August,
2017 has been computed as under:

Computation of value of supply of Sarva Sugam Charitable Trust for August, 2017

Renting of residential dwelling for use as residence [Exempt] Nil

Renting of rooms for pilgrims 8,00,000

[Since charges per day are not below 31,000]

Renting of rooms for devotees Nil

[Since charges per day are below %1,000]
Renting of Kalyana Mandapam 12,00,000

[Since charges per day are not below 310,000]

Renting of halls and open spaces Nil

[Since charges per day are below ¥10,000]

Renting of shops for business Nil

[Since charges per month are below 310,000]

Renting of shops for business 7,50,000

[Since charges per month are not below 310,000]
Value of taxable supply 27,50,000

Note: The question does not specify whether the rooms/Kalyan Mandapam /Halls /Open space/
shops owned by a trust registered under section 12AA of the Income-tax Act, 1961 are located
within the precincts of the religious place meant for general public or not. In the above Solution, it
has been assumed that the immovable properties are situated inside the precincts of the religious
place meant for general public.

However, the question can also be Solutioned by assuming the various immovable properties to
be situated outside the precincts of the religious place meant for the general public.

14. RSS ProCorp Registered under section 12 AA of income tax 1961, conducted educational
programme for homeless children in Pune. Will it fall under exemption notification?

Sol. Yes, GST is exempt on services provided by registered person under Section 12 AA of Income tax
Act 1961 by way of educational programme conducted for homeless children.
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15. Examine whether GST is exempted on the following independent supplies of services:
(i) Ramesh travelled by Air India for the purpose of business to the USA.
(if) Misbah who is an article assistant in RS and Associates during the audit period he visited
the client place by A/C Volvo bus.
(ifif) Suraj is working in Bangalore, during the Christmas vacation he booked one sleeper ticket
for travelling to Bihar.

Sol. (i) No, Transport of passengers, with or without accompanied belongings, by- air, embarking
from or terminating in an airport located in the state of Arunachal Pradesh, Assam, Manipur,
Meghalaya, Mizoram, Nagaland, Sikkim, or Tripura or at Bagdogra located in West Bengal.
Since Ramesh booked for International ticket the exemption shall not be applicable.

(if) No, Transport of passengers, with or without accompanied belongings, by- Stage carriage
other than air- conditioned stage carriage is exempted under the exemption notification. In
the given case as Misbah has travelled inthe A/C Volvo bus the exemption not available to him.

(iif) Yes, Service of transportation of passengers, with or without accompanied belongings, by—
(a) Railways in a class other than—
() Firstclass; or
(if) Anair-conditioned coach;
are exempt. Therefore, Suraj will be allowed the exemption.

16. Determine whether GST is payable in case of each ofthe following independent services provided
by the registered persons:

(1) Fees charged from office staff for in-house personality development course conducted by
Markanday College —-%80,000. Markanday College provides education as a part of a curriculum
for obtaining an engineering degree recognised by law.

(2) Bus fees collected from students by Starward College - 3,500 per month. Starward College
provides education as a part of a curriculum for obtaining an engineering degree recognised
by law.

(3) Housekeeping service provided inthe Smart Kids school, a play school by M/s. Spick & Span
-325,000 per month.

(4) Globallink supplied “Tracing Alphabets”, an online educational journal, to Kidzee School -
24,000. The Kidzee School used the same for its students of UKG class.

Sol. (1) Asper Notification No,12/2017CT (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 Markanday College provides education as a part of a curriculum for obtaining an
engineering degree recognised by law, the services provided by it to its staff by way of
conducting personality development course would be exempt from GST.

(2) As Starward College is an educational institution, the transport services provided by it to
its students would be exempt from GST.

(3) Asper Notification No. 12/2017 CT (R) dated 28.06.2017, services provided to aneducational
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 Smart Kids Play School would be exempt
from GST.
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(4)

Asper Notification No. 12/2017 CT (R) dated 28.06.2017, services provided to aneducational
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, GST is payable in
case of supply of online journal to students of UKG class of Kidzee School.

17. Determine taxable value of supply under the GST law with respect to each of the following
independent services provided by the registered persons:

(1)

(2)
(3)

(4)

Sol. (1)

(2)

(3)

(4)

18. (a)

Exemption from GST

Fees charged from office staff for in-house personality development course conducted by
M.V. College - ¥10,000.

Bus fees collected from students by M.V. College - 32,500 per month.

Housekeeping service provided by M/s. Clean well to Himavarsha Montessori school, a play
school - 25,000 per month.

Info link supplied “Tracing Alphabets”, an online educational journal, to students of UKG
class of Sydney Montessori School -X2,000.

Asper 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 alaw, the services provided by it to its staff by way of conducting
personality development course would be exempt from GST.

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.

Asper Notification No. 12/2017 CT (R) dated 28.06.2017, services provided to aneducational
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.

Asper Notification No. 12/2017 CT (R) dated 28.06.2017, services provided to aneducational
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.

Holiday Guest House, situated at Shimla, provides boarding & lodging services to tourists
at economical cost. The charges of a single deluxe room per day are ¥999. Mr. X has booked
one deluxe room for two days during Christmas holidays. You are required to determine
whether GST is payable by Holiday Guest House on the above booking. If yes, determine the
amount of GST so payable.




Will your Solution change, if the charges of a single deluxe room per day charged by Holiday
Guest House are 31,0007

(b) M/s Damodar Ltd. provides services by way of storage of seasonal fruits and vegetables
in Bhatinda, Punjab. The monthly rental for a godown is ¥15,000. Examine whether GST is
payable by M /s Damodar Ltd.

Sol. (a) Servicesbyahotel, inn, guest house, club or campsite, by whatever name called, for residential
or lodging purposes, having value of supply of a unit of accommodation are taxable.

Thus, in view of the above-mentioned provisions, GST is payable by Holiday Guest House on
the booking done by Mr. X

The Solution will remain the same even if the charges of a single deluxe room per day is
31,000 as the exemption is not available Thus, GST is payable by Holiday Guest House on
the booking done by Mr. X even if the charges of a single deluxe room per day is ¥1,000.

(b) Services by way of storage fwarehousing of cereals, pulses, fruits, nuts and vegetables,
spices, copra, sugarcane, jaggery, raw vegetable fibres such as cotton, flax, jute etc., indigo,
unmanufactured tobacco, betel leaves, tendu leaves, coffee and tea have been exempted from
GST under an exemption notification under GST.

Thus, no GST is payable on the services provided by M /s Damodar Ltd. by way of storage of
seasonal fruits and vegetables in Bhatinda, Punjab.

19. State with reasons, whether GST is payable in the following independent cases:
() Services provided to recognized sports body as curator of national team.
(if) Services provided by way of transportation of passenger in Metered Cab.
(iif) Services by way of public conveniences such as provision of facilities of washrooms.
(iv) Services provided by a player to a franchisee which is not a recognized sports body.

Sol. (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 organised 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 curator of
the national team.

(if) 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. Thus, GST is not payable in this case.

(iif) Services by way of public conveniences such as provision of facilities of bathroom, washrooms,
lavatories, urinal ortoilets are not liable to GST as it is specifically exempt as per Notification
No.12/2017 CT(R) dated 28.06.2017. Thus, GST is not payable in this case.

(iv) Services provided by aplayer to a franchisee which is not a recognized sports body is taxable
as it is not exempt under Notification No. 12/2017 CT(R) dated 28.06.2017. Thus, GST is
payable in this case.

20. M/s. Apna Bank Limited, a Scheduled Commercial Bank has furnished the following details for the
month of August, 2018:

Compute the value of taxable supply. Give reasons with suitable assumptions.

Sol. Computation of value of taxable supply of M /s. Apna Bank Limited for the month of August, 2018
Goods and Service Tax @




Extended Housing Loan to its customers

[Since money does not constitute goods, extending a housing loan is not a Nil
supply]

Processing fees collected from its customers on sanction of loan

[Interest does not include processing fee on sanction of the loan. Hence, the 20

same is taxable]

Commission collected from its customers on bank guarantee
[Any commission collected over and above interest on loan, advance or 30
deposit are not exempt]

Interest income on credit card issued by the bank
[Servicesbywayofextendingloans insofarasthe considerationis represented
by way of interest are exempt from tax. However, interest involved in credit
card services is not exempt]

40

Interest received on housing loan extended by the bank
[Serviceshyway of extendingloans insofarasthe considerationis represented Nil
by way of interest are exempt from tax]

Minimum balance charges collected from current account and saving account
holder

[Any charges collected over and above interest on loan, advance or deposit 01
are not exempt]
Value of taxable supply 91

21. Decide with reason whether the following independent services are exempt under CGST Act,
2017:
(1) Gokul Residents’ Welfare Association received ¥9,000 per month as contribution from
each member for sourcing of goods and services from third persons for common use of its
members.

(if) Mr. Vikalp, a performing artist, has received ¥1,58,000 from performance of classical dance
and 390,000 from acting in TV Serial during the month of June 2018.

Sol. (i) Service by anunincorporated body or a registered non-profit entity, to its own members by
way of share of contribution up to an amount of ¥7,500 per month per member for sourcing
of goods/services from a third person for the common use of its members in a housing
society or residential complex, is exempt.

Inthe given case, monthly contribution per month per member received by Gokul Residents’
Welfare Association exceeds 2. 7,500.

Therefore, exemption will be available up to¥7,500 and GST would be payable on the amount
in excess 0of ¥7,500 (viz. ¥1,500 in this case).

Therefore, it is fully taxable.

(if) Services by an artist by way of a performance in folk or classical art forms of music, dance,
or theatre, if the consideration charged for such performance is not more than 31,50,000
are exempt from GST.

In the given case, since the consideration received by the performing artist - Mr. Vikalp for
performance of classical dance is more than¥1,50,000, said services are not exempt.

Exemption from GST




Further, consideration received for acting in TV serial is also not exempt since said
performance is not in folk /classical art forms of theatre.

22. XY7 Pvt. Ltd. manufactures beauty soap with the brand name ‘Forever beauty’. XYZ Pvt. Ltd. has
organized a concert to promote its brand. Ms. Mahima, its brand ambassador, who is a leading
film actress, has given a classical dance performance in the said concert.

The proceeds of the concert is ¥1,25,000.

(1) Explain with relevant provisions of GST, whether Ms. Mahima will be required to pay any
GST.

(if) Whatwill be the answer ifthe proceeds ofthe concert is donated to a charitable organization?

Sol. (i) Services by an artist by way of a performance in classical art forms of, inter alia, dance,
are exempt from GST, if the consideration charged for such performance is not more than
31,50,000.

However, such exemption is not available in respect of service provided by such artist as a
brand ambassador.

Since Ms. Mahima is the brand ambassador of ‘Forever Beauty’ soap manufactured by XYZ
Pvt. Ltd., the services rendered by her by way of a classical dance performance in the concert
organised by XYZ Pvt. Ltd. to promote its brand will not be eligible for the above-mentioned
exemption and thus, be liable to GST.

(if) Ewven if the proceeds of the concert will be donated to a charitable organisation, she will be
liable to GST.

23. GreenAgro Services, a registered person provides the following information relating to its activities
during the month of February, 2020:

Gross Receipts from

Services relating to rearing of sheeps 6,00,000
Services by way of artificial insemination of horses 4,00,000
Processing of sugarcane into jaggery 8,00,000
Milling of paddy into rice 7,50,000
Services by way of fumigation in a warehouse of agricultural produce 1,80,000

All the above receipts are exclusive of GST.
Compute the value of taxable supplies under GST laws for the month of February, 2020.

Sol. Computation of value of taxable supplies

Particulars Amount m

Services relating to rearing of sheeps Nil

[Exempt since services relating to rearing of all life forms of animals, except
horses, for food etc. are exempt. |

Services by way of artificial insemination of horses 400,000
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[Not exempt since services of artificial insemination are exempt only of
livestock other than horses.|

Processing of sugarcane into jaggery 8,00,000

[Not exempt, since processes which alter the essential characteristics
of agricultural produce are not exempt and processing of sugarcane into
jaggery changes the

essential characteristics of sugarcane.]

Milling of paddy into rice 7,50,000

[Not exempt, since this process, being carried out after cultivation is over, is
not an intermediate production process in relation to cultivation of plants
and it also changes the essential characteristics of paddy:]

Services by way of fumigation in a warehouse of agricultural produce 1,80,000

Value of taxable supplies 21,30,000

24. GSatya Sai Residents Welfare Association, a registered person under GST has 30 members each
paying 38,000 as maintenance charges per month for sourcing of goods and services from third

persons for common use of its members.

The Association purchased a water pump for 59,000 (inclusive of GST 0f39,000) and availed
input services for 23,600 (inclusive of GST of ¥3,600) for common use of its members during
February 2020.

Compute the total GST payable, if any, by Satya Sai Residents Welfare Association, for February
2020. GST rate is 18%. All transactions are intra-State.

There is no opening ITC and all conditions for ITC are fulfilled.

Sol. Computation of total GST payable by Satya Sai Residents Welfare Association

Maintenance charges received 2,40,000
[¥8,000 x 30 members]

[Services by RWA to its members for sourcing of goods
or services from a third person for the common use of its
members in a housing society are exempt provided the
share of contribution per month per member is upto ¥7,500.
Otherwise, entire amount is taxable.]

Total GST payable [It has been logically presumed that 43,200
maintenance charges are exclusive of GST.]
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Note: Residents Welfare Association is entitled to take ITC of GST paid by them on capital goods,
goods and input services, used by it for making supplies to its members and use such ITC for
discharge of GST liability on such supplies where the amount charged for such supplies is more
than 7,500 per month per member. Thus, Satya Sai Residents Welfare Association can avail ITC
of GST paid on water pump purchased (39,000) and input services availed (%3,600). Net GST
payable in that case will come out ¥30,600.

25. Mutiservices Private Ltd., registered in Punjab, is engaged in supplying a variety of services. Its

turnover was I35 lakh in the preceding financial year. It has provided the following information
for the month of April:

| Particulars Amount )
Fee for the coaching provided to students for competitive exams. The coaching| 6,24,000
centre is run by Mutiservices Private Ltd. in Punjab (Intra-State transaction)

Receipts for services provided in relation to conduct of examination in Pureit| 19,200
U niversity, Delhi (providing education recognized by Indianlaw), being an inter-
State transaction

Amount received for transportation of students and faculty from their residence to| 24,000
Lotus Public School - ahighersecondary school - and back (Intra-State transaction)
Amount received for providing the security and housekeeping services in Dhaani| 36,000
Public School - a pre-school (Intra-State transaction)

Note: Rates of CGST, SGST and IGST are 9%, 9% and 18% respectively. All the amounts given
above are exclusive of taxes.

Compute the total GST liability of Multiservices Private Ltd. for the month of April.
Sol. Computation of net GST liability of Multiservices Private Ltd. for the month of April:

Particulars

Fee for the coaching provided to students| 6,24,000 56,160 56,160
for competitive exams [Note-1]

Services towards conduct of examination 19,200 -
in Pureit University, Delhi [Note-2]

Services of transportation of students 24,000 -
and faculty fromtheir residenceto Lotus
Public School and back [Note-3]

Security and housekeeping services in 36,000 - -
Dhaani Public School [Note-4]

Total GST liability 56,160 56,160

Notes:

(1) Coaching centre run by Multiservices Private Ltd. is not an educational institution since
competitive exam coaching does not lead to grant of a qualification recognized by law.
Therefore, fee received for coaching provided at such coaching centre is taxable.
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(2) Since Pureit University provides qualification recognized by law, it is an educational
institution and services provided to an educational institution, in relation to conduct of
examination by such institution are exempt from GST.

(3) Since Lotus Public School provides education up to higher secondary school, it is an
educational institution and services of transportation of students, faculty and staff provided
to an educational institution are exempt.

(4) Since Dhaani Public School provides pre-school education, it is an educational institution.
Security and housekeeping services provided within the premises of an educational
institution are exempt.

MULTIPLE CHOICE QUESTIONS

1. Transportation of passengershy ~~ are exempt from GST.
(@) Railway in first class (b) Railway in an air-conditioned coach
(c) Metro (d) All of the above
2. Transportationof _ by a GTA in a goods carriage is exempt from GST.
(@) Agricultural produce (b) Organic manure
(c) Milk (d) All of the above

3. What of the following services provided to an educational institution - Debo Public School- are
exempt from GST?

(a) Transportation of staff of the school

(b) Cleaning of the school

(c) Services relating to conduct of higher secondary exams
(d) All of the above

4. Transportation of passengersby ___~ are exempt from GST.
(a) air-conditioned stage carriage
(b) radiotaxi
(¢) air, terminating in Nagaland airport
(d) All of the above
5. Which of the following services provided by the Department of Posts are exempt from GST?
(a) Speed posts (b) Life Insurance
(¢) Express parcel posts (d) None of the above
6. Kesar Maharaj, a registered supplier, gave a classical dance performance in an auditorium.
The consideration charged for the said performance is ¥1,60,000. Such performance is not for
promotion of any product/services. Rate of CGST and SGST on such services is 9% each. Assuming

the services supplied by him to be intra-State supplies, which of the following statements are
true?

(@) GST liability of Kesar Maharaj is Nil as services provided by him are exempt.
(b) Kesar Maharaj is liable to pay CGST and SGST o0f 314,400 and 14,400 respectively.

(¢) Kesar Maharaj is liable to pay CGST and SGST of ¥900 and ¥900 respectively.
(d) None of the above.

7. Which of the following services provided by Good Health Care Nursing home are not exempt?

Exemption from GST _‘.W




(1) Reikihealing treatment.

(2) Plastic surgery conducted to repair the cleft lip of a new born baby.

(3) Airambulance services to transport critically ill patients from distant locations to Good Health
Care Nursing home.

(4) Palliative care for terminally ill patients. On request, such care is also provided to patients
at their homes. (Palliative care is given to improve the quality of life of patients who have a
serious or life-threatening disease but the goal of such care is not to cure the disease).

(5) Alternative medical treatments by way of Ayurveda.
(@) (1)and (3) (b) (2)and (4)
() (1) (d) (1), (4) and (5)
8. Open area in the precincts of a temple has been rented for a marriage for a day.In which of the
following cases, such renting is exempt from GST?

(@) Temple is owned by Sanatan Charitable Trust (registered under section 12AA of the Income
- tax Act, 1961) and consideration charged is ¥9,000.

(b) Temple is owned by Sanatan Charitable Trust (registered under section 12AA of the Income
- tax Act, 1961) and consideration charged is ¥11,000.

(¢) Both (a) and (b).
(d) None of the above.
9. Which of the following activity is taxable under GST?
(1) Supply of food by a hospital to patients (not admitted) or their attendants or visitors.
(if) Transportation of passengers by non-air-conditioned railways

(iif) Services by a brand ambassador by way of folk dance performance where consideration
charged is31,40,000.

(iv) Transportation of agriculture produce by air from one place to another in India

(v) Services by way of loading, unloading, packing, storage or warehousing of rice

(vi) Serviceprovided by GTA where consideration charged fortransportation of goods for asingle
carriage is ¥900

(a) (1), (v), (vi) (b) (i), (iv), (V)
(c) (d), (i), (iv) (@ (W)W
10. Which of the following activities are exempt from GST?
(a) Religious pilgrimage organised by Todarmal Charitable Trust.
(b) Loading, packing and warehousing of jaggery and pulses.
(¢) Milling of paddy into rice.
(d) None of the above.

11. 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%.
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(@) Super Airlines: ¥1,80,000/-; Indian Railways: NIL
(b) Super Airlines: ¥1,80,000/-; Indian Railways: 39,000
(¢) Super Airlines: Nil; Indian Railways: ¥9,000/-
(d) Super Airlines: Nil; Indian Railways: Nil
12. M/s. DevBhoomi Rice (P) Ltd., a registered person under GST, is providing services of processing
of milling of paddy into rice, loading, unloading, packing, storage and warehousing of rice in the

State of Chhattisgarh. The company has made following supplies during the tax period of April,
2018 to September, 2018:

(i) Loading and unloading of rice: ¥50,00,000/-.
(if) Packing and warehousing of rice: 330,00,000/-.
(iif}) Processing services of milling of paddy into rice: ¥1,00,00,000/-.
Determine the amount of GST payable on the above supplies assuming rate of tax as 5%.
(@) %32,40,000 (b) 9,00,000
(c) 5,00,000 (d) NIl
13. Bombay Municipal Corporation (BMC) has invited online bids for maintenance of bus stops for
a period of one year from 1-Jan-2018 to 31-Dec-2018. The work involves composite supply of

goods and services and supply of services being the principal supply in which the value of goods
constitutes 25% of the total value of composite supply.

Mr Akshay Kumar, Managing Director of Khiladi Contractors (P) Ltd., located and registered in
GST in Gujarat, wants to bid for the same. He seeks your opinion to determine the taxability of
the above to quote the best price.

(a) Not Taxable (b) GST payable

(¢) Exempt (d) None of the above

14. Mr. Happy Singh is a resident of Chandigarh. The marriage of his daughter, Khushi Kaur, has been
finalised with Mr. Lovely Singh, an NRI settled in Canada. The marriage is scheduled on 14-Feb-
2019 in Chandigarh. Mr. Happy Singh wants to send 5,000 marriage invitation cards to all his
relatives and friends to attend the marriage. He has to send the invitation by speed post. He is
not sure about the taxability of speed post services under the GST regime. He seeks your help in
determining the applicability of GST on speed post.

(@) GST payable (b) Non-Taxable
(c) Exempt (d) None of the above

15. Mr. Bulbul Pandey, is an ambulance driver, who lives in the NCT of Delhi. He provides driving services
to Preeti Heart and Lung Institute (PHLI-a super specialty hospital registered in GST in Delhi) for a
consideration of ¥25,000 /- per month.

Mr. Bulbul Pandey was instructed to pick up a patient in Gurugram to PHLI. While going from Delhi
to Gurugram, he picked up 5 passengers for transportation inthe ambulance from Delhito Gurugram
and charged ¥500/- from them.

Being the GST expert, you are required to ascertain the taxability of transport services provided
by Mr. Bulbul Pandey in the ambulance from Delhi to Gurugram under GST Act, 2017:

(@) Taxable supply (b) Exempt supply
(¢) Notasupply (d) None of the above
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16. Which of the following are exempt from GST?

(i) Services provided to recognized sports body as curator of national team.
(if) Services provided by way of transportation of passenger in MeteredCab.
(iif) Services by way of public conveniences such as provision of facilities of washrooms.
(iv) Services provided by a player to a franchisee which is not a recognized sports body.
(a) (0, (i), (iif) & (iv) (b) (i), (iff)
(c) (i) & (iv) (d) (i), (iil) & (iv)

17. Services supplied by Central /State Government /Union territory to their undertakings or Public-

18.

19.

20.

21.

22,

23.

Sector Undertakings (PSUs) by way of guaranteeing the loan taken by such undertakings or PSUs
from the banking companies and financial institutions.

(@) Taxable supply (b) Exempt supply
(¢) Notasupply (d) None of the above

Services provided by rehabilitation professionals recognized under theRehabilitation Council
of India Act, 1992 by way of rehabilitation, therapy or counselling and such other activity as
covered by the said Act at medical establishments, educational institutions, rehabilitation centres
established by Central /State Government/U nion territory or an entity registered under section
12AA of the Income Tax Act, 1961.

(a) Taxable supply (b) Exempt supply

(¢) Notasupply (d) None of the above

Services provided by a banking company to Basic Saving Bank Deposit (BSBD)account holders
under Pradhan Mantri Jan Dhan Yojana (PM]DY)

(a) Taxable supply (b) Exempt supply

(¢) Notasupply (d) None of the above

Supply of TDR, FSI, long term lease (premium) of land by a landowner to a developer have been
exempted subject to the condition that the constructed flats are sold before issuance of completion
certificate and tax is paid on them. Is the statement correct?

(a) Yes (b) No

Services provided by a banking company to Basic current account holders
(@) Taxable supply (b) Exempt supply
(¢) Notasupply (d) None of the above

Supply of services having place of supply in Nepal or Bhutan, against payment in Indian Rupees
will be:

(@) Exempt services (b) Export of services

(¢) None of the above (d) Nota service at all

Kala Niketan School is an educational institution providing pre-school education and education
up to higher secondary school. Which of the following services are exempt if provided to Kala
Niketan School?

(i) Transportation of students, faculty and staff
(ii) Catering services

(iif) Cleaning services performed in such educational institution
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(@) (1) (b) (i) and (iif)
(c) (i) and (iif) (d) (1), (i) and (iif)
24. Which of the following service is not exempt under GST?
(a) Loading and unloading of paddy
(b) Loading and unloading of sugarcane
(¢) Loading and unloading of tea bags
(d) Loading and unloading of potato
25. Which of the following services is exempt from GST?

(@) Bollywood dance performance by afilm actor in a film and consideration charged is%1,45,000.

(b) Carnatic music performance by a classical singer to promote a brand of readymade garments
and consideration charged is ¥1,30,000.

(¢) Carnatic musicperformance by aclassical singer in a music concert and considerationcharged
is¥1,55,000.

(d) Kathak dance performance by a classical dancer in a cultural programme and consideration
charged is ¥1,45,000.

Answer Key
L(|2(d|3(d]|4(|5@d]|6(MB|7(]8@]|9I( |10 (d
11. (o) [ 12. (c) | 13. (¢) | 14. (@) | 15. (a) | 16. () | 17. (D) | 18. (b) | 19. (b) | 20. (@)
21. (a) | 22. (b) | 23. (d) | 24. (c) | 25. (d)
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THEORY

B INTRODUCTION

GST is payable on supply of goods or services. A supply consists of various elements that can be
separated in time, like purchase, dispatch (of goods), delivery (of goods) or provision or performance
of service, entry in the records, payment, deposit in the bank. So, at which of these points of time does
GST become payable?

Does it become payable when an agreement to supply goods or services is made, or when the goods
are shipped or the services are provided, or when the invoice is issued or when payment is made?
What if the goods are shipped over a period of time? What if the service is provided over a period of
time?

Provisions relating to ‘time of supply’ provide answer to all such and other questions that arise on the
timing of the liability to pay CGST and SGST /UTGST (intra-State supply) and IGST (inter-State supply)
as time of supply fixes the point in time when the liability to pay tax arises.

Time of Supply of Goods

Section 12 (1) provides for the determination of time of supply in the following situations:

Supply of goods where supplier is liable to pay tax;

Supply of goods that are taxable under reverse charge;

Supply of vouchers that can be used to pay for goods;

Residual cases

Addition to value of supply of goods by way of interest or late fee or penalty for delayed payment.

0O 0 00 0o

Supply of goods where supplier is liable to pay tax (forward charge) [Section 12(2)
As persection 12(2), the time of supply of goods that are taxable under forward charge, is the earlier
of the following two dates:

(1) Date of issue of invoice by the supplier or the last date on which the invoice ought to have been
issued in terms of section 31, to the extent the invoice covers the supply of goods; or

(if) Date of receipt of payment by the supplier, to the extent the payment covers the supply of goods.

Exemption To Pay Tax on advance payment received for supply of goods [NN 66 /2017]
o All taxpayers (except composition suppliers) are exempted from paying GST at the time of receipt
of advance in relation to supply of goods.

o The entire GST shall be payable only when the invoice for the supply of such goods is issued or
ought to have been issued.



Time limit for issuance of invoice for supply of goods

As per section 31(1), the invoice needs to be issued either before or at the time of removal of goods
(where supply involves movement of goods) or delivery of goods/making goods available to
recipient (in any other case).

In case of continuous supply of goods, the invoice should be issued before or at the time of issuance
of periodical statement/receipt of periodical payment [Section 31(4)].

In case of goods sent or taken on approval for sale or return, invoice should be issued before
or at the time of supply or 6 months from the date of removal, whichever is earlier [Section 31(7}].

TEST YOUR KNOWLEDGE

1. A machine has to be supplied at site. It is done by sourcing various components from vendors and
assembling the machine at site. The details of the various events are:

o 17% September: Purchase order with advance of ¥50,000 is received for machine worth 312
lakh and entry duly made in the seller’s books of account

o 20™ Qctober: The machine is assembled, tested at site, and accepted by buyer

o 23" October: Invoice raised

o 4™ November: Balance payment of ¥11,50,000 received

Determine the time of supply(ies) in the above scenario for the purpose of payment of tax.

2. Gas is supplied by a pipeline. Monthly payments are made by the recipient as per contract. Every
quarter, an invoice is issued by the supplier supported by a statement of the goods dispatched
and payments made, and the recipient has to pay the differential amount, if any. The details of the
various events are:

o August 5, September 5, October 6: Payments of X2 lakh made in each month
o October 3: Statement of accounts issued by supplier, with invoice forthe quarter July-September

o October 17: Differential payment of 56,000 received by supplier for the quarter July-
September as per statement of accounts-

Determine the time of supply for the purpose of payment of tax.

3. From the following information determine the time of supply if goods are supplied on approvals
basis:

S. No. ' Removal of Goods  Issue of Invoice Accepted by Receipt of
Recipient Payment

) 01-12-2018 15-12-2018 05-12-2018 25-12-2018
[H'] 01-12-2018 15-12-2018 15-12-2018 12-12-2018
(iii) 01-12-2018 25-07-2019 25-07-2019 20-07-2019

4, Determine the Time of supply in each of the following independent cases in accordance with
provisions of sections 12 of the CGST Act, 2017 in case supply involves movement of goals.

Date of Diate o Intvoics Date When Goods Made Date of Receipt of
Removal S Available To Recipients Payment
1. 1-10-2019 5-10-2019 3-10-2019 15-11-2019
2. 8-10-2019 4-10-2019 4-10-2019 25-11-2019
Time of Supply W
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Supply of goods that are taxable under reverse charge [Section 12(3)]
The time of supply for such goods will be the earliest of the following dates:
(1) Date on which the goods are received, or

(if) Date on which payment is recorded in the books of account of the recipient, or the date on
which the same is debited in his bank account, whichever is earlier, or

(iif) Date immediately following 30 days from the date of issue of invoice (or document by some
other name in lieu of invoice) by the supplier.

If it is not possible to determine the time of supply by using these parameters, then the time of
supply will be the date of entry of goods in the books of account of the recipient of supply.

TEST YOUR KNOWLEDGE

5. Determine the time of supply from the given information.

o May 4 Supplier invoices goods taxable on reverse charge basis to Bridge & Co. (30 days from
the date of issuance of invoice elapse on June 3)

o May 12 Bridge & Co receives the goods
o May 30 Bridge & Co makes the payment

6. Determine the time of supply from the given information.
May 4 Supplier invoices goods taxable on reverse charge basis to Pillar & Co. (30 days from the date
of issuance of invoice elapse on June 3)
June 12 Pillar & Co receives the goods, which were held up in transit July 3 Payment made for the
goods

7. Determine the time of supply in each of the following independent cases in accordance with
provisions of section 12 of the CGST Act, 2018 in case the recipient of goods is liable to pay tax

under reverse charge mechanism.

_ . . | [ ; Date When
S.No.  Date of Invoice Bats o_t.Re_ce_lp tou| Bate O'_t Paym ikl Payment Debited
Goods Books o - :
in Bank Account
1. 01-10-2018 05-10-2018 10-10-2018 12-10-2018
2. 01-10-2018 15-10-2018 10-10-2018 12-10-2018
3. 01-10-2018 15-11-2018 18-11-2018 20-11-2018

Vouchers [Section 12(4)]

As commonly understood, vouchers are instruments that can be exchanged as payment for goods
or services of the designated value. As per the definition, they are instruments that certain persons
(potential suppliers) are obliged to accept as consideration, part or full, for goods and for services.

The time of supply of vouchers exchangeable for goods is:
o Date of issue of the voucher, if the supply that it covers is identifiable at that point, or

o Date of redemption of the voucher in other cases.

m Goods and Service Tax @
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TEST YOUR KNOWLEDGE

8. XYZ Ltd. has purchased for its customers 100 vouchers dated 24-12-2018 worth 31,000 each from
ABC Ltd, a footwear manufacturing company. The vouchers were issued by ABC Ltd. on 25-12-2018.
The vouchers can be encashed at retail outlets of ABC Ltd. The employees of XYZ Ltd. encashed the
same on 01-01-2019. Determine time of supply of vouchers.

Residual case [Section 12(5)]

9. Ms Reema purchased a gift voucher from Shoppers Stop (a departmental store) worth ¥1,500 on
30-10-2018 and gifted it to her friend on the occasion of her birthday on 04-11-2018. Her friend
encashed the same on 01-01-2019 for purchase of a handbag. Determine the time of supply.

If the situation is not covered by any of the provisions discussed above, the time of supply is fixed
under sub-section (5) of section 12, in the following manner:
o Due date for filing of the periodical return, or

o In any other case, date on which GST is paid.

Enhancement in value on account of interest/late fee etc. for delayed payment of consideration
[Section 12(6)]

Section 12(6) prescribes that time of supply in case of addition in value by way of interest/late fee/
penalty for delayed payment of consideration for goods is the date on which the supplier receives
such addition in value.

TEST YOUR KNOWLEDGE

10. Mr. X aregistered supplier, supplied certain goods to Mr. Y on 6 months credit with a penalty
clause in the agreement levying a penalty of 5% of the invoice value in case of delayed
payment. The invoice was dated 01-11-2018. Mr. Y could not make the payment on the due
date due to unavoidable reasons. He however made the payment of the invoice value on
05-05-2019. Mr. X raised a debit note for the penalty amount. There being dispute on this,
the matter was in arbitration which was finally resolved with Mr. Y agreeing to pay half of
the penalty amount. The amount was paid by Mr. Y on 12-12- 2019. Determine the time of
supply in light of the GST law.

Time of Supply of Services

Section 13 provides for the determination of the time of supply in the following situations:
o Supply of service on which the supplier is liable to pay tax,

Supply of service that is taxable under reverse charge basis,

Supply of vouchers that can be used to pay for services,

Residual cases,

¢ o 0 0

Addition to value of supply of services by way of interest or late fee or penalty for delayed
payment.

Time of Supply W




SUPPLY OF SERVICE

(a)

(b)

If the invoice is issued within the time prescribed under section 31

Date of invoice or date of receipt of payment (to the extent the invoice or payment covers the
supply of services), whichever is earlier

If the invoice is not issued within the time prescribed under section 31,

Date of provision of service or date of receipt of payment (to the extent the payment covers the
supply of services)

Ifthe above two methods [(a) and (b)] are not applicable, the time of supply will be the date on
which the recipient of service shows receipt of the service in his books of account.

“Date of receipt of payment” refers to the

o Date on which the payment is recorded in the books of account of the entity (supplier of
service) that receives the payment, or

o Thedate on which the payment is credited to the entity’s bank account, whichever is earlier

“To the extent the invoice or payment covers the supply of services”

Suppose, a part of the consideration is paid in advance or invoice is issued for part payment,
the time of supply will not cover the full supply. The supply shall be deemed to have been
made to the extent it is covered by the invoice or the part payment.

Excess Payment Up to¥1,000

In terms of proviso to section 10(2), for payment up to 31,000 in excess of invoice value,
suppliers can choose to take the date of invoice issued with respect to such excess amount as
the time of supply of services in relation to the excess value.

Time limit for issuance of invoice for supply of services

(1)

(if)

(iif)

(iv)

As per Section 31(2) read with rule 47 of CGST Rules, the tax invoice needs to be issued either

before the provision of service or within 30 days (45 days in case of insurance companies/

banking companies/financial institutions including NBFCs) from the date of supply of service.

As per Section 31(5), In case of continuous supply of services, the invoice should be issued

either

(a) On/before the due date of payment or

(b) Before/at the time when the supplier of service receives the payment, if the due date of
payment is not known

(c) On/before the date of completion of the milestone event when the payment is linked to
completion of an event.

Case of cessation of supply of services before completion of supply, the invoice (to the extent

of the supply made before such cessation) should be issued at the time when the supply ceases

[Section 31(6]].

In case of insurance companies/banking companies/financial institutions including NBFCs/

telecom companies/ notified supplier of services making taxable supplies between distinct

persons as specified in Section 25(4) , invoice may be issued before or at the time of recording

such supply in the books of account or before the expiry of the quarter during which the supply

was made [Second proviso to rule 47].

The time of supply of service on which GST is payable on reverse charge basis (except on services
received from associated enterprises located outside India) is determined as follows:

Goods and Service Tax @




Receipt of services that are taxable under reverse charge [Section 13(3)]
The time of supply for such service will be the earlier of the following:
o Date of payment, or
o Date immediately following 60 days since issue of invoice (or any other document in lieu of
invoice) by the supplier.
If it is not possible to determine the time of supply by using these parameters, then the time of
supply will be the date of entry of the service in the books of account of the recipient of supply.

“Date of payment” in the above situation refers to the date on which the payment is recorded
inthe books of account of the entity that receives the service (recipient of service), or the date
on which the payment is debited from the entity’s bank account, whichever is earlier.

Import of services between associated enterprises

In the case of service received from an associated enterprise located outside India, the time of
supply will be

(@) The date of payment for the service, or

(b) The date of entry of the service in the books of account of the recipient, whichever is earlier.

TEST YOUR KNOWLEDGE

11. Determine the time of supply from the given information under reverse charge May 4: The
supplier of service issues invoice for service provided. There is a dispute about the amount
payable, and payment is delayed.

August 21: Payment made to the supplier of service
12. Determine the time of supply from the given information.

May 4: A German company issues email informing its associated company ABC Ltd. of the cost of
technical services provided to it.

July 2: ABC Ltd transfers the amount to the account of the German company.

Vouchers [Section 13(4)]
The time of supply of vouchers that are exchangeable for services is stipulated as
o The date of issue of the voucher if the supply is identifiable at that point, or
o The date of redemption of the voucher in other cases.

Residual case [Section 13(5)]

If the situation is not covered by any of the provisions discussed above, the time of supply is fixed
under sub-section (5) of section 13, in the following manner:

o Date on which periodical return for the period is required to be filed, or
o In any other case, date on which GST is paid.

Enhancement of value on account of interest/late fee etc. for delayed payment of consideration
[Section 13(6)]

It prescribes that time of supply in case of addition in value by way of interest/late fee/penalty for
delayed payment of consideration for a service is the date on which the supplier receives such addition
in value.

Time of Supply




QUESTION BANK

1. Determine the time of supply in the following cases assuming that GST is payable under reverse

charge:
lﬂgciiiggf Date of payment by recipient Date of iss.u'e o_t: invoice by
gb_o ds of goods supplier of goods
(i) July 1 August 10 June 29
(i) July 1 June 25 June 29
(iii) July 1 Part payment made on June 30 and | June 29

balance amount paid on July 20

(iv) July 5 Payment is entered in the|Junel
books of account on June 28
and debited in recipient’s bank
account on June 30

(v) July 1 Payment is entered in the|]June?29
books of account on June 30
and debited in recipient’s bank
account on June 26

(vi) August 1 August 10 June 29
Sol.
Date of Date of issue ate Time of suppl
Date of o _ e« immediately v PPy
o payment by of invoice by S of goods
receipt of s . = following _ : s
o recipient of supplier of o - [Earlier of (1),
goods Sads i 30 days from (2) & (4)]
£00 & date of invoice ' '
(1) (2) (3) (4) (5)
(i) |July1 August 10 June 29 July 30 July 1
(i) |July 1 June 25 June 29 July 30 June 25
(fif) |July 1 Part payment June 29 July 30 June 30 for part
made on June payment made
30 and balance and July 1 for
amount paid on ‘balance amount
July 20
(V) |July 5 Paymentisentered | June 1 July 2 June 28 (ie,
in the books of when payment
account on June is entered in the
28 and debited in books of account
recipient’s  bank of the recipient)
accounton June 30
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Date

Date of Date of Da111_:e of issue immediately Tim_e:: of supply
¥ i payment by1 of invoice by foliowing ot.g00d15
No. go‘odé recipient of supplier of 30 dayé ot [Earlier of (1),
. goods fobds date of invoice (2) & (4)]
(v) ].'uly*l Payment June 29 July 30 June 26 (ie.,
is entered when payment
in books of is debited in the
account on June recipient’s bank
30 & debited in account)
recipient’s bank
account on
June 26
(vi) |August1 August 10 June 29 July 30 July 30 (ie,
31t day from
issuance of
invoice)

2. Determine the time of supply in the following cases assuming that GST is payable under reverse
charge:

Date of payment by recipient for supply of

Date of issue of invoice by

services supplier of services
(i) |August10 June 29
(ii) |August10 June 1
(iif) | Part payment made on June 30 and balance June 29
amount paid on September 1
[rv] Payment is entered in the books of account on June 1
June 28 and debited in recipient’s bank account on
June 30
(v) | Payment is entered inthe books of account on June 29
June 30 and debited in recipient’s bank account on
June 26

Sol.
S. Date of payment Date of issue of Date immediately Time of Supply of
No. by recipientfor invoice by supplier following 60 days goods [Earlier of
supply of services of services from invoice (1) & (3)]
(1) (2) (3)
() |August10 June 29 August 29 August 10
(if) |August10 June 1 August 1 August 1

Time of Supply




S. Date of payment  Date of issue of Date immediately  Time of Supply of

No. by recipientfor invoice by supplier following 60 days goods [Earlier of

supply of services of services from invoice (1) &(3)]
(fif) | Part payment made |June 29 August 29 June 30 for part
on June 30 and payment and August
balance amount paid 29 for balance
on September 1 amount
(iv) |Paymentis entered |Junel August 1 June 28 (i.e. when
in the books of payment is entered
account on June in the books of
28 and debited in account of the
recipient’s bank recipient)
account on June 30
(v) | Paymentis entered |]June 29 August 29 June 26 (i.e. when
in the books of payment is debited
account on June in the recipient’s
30 and debited in bank account)

recipient’s bank
account on June 26

3. Kabira Industries Ltd engaged the services of a transporter for road transport of a consignment on
17" June and made advance payment for the transport on the same date, i.e.,, 17" June. However,
the consignment could not be sent immediately on account of a strike in the factory, and instead
was sent on 20™ July. Invoice was received from the transporter on 2224 July.

What is the time of supply of the transporter’s service? Note: Transporter’s service is taxed on
reverse charge basis.

Sol. Timeofsupplyofservicetaxableunderreversechargeistheearlierofthefollowingtwodates interms of
section 13(3):
o Date of payment
o 61 day from the date of issue of invoice

In this case, the date of payment precedes 61" day from the date of issue of invoice by the supplier
of service. Hence, the date of payment, that is 17™ June, will be treated as the time of supply of
service [Section 13(3)(a)].

4, Raju Pvt Ltd. received the order and advance payment on 5% January for carrying out an
architectural designjob. It delivers the designs on 23 April. By oversight, no invoice is issued at
that time, and it is issued much later, after the expiry of the prescribed period for issue of invoice.
When is the time of supply of service?

Sol. Since the invoice has not been issued within the prescribed time period, time of supply of service
will be the earlier of the following two dates in terms of Section 13(2)(b):

o Date of provision of service
o Date of receipt of payment

The payment was received on 5™ January and the service was provided on 23 April. Therefore,
the date of payment, i.e., 5 January is the time of supply of the service in this case.

m Goods and Service Tax @
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Sol.

Sol.

Sol.

Sol.

Time of Supply

Investigation shows that 150 cartons of ceramic capacitors were dispatched on 2™ August but
no invoice was made and the cartons were not entered in the accounts. There was no evidence of
receipt of payment. What is the time of supply of 150 cartons for the purpose of payment of tax?

Asper NotificationNo. 66/2017 CT dated 15.11.2017, a registered person (excluding composition
supplier) has to pay GST on the outward supply of goods at the time of supply as specified in
section 12(2)(a) i.e., date of issue of invoice or the last date on which invoice ought to have been
issued in terms of section 31.

In this case since the invoice has not been issued, the time of supply will be the last date on which
the invoice is required to be issued.

The invoice for supply of goods must be issued on or before the dispatch of goods i.e., on 274
August. Therefore, the time of supply of the goods will be 274 August, the date when the invoice
should have been issued.

. An order was placed on Ram & Co. on 18™ August for supply of a consignment of customized

shoes. Ram & Co. gets the consignment ready and informs the customer and issues the invoice
on 2™ December. The customer collects the consignment from the premises of Ram & Co. on 7%
December and electronically transfers the payment on the same date, which is entered in the
accounts on the next day, 8™ December.

What is the time of supply of the shoes for the purpose of payment of tax?

Asper Notification No. 66/2017 CT dated 15.11.2017, a registered person (excluding composition
supplier) has to pay GST on the outward supply of goods at the time of supply as specified in
section 12(2)(a) i.e., date of issue of invoice or the last date on which invoice ought to have been
issued in terms of section 31.

Inthis case, the invoice is issued before the removal of the goods and is thus, within the time limit
prescribed under section 31(1). Therefore, time of supply is the date of issue of invoice, which
is 24 December,

Food Meal coupons are sold to a company on 9% August for being distributed to the employees
of the said company. The coupons are valid for six months and can be used against purchase of
food items. The employees use them in various stores for purchases of various edible items on
different dates throughout the six months.

What is the date of supply of the coupons?

As the coupons can be used for a variety of food items, which are taxed at different rates, the
supply cannot be identified at the time of purchase of the coupons. Therefore, the time of supply
of the coupons is the date of their redemption in terms of section 12(4).

. Afirmoflawyers’ issues invoice for services to ABC Ltd. on 17" Feb. The payment is contested by

ABC Ltd. on the ground that on account of negligence of the firm, the company’s case was dismissed
by the Court for non-appearance, which necessitated further appearance for which the the firm is
billing the company. The dispute drags on and finally payment is made on 3" November. Identify
the time of supply of the legal services.

Note: Legal services are taxable on a reverse charge basis.

Time of supply of services that are taxable under reverse charge is earliest of the following two
dates in terms of section 13(3):
o Date of payment [34 November]

o 61" day from the date of issue of invoice [19* April]




Sol.

10.

Sol.

11.

Sol.

12.

R

The date of payment comes subsequent to the 615 day from the issue of invoice by the supplier of
service. Therefore, the 61 day from the supplier’s invoice has to be taken as the time of supply.
This fixes 19 April as the time of supply.

Modern Security Co. provides service of testing electronic devices. In one case, it tested a batch of
devices on 4™ and 5™ September but could not raise invoice till 19" November because of some
dispute about the condition of the devices on return. The payment was made in December.

What is the method to fix the time of supply of the service?

The time of supply of services, if the invoice is not issued in time, is the date of payment or the
date of provision of service, whichever is earlier [Section 13(2) (b)]. In this case, the service is
provided on 5% September but not invoiced within the prescribed time limit. Therefore, the date
of provision of service, i.e., 5™ September, will be the time of supply.

A machine has to be supplied at site. It is done by sourcing various components from vendors
and assembling the machine at site. The details of the various events are:

Determine the time of supply (ies) in the above scenario.

Asper Notification No.66/2017 CT dated 15.11.2017, a registered person (excluding composition
supplier) has to pay GST on the outward supply of goods at the time of supply as specified in
section 12(2)(a) i.e., date of issue of invoice or the last date on which invoice ought to have been
issued in terms of section 31.

Therefore, the time of supply of goods for the entire amount 0f312,00,000 is 20" October which
is the date on which the goods were made available to the recipient as per section 31(1)( ), and
the invoice should have been issued on this date [Section 12(2)(a)].

Gas is supplied by a pipeline. Monthly payments are made by the recipient as per contract. Every
quarter, an invoice is issued by the supplier supported by a statement of the goods dispatched
and payments made, and the recipient has to pay the differential amount, if any. The details of
the various events are:

Determine the time of supply for the purpose of payment of tax.

Asper Notification No. 66/2017 CT dated 15.11.2017, a registered person (excluding composition
supplier) has to pay GST on the outward supply of goods at the time of supply as specified in
section 12(2)(a) i.e., date of issue of invoice or the last date on which invoice ought to have been
issued in terms of section 31.

As per section 31(4), in case of continuous supply of goods, where successive statements of
accounts or successive payments are involved, the invoice is issued before or at the time of each
such statement is issued or, as the case may be, each such payment is received. Therefore, invoice
should be issued on August 5, September 5 and October 6 when monthly payments of X2 lakh
are received.

Thus, time of supply will be August 5, September 5 and October 6 respectively for goods valued at
T2 lakh each. Time of supply for goods valued at ¥56,000 will be October 3, the date of issuance
of invoice.

Determine the time of supply from the given information.
Goods and Service Tax @




Sol.

13.

Sol.

14.

Sol.

15.

Sol.

Time of Supply

May 4 Supplier invoices goods taxable on reverse charge basis to Bridge & Co.
(30 days from the date of issuance of invoice elapse on June 3)

May 12 Bridge & Co receives the goods

May 30 Bridge & Co makes the payment

Here, May 12 will be the time of supply, being the earliest of the three stipulated dates namely,
receipt of goods, date of payment and date immediately following 30 days of issuance of invoice
[Section 12(3)]. (Here, the date of invoice is relevant only for calculating thirty days from that
date.)

Determine the time of supply from the given information.

May 4 Supplier invoices goods taxable on reverse charge basis to Pillar & Co.
(30 days from the date of issuance of invoice elapse on June 3)

June 12 Pillar & Co receives the goods, which were held up in transit

July 3 Payment made for the goods

Here, June 4,31 day fromthe date of supplier’s invoice, will be the time of supply, being the earliest
of the three stipulated dates namely, receipt of goods, date of payment and date immediately
following 30 days of issuance of invoice [Section 12(3]].

Determine the time of supply from the following particulars:

6" May Booking of convention hall, sum agreed ¥15000, advance of 3000
received

15% Sep Function held in convention hall

27" October Invoice issued for ¥15000, indicating balance of ¥12000 Payable

3¢ November Balance payment of 312000 received

As per section 31(2) read with rule 47 of CGST Rules, the tax invoice is to be issued within 30
days of supply of service. In the given case, the invoice is not issued within the prescribed time
limit. As persection 13(2)(b), in a case where the invoice is not issued within the prescribed time,
the time of supply of service is the date of provision of service or receipt of payment, whichever
is earlier. Therefore, the time of supply of service to the extent of 3,000 is 6™ May as the date of
payment of 3000 is earlier than the date of provision of service. The time of supply of service to
the extent of the balance 12,000 is 15 September which is the date of provision of service.

Investigation shows that ABC & Co carried out service of cleaning and repairs of tanks in an
apartment complex, for which the Apartment Owners’ Association showed a payment in cash on
4% April to them against work of this description. The dates of the work are not clear from the
records of ABC & Co. ABC & Co have not issued invoice or entered the payment in their books of
account.

The time of supply cannot be determined vide the provisions of clauses (a) and (b) of section
13(2) as neither the invoice has been issued nor the date of provision of service is available as
also the date of receipt of payment in the books of the supplier is also not available. Therefore,
the time of supply will be determined vide clause (c) of section 13(2) i.e., the date on which
the recipient of service shows receipt of the service in his books of account.




16.

Sol.

1.

Sol.

18.

Sol.

19.

Sol.

20,

Thus, time of supply will be 4™ April, the date on which the Apartment Owners’ Association
records the receipt of service in its books of account.

Determine the time of supply from the given information. (Assuming that service being supplied
is taxable under reverse charge)

May 4 The supplier of service issues an invoice for service provided. There is a
dispute about the amount payable, and payment is delayed.

August 21 Payment made to the supplier of service

Here, July 4 will be the time of supply, being the earlier of the two stipulated dates namely, date
of payment and date immediately following 60 days since issue of invoice.

Determine the time of supply from the given information.

May 4 A German company issues email informing its associated company ABC
Ltd. of the cost of technical services provided to it.

July 2 ABC Ltd transfers the amount to the account of the German company

Asthere is nopriorentry of the amount in the books of account of ABC Ltd., July 2 will be the time
of supply, being the date of payment in terms of second proviso to section 13(3).

Explain the meaning of the term “date of receipt of payment” as per section 13 of the CGST Act,
2017,

“Date of receipt of payment” in terms of section 13 of CGST Act, 2017 refers to the

(a) date on which the payment is recorded in the books of account of the entity (supplier of
service) that receives the payment, or

(b) thedate onwhich the payment is credited to the entity’s bank account, whichever is earlier.

Gupta & Sons, a registered supplier, paying tax under normal scheme is a wholesale supplier

of ready-made garments located in Bandra, Mumbai. On 5™ September, 20XX, Mohini, owner

of Charming Boutique located in Dadar, Mumbali, approached Gupta & Sons for supply of a

consignment of customized dresses for ladies and kids.

Gupta & Sons gets the consignment ready by 2" December, 20XX and informs Mohini about the

same. The invoice for the consignment was issued the next day, 3™ December, 20XX,

Due to some reasons, Mohini could not collect the consignment immediately. So, she collects
the consignment from the premises of Gupta & Sons on 18" December, 20XX and hands over
the cheque for payment on the same date. The said payment is entered in the accounts on 20%
December, 20XX and the amount is credited in the bank account on 212t December, 20XX.

Asper NotificationNo. 66/2017 CT dated 15.11.2017, a registered person (excluding composition
supplier) has to pay GST on the outward supply of goods at the time of supply as specified in
section 12{2)(a) of CGST Act, 2017 i.e., date of issue of invoice or the last date on which invoice
ought to have been issued in terms of section 31.

Therefore, the time of supply of goods is 3™ December which is the date on which the invoice for
the consignment was issued.

M /s Mansh & Vansh Trading Company, a registered supplier, is liable to pay GST under forward
charge. Determine the time of supply from the following information furnished by it:

Goods and Service Tax @




() Goods were supplied on 03-10-2017
(if) Invoice was issued on 05-10-2017
(ifif) Payment received on 09-10-2017
Sol. Aspersection 12 of CGST Act, 2017, the time of supply of goods, tax on which is payable under
forward charge, is the earlier of the following two dates:
(i) Date of issue of invoice /last date on which the invoice is required to be issued

(if) Date of receipt of payment i.e., the date on which the payment is recorded in the books of
account of the supplier or date on which the payment is credited to the supplier’s bank
account, whichever is earlier

Further, a registered person is required to issue a tax invoice before or at the time of removal of
goods for supply to the recipient. Thus, in the given case, the invoice for supply of goods should
have been issued on or before the removal of goods i.e., on 03-10-2017,

However, since the invoice has not been issued within the prescribed time, the time of supply will
be the last date on which the invoice is required to be issued (03-10-2017) or date of receipt of
payment (09-10-2017), whichever is earlier.

Thus, the time of supply of the goods will be 03-10-2017.

21. Determine the time of supply from the following particulars:

8t September Community hall booked for a marriage, sum agreed ¥1,20,000,
advance 20,000 recorded in the books of account.

10™ September Advance amount credited in bank account.

24 November Marriage held in the Community hall.

18" December Invoice issued forX1,20,000 indicating the balance ofX1,00,000 payable

22" December Balance ¥1,00,000 recorded in the books of account.

24™ December Payment31,00,000 credited to the bank account

Sol. Aspersection 31(2) of the CGST Act, 2017 read with rule 47 of CGST Rules, 2017 a tax invoice is
to be issued within 30 days of supply of service. Inthe given case, the invoice is not issued within
the prescribed time limit. As persection 13(2) (b) of CGST Act, 2017, in a case where the invoice
is not issued within the prescribed time, the time of supply of service is -

(i) date of provision of service or
(if) date of recording the payment in the books of account of the supplier or
(iif) date of crediting of payment in the supplier’s bank account whichever is earlier.

Therefore, the time of supply of service to the extent of advance of ¥20,000 is 8™ September
(date of recording the payment in the books of account) as it is earlier than the date of crediting
of payment in the bank account and the date of provision of service.

The time of supply of service to the extent of the balance ¥1,00,000 is 2™ November, which is the
date of provision of service as it is earlier than the other two events in this case.

Time of Supply




22,

Sol.

23.

Sol.
24,

Sol.

25.

MS. ANTIRA, a RP, supplied certain goods to Mr. G, also a RP. The tax in respect of the said goods
is liable to be paid on Reverse Charges basis. Other details of the transaction are as under:;

You are required to determine the time of supply of goods under reverse charge basis
Time of supply of Goods in the given case, shall be earlier of the following dates

Date of receipt of goods by Mr. G 26.11.17

Date on which the payment is made entered in the books of accounts by [ 22.12.17
Mr G

Date when the payment is debited in bank account of Mr. G 24.12.17

Date immediately following 30 days from the date of issue of invoice by [ 21.12.17
the supplier

Thus, the time of supply of goods shall be 26.11.2017 being the earliest of four stipulated dates
specified above.

Mt Ram sold goods to M. Ravi worth ¥5,00,000. The invoice was issued on 15™ November. The
payment was received on 31°*October. The goods were supplied on 20™ November. Find the time
of supply of goods. Previous year turnover of Mr. Ram was 372 lakhs.

Time of supply of goods = 15 November,

M /s AB Qil Corporation entered into a contract with Mr. B to supply oil throughout the year M/s
AB 0il Corporation issues monthly statement for the oil supplied to Mr. B. Determine the time of
supply of goods in following independent cases:

(i) Mr. B made payment for the month of July on 315" July 2017 and M/s AB 0il Corporation
issued a statement for the month of July on 8% August 2017.

(i) M/s AB Qil Corporation issued a statement for the month of August on 5% September 2017,
the payment of which was not received till 30" September 2017.

(i) 31%tJuly 2017 will be the time of supply. Earliest of the following:
o Date of Invoice: 8" August 2017
o Last date on which invoice has to be issued in case of continuous supply:
o Date of payment (31.07.2017) or
o statement (08.08.2017), whichever is earlier i.e. 315 July 2017.
(if) 5% September 2017 will be the time of supply. Earliest of the following:
o Date of Invoice: 5% September 2017.
o Last date on which invoice has to be issued:
o Date of payment (not known) or

o Statement (05.09.2017), whichever is earlier i.e. 5 September 2017,

ABC & Co., a Cost Accountants firm issued invoice for services rendered to Mr. Ram on 5™ August
2017. Determine the time of supply in following independent cases:

(i) The provisions of services were completed on 15 July 2017.
(if) The provisions of services were completed on 15% July 2017.

(iif) Mr. Ram made the payment on 3" July 2017, where provisions of services were remaining
to be completed.

(iv) Mr. Ram madethepaymenton15% August 2017, where provisions of services were remaining
to be completed.
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Sol.

26.

Sol.

27.

Sol.

28.

Sol.

29,

Sol.

Time of Supply

(1) 1%%July 2017 will be the time of supply of services as invoice is not issued within the time
frame of 30 days.

(if) 5™ August 2017 will be the time of supply of services as invoice is issued within the time
frame.

(iif) 3 July 2017 will be the time of supply of services as payment received before invoice date.

(iv) 5% August 2017 will be the time of supply of services as invoice is issued before the completion
of provisions of services.

C Ltd., a registered firm, received services from Raman & Co., an Advocate firm., an unregistered
person. The firm issued an invoice to C Ltd. on 1°* July 2017. Determine the time of supply of
services in the following independent cases:

() C Ltd. made the payments to the firm on 15% August 2017,

(if) C Ltd. made the payments to the firm on 11 September 2017.
Note: C Ltd turnover in the preceding financial year was %2 crore

(i) Time of supply of service = 15-08-2017

Note: as payment made earlier than the date immediately following 60 days from the date
of issue of invoice.

(if) Time of supply of service = 30-08-2017

Note: as payment made after the date immediately following 60 days from the date of issue
of invoice.

X Ltd. & Y Ltd. (London) is associated with enterprises. X Ltd., a registered firm received the
services of Y Ltd., an unregistered firm. Determine the time of supply in following cases:

() X Ltd. recorded the liability in the books on 15 July 2017 and payment will be made in the
next month.

(if) X Ltd. made advance payment to Y Ltd. on 10™ July and recorded liability in the books on
15% Aug 2017.

() Time of supply = 15-07-2017

Note: as the date of entry in the books is prior to the date of payment.
(if) Time of supply =10-07-2017

Note: as the payment is made earlier to the date of entry in the books.

Reliable Industries, a readymade garment manufacturer issued the voucher on 10-07-2017 to
their prospective customer for enabling them to buy readymade garments manufactured by them
from their shop. Customer purchased readymade garments on 20 Aug 2017,

Find the time of supply of goods?

Time of supply of goods = 10-07-2017

Note: time of supply will be the issuance of the voucher. Since, the voucher is identifiable with
the goods.

Shoppers Stop store, a large retailer who sells various types of products like readymade garment,
jewellery, cosmetics, fabrics, shoes etc., issued the voucher on 10-07-2017 to their prospective
customer for enabling them to buy any product from their shop. Customer purchased readymade
garments on 20" Aug 2017. Find the time of supply of goods?

Time of supply of goods = 20-08-2017

Note: time of supply will be the date of encashment of voucher (i.e. Redemption of voucher).
Since, the voucher is not identifiable with any specific product.




MULTIPLE CHOICE QUESTIONS

1. Date on which the supplier receives the payment as per section 12 of CGST Act is
(a) Date entered in books of accounts
(b) Date of credit in bank account
(c) Date entered in books of accounts or date of credit in bank account, whichever is earlier
(d) Date on which receipt voucher is issued by supplier
2. What is the time of supply of goods liable to tax under reverse charge mechanism?
(a) Date of receipt of goods
(b) Date on which the payment is made
(¢) Date immediately following 30 days from the date of issue of invoice by the supplier
(d) Earlier of (a) or (b) or (c)
3. What is the time of supply of vouchers when the supply with respect to the voucher is identifiable?
(a) Date of issue of voucher
(b) Date of redemption of voucher
(c) Date of entry in books of accounts
(d) Earlier of (@) or (b) or (¢)
4, What is the time of supply of vouchers when the supply with respect to the voucher is not
identifiable?
(a) Date of issue of voucher
(b) Date of redemption of voucher
(c) Date of entry in books of accounts
(d) Earlier of (a) or (b) or (c)
5. What is the time of supply of service if the invoice is issued within 30 days from the date of
provision of service?
(a) Date of issue of invoice
(b) Date on which the supplier receives payment
(c) Date of provision of service
(d) Earlier of (a) & (b)
6. What is the time of supply of service if the invoice is not issued within 30 days from the date of
provision of service?
(a) Date of issue of invoice
(b) Date on which the supplier receives payment
(c) Date of provision of service
(d) Earlier of (b) & (c)
7. What is the time of supply of service in case of reverse charge mechanism?
(@) Date on which payment is made to the supplier
(b) Date immediately following 60 days from the date of issue of invoice
(c) Date of invoice
(d) Earlier of (a) and (b)

8. What is the time of supply of service where services are received from an associated enterprise
located outside India?
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(a) Date of entry of services in the books of account of recipient of service
(b) Date of payment
(c) Earlier of (a) & (b)
(d) Date of entry of services in the books of the supplier of service

9. Mr. X enters into a contract with a client for supply of certain services on 18.12.2017. GST is
payable on such services under forward charge. Services are supplied on 25.12.2017 and invoiced
on 05.01.2018. The client makes payment by cheque for the services on 29.12.2017 and such
payment is credited to the bank account of Mr. X on 06.01.2018. The payment is recorded in the
books of account of the client and Mr. X on 30.12.2017 and 07.01.2018 respectively.

The time of supply of services is:
(a) 29.12.2017 (b) 30.12.2017
(c) 06.01.2018 (d) 05.01.2018

10. Mr. A purchases redeemable vouchers worth INR 8000/- on 1%* January. The vouchers are
redeemable against purchase of any goods. The vouchers are valid till 30™ June. What will be the

time of supply in case of such vouchers?
(a) 1%'January

(b) 30™ June

(¢) The date of redemption of vouchers
(d) None of the above

11. M/s. Ramchandra Associates has received some taxable services from Mohan Dalal (P) Ltd. on
12.01.20XX by making a cash payment of ¥5,00,000 on the same day. The paymentwas entered in
the books of account of M /s. Ramchandra Associates on 16.01.20XX and in the hooks of account of
Mohan Dalal (P) Ltd. on 20.01.2 0XX. The invoice was issued by Mohan Dalal (P) Ltd. on 18.01.2 0XX.

Determine the time of supply in the given case.
(a) 12.01.20XX (b) 16.01.20XX

(¢) 18.01.20XX (d) 20.01.20XX

Answer Key

1.(c) | 2.(d | 3.(a) [4 (D) |5(d]|6(d]|7(d]8(]9I(d |10 (]
11. (¢)
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Value of Supply

7

THEORY

GST is payable (i) on supply of goods and for services for a consideration in the course of or furtherance of
business; (if) on certain supplies made without a consideration as specified in Schedule I to the CGST Act.

As GST is an ad valorem levy, i.e. it is levied as a percentage of the value of supply of goods and/
or services, it becomes important to know how to arrive at the value on which tax is to be paid.
Provisions relating to ‘value of supply’ set out the mechanism to compute such a value basis which
CGST and SGST /UTGST (intra-State supply) and IGST (inter-State supply) should be paid.

Section 15(1) Transaction value

Transaction value is the price actually paid or payable for the said supply of goods or services or both.
Transaction value shall be accepted as Value of Supply if following two conditions are satisfied:

1. Supply is between two unrelated persons, and

2. Price is the sole consideration.

Section 15(2) Inclusions In Value Of Supply

The value of supply includes Following Elements:

1. Taxes, duties, cesses, fees and charges other than CGST, SGST, UTGST, GST Compensation Cess, if
charged separately.

Note: TCS under Income-Tax Act, 1961 not includible in the taxable value for the purpose of GST

2. Any amount that the supplier is liable to pay in relation to supply but which has been incurred by
the recipient of the supply and not already included in the price.

3. Incidental expenses, such as, commission and packing, charged by the supplier to the recipient of
a supply

Qutward freight, transit insurance

Where the supplier agreesto deliverthe goods at the buyer’s premises and arranges for transport
and insurance, the contract of supply becomes a composite supply; the principal supply being
the supply of goods. Therefore, outward freight and transit insurance become part of the value of
the composite supply and GST is payable thereon at the same rate as applicable for the relevant
goods. However, if the contract for supply is on ex-factory basis where buyer pays the outward
freight and insurance, thesame will not be included in the value of supply of goods.

4. Any amount charged for anything done by the supplier in respect of the supply of goods and/or
services at the time of, or before delivery of goods /supply of services.



5. Interest or late fee or penalty for delayed payment of consideration.

6. Subsidies,directlylinked totheprice, otherthansubsidies givenbythe State or Central Governments.
It must be noted that only subsidies directly linked to the price of goods /services are added to the
value. Blanket subsidy/donation received are not includible in the value. Note that if the subsidy is
given by the State or Central Government, it is not to be added to the value of supply.

Section 15(3) Exclusion of discounts from Value Of Supply
The value of the supply shall not include any discount which is given—

1. Before or at the time of the supply if such discount has been duly recorded in the invoice issued in
respect of such supply;

2. After the supply has been effected, if—

(1) 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

(if) Input tax credit as is attributable to the discount on the basis of a document issued by the
supplier has been reversed by the recipient of the supply.

Allowability of certain specific types of discounts offered by the suppliers

(/) Staggered discounts (‘Buy more, Save more’ offers): In case of staggered discounts, rate of
discount increases with increase in purchase volume. For example- One may get a 10% discount
for purchases above ¥5,000/-, 20% discount for purchases above ¥10,000/- and 30% discount
for purchases above 20,000 /-. Such discounts are shown on the invoice itself.

Such discounts are excluded to determine the value of supply.

(if) Periodic/year ending discounts/volume discounts: These discounts are offered by the
suppliers to their stockists, etc. For example - Get an additional discount of 1% if you purchase
10,000 pieces in a year, get an additional discount of 2% if you purchase 15,000 pieces in a year.
Such discounts are established in terms of an agreement entered into at or before the time of
supply though not shown on the invoice as the actual quantum of such discounts gets determined
after the supply has been effected and generally at the year end. In commercial parlance, such
discounts are colloquially referred to as “volume discounts” Such discounts are passed on by the
supplier through credit notes.

Such discounts are excluded todeterminethevalue of supply provided they satisfy the parameters
laid down in section 15(3), including the reversal of ITC by the recipient of the supply as is
attributable to the discount on the basis of document (s) issued by the supplier.

(iii) Secondary discounts: These are the discounts which are not known at the time of supply or are

offered after the supply is already over. For example, M /s A supplies 10,000 packets of biscuits to
M/s B at ¥10/- per packet. Afterwards, M /s A re-values it at T9/- per packet. Subsequently, M/s
A issues a credit note to M/s B for X1 /-per packet.
Such secondary discounts shall not be excluded while determining the value of supply as such
discounts are not known at the time of supply and the conditions laid down in section 15(3)(b)
are not satisfied. It may be noted that financial/commercial credit note(s) can be issued by the
supplier even if the conditions mentioned in section 15(3)(b) are not satisfied. Such credit notes
do not include GST, and do not have any impact on value of supply for the purposes of GST.

Value of Supply




Example

1. PinkandBluePvt. Ltd. (PBPL) soldgoodstoOrange Pvt. Ltd. (OPL) on 15" Januaryat350,000
(exclusive of taxes and discounts) and charged 39,000 as IGST @18%. The terms of supply
stipulated that discount @2% will be givento OPL if it makes the payment within one month
of the supply. OPL avails the input tax credit 0of¥9,000 in the month of Januaryand makes the
payment forthe goods on 10 February. PBPL issues credit note for¥1180 [31,000 for value
of discount and 3180 forproportionate IGST leviable thereon] toOPLon 11™ February. After
receiving credit note, OPL reverses the input tax credit of 180 attributable to the discount
given by the PBPL. PBPL can reduce its GST liability of the month of February by 180.
OPL would have paid 57,820 (350,000 +39,000 -31,000 —%¥180) to PBPL on 10" February

2. Intheabove example, if the terms of supply did not provide for discount @2% for payment
within one month but PBPL offers such discount to OPL at the time of payment after
negotiation, the discount will not be allowed as a deduction from the value. PBPL will issue
a commercial credit note for only the value of discount, i.e. for<1,000. OPL will not reverse
any input tax credit and PBPL will also not be able to reduce its GST liability for the month
of February. In this case, OPL would pay ¥58,000 {Z50,000 + 39,000 —%1,000) to PBPL on
10 February:.

3. The agreement of Raju Electrical Appliances with its dealers is that purchase of rice cookers
over 1000 pieces in the Diwali month will entitle them to a discount of 5% per cooker.
Therefore, the quantum of discount can be determined only at the end of Diwali month.
However, since the agreement relating to discount was in existence at the time of supply,
and the discount can be worked out for each invoice, such post supply discount will be
allowed as a deduction from the value of supply of rice cookers.

Raju Electrical Appliances can issue credit note for 5% of the value of goods along with GST
and claim adjustment of excess tax paid. The dealer must reverse the proportionate input
tax credit on the relevant stock to bring it in line with the reduced tax.

4. A company announces turnover discounts after reviewing dealer performance during the
year. The discounts are based on performance slabs and are given as cash-back. As these
discounts were not known at the time of supply of the goods, they will not be deducted
from the value of those goods. Hence, the company will not be able to adjust excess tax paid
from its tax liability.
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QUESTION BANK

1. Black and White Pvt. Ltd. has provided the following particulars relating to goods sold by it to
Colorful Pvt. Ltd.

Particulars ~ Amount
List price of the goods (exclusive of taxes and discounts) | 50000
Tax levied by Municipal Authority on the sale of such goods 5000
CGST and SGST chargeable on the goods 10440
Packing charges (not included in price ahove) 1000

Black and White Pvt. Ltd. received Y2000 as a subsidy from an NGO on sale of such goods. The
price of 50,000 of the goods is after considering such subsidy.

Black and White Ltd. offers a 2% discount on the list price of the goods which is recorded in the
invoice for the goods. supply made by Black and White Pvt. Ltd.

Sol.

Computation of Value of taxable supply

Particulars
List price of the goods (exclusive of taxes and discounts) 50000
Tax levied by Municipal Authority on sale of such goods [Includible in value - 5000
sec 15(2])(a)]

CGST & SGST chargeable on the goods [Not includible in the value as per section
15(2)(a)]

Packing charges [Includible in the value as per section 15(2)(c]] 1000
Subsidy received from a non-Government body [Since subsidy is received from 2000
a non-Government body, the same is included in the value in terms of section

15(2)(e]]

Total 58000
Less: Discount @ 2% on 50,000 [Since discount is known at the time of supply, 1000
it is deductible from the value in terms of section 15(3)(a)]

Value of Taxable supply 57000

2. Samriddhi Advertisers conceptualized and designed the advertising campaignfor a new product
launched by New Moon Pvt Ltd. for a consideration of%5,00,000. Samriddhi Advertisers owed
320,000 to one of its vendors in relation to the advertising service provided by it to New
Moon Pvt Ltd. Such liability of Samriddhi Advertisers was discharged by New Moon Pvt Ltd.
New Moon Pvt Ltd. delayed the payment of consideration and thus, paid ¥15,000 as interest.
Assume the rate of GST to be 18%. supply made by Samriddhi Advertisers.
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Sol.

Sol.

Sol.

Computation of value of taxable supply

Service Charges 500000

Payment made by New Moon Pvt. Ltd to vendor of Samriddhi Advertisers [Liability 20000
of the supplier being discharged by recipient, is includible in the value in terms of
sec 15(2)(b]]

Interest for delay in payment of consideration [Includible in the value in terms of 12712
section 15(2)(d)-Refer note below] (rounded off)

Value of taxable Supply 532712

Note:

The interest for delay in payment of consideration will be includible in the value of supply but the
time of supply of such interest will be the date when such interest is received in terms of section
13(6). Such interest will be taken to be inclusive of GST and the value will be computed by making
back calculations [Interest /100 + tax rate) x 100].

AK] Foods Pvt. Ltd. gets an order for supply of processed food from a customer. The customer
wants the consignment tested for gluten or specified chemical residues. AK] Foods Pvt. Ltd. does
the testing and charges a testing fee for the same from the customer. AK] Foods Pvt. Ltd. argues
that such testing fess should not form part of the consideration for the sale as it is a separate
activity.

Is his argument correct in the light of section 157

Section 15(2) mandates the addition of certain elements to transaction value to arrive at taxable
value. Clause (c) of section 15(2) specifies that the amount charged for anything done by the
supplier in respect of the supply at the time of or before delivery of goods or supply of services
shall be included in taxable value.

Since AK] Foods Pvt. Ltd. does the testing before the delivery of goods, the charges therefore will
be included in the taxable value. Therefore, AK] Foods Pvt. Ltd. Rs argument is not correct. The
testing fee should be added to the price to arrive at the taxable value of the consignment.

. A philanthropic association makes a substantial donation each year to a reputed private

management institution to subsidize the education of low income group students who have
gained admission there. The fee for these individuals is reduced thereby, coming to X3 lakh a year
compared to X5 lakh a year for other students.

What would be the taxable value of the service of coaching and instruction provided by the
institution?

As per section 15(2)(e), the value of a supply includes subsidies directly linked to the
price, excluding State Government and Central Government subsidies. In this case, the
subsidy is not from the Government but is from a philanthropic association. Therefore,
the subsidy is to be added back to the price to arrive at the taxable value, which comes
to T5 lakh a year.

Mezda Banners, an advertising firm, gives an interest-free credit period of 30 days for payment
by the customer. Its customer ABC paid for the supply 32 days after the supply of service. Mezda
Banners waived the interest payable for a delay of two days.
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The Department wants to add interest for two days as per contract. Should notional interest be
added to the taxable value?

Sol. This is a supply that is valued as per transaction value under section 15(1) as the price is the
sole consideration for the supply and the supply is made to an unrelated person. The concept of
transaction value has been expanded to include certain elements like interest which are actually
payable. Once waived, the interest is not payable and is therefore, not to be added to transaction
value.

6. Crunch Bakery Products Ltd sells biscuits and cakes through its dealers, to whom it charges the
list price minus standard discount and pays GST accordingly. When goods remain unsold with
the dealers, it offers additional discounts on the stock as an incentive to push the sales.

Can this additional discount be reduced from the price at which the goods were sold and
concomitant tax adjustments made?

Sol. The discounts were not known or agreed at the time of supply of goods to the dealers. Therefore,
such discounts cannot be reduced from the price on which tax had been paid in terms of section
15(3).

7. Red Pepper Ltd,, Delhi, a registered supplier, is manufacturing taxable goods. It provides the
following details of taxable inter-State supply made by it for the month of March, 20XX.

List price of goods supplied inter-state (exclusive of taxes) 15,00,000

Subsidy received from Central Government for supply of taxable goods to 2,10,000
Government School.

Subsidy received from a NGO for supply of taxable goods to an old age home 50,000
Tax levied by Municipal Authority 20,000
Packing charges 15,000
Late fee paid by the recipient of supply for delayed payment of invoice 6,000

The list price of the goods takes into account the two subsidies received. However, the other
charges/taxes /fee are charged to the customers over and above the list price. Calculate the
value of taxable supply made by M/s Red Pepper Ltd. for the month of March, 20XX. Rate of
IGST is 18%.

Sol. Computation of value of taxable supply made by Red Pepper Ltd. for the month of March, 20XX

Particulars N

List price of the goods Add: Subsidy amounting to ¥2,10,000 received from| 15,00,000
Central Government [Since subsidy is received from Government, the same is
not includible in the value in terms of section 15 of the CGST Act, 2017] Subsidy NIL
received from NGO [Since subsidy is received from a non-Government body, the

same is includible in the value in terms of section 15 of the CGST Act, 2017] 50,000
Tax levied by the Municipal Authority [Includible in the value as per section 20,000
15 of the CGST Act, 2017]

Packing charges [Being incidental expenses, the same are includible in the 15,000

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

Value of Supply W




Late fees paid by recipient of supply for delayed payment [Includible in the 5,085
value as per section 15 of the CGST Act, 2017] (assumed to be inclusive of taxes)
[¥6,000x 100/118] rounded off

Value of taxable supply 15,90,085

8. Amanufacturer of machinery supplied a special machine to Modern Furnishers. Following details
are provided in relation to amounts charged:

Particulars
(i) Price of machinery excluding taxes (before cash discount) | 5,00,000
Additional charges not included above:
(i) Freight 13,000
(iii) Packing charges 10,000
(iv) Charges for designing the machine 17,000

Otherinformation furnished is:

(a) Cash discount @ 2% on price of machinery has been allowed to the customer at the time
of supply and also recorded in invoice.
(b) GST rate - 18%.

Calculate value of supply of the special machine.

Sol.

Particulars 3
Price of machinery 5,00,000
Add: Freight 13,000
Packing charges 10,000
Designing charges 17,000
Total 5,40,000
Less: 29 cash discount on price of machinery [X5,00,000 x 2%] [Note 4] 10,000
Value of taxable supply 5,30,000

Notes:

1.  Supplyof machinery (goods) with supply of ancillary services like freight is a composite supply,
the principle supply of which is the supply of machinery. Thus, value of such ancillary supply
is includible in the value of composite supply.

2. Allincidental expenses including packing charged by the supplier to the recipient of a supply
are includible in the value of supply in terms of section 15(2)(c) of CGST Act, 2017.

3. Designing charges are includible in the value of supply as any amount charged for anything
done by the supplier in respect of the supply of goods at the time of, or before delivery of
goods is so includible in terms of section 15(2)(c) of CGST Act, 2017.

4.  Cash discount was given at the time of supply and also recorded in invoice, so the same is
nottobe included while computing value of supply in terms of section 15(3)(a) of CGST Act,
2017,

9. Candy Blue Ltd., Mumbai, a registered supplier, is manufacturing Chocolates and Biscuits. [t provides
the following details of taxable inter-state supply made by it for the month of October, 2017.

m Goods and Service Tax @




List price of goods supplied inter-state 12,40,000

Items already adjusted in the price given in (i) above: 1,20,000
(1) Subsidy from CG for supply of biscuits to Government School. 30,000
(if) Subsidy from Trade Association for supply of quality biscuits.

Items not adjusted in the price given in (i) above: 24,000
(iif) Taxlevied by Municipal Authority 1 é’ggg

(iv) Packing Charges
(v]) Late fee paid by the recipient of supply for delayed payment of

invoice

Calculate the value of taxable supply made by M /s Candy Blue Ltd. for the month of October, 2017.
Sol. Computation of value of taxable supply made by Candy Blue Ltd. for the month of October, 2017
List Price of the goods 12,40,000

Add: Subsidy amounting to ¥1,20,000 received from Central Government NIL
[Since subsidy is received from the Government, the same is not includible
in the value in terms of section 15 of the CGST Act, 2017.]

Subsidy received from Trade Association [Since subsidy is received from a 30,000
non-Government body, the same is includible in the value in terms of section

15 of the CGST Act, 2017.]

Tax levied by the Municipal Authority [Includible in the value as per section 15 24,000
of the CGST Act, 2017]

Packing charges [Being incidental expenses, the same are includible in the 12,000
value as persection 15 of the CGST Act, 2017]

Late fees paid by recipient of supply for delayed payment [Includible in the 5,000
value as persection 15 of the CGST Act, 2017]

Value of taxable supply 13,11,000

Note: In the above solution, list price of the goods and late fee for delayed payment of invoice
have been assumed to be exclusive of taxes.

10. Laxmi Ltd. of Bhopal (Madhya Pradesh] is a supplier of machinery. Laxmi Ltd. has supplied
machinery to PQR Enterprises in Indore (Madhya Pradesh) on 15 October, 2017. The invoice for
supply has been issued on 15*October, 2017. Thus, the time of supply of machinery is 15t October,
2017. Laxmi Ltd. and PQR Enterprise are not related. Following information is provided:

o Basicprice of machinery excluding all taxes but including design and engineering charges of
10,000 and loading charges 0of 20,000 -%20,00,000.

o Laxmi Ltd. provides 2 years free warranty for the machinery. Laxmi Ltd. also provides an
extended one-year warranty on payment of additional charges of31,00,000. PQR Enterprises
opted for a one-year warranty.

o LaxmilLtd. has collected consultancy charges in relationtopre-installation planning of 10,000
and freight and insurance charges from place of removal to buyer’s premises of 20,000.
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o Laxmi Ltd. received a subsidy of 50,000 from the Central Government for supplying the
machinery to backward regions since the receiver was located in a backward region. Laxmi
Ltd. also received 50,000 from the joint venture partner of PQR Enterprises for making timely
supply of machinery to the recipient.

o A cash discount of 1% on the basic price of the machinery is offered at the time of supply, if
PQR Enterprises agrees to make the payment within 30 days of the receipt of the machinery at
his premises. Discount @ 1% was given to PQR Enterprises as it agreed to make the payment
within 30 days.

o The machinery attracts CGST and SGST @ 18% (9% + 9%) and IGST @18%. Compute the
CGST and SGST or IGST payable, as the case may be, on the machinery.

Sol.
Computation of GST payable

Price of the machinery [Note 1] 20,00,000
Add: Extended warranty cost [Note 2] 1,00,000
Consultancy charges in relation to pre-installation planning [Note 4] 10,000
Freight and insurance charges [Note 3] 20,000
Subsidy received from Central Government [Note 5] Nil
Receipts from Joint Venture of PQR Enterprises [Note 5] 50,000
Less: 1% discount on basic price* =%20,00,000 x 1% [Note 6] (20,000)
Value of supply 21,60,000
CGST @ 9% [Note 7] 1,94,400
SGST @ 9% [Note 7] 1,94,400
Notes:

1. Laxmi Ltd. and PQR Enterprises are not related and price is assumed to be the sole
consideration for the supply. Therefore, in terms of section 15(1) of the CGST Act, 2017,
the value of the supply is the transaction value i.e, price actually paid or payable for the
machinery by PQR Enterprises.

Design and engineering charges are includible in the value of supply as any amount charged
for anything done by the supplier in respect of the supply of goods at the time of, or before
delivery of goods is so includible in terms of section 15(2)(c) of CGST Act, 2017,

Further, loading charges being incidental expenses charged by the supplier to the recipient
of supply, are includible in the value as per section 15 (2)(c) of the CGST Act, 2017.

2. Supply of machinery (goods) with supply of ancillary services like extended warranty is a
composite supply, the principle supply of which is the supply of machinery. [Section 2{30) of
the CGST Act, 2017 read with section 2(90) of that Act]. Thus, value of such ancillary supply
is includible in the value of composite supply.

3. Supplyof machinery (goods) with supply of ancillary services like freight and insurance is a
composite supply, the principle supply of which is the supply of machinery [Section 2(30) of
the CGST Act, 2017 read with section 2(90) of that Act]. Thus, value of such ancillary supply
is includible in the value of composite supply.
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4,  Any amount charged for anything done by the supplier in respect of the supply of goods at
the time of, or before delivery of goods is includible in the value of supply in terms of section
15(2)(c) of CGST Act, 2017.

5. Subsidies provided by the Central Government and State Governments are not includible
in the value of supply in terms of section 15(2) (e) of the CGST Act, 2017. However, subsidy
directly linked to the price received from a non-Government body is includible in the value
in terms of section 15.

6. Cash discount has been given to PQR Enterprises upfront at the time of supply and thus
would have been recorded in the invoice and hence, the same is excluded from the value of
supply in terms of section 15(3)(a) of the CGST Act, 2017.

7. Inthe given case-
o the location of the supplier is in Bhopal (Madhya Pradesh); and

o the place of supply of machinery is the location of the machinery at the time at which
the movement of the same terminates for delivery to the recipient i.e., Indore (Madhya
Pradesh) vide section 10(1)(a) of IGST Act, 2017.

Therefore, as per section 8(1) of IGST Act, 2017, the given supply is an intra-State supply as the
location of the supplier and the places of supply are in the same State.

Thus, the supply will be leviable to CGST and SGST.

*Note: It is also possible to take a view that the basic price of the machinery is¥19,70,000 [¥20,00,000-
10,000 -320,000] and design and engineering charges and loading charges are added to such price.
Inthat case, 19 of discount amount will come out to be 19,700, value of supply would be 321,60,300
and CGST and SGST would be ¥1,94,427 each.

11. Vayu Ltd. provides you the following particulars relating to goods supplied by it to Agni Ltd.

Particulars T

I. List price of the goods (exclusive of Taxes and discounts). 76,000
Special packing at the request of the customer to be charged to the 5,000

customer.

Duty levied by local authority on the sale of such goods. 4,000

CGST and SGST charged in invoice. 14,400

Subsidy received from an NGO (The price of ¥76,000 given above is 5,000

After considering the subsidy

Vayu Ltd. offers 3% discount of the list price of the goods which is recorded in the invoice for the
goods. supplies made by Vayu Ltd.

Value of Supply




Sol.

Particulars
List price of the goods 76,000
Add: Special packing [Note 1] 5,000
Duty levied by local authority on sale of goods [Note 2] 4,000

CGST and SGST charged [Note 2] -

Subsidy received from an NGO [Note 3] 5,000

Less: Discount offered 2,280

= 3% of List price =X76,000 x 3% [Note-4]

Value of taxable supplies 87,720

Notes:

1. Being incidental expenses charged by the supplier to the recipient of supply, packing charges
are includible in the value as per section 15(2)(c) of the CGST Act, 2017.

2. Taxes, duties, etc. levied under any law for the time being in force other than CGST, SGST /
UTGST, IGST are includible inthe value aspersection15(2)(a) of CGST Act, 2017. Duty levied
by local authority on sale of goods has been assumed to be recovered from Agni Ltd. and not
included in the list price of the goods.

3. Subsidy directly linked to the price received from a non-Government body is includible in
the value in terms of section 15(2) (e) of CGST Act, 2017.

4.  Since discount is known at the time of supply, it is deductible from the value in terms of
section 15(3) (a) of CGST Act, 2017.

12. M/s. Flow Pro sold a machine to BP Ltd. It provides the following particulars in this regard:

Particulars
(0 Price of the machine (excluding taxes and incidental charges) 30,000
(i) Machine was subject to third party inspection, The inspection charges 5,000

have been directly paid by BP Ltd. to the inspection agency

(iif) | Freight charges for delivery of the machine (M /s Flow Pro has agreed to 2,000
deliver the goods at BP Ltd.'s premises)

(iv) | Subsidy received from State Government on sale of machine under skill 5,000
Development Programme. [The subsidy is directly linked to the price].

(v) Discount of 2% is offered to BP Ltd. on the price and recorded in the
invoice

Note: Items given in S. No. (if] to (v) have not been considered inthe price at S. No. (i). supply
made by M/s Flow Pro to BP Ltd.

m Goods and Service Tax @




Sol.

Particulars
‘Price of the machine (Price 30,000 - 5,000 subsidy) [Note-1] | 25,000
Third party inspection charges [Note-2] 5,000
Freight charges for delivery of the machine value [Note-3] 2,000
Total 32,000
Less: Discount @ 2% on 30,000 being price charged to BP Ltd. [Note-4] 600
Value of taxable supply 31,400
Notes:

1.  Since subsidy is received from the State Government, the same is deductible to arrive at
taxable value under section 15 of the CGST Act, 2017.

2. Anyamountthatthe supplier is liable to pay in relation to such supply but has been incurred
by the recipient is includible in the value of supply under section 15 of the CGST Act, 2017.

3. Since arranging freight is the liability of the supplier, it is a case of composite supply and
thus, freight charges are added to the value of principal supply.

Discount given before or at the time of supply if duly recorded in the invoice is deductible from

the value of supply under section 15 of the CGST Act, 2017.

13. Following are the particulars, relating to one of the machines sold by SQM Ltd. to ACD Ltd. in
the month of February 2020 at list price 0of ¥9,50,000. (exclusive of taxes and discount) Further,
following additional amounts have been charged from ACD Ltd:

(i) Municipal taxes chargeable on the machine 45,000

(i) Qutward freight charges (Contract was to deliver machine at ACD Ltd’s | 65,000
factory i.e. EO.R contract)

Additional information:

1.  SQM Ltd. normally gives an interest-free credit period of 30 days for payment, after that it charges
interest @ 1% p.m. or part thereof on list price.

ACD Ltd. paid for the supply after 45 days, but SQM Ltd. waived the interest payable.

2. SQM Ltd. received 50,000 as subsidy, from one non-government organization (NGQ) on
sale of such machines. This subsidy was not linked to the price of the machine and also not
considered in the list price 0f ¥9,50,000.

3. ACD Ltd. deducted a discount of ¥15,000 at the time of final payment, which was not as per
agreement.

4, SQM Ltd. collected 39,500 as TCS (tax collected at source) under the provisions of the Income
Tax Act, 1961.

Compute the value of taxable supply as per the provision of GST laws, considering that the price
is the sole consideration for the supply and both parties are unrelated to each other.

Notes: Correct legal provision should form part of your answer.
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Sol. Computation of value of taxable supply

Particulars

| List price (exclusive of taxes and discount) 9,50,000
(i) | Municipal taxes [Note-1] 45,000
(if) | Outward freight charges [Note-2] 65,000
Value of taxable supply 10,60,000

Notes:
1.  Taxes other than GST, if charged separately, are includible in the value in terms of section 15.

2. Since the contract is to deliver machines at the buyer’s factory, it is a composite supply
wherein the freight charges will be added to the value of principal supply of the machine.

3. Valueof supply includes interest charged for delayed payment. However, since the interest
on delayed payment has been waived off, the same has not been added to the value.

4.  Subsidy provided by non-Government bodies is includible in the value in terms of section
15 provided the same is directly linked to the price. Since the subsidy received from NGO is
not directly linked to the price of the machine, the same has not been added to the value.

5. Since the discount was not known or agreed to at the time of supply of goods to the buyers,
such discount cannot be reduced from the price, in terms of section 15.

6.  TCS is not includible in the value of supply as it is an interim levy not having the character
of tax.

MULTIPLE CHOICE QUESTIONS

1. Value of supply under section 15(1) is:
(a) Wholesale price
(b) Market value
(¢) Maximum retail price
(d) Transaction value

2. The value of supply should include:
(@) Any non-GST taxes, duties, cesses, fees charged separately by supplier
(b) Interest, late fee or penalty for delayed payment of any consideration for any supply

(c) Subsidies directly linked to the price except subsidies provided by the Central and State
Governments

(d) All of the above

3. Which of the following shall not be included in the value of supply?
(a) GST
(b) Interest
(c) Latefee
(d) Commission
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4, When canthe transaction value be rejected for computation of the value of supply?
(a) When the buyer and seller are related and price is not the sole consideration
(b) When the buyer and seller are related or price is not the sole consideration
(¢) It can neverbe rejected
(d) Both (a) & (b)
5. Which of the following statement(s) isfare correct?
(a) Section 15 of CGST Act prescribes different provisions for valuation of goods and services
(b) CGST Act and IGST Act have different provisions for valuation of supply
(c) Section 15 of CGST Act prescribes same set of provisions for valuation of goods and services
(d) (a)and (b)
6. Discount given after the supply is deducted from the value of supply, if -
(a) such discount is given as per the agreement entered into at /or before the supply
(b) such discount is linked to the relevant invoices

(¢) proportionate input tax credit is reversed by the recipient of supply
(d) all of the above

Answer Key

1. (d) 2. (d) 3. (a) | 4. (d) [ 5. (d | 6. (d)
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THEORY

Scheme of ITC

o The scheme is designed to avoid the cascading effect of taxes and make GST a destination-based tax.

o Broadly, ITC is available onall inputs, input services and capital goods used for purposes of business
of a taxable person. The exception is ‘blocked credit, where ITC is not available even when these
goods or services are used for purposes of business.

a ITC is used for payment of tax on taxable output supply to avoid cascading effect of taxes.

o GSTlawdoes not require‘onetoone’ correlationbetween inputs /input services and final products/
services. Any eligible ITC can be used for payment of tax on any taxable output supply.

Important Definition

1. Capital goods means goods, the value of which is capitalised in the books of account of the person
claimingthe ITC and which are used or intended to be used inthe course or furtherance of business
[Section 2(19)].

2. Exempt supply means supply of any goods or services or both which attracts a nil rate of tax or
which may be wholly exempt from tax under section 11, or under section 6 of the IGST Act, and
includes non-taxable supply [Section 2(47)].

3. Input means any goods other than capital goods used or intended to be used by a supplier in the
course or furtherance of business [Section 2(59)].

4, Input service means any service used or intended to be used by a supplier in the course or
furtherance of business [Section 2{60]].

5. Zero-rated supply means any of the following supplies of goods or services or both, namely:
(@) Exportof goods or services or both; or
() Supply of goods or services or both to a Special Economic Zone (SEZ) developer or a Special
Economic Zone unit [Section 16(1) of the IGST Act].
6. Non-residenttaxable person meansany person who occasionallyundertakes transactions involving
supply of goods or services or both, whether as principal or agent or in any other capacity, but who
has no fixed place of business or residence in India [Section 2(77)].

Section 16 Eligibility For Taking ITC

1. Registered person to take credit: Every registered person subject to Section 49, shall be entitled
totake credit of input tax charged on any supply of goods or services or both to him which are used
or intended to be used in the course or furtherance of his business. The input tax credit is credited
to the electronic credit ledger.



Input tax credit can be taken on the basis of any of the following documents:
Invoice issued under section 31
Debit note issued under section 34
Bill of entry
Invoice prepared in respect of reverse charge basis u/s 9(3) and 9(4)
Document issued by ISD u/r 7(1) for distribution of credit referred u/r 4(1)(g)

2. Conditions for availment of credit by registered person: Subject to section 41, input tax credit
is available only if -

(@) The said goods or services or both are used or intended to be used in the course or in the
furtherance of his business;

(b) He is in possession of tax invoice/debit note/tax-paying document issued by a supplier

registered under this Act (listed above);
(c) Hehas received the said goods or services
“Bill to Ship to” Model:

Goods delivered to another person on the direction of the registered person by way of

transfer of documents of title or otherwise, either before or during the movement, are

deemed to have been received by such registered person. So, ITC will be available to the
registered person, on whose order the goods are delivered to a third person.

(d) The supplier has paid the said amount of tax (as charged in the invoice) to appropriate
Government in cash or by way of utilisation of input tax credit, as admissible;

(e) He - claimant of input tax credit - has furnished return under section 39 in FORM- GSTR 3B;
Rule 36(4)

No input tax credit shall be availed by a registered person in respect of invoices or debit
notes the details of which are -

Not furnished by the supplier in the statement of outward supplies in FORM GSTR-1 or
using the invoice furnishing facility; or the details of such invoices or debit notes have been
not communicated to the registered person in FORM GSTR-2B.

3. Goodsreceived in instalments: If goods are received in instalments against a single invoice, credit
can be taken upon receipt of last instalment of goods.

4, If recipient of goods or service or both has not paid the supplier within 180 days from date of
invoice (except in case of reverse charge), the amount equal to input tax credit availed along with
the interest will be added to output liability of the recipient. The said input tax credit can be re-
availed on payment of value of supply and tax payable thereon
Exceptions
This condition of payment of value of supply plus tax within 180 days does not apply inthe following
situations:

(a) Supplies on which tax is payable under reverse charge

(b) Deemed supplies without consideration

(¢) 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.

Under situations given in points (b) & (¢), the value of supply is deemed to have been paid.
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5. Claim of depreciation on tax component disqualifies a recipient of Capital goods from availment of
input tax credit.

6. Time limit for availment of ITC extended - Sec 16(4)
ITC on invoices relating to a FY or debit notes issued in any FY) can be availed on or before:
(a) 30th November of the succeeding FY (after end of FY to which such invoice or debit note pertains)
(b) Actual Date of filing of annual return (GSTR-9) for the relevant year.

Eg. X1td. has received invoice dated 10th December, 2023, In this case last date for taking ITC shall
be 30/11/2024 but if annual return has been filed on 31st July 2023, last date shall be 31st July
2023.

Ifany debit note has been issued in connection with any invoice, date of debit note shall be taken
into consideration for the purpose of determining the time limit and not the date of invoice to

which it relates, eg. Invoice is issued on 12 /02 /2023 and debit note is issued on 28/05/2024

in this case ITC can be taken maximum upto 20/11/2025 or the date of filing annual return
whichever is earlier.

Restrictions on use of amount available in electronic credit ledger [Rule 86B]

A registered person shall not use the amount available in electronic credit ledger to discharge his
liability towards output tax in excess of 99% of such tax liability, in cases where the value of taxable
supply other than exempt supply and zero-rated supply, in a month exceeds 350 lakh.

Example

The total value of inter-State supply of Raman & Sons for the month of February 2021 is of X100
lakh. Said supply is taxable @ 18% IGST. Thus, total output tax liability of Raman & Sons is ¥18 lakh.
Amount available in the electronic credit ledger is 20 lakh (IGST).

In terms of restriction imposed by rule 86B, Raman & Sons can discharge 99% of its output tax
liability, i.e. ¥17,82,000 (99% of ¥18,00,000) from the amount available in electronic credit ledger.
However, it has to mandatorily discharge the balance 1% of the output tax liability i.e. X 18,000 (1%
of ¥18,00,000) through electronic cash ledger only.

Exceptions
This restriction shall not apply in following cases:

(@) Where the said person/proprietor/karta/managing director/any of its two partners, whole-
time directors, members of Managing Committee of Associations or Board of Trustees, as the
case may be, have paid more than ¥1 lakh as income tax1 in each of the last 2 financial years.

(b) Where the registered person has received a refund of more than 1 lakh in the preceding FY
on account of unutilised ITC in case of () zero rated supplies made without payment of tax or
(if) inverted duty structure.

(c) Where the registered person has discharged his liability towards output tax through the
electronic cash ledger for an amount which is in excess of 1% of the total output tax liability,
applied cumulatively, up to the said month in the current financial year.

(d) Where the registered person is:

© Government Department
o Public Sector Undertaking
o Local authority

o Statutory body
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However, the Commissioner or an officer authorised by him in this behalf may remove the said
restriction after such verifications and such safeguards as he may deem fit.

Example 1

From the following information determine the amount of input tax credit admissible to ABC Ltd. in
respect of various inputs purchased during the month of September.

CGST & IGST
®

Goods purchased without invoice 25,000

Purchases

Goods purchased from PQR Ltd. (full payment is made by ABC Ltd. to PQR Ltd. 120000
against such supply but tax has not been deposited by PQR Ltd.) e
Purchases of goods not to be used for business purposes 18,000
Purchases of goods from TT Ltd. is received in month of September, but goods were

; : 24,000
received in month of October)
Goods purchased against a valid invoice from FF Ltd. Tax has been deposited by
FF Ltd. ABC Ltd. has made payment to FF Ltd. for such purchases in the month of 36,000
October.

Example 2

XYZ Itd. purchased goods valuing %6,00,000 (exclusive of CGST and SGST @9% each) under the cover
of invoice dated 25 December, 2022. The company made payment to the supplier on the same date.
Since there was a doubt regarding admissibility of tax credit on such inputs, the company did not take
the input tax credit at the time of receipt of input. The company did not take the input tax credit at
the time of receipt of input. The company obtained clarification from a legal consultant who opined
that the goods were eligible as inputs under input tax credit Rules. The opinion was received on
05-05-2023. The company now wants to avail input tax credit of the tax paid on such inputs. Can itdo
so? The company has filed its annual return for the year 2022-23 on 12-08-2025.

Example 3

X Pvt. Ltd. a registered manufacturer is engaged in taxable supply of goods. Procured the following
goods during the month of October. The same has been capitalised in the books of accounts of X Ltd.
Determine the amount of input Tax credit available by giving necessary explanations for treatment of
various items.

_ Input tax (¥
Electrical transformers used in the factory 2,16,000
Moulds and dies used in the factory 26,000
Pollution control equipment used in the factory 2,34,000

Capital goods purchased on which depreciation has been taken on full value 1,35,000
including input tax thereon

Capital goods used as parts purchased from suppliers who paid tax of 10,000 under
consumption scheme and the composite tax has not been collected from X Ltd.
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Section 17: Apportionment of Credit and Blocked credit

1. Where the goods or services or both are used by the registered person partly for the purpose of
any business and partly for other purposes, the amount of credit shall be restricted to so much of
the input tax as is attributable to the purposes of his business.

2. Where the goods or services or both are used by the registered person partly for effecting taxable
supplies including zero-rated supplies under this Act or under the Integrated Goods and Services
Tax Act, and partly for effecting exempt supplies under the said Acts, the amount of credit shall be
restricted to so much of the input tax as is attributable to the said taxable supplies including zero-
rated supplies.

3. The value of exempt supply shall be computed as per rule 42 and 43. Exempt supplies shall include
supplies onwhich the recipient is liabletopay taxon reverse charge basis, transactions in securities,
sale of land and building. If Goods /Services have been supplied by a person and GST is to be paid
by the recipient under reverse charge, it will be considered to be exempt supply for the supplier
and tax credit is not allowed.

‘Explanation.—For the purposes of this sub section, the expression “value of exempt supply”
shall not include the value of activities or transactions specified in Schedule IlI, except those
specified in paragraph 5 of the said Schedule.

4. Abanking company or a financial institution including a non-banking financial company, engaged
in supplying services by way of accepting deposits, extending loans or advances shall have the
option to either comply with the provisions of sub-section (2}, or avail of, every month, an amount
equal to fifty per cent of the eligible input tax credit on inputs, capital goods and input services in
that month and the rest shall lapse.

Provided that the option once exercised shall not be withdrawn during the remaining part of the
financial year.

Provided further that the restriction of fifty per cent shall not apply to the tax paid on supplies
made by one registered person to another registered person having the same Permanent Account
Number.

5. Notwith standing anything contained in sub-section (1) of section 16 and subsection (1) of section
18, input tax credit shall not be available in respect of the following namely:

1. (a) Motor vehicles for transportation of persons having approved seating capacity of not more
than thirteen persons (including the driver), except when they are used for making the
following taxable supplies, namely:—

(a) Further supply of such motor vehicles; or
(b) Transportation of passengers; or
(¢) Imparting training on driving such motor vehicles;

Motor vehicles exclude -
Vehicle running upon fixed rails
Special purpose vehicles for being used in a factory or any enclosed premises

Vehicle with less than 4 wheels fitted with engine capacity of upto 25cc - (Thus, railways,
two/three wheelers with engine capacity of upto 25ce, bicycle etc. do not fall in the definition
of motor vehicle.)
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(aa) Vessels and aircraft except when they are used—
(1) For making the following taxable supplies, namely:

(a) Further supply of such vessels or aircraft; or

(b) Transportation of passengers; or

(c) Imparting training on navigating such vessels; or
(d) Imparting training on flying such aircraft;

(if) Fortransportation of goods;

(ab) Servicesofgeneral insurance, servicing, repair and maintenance in so far as they relate to motor
vehicles, vessels or aircraft referred to in clause (a) or clause (aa):
Provided that the input tax credit in respect of such services shall be available—
() Where the motor vehicles, vessels or aircraft referred to in clause (a) or clause (aa) are

used for the purposes specified therein;

(if) where received by a taxable person engaged—

(b)

(i)
(iif)

(/) Inthe manufacture of such motor vehicles, vessels or aircraft; or

(1) Inthe supply of general insurance services in respect of such motor vehicles, vessels or
aircraft insured by him;

The following supply of goods or services or both—

Food and beverages, outdoor catering, beauty treatment, health services, cosmetic and
plastic surgery, leasing, renting or hiring of motor vehicles, vessels or aircraft referred to in
clause (a) or clause (aa) except when used for the purposes specified therein, life insurance
and health insurance:

Provided that the input tax credit in respect of such goods or services or both shall be available
where an inward supply of such goods or services or both is used by a registered person for
making an outward taxable supply of the same category of goods or services or both or as
an element of a taxable composite or mixed supply; or Such goods and/or services when
provided by an employer to its employees under a statutory obligation

Membership of a club, health and fitness centre; and

Travel benefits extended to employees on vacation such as leave or home travel concession:
Provided that the input tax credit in respect of such goods or services or both shall be
available. Where it is obligatory for an employer to provide the same to its employees under
any law for the time being in force.

2. Works contract services when supplied for construction of immovable property, other than
plant and machinery, except where it is for further supply of works contract service;

Section 2(119) “Works Contract” means a contract for building, construction, fabrication,
completion,erection,installation, fittingout, improvement, modification, repair, maintenance,
renovation, alteration or commissioning 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.

Meaning of plant and machinery

“Plant and machinery” means apparatus, equipment, and machinery fixed to earth by
foundation or structural supports 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.
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3. Goods or services received by a taxable person for construction of an immovable property on
his own account, otherthan plantand machinery, eventhough it isused in course or furtherance
of business;

Goods or services or both on which the tax is paid under composition scheme.

Goods or services or both received by a non-resident taxable person except on goods imported by him.
Goods or services or both used for personal consumption.

Goods lost, stolen, destroyed, written off or disposed of by way of gift or free samples.

e A B

-

Return of time-expired goods by treating the same as fresh supply

In case the person returning the time expired goods is a registered person (other than a
composition taxpayer), he may, at his option, return the said goods by treating it is as a fresh
supply and thereby issuing an invoice for the same (hereinafter referred to as the, “return
supply”). The value of the said goods as shown in the invoice on the basis of which the goods
were supplied earlier may be taken as the value of such return supply. The wholesaler or
manufacturer, as the case may be, who is the recipient of such return supply, shall be eligible to
avail ITC of the tax levied on the said return supply subject to the fulfilment of the conditions
specified in section 16.

In case the person returning the time-expired goods is a composition taxpayer, he may return the
said goods by issuing a bill of supply and pay tax at the rate applicable to a composition taxpayer.
In this scenario there will not be any availability of ITC to the recipient of return supply. In case the
person returning the time-expired goods is an unregistered person, he may return the said goods
by issuing any commercial document without charging any tax on the same.

Where the goods returned by the retailer /wholesaler as a fresh supply, are destroyed by the
manufacturer, he/she is required to reverse the ITC availed on the return supply in terms of
section 17(5)(h). It is pertinent to mention here that the ITC which is required to be reversed
in such scenario is the ITC availed on the return supply and not the ITC that is attributable to
the manufacture of such time expired goods.

The clarification may also be applicable to return of goods for reasons other than being time
expired.

LY

8. Taxpaid interms of sections 74,129 and 130.

1. Determine the amount of input tax credit available to Posco Ltd. in respect of the following items
procured by them in the month of January:

() | Inputused for the manufacture of the final product 72,000

(i) Food e’md beverages procured from sweet caterers for being used in 48,000
dealer’s meet

(iif) | Goods used for providing services during warranty period 12,000

(iv] Goods used for setting up Telecommunication Towers being immovable 90,000
property

(v] | Inputs stolen from the factory store 13,200
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2. Determine the amount of input tax credit admissible to PQR Ltd. in respect of the following goods
procured by it in month of January:

Input

Tax Paid m

1. |Goods used in constructing an additional floor of office building 28,000
2. | Packing materials used in a factory 6,000
3. Goods destroyed due to natural calamities 12,500
4 Goods u_se'd for repairing the office building and cost of such 12.000
repairs is debited to profit and loss account '
Paper for photocopying machine used in Administrative Office 950
. | Goods given as gifts 25,000
7. | Inputs used for tests or quality control check 15,600

3. Compute the input tax credit available with Ujjwal Motors Ltd., manufacturer of cars, in respect of
the following services availed by it in the month of October, 2019:

Services Billed

Input Tax

Paid

(1) | Accounting and Auditing Services 7,200
- Health insurance services for employees (services are not provided .

(i) _ . - 16,200

“ Junder Government obligation)

(iif) | Routine maintenance of the cars manufactured by Ujjwal Motors Ltd. 18,000

(i) Repairs services for office building (cost of repairs is charged to profit 14.400
: and loss Account)

(v) |Hotel accommodation and Conveyance facility to employees on vacation 3,360

(vi) |Testing services availed for car engines 9,000

4. Yes Bank, having a branch in Jaipur engaged in supply of services by way of accepting deposits and
extending loans opted for the option to avail credit of 50% of input tax of the month to which input
tax relates under Section 17(4). Its head office is in Mumbai and a branch in Ahmedabad. Input tax
Credit (CGST & SGST) available for the month August is 90,000 which includes:

Total Input tax Credit includes credit relating to -

Particulars Input Tax )
| [CGST & SGST]

Services availed from its distinct establishment ie., from 18,000
Mumbai Head office
Qutdoor catering services received for its employees 14,400
Goods that has obsolete and whose value has been written off 2,500
in books
Auditing services 22,500
Goods which are used for personal use of employees 6,500

Input Tax Credit
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Section 18: Availability of credit in special circumstances
1. (a) Compulsory Registration:

As per section 18(1)(a)/Rule 40, A person who has applied for registration under this Act
within 30 days from the date on which he becomes liable to registration and has been granted
such registration shall be entitled to take credit of input tax in respect of inputs/semi-finished /
finished goods on the day immediately preceding the date from which he becomes liable to pay
tax under the provisions of this Act. No tax credit shall be allowed for capital goods.
Note: If any person has applied for registration after expiry of 30 days, tax credit shall not be
allowed of inputs or capital goods

(b) Voluntary Registration:
As per section 18(1)(b)/Rule 40, A person who takes voluntary registration shall be entitled
to take credit of input tax in respect of inputs held in stock and inputs/semi-finished /finished
goods on the day immediately preceding the date of grant of registration. No tax credit shall be
allowed for capital goods.
Example: Mr. Ram applies for voluntary registration on 5% June and obtains registration on
22" June. Mr. Ram is eligible for ITC on inputs held in stock/semi-finished goods/finished
goods as on 215 June. Mr. Ram cannot take ITC on capital goods.

(¢) Shifting from composition scheme to normal scheme:
As per Section 18 (1) (c¢)/Rule 40. If any registered person has shifted from composition
scheme to normal scheme, such person shall be entitled to take credit of input tax in respect of
inputs held in stock/semi-finished /finished goods and on capital goods on the day immediately
preceding the date from which he becomes liable to pay tax. The credit on capital goods shall
be reduced by 5% per quarter of a year or part thereof from the date of invoice.
Example: Mr. Shyamhas opted forcompositionscheme atthe time of registrationand purchased
a plant and machinery ¥30,00,000 and paid input tax at a rate of 18% and tax credit was not
allowed but after a period of 8 month and 10 days the dealer has opted for payment u/s 9 ie.
normal scheme.
Compute the amount of tax credit allowed to Mr. Shyam.

(d) Presume time period is 11 month and 20 days

(e) Exempt supply becomes taxable supply.

As per Section 18 (1) (d)/Rule 40. If any exempt supply becomes taxable supply, in that case, the
registered person shall be entitled to take credit of input tax in respect of inputs held in stock/
semi-finished /finished goods and on capital goods on the day immediately preceding the date
from which it becomes taxable. The credit on capital goods shall be reduced by 5% per quarter
of a year or part thereof from the date of invoice.

Example: X 1td. purchased one plant and machinery ¥20,00,000 and paid input tax ¥3,00,000

and it is being used for exempted goods but after 7 months and 10 days, it is used for taxable
goods. In this case, its tax credit allowed shall be?

For this purpose the applicant has to submit form no. ITC-01 within 30 days from the date
on which he becomes eligible to avail ITC. Further ITC-01 should be verified by Chartered
Accountant/Cost Accountant if the total amount of ITC is exceeding ¥2,00,000.

2. A registered person shall not be entitled to take input tax credit under sub-section (1), in respect

of any supply of goods or services or both to him after the expiry of one year from the date of issue
of tax invoice relating to such supply.
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Example: Mr. Shyam purchased goods vide invoice dated 01/07/2019 10,00,000 plus GST
32,00,000 and he is unregistered. Limit of ¥20,00,000 has crossed on 01 /08/2020 and he applied
for registration on 01/08/2020 and was granted registration on 10/08/2020, in this case as per
section 18(2) tax credit for the goods lying in the stock is not allowed because one year has elapsed
from the date of invoice.

3. ITC in case of Amalgamation/Demerger etc. Section 18 (3)/Rule 41

Where there is a change in the constitution of a registered person on account of sale, merger,
demerger, amalgamation, lease or transfer of the business with the specific provisions for
transfer of liabilities, in such cases, the said registered person shall be allowed to transfer the
input tax credit which remains unutilised in his electronic credit ledger to such sold, merged,
demerged, amalgamated, leased or transferred business in such manner as may be prescribed.
For this purpose information shall be submitted in Form No. ITC-02 by the transferor and the
transferee shall accept it on the common portal and ITC shall be credited to the electronic
credit ledger of the transferee.

4, Tax credit in case of shifting from normal scheme to composition scheme section 18 (4)/18(5)/
Rule 44

Where any registered person who has availed of input tax credit opts to pay tax under composition
scheme or, where taxable supply becomes exempt supply, he 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 stock.

In case of capital goods, the remaining tax credit has to be reversed taking the life to be 60 months
and part of the month shall be ignored. After payment of such an amount, the balance of input tax
credit, if any, lying in his electronic credit ledger shall lapse. For this purpose the applicant has to
submit form no. ITC-03.

Example: Mr. Shyamhas opted forpayment undersection 9 and hepurchased aplantand machinery
260,00,000 and paid input tax at a rate of 20% but he has shifted to composition scheme after 38
months and 10 days. Compute the amount of tax credit to be reversed by Mr. Shyam.
(b) Presume time period is 11 month and 20 days
(¢) Presume time period is 55 month and 21 days

5. Reversal of Tax credit in case of supply of capital goods on which tax credit has been taken Section
18 (6)/Rule 44
In case of supply of capital goods, on which input tax credit has been taken, the registered person
shall pay an amount
(a) ITC taken on such goods reduced by 5% per quarter of a year or part thereof from the date of issue

of invoice for such goods (i.e., ITC pertaining to remaining useful life of the capital goods), or

(b) The tax onthe transaction value of such capital goods, whichever is higher.

However, if refractory bricks, moulds and dies, jigs and fixtures are supplied as scrap, the taxable
person may directly pay tax on the transaction value.

Clarification regarding availment of ITC in respect of common input ervices procured from a
third party but attributable to both HO and BOs r exclusively to one or more BOs.

The following clarification has been issued:
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| Issues Clarification
Whether HO can avail the ITC respect of common input |It is clarified that in such a case,
present procured from a third mandatory attributable: as per the in provisions of the
law, it is not services for the HO
to distribute such party but ITC
by ISD mechanism.

(i) to both HO and BOs or (i) distribute ITC in respect of
such common input services
by following ISD mechanism,

or
(ii) exclusively to one or more BOs, issue tax invoices under | (ii) issue tax invoices under section
section 31 to the said BOs for the said input services and 31 to the concerned BOs in
the BOs can then avail the ITC for the same or whether respect of common input
is it mandatory for the HO to follow the Input Service services procured from a third
Distributor (ISD) mechanism4 for distribution of ITC in party by HO but attributable
respect of such common input services? to the said BOs and the BOs

can then avail ITC on the same
subject to the provisions of
sections 16and 17.

ISD mechanism can be opted
only if the said input services
are attributable to the said BO
or have actually been provided
to the said BO. In case ISD
mechanism is opted, HO is
required to get itself registered
mandatorily as an ISD°,

Similarly, the HO can issue tax
invoices under section 31 to
the concerned BOs, only if the
common input services have
actually been provided to the
concerned BOs.

Goods and Service Tax @




QUESTION BANK

1.
Sol.

Sol.

Sol.

Sol.

Input Tax Credit

What are the conditions necessary for obtaining ITC?
Following four conditions are to be satisfied by the registered taxable person for obtaining ITC:

(a) Heis inpossession of tax invoice or debit note or such other tax paying documents as may
be prescribed;

(b) He has received the goods or services or both;

(c) The supplier has actually paid the tax charged in respect of the supply to the Government;

(d) Hehas furnished the return under section 39.

Can a person take ITC without payment of consideration for the supply along with tax to the

supplier?

Yes, the recipient can take ITC. However, he is required to pay the consideration along with tax
within 180 days from the date of issue of invoice. This condition is not applicable where tax is
payable on reverse charge basis. Further, in case of deemed supplies without consideration and
additions made tothe value of supplies on account of supplier’s liability, in relation to such supplies,
being incurred by the recipient of the supply, consideration is deemed to have been paid.

. What is the time limit for taking ITC?
Sol.

Timelimit for availing ITC: 30th November of succeeding financial year or date of filing of annual
return, whichever is earlier.

. What is the ITC entitlement of a newly registered person?
Sol.

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.

. What is the tax implication of supply of capital goods by a registered person who had taken ITC

on such capital goods?

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
& 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.

. A taxable person is in the business of information technology. He buys a car (maximum seating

capacity -5 persons) for use by his Executive Directors. Can he avail the ITC in respect of GST
paid on purchase of such car?

No. As per section 17(5)(a), ITC on motor vehicles for transportation of persons with seating
capacity of up to 13 persons (including driver), can be availed only if the taxable person is in the
business of transport of passengers or is providing the services of imparting training on driving
such motor vehicles or is in the business of supply of such motor vehicles.




7. A garment factory receives a Government order for making uniforms for a commando unit. This
supply is exempt from tax under a special notification. The fabric is separately procured for the
supply, butthread and lining material for the collars are the ones which are used for other taxable
products of the factory.

The turnover of the other products of the factory and exempted uniforms in July is ¥4 crore and
X1 crore respectively, the ITC on thread and lining material procured in July is ¥5000 and ¥15000
respectively.

Calculate the eligible ITC on thread and lining material.
Sol. Thread andlining material are inputs which are used for makingtaxable as well as exempt supplies.

Therefore, credit on such items will be apportioned and credit attributable to exempt supplies
will be added to the output tax liability in terms of rule 42 of the CGST Rules, 2017.

Credit attributable to exempt supplies = Common credit x (Exempt turnover/ Total turnover)
Common credit = 15,000 + 5,000 = 220,000

Exempt turnover = X1 crore

Total turnover = X5 crore [X1 crore + T4 crore]

Credit attributable to exempt supplies = (X1 crore 5 crore) x 20,000 = 34,000. Ineligible credit
of ¥4,000 will be added to the output tax liability for the month of July. Credit of ¥16,000 will be
eligible credit for the month of July.

8. Mr A a registered person, was paying tax under the Composition Scheme up to 30 July.
However, w.e.f. 31" July, Mr. A becomes liable to pay tax under the regular scheme. Is he eligible
for ITC?

Sol. Mr Ais eligible for ITC on inputs held in stock and inputs contained in semi-finished or finished
goods held in stock and capital goods as on 30™ July. ITC on capital goods will be reduced by 5%
per quarter or part thereof from the date of invoice [Section 18(1)(c)].

9. ABC Co. Ltd. is engaged in the manufacture of heavy machinery. It procured the following items
during the month of July.

Determine the amount of ITC available with ABC Co. Ltd., for the month of July by giving necessary
explanations for treatment of various items.

Note:
()  All the conditions necessary for availing the ITC have been fulfilled.

(if) ABC Co. Ltd. is not eligible for any threshold exemption.

Sol.

(i) Electrical transformers 520000
(i) Trucks used for the transport of raw material 100000
(iif) Raw material 200000

Confectionery items for consumption of employees working in the

(iv) Ey 400000
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10. XYZ Ltd., is engaged in manufacture of taxable goods. Compute the ITC available with XYZ Ltd.
for the month of October, 2023 from the following particulars:

S.  Inward Supplies  GST Remarks
~No. _
(1) [Inputs A 100000 |One invoice on which GST payable was 10,000, is
missing
(if) | Inputs ‘B’ 50000 |Inputs are to be received in two instalments.

First instalment has been received in October, 2018.

(iif) | Capital Goods 120000 |XYZ Ltd. has capitalised the capital goods at full invoice
value inclusive of GST as it will avail depreciation on
the full invoice value.

(iv) | Input Services 225000 |One invoice dated 20.01.2023 on which GST payable
was T50,000 has been received in October, 2023.

Note:

()  All the conditions necessary for availing the ITC have been fulfilled.

(if) ABC Co. Ltd. is not eligible for any threshold exemption.

(iif) (iii) The annual return for the financial year 2022-23 was filed on 15.09.2023.
Sol.

Inward Supplies

Inputs ‘A’
[ITC cannot be taken on a missing invoice. The registered person should havethe | 9,00,00
invoice in its possession to claim ITC-Section 16(2)(a)]

Inputs ‘B’
[When inputs are received in instalments, ITC can be availed only on receipt of Nil
last instalment-First proviso to section 16(2)]

Capital goods

[Input tax paid on capital goods cannot be availed as ITC, if depreciation has been Nil
claimed on such tax component - Section 16(3)]

Input services

[As per section 16(4), ITC on an invoice cannot be availed after 30th November
of next financial year to which such invoice pertains or the date of filing annual
return, whichever is earlier. 1,75,000
Since the annual return for the FY 2022-23 has been filed on 15th September,
2023, ITC on the invoice pertaining to FY 2022-23 cannot be availed after 15th
September, 2023.

Total 2,65,000
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11.

Sol.

12.

Sol.

13.

Sol.

\\ 152\

Aflying school imports an aircraft for use in its training activity and takes ITC of the IGST paid on
the import. The departmental audit raises an objection that ITC is not allowed on aircrafts. Offer
your comments.

Under section 17(5) of the CGST Act, ITC is allowed on aircraft if they are used to make the taxable
supply of imparting training on flying an aircraft. Therefore, the credit is correctly taken.

Shipra Traders is a registered supplier of goods in Assam. It purchased goods valued at ¥10,000
from Kartik Suppliers located within the same State. Kartik Suppliers charged CGST & SGST
separately in its invoice. Subsequently, Shipra Traders sold goods valuing 39,500 to Rabina
Manufacturers located in Assam. 20% of the inputs purchased are still lying in stock and there
was no opening stock of goods. Rate of CGST and SGST on supply and purchase of goods is 9%
each. Calculate the net GST payable by Shipra Traders and input tax credit (ITC) to be carried
forward, if any.

Computation of net GST payable by Shipra Traders

Particulars

GST payable on intra-State supply of goods 855 855
[Being an intra-State supply, CGST and CGST is payable on the [9,500 x [9,500 x
same] 99%] 9%]
Less: ITC on intra-State purchase of goods 900 900
[ITC of CGST and SGST paid on intra-State purchase is available [10,000 x [10,000 x
in full, even if some inputs are lying in stock] 99%] 9%]
Net GST payable Nil Nil
Input tax credit carried forward in Electronic Credit Ledger 45 45

Granites Textiles Ltd. purchased a needle detecting machine on 8% July, 2017 from Makhija
Engineering Works Ltd. for ¥10,00,000 (excluding GST) paying GST @ 18% onthe same. It availed
the ITC ofthe GST paid on the machine and started using it for manufacture of goods. The machine
was sold on 224 QOctober, 2018 for ¥7,50,000 (excluding GST), as a second hand machine to LT.
Pvt. Ltd. The GST rate on the supply of machine is 18%.

State the action which Granites Textiles Ltd. is required to take, if any, in accordance with the
statutory GST provisions on the sale of the second-hand machine.

Section 18 of the CGST Act, 2017 read with the CGST Rules, 2017 provides that if capital goods
or plant and machinery on which input tax credit has been taken are supplied outward by the
registered person, he must pay an amount that is the higher of the following:

(@) input tax credit taken on such goods reduced by 5% per quarter of a year or part thereof
from the date of issue of invoice for such goods (i.e., input tax credit pertaining to remaining

useful life of the capital goods), or
(b) taxontransaction value.
Accordingly, the amount payable on supply of needle detecting machine shall be computed
as follows:
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Particulars

Input tax credit taken on the machine (10,00,000 x 18%) 1,80,000
Less: Input tax credit to be reversed @ 5% per quarter for the 27,000

period of use of machine 27,000

(i) Forthe year 2017-18 = (31,80,000 x 5%) x 3 quarters

(if) For the year 2018-19 = (X1,80,000 x 5%) x 3 quarters 54,000
Amount required to be paid (A) 1,26,000
Duty leviable on transaction value (¥7,50,000 x 18%]) (B) 1,35,000
Amount payable towards disposal of machine is higher of (A) 1,35,000
and (B)

14. Cloud Seven Private Limited, a registered supplier, is engaged in the manufacture of taxable goods.
The company provides the following information pertaining to GST paid onthe purchases made/
input services availed by it during February 20XX:,

S. Particulars GST Paid

No. )
(i) | Trucks used for the transport of raw material 1,20,000
(if) | Foods & beverages for consumption of employees in the factory 40,000

(iif) | Inputs are to be received in five lots, out of which third lot was received 80,000
during the month

(iv) | Membership of a club availed for employees working in the factory 1,50,000

(v) |Capital goods (out of five items, invoice for one item was missing and GST | 4,00,000
paid on that item was ¥50,000)

(vi) | Raw material (to be received in March, 20XX) 1,50,000

Determine the amount of input tax credit available with Cloud Seven Private Limited for the
month of February, 20XX by giving necessary explanations for treatment of various items. All the
conditions necessary for availing the input tax credit have been fulfilled.

Sol.
Particulars GST Paid (%)
Trucks used for the transport of raw material [Note-1] 1,20,000
Foods & beverages for consumption of employees in the factory Nil
[Note-2] Nil

Inputs are to be received in five lots, out of which third lot was
received during the month [Note-3]
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Particulars GST Paid (}R)

Membership of a club availed for employees working in the Nil
factory [Note-4] 3,50,000

Capital goods (out of five items, invoice for one item was missing
and GST paid on that item was ¥50,000) [Note-5]

Raw material to be received in March, 20XX [Note-6] Nil
Total ITC 4,70,000
Notes:

(1) ITC on motor vehicles is disallowed in terms of section 17(5) of the CGST Act, 2017, except
when they are used inter alia, for transportation of goods.

(2) ITC on food or beverages is specifically disallowed unless the same is used for making
outward taxable supply of the same category or as an element of the taxable composite or
mixed supply- [Section 17(5)].

(3) Wheninputs arereceived in instalments, ITC can be availed only on receiptofthelast instalment-
[Section 16(2]].

(4) Membership of a club is specifically disallowed under section 17(5) of the CGST Act, 2017.

(5) ITC cannot be taken on a missing invoice. The registered person should have the invoice in
its possession to claim ITC [Section 16(2) of CGST Act, 2017].

(6) Inputtaxcredit is available only upon the receipt of goods in terms of section 16(2) of CGST
Act, 2017.

15. Le Marc Ltd. of Nashik, Maharashtra, a registered supplier, is engaged in manufacturing taxable
goods provides the following details of items purchased and services availed by it from Gujarat,
for the month of March, 20XX:

Calculate the amount of eligible input tax credit for the month of March, 20XX.
Sol.

Computation of eligible input tax credit

Particulars Eligible ITC
§9

Motor vehicle purchased for employees to be used for personal as well as 2,50,000
business purposes

Motor vehicle purchased for transportation of goods within the factory 2,00,000
Food items for consumption of employees 50,000
Rent-a-cab facility given to employees 36,000

Notes:

As per section 17(5) of the CGST Act, 2017:
(1) ITC on motor vehicles and other conveyances is blocked except when they are used—
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(i) for making the following taxable supplies, namely:—

(A) further supply of such vehicles or conveyances; or

(B) transportation of passengers; or

(C) imparting training on driving, flying, navigating such vehicles or conveyances;
(if) fortransportation of goods.

Thus, in the given case, ITC on motor vehicle purchased for transportation of goods
within the factory will only be allowed

(2) ITC inrespect of food and beverages is blocked unless the same is used for making outward
taxable supply of the same category or as an element of the taxable composite or mixed
supply. Thus, in the given case, ITC of taxes paid on food for employees is not allowed.

(3) ITC onsupply of rent-a cab services is not blocked where the Government notifies the services
which are obligatory for an employer to provide such service to its employees. Thus, ITC is
available on said service.

16. Ramoplast Soap Factory, a registered supplier, is engaged in manufacturing beauty soaps - ‘Forever
Glow’ in Mumbai. It has provided the following information pertaining to purchases made/services
availed in the month of January, 20XX:

_ Particulars GST Paid (3)

Soap making machine 50,000
Motor vehicles for transportation of inputs 70,000
Membership of ‘Fitand Fine’ health and fitness 25,000

centre for its employees

Inputs purchased, but stolen from the factory 40,000

You are required to compute the input tax credit (ITC) available with Ramoplast Soap Factory
for the month of January, 20XX assuming that all the other conditions for availing ITC, wherever
applicable, have been fulfilled.

Sol.

Computation of ITC available with Ramoplast Soap Factory

Soap making machine

[ITC in respect of goods used in course /furtherance of business is available in| 50,000
terms of section 16 of the CGST Act]

Motor vehicles for transportation of inputs

[ITC in respect of motor vehicles and conveyances is blocked, except whenused,| 70,000
inter alia, for transportation of goods, interms of section 17 (5) of the CGST Act]

Membership of ‘Fit and Fine' health and fitness centre for its employees

[ITC in respect of membership of a club, health and fitness centre is blocked in Nil
terms of section 17(5) of the CGST Act]

Inputs stolen from the factory

[ITC in respect of goods stolen is blocked in terms of section 17 (5) of the CGST Nil
Act]
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| Particulars GST Paid R]
Total ITC available 1,20,000

17. Fun Pharma Private Limited, a registered supplier is engaged in the manufacture of taxable
goods. The company provides the following information of GST paid on the purchases made/
input services availed by it during the month of September 2017:

_ Particulars GST Paid (%)
(i) Purchase of cabs used for the transportation of its employees 3,30,000
(i) Inputs consisting of three lots, out of which first lot was received
. 1,25,000

during the month
(iif) | Capital Goods (out of three items, invoice for one item was missing 250,000

and GST paid on that item was ¥25,000) Y
(iv) | Outdoor catering service availed on Women's day 72,000

Determine the amount of input tax credit available with M/s Fun Pharma Private Limited for
the month of September, 2017 by giving necessary explanations for treatment of various items.

All the conditions necessary for availing the input tax credit have been fulfilled.
Sol.

Computation of input tax credit (ITC) available with Fun Pharma Private Limited for the month
of September, 2017

| Particulars |
Purchase of cabs used for the transportation of its employees [Note-1] Nil
Inputs consisting of three lots, out of which first lot was received during the Nil
month [Note-2]
Capital goods [Note-3] 2,25,000
Qutdoor catering service availed on Women's day [Note-4] Nil
Total ITC 2,25,000
Notes:

1.  Section17 of CGST Act, 2017 provides that ITC on motorvehicles can be availed, inter alia, when
they are used for making the taxable supply of transportation of passengers i.e, if the taxable
person is in the business of transport of passengers. In the given case, since the supplier is a
manufacturer, it cannot avail credit on cabs used for transportation of its employees.

2. When inputs are received in instalments, ITC can be availed only on receipt of the last
instalment in terms of section 16 of CGST Act, 2017.

3. ITC cannot be taken on a missing invoice. The registered person should have the invoice in
its possession to claim ITC vide section 16 of CGST Act, 2017.

4. ITConoutdoor catering is specifically disallowed unless the same is used for making outward
taxable supply of the same category or as an element of the taxable composite or mixed
supply in terms of section 17 of CGST Act, 2017.

18. Krishna Motors is a car dealer selling cars of an international car company. It also provides
maintenance and repair services of the cars sold by it as well as other cars. [t seeks your advice
on availability of input tax credit in respect of the following expenses incurred by it during the
course of its business operations:
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() Carspurchased from the manufacturer for making further supply of such cars. Two of such
cars are destroyed in accidents while being used for test drive by potential customers.

(if) Works contract services availed for constructing a car shed in its premises.

Sol. Aspersection 16(1) of the CGST Act, 2017, every registered person can take credit of input tax
charged on any supply of goods or services or both to him which are used or intended to be used
in the course or furtherance of his business. However, section 17(5) of CGST Act, 2017 specifies
certain goods and services on which the input tax credit is not available.

In the light of the foregoing provisions, the availability of input tax credit (ITC) in respect of the

various expenses incurred by Krishna Motors is discussed below:

(i) Section 17(5) specifically blocks ITC on motor vehicles used for transportation of person
with seating capacity up to 13 including driver. However, the same is allowed when the motor
vehicles are used, inter alia, for further supply of such vehicles. Thus, ITC on cars purchased
from the manufacturer for making further supply of such cars will be allowed.

However, ITC on the cars destroyed in accident will not be allowed as the ITC on goods
destroyed for whichever reason is specifically blocked under section 17(5) (h) of CGST Act.

(if) Section 17(5)(c) specifically blocks ITC on works contract services when supplied for
construction of an immovable property (other than plant and machinery) except where it is
an input service for further supply of works contract service. Since, in this case the car shed
is not a plant and machinery and the works contract service is not used for further supply
of works contract service, ITC thereon will not be allowed.

19. M/s A Ltd. of Aluva (Kerala) receives the input service from M /s B Ltd. of Bengaluru who raises
the invoice for supply of service on 17™ Dec 2018 and availed the credit on the same date.

Find the time limit within which M /s A Ltd. is required to pay the bill amount inclusive of tax to

the supplier of service.

Also explain consequences if payment is not made within the stipulated time period as mentioned
in 2 proviso to section 16(2) of the CGST Act, 2017,

Sol. Inthe givencase M/s A Ltd. must pay to M /s B Ltd. the value of services and GST payable thereon
by 15 June 2019,

No. of Days

18 Dec 2018 15% June 2019 180

In case M/s A Ltd. does not pay by 15™ June 2019, the credit availed by it will be added to his
output liability. The amount will be added to their output tax liability with interest.

20. M/sX Ltd. has anestablishment in Chennai, and an establishment in Hyderabad. Supply of goods
(open market value of ¥5,00,000) made by M/s X Ltd. Chennai to M/s X Ltd. Hyderabad. M /s X
Ltd. Chennaipaid IGST of 60,000. Accordingly, M /s X Ltd. Hyderabad availed the input tax credit
of T60,000, 24 Proviso to Section 16(2) of CGST Act, 2017 is applicable in the given case (i.e. to
reverse the credit where payment is not made within 180 days from the date of invoice). Advise.

Sol. As per proviso to Rule 37(1) of the CGST Rules, 2017, the value of supplies made without
consideration as specified in Schedule [ of the said Act shall be deemed to have been paid for the
purposes of the second proviso to section 16(2).
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21.

Sol.

Z2.

Sol.

23,

Sol.

24,

In the given case M /s X Ltd. Hyderabad is not required to reverse the input tax credit. Since, as
per Section 25(5) of the CGST Act, 2017 two establishments are considered as establishments of
distinct persons and accordingly, supply made by one establishment to another establishment
will be covered under Schedule [ without consideration.

M/sJay Ltd. being a manufacturer purchased machineryworth ¥10,00,000 onwhich GST %1,80,000
is paid. What are the options available to Mr. Jay with respect to availing ITC on GST paid?

The manufacturer has following two options:

Option 1: claim depreciation on the entire value of machinery inclusive of GST (i.e. ¥11,80,000)
by forgoing ITC on capital goods.

Option 2: claim depreciation on the cost of machine (i.e. ¥10,00,000) and avail the ITC of GST
portion (i.e. 1,80,000).

M /s X Ltd. delivered a machine to M/s Y Ltd. in January 2023 under Invoice No. 180 dated 21st
January for35,00,000 plus GST, and undertook trial runs and calibration of the same machine as
per the requirements of M/s Y Ltd. The amount chargeable for the past delivery activities were
covered in a debit note raised in May 2023 for¥1,25,000 plus GST. M /s Y Ltd did notfile its annual
returntill November 2023. Find the time limit u /s 16(4) of the CGST Act, 2017 within which input
tax credit can be availed by M /s Y Ltd.

Time limit to avail the ITC on machine (vide Invoice No. 180 dt. 21.01.2023) is 30" November
2023. Time limit to avail the ITC on debit note shall be 30th November 20235.

Note: though the debit note was received in the next financial year (2018-19), it relates to an
invoice received in the financial year ending 31°* March 2018 (i.e. 2017-18).

Therefore, the time limit for taking ITC available on ¥5,00,000 as well as on ¥1,25,000 is 30t
September 2018; earlier of the date of filing the annual return for 2017-18 or the due date for
filing return for September 2018

M /s X Ltd manufacturer of textile products. Company received orders from the Government to supply
goods todefence (exempted supply). The turnover ofthe othertaxable goods and exempted goods ¥4 crore
and %1 crore respectively. Common inputs on which GST paid ¥20,000. Calculate the eligible ITC on
common inputs?

Common inputs credit = ¥20,000 Total turnover = 35 crores

Credit attributable to exempted supplies = 34,000 (320,000 x X1 crore /5 crore) Eligible ITC is
316,000
(i.e. 20,000 - 4,000).

Y Ltd. manufactures taxable and exempted goods. Y Ltd. also simultaneously provides taxable as
well as exempted output services.

Raw material 10,000 units were purchased @ 100 per unit used commonly during the month
of January 2018 to produce all final products.

GST paid on inputs 12%.

Input services commonly used for all goods and services inthe month of January 2018. Total ITC
on inputs & input services taken into books of account in the relevant tax period is ¥1,74,000.

Turnover for the month of January 2018 (excluding all taxes)
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Particulars Value of Finished Goods

Taxable supply of goods 2,00,000
Exempted supply of goods (X80 per unit) 1,00,000
Taxable supply of services 1,00,000
Exempted supply of services 50,000
Total 4,50,000

You are required to compute the amount of reversal of input tax credit as per rule 42(1)({) of the
CGST Rules, 2017 of the month of January 2018.

Note: Each unit of exempted final product needs 2 units of raw materials. Assumed that there is
no process loss.

Sol.

Step 1: Calculate common input tax credit on inputs and input services which are used to supply
taxable as well as exempted output supplies:

Value of e
Particulars Finished WOI l.{l__n'g“
S Notes
Goods
Total ITC 174000
Less: ITC on supplies exclusively used for the purpose other Nil

than business

Less: ITC on supplies exclusively used for providing exempted (30000) 2500 units

supplies X
3100 x
12%
Less: ITC not available u/s 17(5) of the CGST Act, 2017 Nil
Input tax credit which are used to supply taxable as well as 144000
exempted output supplies
Less: ITC on supplies used exclusively for taxable supply (90000) (10000 -
including Zero rated supply (i.e. ITC on normal supplies) 2500 units)
x 12%
Common ITC, which are used to supply taxable as well as 54000

exempted supplies (C2)

Step 2: Amount of reversal of input tax credit attributable towards exempted supplies rule 42(1)
(i) of the CGST Rules, 2017 is as follows: (X1,50,000/4,50,000) x ¥54,000 = T18,000/-

Working Note:
() Number of units of exempted final products 1,250 units (i.e. ¥1,00,000/80 per unit
= 1,250 units)

(if) Since, each unit of exempted final product needs 2 units of raw materials. Raw material used
exclusively for exempted final product 2,500 units (i.e. 1,250 units x 2 units = 2,500 units).
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25. X Bank of India has a corporate office in Mumbai and branches in Chennai, Delhi and Kolkata.
Mumbai office provided services to Chennai office accordingly IGST paid. Office of Chennai will
avail the credit of IGST. Is the Chennai office required to reverse such credit?

Sol. Asper Section 17(4) of the CGST Act, 2017 that reversal of 50% shall not be made for the credit
availed by Chennai office on services provided by corporate office. Thus, no credit reversal shall
be made for the credit availed on input services provided by one registered person to another
registered person holding the same PAN.

26. OK Bank has availed credit of ¥25,00,000 lacs in the month of December 2017. Total credit, out
of which T 5,00,000 pertains to non-business purpose and I7,00,000 pertains to credit availed
under 2™ proviso of section 17(4). Find the total input tax credit eligible to OK Bank.

Note: OK Bank opted to avail ITC an amount equal to 50% of eligible credit.

Sol. Statement showing eligible ITC to OK Bank for the month of December 2017:

Particulars Value of Finished Working Notes
Goods
ITC attributable to non-business .
purpose Nil ITC not allowed
ITC from its other establishment 700000 ITC fully allowed
Other ITC 650000 (2500000 —
500000 — 700000) x
50%
Total ITC allowed in Form GSTR-2 1350000

27. M /s ALtd. aregistered personunder GST law and purchased 10 cars for ¥45 lakhs plus 28% GST.
M /s A Ltd sold 8 cars for ¥55 Lakh plus 28% GST.

Find the GST liability inthe following two independent cases: M /s A Ltd is a dealer of motor vehicles
M /s A Ltd is not a dealer of motor vehicles
Sol.

Statement showing net GST liability of M /s A Ltd.

M/s A Ltd. is a dealer M/s A Ltd. is not
Particulars in motor vehicles (RIn a dealerin motor Remarks
lacs) vehidles (XIn lacs)
GST on Supply of 15.40 15.40 55 lacs x 28%
goods
Less: ITC (12.60) | Not allowed 45 lacs x 28%
Net GST liability 2.80 15.40
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28. Mr Ramis a school vandriver and also a registered person under GST law. He purchased an Omni
vehicle for X 8lacs plus GST 28%. Mr. Ram is eligible for ITC on this vehicle. Explain.

Sol. Since, Mr. Ram is a registered person supplying taxable services in the nature of transportation
of passengers, he is eligible to avail the ITC on motor vehicle.

29. M /s Maruti Driving School Pvt. Ltd. supplied taxable services in the month of October 20XX for
15 lacs (plus GST 18%) to provide training on driving. Company purchased two vehicles for this
purpose namely passenger vehicle for ¥20 lacs plus GST 28% and goods vehicle for ¥33 lacs plus
GST 28%. Find the net GST liability of M /s Maruti Driving School Pvt. Ltd.

Sol. Computation of Net GST Liability:

| Particulars Amount 3
GST on output supply 2,70,000
Less: [TC

On passenger vehicle 5,60,000
On goods vehicle 9,24,000
Net Excess ITC c/f 12,14,000

30. Guideline Academy organises parents meetings and provides meals during meetings to students
and their parents. The supplier of food charged 372,500 plus GST 18%, under the category of
outdoor catering. Explain Guideline Academy being a provider of taxable supply of services namely
commercial training and coaching services is eligible to avail the credit of GST paid on outdoor
catering service.

Sol. GST paid on outdoor catering is not allowed as ITC even though such services are used for business
purposes. Such credit is blocked as per provisions of Section 17(5) of the CGST Act, 2017,

31. Course completion certificate/training offered M /s Sky Ltd. (Flying Training Institute) purchased
aircraft for ¥ 22 crores plus GST 28%. Whether the flying institute is eligible for input tax credit
on purchase of aircraft.

Sol. Yes. M/s Sky Ltd. (Flying Training Institute) is eligible to avail ITC.

32. Annapoorna caterings supply outdoor catering services to its customers by sub-contracting the
same. Sub- contractor supplied food items like ice creams, North Indian Meals, South Indian Meals
and so on to Annapoorna caterings. Sub-contractor raised an invoice on Annapoorna caterings
for supply of outdoor catering services ¥2,00,000 plus GST 18%. Annapoorna Caterings supplied
outdoor catering to its customers for ¥2,10,000 plus GST 18%. Find the Net GST liability of
Annapoorna caterings.

Sol. Statement showing net GST liability of Annapoorna caterings:

Particulars |
GST on outward supply | 37,800 32,10,000 x 18%
Less: ITC fromsimilarline ofbusiness (36,000) 22,00,000 x 18%
Net GST liability 1,800
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33. Sky Ltd. is engaged in the supply of service of transport of passengers by air. The company avails
outdoor catering services of M /s Anna Caterers in order to provide food and beverages to the
passengers. M /s Anna Caterers raises an invoice on Sky Ltd charging GST. Sky Ltd. wants to avail
the ITC on outdoor catering services supplied by M/s Anna Caterers. Advice.

Sol. ITC shall be available where an inward supply of goods or services or both of a particular category
is used by a registered person as an element of a taxable composite or mixed supply.

Advise: In the given case, Sky Ltd will be entitled to avail the ITC of the GST paid to M/s Anna
Caterers since outdoor catering services forms part of taxable composite supply of passengers
by air services.

34. M /s MRFL Ltd. being a manufacturer of taxable goods paid a general insurance premium to cover
loss of stock of finished goods. Company wants to avail the GST paid on such a premium as input
tax credit. Advice.

Sol. GST paid on general insurance premium to cover loss of stock of finished goods is well allowed
as input tax credit. Hence, M/s MRFL Ltd. is eligible to avail the tax paid on general insurance
premium as ITC.

35. Mr D, adirector of company PQR Ltd. obtains a membership of a club located in Maharashtra. Mr.
D is there for the business promotion activity of his company. PQR Ltd. pays 10,00,000/annum
to such a club for the membership of Mr. D in such a club. Whether PQR Ltd. will be eligible for
the input tax credit of GST paid on membership fees?

Sol. The input tax credit of the same will not be eligible to PQR Ltd. in terms of Section 17(5) of the
CGST Act.

36. Hotel King Pvt Ltd. provider of short-term accommodation services and also provides picking
up guests fromthe airport. Accordingly, Hotel King Pvt. Ltd availed rent-a-cab services from M/s
X & Co. Rent-a-cab services provided by M/s X & Co to Hotel King Pvt Ltd. during Nov 20XX for
32,00,000 plus GST 18%. Hotel King Pvt Ltd. provided short-term accommodation services to its
customers (i.e. guests) during Nov 20XX for ¥15,75,250 plus GST 18%. Find the Net GST liability
of Hotel King Pvt Ltd. during the month of Nov 20XX.

Sol. Statement showing Net GST liability of Hotel King Pvt. Ltd for the month of Nov 20XX

Pa GST @) Remarks
GST on outward supplies 2,83,545 15,75,250 x 18%
Less: ITC on rent-a-cab service (36,000) 2,00,000 x 18%
Net GST liability 2,47,545

Note: In the given case Hotel King Pvt. Ltd. is providing a composite supply of rent-a-cab and
accommodation service. The principal supply of service is accommodation service. Hence, GST
paid on rent-a-cab will be available as a credit to Hotel King Pvt. Ltd.

37. M/s A Ltd. being a manufacturer of laptops registered under GST. M/s A Ltd. appointed M/s B
Ltd. for construction of factory building in the factory premises. Contract price is Y120 lacs plus
GST 18%. M /s B Ltd., supplied cement, steel and labour while executing the contract. Whether
M /s A Ltd is eligible to avail the input tax credit on such works contract service.

Sol. GST paid onworks contract services which are used for land, building or any other civil structures

specifically excluded from availing input tax credit under section 17(5) read with explanation of
the CGST Act, 2017.

Therefore, in the given case M/s A Ltd. is not eligible for input tax credit.
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38. M/s Bharti Airtel Limited purchased antennas, towers and parts thereof by paying GST. Company
also received works contract service from M /s B Ltd. for its installation by paying GST thereon.
Finally towers and parts thereof are fastened and are fixed to the earth and after their erection
become Immovable. Find the eligibility of input tax credit to M/s Bharti Airtel Limited.

Sol. GST Paid onworks contract service ITC not allowed GST paid on Antenna allowed as ITC GST paid
on purchase of towers and parts of towers not allowed as ITC (since not plant & machinery)

39. M/s. X Ltd. supplied taxable goods from the factory after manufacture in the month of Oct 20XX
for sale to a distributor for ¥8,00,000. M/s X Ltd has suppressed this transaction. However, he
deposited the GST @12% on these goods on 10-1-20X1 against show cause notice issued under
Section 74 (when there is fraud) of the CGST Act, 2017 by the Central Tax Officer and passed the
order accordingly. Whether distributor namely recipient of these goods is eligible to take input
tax credit.

Sol. As per Sec 17(5) of the CGST Act 2017*%, No credit on payment of tax due to fraud, willful-
misstatement or suppression of fact etc. shall be allowed.

In the given case no input tax credit was available to registered persons if the supplier has paid
tax in pursuance of order where any demand has been confirmed on account of any fraud, willful-
misstatement or suppression of facts and so on under Sec. 74 of the CGST Act, 2017.

Hence, input tax credit is not allowed to the recipient of these goods (i.e. distributor inthe given case).

40. Moksha Bank Ltd., is engaged in providing services, which are both taxable and exempted. You
have following information: Value of different services of bank for year ended 31 March —

| Particulars GST )
Value of Exempted services (interest earned onloans and advances) 2,00,000
Value of Taxable services 8,00,000
Input Credit on input services for the month of April 2019 60,000
Input Credit of T60,000 includes —

(a) Input services exclusively used for provision of exempted services 20,000
(b) Input services exclusively used for provision of taxable services 10,000

Bank wants to determine input credit for set-off against output tax, during next month April and
avail options more beneficial to it. Determine which of the two options is more beneficial to the
bank.

Sol. The Banks have two options: (a) Pro rata, and (b) 50% adhoc.
Option I: In case the Bank opts for optionto avail 50% Eligible Input tax credit under Section 17(4):

| Particulars . GST(®)
Total Eligible Input tax credit available 60,000

Less: Amount of input tax credit credited to electronic ledger (50% of eligible 30,000
input tax credit on input services) i.e., ¥60,000 x 50%

Remaining input tax credit Lapsed 30,000
Tax on taxable supply of services [X8,00,000 x 18% Total] 1,44,000
Less: Net/Eligible Credit available on Input services 30,000
Net output Tax liability of bank after availing eligible Input tax Credit 1,14,000
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Option II: In case Bank opted to comply with the provisions of Section 17(2) [Pro rata reversal]

_ Particulars GST R)

1. Input services exclusively used for provision of exempted services Ineligible

2. Input services exclusively used for provision of taxable services 10,000
(fully allowed)

3. Common Credit = 30,000 divided in ratio of 2 lakh (Exempt): 8 lakh 24,000
(Taxable). Hence, that relating to exempt services = 6,000 and that for
taxable services = 24,000.

4, Total eligible credit = 24,000 + 10,000 34,000
Tax on taxable supply of services of [38,00,000 x 18% total) 1,44,000
Less: Net/Eligible Credit available on Input services 34,000
Net output Tax liability of bank after availing eligible Input tax Credit 1,10,000

Option 2 (pro rata reversal is better); this is so because taxable services are more (80%), as
compared to the deemed ad hoc figure of 50% under Option 1.

41. M/s X Ltd. becomes liable to pay tax on 15 December and has obtained registration on 15%
December. The GST paid goods lying in the premises of M/s X Ltd. as on 30™ November are as

follows:
Particulars | Value in ¥
|  (Bxdudingtax)
Raw material 2,00,000 36,000
Capital goods 5,00,000 1,40,000
Raw material lying work in progress 3,00,000 54,000
Raw material lying in Finished Goods 12,00,000 2,16,000

You are required to Solution the following:

(a) Eligible amount of input tax credit.

(b) Time limit to submit declaration on common portal.

(c) Whether any certification required while availing the credit, if so from whom.
Sol. (a) Eligible input tax credit is ¥3,06,000/- (36000 + 54000 + 216000)

(b) Declaration in Form GST ITC-01 on or before 14™ January should be submitted on common
portal of GSTN

(c) Declaration regarding inputs tax credit shall be duly certified by a practicing Chartered
Accountant or a Cost Accountant if the aggregate value of the claim on account of central
tax, State tax, Union territory tax and integrated tax exceeds 32,00,000.

Inthe givencase, the input tax credit declared is ¥3,06,000. Therefore, a certificate from a practising
Chartered Accountant or a Cost Accountant is required.

Note: M/s X Ltd. cannot take ITC on capital goods.

42. Mr. A applied for voluntary registration on 22* November and obtained registration on 25%
November. Mr. A has stock on the following two dates:
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Opening Balance " Purchased (units) Sold (units)

(units)

21%* November 12,000 20,000 8,000

On 24™ November, Mt A purchased 5,000 units and sold 15,000 units.

On 24™ November, Mr. A also purchased plant and machinery for ¥2,00,000 plus GST 28%. Mr. A
purchased goods at uniform rate throughout the year at 100 per unit plus GST paid 18%. You
are required to find the eligible input tax credit to Mr. A.

Sol. Stock as on 24" November = 14,000 units
Value of stock = 14,00,000 (i.e. 14,000 units x 100 per unit). Input tax credit eligible is
32,52,000/-.
Note: ITC on capital goods not allowed.

43. Mr C, aregistered taxable person, was paying tax at composition scheme upto 30 July. However,
w.e.f. 315" July, Mr. C becomes liable to pay tax under the regular scheme. Other information:
(a) Inputason 30 July for ¥3,54,000 (inclusive of GST paid @18%).

(b) Capital goods purchased for ¥5,00,000 (invoice date 2274 April 2017, GST 18%). Find the
eligible ITC to Mr. C.

Note: Mr. C did not avail depreciation on the GST paid on capital goods.

Sol. ITC allowed on inputs = ¥54,000
o ITC allowed on capital goods = [90,000 (—) 5% for two quarters /part] = 81,000
o Thus, total ITC allowed to Mr. C as on 31t July =31,35,000
44, M/sALtd.soldplantand machineryafterbeingusedinthe manufactureoftaxablegoodsfor<4,00,0000n

15t November 20X1. GST is payable on transaction value of plant and machinery 18%. M/s A Ltd.
had purchased this machine vide invoice dated 224 November 20X0 for ¥5,50,000 /- plus GST 18%.

M /s A Ltd. availed the credit on said plant and machinery. Find the amount payable by M /s A Ltd.
under section 18(6) of the CGST Act, 2017.

Sol.
Particulars Amount
ITC taken on capital goods (5,50,000 x 18%) 99,000
Less: 25% reduction (5 quarters) - 5 x 5% = 25% (24,750)
Balance ITC 74,250
Tax on Transaction value (4,00,000 x 18%) 72,000
Note: M /s A Ltd. shall pay amount equal to the input tax credit taken on the said capital goods
reduced by 5% per quarter or part thereof from the date of the issue of the invoice for such goods
or the tax on the transaction value of such capital goods u/s 15 of the CGST Act, 2017 whichever
is higher.
Therefore, M /s A Ltd. is liable to pay an amount of ¥74,250/-.
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45, 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: -

(1)

(i)

(iff)

Sol. (i)

(i)

(iif)

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.

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.

ABC Ltd. availed maintenance & repair services from “Jaggi Motors” for a truck used for
transporting its finished goods.

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 for 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, inview 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.

Section 17(5)(d) of the CGST Act, 2017 blocks ITC on goods and for services received by a
taxable person for construction of an immovable property (otherthan 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 inthose 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, the 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.

Aspersection17(5) ofthe CGST Act, 2017, 1TC is allowed on repair and mainte nance 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 “Jaggi Motors” for a truck used for
transporting its finished goods is allowed to ABC Ltd.

46. Advise regarding availability of input tax credit (ITC) under the CGST Act, 2017 in the following
independent cases:

(1)

(i)

AMT Co. Ltd. purchased a mini bus having seating capacity of 16 persons for transportation
of its employees from their residence to office and back.

Bangur Ceramics Ltd., a manufacturing company purchased two trucks for transportation of
its finished goods from the factory to dealers located in various locations within the country.
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(iif) “Hans premium”dealing in luxury cars in Chankyapuri, Delhipurchased five Skoda VRS cars
for sale to customers.

(iv) Sun& Moon Packers Pvt. Ltd. availed outdoor catering service to run a canteen in its factory.
The Factories Act, 1948 requires the company to set up a canteen in its factory.

Sol. Section 17(5) ofthe CGST Act, 2017, inter alia, blocks input tax credit in respect of motor vehicles
for transportation of persons having approved seating capacity of not more than 13 persons
(including the driver), except when they are used for certain specified purposes.

Since in the given case, the mini bus has a seating capacity of 16 persons, the ITC thereon will
not be blocked.

(i) Section 17(5) of the CGST Act, 2017, inter alia, blocks input tax credit in respect of motor
vehicles for transportation of persons with certain exceptions. Thus, ITC on motor vehicles
for transportation of goods is allowed unconditionally.

Therefore, ITC ontrucks purchased by Bangur Ceramics Ltd for transportation of its finished
goods from the factory to dealers located in various locations within the country is allowed.

(if) Section 17(5) of the CGST Act, 2017, inter alia, blocks input tax credit in respect of motor
vehicles for transportation of persons having approved seating capacity of not more than
13 persons (including the driver), except when they are used for making further supply of
such motor vehicles.

Being a dealer of cars, “Hans Premium” has purchased the cars for further supply. Therefore,
ITC on such cars is allowed even though seating capacity is less than 13.

(iif) Section 17(5) of the CGST Act, 2017 inter alia, blocks input tax credit in respect of outdoor
catering services. However, ITC is available on such services, when the same are provided by
an employer to its employees under a statutory obligation.

(iv) Thus, in view of the above- mentioned provisions, Sun & Moon packers Pvt. Ltd. can avail
ITC in respect of outdoor catering services availed by it as the same is being provided under
a statutory obligation.

47. Ramesh ataxpayer receives 100 invoices (for inward supply of goods /services) involving ITC of
<10 lakhs, fromvarious suppliers during the month of Nov, 2019 and has to claim ITC in his FORM
GSTR-3B of November, to be filed by 20 Dec, 2019. Suppliers have furnished in FORM GSTR-1,
80 invoices involving ITC of 6 lakhs as on the due date of furnishing of the details of outward
supplies by the suppliers.

Sol.
| Particulars Amount (3)
Eligible ITC as per details uploaded by the supplier 6,00,000
Total Credit can be availed in 3B 6,00,000

48. A Ltd. procured the following goods in the month of December, 2020.

Inward Supplies |
(1) Goods used in constructing an additional floor of office building 18,450
(2) Goods given as free sample to prospective customers 15,000
(3) Trucks used for transportation of inputs in the factory 11,000
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Inward Supplies

machinery

(4) Inputs used in trial runs 9,850
(5) Confectionery items for consumption of employees working in the factory 3,250
(6) Cement used for making foundation and structural support to plant and 8,050

Compute the amount of ITC available with A Ltd. for the month of December 2020 by giving
necessary explanations. Assume that all the other conditions necessary for availing ITC have
been fulfilled.

Sol. Computation of amount of ITC available for the month of December 2020

o

Goods used in construction of additional floor of office building

[ITC on goods received by a taxable person for construction of an immovable
property on his own account is blocked even if the same is used in the course
or furtherance of business. It has been assumed that the cost of construction
of an additional floor has been capitalised.]

Nil

(2)

Goods given as free samples to prospective customers
[ITC on goods disposed of by way of free samples is blocked. ]

Nil

(3)

Trucks used for transportation of inputs in the factory
[ITC on motor vehicles used for transportation of goods is not blocked?®.]

11,000

(4)

Inputs used in trial runs
[Being used in trial runs, inputs are used in the course or furtherance of
business and hence ITC thereon is allowed. ]

9,850

(5)

Confectionary items for consumption of employees working in the factory
[ITC on food or beverages is blocked unless the same is used in the same
line of business or as an element of the taxable composite or mixed supply.

Further, ITC on goods and /or service used for personal consumption is
blocked. ]

Nil

(6)

Cement used for making foundation and structural support to plant and
machinery [ITC on goods used for construction of plants and machinery is not
blocked. Plant and machinery includes foundation and structural supports
through which the same is fixed to earth.]

8,050

Total eligible ITC

28,900

49, Who can impose restrictions on utilisation of input tax credit (ITC) available in the electronic credit
ledger and under what circumstances can restrictions be imposed under the CGST Rules 20177

Sol. (@) The Commissioner or an officer (not below the rank of an Assistant Commissioner) authorised
by him has been empowered to impose restrictions on utilisation of ITC available in the
electronic credit ledger.

198 \N
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The restrictions can be imposed underthe CGST Rules, 2017 in the following circumstances:

(i) ITC has been availed on the basis of tax invoices /valid documents -

o issued by a non-existent supplier or by a person not conducting any business from
the registered place of business; or

o without receipt of goods and /or services; or
o the tax in relation to which has not been paid to the Government.

(if) Registered person availing ITC has been found non-existent or not to be conducting
any business from the registered place of business; or

(iif) Registered person availing ITC is not in possession of a tax invoice/valid document.

MULTIPLE CHOICE QUESTIONS

1. In which of the following situations, the taxpayer needs to reverse the credit already taken?
(a) If payment is not made to the supplier within 45 days from the date of invoice
(b) If payment is not made to the supplier within 90 days from the date of invoice
(c) If payment is not made to the supplier within 180 days from the date of invoice
(d) None of the above

2. What is the time limit for taking ITC on invoices pertaining to a financial year?
(@) 180 days
(b) 1year
(¢) Due date of filing return for the month of September of the next financial year or the date of
filing annual return, whichever is earlier
(d) Nolimit
3. Ifthe goods are received in lots/installment,
(a) 50% ITC can be taken on receipt of 1°F installment and balance 50% on receipt of last
installment.
(b) ITC can be availed upon receipt of last installment.
(c) 1009% ITC can be taken on receipt of 1% installment.
(d) Proportionate ITC can be availed on receipt of each lot/installment.

4, Forbanking companies using inputs and input services partly for taxable supplies and partly for
exempt supplies, which of the statements is true?

(a) ITC shall be compulsorily restricted to credit attributable to taxable supplies including zero
rated supplies.

(b) 50% ofeligible ITC on inputs, capital goods, and input service shall be mandatorily availed in
a month and the rest shall lapse.

(¢) Banking company can choose to exercise either option (a) or option (b)
(d) None of the above
5. Asupplier takes deduction of depreciation on the GST component of the cost of capital goods as
per Income-tax Act, 1961. The supplier can-
(a) avail only 50% of the said tax component as ITC
(b) not avail ITC on the said tax component
(c) avail 100% ITC of the said tax component

(d) avail only 25% of the said tax component as ITC
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6. Which of the following inward supplies are not eligible for ITC in case of a company manufacturing
shoes?
(@) Food and beverages
(b) Outdoor catering
(¢) Health services
(d) All of the above
7. Which of the following statements is true for a composition tax payer?
(@) Acomposition tax payer can avail only 50% of ITC on capital goods.
(b) Acomposition tax payer can avail 100% ITC on inputs.
(c) ITC is not available on inward supplies made by a composition tax payer.
(d) Compositiontax will be available as ITC to the recipient only if the tax is mentioned separately
in the invoice raised by the composition tax payer.

8. Krishna Motors is a car dealer selling cars of an international car company. It also provides
maintenance and repair services of the cars sold by it as well as other cars. Determine the amount
of inputtax credit available with the help of the following information regarding expenses incurred
by it during the course of its business operations:

Particulars GST Paid

Cars purchased from the manufacturer for making further supply of such cars.
[Two of such cars are destroyed in accidents while being used for test drive by | 20,00,000
potential customers. GST paid on their purchase is ¥1,00,000]

Works contract services availed for constructing a car shed in its premises. 50,000
(&) ¥19,00,000 (b) %21,10,000
() T19,50,000 (d) %20,50,000

9. Compute the value of ‘exempted supply’ for purpose of section 17(2) ofthe CGST Act, 2017 from
the following details:
(i) Value of alcoholic liquor for human consumption: ¥1,50,000
(if) Value of architect services supplied: ¥2,00,000
(iif) Securities of face value of ¥1,00,000 sold for 95,000

(a) 1,50,000 (b) 2,50,000
(c) %2,45,000 (d) %1,50,950
10. Calculate the amount of eligible input tax credit-

Particulars GST Paid ()

1. | A Mini bus having seating capacity of 15 persons (including driver) used| 15,00,000
for running on hire
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Particulars GST Paid )

2. | Car having seating capacity of 8 people used for business purposes 1,00,00,000

3. | Car having seating capacity of 4 persons used for imparting training on| 50,00,000
driving such car

4. |Special purpose vehicle having seating capacity of 2 persons used for| 60,00,000
transportation of goods

(a) %2,25,00,000 (b) ¥2,10,00,000
(c) %1,25,00,000 (d) ¥75,00,000
11.
(i) A software professional providing technical consultancy buys a motorcycle for use by his
employee.

(if) A motor driving school buys a car for being used in imparting motor driving training.
(iif) Aflying school imports an aircraft for use in its training activity.
(iv) A manufacturer buys a small truck for the purpose of transporting its inputs and finished

goods.
Input tax credit cannot be taken on:
(a) (i) (b) (1), (i), (ifd), (iv)
(c) () (d) (1), (i)

12. Kamlesh hires a works contractor for repairing his factory building on a lump sum payment of
¥11,80,000. He debits half of the expenditure in the profit and loss account and the remaining
half in the building account.

Assuming the rate of GST to be 18%, Kamlesh can take input tax credit of:
(a) 390,000 (b) %1,06,200
(c) %2,12,400 (d) Nil
13. Inputtax Credit is available on all supplies which are used or intended to be used inthe course or
furtherance of business. Input tax credit will be available under which of the following situations?
(a) GST paid on motor vehicle for transportation of persons with seating capacity < 13, used in
the course and furtherance of business.
(b) GST paid on club membership fees.
(¢) GST paid on goods or services or both used for personal consumption.
(d) IGST @18% paid on inputs purchased from a vendor in Bangalore where the supplier is
registered in Rajasthan.
14. Mr X becomes liable to pay tax on 15t August, 2018 and has obtained registration on 15 August,
2018. Such person is eligible for input tax credit on inputs held in stock as on:
(@) 1% August, 2018 (b) 31%%]July,2018
(c) 15% August, 2018 (d) Hecannottakecreditforthepastperiod
15. 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 totransfer his business
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tohisfriend 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 himwith the issue of transfer of unutilized input tax credit
in the electronic credit ledger of M /s. Royal Shoe & Company to M /s Hawai Shoes & Company.

Advise Mr. Rahul Roywith the correct option in accordance with the provisions of the CGST Act, 201 7:

(@) M/s.RoyalShoe&Companycannottransferunutilised inputtaxcreditinitselectronic creditledgerto
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 utilised in setting off GST liability
for the 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 utilised in setting off GST liability
for a period up to the month of September following the year in which ITC was transferred.
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.

16. Mr.Chamcham, registered under GST in Delhi, is a domestic trader as also an exporter of wholesale
goods. His annual turnover and input tax details are as follows:

. 1 1| Tax Paid on
Taxable goods 90 lakhs 9 lakhs
Exempt goods 10 lakhs 1 lakh
Exported goods 15 lakhs 2 lakhs

No GST is payable on exempt and exported goods. Mr. Chamcham seeks your expert help in
calculating the amount of ITC, which he is eligible to claim:

(@) 12,00,000/- (b) 11,00,000/-

(c) 10,00,000/- (d) 9,00,000/-

17. Mr Arun, a registered supplier, is engaged in selling sweets. The sweets are sold in boxes and the
cost of each sweet box is ¥500/-. In order to increase his turnover, he purchased certain juice
cans @ ¥20/- each and added juice cans with every sweet box as a gift. A sweet box along with a
free juice can is sold at ¥500/- each.

Which of the statements is correct?
(a) He is liable to pay tax on ¥520/- and eligible to claim input tax credit on purchase of juice cans
(b) Heisliabletopaytaxon ¥500/- and not eligible to claim input tax credit on purchase of juice cans
(c) Heisliable topaytaxonI500/- and also eligible to claim input tax credit on purchase of juice cans
(d) Either (a) or (b)
18. Whatdo you meanhby Value of assets forthe purpose of apportionment of ITC in case of demerger?

(a) “value of assets” means the value of the entire assets of the business, on which ITC has been
availed thereon.

(b) “value of assets” means the value of the entire assets of the business, whether or not ITC has
been availed thereon.

19. Whether ITC allowed or Blocked in the independent cases?
(i) ITC on cars purchased by a manufacturing company for official use of its employees.
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(if) 1TC on cars purchased by a car dealer for sale to customers.

(iif) ITC on cars purchased by a company engaged in renting out cars for transportation of
passengers.

(iv) ITC on cars purchased by a car driving school.

(v) ITConbusespurchased bya company for transportation of its employees from their residence to
office and back.

(vi) ITC on trucks purchased by a company for transportation of its finished goods.
(a)Blocked, Blocked, Blocked, allowed, allowed, allowed
(b)Blocked, allowed, allowed, allowed, Blocked, allowed
(c)Blocked, allowed, allowed, allowed, allowed, Blocked
(d)Blocked, allowed, allowed, allowed, allowed, allowed

20. Whether ITC allowed or Blocked in the independent cases?

(i) ITC on general insurance taken on a car used by employees of a manufacturing company for
official purposes.

(if) 1TC on maintenance & repair services availed by a company for a truck used for transporting
its finished goods.

(a) Blocked, Allowed (b) Allowed, Blocked

21. AB&Co. acatererofAmritsar,hasbeenawardedacontractforcateringinamarriagetobeheldatLudhiana.
The firm has given the contract for supply of snacks, to be served in the marriage, to CD & Sons,
a local caterer of Ludhiana. ITC on such outdoor catering services availed by AB & Co,, is

(a) Blocked (b) Allowed

22. ITC on outdoor catering services availed by a company, for a team development event organised
for its employees, is
(a) Blocked (b) Allowed

23. ITC is an outdoor catering service available by a company to run a canteen in its factory. The
Factories Act, 1948 requires the company to set up a canteen in its factory. ITC on such outdoor
catering is
(a) Blocked (b) Allowed

24. Which form is to be filed for Transfer of credit on obtaining separate registrations for multiple
places of business within a State/Union territory.

(@) Form GST ITC 02 (b) Form GST ITC 02A

Answer Key

1.(c) | 2.(c) | 3.(b) | 4. (c) [ 5.(B) | 6(d) | 7.(c) | B.(a) | 9.(d) |10.(c]
11. (0) | 12. (@) | 13. (@ | 14. (B) | 15. (B) | 16. (B) | 17. (9 | 18. (B) | 19. (d) | 20. (@)
21. (0) | 22. (@ | 23. ) | 24. (1)
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THEORY

Background

o Under GST law, a supplier is required to obtain State-wise registration. There is no concept of
a centralized registration under GST like the erstwhile service tax regime.

o A supplier has to obtain registration in every State /UT from where he makes a taxable supply
provided his aggregate turnover exceeds a specified threshold limit. Thus, he is not required to
obtain registration from a State /UT from where he makes a non-taxable supply.

o Registration in GST is PAN based, once a supplier is liable to register, he has to obtain registration
in each of the States /UTs in which he operates under the same PAN.

o Supplier is normally required to obtain single registration in a State/UT. However, where he has
multiple places of business in a State /UT, he has the option either to get a single registration for
said State/UT or to get separate registrations for each place of business in such State/UT.

o Registration under GST is not tax specific, which means that there is single registration for all the
taxes i.e. CGST, SGST/UTGST, IGST and GST compensation cess.

B SECTION 22 REGISTRATION UNDER

SUPPLIER Registration Requirement
Exclusive Supply of Service Shall be liable to be registered in the State /Union Territory if
Or his aggregate turnover in a financial year exceeds ¥20,00,000.

However for following specified states, the threshold limit is

Supply of Notified Goods 310,00,000.

Or
Supply Both Goods & Services

2 G VST e el VAT B I R | Registration shall be required if turnover has exceeded

Except Notified Goods, %40,00,000.
Limit Shall Be %20,00,000 in LimitShallBe310,00,000
Following States: in Following States:

o Arunachal Pradesh o Manipur
o Telangana o Mizoram
o Uttrakhand o Nagaland
0 Meghalya o Tripura
o Puducherry

o Sikkim




Notified Goods: Ice-Creamand otheredibleice, Pan Masala, Tobaccoand manufactured tobaccosubstitutes.
As per section 2(6), “aggregate turnover” (To be calculated on all India basis)

Value of all taxable outward supplies (FCM/RCM)

exempt supplies

inter-State supplies of persons having the same Permanent Account Number
Total

XX
XX
exports of goods or services or both s
XX
XX

Exclusions
(a) central tax, State tax, Union territory tax, integrated tax and cess.
(b) value of inward supplies on which tax is payable by a person on reverse charge basis.

Aggregate turnover shall include all supplies made by the taxable person whether on his own
account or on behalf of all his principals.

If a business is carried by a taxable person who is registered under this Act has transferred
his business to any other person, the transferee shall obtain fresh registration from the date of
transfer of business provided transferee is not a registered entity.

Registration required only for a place of business from where taxable supply takes place

A person is required to obtain registration with respect to his each place of business in India from
where a taxable supply has taken place. However, a supplier is not liable to obtain registration in a
State /UT from where he makes an exempt/non-taxable supply Further, the threshold limit of a person
having places of business in more than one State/UT in India gets reduced to 10 lakh only when such
person makes taxable supplies of goods or services or both from any of the Special Category States as
per section 22.

However, in case he makes exempt/non-taxable supply from a Special Category State and taxable
supplies from a State other than Special Category State, the threshold limit shall not be so reduced.

Example

Uday Enterprises is engaged in supply of taxable goods in Maharashtra. It also supplies alcoholic
liquor for human consumption from Nagaland. Its turnover in the current financial year is ¥34 lakh in
Maharashtra and 38 lakh in Nagaland Since Uday Enterprises is exclusively engaged in making taxable
supplies of goods from Maharashtra, the applicable threshold limit for obtaining registration is 40
lakh. However, the threshold limit will not be reduced to 10 lakh in this case, as supply of alcoholic
liquor for human consumption from Nagaland {one of the Special Category States) are non-taxable
supplies.

In the given case, since the aggregate turnover of Uday Enterprises exceeds the applicable threshold
limit of T40 lakh, it is liable to obtain registration. It will obtain registration in Maharashtra, but is not
required to obtain registration in Nagaland as he is not making any taxable supplies from said State.

Section 23 Persons not liable for registration
1. The following persons shall not be liable to registration, namely:—

(a) any person engaged exclusively in the business of supplying goods or services or both that are
not liable to tax or wholly exempt from tax under this Act or under the Integrated Goods and
Services Tax Act;

Registration




(b) An agriculturist, to the extent of supply of produce out of cultivation of land.

The term agriculturist has been defined under section 2(7) as an individual /Hindu Undivided
Family (HUF) who undertakes cultivation of land

(a) by own labour, or
(b) by the labour of family, or

(c) by servants on wages payable in cash or kind or by hired labour under personal supervision
or the personal supervision of any member of the family.

Example

Deshbandhu is an agriculturist engaged in cultivation of wheat in his field in the State of Punjab. He
was exclusively engaged in the supply of wheat cultivated in his field in the previous year. Thus, he
was not liable to registration as he was exclusively engaged in supply of produce out of cultivation
of land.

In the current year, he decides to start trading in rice apart from supplying his wheat produce. His
turnoverinthe current year is¥32 lakh from supply of wheat produced and 39 lakh fromtrading of rice.
Since he is engaged in trading of rice also, he is not covered under section 23 above. The threshold
limit for registration applicable to a person exclusively engaged in supply of goods in the State of
Punjab is ¥40 lakh. The aggregate turnover of Deshbandhu inthe current year is ¥41 lakh [X32 lakh
+ 39 lakh] which exceeds the threshold limit. Thus, he will be liable to registration.

. The Government may, on the recommendations of the Council, by notification, specify the category

of persons who may be exempted from obtaining registration under this Act.

As per notification number CT-5/2017 dated 19.06.2017, Government has exempted the
persons from registration who are only engaged in making supplies of taxable goods or services
or both, total tax on which is liable to be paid on reverse charge basis by the recipient of such
goods or services under section 9(3).

Section 24 Compulsory Registration

Not with standing any thing contained in section 22, following persons must take registration
irrespective of their turnover:

1.

ok W

™ &

Persons making any inter-State taxable supply of goods except Inter State supply of handicrafts
goods (section 22 shall be applicable) provided supplier has obtained PAN and also e-way hill has
to be generated.

. Casual taxable persons making taxable supply

As per section 2 (20), “casual taxable person” means a person who occasionally undertakes
transactions involving supply of goods or services or both in the course or furtherance of
business, whether as principal, agent or in any other capacity, in a State or a Union territory
where he has no fixed place of business.

. Persons who are required to pay tax under reverse charge
. Non-resident taxable persons making taxable supply
. Persons who make taxable supply of goods /services on behalf of other taxable persons whether as

an agent or otherwise.

Every electronic commerce operator.

Persons supplying goods through electronic commerce operator shall also be required to take
registration.

. Every person supplying online money gaming from a place outside India to a person in India.
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Unregistered persons with aggregate turnover upto threshold limit permitted to supply goods
through an ECO.

The persons making supplies of goods through an ECO who is required to collect TCS under section 52
and having an aggregate turnover in the preceding financial year and in the current financial year not
exceeding the threshold limit in accordance with the provisions of section 22(1), are exempted from
obtaining registration, subject to the following conditions, namely:
(i) Such persons shall not make any inter-State supply of goods;
(ii) Such persons shall not make supply of goods through ECO in more than one State/Union
territory;
(iii) Such persons shall be required to have a PAN issued under the Income- tax Act, 1961;

(iv) Such persons shall, before making any supply of goods through ECO, declare on the common
portal:

(a) Their PAN
(b) Address of their place of business and
(c) State/UT in which such persons seek to make such supply, which shall be subjected to
validation on the common portal;
(v) Such persons have been granted an enrolment number on the common portal on successful
validation of the PAN declared above;
(vi) Such persons shall not be granted more than one enrolment number in a State/UT;
(vii) No supply of goods shall be made by such persons through ECO unless such persons have been
granted an enrolment number on the common portal; and
(viii) Ehere such persons are subsequently granted registration under section 25, the enrolment
number shall cease to be valid from the effective date of registration.
The ECO who is required to collect tax at source under section 52 has been notified as the class of
persons who shall follow the following special procedure in respect of supply of goods made through
it by said unregistered persons:
(i) ECO shall allow the supply of goods through it by the unregistered person only if enrolment
number has been allotted on the common portal to the said person;
(ii) ECO shall not allow any inter-State supply of goods through it by the unregistered person;
(iii) ECO shall not collecttax at source undersection 52(1) in respect of supply of goods made through
it by the said person; and
(iv) ECO shall furnish the details of supplies of goods made through it by the said person in the
statement in Form GSTR-8 electronically on the common portal.
Where multiple ECOs are involved in a single supply of goods through ECO platform, “ECO” shall mean
the ECO who finally releases the payment to the said person for the said supply made by the said
person through him.
Special procedure to be followed by ECOs in respect of supplies of goods through them by
composition taxpayers
Composition suppliers to make supply of goods through such ECOs. Supply of services by composition
suppliers through ECO is still not permitted.

ECO who is required to collect tax at source under section 52 has been notified as the class of persons
who shall follow the following special procedure in respect of supply of goods made through it by the
composition suppliers, namely:-
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(i) The ECO shall not allow any inter-State supply of goods through it by the said person;

(ii) The ECO shall collecttax at source under section 52(1) in respect of supply of goods made through
it by the said person and pay to the Government as per provisions of section 52(3); and

(iii) The ECO shall furnish the details of supplies of goods made through it by the said person in the
statement in Form GSTR-8 electronically on the common portal.

Section 25 Procedure For Registration

1. Every person liable to be registered shall apply for registration in every such State/UT in which he
is so liable within 30 days from the date on which he becomes liable for registration.

Provided that a casual taxable person or a non-resident taxable person shall apply for registration
at least five days prior to the commencement of business.

2. State-wise registration

(a) Registration needs to be taken State-wise, i.e. there is no centralised registration under GST.
A business entity having its branches in multiple States will have to take separate State-wise
registration for its branches in different States.

(b) Further, within a State, an entity with different branches shall be granted single registration
wherein it can declare one place as principal place of business (PPoB) and other branches as
additional places of business (APoB).

(c) Although ataxpayer having multiple places of business in one State is not mandatorily required
to obtain separate registration for each such place of business in the State, he has an option to
obtain independent registrations with respect to each such separate place of business.

3. However, as per section 25(3) any person can take voluntary registration and the procedure for
registration shall be the same.

4. A person who has obtained or is required to obtain more than one registration, whether in one
State or Union territory or more than one State or Union territory shall, in respect of each such
registration,be treated as distinct persons for the purposes of this Act.

5. Where a person who has obtained or is required to obtain registration in a State or Union territory
in respect of an establishment, has an establishment in another State or Union territory, then such
establishments shall be treated as establishments of distinct persons for the purposes of this Act.

6. Every person shall have a Permanent Account Number issued under the Income-tax Act, 1961 in
order to be eligible for grant of registration.

7. Every registered person shall undergo authentication, or furnish proof of possession of Aadhaar
number, in such form and manner and within such time as may be prescribed.

Provided that if an Aadhaar number is not assigned to the registered person, such person shall be
offered alternate and viable means of identification in such manner as Government may, on the
recommendations of the Council, prescribe.

Provided further that in case of failure to undergo authentication or furnish proof of possession
of Aadhaar number or furnish alternate and viable means of identification, registration allotted to
such person shall be deemed to be invalid and the other provisions of this Act shall apply as if such
person does not have a registration.

8. Section 25(6B) and (6C) Read with Rule 8(4A), require every individual and Karta, Managing
Director, Whole Time Director, partners of firmetc. respectively, to undergo authentication /furnish
proof of possession of aadhaar number in prescribed manner. Such authentication is mandatory to
be eligible for grant of registration.
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9. Section25(6D) provides thatthe provisions of section 25(6A) /{6B) /(6C) shall not apply to notified
person/class of persons/any notified State/UT /part thereof.
Following persons have been exempted from aadhaar authentication
(i) Apersonwho is not a citizen of India
(if) Department or establishment of State Government or Central Government
(iif) Local authority
(iv) Statutory body
(v) Public Sector Undertaking
(vi) A person applying for Unique Identity Number
10. Unique Identity Number (UIN) [Section 25(9) & (10) read with rule 17]
Any specialised agency of the United Nations Organization or any Multilateral Financial institution
and organisation as notified under the United Nations (Privileges and Immunities) Act, 1947,

consulate or embassy of foreign countries and any other person notified by the Commissioner, is
required to obtain a UIN from the GSTN portal.

This UIN is needed for claiming refund of taxes paid on notified supplies of goods and for services
received by them, and for such other purpose as may be notified. UIN granted is a centralised UIN
i.e. it shall be applicable to the territory of India. A person having UIN is not registered person and
thus, is not a taxable person.

The proper officer may, upon submission of an application in prescribed form or after filling up the
said form or after receiving a recommendation from the Ministry of External Affairs, Government of
India, assign a UIN to the said person and issue a certificate in Form GST REG 06 within 3 working
days from the date of submission of application.
11. Suo-motu registration by the proper officer [Section 25(8) read with rule 16]

Where, pursuant to any survey, enquiry, inspection, search or any other proceedings under the Act,
the proper officer finds that a personliable to registration under the Act has failed to apply for such
registration, such officer may register the said person on a temporary basis and issue an order in
prescribed form.

Such person shall either:

(i) Submit an application for registration in prescribed form within 90 days from the date of grant

of temporary registration, or

(if) File an appeal against such temporary registration.

In case (ii), if the Appellate Authority upholds the liability to registration, application for registration
shall be submitted within 30 days from the date of issuance of such order of the Appellate Authority.

GSTIN thereafter granted shall be effective from the date of order of the proper officer granting
temporary registration.
Procedure of Registration

Rule 8, Every person applying for registration shall declare his Permanent account number, mobile
number, e-mail address, authentication of Aadhaar, State or Union territory in Part A of form
GST REG-01 and it is to be applied on the common portal. The particulars so given shall be verified
by the GST Authority and a temporary reference number (TRN) shall be generated simultaneously.

Usingthe TRN the applicant shall submit Part-B of REG-01 along with specified documents. On receipt
of application an acknowledgement shall be given in REG-02.
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Date of submission of the application in shall be earlier of:

(a) The date of authentication of the Aadhaar number, or

(b) 15 days from the submission of the application in Part B of Form GST REG-01.

Rule 9,GST authority shall forward the applicationto the properofficerand ifitis inorder, a registration
certificate shall be issued within 7 working days from the date of submission of application (Part-B). If
the application is not complete in every aspect, he will issue a notice to the applicant in REG-03 within
7 working days from the date of submission and applicant shall furnish clarification in REG-04 within
a period of 7 working days and if proper officer is satisfied he shall issue registration certificate in
REG-06 within 7 working days from the date of receipt of clarification. If no clarification is submitted
or the proper officer is not satisfied, the proper officer shall reject the application by issuing REG-05.

Proviso To Rule 9(1)

Where a person, other than those notified under section 25(6D), fails to undergo authentication of
Aadhaar number, then the registration shall be granted only after physical verification of the principal
place of business inthe presence of the said person, notlater than 30 days fromthe date of application.
A site survey (Physical verification) will be done and identification documents will be verified.

The verification report along with the other documents, including photographs, shall be uploaded in
prescribed form on the common portal within a period of 15 working days following the date of such
verification. In such cases, deemed approval of the registration application [as provided in rule 9(5]]
will not be applicable.

Provided that where a person, other than a person notified under sub-section (6D) of section 25, fails
to undergo authentication of Aadhaar number rule 8 or does not opt for authentication of Aadhaar
number, the notice in FORM GST REG-03 may be issued not later than 30 days from the date of
submission of the application.

Deemed Registration
If the proper officer fails to take any action,

(@) Within aperiod of 7 working days from the date of submission of the application in cases where a
person successfully undergoes authentication of Aadhaar number or is notified under subsection
(6D) of section 25; or

(b) Within the time period prescribed above (30 days), in cases where a person, other than a person
notified under sub section (6D) of section 25, fails to undergo authentication of Aadhaar number; or

(c) Within aperiod of 30 days from the date of submission of the application in cases where a person
does not opt for authentication of Aadhaar number; or

(d) Within a period of 7 working days from the date of the receipt of the clarification, information or
documents furnished by the applicant, the application for grant of registration shall be deemed
to have been approved

As per Rule 10, Certificate of registration shall be granted in form no. REG-06 and if the supplier has
more than one branch in a State or Union Territory, he will get one registration certificate and all the
places of the supplier shall be mentioned in the certificate. The supplier shall be allotted goods and
service tax identification number and it will consist of

(a) Two characters for the State code.

(b) Ten characters for the Permanent Account Number or the Tax Deduction and Collection Account
Number.

(c) Two characters forthe entity code and
(d) One checksum character.
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Rule 10A, a registered person has an option to give his bank account details after obtaining registration,
within 45 days from the date of grant of registration or the due date of furnishing return, whichever is
earlier.

This option is not available for those who have been granted registration as TDS deductor/ TCS collector
orwho have obtained suo-motu registration.
However, if a person violates the provisions of rule 104, his GST registration is liable to be cancelled [Rule 21].

Effective Date of Registration
1. Mandatory Registration

If applicant has submitted application within a period of 30 days, he will be considered to be
registered from the date on which he becomes liable to registration and if application is given
after 30 days, effective date of registration shall be the date of granting registration.

2. Voluntary Registration
In this case, the effective date of registration shall be the date of granting registration.

Registration of casual taxable person and Non-Resident taxable
Section 24, Every casual taxable person and Non-Resident taxable person shall also be required to
take registration irrespective of the turnover and procedure shall be the same.

Section 25, they should apply for registration at least 5 days prior to commencement of business.
Also, along with registration application they have to deposit GST in advance by estimating their tax
liability.

Section 27, Certificate shall be valid for the specified period but maximum 90 days however proper
officer may extend it further but for maximum 90 days. Such person shall make advance deposit of
GST as estimated by him for the extended period as well along with extension application.

Rule 13, A non-resident taxable person shall electronically submit an application, along with a self
attested copy of his valid passport. In the case of a business entity incorporated or established outside
India, the application for registration shall be submitted along with its tax identification number or
unique number on the basis of which the entity is identified by the Government of that country or its
Permanent Account Number, if available.

Extension in period of operation by Casual taxable person and Non-Resident taxable person

As per Rule 15, Where a registered casual taxable person intends to extend the period of registration
indicated in his application of registration, an application in FORM GST REG-11 shall be submitted by
such person before the end of the validity of registration granted to him.

Section 28/Rule 19 Amendment of Registration

If any person has taken registration, subsequent amendment is allowed with regard to the following;
Core areas (Amendment is allowed only after approval of proper officer)

o Name of business

o Address of the business

o Addition/deletion of partners/directors of business which does not warrant cancellation of
registration

Non-core areas (Approval of proper officer not required however, e-verification shall be done)

o Change in mobile number or e-mail address of the authorised signatory.

Registration




Procedure for Amendment in core areas

1. Every registered person shall apply online for amendment in core areas in form no. REG - 14
within 15 days of any change along with the documents relating to such change.

2. The proper officer approves the amendment in core areas within 15 working days from the date
of receipt of application and issues an order inform REG-15 and such amendment shall take effect
from the date of such change. Further such amendments shall be applicable for all the registration
with the same PAN.

3. If the proper officer is of the opinion that the document is incomplete or incorrect, the proper
officer shall serve a show cause notice why application for amendment is not to be rejected in REG-
03 within 15 working days from the date of receipt of application. And the registered person shall
furnish a reply in REG-04 within 7 working days from the date of service of notice.

4, Where reply furnished is satisfactory then Proper officer shall allow the amendment on the other
hand if reply is not satisfactory or where no reply is furnished, the proper officer shall reject the
application and pass an order in REG-05.

Where a change in constitution of any business results in change of the PAN, certificate shall
be cancelled and the person shall apply for fresh registration in REG-01.

Section 29/Rule 20 to 22 Cancellation of Registration

1. Cancellation at the request of the applicant
In the following cases a registered person or successor shall file an application for cancellation of
registration-
1. The business has been discontinued, transferred fully for any reason including death of the

proprietor, amalgamated with other legal entity, demerged or transferred as a going concern.

2. There is any change in the constitution of the business.
3. The taxable person is no longer liable to be registered u/s 22 or 24.

2. Cancellation by GST officer own his own motion

The Registration certificate can be cancelled by proper officer on his own motion in the following
cases:

1. Aregistered person does not conduct any business from the declared place of business.

2. Aregistered person issues invoice or bill without supply of goods or services in violation of the Act.

3. Violation of conditions of taking ITC as prescribed u/s 16, mismatch of GSTR-1 and GSTR- 3B,
or violation of rule 86B

4. Aregistered person violates the provisions of section 171 of the Act i.e. if rate of GST has been
decreased, benefit should be given to the customer.

5. AComposition Dealer paying tax u/s 10 has not furnished the return for a FY beyond 3 months
from the due date of furnishing the said return.

6. Any Registered person (other than Composition Dealer) has not furnished return for such
continuous tax period, as may be prescribed

QRMP Taxpayers Default in furnishing continuous 2 Quarterly returns

Non-QRMP Taxpayers Default in furnishing continuous 6 monthly returns

7. Any person who has taken voluntary registration and has not commenced business within
6 months from the date of registration.

8. registration has been obtained by means of fraud, wilful misstatement or suppression of facts.
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Suspension of registration Rule 21A

1. Where a registered person has applied for cancellation of registration, the registration shall be
deemed to be suspended from the date of submission of the application or the date from which the
cancellation is sought, whichever is later, pending the completion of proceedings for cancellation
of registration.

2. Where the proper officer has reasons to believe on his own that the registration of a person is liable
to be cancelled, he may, without affording the said person a reasonable opportunity of being heard,
suspend the registration of such person with effect from a date to be determined by him, pending
the completion of the proceedings for cancellation of registration.

2A. Where, a comparison of the returns furnished by a registered person under section 39 with:

(a) the details of outward supplies furnished in Form GSTR-1; or

(b) the details of inward supplies derived based on the details of outward supplies furnished
by his suppliers in their Form GSTR-1, or such other analysis, as may be carried out on the
recommendations of the Council, show that there are significant differences or anomalies
indicating contravention of the provisions of the CGST Act or the rules made thereunder, leading
to cancellation of registration of the said person, his registration shall be suspended.

Said personshall be intimated inprescribed formby sendinga communicationtohis e-mail address
provided at the time of registration or as amended from time to time.

In this intimation for suspension and notice for cancellation of registration, the said differences
and anomalies are highlighted and said person is asked to explain, within a period of 30 days, as to
why his registration shall not be cancelled [New sub-rule (2A)].

3. A registered person, whose registration has been suspended, shall not make any taxable supply
during the period of suspension and shall not be required to furnish any return under section 39.
It means that the registered person shall not issue a tax invoice and, accordingly, not charge tax on
supplies made by him during the period of suspension.

3A. Ina case where the cancellation is initiated by the Department on its own and registration of a
person has been suspended, such person shall not be granted any refund under section 54 of the
CGST Act, during the period of suspension of his registration [New sub-rule (3A)].

4. The suspension of registration shall be deemed to be revoked upon completion of the proceedings
by the proper officer and such revocation shall be effective from the date on which the suspension
had come into effect.

Proviso, The suspension of registration may be revoked by the proper officer, anytime during the
pendency of the proceedings for cancellation, if he deems fit.

5. Where any order having the effect of revocation of suspension of registration has been passed, the
provisions of section 31(3)(a) [revised tax invoices] and section 40 [first return] in respect of the
supplies made during the period of suspension and the procedure specified therein shall apply.

Amount payable on cancellation of registration [Section 29(5) & (6)]

The cancellation of registration shall be effective from a date to be determined by the proper officer
and mentioned in the cancellation order. He will direct the taxable person to pay arrears of any tax,
interest or penalty including the amount liable to be paid under section 29(5).

A registered person whose registration is cancelled will have to debit the electronic credit or cash
ledger by an amount equivalent to:

(@) input tax credit (ITC) in respect of:

Registration




(1) Stock of inputs and inputs contained in semi-finished /finished goods’ stock or

(if) Capital goods or plant and machinery on the day immediately preceding the date of
cancellation,

(b) The output tax payable on such goods whichever is higher

Amount of credit to be reversed in respect of INPUTS

ITC on inputs computed proportionately on the basis of corresponding invoices on which
credit had been availed on such inputs, Or

Qutput tax payable on such goods Whichever is higher.
Amount of credit to be reversed in respect of CAPITAL GOODS OR PLANT & MACHINERY

Asper Rule44,ITC involved inthe remaining useful life in months of the capital goods computed
on pro-rata basis, taking the useful life as 5 years, or

Tax on the transaction value of such capital goods or plant and machinery under section 15
Whichever is higher.

Other Points

1.

The cancellation of registration will not affect liability of registered person to pay tax and other
dues under the Act for any period prior to the date of cancellation [Section 29(3)]

. The cancellation of registration under either SGST Act/UTGST Act shall be deemed to be a

cancellation of registration under CGST Act [Section 29(4)].

. Once registration is cancelled by the tax authority, the taxpayer will be intimated about the same

via sms and email. Order for cancellation of registration will be issued and intimated to the primary
authorised signatory by email and sms.

. Taxpayer would not be allowed tofile a returnfortheperiod after the date of cancellation mentioned

in the cancellation order. However, he can submit returns of the earlier period (i.e. for the period
before the date of cancellation mentioned in the cancellation order for which registration was
active).

Revocation of cancellation of registration Section 30/Rule 23

1.

Where the registration of a person is cancelled suo-motu by the proper officer, such registered
person may apply for revocation of the cancellation to such proper officer, within 90 days from the
date of service of the order of cancellation of registration.

. If the proper officer is satisfied that there are sufficient grounds for revocation of cancellation, he

may revoke the cancellation of registration, by an order within 30 days of receipt of application and
communicate the same to the applicant.

. Otherwise, he may reject the revocation application. However, before rejecting the application, he

has to first issue SCN to the applicant who shall furnish the clarification within 7 working days of
service of SCN. The proper officer shall dispose the application (accept/reject the same) within 30
days of receipt of clarification.

. Provided that such period 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”
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QUESTION BANK

1.

Sol.

Sol.

3.

Sol.

Determine the effective date of registration in following cases:

(@) The aggregate turnover of Mr. A, a service provider in Delhi has exceeded %20 lakhs on 1%
September It submits the application for registration on 20™ September. Registration certificate
is granted to it on 25" September.

(b) Mr. Ram is a service provider in Lucknow. Its aggregate turnover exceeds 20 lakhs on 25%
October. It submits the application for registration on 27" November. Registration certificate
is granted to it on 5™ December.

(a) Every supplier becomes liable to registration if his turnover exceeds 320 lakh [in a State /UT
other than Special Category States except Manipur, Mizoram, Nagaland, Tripura (M2NT)] in
a financial year [Section 22]. Since in the given case, the turnover of Mr. A exceeded 320 lakh
on 1%tSeptember, it becomes liable to registration on said date. Further, since the application
for registration has been submitted within 30 days from such date, the registration shall be
effective from the date on which the person becomes liable to registration. Therefore, the
effective date of registration is 15 September.

(b) Since inthe given case, the turnover of Mr. Ram exceeds 320 lakh on 25% October, it becomes
liable to registration on said date.
Further, since the application for registration has been submitted after 30 days from the date
such person becomes liable to registration, the registration shall be effective from the date of
grant of registration. Therefore, the effective date of registration is 5™ December.

Inordertobe eligible for grant of registration, a person must have a Permanent Account Number
issued under the Income-tax Act, 1961. State one exception to it.

A Permanent Account Number is mandatoryto be eligible for grant of registration. O ne exception
tothis is a non-resident taxable person. A non-resident taxable person may be granted registration
on the basis of other prescribed documents instead of PAN. He has to submit a self-attested copy
of his valid passport along with the application signed by his authorized signatory who is an
Indian Resident having valid PAN and application will be submitted in a different prescribed form
[Section 25(6) & (7)].
State which of the following suppliers are liable to be registered:
(@) Agent supplying goods on behalf of some other taxable person and its aggregate turnover
does not exceed 320 lakh during the financial year.
(b) Anagriculturist who is only engaged in supply of produce out of cultivation of land.
(a) Section 22 stipulatesthat every supplier becomes liable to registration ifhis turnover exceeds
X20lakhsinaState/UT [X10lakhs in Special Category States Manipur, Mizoram, Nagaland and
Tripura] in a financial year. However, as per section 24, a person supplying goods/services or

both on behalf of other taxable persons whether as an agent or not is liable to be compulsorily
registered even if its aggregate turnover does not exceed 320 lakhs during the financial year.

(b) Aspersection23,anagriculturist who is only engaged in supply of produce out of cultivation
of land is not required to obtain registration.

4, What are the advantages of taking registration in GST?

Sol. Registration will confer following advantages to the business:

Registration

o Legally recognized as supplier of goods or services.




Sol.

Sol.

Sol.

10.
Sol.

11.
Sol.

k.

R

o Proper accounting of taxes paid on the input goods or services which can be utilized for
payment of GST due on supply of goods or services or both by the business.

o Legally authorized to collect tax from his purchasers and pass on the credit of the taxes paid
on the goods or services supplied to purchasers or recipients.

o Become eligible to avail various other benefits and privileges rendered under the GST laws.
Can a person without GST registration collect GST and claim ITC?

No, a person without GST registration can neither collect GST from his customers nor can claim
any input tax credit of GST paid by him.

If a person is operating in different States, with the same PAN number, can he operate with a
single registration?

No. Every person who isliable to take a registration will have to get registered separately for each
of the States where he has a business operation and is liable to pay GST.

Is there a provision for a person to get himself voluntarily registered though he may not be liable
to pay GST?

Yes. In terms of sub-section (3) of section 25, a person, though not liable to be registered under
sections 22 or 24 may get himself registered voluntarily, and all provisions of this Act, as are
applicable to a registered taxable person, shall apply to such person.

. Can the Department, through the proper officer, Suo-moto proceed to register a person?
Sol.

Yes. Interms of sub-section (8) of section 25, where a person who is liable to be registered under
GST law fails to obtain registration, the proper officer may, without prejudice to any action which
may be taken under CGST Act, or under any other law for the time being in force, proceed to
register such person in the manner as is prescribed in the CGST Rules, 2017.

. Whether the registration granted to any person is permanent?
Sol.

Yes, the registration certificate once granted is permanent unless surrendered, cancelled,
suspended or revoked.

Is it necessary for the UN bodies to get registration under GST?

Yes. In terms of section 25(9) of the CGST Act, all notified UN bodies, Consulate or Embassy of
foreign countries and any other class of persons so notified would be required to obtain a unique
identification number (UIN) from the GST portal.

The structure of the said 1D would be uniform across the States in conformity with GSTIN structure
and the same will be common for the Centre and the States. This UIN will be needed for claiming
refund of taxes paid on notified supplies of goods and services received by them, and for any other
purpose as may be notified.

What is the responsibility of the taxable person making supplies to UN bodies?

The taxable supplier making supplies to UN bodies is expected to mentionthe UIN on the invoices
and treat such supplies as supplies to another registered person (B2B) and the invoices of the
same will be uploaded by the supplier.

What is the validity period of the registration certificate issued to a casual taxable person and
non-resident taxable person?
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Sol.

13.

Sol.

14.
Sol.

15.
Sol.
16.

Sol.

17.
Sol.

18.
Sol.

19.

Sol.

Registration

In terms of section 27(1) read with proviso thereto, the certificate of registration issued to a
“casual taxable person” or a “non-resident taxable person” shall be valid for a period specified
in the application for registration or 90 days from the effective date of registration, whichever
is earlier. However, the proper officer, at the request of the said taxable person, may extend the
validity of the aforesaid period of 90 days by a further period not exceeding 90 days.

What happens when the registration is obtained by means of willful mis-statement, fraud or
suppression of facts?

In such cases, the registration may be cancelled with retrospective effect by the proper officer
[Section 29(2)(e)].

Is there an option to take centralised registration for services under GST Law?

No, the tax paper has to take separate registration in every State from where he makes taxable
supplies.

What could be the liabilities (in so far as registration is concerned) on transfer of a business?

The transferee or the successor shall be liable to be registered with effect from such transfer or
succession and he will have to obtain a fresh registration with effect from the date of such transfer
or succession [Section 22(3)].

At the time of registration, will the assesses have to declare all his places of business?

Yes. The taxpayer will have to declare the principal place of business as well as the details of
additional places of business in the registration form.

What will be the time limit for the decision on the on-line registration application?

If the information and the uploaded documents are found in order, the proper officer has to
respond to the application within 3 common working days. If he communicates any deficiency
or discrepancy in the application within such time, then the applicant will have to remove the
discrepancy/deficiency within 7 days of such communication. Thereafter, for either approving
the application or rejecting it, the proper officer has 7 days’ time from the date when the taxable
person communicates removal of deficiencies. In case no response is given by the proper officer
within the said time line, the portal shall automatically generate the registration.

What will be the time of response by the applicant if any query is raised in the online application?

If during the process of verification, one of the tax authorities raises some query or notices some
error, the same shall be communicated to the applicant and to the other tax authority through
the GST Common Portal within 3 common working days. The applicant will reply to the query/
rectify the error/Solutionthe query within a period of 7 days from the date of receipt of deficiency
intimation.

On receipt of additional document or clarification, the relevant tax authority will respond within
7 common working days from the date of receipt of clarification.

Does cancellation of registration impose any tax obligations on the person whose registration is
so cancelled?

Yes, as per section 29(5) of the CGST Act, every registered taxable person whose registration is
cancelled shall pay an amount, by way of debit in the 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.




20,

Sol.

Pure Qils, Delhihas started the supply of machine oils and high speed diesel in the month of April,
20XX. The following details have been furnished by it for the said month:

20 Particulars

(i) | Supply of machine oils in Delhi 2,00,000
(if) | Supply of high speed diesel in Delhi 4,00,000
(iif) | Supply made through Fortis Lubricants - an agent of Pure Qils in Delhi 1,75,000
(iv) | Supply made by Pure Qils from its branch located in Punjab 1,80,000

Excluding GST

Determine whether Pure Qils is liable for registration. Will your Solution change, if Pure Qils
supplies machine oils amounting to ¥2,50,000 from its branch located in tripura in addition to
the above-mentioned supplies?

As per section 22 of the CGST Act, 2017, a supplier is liable to be registered in the State/Union
territory from where he makes a taxable supply of goods, if his aggregate turnover in a financial
year exceeds T40 lakh.
However, if such taxable supplies are made from a special category States, namely Manipur,
Mizoram, Nagaland, Tripura, he shall be liable to be registered if his aggregate turnover in a
financial year exceeds 10 lakh.
As per section 2(6) of the CGST Act, 2017, aggregate turnover includes the aggregate value of:
(i) all taxable supplies,

(i) all exempt supplies,

(iif) exports of goods and /or services and

(iv) all inter-State supplies of persons having the same PAN. The above is computed on an all India

basis.

Further, the aggregate turnover excludes central tax, State tax, Union territory tax, integrated tax
and cess. Moreover, the value of inward supplies on which tax is payable under reverse charge is
not taken into account for calculation of ‘aggregate turnover.
Section 9 of the CGST Act, 2017 provides that CGST is not leviable on five petroleum products i.e.
petroleum crude, motor spirit (petrol), high speed diesel, natural gas and aviation turbine fuel. As
per section 2(47) of the CGST Act, 2017, exempt supply includes non-taxable supply. Thus, supply
of high speed diesel in Delhi, being a non-taxable supply, is an exempt supply and is, therefore,
includible while computing the aggregate turnover.
Inthe backdrop of the above-mentioned discussion, the aggregate turnover for the month of April,
20XX is computed as under:

Particulars

(i) | Supply of machine oils in Delhi 2,00,000
(if) | Add: Supply of high-speed diesel in Delhi 4,00,000

(iif) | Add: Supply made through Fortis Lubricants - an agent of Pure Qils in Delhi| 1,75,000
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(iv) | Add: Supply made by Pure Qils from its branch located in Punjab 1,80,000

Aggregate Turnover 9,55,000

Since the aggregate turnover does not exceed 40 lakh, Pure Qils is not liable to be registered.
If Pure Qils made a supply of machine oils amounting to ¥2,50,000 from its branch in Himachal
Pradesh in addition to the above supply, then the threshold limit of registration will be reduced
to 10 lakh as Tripura is one of the specified Special Category States.

Aggregate Turnover in that case would be 39,55,000 + %2,50,000 = X12,05,000. So, if Pure Qils
supplies machine oils amounting to ¥2,50,000 from its branch in Tripuira, then it is liable to be
registered.

21. Mr Akash Malhotra of Gujarat often participates in the jewellery exhibition at the Trade Fair in
Delhi, which is organised every year in the month of February. Mr. Akash Malhotra applied for
registration in January. The proper officer demanded an advance deposit of tax in an amount
equivalent to the estimated tax liability of Mr. Akash Malhotra.

You are required to examine whether any advance tax is to be paid by Mr. Akash Malhotra at the
time of obtaining registration?

Sol. Yes,advancetax is to be paid by Mr. Akash Malhotra at the time of obtaining registration. Since Mr.
Akash Malhotra occasionally undertakes supply of goods in the course or furtherance of business
in a State where he has no fixed place of business, thus he qualifies as a casual taxable person in
terms of section 2(20) of CGST Act, 2017.

While a normal taxable person does not have to make any advance deposit of tax to obtain
registration, a casual taxable person shall, at the time of submission of application for registration
is required, in terms of section 27(2) read with proviso thereto, to make an advance deposit of
tax in an amount equivalent to the estimated tax liability of such person for the period for which
the registration is sought. If registration is to be extended beyond the initial period of 90 days,
an advance additional amount of tax equivalent to the estimated tax liability is to be deposited
for the period for which the extension beyond 90 days is being sought.

22. Determine the effective date of registration in the following instances:

(@) The aggregate turnover of Ganesh Ltd., engaged in taxable supply of services in the state of
Punjab, exceeded ¥201akh on 25 August, 20XX. It applied for registration on 19* September,
20XX and was granted registration certificate on 29™ September, 20XX.

(b) What will be your Solution, if in the above scenario; Ganesh Ltd. submits the application for
registration on 27" September, 20XX and is granted registration on 5 October, 20XX?

Sol. Asupplierwhose aggregate turnover ina financial year exceeds ¥20 lakh in a State/UT [X10 lakh
in Special Category States except Jammu and Kashmir] is liable to apply for registration within
30 days from the date of becoming liable to registration (i.e., the date of crossing the threshold
limit of 20 lakh /R40 Lakh /310 lakh).

Where the application is submitted within the said period, the effective date of registration is
the date on which the person becomes liable to registration; otherwise it is the date of grant of
registration.

In the given case, the applicable turnover limit for registration will be 20 lakh as Punjab is not
a Special Category State.

Registration




(a) Since Ganesh Ltd. applied for registration within 30 days of becoming liable to registration,
the effective date of registration is 25™ August, 20XX.

(b) Inthis case,since Ganesh Ltd. applies for registration after the expiry of 30 days from the date
of becoming liable to registration, the effective date of registration is 5 October, 20XX.
23. Discuss the procedure for amendment of registration under CGST Act and rules thereto?

Sol. The procedures for amendment of registration are contained in section 28 read with rule 19 of
CGST Rules. The significant aspects of the same are discussed hereunder:
1. Where there is any change in the particulars furnished in registration application/UIN
application, registered person shall submit an application in prescribed manner, within 15
days of such change, along with documents relating to such change at the Common Portal.

2. In case of amendment of core fields of information, the proper officer may, on the basis
of information furnished or as ascertained by him, approve or reject amendments in the
registration particulars inthe prescribed manner. Such amendment shall take effect fromthe
date of occurrence of event warranting such amendment.

3. However, where change relates to non-core fields of information, registration certificate shall
stand amended upon submission of the application for amendment on the Common Portal.

4, Where a change in the constitution of any business results in change of PAN of a registered
person, the said person shall apply for fresh registration. The reason forthe same is that GSTIN
is PAN based. Any change in PAN would warrant a new registration.

24. Rajesh Dynamics, having its head office in Chennai, carries on the following activities with
respective turnovers in a financial year

Particulars

Supply of petrol at Chennai -. 18,00,000
Value of inward supplies on which tax is payable on reverse charge basis 9,00,000
Supply of transformer oil at Chennai 2,00,000
Value_ of branch transfer from Chennai to Bengaluru without payment of 1,50,000
consideration

Value of taxable supplies at Manipur branch 11,50,000

Decide based on the above facts: The aggregate turnover of Rajesh Dynamics.

Sol. Computation of aggregate turnover of Rajesh Dynamics

\\220 \N

Supply of petrol at Chennai [Being a non-taxable supply, it is an exempt supply &| 18,00,000
thus, includible in aggregate turnover vide section 2(6) of CGST Act, 2017]

Value of inward supplies on which tax is payable on reverse charge basis Nil
Supply of transformer oil at Chennai 2,00,000
Value of branch transfer from Chennai to Bengaluru without payment of| 1,50,000
consideration [Being a taxable supply, it is includible in aggregate turnover|

Value of taxable supplies of Manipur Branch 11,50,000
Aggregate turnover 33,00,000
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25. Mr X adealer (situated in Delhi) dealing with Intra State supply of goods and services has place
of business in India furnished the following information in the financial year 20XX-X1:

(a) Sale of taxable goods by Head Office located in Chennai for ¥1,00,000
(b) Supply of taxable services by Branch office at Bengaluru for 50,000
(c) Supply of goods exempted from GST 310,000

(d) Export of goods for 32,00,000. Whether Mr. X is liable for Registration?

Sol. Statement showing computation of aggregate turnover in a Financial Year 20X1

Sale of taxable goods by Head Office located in Chennai (presumed to be intra-| 1,00,000
state supply)

Supply of taxable services by Branch office at Bengaluru (presumed to be intra- 50,000
state supply)

Supply of goods exempted from GST (*presumed to be intra-state supply) 10,000
Export of goods (Export is considered as inter-state supply under GST law) 2,00,000
Aggregate turnover 3,60,000

Though aggregate turnover is not exceeding 40 lakhs, but since he is engaged in exports which
are inter-state supplies, his registration falls under section 24 which provides for compulsory
registration (i.e., no threshold limit of 40 Lakhs).

26. Who is a Casual Taxable Person?

Sol. Casual Taxable Person has been defined in Section 2 {20) of the CGST Act meaning a person who
occasionally undertakes transactions involving supply of goods and for services in the course or
furtherance of business, whether as principal, or agent or in any other capacity, in a State or a
Union territory where he has no fixed place of business.

27. Who is a Non-resident Taxable Person?

Sol. Interms of Section 2(77) of the CGST Act, a non- resident taxable person means any person
who occasionally undertakes transactions involving supply of goods and for services whether as
principal or agent or in any other capacity, but who has no fixed place of business or residence
in India.

28. What will be the effective date of registration?

Sol. Date of effectiveness in case of person required to take registration

Where the application for registration has been submitted within thirty days from the date on
which the person becomesliable to registration, the effective date of registration shall be the date
on which he became liable for registration.

Where an application for registration has been submitted by the applicant after thirty days from
the date of his becoming liable to registration, the effective date of registration shall be the date
of grant of registration.

Date of effectiveness in case of person opting for voluntarily registration

In case of a person taking registration voluntarily while being within the threshold exemption
limit for paying tax, the effective date of registration shall be the date of grant of registration.

29. Whether Amendments to the Registration Certificate is permissible?
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Sol.

30.

Sol.
31.
Sol.

Yes. In terms of Section 28, the proper officer may, on the basis of such information furnished
either by the registrant or as ascertained by him, approve or reject amendments in the registration
particulars within a period of 15 working days from the date of receipt of application for amend ment.
It is to be noted that permission of the proper officer for making amendments will be required
foronly certain core fields of information [Change inlegal name of business, Change in address of
place of business, Addition, deletion or retirement of partners, directors, karta, board of trustees,
CEO orequivalent, responsible for day to day affairs of the company], whereas for the other fields,
the certificate of registration shall stand amended upon submission of application in the GST
common portal.

State with reason whether following statement is true or false—

“When there is change in the constitution of business results in a change in PAN, the business
entity can apply for amendment of registration in prescribed manner within 15 days.”

No. If PAN number changes, fresh registration is required under GST Law (Rule 19 of CGST Rules).
Discuss the circumstances where registration is liable to be cancelled

Section 29(1) of the CGST Act, 2017 provides that the proper officer may, either on his own motion
or on an application filed by the registered person or by his legal heirs, in case of death of such
person, cancel the registration, in such manner and within such period as may be prescribed,
having regard to the circumstances where:

(@) The business has been discontinued, transferred fully for any reason including death of the
proprietor, amalgamated with other legal entity, demerged or otherwise disposed of; or

(b) There is any change in the constitution of the business; or

(¢) The taxable person, other than the person voluntarily registered u/Sec 25(3), is no longer
liable to be registered under section 22 or section 24

Further, section 29(2) of the CGST Act, 2017 provides that the proper officer can cancel the
registration on his own. Such circumstances include following:

1. contravention of any of the following prescribed provisions of the CGST Act or the rules
made there under;

(a) The registered person did not conduct any business from the declared place of
business; or

(b) The registered person issued invoice or bill without supply of goods or services in
violation of the provisions of this Act, or the rules made thereunder; or

(¢) The registered person violated the provisions of section 171 of the Act or the rules
made thereunder (Anti-profiteering measures)

(d) The RP violates the provisions of rule 10A.
2. Composition Supplier becoming a consistent non-return filer for 3 consecutive tax periods;
3. Regular Supplier becoming a consistent non-return filer for 6 consecutive tax periods;

Voluntarily registered person failed to commence business within 6 months from the date
of registration;

5. Registered person who has obtained registration fraudulently.

However, before cancelling the registration, the proper officer has to follow the principles of
natural justice (i.e., after grant of opportunity of being heard).
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32.
Sol.

33.

Sol.

34.

Sol.

Registration

Can cancellation of registration order be revoked?

Yes, but only in cases where the initial cancellation has been done by the proper officer Suo moto,

and not on the request of the taxable person or his legal heirs. Aperson whose registration has been

cancelled ‘Suo moto’ can apply to the proper officer for revocation of cancellation of registration

within 30 days from the date of communication of the cancellation order. The proper officer may

within a period of 30 days from the date of receipt of application for revocation of cancellation

or receipt of information /clarification, either revoke the cancellation or reject the application for

revocation of cancellation of registration.

Solution the following questions with respect to casual taxable person underthe CGST Act, 2017:

(a) Who is a casual taxable person?

(b) Can a casual taxable person opt for the composition scheme?

(c) When is the casual taxable person liable to get registered?

(d) What is the validity period of the registration certificate issued to a casual taxable person?

(e) Can the validity of registration certificate issued to a casual taxable person be extended? If
yes, what will be the period of extension.

(@) Casual taxable person means a person who occasionally undertakes transactions involving
supply of goods and for services inthe course or furtherance of business, whether as principal,
agent or in any other capacity, in a State/UT where he has no fixed place of business.

(b) No, a casual taxable person cannot opt for the composition scheme.

(c) A casual taxable person (CTP) is liable to obtain registration compulsorily under GST laws,
at least 5 days prior to commencement of business.

However, athreshold limit of 20 lakh (10 lakh in case of Special Category States other than
Jammu & Kashmir]) is available in case of CTP making taxable supplies of specified handicraft
goods.

(d) The registration certificate issued to a casual taxable person will be valid for:
(1) the period specified in the registration application, or
(i) 90 days from the effective date of registration whichever is earlier.

(e) Yes,the validity of registration certificate issued to a casual taxable person can be extended.
It can be extended by a further period not exceeding 90 days.

State with brief reason, whether following suppliers of taxable goods are required to register

under the GST Law:

(i) Mr. Raghav is engaged in wholesale cum retail trading of medicines in the State of Assam.
His aggregate turnover during the financial year is ¥9,00,000 which consists of ¥8,00,000 as
Intra-State supply and ¥1,00,000 as Inter-State supply.

(if) Mr.S.N. Gupta of Rajasthan isengaged in trading of taxable goods on his own account and also
acting as an agent of Mr. Rishi of Delhi. His turnover in the preceding financial year is 312
lakhs on his own account and %9 lakhs on behalf of principal. Both turnovers are Intra-State
supply.

(i) Person making any inter-State taxable supply of goods is required to obtain registration

compulsorily under GST laws irrespective of the quantum of aggregate turnover.
Thus, in the given case Mr. Raghav is required to obtain registration compulsorily under GST
laws eventhough his aggregate turnover does not exceed the threshold limitinthe financial year.




(if) Persons who make taxable supply of goods on behalf of other taxable persons whether as an

agent or otherwise are required to obtain registration compulsorily under GST laws irrespective
of the quantum of aggregate turnover.

Aggregate turnover includes all supplies made by the taxable person, whether on his own
account or made on behalf of all his principals.

Since Mr. S.N. Gupta is also acting as an agent of Mr. Rishi of Delhi, he is required to obtain
registration compulsorily under GST laws.

35. M/sSiya Ramis a trader of decorative items in Hauz Khas, Delhi. His aggregate turnover exceeds
20 lakh in the month of October, 20XX. He applied for registration on the GST portal, but failed
to submit the details of his bank account. His tax consultant advised him that prior submission
of bank details is mandatory to obtain registration. Examine whether the advice of Mr. Siya Ram’s
tax consultant is correct.

Sol. The advice of Mr. Siya Ram's consultant that prior submission of bank details is mandatory to
obtain registration is no longer valid in law.

A new rule 10Ahas been inserted inthe CGST Rules, 2017 vide Notification No. 31 /2019 CT dated
28.06.2019 which allows the registered person to furnish information with respect to details of
bank account, or any other information, as may be required on the common portal in order to
comply with any other provision, soon after obtaining certificate of registration and a GSTIN,
but not later than 45 days from the date of grant of registration or the date on which the return
required under section 39 is due to be furnished, whichever is earlier.

This relaxation is however not available for those who have been granted registration as TDS
deductor /TCS collector under rule 12 or who have obtained suo-motu registration under rule 16.

36. Examine whether the liability to register compulsorily under section 24 of the CGST Act, 2017
arises in each of the independent cases mentioned below:

(a)
(b)

Heera, a supplier in Haryana, is exclusively engaged in supply of potatoes produced out of
cultivation of his own land, within Haryana and also outside Haryana.

Aanya of Telangana is exclusively engaged in intra-State supply of toys. Its aggregate turnover
in the current financial year is Y22 lakh.

Sol. {a) Section24 ofthe CGST Act, 2017 provides that persons making any inter -State taxable supply

(b)

of goods are required to obtain registration compulsorily under GST laws irrespective of the
quantum of aggregate turnover.

However, as per section 23 of the CGST Act, 2017, an agriculturist, to the extent of supply of
produce out of cultivation of land, is not liable to registration.

Heera is exclusively engaged in cultivation and supply of potatoes. Thus, he is not liable to
registration irrespective of the fact that he is engaged in making inter -State supply of goods.
Further, Heera will not be liable to registration, in the given case, even if his turnover exceeds
the threshold limit.

As per section 22 of the CGST Act, 2017 read with Notification No. 10/2019 CT dated
07.03.2019, a supplier is liable to be registered in the State/Union territory from where he
makes a taxable supply of goods and for 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:

(1) %10 lakh for the Special Category States of Mizoram, Tripura, Manipur and Nagaland.
(if) %20 lakh for the States, namely, States of Arunachal Pradesh, Meghalaya, Puducherry,

Sikkim, Telangana and Uttarakhand.
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(iif) 40 lakh for rest of India except persons engaged in making supplies of ice cream and other
edible ice, whether or not containing cocoa, Pan masala and Tobacco and manufactured
tobacco substitutes.

Since Aanya is making taxable supplies from Telangana, she will not be eligible for higher
threshold limit available in case of exclusive supply of goods. The applicable threshold limit
for registration for Aanya in the given case is Y20 lakh. Thus, she is liable to get registered
under GST.

37. Explain the registration requirements under GST law in the following independent cases:

Sol.

38.

Registration

(a) Mr. Ahmad of Jammu engaged in the business of supplying tobacco based Pan Masala with an
aggregate turnover of <24 lacs.

(b) Mr. Lepcha of Mizoram is engaged in the supply of papers with an aggregate turnover of
313 lacs.

Will your answer be different if Mr. Lepcha is located in Meghalaya ?

(a) Apersoniseligible for enhanced threshold limit of ¥401akh inthe State of Jammu and Kashmir
if he is engaged exclusively in intra-State supply of goods.

However, the enhanced threshold limit is not applicable ifthe person is engaged, inter alia,
in the supply of pan masala and all goods of chapter 24 i.e. Tobacco and manufactured
tobacco substitutes. In that case, the normal threshold limit of ¥20 lakh will be applicable.

In view of said provisions, in the given case, Mr. Ahmad is liable to register since his
aggregate turnover (324 lakh) exceeds the applicable threshold limit for registration of
320 lakh.

(b) The enhanced threshold limit of 40 lakh as applicable to a person engaged exclusively
in intra-State supply of goods, is not applicable to Mizoram [a specified Special Category
State]. Instead, a lower threshold limit of 10 lakh for registration is applicable for
Mizoram.

Thus, in the given case, Mr. Lepcha of Mizoram is liable to register since his aggregate turnover
(Y13 lakh) exceeds the applicable threshold limit for registration of Y10 lakh.

The enhanced threshold limit of 40 lakh is also specifically not applicable in the State of
Meghalaya. Instead, the normal threshold limit of 20 lakh for registration is applicable to it.

Therefore, if Mr. Lepcha is located in Meghalaya, he is not liable to register since his aggregate
turnover (13 lakh) does not exceed the applicable threshold limit for registration of 20 lakh.

BBD Pvt. Ltd. of Gujarat exclusively manufactures and sells product "Z’ which is exempt from GST
vide notifications issued under relevant GST legislations. The company sells ‘Z’ only within Gujarat
and is not registered under GST laws. The turnover of the company in the previous year 2018-19
was ¥50 lakh. The company expects the sales to grow by 10% in the current year 2019-20.

However, effective 01.01.2020, exemption available on ‘Z’ was withdrawn by the Central
Government and GST@ 5% was imposed thereon. The turnover of the company for the nine
months ended on 31.12.2019 was T42 lakh.

BBD Pwvt. Ltd. is of the opinion that it is not required to get registered under GST for current
financial year 2019-20.

Examine the above scenario and advise BBD Pvt. Ltd. whether it needs to get registered under
GST or not.




Sol. Fora supplier exclusively engaged in intra-State supply of goods, the threshold limit of turnover
to obtain registration in the State of Gujarat is ¥40 lakh. However, a person exclusively engaged
in the business of supplying goods and for services that are not liable to tax or are wholly exempt
from tax is not liable to registration.

Therefore, since BBD Pvt. Ltd. was engaged exclusively in supplying exempted goods till 31.12.2019,
it was not required to be registered till that day; though voluntary registration was allowed.
The position, however, will change from 01.01.2020 as the supply of goods becomes taxable from
that day and the turnover of BBD Pvt. Ltd. is more than 40 lakh. Since the aggregate turnover
limit of T40 lakh includes exempt turnover also, turnover of “Z’ till 31.12.2019 will be considered
for determining the threshold limit even though the same was exempt from GST. Therefore, BBD
Pvt. Ltd. needs to register within 30 days from 01.01.2020.

39. P Ltd, a registered person provided following information for the month of October, 2020:

| Particulars
Intra-State outward supply | 8,00,000
Inter-State exempt outward supply 400,000
Turnover of exported goods 20,00,000
Payment of IGST 1,20,000
Payment of CGST and SGST 45,000 each
Payment of custom duty on export 40,000
Payment made for availing GTA services 3,00,000

GST is payable on Reverse Charge for GTA services.
Explain the meaning of aggregate turnover u/s 2(6) of the CGST Act and compute the aggregate
turnover of P Ltd. for the month of October, 2020. All amounts are exclusive of GST.
Sol. The term aggregate turnover means the aggregate value of:
(i) all taxable supplies,
(i) exempt supplies,
(iif) exports of goods or services or both and
(iv) inter-State supplies of persons having the same Permanent Account Number, to be computed
on all India basis but excluding
(a) central tax, State tax, Union territory tax, integrated tax and cess.
(b) thevalue of inward supplies on which tax is payable by a person on reverse charge basis

Computation of aggregate turnover of P Ltd. for the month of October, 2020

Particulars Amount

)

In terms of the definition of the aggregate turnover given above, the aggregate
turnover of P Ltd. has been computed as follows:

Intra-State outward supply 8,00,000
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Inter-State exempt outward supply 4,00,000
Turnover of exported goods 20,00,000
Payment of IGST Nil
Payment of CGST and SGST Nil
Payment of customs duty on export 40,000
Payment made under reverse charge for availing GTA services Nil
Aggregate turnover 32,40,000

40. Examine the following cases and explain with reasons whether the supplier of goods is liable to
get registered in GST:

(a)

Krishna of Himachal Pradesh is exclusively engaged in intra-State taxable supply of readymade
suits. His turnover in the current financial year from Himachal Pradesh showroom is ¥251akh.
He has two more showrooms one in Manipur & another in Sikkim with a turnover of ¥15 lakh
and ¥18 lakh respectively in the current financial year:

(b) Ankit of Telangana is exclusively engaged in intra-State taxable supply of footwears. His

aggregate turnover in the current financial year is ¥25 lakh:

(¢) AakashofUttar Pradesh is exclusivelyengaged in intra-State supply of pan masala. His aggregate

turnover in the current financial year is Y30 lakh.

Sol. Everypersonengaged in making ataxable supply is required to obtain registration if his aggregate
turnover exceeds T20 lakh in a financial year. An enhanced threshold limit for registration of 340
lakh is available to persons engaged exclusively in intra-State supply of goods in specified States.

(1)

(i)

(iif)

The applicable threshold limit for registration gets reduced to 10 lakh in case a person is
engaged in making taxable supply from a Special Category State.

Since Krishna is making taxable supply from Manipur - a Special Category State, the applicable
threshold limit will get reduced to ¥10 lakh. Thus, it is liable to be registered under GST as its
aggregate turnover exceeds the said threshold limit.

Since Ankit is exclusively engaged in intra-State supply of goods in Telangana, which is not a
specified State for enhanced threshold limit, the applicable threshold limit for registration is
320 lakh.

Thus, Ankit is liable to be registered under GST as its aggregate turnover exceeds the said
threshold limit.

Though the enhanced threshold limit for registration of ¥40 lakh is available to Uttar Pradesh,
the same will not be applicable if the person is engaged in supply of pan masala.

In view of the same, the applicable threshold limit for Aakash is ¥20 lakh. Thus, it is liable to
be registered under GST as its aggregate turnover exceeds the said threshold limit.

41. Under the provision of section 29(1) of CGST Act, 2017 read with rule 21A of CGST Rules, 2017
related to suspension of registration if the registered person has applied for cancellation of
registration, what is the period and manner of suspension of registration?

Sol. Where a registered person has applied for cancellation of registration, the registration shall be
deemed to be suspended from:

(a)
(b)

Registration

the date of submission of the application or

the date from which the cancellation is sought, whichever is later, pending the completion of
proceedings for cancellation of registration.




42,

Sol.

Such person shall not make any taxable supply during the period of suspension and shall not be
required to furnish any return.

The expression “shall not make any taxable supply” means that the registered person shall not
issue atax invoice and, accordingly, not charge tax on supplies made by him during the suspension
period.

Explain the circumstances under which a proper officer can cancel the registration on his own of
a registered person under CGST Act, 2017.

The circumstances under which proper officer can cancel the registration on his own of a registered
person under the CGST Act, 2017 are as under:

(i) A registered person has contravened any of the following prescribed provisions of the GST
law:

(a) hedoes not conduct any business from the declared place of business.

(b) he issues invoice /bill without supply of goods /services in violation of the provisions of
GST law.

(c) he violates the provisions of anti-profiteering,
(d) he violates the provisions relating to furnishing of bank details.

(if) Aperson paying tax under composition levy has not furnished returns for 3 consecutive tax
periods.

(iif) A registered person paying tax under a regular scheme has not furnished returns for a
continuous period of 6 months.

(iv) Voluntarily registered person has not commenced the business within 6 months from the date
of registration.

(v) Registration was obtained by means of fraud, wilful misstatement or suppression of facts.

[Note: Any 5 points out of the above 8 points may be mentioned]
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Tax Invoice, Credit Note
1 0 and Debit Note

THEORY

B TAXINVOICE ISSUED BY A SUPPLIER OF TAXABLE GOODS/TAXABLE SERVICES
Time limit for issuance of invoice [Sections 31(1), (2), (4) & (5) read with rule 47]
In Case of Goods

Supply Involves Invoice shall be issued before or at the time of removal of goods for supply
Movementof Goods  [LSRdRIclI Il

Rt JVABLER e Ll Vol [nvoice shall be issued befo re or at the time of delivery of goods or making
Movement of Goods available thereof to the recipient

e e e G Where successive statements of accounts/successive payments are
Supply of Goods involved, the invoice shall be issued before/at the time each such
| statement is issued or each such payment is received.

Cntia e e e T Where the goods being sent or taken on approval for sale or return are
ST BE R removed before the supply takes place, the invoice shall be issued:
31(7)] (i) before/at the time of supply or

(if) 6 months from the date of removal whichever is earlier

In Case of Services

Generally Invoice shall be issued before or after the provision of service, but within
a period of 30 days* from the date of supply of service.

*45 days in case of an insurer or banking company or financial institution,
including a Non-Banking Financial Company (NBFC)
In case of Continuous The invoice shall be issued
Supply of Services

duedate of payment isascertainable | onorbeforethe duedate of payment

from the contract

due date of payment is not|beforeor atthe time when the supplier
ascertainable from the contract of service receives the payment

payment is linked to the completion | on or before the date of completion
| of an event of that event.

Where Sigeha i In a case where the supply of services ceases under a contract before the
Lot BT completion of the supply, the invoice shall be issued at the time when the
et et e L0l supply ceases and such invoice shall be issued to the extent of the supply
31(6)] | made before such cessation.




Manner of Issuing the Supply of Goods Triplicate Supply of Services Duplicate
Invoice

a Original copy for recipient a Original copy for recipient; and
a Duplicate copy for transporter; and |o Duplicate copy for supplier

a Triplicate copy for supplier

The serial number of invoices issued during a month /quarter shall be
furnished electronically in FORM GSTR-1.

routea el e aiesl o Every registered person who has been granted registration with effect

Baeitaes gy Bl fromadateearlierthanthedate of issuance of certificate of registration

with Rule 53] to him, may issue Revised Tax Invoices. Such invoices shall be issued

When to be Issued? against the invoices already issued during said period.

o Shall be issued within 1 month from the date of issuance of certificate
of registration. The words “Revised Invoice” shall be indicated
prominently on such invoices

GO0 B TR B PTG 0 A registered person may issue a Consolidated Revised Tax Invoice

Tax Invoices in Certain
Cases

No Tax Invoice Required to
be Issued if Value <3200

in respect of all taxable supplies made to an unregistered recipient
during such period.

However, in case of inter-State supplies, a consolidated Revised Tax
Invoice cannot be issued in respect of all unregistered recipients if the

value of a supply exceeds ¥2,50,000.

[Section 31(3)(b) Read
with Fourth Proviso to

Rule 46]

Other Cases Registered person may not issue a Tax Invoice if:

(i) Value of the goods/services/both supplied < X200,

[ff'j The recipient is unregistered; and

(#if) The recipient does not require such invoice.
Instead such registered person shall issue a Consolidated Tax Invoice
for such supplies at the close of each day in respect of all such supplies.
However, they need to issue an invoice when the customer demands.
‘Exception
As per proviso to rule 46,
Section 31(3)(b) is not available to a supplier engaged in making supply
of services by way of admission to exhibition of cinematograph films in
multiplex screens.

Rule 54{4A)

A registered person who is supplying services by way of admission to
exhibition of cinematograph films in multiplex screens shall be required
to issue an electronic ticket. The said electronic ticket is deemed to be a
tax invoice, even if such ticket does not contain the details of the recipient
of service but contains the other information as mentioned under rule 46.
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Bill of Supply [Section
31(3)(c) read with
rule 49]

Receipt Voucher
[Section 31(3)(d) read
with rule 50]

Refund Voucher
[Section 31(3)(e) read
with rule 51]

Invoice and Payment
Voucher [Section 31(3)
(f) & (g) read with
second proviso to rule
46 and rule 52]

Tax Invoice in special cases Rule 54

Banking/Financial
Institutions

Following Persons are required to issue Bill of supply Instead of Tax
invoice

Note: Any tax invoice or any other similar document issued under any

o Registered person supplying exempted goods or services or both or
o Registered person paying tax under composition levy (or Sec 10(2A))

other Act for the time being in force in respect of any non-taxable supply
shall be treated as bill of supply for the purposes of the Act.

A registered person shall, on receipt of advance payment with respect to
anysupplyofgoodsorservicesorboth, issue a Receipt Voucherevidencing
receipt of such payment. Where at the time of receipt of advance, rate of
tax and for nature of supply is not determinable

'adva'nce

Where at the time of receipt of | Applicable

Rate of tax is not determinable 18%

Natureofsupplyis notdeterminable | inter-State supply

Where,onreceipt of advance payment with respect to any supply of goods
or services or both the registered person issues a Receipt Voucher, but
subsequently no supply is made and no tax invoice is issued in pursuance
thereof, the said registered person may issue to the person who had made
the payment, a Refund Voucher against such payment.

o A registered person who is liable to pay tax under reverse charge
[under section 9(3)/9(4) of the CGST Act] shall issue an Invoice in
respect of goods or services or both received by him from the supplier
who is not registered on the date of receipt of goods or services or
both.

o Besides, a registered person who is liable to pay tax under reverse
charge [undersection9(3) /9(4) of the CGST Act] shall issue a Payment
‘Voucher at the time of making payment to the supplier

Where the supplier of taxable service isan insurer or a bhanking company
or a financial institution, the said supplier may issue a consolidated tax
invoice or any other document in lieu thereof, by whatever name called
for the supply of services made during a month at the end of the month,
whether issued or made available, physically or electronically whether
or not serially numbered, and whether or not containing the address of
the recipient of taxable service.
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Goods Transport Where the supplier of taxable service is a goods transport agency, the

Agency said supplier may issue a tax invoice or any other document in lieu

thereof, by whatever name called, containing

o The gross weight of the consignment,

o Name of the consigner and the consignee,

o Registration number of goods carriage in which the goods are
transported,

o Details of goods transported,

o Details of place of origin and destination,

o Goods and Services Tax Identification Number of the person liable
for paying tax whether as consigner, consignee or goods transport
agency

Passenger Where the supplier of taxable service is supplying passenger
R Ly e lo s e transportation service, a tax invoice shall include ticket in any form, by
whatever name called, whether or not serially numbered, and whether
or not containing the address of the recipient of service.

LR GV A 0 Where recipient is registered, tax invoice shall contain the name,
service provided by/ address and GSTIN/UIN of the recipient

through ECO or by o Where the recipient is unregistered:

supplier of OIDAR
services to unregistered
recipient,

(i) Taxinvoice shall contain name and address of the recipient and the
address of delivery, along with the name of the State and its code,
only where the value of taxable supply =¥ 50,000

(ii) In case where the value of taxable supply < ¥ 50,000, invoice shall
contain the name and address of the recipient and the address of
delivery,along with the name of the State and its code only whenthe
recipient requests that such details be recorded in the tax invoice

In cases involving supply of online money gaming or in cases where
any taxable service is supplied by or through an ECO or by a supplier of
OIDAR services to a recipient who is unregistered, irrespective of the
value of such supply, a tax invoice issued by the registered person shall
contain the name of the State of the recipient and the same shall be
deemed to be the address on record of the recipient.

E-Invoicing

The transportation of goods from one place to another is facilitated by the filing of ‘e-Way Bills’ on
the common GST portal. Similarly, in its 35th meeting, the GST Council had decided to implement a
system of e-Invoicing, which will apply to specific categories of persons. e-Invoicing does not imply
the generation of invoices on the GST portal. That would be a myth. Instead, e-invoicing involves the
submission of an already generated standard invoice on a common e-invoice portal. Thus, it automates
multi-purpose reporting with a one-time input of invoice details.
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What is e-invoicing under GST?

‘e-Invoicing’ or ‘electronic invoicing’ is a system in which B2B invoices are authenticated electronically
by GSTN for further use on the common GST portal. Under the electronic invoicing system, an
identification number will be issued against every invoice by the Invoice Registration Portal (IRP),
managed by the GST Network (GSTN).

All invoice information will be transferred from this portal to both the GST portal and e-way bill portal
in real-time. Therefore, it will eliminate the need for manual data entry while filing GSTR-1 returns
and generation of part-A of the e-way bills, as the information is passed directly by the IRP to the GST
portal.

To whom is e-invoicing applicable?

Taxpayers with an aggregate turnover exceeding <5 crore in any financial year from 2017-18t0 2022-
23. The aggregate turnover will include the turnover of all GSTINs under a single PAN across India.

If the invoice is issued by a notified person in respect of supplies covered under RCM, e-invoicing is
applicable.
Exception

e-Invoicing shall not be applicable to the following categories of registered persons irrespective of
their turnovers:

1. Aninsurer or a banking company or a financial institution, including an NBFC
2. A Goods Transport Agency (GTA)

3. Aregistered person supplying passenger transportation services

4

. A registered person supplying services by way of admission to the exhibition of cinematographic
films in multiplex services

5. An SEZ unit (SEZ developer gets covered under e-invoicing provisions)

6. A government department and Local authority

Applicability of e-invoicing to Government Departments /PSUs etc. registered solely for the purpose
of deduction of tax at source as per provisions of section 51

the registered person, whose turnover exceeds the prescribed threshold for generation of e-invoicing,
is required to issue e-invoices for the supplies made TO Government Departments or establishments /
Government agencies/ local authorities/ PSUs

Process of getting an e-invoice
The following are the stages involved in generating or raising an e-invoice.
1. The taxpayer must raise a regular invoice on Accounting software. He must give all the necessary

details like billing name and address, GSTN of the supplier, transaction value, item rate, GST rate
applicable, tax amount, etc.

2. Thereafter, upload the details of the invoice, especially mandatory fields, onto the IRP. The IRP will
act as the central registrar for e-invoicing and its authentication.

3. IRP will validate the key details of the B2B invoice, check for any duplications and generate an
invoice reference number (hash) for reference. There are four parameters based on which IRN is
generated: Seller GSTIN, invoice number, FY in YYYY-YY, and document type (INV/DN/CN).

4. IRP generates the invoice reference number (IRN), digitally signs the invoice and creates a QR
code for the supplier. On the other hand, the seller of the supply will get intimated of the e-invoice
generation through email (if provided in the invoice).
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5. IRP will send the authenticated payload to the GST portal for GST returns. Additionally, details will
be forwarded to the e-way bill portal, if applicable. The GSTR-1 of the seller gets auto-filled for the
relevant tax period. In turn, it determines the tax liability.

Cancellation of Reported Invoice

Wherever needed, the seller can cancel the IRN for an e-invoice already generated within the specified
time. Amendment of e-invoices already uploaded on IRP will be done on GST Portal, there is no option
to amend e-invoice on IRP Portal.

Benefits of e-invoicing to businesses

Businesses will have the following benefits by using e-invoice initiated by GSTN:

1. e-Invoice resolves and plugs a major gap in data reconciliation under GST to reduce mismatch
errors.

2. e-Invoices created on one software can be read by another, allowing interoperability and help
reduce data entry errors.

3. Real-time tracking of invoices prepared by the supplier is enabled by e-invoice.

4. Backward integration and automation of the tax return filing process - the relevant details of the
invoices would be auto-populated in the various returns, especially for generating the part-A of
e-way bills.

5. Faster availability of genuine input tax credit.

6. Lesser possibility of audits /surveys by the tax authorities since the information they require is
available at a transaction level.

How will e-invoicing curb tax evasion?
It will help in curbing tax evasion in the following ways:

1. Tax authorities will have access to transactions as they take place in real-time since the e-invoice
will have to be compulsorily generated through the GST portal.

2. There will be less scope for manipulating invoices since the invoice gets generated before carrying
out a transaction.

It will reduce the chances of fake GST invoices, and the only genuine input tax credit can be claimed as
all invoices need to be generated through the GST portal. Since the input credit can be matched with
output tax details, it becomes easier for GSTN to track fake tax credit claims.

B PROHIBITION OF UNAUTHORISED COLLECTION OF TAX [SECTION 32]

A person who is not a registered person shall not collect in respect of any supply of goods or services
or both any amount by way of tax under this Act.

No registered person shall collect tax except in accordance with the provisions of this Act or the rules

made there under

Not with standing anything contained in this Act or any other law for the time being in force, where
any supply is made for a consideration, every person who is liable to pay tax for such supply shall
prominently indicate in all documents relating to assessment, tax invoice and other like documents,
the amount of tax which shall form part of the price at which such supply is made.
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B CREDIT AND DEBIT NOTES [SECTION 34]

Credit Note

Duringthe course of trade or commerce, after the invoice has been issued, there can be situations like:

a The supplier has erroneously declared a value which is more than the actual value of the goods or
services provided.

a Thesupplier has erroneously declared a higher tax rate than what is applicable for the kind of the
goods or services or both supplied.

o The quantity received by the recipient is less than what has been declared in the tax invoice.

a The quality of the goods or services or both supplied is not to the satisfaction of the recipient
thereby necessitating a partial or total reimbursement on the invoice value.

a Any other similar reasons.

The credit note is a convenient and legal method by which the value of the goods or services in the

original tax invoice can be amended or revised. The issuance of the credit note easily allows the

supplier to decrease his tax liability in his returns without requiring him to undertake any tedious

process of refunds.

It is importantto note thatcredit note(s) are notpermitted tobe issued in case secondary discounts?2
are allowed by the supplier since the tax liability of the supplier does not get reduced in such case.
However, supplier can issue financial/ commercial credit note(s) to reduce the value of supply
payable by the recipient to the supplier [Circular 92 /11 /2019 GST dated 07.03.2019]

Credit Note shall be issued earlier of:
(@) 30th November of the succeeding financial year
(b) the actual date of furnishing of annual return of the relevant financial year

Debit Note

There can be situations when after the invoice has been issued:

o The supplier has erroneously declared a value which is less than the actual value of the goods or
services or both provided.

o The supplier has erroneously declared a lower tax rate than what is applicable for the kind of the
goods or services or both supplied.

o The quantity received by the recipient is more than what has been 0 declared in the tax invoice.

o Any other similar reasons.

The debit note/supplementary invoice is a convenient and legal method by which the value of the
goods and/or services in the original tax invoice can be enhanced. The issuance of the debit note
allows the supplier to pay his enhanced tax liability in his returns without requiring him to undertake
any other tedious process.

Note: There is no time limit for issuance of Debit Note in GST Law
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QUESTION BANK

1. Jain & Sons is atrader dealing in stationery items. It is registered under GST and has undertaken

following sales during the day:

ply  Amount®)
1. Raghav Traders - a registered retail dealer 190
2 Dhruv Enterprise - an unregistered trader 358
3 Gaurav - a Painter [unregistered] 500
4, Oberoi Orphanage - an unregistered entity 188
5. | Aaradhya - a Student [unregistered] 158

None of the recipients require a tax invoice [Raghav Traders being a composition dealer].
Determine in respect of which of the above supplies, Jain & Sons may issue a Consolidated Tax
Invoice instead of Tax Invoice, at the end of the day?

Sol. In the given illustration, Jain & Sons can issue a Consolidated Tax Invoice only with respect to
supplies made to Oberoi Orphanage [worth ¥188] and Aaradhya [worth T158] as the value of
goods supplied to these recipients is less than Y200 as also these recipients are unregistered and
don’t require a tax invoice.

As regards the supply made to Raghav Traders, although the value of goods supplied to it is less
than 200, Raghav Traders is registered under GST. So, Consolidated Tax Invoice cannot be issued.

Consolidated Tax Invoice can also not be issued for supplies of goods made to Dhruv Enterprises
and Gaurav although both of them are unregistered. The reason for the same is that the value of
goods supplied is not less than T200.

2. Sultan Industries Ltd., Delhi, entered into a contract with Prakash Entrepreneurs, Delhi, for supply of
spare parts of a machine on 7% September. The spare parts were to be delivered on 30® September:
Sultan Industries Ltd. removed the finished spare parts from its factory on 29% September. Determine
the date by which invoice must be issued by Sultan Industries Ltd. under GST law.

Sol. As per the provisions of section 31, invoice shall be issued before or at the time of removal of
goods for supply to the recipient, where the supply involves movement of goods. Accordingly, in
the given case, the invoice must be issued on or before 29th September

3. MBM Caretakers, a registered person, provides the services of repair and maintenance of electrical
appliances. On April 1, it has entered into an annual maintenance contract with P for its Air
Conditioner and Washing Machine. As per the terms of contract, maintenance services will be
provided on the first day of each quarter of the relevant financial year and payment for the same
will also be due onthe date on which service is rendered. During the year, it provided the services
onApril 1,]July 1,0ctober 1,and January 1 in accordance with the terms of contract. When should
MBM Caretakers issue the invoice for the services rendered?

Sol. Continuous supply of service means, inter alia, supply of any service which is provided, or agreed to
be provided continuously or on recurrent basis, under a contract, for a period exceeding 3 months
with the periodic payment obligations.
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Therefore, the given situation is a case of continuous supply of service as repair and maintenance
services have been provided by MBM Caretakers on a quarterly basis, under a contract, for a
period of one year with the obligation for quarterly payment.

In terms of section 31, in case of continuous supply of service, where the due date of payment
is ascertainable from the contract (as in the given case), invoice shall be issued on or before the
due date of payment.

Therefore, in the given case, MBM Caretakers should issue quarterly invoices on or before April
1, July 1, October 1, and January 1.

4, The aggregate turnover of Sangri Services Ltd. exceeded T20 lakh on 12 August. He applied for
registration on 3™ September and was granted the registration certificate on 6™ September. You
are required to advice Sangri Services Ltd. as to what is the effective date of registration in its
case. It has also sought your advice regarding the period for issuance of Revised Tax Invoices.

Sol. As per section 25 read with CGST Rules, 2017, where an applicant submits application for
registration within 30 days from the date he becomes liable to registration, effective date of
registration is the date on which he becomes liable to registration. Since, Sangri Services Ltd.'s
turnover exceeded T20 lakh on 12™ August; it became liable to registration on the same day.
Further, it applied for registration within 30 days of becoming liable to registration, the effective
date of registration is the date on which he becomes liable to registration, i.e. 12" August.

As per section 31 read with CGST Rules, 2017, every registered person who has been granted
registration with effect from a date earlier than the date of issuance of certificate of registration
to him, may issue Revised Tax Invoices. Revised Tax Invoices shall be issued within 1 month
from the date of issuance of certificate of registration. Revised Tax Invoices shall be issued
within 1 month from the date of issuance of registration in respect of taxable supplies effected
during the period starting from the effective date of registration till the date of issuance of
certificate of registration.

Therefore, in the given case, Sangri Services Ltd. has to issue the Revised Tax Invoices in respect
oftaxable supplies affected during the period starting from the effective date of registration (12™
August) till the date of issuance of certificate of registration (6™ September) within 1 month from
the date of issuance of certificate of registration, i.e. on or before 6™ October.

5. Shyam Fabrics has opted for composition levy scheme in the current financial year. It has
approached you for advice on whether it is mandatory for it to issue a tax invoice. You are required
to advise him regarding the same.

Sol. A registered person paying tax under the provisions of section 10 [composition levy] shall issue,
instead of a tax invoice, a bill of supply containing such particulars and, in such manner, as may
be prescribed [Section 31(3) (c) read with CGST Rules, 2017].

Therefore, in the given case, Shyam Fabrics cannot issue a tax invoice. Instead, it shall issue a Bill
of Supply.

6. Royal Fashions, a registered supplier of designer outfits in Delhi, decides to exhibit its products in
a Fashion Show being organised at Hotel Park Royal, Delhion 4™ January, 20XX. For the occasion,
it gets the makeover of its models done by Aura Beauty Services Ltd., Ashok Vihar, for which a
consideration is ¥5,00,000 (excluding GST) has been charged. Aura Beauty Services Ltd. issued
a duly signed tax invoice on 10" February, 20XX showing the lump sum amount of ¥5,90,000
inclusive of CGST and SGST @ 9% each. Royal Fashions made the payment the very next day.
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Solution the following questions:

(i) Examine whether the tax invoice has been issued within the time limit prescribed underlaw?

(if) Tax consultant of Royal Fashions objected to the invoice raised suggesting that the amount of
tax charged in respect of the taxable supply should be shown separately in the invoice raised
by Aura Beauty Services Ltd. However, Aura Beauty Services Ltd. contended that there is no
mandatory requirement of showing tax component separately in the invoice. You are required
to examine the validity of the objection raised by the tax consultant of Royal Fashions?

Sol. (i) As persection 31 of the CGST Act, 2017 read with the CGST Rules, 2017, in case of taxable
supply of services, invoices should be issued before or after the provision of service, but within
a period of 30 days [45 days in case of insurer /banking company or financial institutions
including NBFCs] from the date of supply of service.

In view of said provisions, in the present case, the tax invoice should have been issued in
the prescribed time limit of 30 days from the date of supply of service i.e. up to 03.02.20XX.
However, the invoice has been issued on 10.02.20XX.

Insuch a case, the time of supply as per section 13 of the CGST Act, 2017 would be 04.01.20XX
i.e. earliest of the following:

(a) Date of provision of service (04.01.20XX)

(b) Date of receipt of payment (11.02.20XX)

(if) Section 31 of the CGST Act, 2017 read with the CGST Rules, 2017, inter alia, provides that tax

invoice shall contain the following particulars-

(a) Total value of supply of goods or services or both;

(b) Rate of tax (central tax, State tax, integrated tax, Union territory tax or cess);

(c) Amount of tax charged in respect of taxable goods or services (central tax, State tax,
integrated tax, Union territory tax or cess);

The objection raised by the tax consultant of Royal Fashions suggesting that the amount of
tax charged in respect of the taxable supply should be shown separately in the invoice raised
by Aura Beauty Services Ltd.,, is valid in law. In the present case, the tax amount has not been
shown separately in the invoice.

7. Luv & Kush Pvt. Ltd. of Srinagar, Jammu & Kashmir engaged in the supply of gifts items provides
you the following details:

Commencement of the business of supplying goods 01.08.20XX

1.

2. Turnover exceeds T30,00,000 on 15.08.20XX
3. Turnover exceeds T40,00,000 on 05.09.20XX
4, Application for registration made on 28.09.20XX
5, Registration certificate granted on 06.10.20XX

The company seeks your advice as to how it should raise revised tax invoices for supplies made.
Is there any specific provision for issuance of revised tax invoices to unregistered customers?

Explain.

Sol. Asupplier whose aggregate turnover in a financial year exceeds 340 lakh in a State/UT is liable
to apply for registration within 30 days from the date of becoming liable to registration.
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Where the application is submitted within said period, the effective date of registration is the date
onwhich the person becomes liable to registration; otherwise it is the date of grant of registration.

Every registered person who has been granted registration with effect from a date earlier than
the date of issuance of registration certificate to him, may issue revised tax invoices in respect of
taxable supplies affected during this period within 1 month from the date of issuance of registration
certificate.

Since Luv & Kush Pvt. Ltd. has made the application for registration within 30 days of becoming
liable for registration, the effective date of registration becomes the date on which the company
becomes liable to registration i.e. 05.09.20XX.

Thus, Luv & Kush Pvt. Ltd. may issue revised tax invoices against the invoices already issued
during the period between effective date of registration (05.09.20XX) and the date of issuance
of registration certificate (06.10.20XX), within 1 month from 06.10.20XX.

Further, Luv & Kush Pvt. Ltd may issue a consolidated revised tax invoice in respect of all taxable
supplies made to unregistered dealers during such period. However, in case of inter-State supplies
made to unregistered dealers, a consolidated revised tax invoice cannot be issued if the value of
a supply exceeds 32,50,000.

8. Under what circumstances does the need for issuance of debit note and credit note arise under
section 34 of CGST Act, 2017?
Sol. Debit note is required to be issued
(i) iftaxable value charged in the tax invoice is found to be less than the taxable value in respect
of supply of goods and for services or
(if) iftax charged inthe tax invoice is found to be less than the tax payable in respect of supply of
goods and /or services
Credit note is required to be issued

(i) If taxable value charged in the tax invoice is found to exceed the taxable value in respect of
supply of goods and /or services, or

(if) Iftaxcharged inthetaxinvoice is found to exceed the tax payable in respect of supply of goods
and for services, or

(iif) if goods supplied are returned by the recipient, or
(iv) if goods and/or services supplied are found to be deficient.

9. Determine with reason whether the following statements are true or false:

(i) A registered person shall issue separate invoices for taxable and exempted goods when
supplying both taxable as well as exempted goods to an unregistered person.

(if) A Non-banking financial company can issue a consolidated tax invoice at the end of every
month for the supply made during that month. (Mock Test Paper October 2018 4 Marks) &
(CA Intermediate May 2018 3 Marks)
Sol. (i) The given statement is false.

Where a registered person is supplying taxable as well as exempted goods or services or both
to an unregistered person, a single “invoice-cum-bill of supply” may be issued for all such
supplies.

(if) The said statement is true.

By virtue of an amendment, a non-banking financial company has been allowed to issue a
consolidated tax invoice or any other document in lieu thereof for the supply of services
made during a month at the end of the month.
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10. Jai, aregistered supplier, runs a general store in Ludhiana, Punjab. Some of the goods sold by him
are exempt whereas some are taxable. You are required to advise him on the following issues:
(i) Whether Jai is required to issue a tax invoices in all cases, even if he is selling the goods to the
end consumers?
(if) Jai sells some exempted as well as taxable goods valuing %5,000 to a school student. Is he
mandatorily required to issue two separate GST documents?
(iif) Jaiwishes to know whether it's necessary to show tax amount separately in the tax invoices
issued to the customers. You are required to advise him.

Sol. (i) No, heis not required to issue a tax invoice in all cases. As per section 31(1) of the CGST Act,
2017, every registered person supplying taxable goods is required to issue a ‘tax invoice’,
Section 31(3)(c) of the CGST Act, 2017 stipulates that every registered person supplying
exempted goods is required to issue a hill of supply instead of tax invoice.

Further, rule 46A ofthe CGST Rules, 2017 provides that a registered person supplying taxable
as well as exempted goods or services or both to an unregistered person may issue a single
‘invoice-cum-bill of supply’ for all such supplies.

However, as per section 31(3)(b) of the CGST Act, 2017 read with rule 46 of the CGST Rules,
2017, a registered person may not issue a tax invoice if:
(a) wvalue of the goods supplied < T200,

(b) therecipient is unregistered; and

(c) therecipient does not require such invoice.

Instead, such registered person shall issue a Consolidated Tax Invoice for such supplies at the
close of each day in respect of all such supplies.

(if) As per rule 46A of the CGST Rules, 2017, where a registered person is supplying taxable as
well as exempted goods or services or both to an unregistered person, a single “invoice-cum-
bill of supply” may be issued for all such supplies. Thus, there is no need to issue a tax invoice
and a bill of supply separately to the school student in respect of supply of the taxable and
exempted goods respectively.

(iif) Asper section 33 of the CGST Act, 2017, where any supply is made for a consideration, every
person who is liable to pay tax for such supply shall prominently indicate in all documents
relating to assessment, tax invoice and other like documents, the amount of tax which shall

form part of the price at which such supply is made. Hence, Jai has to show the tax amount
separately in the tax invoices issued to customers.

11. Discuss the provisions relating to issue of an invoice /document in the following circumstances:
(i) Advance payment is received against a supply, but subsequently no supplies are made.
(if) Goods are sent on approval for sale or return and are removed before the supply takes place.
(iif) Malcolm provides continuous supply of services to his client, where the due date of payment
for such services is not ascertainable. No advance has been received on this behalf.

Sol. (i) As per section 31(3)(e) of CGST Act, 2017, where advance payment is received against a
supply for which receipt voucher has been issued, but subsequently no supplies are made
and no tax invoice is issued in pursuance thereof, a refund voucher has to be issued to the
person who had made the advance payment.

(if) As per section 31(7) of CGST Act, 2017, where the goods are sent on approval for sale or
return and are removed before the supply takes place, the invoice shall be issued before or
at the time of supply or 6 months from the date of removal, whichever is earlier.
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(iif) As per section 31(5)(h) of CGST Act, 2017, in case of continuous supply of services, where
the due date of payment is not ascertainable from the contract, the invoice shall be issued
before or at the time when the supplier of service receives the payment.

12. When should a Tax Invoice be issued for supply of Goods?
Sol.

o If movement of goods is involved, then the tax invoice has to be issued before or at the time
of removal of the goods for supply to the recipient.

o If movement of goods is not involved, then the tax invoice has to be issued before or at the
time of the goods are delivered to the recipient or when the goods are made available to the
recipient.

13. Examine the following independent cases of supply of goods and services and determine the time

of issue of invoice under each of the cases as per the provisions of CGST Act, 2017;

(i) Sakthi Enterprises, Kolkata entered into a contract with Suraj Enterprises, Surat for supply
of goods on 31 October, 2018. The goods were removed from the factory at Kolkata on 11
October, 2018. As per the agreement, the goods were to be delivered by 31" October, 2018.
Suraj Enterprises received the goods on 14™ October, 2018,

(if) Trust and Fun Ltd, an event management company, has provided its services for an event at
Kapoor Film Agencies, Mumbai on 5™ June, 2018. Payment for the event was made on 19t
June, 2018.

Sol. (i) Aregistered personsupplying taxable goods shall issue a tax invoice, before or at the time of
removal of goods for supply to the recipient, where the supply involves movement of goods.

Therefore, in the given case, invoice has to be issued on orbefore 11 October 2018 (the time
of removal of goods).

(if) Aregistered person [otherthanan insurer/banking company/financial institution, including
an NBFC] supplying taxable services shall issue a tax invoice before or after the provision of
service, but within a period of 30 days from the date of supply of service.

Thus, inthe given case, invoice has to be issued within 30 days of 5 June 2018 (date of supply
of service), i.e. on or before 5% July 2018,

14. ABC Ltd., a registered supplier has made following taxable supplies to its customer Mr. P in the
quarter ending 30 June, 20XX.

Particulars ' Invoice Value
(including
| | GST)
5% April, 20XX 102 Notebooks [10 in numbers] 1200
10t May, 20XX 197 Chart Paper [4 in number] 600
20t May, 20XX 230 Crayon colors [2 packets] 500
27 June, 20XX 254 Poster colors [5 packets] 900
22" June, 20XX 304 Pencil box [4 sets] 700

Goods in respect of bill no. 102, 230 and 254 have been returned by Mr. P. You are required to
advise ABC Ltd. whether it can issue consolidated credit note against all the three invoices?
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Sol. Where one or more tax invoices have been issued for supply of any goods and for services and

15.

Sol.

(a) the taxable value/tax charged in that tax invoice is found to exceed the taxable value /tax
payable in respect of such supply, or

(b) where the goods supplied are returned by the recipient, or

(c¢) where goods and /orservices supplied are found to be deficient, the registered person, who has
supplied such goods and/or services, may issue to the recipient one or more credit notes for
supplies made in a financial year containing prescribed particulars. Thus, one (consolidated)
or more credit notes can be issued in respect of multiple invoices issued in a financial year
without linking the same to individual invoices.

Hence, in view of the above-mentioned provisions, M/s ABC Ltd. can issue a consolidated
credit note for the goods returned in respect of all the three invoices.

Bali Limited, a registered taxpayer, provides security services to registered persons from Mumbai
office and Delhi office. The aggregate turnover of Mumbai office and Delhi office in the preceding
financial year is T30 crore and 25 crore respectively. For the month of November in the current
financial year, Bali Limited prepares duplicate invoices and does not issue e-invoice as it is of the
view that it's aggregate turnover does not cross the threshold limit to make it liable for issuing
e- invoices.

Briefly explain whether the view taken by Bali Limited is correct in law? Also explainthe advantages
of e-invoicing, if any.

The view taken by Bali Limited is not correct in law.

All notified registered businesses (except specified class of persons) with an aggregate turnover
(based on PAN) in the preceding financial year greater than I5 crore are required to issue
e-invoices.

The eligibility is based on aggregate annual turnover on the common PAN. Thus, the aggregate total
turnover of Bali Limited is more than ¥50 crores (considering both the GSTINs) and is required
to issue e-invoices.

Further, where e-invoicing is applicable, there is no need of issuing invoice copies in triplicate/
duplicate.

E-invoice has many advantages for businesses, which have been given as under:

1. Auto-reporting of invoices into GST return and auto-generation of e-way bill (wherever
required). Under e-invoicing, business has to report the B2B invoice data only once in the
e- invoice form and the same is reported in multiple forms (GSTR-1, e-way bill etc.). E-way
bill can be auto-generated using e-invoice data. GSTR-1 can also be auto-populated with the
e-invoice data. It will become part of the business process of the taxpayer.

2. Accuracy/Reconciliation. Since same data is reported to tax department as well as to the
buyer to prepare his inward supplies (purchase) register, transcription errors are reduced.
On receipt of information through GST System, buyer can do reconciliation with his Purchase
Order.

3. Earlypayment. E-invoicing facilitates standardisation and inter-operability leading to reduction
of disputes among transacting parties and thus, improving payment cycles.

4. Cost reduction. E-invoicing helps in reducing processing costs and thus, leads to improvement
of overall business efficiency.

5. Reductionoftax evasion. Since a complete trail of B2B invoices is available with the Department,

it will enable the system-level matching of input tax credit and output tax thereby reducing
the tax evasion.
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6. Elimination of fake invoices. E-invoicing eliminates the fake invoices. Claiming fictitious input
tax credit (ITC) by raising fake invoices is also one of the higgest challenges currently faced
by tax-authorities. The e-invoice system helps to curb the actions of unscrupulous taxpayers
and reduce the number of fraud cases as the tax authorities have access to data in real-time.

7. Paper Elimination. E-invoicing helps in paper elimination and thereby it is eco-friendly.

16. Determine in which of the following independent cases, e-invoicing is applicable?

(i) Harnam & Co., dealing in interior decoration products made supplies to various registered
and unregistered persons in the preceding financial year. The aggregate turnover of Harnam
& Co. in the preceding financial year is T60 crore.

(if) Rich & Poor Bank, registered under GST has an aggregate turnover of ¥75 crore inthe preceding
financial year.

Sol. All registered businesses with an aggregate turnover (based on PAN) in any preceding financial
year from 2017-18 onwards greater than 5 crore are required to issue e- invoices in respect of
B2B supplies (supply of goods and for services to a registered person).
Further, following entities are exempt from the mandatory requirement of e-invoicing:
(@) Special Economic Zone units
(b) Insurer or banking company or financial institution including NBFC
(¢) GTA supplying services in relation to transportation of goods by road in a goods carriage
(d) Supplier of passenger transportation service

(e) Personsupplying services by way of ad missionto exhibition of cinematograph films in multiplex
screens

(f) A government department and Local authority

Thus, above mentioned entities are not required to issue e-invoices even iftheir turnover exceeds
50 crore in the preceding financial year from 2017-18 onwards.

In view of the above mentioned provisions, the answer to the independent cases are as under:

(i) The aggregate turnover of Harnam & Co. exceeds the threshold limit of aggregate turnover
applicable for e-invoicing. Thus, Harnam & Co. is mandatorily required to issue e-invoices in
respect of supplies made to registered persons.

(if) Banking company is specifically exempt from mandatory requirement of e-invoicing even ifthe

turnover exceeds 5 crore in the preceding financial year. Thus, e-invoicing is not applicable
to Rich & Poor Bank

17. Answer the Following Questions
(a) ABC Cinemas, a registered person engaged in making supply of services by way of admission to
exhibition of cinematographic films in multiplex screens was issuing consolidated tax invoice
for supplies at the close of each day in terms of section 31(3)(b) of CGST Act, 2017 read with
fourth proviso to rule 46 of CGST Rules, 2017.
During the month of October, 2019, the Department raised an objection for this practice and
asked to issue separate tax invoices for each ticket.

Advise ABC Cinemas for the procedure to be followed in the light of recent notification.

Sol. {a) The procedureto be followed by ABC Cinemas, a registered person engaged in making supply
of services by way of admission to exhibition of cinematograph films in multiplex screens, is
as under:
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The option to issue consolidated tax invoice is not available to a supplier engaged in making
supply of services by way of admission to exhibition of cinematograph films in multiplex
screens. Thus, ABC Cinemas cannot issue consolidated tax invoice for supplies made by it at
the close of each day.

ABC Cinemas is required to issue an electronic ticket.

The said electronic ticket shall be deemed to be a tax invoice, even if such ticket does not
contain the details of the recipient of service but contains the other information as prescribed
to be mentioned.

MULTIPLE CHOICE QUESTIONS

1. In case of taxable supply of services, invoice shall be issued within a period of from the date of
supply of service.

(@) 30days (b) 45days
(c) 60days (d) 90days
2. In case of taxable supply of services by an insurer, invoice shall be issued within a period
of _ fromthe date of supply of service.
(@) 30days (b) 45days
(c) 60 days (d) 90days

3. In case of continuous supply of services, where due date of payment is ascertainable from the
contract, invoice shall be issued:

(a) before or at the time when the supplier of service receives the payment
(b) onor before the due date of payment
(c) Either (a) or (b)
(d) None of the above
4, In case of continuous supply of services, where due date of payment is not ascertainable from
the contract, invoice shall be issued:
(a) before or at the time when the supplier of service receives the payment
(b) onor before the due date of payment
(c) Either (a) or (b)
(d) None of the above
5. 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:
(a) before/at the time of supply
(b) 6 months from the date of removal
(c) Earlier of (a) or (b)
(d) None of the above
6. Avtaar Enterprises, Kanpur started trading in medicines from July 1, 20XX. Its turnover

exceeded T40 lakh on October 3, 20XX. The firm applied for registration on October 31, 20XX
and was issued registration certificate on November 5, 20XX.

Can any revised invoice be issued in the given scenario? If the Solution to the first question is in
affirmative, determine the period for which the revised invoices can be issued as also the last
date upto which the same can be issued.

@m@ Goods and Service Tax @




(@) Revised invoice cannot be issued in the given case.

(b) Revised invoices can be issued for supplies made between October 3, 20XX and
November 5, 20XX. Further, the revised invoices can be issued for the said period
till December 5, 20XX.

(c) Revised invoices can be issued for supplies made between October 31, 20XX and November 5,
20XX. Further, the revised invoices can be issued for the said period till December 31, 20XX.

(d) Revised invoices canbe issued for supplies made between July 1, 20XX and November 5, 20XX.
Further, the revised invoices can be issued for the said period till December 31, 20XX.
7. Kutch Refineries supplies LPG to XYZ Ltd. by a pipeline under a contract. The terms of contract
are:
(i) Monthly payment of X2 lakh to be made by the recipient on fifth day of the month.

(if) Aquarterly statement of the goods dispatched and payments made will be issued by seventh
day of the month succeeding the relevant quarter.

August 5, September 5,|Payments of32lakh made in each month

October 5

October 7 Statement of accounts issued by supplier for the quarter
July-September

October 17 Differential payment of ¥56,000 received by supplier for
the quarter July-September as per statement of accounts

Which of the following statements is true?
(@) Invoice will be issued on August 5, September 5, October 5 and October 7.
(b) Invoice will be issued on August 5, September 5 and October 5.
(¢) Invoice will be issued on August 5, September 5, October 5, October 7 and October 17,
(d) None of the above
8. Which of the following statements is correct while issuing a tax invoice?
(i) Place of supply in case of inter-State supply is not required to be mentioned

(if) The power of attorney holder can sign the tax invoice in case the taxpayer or his authorised
representative has been travelling abroad

(iif) Quantity is not required to be mentioned in case of goods when goods are sold on “as is where

is basis”
(iv) Description of goods is not required to be given in case of mixed supply of goods
(a) (i), (iif) (b) (1), (if), (i)
(c) None ofthe above (d) All of the above

9. What will be the rate of tax and nature of supply of a service, if the same is not determinable at
the time of receipt of advance?
(@) 12%, Inter-State supply (b) 129, Intra-State supply
(c) 18%, Inter-State supply (d) 189%, Intra-State supply
10. ASC, a registered person supplied goods amounting to ¥1,18,000/- (inclusive of GST, taxable
@ 18%) to BSC, a registered person on 30-9-2018. BSC further sold such goods to CSC, a consumer
who came to his shop on 30-10-2018 in cash for ¥2,36,000/- (inclusive of GST, taxable @ 18%).
ASC, issued a credit note of ¥11,800/- (10000+1800/-GST) for rate difference on 2-11-2018 to
BSC. BSC, then entered a credit note in its books for the same amount in the name of CSC, without
intimating CSC on 2-11-2018 and reduced its output tax liability accordingly. As per the provisions
of GST law, which of the above-mentioned suppliers are allowed to reduce their output tax liability?
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11.

k.

13.

14.

15.

16.

17.

(a) ASC

(b) BSC

(¢) Both ASC and BSC

(d) None of the above, since the incidence of tax has been passed on to another person.

Can a registered person issue one (consolidated) or more debit/Credit notes in respect of multiple
invoices issued in a financial year without linking the same to individual invoices.

(a) Yes (b) No

Signature or digital signature of supplier/authorised representative not required on following
documents:

(a) Electronic tax invoice/Bill of supply

(b) Electronic consolidated tax invoice in case of Insurance/Banking companies, financial
institutions including NBFCs

(c) Electronic ticket issued for passenger transportation service
(d) All of the above

Bill of supply is issued in case of:
(@) Exempted supplies (b) Supplies by composition dealer
(¢) Both of ahove (d) None of the above.

The name of the State of recipient along with State code are required in invoice when:

(@) Supplies are made to registered persons

(b) Supplies are made to unregistered persons where the value of supply is 50,000 or more
(¢) Supplies are made to unregistered persons for any value.

(d) None of the above

When goods sent on sale on approval basis, invoice has to be issued:

(@) while sending the goods;

(b) when the recipient accepts the goods /six months from date of removal, whichever is earlier

(c) when the recipient accepts the goods or one months from the date of removal, whichever is
earlier

(d) None of the above

Kidzee Ltd., awholesaler of toys registered in Chandigarh, is renowned in the local market for the

varieties of toys and their reasonable prices. Kidzee Ltd. makes a supply of 100 pieces of baby’s

learning laptops and chat learning phones to Nancy General Store on 25% September, 20XX by

issuing a tax invoice amounting to ¥1,00,000.

However, the said toys were returned by Nancy General Store on 30 September, 20XX. Which
document Kidzee Ltd. is required to issue in such a case?

(@) Debit Note

(b) Refund voucher

(c) Credit note

(d) Payment voucher

Is e-way bill mandatory in case of transport of the handicraft goods from one State to another
State by a person who has been exempted from the requirement of obtaining registration?

(a) E-way Bill is not required as the supplier is exempt from the requirement of obtaining
registration.
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(b) E-way Bill is mandatory only if the value of consignment is more than ¥50,000.

(¢) E-way Bill is mandatory even if the value of consignment does not exceed ¥50,000.
(d) None of the above.

18. M /s Gyaan Publishing House, registered under GST in Delhi is engaged in printing and selling

of books as well as trading of stationery items. He has provided following information of a
consignment which is to be supplied to Mumbai: -

(i) Taxable value of supplies indicated on tax invoice: ¥35,000/-
(if) Value of exempted supplies: 38,000/-

(iif) Valueofgoodstobesenttojob workerondelivery challan: 315,000 /- Calculate the consignment

value for the purpose of generating e-way bill for inter- State supply of goods. Assume rate of
tax on taxable goods to be 18%.

(a) 235,000/-
(b) 50,000 /-
(€) T56,300/-
(d) 264,300 /-

19. What is a valid tenure for an e-way bill for a distance upto 100 km?
(@) One day in cases other than Over Dimensional Cargo
(b) One additional day in case of Over Dimensional Cargo
(¢) One additional day in cases other than Over Dimensional Cargo
(d) One day in case of Over Dimensional
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The provisions relating to accounts and records required to be maintained under GST are contained in
sections 35 and 36 read along with Chapter VII - Accounts and Records of CGST Rules, 2017. Relevant
provisions of CGST Rules, 2017 have been incorporated at relevant places.

B WHO IS REQUIRED TO MAINTAIN BOOKS OF ACCOUNTS AND AT WHICH PLACE?

Every registered person shall keep and maintain, books of accounts at his principal place of
business (hereinafter referred to as PPoB) and books of account relating to additional place of
business (hereinafter referred to as APoB) [as mentioned in the certificate of registration].

Where more than one place of business is specified in the certificate of registration, the accounts
relating to each place of business shall be kept at such places of business.

Unless proved otherwise, if any documents, registers, or any books of account belonging to a
registered person are found at any premises other than those mentioned in the certificate of
registration, they shall be presumed to be maintained by the said registered person.

B WHICH ACCOUNTS AND RECORDS ARE REQUIRED TO BE MAINTAINED?
Atrue and correct account of following is to be maintained:
(a) production or manufacture of goods;
(b) inward and outward supply of goods or services or both;
() stock of goods;
(d) inputtax credit availed;
(e) output tax payable and paid
(A such other particulars as may be prescribed?2

The Commissioner may notify a class of taxable persons to maintain additional accounts or documents
for such purpose as may be specified therein.

Where the Commissioner considers that any class of taxable persons is not in a position to keep and
maintain accounts in accordance with the provisions of this section, he may, for reasons to be recorded in
writing, permit such class of taxable persons to maintain accounts in such manner as may be prescribed.

The additional records to be maintained by specified persons are as under:

(i) Registeredperson

In addition to the particulars mentioned in section 35(1), the rules also provide that the registered
personb is required to maintain a true and correct account of:



o The goods/services imported /exported,

o Supplies attracting payment of tax on reverse charge along with relevant documents, including
invoices, bills of supply, delivery challans, credit notes, debit notes, receipt vouchers, payment
vouchers and refund vouchersé.

o Separate account of advances received, paid and adjustments made thereto.
o Particulars of:

o Names and complete addresses of suppliers from whom he has received the goods or services
chargeable to tax under the Act;

o Names and complete addresses of the persons to whom he has supplied goods or services,
where required under the provisions of this Chapter.

o Particulars of the complete address of the premises where goods are stored by him, including
goods stored during transit along with the particulars of the stock stored therein.

However, if any taxable goods are found to be stored at any place(s) other than those so declared
without the cover of any valid documents, the proper officer shall determine the amount of tax
payable on such goods as if such goods have been supplied by the registered person.

A supplier is required to maintain following records relating to stock of goods and tax details.
However, a supplier who has opted for composition scheme is not required to maintain such
records.

(a) 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.

(b) Details oftax: Account, containing the details oftax payable (including taxpayable 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

(ii) Agent
Every agent shall maintain accounts depicting the-

(@) Particulars of authorisation received by him from each principal to receive/supply goods/
services on behalf of such principal separately;

(b) Particulars including description, value and quantity (wherever applicable) of goods /services
received on behalf of every principal;

(c) Particulars including description, value and quantity (wherever applicable) of goods/services
supplied on behalf of every principal;

(d) Details of accounts furnished to every principal; and
(e) Tax paid on receipts/ supply of goods /services effected on behalf of every principal.

(iii) Manufacturer

Apart from other records, every registered person manufacturing goods has to maintain monthly
production accounts showing quantitative details of raw materials/services used in the manufacture

and quantitative details of the goods so manufactured including the waste and by products thereof.

(iv) Service Provider

Every registered person supplying services has to additionally maintain the accounts showing
quantitative details of goods used in the provision of services, details of input services utilised and
the services supplied.
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(v) Person executing works contract

Every registered person executing works contract shall keep separate accounts for works contract

showing-

o the names and addresses of the persons on whose behalf the works contract is executed;

o description, value and quantity (wherever applicable) of goods /services received for the execution
of works contract;

o description, value and quantity (wherever applicable) of goods /services utilized in the execution
of works contract;

o the details of payment received in respect of each works contract; and
o the names and addresses of suppliers from whom he received goods or services.

(vi) Custodian/clearing and forwarding agent

Any person having custody over the goods in the capacity of a carrier or a clearing and forwarding
agent for delivery or dispatch thereof to a recipient on behalf of any registered person shall maintain
true and correct records in respect of such goods handled by him on behalf of such registered person
and shall produce the details thereof as and when required by the proper officer.

(vii) Owner/operator of a warehouse/ godown and transporter

Every owner or operator of warehouse or godown or any other place used for storage of goods and
every transporter, irrespective of whether he is a registered person or not, shall maintain records of
the consigner, consignee and other relevant details of the goods in such manner as may be prescribed
Enrolment, if not already registered in GST14: If such persons are not already registered, they shall
obtain a unique enrollment number by applying electronically [In Form GST ENR-01] at the GST
Common Portal.

The person enrolled as aforesaid in any other State or Union territory shall be deemed to be enrolled
in the State or Union territory.

Such person may also amend the details furnished in the prescribed form.
Such person, once obtained unique enrollment number, shall not be eligible to use any of the GSTIN.

Transporter: Any person engaged in the business of transporting goods shall maintain records of
goods transported, delivered and goods stored in transit by him along with GSTIN of the registered
consignor and consignee for each of his branches.

Owner/operator of a warehouse/ godown

Every owner or operator of a warehouse or godown shall maintain books of accounts with respect to
the period for which particular goods remain in the warehouse, including the particulars relating to
dispatch, movement, receipt, and disposal of such goods.

The owner or the operator of the godown shall store the goods in such manner that they can be
identified item-wise and owner-wise and shall facilitate any physical verification or inspection by the
proper officer on demand.

B HOWTHE ACCOUNTS AND RECORDS WILL BE MAINTAINED? RECORDS MAY BE
MAINTAINED MANUALLY

o Each volume of books of account maintained manually by the registered person shall be serially
numbered.

o Records may be maintained in electronic form
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o Books of account include any electronic form of data stored on any electronic device.

o Theregistered person may keep and maintain such accounts and otherparticulars in electronic
form stored on any electronic device and record so maintained shall be authenticated by means
of a digital signature.

o Proper electronic back-up of records shall be maintained and preserved in such manner that,
in the event of destruction of such records due to accidents or natural causes, the information
can be restored within a reasonable period of time.

o The registered person maintaining electronic records shall produce, on demand, the relevant
records or documents, duly authenticated by him, in hard copy or in any electronically readable
format.

o Where the accounts and records are stored electronically by any registered person, he shall,
on demand, provide the details of such files, passwords of such files and explanation for codes
used, where necessary, for access and any other information which is required for such access
along with a sample copy in print form of the information stored in such files.

o No entry to be erased foverwritten
o Any entry in registers, accounts and documents shall not be erased, effaced or overwritten.
o All incorrect entries, otherwise than those of clerical nature, shall be scored out under
attestation and there after correct entry shall be recorded.
o Where the registers and other documents are maintained electronically, a log of every entry
edited or deleted shall be maintained.

o Accounts maintained by the registered person together with all the invoices, bills of supply, credit
and debit notes, and delivery challans relating to stocks, deliveries, inward supply and outward
supply shall be preserved for the period as provided in section 36 and shall, where such accounts
and documents are maintained manually, be kept at every related place of business mentioned in
the certificate of registration and shall be accessible at every related place of business where such
accounts and documents are maintained digitally.

o Every registered person shall, on demand, produce the books of accounts which he is required to
maintain under any law for the time being in force.

B WHAT ARE THE CONSEQUENCES OF FAILURE TO MAINTAIN THE ACCOUNTS187?

Where the registered person fails to account for the goods and/or services in accordance with the
provisions of section 35(1), the proper officer shall determine the amount of tax payable on the goods
or services or hoth that

are not accounted for, as if such goods or services or both had been supplied by such person and
the provisions of section 73/section 74, as the case may be, shall, mutatis mutandis, apply for
determination of such tax.

Period of Retention of Accounts [Section 36]

Everyregistered person required tokeep and maintainbooks of account or otherrecords inaccordance
with the provisions of section 35(1) shall retain them until the expiry of 72 months from the due date
of furnishing of annual return for the year pertaining to such accounts and records.

However, a registered person, who is a party to an appeal or revision20 or any other proceedings
before any Appellate Authority or Revisional Authority or Appellate Tribunal or Court, whether filed
by him or bythe Commissioner, or is under investigation for an offence under Chapter XIX, shall retain
the books of account and other records pertaining to the subject matter of such appeal or revision or
proceedings or investigation for a period of one year after final disposal of such appeal or revision or
proceedings or investigation, or for the period specified above, whichever is later.
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QUESTION BANK

1.

Sol.

Sol.

Sol.

Sol.

Who is required to maintain books of accounts and at which place in terms of Section 35 read
with relevant rules?

Every registered person shall keep and maintain, his books of accounts at his principal place
of business and books of account relating to additional place of business as mentioned in the
certificate of registration. Where more than one place of business is specified in the certificate of
registration, the accounts relating to each place of business shall be kept at such places of business.

. Mr. Sky is engaged in the business oftrading of mobiles. 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.

A supplier who has opted for composition scheme is not required to maintain records relating

to;

(a) 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.

(b) 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. Sky is not required to maintain above mentioned records.

. Mr Harsh Manjula is engaged in the business of works contract services and request your guidance

as to specific records required to be maintained by him under GST law, if any.
Mr. Harsh Manjula, executing works contract shall keep separate accounts for works contract
showing -

» the names and addresses of the persons on whose behalf the works contract is executed;

» description, value and quantity (wherever applicable) of goods /services received for the
execution of works contract;

» description, value and quantity (wherever applicable) of goods/services utilized in the
execution of works contract;

» the details of payment received in respect of each works contract; and

the names and addresses of suppliers from whom he received goods or services.

. Chill Chain Cold is operating cold storage warehouse and seeks your guidance on the GST accounts

and records to be maintained by them in terms of Section 35.

Chill Chain Cold shall maintain records of the consigner, consignee and other relevant details of
the goods in the prescribed manner.

Chill Chain Cold shall also maintain books of accounts with respect to the period forwhich particular
goods remain in the warehouse, including the particulars relating to dispatch, movement, receipt,
and disposal of such goods.

Chill Chain Cold shall store the goods in such manner that they can be identified item-wise and
owner-wise and shall facilitate any physical verification or inspection by the proper officer on
demand.
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5. Mr Xis of the view that records are to be mandatorily maintained manually only. You are required
to examine the view taken by Mr. X?

Sol. The view taken by Mr. X is not valid in law. Books of account include any electronic form of data
stored on any electronic device. The registered person may keep and maintain such accounts and
otherparticulars in electronic form stored on any electronic device and record so maintained shall
be authenticated by means of a digital signature. The registered person maintaining electronic
records shall produce, on demand, the relevant records or documents, duly authenticated by him,
in hard copy or in any electronically readable format.

Where the accounts and records are stored electronically by any registered person, he shall, on
demand, provide the details of such files, passwords of such files and explanation for codes used,
where necessary, for access and any other information which is required for such access along
with a sample copy in print form of the information stored in such files.
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E-Way Bill
Meaning of E-way bill is an electronic document generated on the GST portal evidencing
e-way bill movement of goods.
3'nd"t""hy is it Section 68 mandates that the Government may require the personin charge of a
required? conveyance carrying any consignment of goods of value exceeding such amount
as may be specified to carry with him such documents and such devices as may be
prescribed. Rule 138 of CGST Rules, 2017 prescribes e-way bill as the document
_ to be carried for the consignment of goods in certain prescribed cases.
When is it E-way Bill is mandatory in case of movement of goods of consignment value
required to be exceeding 350,000. Movement should be:
generated?

(@) in relationto a supply; or

(b) for reasons other than supply; or

(¢) due to inward supply from an unregistered person, registered person
causing movement of goods shall furnish the information relating to the
said goods in Part A of Form GST EWB-01 before commencement of such
movement.

Exceptions to minimum consignment value of 50,000 (i.e. Mandatory to

Generate E-Way Bill)

o Inter-State transfer of goods by principal to job worker
o Inter-State transfer of handicraft goods by a person exempted from obtaining

registration
Consignment Consignment value of goods shall be:
value (a) Determined in accordance with the provisions of Section 15

(b) Declared in an invoice, a bill of supply or delivery challan, as the case may
be, issued in respect of the said consignment

(¢) Italso includes Taxes under GST

(d) Itshall not include the value of exempt supply of goods where the invoice is
issued in respect of both exempt and taxable supply of goods.




Who causes If a supplier is registered and undertakes to transport the goods, movement of
movement of goods is caused by the supplier. If the recipient arranges transport, movement
goods? would be caused by him.

Ifgoods are supplied by an unregistered supplier to a registered known recipient,
movement shall be caused by such recipient.

(iteanetnasl o Part A: to be furnished by the registered person** who is causing movement of
be furnished in  fefelolsl
e-way bill Part B: to be furnished by the person who is transporting the goods.
However, information in Part-A may be furnished:
(a) by the transporter if so authorised or
(b) bythe e-commerce operator/courier agency, where the goods are supplied
through them.
However, e-way hill generation facility is blocked in respect of any outward
movement of goods of the registered person where:
0 Aperson paying tax under composition scheme or under S.10 (2A) has not
furnished the statement for payment of self-assessed tax for 2 consecutive
quarters, or

o Aperson paying tax under regular scheme has not furnished the returns for
2 consecutive months, or

o A person paying tax under a regular scheme has not furnished GSTR-1
(Statement of outward supplies) for any 2 months or quarters, as the case
may be.

However, Commissioner (jurisdictional commissioner) may, on receipt of an

application from a registered person in prescribed form, on sufficient cause

being shown and for reasons to be recorded in writing, by order, in prescribed

form allow furnishing of the said information in Part A of Form GST EWB-01,

subject to prescribed conditions and restrictions.

Anorder rejecting said request shall notbe passed without giving the said person

a reasonable opportunity of being heard. The permission granted or rejected by

the Commissioner of State tax or Commissioner of Union territory tax shall be

deemed to be granted or, as the case may be, rejected by the Commissioner.

Who can E-way bill is to be generated by the registered consignor or consignee (if the
generate the transportation is being done in own/hired conveyance or by railways by air or
e- way bill? by vessel) or the transporter (if the goods are handed over to a transporter for
transportation by road). Where neither the consignor nor consignee generates
the e-way bill and the value of goods is more than ¥50,000/- it shall be the
responsibility of the transporter to generate it

Other points (@) Goods transported by railways shall be delivered only on production of
e-way bill.
(b) E-way bill can be generated even if consignment value is less than ¥50,000.
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Details of

conveyance may
not be furnished
in Part B

Transfer
of goods

to another
conveyance

Consolidated
E-way Bill in
case of road
transport

Cancellation of
e-way bill

Validity period
of e-way bill/
consolidated
e-way bill

Acceptance/
rejection of
e-way bill

Documents/
devices to be
carried by a
person-in-
chargeofa
conveyance

In case of intra-State movement of goods up to 50 km distance:

(a) from place of business (PoB) of consignor to PoB of transporter for further
transportation or

(b) from PoB of transporter finally to PoB of the consignee.

Insuch cases, the transporter or generato rof the e-way bill shall update the new
vehicle number in Part B of the EWB before such transfer and further move ment
of goods.

Aftere-way bill hasbeen generated, where multiple consignmentsare intended to
betransported inone conveyance,thetransporter may indicate the serial number
of e-way bills generated in respect of each such consignment electronically on
the common portal and a consolidated e-way bill in Form GST EWB-02 may be
generated by him on the said common portal prior to the movement of goods.

Where the consignor/consignee has not generated the e-way bill in Form GST
EWB-01 and the aggregate of the consignment value of goods carried in the
conveyance is more than ¥50,000, the transporter shall generate individual
Form GST EWB-01 on the basis of invoice or bill of supply or delivery challan
and may also generate a consolidated e-way bill in Form GST EWB-02 prior to
the movement of goods [This provision is not yet effective].

cancelled within 24 hours from the time of generation.

E-way bill can be cancelled if either goods are not transported or are not
transported as per the details furnished in the e-way bill. The e-way bill can be

Shipment By Time Limit
Normal Cargo One day For every 200 km or part
thereof
Over Dimensional Cargo One day Forevery 20 kmor part thereof

Multimodal shipment in which at least | One day For every 20 km or part thereof
one leg involves transport by ship

The person causing movement of goods shall generate the e- way bill specifying
the details of other person as a recipient who can communicate the acceptance
or rejection of such consignment specified in the e-way bill. If the acceptance or
rejection is not communicated within 72 hours from the time of generation of
e-way Bill or the time of delivery of goods whichever is earlier, it will be deemed
that he has accepted the details.

a Invoice or bill of supply or delivery challan

a Copyofthe e-waybill in physical form orthe e-way 0 bill number in electronic
form or mapped to a RFID embedded on to the conveyance
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Vit ke | Commissioner or an officer empowered by him in this behalf may authorise
“hei s | the proper officer to intercept any conveyance to verify the e-way bill or the
conveyances e-way bill number in physical form for all inter-State and intra-State movement
of goods.

Physical verification of aspecific conveyance canalso be carried outby any officer,
on receipt of specific information on evasion of tax, after obtaining necessary
approval of the Commissioner or an officer authorised by him in this behalf.

|[aeaon a1 Y A summary report of every inspection of goods in transit shall be recorded online
on the common portal by the proper officer within 24 hours of inspection and
the final report shall be recorded within 3 days of such inspection.

Once physical verification of goods being transported on any conveyance has been
done during transit at one place within the State or in any other State, no further
physical verification of the said conveyance shall be carried out again in the State,
unless aspecificinformationrelatingto evasion oftax is made available subsequently.
Where a vehicle has been intercepted and detained for a period exceeding 30
minutes, the transporter may upload the said information in on the common portal.

Situations where E-way Bill is not required to be generated
(a) where the goods being transported are the ones given below:
1. Liquefied petroleum gas for supply to household and non-domestic
exempted category (NDEC) customers
2. Kerosene oil sold under PDS
3. Postal baggage transported by Department of Posts

4. Natural or cultured pearls and precious or semi-precious stones;
precious metals and metals clad with precious metal (Chapter 71)

5. Jewellery, goldsmiths’ and silversmiths’ wares and other articles
(Chapter 71)

6. Currency
7. Used personal and household effects
8. Coral, unworked (0508) and worked coral (9601).

(b) Where the goods are being transported by a non-motorised conveyance

(¢) Where the goods are being transported from the customs port, airport, air
cargo complex and land customs station to an inland container depot or a
container freight station for clearance by Customs

(d) Inrespect of movement of goods within such areas as are notified under of
rule 138(14)(d] of the State or Union territory GST Rules in that particular
State or Union territory

(e) Where the goods [other than de-oiled cake], being transported, are exempt
from tax vide Notification No. 2 /2017 CT(R) dated 28.06.2017

(f) Where the goods being transported are alcoholic liquor for human
consumption, petroleum crude, high speed diesel, motor spirit (commonly
known as petrol), natural gas or aviation turhine fuel

(g) Where the supply of goods being transported is treated as no supply under
Schedule 111 of the Act.
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(h) where the goods are being transported -

1. Under customs bond from an inland container depot or a container
freight station to a customs port, airport, air cargo complex and land
customs station, or from one customs station or customs port to another
customs station or customs port, or

2. Under customs supervision or under customs seal.

(i) Where the goods being transported are transit cargo from or to Nepal or

Bhutan |

(/) Where the goods being transported are exempt from tax under Notification
No.7/2017 CT (R) 28.06.2017 [Supply of goods by the CSD to the Unit Run
Canteens or to the authorised customers and supply of goods by the Unit
Run Canteens to the authorised customers] and Notification No. 26/2017

CT (R) 21.09.2017 [Supply of heavy water and nuclear fuels by Department

of Atomic Energy to Nuclear Power Corporation of India Ltd. (NPCIL)]

(k) Any movement of goods caused by defence formation under Ministry of
defence as a consignor or consignee

() Where the consignor of goods is the Central Government, Government of
any State or a local authority for transport of goods by rail

(m) Where empty cargo containers are being transported

(n) Where the goods are being transported up to a distance of 20 km from the
place of the business of the consignor to a weighbridge for weighment or
from the weighbridge back to the place of the business of the said consignor
subject to the condition that the movement of goods is accompanied by a
delivery challan issued in accordance with rule 55.

(0) Where empty cylinders for packing of liquefied petroleum gas are being
moved for reasons other than supply
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QUESTION BANK

1. With reference to the provisions relating to the electronic way hill (E-way hill) as prescribed
under the GST laws, Solution the following questions:

(i) SindhiToys Manufacturers, registered in Punjab, sold electronic toys to a retail seller in Gujarat,
at a value of 348,000 (excluding GST leviable @ 18%). Now, it wants to send the consignment
of such toys to the retail seller in Gujarat.

You are required to advise Sindhi Toys Manufacturers on the following issues:

(a) Whether e-way hill is mandatorily required to be generated in respect of such movement
of goods?

(b) Ifyes, who is required to generate the e-way hill?

(c) What will be the consequences for non-issuance of e-way bill?

(if) Power Electricals Ltd., a registered supplier of air-conditioners, is required to send from
Mumbai (Maharashtra), a consignment of parts of air-conditioner to be replaced under
warranty at various client locations in Gujarat. The value of consignment declared in the
delivery challan accompanying the goods is ¥70,000. Power Electricals Ltd. claims that since
movement of goods to Gujarat is caused due to reasons other than supply, e-way bill is not
mandatorily required to be generated in this case.

You are required to examine the technical veracity of the claim made by Power Electricals Ltd.

(iif) Beauty Cosmetics Ltd. has multiple wholesale outlets of cosmetic products in Mumbai,
Maharashtra. It receives an order for cosmetics worth ¥1,20,000 (inclusive of GST leviable @
189%) from Prasannaa, owner of a retail cosmetic store in Delhi While checking the stock, it
is found that order worth 55,000 can be fulfilled from the company’s Dadar (Mumbai) store
and remaining goods worth ¥65,000 can be sent from its Malad (Mumbai) store. Both the
stores are instructed to issue separate invoices for the goods sent to Prasannaa. The goods
are transported to Prasanna in Delhi, in a single conveyance owned by Radhey Transporters.
You are required to advise Beauty Cosmetics Ltd. with regard to issuance of e-way bill(s).

Sol. (i)

(@) Rule138(1) ofthe CGST Rules, 2017 provides that e-way Bill is mandatorily required to be
generated if the goods are moved, inter alia, in relation to supply and the consignment value
exceeds ¥50,000. Further, explanation 2 to rule 138(1) stipulates that the consignment
value of goods shall be the value, determined in accordance with the provisions of section
15, declared inan invoice, a bill of supply or a delivery challan, as the case may be, issued
in respect of the said consignment and also includes CGST, SGST /UTGST, IGST and cess
charged, if any, in the document and shall exclude the value of exempt supply of goods
where the invoice is issued in respect of both exempt and taxable supply of goods.
Accordingly, in the given case, the consignment value will be as follows:
= 348,000 x 118%
= ¥56,640.

Since the movement of goods is in relation to supply of goods and the consignment value
exceeds ¥50,000, e-way bill is mandatorily required to be issued in the given case.

(b) Ane-way bill contains two parts namely, Part A to be furnished by the registered person
who is causing movement of goods of consignment value exceeding ¥50,000/- and part
B (transport details) is to be furnished by the person who is transporting the goods.

E-Way Bill




Where the goods are transported by the registered person as a consignor or the recipient
of supply as the consignee, whether in his own conveyance or a hired one or a public
conveyance, by road, the said person shall generate the e-way bill on the common portal
after furnishing information in Part B [Rule 138(2)].

Where the goods are transported by railways or by air or vessel, the e-way bill shall be
generated by the registered person, being the supplier or the recipient, who shall, either
before or after the commencement of movement, furnish, on the common portal, the
information in Part B [Rule 138(2A)].

Where the goods arehanded overto atransporterfor transportation by road, the registered
person shall furnish the information relating to the transporter on the common portal
and the e-way bill shall be generated by the transporter on the said portal on the basis of
the information furnished by the registered person in Part A [Rule 138(3)].

Wherethe consignor orthe consignee has not generated the e-way bill and the aggregate
of the consignment value of goods carried in the conveyance is more than 350,000/, the
transporter, except in case of transportation of goods by railways, air and vessel, shall, in
respect of inter-State supply, generate the e-way bill on the basis of invoice or bill of supply
or delivery challan, as the case may be, and may also generate a consolidated e-way hill
on the common portal prior to the movement of goods [Rule 138(7)].

(c) Itis mandatoryto generate e-way bill in all cases where the value of consignment of goods
being transported is more than ¥50,000/- and it is not otherwise exempted in terms of
rule 138(14) of CGST Rules, 2017.
If e-way bills, wherever required, are not issued in accordance with the provisions
contained in rule 138, the same will be considered as contravention of rules. All such goods

and conveyance used as a means of transport for carrying the said goods and documents
relating to such goods and conveyance shall be liable to detention or seizure.

(if) The goods to be moved to another State for replacement under warranty is not a ‘supply’.
However, rule 138(1) of the CGST Act, 2017, inter alia, stipulates that every registered person
who causes movement of goods of consignment value exceeding ¥50,000:

(@) Inrelation to a supply; or

(b) For reasons other than supply; or

(c) Dueto inward supply from an unregistered person, shall, generate an electronic way bill
(E-way Bill) before commencement of such movement.
CBIC via FAQs on E-way Bill has also clarified that even if the movement of goods is caused
due to reasons others than supply [including replacement of goods under warranty], e-way
bill is required to be issued.
Thus, in the given case,since the consignment value exceeds 350,000, e-way hill is required
to be mandatorily generated. Therefore, the claim of Power Electricals Ltd. that e-way bill
is not mandatorily required to be generated as the movement of goods is caused due to
reasons other than supply, is not correct.

(iif) Beauty Cosmetics Ltd. would be required to prepare two separate e-way hills since each
invoice value exceeds 50,000 and each invoice is considered as one consignment for the
purpose of generating e-way bills.
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2.

Sol.

Sol.

The FAQs on E-way Bill issued by CBIC clarify that if multiple invoices are issued by the
supplier to one recipient, that is, for movement of goods of more than one invoice of same
consignor and consignee, multiple e-way bills have to be generated. In other words, for each
invoice, one e-way bill has to be generated, irrespective of the fact whether same or different
consignors or consignees are involved. Multiple invoices cannot be clubbed to generate one
e-way bill. However, after generating all these e-way bills, one consolidated e-way bill can
be prepared for transportation purpose, if goods are going in one vehicle.

Happy Company is a registered supplier of electric goods. It has three stores for electric goods
in Jodhpur (Rajasthan) namely Ram Store, Shyam Store, Mohan Store. It receives an order for
supply of electric goods worth ¥1,40,000 (exclusive of GST @ 18%) from Kishan Sons of Bhopal
(Madhya Pradesh). Happy Company found that order worth ¥43,000 can be fulfilled from the
company’s Ram Store, order worth 345,000 can be fulfilled from its Shyam Store and remaining
goods worth 352,000 can be sent from its Mohan Store. All three stores are instructed to issue
separate invoices for the goods sent to Kishan Sons. The goods are transported to Kishan Sons in
Bhopal in a single conveyance owned by Shiv Transporters.

You are required to advise Happy Company with regard to issuance of e-way bills as per the
provisions of the CGST Act, 2017.

Rule 138 of the CGST Rules, 2018 stipulates that e-way Bill is mandatorily required to be generated
if the goods are moved, inter alia, in relation to a supply and the consignment value [including
CGST, SGST /UTGST, IGST and cess charged] exceeds ¥50,000.

Further, the FAQs on E-way Bill issued by CBIC clarify that if multiple invoices are issued by the supplier
to one recipient, multiple e-way hills have to be generated - one e-waybill for each invoice. Each invoice
is considered as separate consignment for the purpose of generating e-way bills.

Inthe given case, consignment value of goods supplied against separate invoices from Ram Store,
Shyam Store and Mohan Store is 350,740 [43,000 x 118%], ¥53,100 [¥45,000 x 118%] and
361,360 [X52,000 x 118%)] respectively.

Thus, Happy Company is required to prepare 3 separate e-way bills since value of each invoice
exceeds T50,000.

Discuss the correctness of the following statements:
(i) Once generated, an e-way hill cannot be cancelled.
(if) E-way bill generated in one State is valid in another State.
(i) The said statement is partially correct. Where an e-way bill has been generated, but goods are
either not transported at all or are not transported as per the details furnished in the e-way

bill, the e-way hill may be cancelled electronically on the common portal within 24 hours of
generation of the e-way bill.

However, an e-way hill cannot be cancelled if it has been verified in transit in accordance with
the provisions of rule 138B of the CGST Rules, 2017.

(if) The said statement is correct. The e-way bill generated under Goods and Services Tax Rules
of any State or Union territory shall be valid in every State and Union territory.

4, Mr. Shah, a consignor is required to move goods from Ahmedabad (Gujarat) to Nadiad (Gujarat).

E-Way Bill

He appoints Mehta Transporter for movement of goods. Mehta Transporter moves the goods from
Ahmedabad (Gujarat) to Kheda (Gujarat). For completing the movement of goods from Kheda
(Gujarat) to Nadiad (Gujarat), Mehta Transporter now hands overthe goods to Parikh Transporter.
Explain the procedure regarding e-way bill to be followed by consignor and transporter as per
provisions of GST law and rules made there under.




Sol.

6.

Sol.

In the given scenario, only one e-way bill is required to be issued.

Part A can be filled by either Mr. Shah or recipient of goods or Mehta Transporter onthe appropriate
authorisation.

Where the goods are transferred from one conveyance to another, the consignor or the recipient,
who has provided information in Part A, or the transporter shall, before such transfer and further
movement of goods, update the details of conveyance in the e-way bill on the common portal in
Part B.

Thus, on reaching Kheda, Mr. Shah or the recipient of the goods, who has filled Part A of the e-way
bill, or Mehta Transporter can, before the transfer and further movement of goods, update the
details of conveyance in Part B of the e-way bill.

Further, the consignor or the recipient, who has furnished the information in Part A, or the
transporter, may assign the e-way bill number to another registered or enrolled transporter for
updating the information in Part B for further movement of the consignment.

Thus, on reaching Kheda, Mr. Shah or the recipient of the goods, or Mehta Transporter can assign the
said e-way bill to Parikh Transporter who will thereafter update the details of conveyance in Part B.

However, upon updation of the details of the conveyance by Parikh transporter in Part B, Mr. Shah
or recipient, as the case may be, who has furnished the information in Part A shall not be allowed
to assign the e-way bill number to another transporter.

. Agni Ltd. aregistered supplier wishes to transport cargo by road between two cities situated at a

distance of 368 kilometres. Calculate the validity period of e-way bill under rule 138(10) of CGST
Rules, 2017 for transport of the said cargo, if it is over dimensional cargo or otherwise.

(b) The validity period of e-way bill under rule 138(10) of the CGST Rules, 2017 for transport of
cargo by road between two cities situated at a distance of 368 km is as under:

() Ifitis overdimensional cargo: the validity period of the e-way hill is one day from relevant
date up to 20 km and one additional day for every 20 km or part thereof thereafter.

Thus, validity period in given case:
= 1 day + 18 days
= 19 days
(if) Ifitis a cargo other than over dimensional cargo: the validity period of the e-way bill is

one day from relevant date upto 200 km and one additional day for every 200 km or part
thereof thereafter.

Thus, validity period in given case:
= 1day+ 1 day
= 2 days
“It is mandatory to furnish the details of conveyance in Part-B of E-way Bill.”

Comment on the validity of the above statement with reference to provisions of E-Way Bill under
CGST Rules, 2017.

The given statement is partially valid.

An e-way bill is valid for movement of goods by road only when the information in Part-B - which
includes details of conveyance-is furnished.

However, the details of conveyance may not be furnished in Part-B of the e-way bill where the
goods are transported for a distance of up to 50 km within the State/U nion territory:

(i) From the place of business of the consignor to the place of business of the transporter for
further transportation or

(ii) Fromthe place of business of the transporter finally to the place of business of the consignee.
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AN
1 3 Payment of Tax

THEORY

Section 49 Payment of Tax, Interest, Penalty and other Amounts

1. Every deposit made towards tax, interest, penalty, fee or any other amount by a person by internet
banking or by using credit or debit cards or National Electronic Fund Transfer or Real Time Gross
Settlement or UPI or IMPS or by such other mode and subject to such conditions and restrictions as
may be prescribed, shall be credited to the electronic cash ledger of such person to be maintained
in such manner as may be prescribed. Over the Counter payment (OTC) through authorised banks
for deposits up to 10,000 rupees per challan per tax period, by cash, cheque or demand draft. This
amount restriction is not applicable to remittances by

o Government Departments

o Proper Officer or any other Officer recovering outstanding dues or during any investigation or
enforcement activity or ad hoc deposit

o Proper officer or any other officer authorised to recover outstanding dues from any person,
whether registered or not, including recovery made through attachment or sale of movable or
immovable properties;

2. The input tax credit as self-assessed in the return of a registered person shall be credited to his
electronic credit ledger, in accordance with section 41, to be maintained in such manner as may be
prescribed.

3. The amount available in the electroni c cash ledger may be used for making any payment towards
tax, interest, penalty, fees or any other amount payable under the provisions of the Act or the rules
made thereunder in such manner and subject to such conditions and within such time as may be
prescribed.

4, The amount available inthe electronic credit ledger may be used for making any payment towards
output tax under this Act or under the Integrated Goods and Services Tax Act in such manner and
subject to such conditions and within such time as may be prescribed.

5. The amount of input tax credit available in the electronic credit ledger of the registered person
Shall be utilised as follows

15t Preference: Credit of IGST

First towards Qutput IGST
Balance If any, shall be adjusted Towards output CGST or output SGST @ the option of Assessee

Note: First of all ITC of IGST shall be utilised completely and then, ITC of CGST or SGST /UTGST shall
be used.




214 Preference

Credit of CGST | Credit Of SGST
First towards Qutput CGST First towards Qutput SGST
Balance If any, shall be adjusted Towards | Balance If any, shall be adjusted Towards
output IGST (If Exists) output IGST (If Exists)

Note: If there is output IGST and also ITC of CGST and SGST /UTGST, ITC of CGST shall be used first
and only after that ITC of SGST /UTGST shall be used.

6. The balance in the electronic cash ledger or electronic credit ledger after payment of tax, interest,
penalty, fee or any other amount payable under this Act or the rules made thereunder may be
refunded in accordance with the provisions of section 54.

7. All liabilities of a taxable person under this Act shall be recorded and maintained in an electronic
liability register as may be prescribed.

8. Every taxable person shall discharge his tax and other dues under this Act or the rules made
thereunder in the following order, namely:

(a) Self-assessed tax, and other dues related to returns of previous tax periods;
(b) Self-assessed tax, and other dues related to the return of current tax period;

(c) Anyother amount payable underthe Act or the rules made thereunder including the demand
determined under Section 73 or 74.

9. Everypersonwhohas paid the taxon goods and for services under this Act shall, unless the contrary
is proved by him, be deemed to have passed on the full incidence of such taxto the recipient of such
goods or services or both.

Explanation- For the purposes of this section,

(a) The date of credit to the account of the Government in the authorised bank shall be deemed
to be the date of deposit in the electronic cash ledger;

(b) The expression “tax dues” means the tax payable under this Act and does not include interest,
fee and penalty; and “other dues” means interest, penalty, fee or any other amount payable
under this Act or the rules made thereunder.

What are E-Ledgers/register

Electronic Ledgers or E-Ledgers are statements of cash and inputtax credit in respect of each registered
taxpayer. In addition, each taxpayer shall also have an electronic tax liability register.

Rule 87 Electronic Cash Ledger

1. The electronic cash ledger shall be maintained in FORM GST PMT-05 for each person, liable to
pay tax, interest, penalty, late fee or any other amount, on the common portal for crediting the
amount deposited and debiting the payment therefrom towards tax, interest, penalty, fee or any
other amount.

2. Any person shall generate a challan in FORM GST PMT-06 on the common portal and enter the
details of the amountto be deposited by him towards tax, interest, penalty, fees orany other amount

3. The deposit shall be made through any of the following modes, namely:—

m Goods and Service Tax @




(a) Internet Banking through authorised banks;
(b) Credit card or Debit card through the authorised bank;
(c) National Electronic Fund Transfer or Real Time Gross Settlement from any bank; or

(d) Overthe Counter payment through authorised banks for deposits up to ten thousand rupees
per challan per tax period, by cash, cheque or demand draft

Payment by Challan
o What is CPIN, CIN, BRN and E-FPB?

CPIN: stands for Common Portal Identification Number. It is created for every Challan successfully
generated by the taxpayer. It is a 14-digit unique number to identify the challan. CPIN remains valid
for aperiod of 15 days.

CIN or Challan Identification Number is generated by the banks, once payment in lieu of a
generated Challan is successful. It is a 17-digit number that is 14-digit CPIN plus 3-digit Bank Code.

CIN is generated by the authorised banks/Reserve Bank of India (RBI) when payment is actually
received by such authorised banks or RBI and credited in the relevant Government account held
with them. It is an indication that the payment has been realised and credited to the appropriate
Government account. CIN is communicated by the authorised bank to the taxpayer as well as to
GSTN.

BRN or Bank Reference Number is the transaction number given by the bank for a payment
against a Challan

E-FPB stands for Electronic Focal Point Branch. These are branches of authorised banks which
are authorised to collect payment of GST. Each authorised bank will nominate only one branch as
its E-FPB for PAN India transaction.

The E-FPB will have to open accounts under each major head for all governments. Any amount
received by such E-FPB towards GST will be credited to the appropriate account held by such
E-FPB. For NEFT /RTGS Transactions, RBI will act as E-FPB

o Are manual Challans applicable as allowed earlier under the VAT regimes?

Manual or physical Challans are not allowed under the GST regime. It is mandatory to generate
Challans online on the GST Portal.

o How many types of Challans are prescribed for various taxes and payments to be paid under the
GST regime?

There is single Challan prescribed for all taxes, fees, penalty, interest, and other payments to be
made under the GST regime.

o E-challanvalidity is for 15 days. The commission for making payment through e-challan has to be
borne by the person making the payment.

o Any unregistered person has to make payment on the basis of a temporary identification number
generated through a common portal.

o Where the payment is made by way of National Electronic Fund Transfer or Real Time Gross
Settlement mode from any bank, the mandate form shall be generated along with the challan on the
common portal and the same shall be submitted to the bank from where the payment is to be made.

o Onsuccessful credit of amount in the concerned (Central /State) Government Account maintained
in the authorised bank, a Challan Identification Number (CIN) will be generated by the collecting
bank which will be indicated in the challan
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o The ‘deposit’ made by one of the modes and in the prescribed manner will be credited to the
Electronic Cash Ledger ofthe taxable person and the common portal will generate a receipt to this
effect.

a IfCIN is not generated even after making payment and submission of mandate form or when after
generation, it has not reflected in the common portal, the person making the deposit or the person
onwhose behalfthe deposit has been made, can make a representation in prescribed form through
the common portal or e-gateway through which the payment has been made.

o Where the bank fails to communicate details of Challan Identification Number to the common
portal, the Electronic Cash Ledger may be updated on the basis of e-Scroll of the RBI in cases
where the details of the said e-Scroll are in conformity with the details in challan generated in
Form GST PMT-06 on the common portal.

Electronic Cash Ledger

Liability Payment Cash Receipt
o Tax o Online Payments or Over the counter payments
o I[nterest o TDS
o Penalty a TCS
o Fee
o Other Amount

Major and Minor Heads of Payment

Minor Heads

Major Heads ( Each major head have following minor head)
o IGST ;L age
3~
a SGST/UTGST g e
a Cess o Other Amount

Note: Cross utilisation of funds across major or minor heads is Allowed.

The amount available in the electronic cash ledger can be utilised for payment of any liability for the
major and minor heads.
For instance, if the registered person has made a deposit of tax erroneously i.e. by virtue of human
error, under a particular head instead of a specific head, the same can be transferred to the respective
intended head vide Form GST PMT-09.
This Form can be used either for
(a) transferof erroneous deposits under any minor head of a majorhead to any other minor
head of same or other major heads or
(b) foranyoftheamounts alreadylying unutilised underany of the minor heads in Electronic
Cash ledger

Transfer of E-cash Ledger Balance to E-cash Ledger of Deemed Distinct Person — Sec 49(10)

Sec 49(10) read with Rule 87(14) have been amended w.e.f. 5th July 2022 to provide that a registered
person may, transfer any amount of tax, interest, penalty, fee or any other amount available in his
E-cash ledger to E-cash ledger of Deemed distinct person as per Sec 25. (registered branch in another
state or same state if opted for separate GSTIN).
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The above transfer can be done through Form GST PMT-09 on the common portal.

However, no such transfer shall be allowed if the said registered person has any unpaid liability in his

E-liability ledger.

Rule 85 Electronic Liability Register

1. The electronic liability register shall be maintained in FORM GST PMT-01 for each person liable
to pay tax, interest, penalty, late fee or any other amount on the common portal and all amounts
payable by him shall be debited to the said register.

2. The electronic liability register of the person shall be debited by—

(@) the amount payable towards tax, interest, late fee or any other amount payable as per the
return furnished by the said person;

(b) any amount of interest that may accrue from time to time.

3. Payment of every liability by a registered person as per his return shall be made by debiting the
electronic credit ledger or the electronic cash ledger and the electronic liability register shall be
credited accordingly.

4. The amount payable on reverse charge basis, or the amount payable under composition scheme,
any amount payable towards interest, penalty, fee or any other amount under the Act shall be
paid by debiting the electronic cash ledger and the electronic liability register shall be credited
accordingly.

Electronic Liability Ledger

Debit (Due) | Credit (Paid) |
o All amounts payable towards tax, interest, late fee |o Electronic cash ledger for any amount
and any other amount as per return filed; payable under GST

o All amounts payable towards tax, interest, penalty | o Electronic credit ledger for Tax payable
and any other amount determined in a proceeding under GST
by an Assessing authority or as ascertained by the
taxable person;

o The amount of tax and interest payable.

o Any interest amount that may accrue from time to
time.

Electronic Credit Ledger Rule 86

1. The electronic credit ledger shall be maintained in FORM GST PMT-02 for each registered person
eligible for input tax credit under the Act on the common portal and every claim of input tax credit
under the Act shall be credited to the said ledger.

2. The electronic credit ledger shall be debited to the extent of discharge of any liability
. ITC cannot be utilised for tax payable under reverse charge mechanism.

4. where a registered person has claimed refund of any tax that has been paid wrongly or in excess
through electronic credit ledger, the said refund, if found admissible, will be credited to the
electronic credit ledger.

Common Points for Electronic Cash & Credit Ledger

1. Where a person has claimed a refund of any amount from the electronic cash or credit ledger, the
said amount shall be debited to the electronic cash or credit ledger.

L

2. Ifthe refund so claimed is rejected, either fully or partly, the amount debited earlier, to the extent of
rejection, shall be credited to the electronic cash or credit ledger by the proper officer by an order
made in prescribed form.
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Interest on delayed payment of tax Section 50

1. Every person who is liable to pay tax fails to pay the tax or any part thereof to the Government
within the period prescribed, shall for the period for which the tax or any part thereof remains
unpaid, pay, on his own, interest @ 18% per annum for the period of delay.

Provided that the interest on tax payable in respect of supplies made during a tax period and
declared in the return for the said period furnished after the due date in accordance with the
provisions of section 39, shall be levied on that portion of the tax that is paid by debiting the
electronic cash ledger. (i.e. after claiming ITC).

However, where such return is furnished after commencement of any proceedings under section
73 or section 74 in respect of the said period, then interest is collected on output tax liability (i.e.
before claiming ITC)

2. The interest under sub-section (1) shall be calculated, in such manner as may be prescribed, from
the day succeeding the day on which such tax was due to be paid.

3. Where the input tax credit has been wrongly availed and utilised, the registered person shall pay
interest on such input tax credit wrongly availed and utilised, at such rate not exceeding 24% as
may be notified by the Government (18% notified), on the recommendations of the Council, and
the interest shall be calculated, in such manner as may be prescribed.

Example 1

Mr. Alok, a registered supplier of taxable goods, filed GSTR 3B for the month of January, 2023 on 15
April, 2023. The prescribed due date to file the said GSTR3B was 20™ February, 2023. The amount
of net GST payable, in Cash i.e. Electronic Cash Ledger on supplies made by him for the said month
worked out to be 36,500 which was paid on 15% April, 2023,

Briefly explainthe related provisions and compute the amount of interest payable under the CGST Act,
2017 by Mr. Alok. Ignore the effect of leap year, if applicable in this case.

Answer

Interest is payable in case of delayed payment of tax @ 18% per annum from the date following the
due date of payment to the actual date of payment of tax

Thus, the amount of interest payable by Mr. Alok is as under:
Period of delay = 215 February, 2023 to 15 April, 2023 = 54 days.
Hence, amount of interest =336,500 x 18% x 54/365 =3972

Example 2

ABC Ltd., have filed their GSTR3B for the month of July, 2023 within the due date prescribed under
Section 391i.e. 20.08.2023. Post filing of the return, the registered person has noticed during September
2023 that tax dues for the month of July, 2023 have been short paid for ¥40,000. ABC Ltd., has paid
the above shortfall of 40,000, through GSTR3B of September 2023, filed on 20.10.2023 [payment
through Cash ledger- 330,000 and Credit ledger ¥10,000]. Examine the Interest payable under the
CGST Act, 2017.

What would be your answer if, GSTR-3B for the month of July 2023 has been filed belatedly on
20.10.2021 and the self-assessed tax of ¥40,000/- has been paid on 20.10.2023 [payment through
electronic cash ledger - ¥30,000 and electronic credit ledger ¥10,000]

Notes:

(a) There exists adequate balance in Electronic Cash & Credit ledger as on 31.07.2021 for
the above short fall

(b) No other supply has been made nor tax payable for the month of July, 2021 other than
340,000/- missed out to be paid on forward charge basis

(¢) Ignore the effect of leap year, if applicable in this case.
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Answer

Interest is payable under Section 50 of the CGST Act, 2017 in case of delayed payment of tax @ 18%
per annum from the date following the due date of payment to the actual date of payment of tax.
Asper proviso to sub-section (1) of Section 50, interest is payable on the net tax liability paid in cash,
only if the return to be filed for a tax period under Section 39, has been filed after the due date to
furnish such return.

In the above scenario, ABC Ltd., has defaulted in making the payment for ¥40,000 on self-assessment
basis in the return for the month of July, 2023. Accordingly, interest is payable on the gross liability
and proviso of sub-section 50(1) shall not be applicable.

Thus, the amount of interest payable by ABC Ltd., is as under:

Period of delay = 21°F August, 2023 to 20™ October, 2023 = 61 days.

Hence, amount of interest =340,000 x 18% x 61 /365 =31,203

Alternatively, if ABC Ltd., have filed the return for the month of July, 2023 on 20.10.2023, beyond
the stipulated due date of 20.08.2023 and if the self-assessed tax for July, 2023 has been paid on
20.10.2023, Interest underproviso to Section 50(1) shall be payable onthe tax paid through Electronic
Cash Ledger only.

Hence Interest is payable from 215t August 2023 till 20 October 2023 = 61 days

Amount of Interest =¥30,000 x 18% x 61/365=3902

Transfer of Input Tax Credit [Section 53 of Cgst Act & Section 18 of IGST Act]

[fthe amount of CGST is utilised towards dues of IGST then, interms of section 53 ofthe CGST Act, there
shall be reduction in the amount of CGST, equal to the credit so utilized, and the Central Government
shall transfer such amount equivalent to the amount so reduced in CGST account to the IGST account.

Similarly, if the amount of IGST is utilised towards dues of CGST /UTGST then, in terms of section 18
of the IGST Act, there shall be reduction in the amount of IGST, equal to the credit so utilized, and the
Central Government shall transfer such amount equivalent to the amount so reduced in IGST account
to the CGST /UTGST account.

However, if the amount of 1GST is utilised towards dues of SGST then, in terms of section 18 of the
IGST Act, there shall be reduction in the amount of IGST, equal to the credit so utilized, and will be
apportioned to the ‘appropriate State’ Government and the Central Government shall transfer the
amount so apportioned to the account of the respective State Government. Here, “appropriate State”
in relation to a taxable person, means the State or Union territory where taxable person is registered
or is liable to be registered under the provisions of the Central Goods and Services Tax Act.

Payment of Tax




QUESTION BANK

1. How many types of electronic ledger are there?

Sol. (a) Electronic cash ledger
(b) Electronic credit ledger

(c) Electronic liability register
2. What are the main features of the GST payment process?

Sol. The payment processes under GST Act(s) have the following features:

o Electronically generated challan from GSTN Common Portal in all modes of payment and no
use of manually prepared challan;

o Facilitation for the taxpayer by providing hassle free, anytime, anywhere mode of payment
of tax;

Convenience of making payment online;

Logical tax collection data in electronic format;

Faster remittance of tax revenue to the Government Account;
Paperless transactions;

Speedy Accounting and reporting;

Electronic reconciliation of all receipts;

Simplified procedure for bank

¢ 0 ¢ ¢ 0 ¢ 0 0

Warehousing of challan
3. What is a CPIN?

Sol. CPIN stands for Common Portal Identification Number (CPIN) given at the time of generation of
challan. It is a 14-digit unique number to identify the challan. As stated above, the CPIN remains
valid for a period of 15 days.

4, What is a CIN and what is its relevance?

Sol. CIN stands for Challan Identification Number. CIN is generated by the authorized banks /Reserve
Bank of India (RBI) when payment is actually received by such authorized banks or RBI and
credited in the relevant government account held with them. It is an indication that the payment
has been realized and credited to the appropriate government account. CIN is communicated by
the authorized bank to the taxpayer as well as to GSTN.

5. What is an E-FPB?

Sol. E-FPB stands for Electronic Focal Point Branch. These are branches of authorized banks which
are authorized to collect payment of GST. Each authorized bank will nominate only one branch
as its E-FPB for pan India Transactions. The E-FPB will have to open accounts under each major
head for all governments. Total 38 accounts (one each for CGST, IGST and one each for SGST for
each State/UT Govt.) will have to be opened. Any amount received by such E-FPB towards GST
will be credited to the appropriate account held by such EFPB. For NEFT /RTGS Transactions, RBI
will act as E-FPB.

6. Statethe name of outputtax under GST, where any of the input tax credit under GST can be availed?

Sol. IGST. IGST, CGST, SGST, UTGST ie. all input tax credit can be availed against output tax liability
known as IGST.
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7. You are required to determine the time of supply of the readymade garments supplied by Gupta

& Sons to Mohini elaborating the relevant provisions under the GST Law.
Sol. Asper section 50 of the CGST Act, 2017, interest is payable in the following cases:
o failure to pay tax, in full or in part within the prescribed period,
o undue or excess claim of input tax credit,
o undue or excess reduction in output tax liability.
The maximum rate of interest chargeable for the same is as under-
() 18%p.a. in case of failure to pay full /part tax within the prescribed period.
(if) 24%p.a. in case of undue or excess claim of input tax credit or undue or excess reduction in
output tax liability. However Notified rate is 18% p.a.

8. Sangam Ltd., obtains registration for paying taxes under section 9 of CGST Act. He asked his
tax manager to pay taxes on a quarterly basis. However, Sangam Ltd.'s tax manager advised the
Company to pay taxes on a monthly basis. You are required to examine the validity of the advice
given by the tax manager?

Sol. The advice given by the tax manager is valid in law. Payment of taxes by the normal tax payer is
to be done on a monthly basis by the 20 of the succeeding month. Cash payments will be first
deposited in the Cash Ledger and the taxpayer shall debit the ledger while making payment in
the monthly returns and shall reflect the relevant debit entry number in his return. However,
payment can also be debited from the Credit Ledger. Payment of taxes for the month of March
shall be paid by the 20 of April. Composition tax payers will need to pay tax on a quarterly basis.

9. How does the new payment system benefit the taxpayer & the Commercial Tax Department?
Sol. The new paymentsystem benefits the taxpayer and the commercial tax department inthe following
ways:
Benefits to Taxpayer:
o No more queues and waiting for making payments as payments can be made online 24 x 7.

o Electronically generated challan from GSTN common portal in all modes of payment and no
use of manually prepared challan. Paperless transactions.

Instant online receipts for payments made online.

Tax consultants can make payments on behalf of the clients.

Single challan form to be created online, replacing the three or four copy Challan.
Greater transparency.

Benefits to the Commercial Tax Department:

¢ ¢ ¢ 0

Revenue will come earlier into the Government Treasury as compared to the old system.
Logical tax collection data in electronic format.

Speedy accounting and reporting.

Electronic reconciliation of all receipts.

o Warehousing of digital challan.

¢ ¢ 0 0

10. Sahil is a supplier of taxable goods in Karnataka. He got registered under GST in the month of
September, 20XX and wishes to pay his IGST liability for the month. Since he’s making the GST
payment for the first time, he is of the view that he needs to mandatorily have the online banking
facility to make payment of GST; offline payment is not permitted under GST. You are required to
apprise Sahil regarding the various modes of deposit in the electronic cash ledger. Further, advise
him with regard to following issues:

Payment of Tax




Sol.

11.

Sol.

12.
Sol.

13.
Sol.

14.

Sol.
15.
Sol.

(a) Are manual challans allowed under GST?

(b) What is the validity period of the challan?

(c) Iscross utilization among Major and Minor heads of the electronic cash ledger permitted?

Section 49(1) of CGST Act, 2017 read with rule 87 of CGST Rules, 2017 provides that the deposit

in electronic cash ledger can be made through any of the following modes, namely:

(a) Internet Banking through authorised banks;

(b) Credit card or Debit card through the authorised bank;

(c) National Electronic Fund Transfer or Real Time Gross Settlement from any bank; or (iv) Over
the Counter payment through authorised banks.

Thus, offline mode is also permitted under GST.

(@) Manual or physical Challans are not allowed under the GST regime. It is mandatory to
generate Challans online on the GST Portal.

(b) E-challan is valid for a period of 15 days.

(c) Amount entered under any Minor head (Tax, Interest, Penalty, etc.) and Major Head (CGST,
IGST, SGST /JUTGST) of the Electronic Cash Ledger can be utilised for payment of any other
amount. Hence cross utilisation is allowed.

ABC limited filed the return for GST under section 39(1) for the month of November on 20,
December showing self-assessed tax of ¥2,50,000 which was not paid.
Explain what are the implications for ABC limited as per relevant provisions?

As per section 2{117) of CGST Act, “valid return” means a return furnished under sub-section
(1) of section 39 on which self-assessed tax has been paid in full.

Hence, in such a case, the return is not considered as a valid return and also input tax credit will
not be allowed to the recipient of supplies.

Can one use input tax credit for payment of interest, penalty, and payment under reverse charge?

No, asper Section 49 (4) of the CGST Act, 2017 the amount available in the electronic creditledger
may be used for making any payment towards ‘output tax.

AsperSection 2 (82) ofthe CGST Act, 2017, output tax means, the CGST/SGST chargeable under
this Act on taxable supply of goods and /or services made by him or by his agent and excludes tax
payable by him on reverse charge basis. Therefore, input tax credit cannot be used for payment
of interest, penalty, and payment under reverse charge.

What happens if the taxable person files the return but does not make payment of tax?

In such cases, the return is not considered as a valid return. Section 2(117) defines a valid return
to mean a return furnished under sub-section (1) of section 39 on which self-assessed tax has
been paid in full. It is only the valid return that would be used for allowing input tax credit (ITC)
to the recipient. In other words, unless the supplier has paid the entire self-assessed tax and filed
his return and the recipient has filed his return, the ITC of the recipient would not be confirmed.

Which date is considered as the date of deposit of the tax dues - Date of presentation of cheque
or Date of payment or Date of credit of amount in the account of government?

It is the date of credit to the Government account.
What is a Cash Ledger?

The cash ledger will reflect all deposits made incash,and TDS/TCS made on account of the taxpayer.
The information will be reflected on a real time basis. This ledger can be used for making any
payment on account of GST.
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Sol.

17.
Sol.

18.
Sol.

19.

Sol.

20.

Sol.

Z1.

Sol.

22,
Sol.

Payment of Tax

. What is an ITC Ledger?

Input Tax Credit as self-assessed in monthly returns will be reflected inthe ITC Ledger. The credit
in this ledger can be used to make payment of TAX ONLY and no other amounts such as interest,
penalty, fees etc.

What is the linkage between GSTN and the authorised Banks?

There will be real time two-way linkage between the GSTN and the Core Banking Solution (CBS)
of the Bank. CPIN is automatically routed to the Bank via electronic string for verification and
receiving payment and a challan identification number (CIN) is automatically sent by the Bank
to the Common Portal confirming payment receipt. No manual intervention will be involved in
the process by anyone including bank cashier or teller or the taxpayer.

Is there a validity period of challan?

Yes, a challan will be valid for fifteen days after its generation and thereafter it will be purged
from the System. However, the taxpayer can generate another challan at his convenience.

What is the sequence of payment of tax where that taxpayer has liabilities for previous months
also?

Section 49(8) prescribes an order of payment where the taxpayer has tax liability beyond the
current returnperiod. In such a situation, the order of payment to be followed is: First self-assessed
tax and other dues for the previous period; thereafter self-assessed tax and other dues for the
current period; and thereafter any other amounts payable including any confirmed demands
under section 73 or 74. This sequence has to be mandatorily followed.

What should be done in case the registered person notices some discrepancies in his electronic
cash ledger?

Aregistered person shall, upon noticing any discrepancy in his electronic cash ledger, communicate
the same to the officer exercising jurisdiction in the matter, through the Common Portal in FORM
GST PMT-04.

To whom the restriction of deposits up to ¥10,000/- per challan per tax period, by cash, cheque
or demand draft is not applicable?

The restriction of deposits up toX10,000/- perchallan per tax period, by cash, cheque ordemand

draft is not applicable to the deposit made by:

(a) Government Departments or any other deposit to be made by persons as may be notified by
the Commissioner in this behalf;

(b) Proper officer or any other officer authorised to recover outstanding dues from any person,
whether registered or not, including recovery made through attachment or sale of movable
or immovable properties;

(c) Proper officer or any other officer authorised for the amounts collected by way of cash or
cheque,demand draft during any investigation or enforcement activity or any ad hoc deposit:

What is the manner /order of utilisation of input tax credit?

The manner/order of utilisation of input tax credit is as follows:

o IGST credit should first be utilised towards payment of IGST.

o Remaining IGST credit, if any, can be utilised towards payment of CGST and SGST /UTGST in
any order and in any proportion.

o Entire ITC of IGST should be fully utilised before utilising the ITC of CGST or SGST /UTGST.
o ITC of CGST should be utilised for payment of CGST and IGST in that order.
o ITC of SGST/UTGST should be utilised for payment of SGST /UTGST and IGST in that order.

However, ITC of SGST/UTGST should be utilised for payment of IGST, only after ITC of CGST
has been utilised fully.




23. Wheretax is paid at 11:00 PM. on 20™ October 2020 and filed returns on the same day:. If for any
reason the amount is credited to the account of the appropriate Government on 21%* QOctober
2020, will it amount to default? (without considering actual extension dates)

Sol. The date of credit to the account of the appropriate Government in the authorised bank shall be
deemed to be the date of deposit in the electronic cash ledger. Therefore, in this case the date of
payment/deposit of tax shall be 215t October 2017, which means a delay of one day in payment
of tax.

24. M/s. Daksha Enterprises has made a cash deposit of ¥10,000 under minor head ‘tax’ of major
head ‘SGST". It has a liability of ¥2,000 for minor head “Interest” under the major head “SGST".
State whether M/s. Daksha Enterprises can utilise the amount available for payment of interest.

Sol. The cash available in any minor head of a major head can be utilised for any other minor head of
the same major head.

Therefore, in the given case, the amount of ¥10,000 available under minor head ‘tax’ of major
head ‘SGST' can be utilised for payment of liability of ¥2,000 under minor head ‘interest’ of the
same major head.

25. Mr.RamNarayan, aregistered supplierunderGST, wantsto firstdischargehis self-assessed taxliability
forthe current period before settling the dues for the previous tax period. Examine briefly whether
he can do so?

Sol. Asper section 49(8) of the CGST Act, 2017, the liability of a taxable person has to be discharged
in a chronological order as under:
(a) self-assessed tax and other dues for the previous tax periods have to be discharged first;
(b) the self-assessed tax and other dues for the current period have to be discharged next;

(c) Once these two steps are exhausted, thereafter any other amount payable including demand
determined under section 73 or section 74 of the CGST Act, 2017 to be discharged. In other
words, the liability if any, arising out of demand notice and adjudication proceedings comes
last. This sequence has to be mandatorily followed.

Thus, in view of the above-mentioned provisions, Mr. Ram Narayan cannot discharge his self-
assessed tax liability for the current period before settling the dues for the previous tax period.

26. R Ltd,, a registered supplier in Mumbai (Maharashtra), has supplied goods to Sahil Traders and
Jaggi Motors Ltd. located in Ahmedabad (Gujarat) and Pune (Maharashtra) respectively. Raman
Ltd. has furnished the following details for the current month:

S.No. Particulars Sahil Trad )
(1) | Price of the goods (excluding GST) 20,000 - 15,000
(if) | Packing charges 600
(iif) | Commission 400
(iv) | Weighment charges 1,000
(v) | Discount for prompt payment 500
(recorded in the invoice)

Items given in points (ii) to (v) have not been considered while arriving at the price of the goods
given in point (i) above.
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Compute the GST liability [CGST & SGST or IGST, as the case may be] of Raman Ltd. for the given
month. Assume the rates of taxes to be as under:

_ Particulars | Rate of Tax
Central tax (CGST) 9%
State Tax (SGST) 9%
Integrated tax (IGST) 18%

Make suitable assumptions, wherever necessary.

Note: The supply made to Sahil Traders is an inter-State supply.
Sol. Computation of GST liability

Particulars Sahil Traders () Jaggi motors Ltd. )
(1) Price of goods [ 20,000 1 15,000
(if) | Add: Packing charges (Note-1) 600
(iif) | Add: Commission (Note-1) 400
(iv) |Add: Weighment charges (Note-1) — 1,000
(v) | Less: Discount for prompt
payment { Note-2) Value of taxable supply — 500
21,000 15,500
IGST payable @ 18% (Note-3) 3,780
CGST payable @ 9% (Note-4) 1,395
SGST payable @ 9% (Note-4) 1,395

Notes:

(@) Incidental expenses, including commission and packing, charged by supplier to recipient of
supply is includible in the value of supply. Weighment charges are also incidental expenses,
hence includible in the value of supply [Section 15 of the CGST Act, 2017].

(b) Since discount is known at the time of supply, it is deductible from the value in terms of
section 15 of the CGST Act, 2017.

(¢) Sincesupply madetoSahil Traders is aninter-State supply, IGST ispayable in terms of section
5 of the IGST Act, 2017.

(d) Since supply made to Jaggi Motors Ltd. is an intra-State supply, CGST & SGST is payable on
the same.

27. (i) Tirupati Traders, a registered supplier of goods, pays GST [CGST & SGST or IGST, as the case
may be] under a regular scheme. It has furnished the following particulars for a tax period:

Particulars

Value of intra-State supply of goods

Value of intra-State purchase of goods

Payment of Tax




Note:

(1) Rates of CGST, SGST and IGST are 9%, 9% and 18% respectively.

(if) Both inward and outward supplies are exclusive of taxes, wherever applicable.

(iif) All the conditions necessary for availing the input tax credit have been fulfilled.

Compute the net GST payable by Tirupati Traders during the given tax period assuming thatthere

is no opening balance of input tax credit (ITC). Make suitable assumptions wherever required.
(if) Govind, a registered supplier, is engaged in providing services in the neighbouring States

from his registered office located in Mumbai He has furnished the following details in

respect of the inward and outward supplies made during a tax period:

Particulars (£8)
Inter-State supply of services 1,80,000
Receipt of goods and services within the State 1,00,000

Assume the rates of taxes to be as under:

Particulars
CGST 9%
SGST 9%
IGST 18%

Note:
(i) Both inward and outward supplies are exclusive of taxes, wherever applicable.

(if) All the conditions necessary for availing the input tax credit have been fulfilled. Compute
the net GST payable by Govind during the given tax period. Make suitable assumptions
if required.

Sol. (i) Computation of Net GST payable

Particulars | CGST R)  SGST ()
GST payable on intra-State supply of goods 1,080 1,080

[Being an intra-State supply, CGST and SGST is

bayable on the samel (X12,000 x 9%) | X12,000 x 9%)

Less: Input tax credit (ITC) on intra-State purchase 900 900

of goods

[CGST and SGST paid on the intra-State purchases (10,000 x 9%]) | (X10,000 x 9%)
of goods]

Net GST payable 180 180

(if) Computation of net GST payable by Govind

Particulars

IGST @ 18% payable on inter-State supply of services [Being an inter- 32 400
State supply, IGST is payable on the same in terms of section 5 of the 4
IGST Act, 2017] [1,80,000 x 18%]

Goods and Service Tax @




Particulars

Less: ITC of CGST @ 9% paid on intra-State receipt of goods and 5.000

services =

[Cross utilisation of CGST towards IGST] [1,00,000 x 9%]

Less: ITC of SGST @ 9% paid on intra-State receipt of goods and 9,000

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

[Cross utilisation of SGST towards IGST] :

Net GST payable in cash kit
Note:

1. CGST shall first be utilised towards payment of CGST and the amount remaining, if any, be
utilised towards the payment of IGST [Section 49 of the CGST Act, 2017].

2. SGST shall first be utilised towards payment of SGST and the amount remaining, if any, may
be utilised towards the payment of IGST [Section 49 of the CGST Act, 2017].

28. Royal Sweet Co., Delhi, a registered supplier, has furnished the details of the following few
transactions which took place in November, 20XX:

S. No. Date Particulars Date of Amount

Invoice ®)
() [11.11.20XX | Payment made to an advocate in Delhi 07.07.20XX | 1,25,000

(f) |20.11.20XX | Paid sitting fee to Director from Haryana for
meeting hélc_l in Delhi on 15.10.20XX [Inter- | 15.10.20XX 75,000
State supply]

Assume the rates of taxes to be as under:

Particulars
CGST 9%
SGST 9%
IGST 18%

You are required to compute GST [CGST & SGST /IGST, as the case may be] payable for the month
of November, 20XX along with time of supply of the aforementioned activities.

Sol. Computation of GST payable for the month of November, 20XX
S.No. Particulars TimeofSupply of services CGST SGST () IGST Interest

) 6] )
(i) |Services from an 06.09.20XX 244
advocate in Delhi [Note-1 and 3] L1250 | TL250 [Note-4]
(if) |Director’s Sitting 20.11.20XX
fee [Note-2 and 3] - - 15500
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Notes:

1. Services supplied by an individual advocate to any business entity located in the taxable
territory is a notified service on which tax is payable on reverse charge basis by the recipient
of services.

2. Services supplied by a director of a company to the said company is a notified service on
which tax is payable on reverse charge basis by the recipient of services.

3. As per section 13 of the CGST Act, 2017, the time of supply of services in case of reverse
charge is earliest of the following:

(a) Date of payment as entered in the books of account of the recipient or the date on which
the payment is debited to his bank account, whichever is earlier, or

(b) Date immediately following 60 days since the date of issue of invoice.

Provisions of time of supply as provided under section 13 of the CGST Act are also applicable

for inter-State supply vide section 20 of the IGST Act.

In view of the aforesaid provisions, the time of supply and due date for payment of tax in the

given cases would be determined as under:

(1) Time of supply of the services is the date immediately following 60 days since the date
of issue of invoice, i.e. 06.09.20XX. The due date for payment of tax is 20.10.20XX with
return of September, 20XX.

(if) Time of supply of service is 20.11.20XX and due date for payment of tax is 20.12.20XX
with the return of December, 20XX.

4. The due date for payment of tax in case (i) is 20.10.20XX with return of September, 20XX.
However, the payment of tax is actually made on 11.11.20XX. Thus, payment of tax is delayed
by 22 days.

In case of delayed payment of tax, interest @ 18% per annum is payable for the period for

which the tax remains unpaid starting from the day succeeding the day on which such tax

was due to be paid [Section 50 of the CGST Act, 2017 read with Notification No. 13/2017

CT dated 28.06.2017]. In view of the same, in the given case, interest payable would be as

follows:

Amount of interest payable = 322,500 x 18% x 22 /365 = Y244 (rounded off).

29. M/s. ShriDurga Corporation Pvt. Ltd. is a supplier of goods and services at Kolkata. It has furnished
the following information for the month of February, 20XX:

Particulars Amount (%)

(1) |Intra-State sale of taxable goods including ¥1,00,000 received as 4,00,000
advance in January, 20XX, the invoice for the entire sale value is issued
on 15" February, 20XX

(if) |Goods purchased from unregistered dealer on 20™ February, 20XX 1,00,000
(Inter-State purchases are worth ¥30,000 and balance purchases are
intra-State)

(iif) | Services provided by way of labour contracts for repairing a single 1,00,000
residential unit otherwise than as a part of residential complex (It is
an intra-State transaction)
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Particulars Amount (%)

(iv) |Goods transport services received from a GTA. GTA is paying tax @12% 2,00,000
(It is an inter-State transaction)

Compute net GST liability (CGST, SGST or IGST, as the case may be) of M /s Shri Durga Corporation
Pvt. Ltd. for the month of February, 20XX.
Assume the rates of GST, unless otherwise specified, as under:

CGST 9%
SGST 9%
1GST 18%
Note:
(i) TheturnoverofM/s. ShriDurga Corporation Pvt. Ltd. was ¥2.5 crore inthe previous financial
year.

(if) All the amounts given above are exclusive of taxes.
Sol. Computation of GST liability of M/s. Shri Durga Corporation Pvt. Ltd. for the month of February,

20XX
Particulars
Intra-State sale of taxable goods [Note-1] 4,00,000 36,000 36,000
Goods purchased from unregistered dealer on 20™ Nil Nil Nil

February, 20XX [Note-2]

Services rendered by way of labour contracts for |1,00,000 9,000 9,000
repairing a single residential unit otherwise than
as a part of residential complex [Note-3]

Goods transport services received from GTA |2,00,000
[Note-4]

Total GST liability for the month of February, 20X | 45,000 | 45,000 Nil

Less: Input tax credit available [Note-5] (X2,00,000 | 24,000
x 12%)
Net GST liability for the month of February, 20XX 21,000 | 45,000 Nil

Nil

Notes:

1. Section 12 of CGST Act, 2017 read with Notification No. 66/2017 CT dated 15.11.2017
provides that the time of supply for all suppliers of goods (excluding composition suppliers)
is the time of issue of invoice, without any turnover limit. Thus, liability to pay tax on the
advance received in January, 20XX will also arise in the month of February, when the invoice
for the supply is issued.

2. Allintra-Stateand inter-Stateprocurements made by aregistered personfromanunregistered
person have been exempted from reverse charge liability, without any upper limit for daily
procurements up to 30.06.2018. [Notification No. 8/2017 CT (R) dated 28.06.2017 as
amended and Notification No. 32/2017 IT(R) dated 13.10.2017 as amended|]
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3. Services by way of pure labour contracts of construction, erection, commissioning, or
installation of original works pertaining to a single residential unit otherwise than as a part
of a residential complex are exempt vide Notification No. 12 /2017 CT(R) dated 28.06.2017.
Labour contracts for repairing are thus taxable.

4. As per Notification No. 13/2017 CT(R) dated 28.06.2017, GST is payable by the recipient
on reverse charge basis on the receipt of services of transportation of goods by road from
a goods transport agency (GTA) provided such GTA has not paid GST @ 12%. Since in the
given case, services have been received from a GTAwho has paid GST @ 12%, reverse charge
provisions will not be applicable.

Input tax credit is available for the services received from GTA. The input tax credit of IGST shall
be used against IGST and then against CGST and SGST in any order of any proportion.

30. Kamal Book Depot, a wholesaler of stationery items, registered in Mumbai, has received an
order for supply of stationery items worth ¥2,00,000/- on 12% November, 20XX from another
local registered dealer, Mr. Mehta, Mumbai. Kamal Book Depot charged the following additional
expenses from Mr. Mehta:

_ ~ Amount R®)
(1) | Packing charges 5,000
(if) | Freight & Cartage 2,000
(iif) | Transit insurance 1,500
(iv) | Extra designing charges 6,000
(v) | Taxes by Municipal Authority 500

The goods were delivered to Mr. Mehta on 14 November, 20XX. Since Mt Mehta was satisfied
wit the quality of the goods, he made the payment of goods the same day and simultaneously
placed another order on Kamal Book Depot of stationery items amounting to ¥10,00,000 to be
delivered in the month of December, 20XX**. On receipt of the second order, Kamal Book Depot
allowed a discount of ¥20,000 on the first order placed by Mr. Mehta.

Compute the GST liability of Kamal Book Depot for the month of November, 20XX assuming the
rates of GST on the goods supplied as under:

CGST 9% & SGST 9%

Would your Solution be different if expenses (i) to (v) given in above table are already
included in the price of 2,00,0007

Note:
(a) All the amounts given above are exclusive of GST.

(b) Kamal Book Depot and Mr. Mehta are not related persons and price is the sole consideration
of the supply.

Payment and invoice for the second orderwill also be made in the month of December, 20XX only.

Sol. Computation of value of taxable supply and tax liability

Particulas Amount )
| Price of the goods [Note-1] 2,00,000
(1) |Packing charges [Note-2] 5,000

Goods and Service Tax @




(if) | Freight & Cartage [Note-3] 2,000
(iif} | Transit Insurance [Note-3] 1,500
(iv) | Extra Designing charges [Note-4] 6,000
(v) | Taxes by Municipal Authority [Note-5] 500
Value of taxable supply 2,15,000
CGST @ 9% 19,350
SGST @ 9% 19,350
Notes:

1. Aspersection 15(1) of the CGST Act, 2017, the value of a supply is the transaction value i.e.
the price actually paid or payable for the said supply.

2. All incidental expenses including packing charged by the supplier to the recipient are
includible in the value of supply in terms of section 15(2) of the CGST Act, 2017,

3. The given supply is a composite supply involving supply of goods (stationery items) and
services (transit insurance and freight) where the principal supply is the supply of goods.
As per section 8(a) of the CGST Act, 2017, a composite supply is treated as a supply of the
principal supply involved therein and charged to tax accordingly.

4. Any amount charged for anything done by the supplier in respect of the supply of goods or
services or both at the time of, or before delivery of goods or supply of services; is includible
inthe value of supply vide section 15(2) of the CGST Act, 2017. Thus, extra designing charges
are to be included in the value of supply.

5. The taxes by Municipal Authorities are includible in the value of supply in terms of section
15(2) of the CGST Act, 2017.

6. Inthe given case, Mr. Mehta is allowed a discount of 20,000 on the goods supplied to him

in the month of November, 20XX. Since the said goods have already been delivered by Kamal
Book Depot, this discount will be a post-supply discount.

Further, value of supply shall not include any discount which is given after the supply has been
effected, 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

(if) Input tax credit as is attributable to the discount on the basis of a document issued by
the supplier has been reversed by the recipient of the supply [Section 15(3) of the CGST
Act, 2017].

However, in the given case, post-supply discount given to Mr. Mehta will not be allowed as a
deduction from the value of supply since the discount policy was not known before the time
of such supply although the discount can be specifically linked to relevant invoice (invoice
pertaining to stationery items supplied to Mr. Mehta in November, 20XX).

In case the expenses (i) to (v) given in above table are already included inthe price of ¥2,00,000:
Since these expenses are includible in the value of supply by virtue of the reasons mentioned in
explanatory Notes above, no further addition will be required. Resultantly, the value of taxable
supply will be ¥2,00,000 and CGST and SGST will be 18,000 and 18,000 respectively.
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31. Mr. Ekaant,asupplier registered in Delhi, is engaged in the business of sale and purchase of plastic

raincoats. He furnishes the following information pertaining to inward foutward supply made by
him for the month of July, 20XX:

Particulars Amount

Rin lakh)
Value of inter-State outward supply to registered persons 30
Value of intra-State outward supply to registered persons 50
Value of intra-State outward supply to unregistered persons 15
Value of intra-State inward supply from registered persons 10
Value of inter-State inward supply from registered persons 5
Value of intra-State inward supply from unregistered persons 2

Following additional information is also provided by Mr. Ekaant:

Particulars Amount
. Rin lakh)
IGST credit on capital goods purchased in the month of July 55
0.5
CGST/SGST credit on other inward supplies [including credit of 35,000
(CGST and SGST each) on account of membership of a club] (CGST an}?] SGST
' eac
Availed consultancy services from Mr. Sujit, lawyer located in Delhi [Intra- 1

State services]

The amount of ITC brought forward in the month of July, 20XX is as under:
CGST: 32 lakh
SGST: 32 lakh
IGST: 35 lakh

Calculate the net GST liability (CGST and SGST or IGST, as the case may be) to be paid in cash for
the month of July, 20XX by assuming the rates of GST as under:

CGST 9%
SGST 9%
IGST 18%

Notes:
(a) All the amounts given above are exclusive of taxes.
(b) All the conditions necessary for availing the ITC have been fulfilled.

Sol. Computation of net GST liability of Mr. Ekaant

Particulars Value®) CGST(R) SGSTR) IGSTQR)
Total tax liability
Value of intra-State legal consultancy | 1,00,000 9,000 9,000 -

services i.e. inward supplies liable to
reverse charge mechanism (to be paid
in cash) (A) [Note-1]

m Goods and Service Tax @

_




Value of inter-State outward supplies
(B1)

30,00,000

540,000

Value of intra-State outward supplies
to registered as well as unregistered
persons (B2) (X50,00,000+
<15,00,000)

65,00,000

5,85,000

5,85,000

Total (B) = (B1) +(B2)

5,85,000

5,85,000

540,000

Input tax Credit

Brought forward ITC

2,00,000

2,00,000

5,00,000

Value of intra-State inward supplies
from registered person [Note-2]

10,00,000

90,000

90,000

Value of inter-State inward supplies
from registered person [Note-2]

5,00,000 =

90,000

Value of intra-State inward supplies
from unregistered person [Note-3]

2,00,000 =

IGST credit of capital goods [Note-2]

1,50,000

Credit on other inward supplies
purchased in the month of July less

credit on membership of a club [Note-
2 & 4]

45,000

45,000

Credit of legal consultancy services
[Note-2]

9,000

9,000

Total ITC

3,44,000

3,44,000

7,40,000

Set off and Computation of Net GST Liability

Qutput Tax Liability 540000 585000 585000
Less: ITC of IGST (540000) (200000) 0
Less: ITC of CGST (344000)

Less: ITC of SGST (344000)
Liability after set off Nil 41000 241000
RCM liability payable in cash 9000 9000
Net GST liability to be paid in cash Nil 50000 250000

Notes:

1. Services supplied by an individual advocate to any business entity located inthe taxable territory
by way oflegal services, directly or indirectly are taxable under reverse charge mechanism. Thus,
tax is payable by the recipient (Mr. Ekaant) on said services to the Government.

Further, as per section 49(4) of the CGST Act, 2017, the amount available in the electronic
credit ledger [ITC amount] 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.
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2. Every registered person is entitled to take credit of input tax charged on any inward supply of
goods and/or services which are used or intended to be used in the course or furtherance of his
business in terms of section 16 of CGST Act, 2017. Further “input tax” in relation to a registered
person includes the tax payable under reverse charge mechanism in terms of section 2{62) of
the CGST Act, 2017,

3. Intra-State supplies received by a registered person from any unregistered supplier, are exempt
fromthe whole of the central taxleviable thereon under section 9(4) till 30.09.2019 [Notification
No.8/2017 CT (R) dated 28.06.2017]. Since no tax has been paid, so no credit is available.

4. Input tax credit is not allowed in respect of membership of a club in terms of section 17(5)
of CGST Act, 2017.

32. Mr. Bholenath, a registered supplier of goods, pays GST under regular scheme and provides the
following information for the month of January, 20XX:

Particulars £9)
(0 Inter-state taxable supply of goods 10,00,000
(if) |Intra state taxable supply of goods 2,00,000
(iif) | Intrastate purchase of taxable goods 5,00,000

He has the following input tax credit at the beginning of January 2 0XX:

ITC Amountin )

CGST 20,000
SGST 50,000
1GST 25,000

Rate of CGST, SGST and IGST are 9%, 9% and 18% respectively.
Both inward and outward supplies are exclusive of taxes wherever applicable.
All the conditions necessary for availing the ITC have been fulfilled. Compute the net GST payable
by Mr. Bholenath for the month of January, 20XX.

Sol. Computation of net GST payable by Mr. Bholenath for the month of January, 20XX Working of GST
payable on Qutward supplies

Particulars (Ed) GST ()
(1) | Inter-State taxable supply of goods IGST @ 18% on ¥ 10,00,000 18,000 | 1,80,000
(i) | Intra-State taxable supply of goods CGST @ 9% on %2,00,000 18,000 36,000

SGST @ 9% on X2,00,000

Computation of total ITC

Particulars CGST @ 9% R) SGST @9% ) IGST @ 18% (3)
Opening ITC 20,000 30,000 25,000
Add: ITC on Intra-State purchases of 45,000 45,000
taxable goods valuing ¥5,00,000
Total ITC 65,000 75,000 25,000
m Goods and Service Tax @

_



Computation of GST payable from cash ledger

Particulars

IGST @ 18%

CGST @ 9%

®)
18,000

SGST @ 9%
®)

GST payable 1,80,000 18,000
Less: ITC of IGST (25000)

Less: ITC of CGST (47000) (18000)

Less: ITC of SGST (57000) (18000)
Net GST Payable 51000 Nil Nil

33. Mr. Kanhaiya, a supplier of goods, pays GST under a regular scheme. He is not eligible for any
threshold exemption. He has made the following outward taxable supplies in the month of January,
2018:

Particulars

6,00,000
2,00,000

Intra-state supplies of goods

Inter-state supplies of goods

He has also furnished following information in respect of purchases made by him from registered
dealers during January, 2018:

Amount

Particulars

4,00,000
Inter-state purchase of goods 50,000

Intra-state purchase of goods

Balance of ITC available at the beginning of the January 2018:

SGST 35000

IGST 20000

Note:

(a) RateofCGST,SGST and IGST tobe 9%, 9% and 18% respectively,onboth inward and outward supplies.

(b) Both inward and outward supplies given above are exclusive of taxes, wherever applicable.

(c) All the conditions necessary for availing the ITC have been fulfilled. Compute the net GST payable
by Mr. Kanhaiya for the month of January, 2018.

Sol. Computation of net GST payable by Mr. Kanhaiya for the month of January, 2018

Particulars

(1) |Intra-State supply of goods CGST @ 9% on 36,00,000 54,000
SGST @ 9% on 36,00,000 54,000 1,08,000
(if) | Inter-State supplyofgoods IGST @ 18% on32,00,000 36,000
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Computation of total ITC

Particulars

CGST @9% SGST @ 9%

IGST@18%

R) ) R®)
Opening ITC 15,000 35,000 20,000
Add: ITC on Intra-State purchases of goods 36,000 36,000
valuing
34,00,000
Add: ITC on Inter-State purchases of goods
valuing
350,000 9,000
Total ITC 51,000 71,000 29,000

Computation of GST payable from cash ledger

Particulars IGST @ 18% CGST @ 9% SGST @ 9%
GST payable 36000 54,000 54,000
Less: ITC of IGST (29000)
Less: ITC of CGST (51,000)
Less: ITC of SGST (7000) (54,000)
Net GST payable Nil 3,000 Nil

34. Namo Shankar Ltd., a registered supplier in Mumbai (Maharashtra), has supplied goods to
Narad Traders and Nandi Motors Ltd. located in Ahmedabad (Gujarat) and Pune (Maharashtra)

respectively. Namo Shankar Ltd. has furnished the following details for the current month:

Particulars

Narad Traders

Nandi Motors

_ ®) Ltd. )
(1) | Price of the goods (excluding GST) 10,000 30,000
(if) | Packing charges 500
(iif) | Commission 500
(iv) |Weighment charges 2,000
(v) | Discount for prompt payment (recorded inthe invoice) 1,000

Items given in points (ii) to (v) have not been considered while arriving at the price of the goods
given in point (i) above.

Compute the GST liability [CGST & SGST or IGST, as the case may be] of Namo Shankar Ltd. for
the given month. Assume the rates of taxes to be as under:

Particulars Rate of tax
Central tax (CGST) 9%
State Tax (SGST) 9%
Integrated tax (IGST) 18%

Goods and Service Tax @
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Make suitable assumptions, wherever necessary.

Note: The supply made to Narad Traders is an inter-State supply.
Sol. Computation of GST liability

Particulars Narad Traders ) Nandi Motors Ltd.
() |Price of goods 10,000 30,000
(if) | Add: Packing charges (Note-1) 500
(iif) | Add: Commission (Note-1) 500
(iv) |Add: Weighment charges (Note-1) - 2,000
(v) | Less: Discount for prompt payment (Note-2) - 1,000
Value of taxable supply 11,000 31,000
IGST payable @ 18% (Note-3) 1,980
CGST payable @ 9% (Note-4) 2,790
SGST payable @ 9% (Note-4) 2,790
Notes:

1. Incidental expenses, including commission and packing, charged by supplier to recipient of
supply is includible in the value of supply. Weighment charges are also incidental expenses,
hence includible in the value of supply [Section 15 of the CGST Act, 2017].

2. Since discount is known at the time of supply, it is deductible from the value in terms of
section 15 of the CGST Act, 2017.

3. Since supply made to Narad Traders is an inter-State supply, IGST is payable in terms of
section 5 of the IGST Act, 2017.

4. Since supply made to Nandi Motors Ltd. is an intra-State supply, CGST & SGST is payable on
the same.

35. M/s. Grey, a registered taxable person under regular scheme provides following information in
respect of supplies made by it during the month of April, 2019:

rupees)

] Inter-state supply of goods 1,00,000
(i) pply of g

(ii) Intra-state supply of 500 packets of detergent @ 3400 each along
with a plastic bucket worth X100 each with each packet being a
mixed supply. (Rate of GST on detergent is 18% and on plastic
bucket is 28%)

(iif) Supply of online educational journals to M/s. Pinnacle, a private
coaching centre providing tuition to students of Class X-XII, being 50,000
intra-state supply.

M/s. Grey has also received the following inward supplies:
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Particulars (All amount in

rupees)

(iv) Inter-state supply of goods (out of which invoice for goods worth

20,000 is missing and no other tax paying document is available) 20,000

(v) Repairing of a bus with seating capacity of 20 passengers used
to transport its employees from their residence, being intra-state 50,000

supply.

Details of opening balances of ITC as on 1-4-2019 are as follows:

CGST 5,000
SGST 5,000
IGST 40,000

Following additional information is provided:

(a) RateofGSTinrespectofallinwardandoutwardsuppliesexceptitem(if)aboveis18%.i.e.CGSTand
SGST @ 9% and IGST @ 18%.

(b) All figures mentioned above are exclusive of taxes.

(c) All the conditions for availing the ITC have been fulfilled except specifically given and M/s.
Grey is not eligible for any threshold exemption.

Sol. Computation of minimum net GST payable in cash by M/s. Grey for the month of April, 2019

Particulars Value® CGSTR®)  SGST® IGST®)
Total tax liability
Inter-State supply of goods 1,00,000 18,000
Intra-State supply of 500 packets of
detergents along with a plastic bucket 200,000 45000 25,000
[Note-1] (500 x (2,00,000x (2,00,000x
400) 14%) 14%)
tS(l)lpply of online educational journal 50,000 4,500 4,500
private coaching centre [Note-2] (50,000 x 9%]) |{50,000 x 9%)
Total tax liability (A) 32,500 32,500| 18,000
Input tax credit (ITC)
Brought forward ITC 5,000 5,000 40,000
Inter-State purchase of goods [Note-3] 50,000 9,000
Repairing of bus with seating
capacity of 20 passengers [Note-4] 20,000 150 4500
Goods and Service Tax @




Particulars Value®  CGST(®) SGST (%)

Total ITC (B) 9,500 9,500 49,000

Minimum net GST payable in cash

Total tax liability 32,500 32,500| 18,000

Less: Set off of IGST liability from IGST

credit (18,000)

Set off IGST credit against CGST and
SGST liability in any order and in any (23,000) (8,000)
proportion

Set off of CGST and SGST credit against

CGST and SGST liability respectively (3:800) CGST|  (3.500]8G5T

Minimum net GST payable in cash Nil 15,000 Nil

Notes:

1. Supply of detergent and bucket together with a single price of Y400 is a mixed supply. Being
a mixed supply comprising of two supplies, it shall be treated as supply of that particular
supply that attracts highest rate of tax (28%).

2. Supply of online educational journal is exempt only when the same is provided to an
educational institution which provides a qualification recognised by law. Since, the private
coaching centre does not provide any recognised qualification, the supply of online
educational journals to the same will be taxable.

3. ITC can be taken only on the basis of a valid tax paying document. Thus, ITC will not be
available on goods for which the invoice is missing.

4. ITC on motor vehicles for transportation of persons with seating capacity > 13 persons
(including the driver) used for any purpose is allowed. Further, ITC is allowed on repair and
maintenance services relating to motor vehicles, ITC on which is allowed.

Note: Under the amended position of law, the IGST credit, after being set off against IGST
liability, can be utilised against CGST and SGST liability in any order and in any proportion.
Thus, there cannot be one answer for the minimum net CGST and SGST payable in cash [i.e.
GST liahility] as the amount of CGST and SGST liabilities are the same as also the amount of
ITC for CGST and SGST is also the same.

36. KNK Ltd., a registered supplier of Mumbai is a manufacturer of heavy machines. Its outward
supplies (exclusive of GST) for the month of January, 2020 are as follows:

Particulars Amount (%)
(1) Inter-State 85,00,000
(if) |Intra-State 15,00,000

Applicable rate of CGST, SGST and IGST on outward supply are 9%, 9% and 18% respectively.
Details of GST paid on inward supplies during the month of January, 2020 are as follows:
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Particulars

(i) | Raw material A 60,000 60,000

(of which 70% of inputs procured were used and 30%
were in stock at the end of the January, 2020)

(if) | Raw material B 50,000 50,000
(of which 90% material received in factory and
remaining material completely damaged due to a road

accident on the way to factory. There was no negligence
on the part of the KNK Ltd.)

(iif) | Construction of pipelines laid outside the factory 30,000 30,000
premises

(iv) |Insurancechargespaidfortrucksusedfortransportation 55,000 55,000
of goods.

Additional Information:

(i) There is no opening balance of any input tax credit and all the conditions necessary for
availing the input tax credit (ITC) have been fulfilled.

(i) Details of GST paid on inward supplies are available in GSTR-2A except for item (i) ie. Raw
Material A, for which supplier has not filed its GSTR-1 for the month of January 2020, hence
corresponding input tax credit (ITC) is not reflected in GSTR-2A of KNK Ltd. in January, 2020.

Compute the following:
(i) Amount of eligible input tax credit (ITC) available for the month of January, 2020.

(if) Minimum net GST payable in cash, for the month of January, 2020 after using available input
tax credit.

Working notes should form part of your answer.

Sol. (i) Computation of amount of eligible ITC available for the month of January, 2020

Particulars _
(1) | Raw materials B (90%) [Note-1] 45,000 45,000
(if) | Construction of pipelines laid outside the . :
_ : . Nil Nil
factory premises [Note-2]

(iif) | Insurance charges paid for trucks used for
transportation of goods [Note-3] s e
(v) | Raw materials A [Note-4] Nil Nil
(v) | Eligible ITC on invoices the details of which 1,00,000 1,00,000
are available in GSTR-2A (45,000 + (45,000 +
55,000) 55,000)

Goods and Service Tax @




Particulars

SGST (3)

(vi) |ITC on invoices the details of which are
not available in GSTR-2A4, ie. the invoices
which have not been uploaded by the
suppliers in their GSTR-1 [Note-4]

Note Allowed

Note Allowed

Total eligible ITC

1,00,000

1,00,000

Notes:

(a) ITC on goods destroyed is blocked under section 17 of the CGST Act, 2017.

(b) ITC on works contract services availed for construction of plant and machinery is
allowed but pipelines laid outside the factory premises are excluded from the definition
of plant and machinery and hence, ITC thereon is blocked.

(c) ITC on motor vehicles used for transportation of goods is allowed. Further, ITC is also
allowed on insurance services relating to motor vehicles, ITC on which is allowed.

(d) Where invoice has not been uploaded by the supplier in its GSTR-1, ITC shall not be

allowed.

(if) Computation of minimum net GST payable in cash for the month of January, 2020

SGST @ 9%  IGST @ 18%

Particulars

Va_i Iu e

®

CGST @ 9%

®

Inter-State outward supplies 85,00,000 15,30,000
Intra-State outward supplies 15,00,000 1,35,000 1,35,000

Total output tax payable 1,35,000 1,35,000 15,30,000
Less: Set off of CGST and SGST

credit against CGST and SGST (1,00,000) (1,00,000)

liability respectively

Minimum net GST payable in

cash 25,000 25,000 15,30,000

37. X Electronics is a registered manufacturer of electrical appliances.
It made a contract with dealers, that purchase of air conditioners of capacity 1.5 ton in the month
of October, 2020 of quantity of more than 50 units will entitle them for 10% discount. Inter-State
supply made during the month of October 2020 is ¥50,00,000 Details of Intra-State supply:

Particulars Amount ()
Supply of Microwave Oven 15,00,000
Supply of Refrigerators with Stabilizers being a mixed supply, rate of
GST on Refrigerator is 28% (14% CGST & 14% SGST), rate of GST on 40,00,000
Stabiliser is 18% (9% CGST & 9% SGST)
Supply of Air Conditioners of capacity 1.5 Ton @ 50,000 per
AirConditioner 50,00,000
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Intra-State inward supplies are:

Raw material 20,00,000
Paid Gym membership for employees 50,000
Truck purchased for transportation of goods 30,00,000

X Electronics made supply of Air Conditioners (capacity 1.5 ton) to only one dealer named Mr. L.
Gym membership for employees is not obligatory for X Electronics under any law.

Opening Balance of ITC is as under:
CGST: 358,000

SGST: 70,000

IGST: 10,00,000

Note:

(1) Rate of CGST, SGST and IGST are 9%, 9% and 18% respectively for both inward and outward
supplies except where specifically provided.

(if) Both inward and outward supplies are exclusive of taxes.
(iif) All the conditions for availing the ITC have been fulfilled.
Compute the Net GST payable in cash by X Electronics for the month of October, 2020.

Sol. Computation of net GST payable in cash by X Electronics for October 2020
Particulars Amount(®) CGSTR) SGSTR) IGST(®

I | Intra-State supply
Supply of microwave oven 15,00,000 1,35,000 1,35,000

Supply of refrigerators with
stabilisers

40,00,000 5,60,000 5,60,000

[Being mixed supply, the supply
shall betreated asa supply ofthat
particular supply which attracts
the highest rate of tax and taxed
accordingly. Thus, it will be taxed
@ 14% CGST and 14% SGST.]

Supplyof100(X501akh /X50,000)
air conditioners

45,00,000 4,05,000 4,05,000

[Since 100 air conditioners have

been supplied, discount @ 10% [?50’00’0000
will be available.]! Sk
Il [Inter-State supply @ 18% 50,00,000 9,00,000
Total outward tax liability 11,00,000 11,00,000| 9,00,000
Less: Input Tax Credit (Refer
Working Note below)
m Goods and Service Tax @




Particulars

Amount )

IGST credit first utilised towards

payment of IGST. Remaining

amount can be utilised towards 1,00,000 9,00,000
CGST and SGST in any order and (IGST) (IGST)
in any proportion '
CGST credit set off against CGST

liability and SGST credit set off

against SGST liability as CGST 5,08,000 5,20,000

credit cannot be utilised towards (CGST) (SGST)

payment of SGST and vice versa.

Net GSTliabilitypayable in cash 4,92,000 5,80,000 Nil

Working Note

Computation of ITC available with X Electronics

Particulars

Opening balance of ITC

58,000

70,000

1GST
®)
10,00,000

Intra-State inward supplies

Raw material

20,00,000

1,580,000

1,80,000

Gym membership for employees

50,000

Nil

Nil

[ITC on membership of a health and
fitness centre is blocked if there is no
statutory obligation for the employer to
provide the same.]

Truck purchased for transportation of
goods

30,00,000

2,70,000

2,70,000

[ITC on motor wvehicles used for
transportation of goods is not blocked?2.]

Total ITC

5,08,000

5,20,000

10,00,000

Note: In the above answer, tax payable in cash has been computed by setting off the IGST credit
against CGST 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 for SGST liabilities in
different other ways as well. In all such cases, net CGST and net SGST payable in cash will differ
though the total amount of net GST payable (X10,72,000) in cash will remain the same.

. Star Ltd., a registered supplier in Karnataka has provided the following details for supply of one

machine:
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Particulars  Amountin R)

(1) | List price of machine supplied [exclusive of items given below from (2) 80,000
to (4)]
(2) | Taxlevied by Local Authority on sale of such machine 6,000

(3) | Discount of 2% on the list price of machine was provided (recorded in
the invoice of machine)

(4) | Packing expenses for safe transportation charged separately in the 4,000
invoice

Star Ltd. received ¥5,000 as subsidy from a NGO on sale of each such machine, The Price of
380,000 of the machine is after considering such subsidy.

During the month of February, 2020, Star Ltd. supplied three machines to Intra-State customers
and one machine to Inter-State customer.

Star Ltd. purchased inputs (intra-State) for ¥1,20,000 exclusive of GST for supplying the above
four machines during the month.

The Balance of ITC at the beginning of February, 2020 was:

318,000 34,000 326,000

Note:
(1) Rate of CGST, SGST and IGST to be 9%,9% and 18% respectively for both inward and outward
supplies.

(if) All the amounts given above are exclusive of GST.
(iif) All the conditions necessary for availing the ITC have been fulfilled.
Compute the minimum net GST payable in cash by Star Ltd. for the month of February, 2020.

Sol. Computation of value of taxable supply

Particulars Amount )
List price of the machine 80,000
Add: Taxlevied by Local Authority on the sale of machine 6,000

[Tax other than GST, if charged separately, are includible in the
value in terms of section 15 of the CGST Act, 2017.]

Add: Packing expenses for safe transportation 4,000
[Includible in the value as per section 15 of the CGST Act, 2017.]
Add: Subsidy received from a NGO on sale of each machine 5,000

[Subsidy received from a non-Government body and which is
directly linked to the price, the same is included in the value in
terms of section 15 of the CGST Act, 2017.]

Total 95,000

m Goods and Service Tax @




Particulars

Amount (%)

Less: Discount @ 2% on 380,000 1,600
[Since discount is known at the time of supply and recorded in

invoice, it is deductible from the value in terms of section 15 of

the CGST Act, 2017.]

Value of taxable supply 93,400

Computation of minimum net GST payable in cash by Star Ltd.

Particulars

SGST )

IGST ()

Sale of machine 25,218 25,218 16,812
[Intra-State sales = ¥93,400 x 3 machines =32,80,200 | 2,80,200 2,80,200 93,400
Inter-State sales =393,400 x 1 machine =393,400] x 99% * 9% x 18%
Total output tax 25,218 25,218 16,812
Less: Set off of IGST against IGST and SGST (9,188) (16,812)
[IGST credit first be utilised towards payment of IGST,

remaining amount can be utilised towards CGST and

SGST in any order and in any proportion]

Less: Set off of CGST against CGST and SGST against| (25,218) | (14,800)

SGST [CGST credit cannot be utilised towards payment

of SGST and vice versa.]

Minimum net GST payable in cash Nil 1,230

Working Note:
Computation of total ITC available

Particulars CGST ) SGST ()
Opening balance of ITC 18,000 4,000 26,000
Add: Inputs purchased 10,800 10,800
during the month [31,20,000 x 9%] [X1,20,000 x 9%]
Total ITC available 28,800 14,800 26,000

39. XY’ of Kolkata is engaged in the supply of various goods and services. It pays GST under a regular
scheme. The following information is provided by it for the month of July:

Payments Receipts

Inter-State purchases of office Inter-State supply of office

. 1,40,000 . 2,00,000
stationery stationery
Repairing of lorry used Intra-State supply of 500
to transport goods from 1,00,000 combi packs containing one 400,000

warehouse to clients’ location calculator and one diary

[Intra-State supply]
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Payments Amount () Receipts Amount ()

Intra-State supply of services
of business correspondent
to Shubhvidhi Bank with 1,00,000
respect to accounts in its
urban area branch

The following additional information is provided by ‘XY’ in relation to the above receipts and
payments:

(@) 10% of the inter-State supply of office stationery are made to unregistered persons.

(b) Each combi pack (containing a calculator and a diary) is priced at T800. The calculator and
the diary are individually priced at ¥700 and ¥200 respectively.

(¢} An invoice of ¥40,000 towards purchase of office stationery is missing and no other tax
paying document is available in respect of such goods.

(d) All the figures mentioned above are exclusive of taxes, wherever applicable.

(e) Rates of CGST, SGST and IGST for all services, office stationery and calculator are 9%, 9% and
189% respectively. Rates of CGST, SGST and IGST for diary are 14%, 14% and 28% respectively.

(f) Subject to the information given above, all the necessary conditions for availing input tax
credit have been fulfilled.

Details of opening balances of input tax credit as on 1%t July is given here under:

CGST 5,000
SGST 5,000
IGST 80,000

Compute the minimum net GST [CGST, SGST or IGST, as the case may be] payable in cash by XY’
for the month of July.

Sol. Computation of minimum net GST payable in cash by XY’ for the month of July

Particulars Value CGST ) SGSTR) IGST(R)
Total tax liability
Inter-State supply of stationery [Note1] | 2,00,000 36,000
Intra-State supply of 500 combi packs |4,00,000 56,000 56,000
of calculators and diaries [Note-2] (500 x (4,00,000 x (4,00,000 x

800) 14%) 14%)

Intra-Statesupplyofservicesofbusiness | 1,00,000 9,000 9,000
correspondent to a Shubhvidhi Bank (1,00,000 x 9%) (1,00,000 x
with respect to accounts in its urban 9%)
area branch [Note-3] |
Total tax liability 65,000 65,000 36,000
Input tax credit (ITC)
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Particulars  Value

Brought forward ITC 5,000 50001 80,000
Inter-State purchase of office stationery | 1,00,000 18,000
[Note-4]
Intra-State repairing of lorry u_sed for|1,00,000 9,000 9,000
transportation of goods [Note-5]
Total ITC 14,000 14,0001 98,000
Minimum net GST payable in cash
Total tax liability 65,000 65,0001 36,000
IGST credit being set off against IGST (36,000)
liability
IGST credit being used to pay CGST and (11,000) (51,000)
SGST liability in any order and in any
proportion

CGST and SGST credit being used to pay (14,000) CGST | {14,000) SGST
CGST and SGST liability respectively
Minimum net GST payable in cash 40,000 Nil Nil

Notes:

1. Taxable supplies made by a registered person are liable to tax irrespective of whether they
are made to a registered person or to an unregistered person.

2. Supply of calculator and diary as a combi pack with a single price of Y800 is a mixed supply.
Being a mixed supply comprising of two supplies, it shall be treated as supply of that
particular supply which attracts highest rate of tax.

3. Services provided by a business facilitator /business correspondent to a banking company
only with respect to accounts in its rural area branch are exempt and not with respect to
accounts in its urban area branch.

4. ITC can be taken only on the basis of a valid tax paying document. Thus, ITC will not be
available on goods for which the invoice is missing.

5. ITC on motor vehicles used for transportation of goods is allowed. Further, ITC is allowed on
repair and maintenance services relating to motor vehicles, ITC on which is allowed.

Note: IGST credit, after being set off against IGST liability, can be utilised against CGST and SGST

liability in any order and in any proportion. Thus, there cannot be one answer for the minimum

net CGST and SGST payable in cash as the amount of CGST and SGST liabilities are the same as
also the amount of ITC for CGST and SGST is also the same.

MULTIPLE CHOICE QUESTIONS

1. Which of these electronic ledgers/registers are maintained online?

(@) Electronic liability register
(b) Electronic creditledger
(c) Electronic cash ledger

(d) All of the above
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10.

Deposits towards tax, penalty, interest, fee or any other amount are credited into the of a
taxable person.

(a) Electronic liability register (b) Electronic credit ledger
(c) Electronic cash ledger (d) All of the above

. Input tax credit as self-assessed in the return of the registered person shall be credited to which

of the following ledger?

(@) Electronic liability register
(b) Electronic creditledger
(c) Electronic cash ledger

(d) All of the above

. Which of the following items are debited to the electronic credit ledger?

(a) Outputtax (b) Interest
(c) Penalty (d) All of the above
Balance in electronic credit ledger under SGST can be used against which liability?
(@) SGST Liability only (b) SGST and IGST liability
(c) SGST, IGST and CGST liability (d) None of the above
. Which input tax credit cannot be claimed against which output tax liability?
(a) IGST, SGST (b) CGST, IGST
(c) SGST, IGST (d) CGST, SGST

Interest is payable on:

(a) Belated payment of tax

(b) Undue/excess claim of input tax credit

(¢) Undue/excess reduction in output tax liability
(d) All of the above

. Which of the following liability cannot be adjusted against input tax credit of CGST?

(a) IGST (b) SGST/UTGST
(c) All of the above (d) None of the above

. Which of the following shall be discharged first, while discharging liability of a taxable person?

(a) All dues related to previous tax period

(b) All dues related to current tax period

(¢) Demand raised under section 73 and 74

(d) No such condition is mandatory

Interest is calculated:

(a) From the day following the day on which tax becomes due to be paid
(b) From thelast day such tax was due to be paid

(¢) Noperiod is specified
(d) None of the above
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11. Which date is considered as the date of deposit of the tax dues:
(a) Date of presentation of cheque or
(b) Date of payment or

(c) Date of credit of amount in the account of Government
(d) None of the above

12. Mr X, asupplier of goods, pays GST under a regular scheme. The amount of input tax credit (ITC)
available and output tax liability under different tax heads is as under:

Output Tax Liability
IGST 2000 4000
CGST 800 2000
SGST /UTGST 2500 500
Compute the minimum GST payable in cash by Mr. X.
(@) 2000 (b) 500
(c) Nil (d) 1200
Answer Key

L.(d [2()|3((H) |4(@]|5(MB]|6([d|[7[d]8(MH | 9I@ |10 (d
11.(c) | 12. (¢)
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Tax Deduction at Source and
1 4 Collection of Tax at Source

THEORY
B TAXDEDUCTION @ SOURCE (SECTION 51 OF CGST ACT)

Deductor of tax at source

Under the GST regime, section 51 of the CGST Act, 2017 prescribes the authority and procedure for
‘tax deduction at source’ The TDS provisions empower the Central Government to make it mandatory
for the following Persons (the deductor) to deduct tax at source from payments made to the suppliers
of taxable goods and for services.

Central /State

Government Notified Persons/
department or category of persons
establishment [Section 51(1)(d)]

[Section 51(1)(a)]

The following persons have been notified under clause (d) of sub-section (1) of section 51 of the CGST
Act by the Central Government:
(@) anauthority or a board or any other body, -
() setup by an Act of Parliament or a State Legislature; or
(if) established by any Government,
with 51% or more participation by way of equity or control, to carry out any function;

It has been clarified vide Circular No. 76/50/2018 GST dated 31.12.2018 that the rider of 51%
or more participation by way of equity or control is applicable to both the items (i) and (if).
Thus, the provisions of section 51 of the CGST Act are applicable only to such authority or a
board or any other body set up by an Act of parliament or a State legislature or established by
any Government in which 51% or more participation by way of equity or control is with the
Government.

(b) society established by the Central Government or the State Government or a Local Authority
under the Societies Registration Act, 1860;

(¢) public sector undertakings:

B CATEGORIES OF PERSONS NOT LIABLE TO DEDUCTTDS

Tax is not liable to be deducted at source in the following cases:

(i) When goods and/or services are supplied from a public sector undertaking (PSU) to another
PSU, whether or not a distinct person



(if) When supply of goods and/or services takes place between one person to another person
specified in clauses (a), (b), (¢) and (d) of section 51(1) of the CGST Act.

B DEDUCTEES

The deductees are the suppliers whose total value of supply of taxable goods and /or services under
a contract exceeds X 2,50,000 exclusive of tax & cess as per the invoice.

B STANDARD RATE OF DEDUCTION

The tax would be deducted @ 1% under CGST Act, 2017 of the payment made to the supplier
(the deductee) of taxable goods andfor services, where the total value of such supply, under
a contract, exceeds ¥ 2,50,000 (excluding the amount of Central tax, State tax, Union Territory
tax, Integrated tax and cess indicated in the invoice). Thus, individual supplies may be less
than ¥ 2,50,000/-, but if total value of supplies under a contract is more than¥ 2,50,000/-,
TDS has to be deducted.

TDS-1% +1% [CGST + SGST] on net value of
taxable supplies

The deductors have to deduct tax at the rate of 1% from the payment made or credited to the
supplier of taxable goods and for services under CGST Act, 2017.

It may be noted that Section 20 of IGST Act provides that in the case of tax deducted at source,
the deductor shall deduct tax at the rate of 2% from the payment made or credited to the
supplier.

B NOTDS

The Proviso to Section 51(1) lays down that when the location of the supplier and the place of
supply is ina State / Union territory which is different from the State/ Union territory of registration
of the recipient, there will be no TDS.

The above statement can be explained in the following situations:

(@) Supplier, place of supply and recipient are in the same state.

It would be intra-State supply and TDS (Central plus State tax) shall be deducted. It would be
possible for the supplier (i.e. the deductee) to take credit of TDS in his electronic cash ledger.

(b) Supplier as well as the place of supply are in different states.

In such cases, Integrated tax would be levied. TDS to be deducted would be TDS (Integrated
tax) and it would be possible for the supplier (i.e. the deductee) to take credit of TDS in his
electronic cash ledger.

(c) Supplier as well as the place of supply are in State A and the recipient is located in State B.
The supply would be intra-State supply and Central tax and State tax would be levied. Insuch
case, transfer of TDS (Central tax + State tax of State B) to the cash ledger of the supplier
(Central tax + State tax of State A) would be difficult. So, in such cases, TDS would not be
deducted.
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Thus, when both the supplier as well as the place of supply are different from that of the recipient, no
tax deduction at source would be made.

Location of Supplier Place of Supply ~  Registration of TDS u/s 51
_ Recipient
State A State A State A Yes
State A State A State B No
State A State B State B Yes
UT1 UT1 UT1 Yes
UT1 L2 UT2 Yes
UT1 UT1 UT2 No

B VALUE OF SUPPLY

The amount indicated in the invoice excluding the Central tax, State tax, Union territory tax, Integrated
tax and cess element, is the value of supply for the purpose of TDS under Section 51 of CGST Act, 2017.

Value of supply shall exclude tax
& cess

B DEPOSITOFTDS WITH THE GOVERNMENT

The amount of tax deducted at source should be deposited to the Government account by deductor by
10th of the succeeding month.

B TDS CERTIFICATE

ATDS certificate is required to be issued by deductor (the person who is deducting tax) in prescribed
form to the deductee (the supplier from whose payment TDS is deducted).

The content of Form GSTR 7A (TDS Certificate) are given below:

TDS Certificate No.

GSTIN of deductor

Name of deductor

GSTIN of deductee

(a) Legal name of the deductee

(b) Trade name, if any

Tax period in which tax deducted and accounted for in GSTR-7
. Details of supplies

8. Amount of tax deducted

QL bl GO0 B b

oo

H NON- REMITTANCE BY THE DEDUCTOR

Ifthe deductor has not remitted the amount deducted as TDS to the Government within the prescribed
time limit, he is liable to pay penal interest under Section 50 in addition to the amount of tax deducted.

B REFLECTION OF AMOUNTOFTDS
The amount of tax deducted is reflected in
o Electronic Cash Ledger of deductee.
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o Return filed by deductor under section 39(3). [GSTR-7].

The deductee can claim credit of the tax deducted, in his electronic cash ledger. This provision
enables the Government to cross check whether the amount deducted by the deductor is correct
and that there is no mis-match between the amount reflected in the electronic cash ledger and the
amount shown in the return filed by deductor.

This is similar to existing practice in income tax relating to E-TDS returns filed by deductor and
26AS statement available for viewing the TDS remitted in respect of transactions by deductee.

B DETERMINATION OF AMOUNT IN DEFAULT

Any default in determination of the amount under Section 51 shall be made in the manner specified
in Section 73 or section 74, as the case may be.

B REFUND ON EXCESS/ERRONEQUS DEDUCTION

The deductor or the deductee can claim refund of excess deduction or erroneous deduction. The
provisions of section 546 relating to refunds would apply in such cases.

B REGISTRATION7 [RULE 12 OF CGST RULES, 2017]

Any person required to deduct tax in accordance with the provisions of section 51 shall electronically
submit a registration application in prescribed form through the common portal. The proper officer
shall, after due verification, grant registration within 3 working days from the date of the application.
Also, on a request or upon an enquiry or pursuant to any other proceeding under the Act, if the
proper officer is satisfied that a person is no longer liable to deduct tax at source under section 51,
then the said officer may cancel the said registration, following procedures as provided in Rule 22 of
the CGST Rules for the cancellation of registration.

Example

1. Supplier makes a supply worth X 20 lakh to a recipientand the GST at the rate of 18% is required
to be paid. The recipient, while making the payment of ¥ 20 lakh to the supplier, shall deduct
2% [CGST 1% + SGST 1%] vizX 4 lakh as TDS.

The value for TDS purpose shall not include 18% GST. The TDS, so deducted, shall be deposited
in the account of Government by 10th of the succeeding month.

The TDS so deposited inthe Government account shall be reflected in the electronic cash ledger
of the supplier (i.e. deductee) who would be able to use the same for payment of tax or any
other amount.

B TAXCOLLECTION @ SOURCE (SECTION 52 OF CGST ACT)

Overview of TCS

TCS refers to the tax which is collected by the electronic commerce operator when a supplier supplies
taxable goods or services through portal of e-commerce operator and the payment for that supply
is collected by said electronic commerce operator. The nature of working of electronic commerce
operator can be better understood with the following example.

Example

2. There are many e-Commerce operators [hereinafter referred to as an Operator], like Amazon,
Flipkart, Urban clap etc. operating in India. These operators display on their portal products as
well as services which are actually supplied by some other person to the consumer.
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The goods or services belonging to other suppliers are displayed on the portals of the operators
and consumers buy such goods/services through these portals. On placing the order for a
particular product/service, the actual supplier supplies the selected product/service through
the Operator to the consumer.

The price/considerationforthe product/serviceis collected by the Operatorfromthe consumer
and passed on to the actual supplier after the deduction of commission and incidental expenses
mutually agreed upon by the Operator.

Let us now have alook at the statutory provisions relating to TCS.

B WHO IS LIABLETO COLLECTTCS?

Every Electronic Commerce Operator (ECO), not being an agent, has been mandated to collect tax at
source (TCS) on the net value of taxable supplies [supplies net of returns if any] made through it by
suppliers, where the ECO collects the consideration on behalf of the supplier for such supplies.

B RATEOFTCS

Half percent of the net value of intra-State taxable supplies. 1% of the net value of inter-State taxable
supplies.

Examples

3. Suppose a certain product is sold at ¥ 1,120 [including GST @12%] through an Operator by
a supplier. The operator would collect tax @ 1% of the net value of ¥ 1,000 i.e. T 10 in case of
inter-State supplies.

Currently, services notified under section 9(5) of CGST Act, 2017 vide Notification No. 17/2017CT (R)
dated 28.06.2017/ Notification No. 14/2017 IT (R) dated 28.06.2017 as amended are given as below:

services by way of transportation of passengers by a radio-taxi, motorcab, maxicab, motor cycle, or
any other motor vehicle;

services by way of providing accommodation in hotels, inns, guest houses, clubs, campsites or other
commercial places meant for residential or lodging purposes, except where the person supplying
such service through electronic commerce operator is liable for registration under section 22(1) of
the CGST Act.

services by way of house-keeping, such as plumbing, carpentering etc, except where the person
supplying such service through electronic commerce operator is liable for registration under sub-
section 22(1) of the CGST Act.

supply of restaurant service other than the services supplied by restaurant, eating joints etc. located

at specified premises.
Net Value of Taxable Supplies

Aggregate value of taxable supplies
taxable supplies of

goods and / or services

returned to suppliers

other than notified services
under section 9(5) by all
registered persons supplied
through operator

Currently, services notified under section 9(5) of CGST Act, 2017 vide Notification No. 17 /2017 CT (R)
dated 28.06.2017/ Notification No. 14/2017 IT (R) dated 28.06.2017 as amended are given as below:
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(a) Services by way of transportation of passengers by a radio-taxi, motorcab, maxicab, motor
cycle, or any other motor vehicle;

(b) Services by way of providing accommodation in hotels, inns, guest houses, clubs, campsites or
other commercial places meant for residential or lodging purposes, except where the person
supplying such service through electronic commerce operator is liable for registration under
section 22(1) of the CGST Act.

(c) Services by way of house-keeping, such as plumbing, carpentering etc, except where the person
supplying such service through electronic commerce operator is liable for registration under
sub-section 22(1) of the CGST Act.

(d) Supply of restaurant service other than the services supplied by restaurant, eating joints etc.
located at specified premises.

It may be noted that Section 20 of IGST Act provides that in case of tax collected at source,
the operator shall collect tax at such rate not exceeding two per cent, as may be notified on
the recommendations of the Council, of the net value of taxable supplies. The rate has been
notified as 1% for tax collection at source under IGST.

Further, the power conferred on the e-commerce operator to collect tax at source, is without
prejudice to other modes of recovery from operator. The powers of e-commerce operator are
restricted only to the extent of tax collection at source under circumstances specified therein
and nothing more.

B DEPOSIT OF TCS BY ECO TO GOVERNMENT

The TCS amount collected by the ECO has to be remitted to the Government Treasury within 10 days
after the end of the month in which the collection was made.
Example

4. If the TCS has been collected in the month of July, the amount has to be remitted into the
Government Treasury on or before 10th August.

[Mlustration 1

Mr. X is a supplier selling his own products through a web site hosted by him. Does he fall
under the definition of an “electronic commerce operator”? Whether he is required to collect
TCS on such supplies?

Ans. As per the definitions in Section 2(44) and 2(45) of the CGST Act, 2017, Mr. X will come under
the definition of an “electronic commerce operator”. However, according to Section 52 ofthe Act
ibid, TCS is required to be collected on the net value of taxable supplies made through it by other
suppliers where the consideration is to be collected by the ECO. In cases, where someone is selling
their own products through a website, there is no requirement to collect tax at source as perthe
provisions of this Section. These transactions will be liable to GST at the prevailing rates.

[llustration 2

If Mr. A purchase goods from different vendors and in turn Mr. A, is selling them on his own
website under his own billing, Is TCS required to be collected on such supplies?

Ans. No. According to Section 52 of the CGST Act, 2017, TCS is required to be collected on the net value
of taxable supplies made through E-commerce operator by other suppliers wherethe consideration
is to be collected by the ECO. In this case, there are two transactions - Mr. A purchase the goods
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from the vendors, and those goods are sold through his own website. For the first transaction,
GST is leviable, and will need to be paid to vendor, on which credit is available to Mr. A, The
second transaction is a supply on own account of Mr. A, and not by other suppliers and there is
no requirement to collect tax at source. The transaction will attract GST at the prevailing rates.

REGISTRATION10 [RULE 12 OF CGST RULES, 2017]

Any person required to deduct tax in accordance with the provisions of section 52 shall electronically
submit a registration application in prescribed form through the common portal. The proper officer
shall, after due verification, grant registration within 3 working days from the date of the application.

Also, on arequest or upon anenquiry or pursuant to any other proceeding under the Act, if the proper
officer is satisfied that a person is no longer liable to deduct tax at source under section 52 then the
said officer may cancel the said registration, following procedures as provided in Rule 22 of the CGST
Rules for the cancellation of registration.

g

FILING OF MONTHLY & ANNUAL STATEMENTS BY ECO

An electronic statement [Form GSTR 8] has to be filed by the ECO containing details of the outward
supplies of goods and/ or services effected through it, including the supplies returned through it
and the amount collected by it as TCS during the month within 10 days after the end of the each
month in which supplies are made.

Additionally, the ECO is also mandated to file an Annual Statement [Form GSTR 9B] on or before
31st day of December following the end of the financial year.

The Commissioner has been empowered to extend the due date for furnishing of monthly and
annual statement by the person collecting tax at source.

NOTICE TO THE OPERATOR SEEKING DETAILS

An officer not below the rank of Deputy Commissioner can issue notice to an operator, asking
him to furnish details relating to volume of the goods/services supplied, stock of goods lying in
warehouses /godowns etc.

The operator is required to furnish such details within 15 working days.

In case an operator fails to furnish the information, besides being liable for penal action under
section 12212, it shall also be liable for penalty up to ¥ 25,000.

QUESTION BANK

1. Whetherthe rate of tax of 196 notified undersection 52 is CGST or SGST or a combination of both
CGST and SGST?

Sol. The rate of TCS as notified under CGST Act is payable under CGST and the equal rate of TCS is

expected under the SGST Act also, in effect aggregating to 1%.

2. Is every e-commerce operator required to collect tax on behalf of actual supplier?

Sol. Yes, every e-commerce operator is required to collect tax where consideration with respect to

the supply is being collected by the e-commerce operator.
However, no TCS is required to be collected in the following cases:
(1) onsupply of services notified under section 9(5) of the CGST Act, 2017.
(if) on exempt supplies
(iif) on supplies on which the recipient is required to pay tax on reverse charge basis.
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3. State whether the provisions pertaining to tax collected at source under section 52 of CGST Act,
will be applicable, if Fitan Ltd. sells watch on its own through its own website?

Sol. AsperSection 52, everyelectronic commerce operator not being an agent, shall collect an amount
calculated at such rate not exceeding one per cent., as may be notified by the Government on the
recommendations of the Council, of the net value of taxable supplies made through it by other
suppliers where the consideration with respect to such supplies is to be collected by the operator.

Hence, if the person sells on his own, provisions pertaining to tax collected at source (TCS) won’t
be applicable.

4. There is no onus of filing any monthly & annual statements by ECO. Examine the technical veracity
of the statement by explaining relevant provisions.

Sol. The given statement is invalid. An electronic statement has to be filed by the ECO containing
details of the outward supplies of goods and / or services effected through it, including the supplies
returned through it and the amount collected by it as TCS during the month within 10 days after
the end of the each month in which supplies are made.

Additionally, the ECO is also mandated to file an Annual Statement on or hefore 31st day of
December following the end of the financial year.

The Commissioner has been empowered to extend the due date for furnishing of monthly and
annual statement by the person collecting tax at source.

5. State whether the provisions pertaining to tax collected at source under section 52 of CGST Act,
will be applicable, if ABC limited who is dealer of Royul brand sells watches through Slipkart, an
electronic commerce operator?

Sol. AsperSection 52, everyelectronic commerce operator not being an agent, shall collect an amount
calculated at such rate not exceeding one per cent., as may be notified by the Government on the
recommendations of the Council, of the net value of taxable supplies made through it by other
suppliers where the consideration with respect to such supplies is to be collected by the operator.
If ABC limited who is dealer of Royul brand sells watches through Slipkart, then the provision of
TCS will be applicable to Slipkart
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A, N
1 5 Returns Under GST

THEORY

B GSTR 1FURNISHING DETAILS OF OUTWARD SUPPLIES [SECTION 37 READ
WITH RULE 59 OF THE CGST RULES]

e RELIER S Every registered person including casual registered person except the following:

furnish details [ input service distributor (ISD)
of outward

. non-resident taxable person
supply

i
O person paying tax under composition scheme

o persondeducting tax at source

o person collecting tax at source i.e., e-commerce operator (ECO)
i

a supplier of online information and database access or retrieval services
(OIDAR)*

Due Date GSTR-1 ofamonth canbe filed any time between 15*and 11% day ofthe succeeding
month.

However, The registered persons having aggregate turnover of up to 5 crore
rupees in the preceding financial year or the current financial year, as the class
of registered persons shall furnish the details of outward supply of goods or
services or both in FORM GSTR-1 for every quarter under QRMP Scheme shall be
extended till the thirteenth day of the month succeeding such tax period.

NIL GSTR-1 A Nil GSTR-1 can be filed through an SMS using the registered mobile number
of the taxpayer. GSTR-1 submitted through SMS is verified by registered mobile
number-based OTP facility.

Extension The due date of filing GSTR-1 may be extended by the Commissioner/
Commissioner of State GST/Commissioner of UTGST for a class of taxable
persons hy way of a notification.




Kind of details
of outward
supplies

Invoice-wise Details

Inter-State and Intra-State
supplies made to registered
persons

inter-State supplies made to
unregistered persons with

Consolidated Details

Intra-State supplies made
to unregistered persons
for each rate of tax

Inter-State supplies made
to unregistered persons
with

Debitand Credit
Notes

Issued during the month
for invoices issued
previously

Invoice  wvalue

32,50,000

exceeding

Invoice wvalue up to
¥2,50,000 for each rate

of tax separately for
each State

o Invoices can be uploaded any time during the tax period and not just at the
time of filing of GSTR-1.

o Invoices can be modified /deleted any number of times till the submission of
GSTR-1 of a tax period. The uploaded invoice details are in a draft version till
the GSTR-1 is submitted and can be changed irrespective of the due date.

Indication of

HSN details

The minimum number of digits of HSN code that a filer has to upload depend on
his turnover in the last year. Notification No. 12 /2017, which has been issued in
this regard, provides as under:

HSN or HS (Harmonized Commodity Description and Coding System) is a
standardized system of nomenclature of different goods developed by World
Customs Organization, which is accepted globally. HSN uses 6-digits uniform
codes to classify different goods. India uses eight digits codes for more specific
and precise classification.

How are the
details of
outward supply
furnished in
prior periods
amended?
[Section 37(3)]

Scope of amendment/correction entries

Tables 9,10 and 11(II) of 'G'-STR-_l_ provide for amend'm._e'nts_ in details of taxab.le_
outward supplies furnished inearlier periods. The.det-_aiIS of original debit notes/
credit notes /refund vouchers issued by the tax-payer inthe current tax period as
also the revision in the debit notes /credit notes /refund vouchers issued in the
earlier tax periods are required to be shown in Table 9 of the GSTR-1.
Ordinarily, in the Amendment Table, the supplier is required to give details
of original invoice (No and Date), the particulars of which have been wrongly
entered in GSTR-1 of the earlier months and are now sought to be amended.
However, it may happen that,__a'su_pplier. altogether forgets to include the entire
original invoice while furnishing the GSTR 1 for a particular month. In such cases
also, he would be required to furnish the details of the said missing invoice which

‘was issued in earlier month in the Amendment Table only, as such type of errors

would also be regarded as data entry errors.
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S initiitesiale 8] The details of outward supplies for a month furnished by the supplier are
of details of communicated and made available electronically (auto populated) to the
GSTR-1 to the respective recipient(s) in Part A of Form GSTR- ZA/Form GSTR-4A (in case of
recipient of registered person opting for composition levy through the common portal after
supply the 10™ day of the succeeding month (due date of filing of GSTR-1).

leitiles i | If the supplier discovers any error or omission, he shall rectify the same in the
errors tax period during which such error or omission is noticed, and pay the tax and
interest, if any, in case there is short payment, in the return to be furnished for
such tax period.

However, the maximumtimelimitwithinwhich suchamendmentsor rectification
are permissible is earlier of the following dates:

(@) Date of filing of monthly return u/s 39 forthe month of September following

the end of the financial year to which such details pertain or

(b) Date of filing of the relevant annual return

Other Points | GSTR-1 needs to be filed even if there is no business activity (Nil Return) in the
tax period.

Taxpayers opting for voluntary cancellation of GSTIN have to file GSTR-1 for an
active period.

In cases where a taxpayer has been converted from a normal taxpayer to
composition taxpayer, GSTR-1 will be available for filing only for the period
during which the taxpayer was registered as a normal taxpayer. The GSTR-1 for
the said period, even if filed with delay, would accept invoices for the period
prior to conversion.

Blocking of (@) In case of persons who have not opted for QRMP scheme: Such registered

GSTR-1 and IFF person has not furnished GSTR-3B of preceding month.

filing due to (b) Incase of persons who have opted for QRMP scheme: Such registered person

certain defaults has not furnished GSTR-3B for preceding quarter.

(c) Ifthe details of outward supplies for any of the previous tax periods has not
been furnished by him through filing of GSTR-1.

B FURNISHING DETAILS OF INWARD SUPPLIES [SECTION 38 READ WITH RULE 60
OF THE CGST RULES]

1. Form and manner of ascertaining details of inward supplies - GSTR-2A and GSTR-2B

2. Form GSTR-2A - is a system generated read only statement of inward supplies for a recipient. This
statement is updated on a real time basis. The details become available to the recipient for view/
download and are updated incrementally as and when supplier(s) upload or change details in their
respective form of return/statement, for the given tax period.

Details of outward supplies furnished by the supplier in Form GSTR-1 or using the IFF are made
available electronically to the concerned registered persons (recipients) in Form GSTR-ZA.

3. Form GSTR-2B - an auto-drafted read only statement containing the details of eligible ITC - is
made available to the registered person (recipient) for every month. It is a static statement and is
available only once a month.
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It consists of - the details of outward supplies furnished by the suppliers in Form GSTR1, other
than a supplier who has opted for QRMP scheme, between the day immediately after the due date
of furnishing of Form GSTR-1 for the previous month to the due date of furnishing of Form GSTR-1
for the month.

In case of monthly Form GSTR-1, the cut-off date is 00:00 hours on 12% of the relevant month to
23:59 hours, on 11™% of the succeeding month. Whereas for quarterly Form GSTR-1/IFF the cut-off
date is 00:00 hours on 14 day of relevant month to 23:59 hours, on 13" day of succeeding month.

Example

Person Filling Monthly Return

Date of generation of GSTR 2B

April 12 May
May 12 June
June 12t July

Person Who opted QRMP Scheme

For the quarter July-September, Form GSTR-2B for a registered person (recipient) who has received
supplies from QRMP suppliers as well as from other suppliers will be generated as follows:

Date of generation of GSTR 2B

July 14 August
August 14t September
September 14 Qctober

B FURNISHING OF RETURNS UNDER SECTION 39
A. GSTR-3B [Rule 61(5) of the CGST Rules]

(i) Section 39(1) prescribes a monthly return in Form GSTR-3 for every registered person, other
than an input service distributor or a nonresident taxable person or a composition tax payer,
a person deducting tax at source, an electronic commerce operator and supplier of OIDAR
services.
Provided that the Government may, on the recommendations of the Council, notify a certain
class of registered persons who shall furnish a return for every quarter or part thereof, subject
to such conditions and restrictions as may be specified therein.

(i) Initially, return in Form GSTR-3 was notified as the return under section 39(1) which was to be
filed by 20t day of the month succeeding the relevant calendar month or part thereof. However,
GSTR-3 never became practically applicable as the filing thereof has been deferred by the GST
Council since the introduction of GST law. Therefore, in lieu of return in Form GSTR-3, return in
Form GSTR-3B has been notified.

(iif) GSTR-3B is a simple return containing summary of outward supplies, inward supplies liable to
reverse charge, eligible ITC, payment of tax etc. Thus, GSTR3B does not require invoice-wise
data of outward supplies.
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(iv) GSTR-3B can be submitted electronically through the common portal, either directly or through
a Facilitation Centre notified by the Commissioner. Further, a Nil GSTR-3B can be filed through
an SMS using the registered mobile number of the taxpayer.

(v) GSTR-3B can be filed monthly or quarterly.
(vi) Due date for filing return
(vii) A registered person shall not be allowed to furnish return in Form GSTR-3B for the current tax
period, if he has not furnished the details of outward supplies in Form GSTR-1 or return in Form
GSTR-3B for any of the previous tax periods.
(viii) Monthly GSTR-3B - on or before 20™ of the month succeeding the month for which return is
furnished.

(ix) Quarterly GSTR-3B - on or before 22™ or 24™ of the month succeeding the quarter for which
return is furnished in case of a taxpayer opting for QRMP scheme.

Contents of GSTR-3B

Basic Details _ Other details relating to supply
o GSTIN o Summarised details of outward supplies and
o Legal name of the registered person inward supplies liable to reverse charge
o Tax period o Summarised details of inter State-supplies made

to unregistered persons, composition taxable
persons and UIN holders

a Eligible ITC

o Values of exempt, nil-rated and non-GST inward
supplies

o Payment of tax

a TDS/TCS credit

R G R O Every registered person paying taxundersection 10 i.e. compositionsupplier
file GSTR- 4 are required to file an annual return in FORM GSTR-4:

Quarterly The persons required to file GSTR-4 are also required to furnish a statement
statement for in the FORM GST CMP-08 containing details of payment of self assessed tax,
payment of self- for every quarter (orpart of the quarter), by 18" day of the month succeeding
assessed tax: such quarter.

BTG BN e i ) GSTR-4 for a financial year should be furnished by 30 April of the succeeding
GSTR-4 financial year.

e een B EHE o Composition taxpayers are neither entitled for any ITC nor entitled to

of outward supplies pass on any input tax credit to its customers (registered /unregistered).

o Therefore, composition taxpayers are required to provide consolidated
details of outward supplies in GSTR-4 (Tahle 6) and not invoice-wise
details.

o However, details of inter-State and intra-State inward supplies received
from registered and unregistered persons are to be provided invoice wise.
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it ianayaaaiiv i If a registered person opts to pay tax under composition scheme from the

forthe period beginning of a financial year, he will, where required, furnish statements/return

priorto opting relating to the period prior to paying tax under composition scheme till

for composition o the due date of furnishing the return for the month of September of the

scheme succeeding financial year, or

o furnishing of annual return of the preceding financial year, whichever is
earlier

A registered person opting to withdraw from the composition scheme at
his own motion or where option is withdrawn at the instance of the proper
officer will, where required, furnish-

1. GST CMP-08 relating to the period prior to his exiting from composition
scheme till 18™ of the month succeeding the quarter in which the date
of withdrawal /cessation falls

2. GSTR-4 relating to the period prior to his exiting from composition
scheme 30™ April following the end of the financial year during which
such withdrawal /cessation falls

NIL CMP-08 A Nil GST CMP-08 can be filed through an SMS using the registered mobile
number of the taxpayer. A Nil GST CMP-08 submitted through SMS is verified
by registered mobile number-based OTP facility.

Contents of GSTR- 4

Basic Details Other details relating to supply
o GSTIN o Invoice-wise details of all inward supplies (i.e., intra and
o Legal name of the registered interState supplies and from registered and unregistered
person persons) including reverse charge supplies and import of

services

o Summary of self-assessed liability as per GST CMP-08 (Net of
advances, credit & debit notes and any other adjustments due
to amendments etc.)

o Tax rate wise details of outward supplies/inward supplies
attracting reverse charge (Net of advances, credit & debit
notes and any other adjustments due to amendments etc.) -
Consolidated details of outward supplies

o Tax period

o Payment of tax, interest, late fee etc
o Refund Claimed
a TDS/TCS credit

Monthly return Asimplified monthly tax return has been prescribed in Form GSTR-
5fora NRTP foreverycalendar month orpartthereof. The details of
outward supplies and inward supplies of a NRTP are incorporated
in GSTR-5.
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GSTR-5 should be furnished within 13 days after the end of the
calendar month or within 7 days after the last day of validity period
of the registration, whichever is earlier.

| A NRTP should pay the tax, interest, penalty, fees or any other
17| amount payable underthe GST law till the last date of filing GSTR-5.

Manner of dealing with difference in ITC available in auto-generated statement containing the
details of ITC and that availed in return prescribed [New rule 88D introduced]

Where the amount of ITC availed by a registered person in the return for a tax period(s) furnished by
him in Form GSTR-3B exceeds the ITC available to such person in accordance with the auto-generated
statementcontainingthedetails of ITC inFormGSTR-2B inrespectofthe said taxperiod(s), by specified
amount and percentage, the said registered person shall be given an intimation in prescribed form
electronically on the common portal, and a copy of such intimation shall also be sent to his e-mail
address provided at the time of registration or as amended from time to time. Said intimation shall
highlight the said difference and will direct him to —

(a) pay an amount equal to the excess ITC availed in the said Form GSTR- 3B, along with interest
payable under section 50, through prescribed form, or

(b) explain the reasons for the aforesaid difference in ITC on the common portal, within a period of
7 days.

Such registered person shall, upon receipt of said intimation, either,

(a) pay an amount equal to the excess ITC, as specified in intimation, fully or partially, along with
interest payable, through prescribed form and furnish the details thereof, electronically on the
common portal, or

(b) furnish a reply, electronically on the common portal, incorporating reasons in respect of the
amount of excess ITC that has still remained to be paid, within 7 days’ period.

Where any amount specified in the intimation remains to be paid within 7 days’ period and where no
explanation/reason is furnished by the registered person in default or where the explanation/reason
furnished by such person is not found to be acceptable by the proper officer, the said amount shall be
liable to be demanded in accordance with the provisions of section 73 /section 74.

B QRMP SCHEME

1. QRMP Scheme is an optional return filing scheme, introduced for small taxpayers having aggregate
annual turnover (PAN based) of up to X 5 crore in the current and preceding financial year to
furnish their Form GSTR-1 and Form GSTR-3B on a quarterly basis while paying their tax on a
monthly basis through a simple challan.

2. Opting for the QRMP scheme is GSTIN wise. Distinct persons can avail QRMP scheme options for
one or more GSTINs. It implies that some GSTINs for a PAN can opt for the QRMP scheme and
remaining GSTINs may not opt for the said scheme.

3. Conditions and restrictions:

(a) Registered persons under QRMP scheme must have furnished the return for the preceding
month, as due on the date of exercising such option. A registered person shall not be eligible to
opt for QRMP scheme if he has not furnished the last return due on the date of exercising such
option.
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(b)

(c)
(d)

Eg. If a registered person intending to avail of QRMP scheme for the quarter ‘July to September’
is exercising his option on 27% July for the said quarter, he must have furnished the return for
the month of June.

Registered persons under QRMP scheme are not required to exercise the option every quarter.
Where such option has been exercised once, they shall continue to furnish the return as per the
selected option for future tax periods, unless they revise the said option.

A registered person intending to opt for QRMP scheme for any quarter shall indicate his
preference for furnishing of return on a quarterly basis from 1°* day of the 2™ month of the
preceding quarter till the last day of the 15" month of the quarter for which the option is being
exercised.

Eg. A registered person intending to avail of QRMP scheme for the quarter ‘July to September’
can exercise his option from 1% May to 31° July.

However, where such option has been exercised once, the said registered person shall continue
to furnish the return on a quarterly basis for future tax periods, unless he:

becomes ineligible for this scheme as per the conditions and restrictions notified in this regard; or
opts for furnishing of return on a monthly basis, electronically, on the common portal.

Option of QRMP Scheme to Lapse

In case where a registered person’s aggregate turnover crosses X5 crore during a quarter in a financial
year, he shall not be eligible for furnishing of return on quarterly basis from the first month of the
succeeding quarter. He shall opt for furnishing of return on a monthly basis, electronically, on the
common portal, fromthe first month of the quarter, succeeding the quarter during which his aggregate
turnover exceeds I5 crore.

The facility for opting out of the scheme for a quarter will be available from 1°* day of 2°¢ month of
preceding quarter to the last day of the 1" month of the quarter.

4, Form and manner of furnishing details of outward supplies - GSTR-1

(a)

(b)

(c)

(d)

(e)
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Taxpayers opting for QRMP scheme may furnish the details of such outward supplies to a
registered person, as he may consider necessary, for the 1° and 2™ months of a quarter, using
invoice furnishing facility (hereafter referred to as the “IFF”). Invoices pertaining to the last
month of a quarter are to be uploaded in GSTR-1 only.

The facility of furnishing details of invoices in IFF has been provided so as to allow details of
such supplies to be duly reflected in the Form GSTR-2ZA and Form GSTR-2B of the concerned
recipient. In case where a buyer has made purchases from a person opting for QRMP scheme,
he could not have claimed full ITC but due to introduction of IFF, such delay will not occur as
the details submitted using IFF will be reflected inthe GSTR-2A, GSTR-2B, GSTR-4A or GSTR-6A
of the recipients, as the case may be.

The IFF is not mandatory, but an optional facility made available to the registered persons
under the QRMP scheme.

Taxpayers using IFF can upload the invoice details up to a cumulative value of ¥50 lakh in each
of the first 2 months of the quarter.

The invoices are to be furnished in IFF between the 15t day of the succeeding month till the 13
day of the succeeding month. After the 13 of the month, this facility for furnishing IFF for the
previous month would not be available.




(f) The details of invoices furnished using IFF in the first 2 months of the quarter are not required
to be furnished again in GSTR-1 for the said quarter.

Eg. A registered person who has availed the QRMP scheme wants to declare 2 invoices out of
the total 10 invoices issued in the 15! month of quarter since the recipient of supplies covered
by those 2 invoices desires to avail ITC in that month itself. Details of these 2 invoices may be
furnished using IFF.

The details of the remaining 8 invoices shall be furnished in Form GSTR-1 of the said quarter.
The two invoices furnished in [FF shall be reflected in Form GSTR-2B of the concerned recipient
of the 1" month of the quarter and remaining 8 invoices furnished in Form GSTR-1 shall be
reflected in Form GSTR-2B of the concerned recipient of the last month of the quarter.

(g) In the IFF, the taxpayer has to submit the B2B (business to business) invoice details of both
inter-State and intra-State supply transactions along with debit and credit notes of the B2B
invoices issued during the month. The details of outward supplies furnished using IFF shall
include the -

(1) invoice wise details of inter-State and intra-State supplies made to the registered persons;
(if) debit and credit notes, if any, issued during the month for such invoices issued previously.

(h) However, if a registered person does not opt to upload invoices using IFF, then he has to upload
invoice details for all the 3 months of the quarter in Form GSTR-1.

(1) The details of outward supplies of goods and /or services furnished in Form GSTR-1 shall include the:

Invoice-wise Details Consolidated Details Debit and Credit Notes

Inter-State and Intra-State | Intra-State supplies made to|Issued during the month for
supplies made to registered | unregistered persons for each | invoices issued previously
persons rate of tax

Inter-State supplies made | Inter-State supplies made to
to unregistered persons|unregistered persons with
with invoice value exceeding | invoice value up to 32,50,000
22,50,000 for each rate of tax separately
for each State

5. Form and manner of filing return - GSTR-3B [Rule 61 substituted with a new rule]

1. Every registered person, other than an input service distributor or a non-resident taxable
person or a composition taxpayer, a person deducting tax at source, a person collecting tax at
source, i.e. an electronic commerce operator and supplier of OIDAR services located in non-
taxable territory providing such services to non- taxable online recipient, is required to furnish
a return in Form GSTR-3B, electronically.

2. Due date for filing return
In case of a taxpayer opting for QRMP scheme - Quarterly GSTR-3B on or before 22 or 24% of
the month succeeding the quarter for which return is furnished.
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220 day

Registered persons whose principal place of business is in the States of Chhattisgarh, Madhya
Pradesh, Gujarat, Maharashtra, Karnataka, Goa, Kerala, Tamil Nadu, Telangana, Andhra Pradesh,
Union territories of Daman & Diu & Dadra & Nagar Haveli, Puducherry, Andaman and Nicobar
Islands or Lakshadweep.

24 day

Registered persons whose principal place of business is in the States of Himachal Pradesh,
Punjab, Uttarakhand, Haryana, Rajasthan, Uttar Pradesh, Bihar, Sikkim, Arunachal Pradesh,
Nagaland, Manipur, Mizoram, Tripura, Meghalaya, Assam, West Bengal, Jharkhand or Odisha,
the Union territories of Jammu and Kashmir, Ladakh, Chandigarh or Delhi.

In case of other taxpayers — Monthly GSTR-3B on or before 20 of the month succeeding the
month for which return is furnished.

6. Monthly payment of tax

The registered person under the QRMP Scheme would be required to pay the tax due in 1** month
or 24 month or both the months of the quarter by depositing the tax due17 in Form GST PMT-06.
The payment is to be made by the 25™ day of the month succeeding such month.

While generating the challan, taxpayers should select “Monthly payment for quarterly taxpayer”
as reason for generating the challan. The said person can use any of the following two options
provided below for monthly payment of tax during the first 2 months -

Fixed sum method: If a taxpayer chooses this option, a facility is available on the GST portal for
generating an auto-generated /pre-filled challan in Form GST PMT-06. The challan amount is
calculated by the system which cannot be edited. The amount is equal to:

(1)

(if)

35% of the tax paid in cash in the return for the preceding quarter where the return was
furnished quarterly; or 100% of tax liability paid in cash in the return for the last month of the
immediately preceding quarter where the return was furnished monthly

However, no such amount may be required to be deposited-

(a) For the 1% month of the quarter, where the balance in the electronic cash ledger/electronic
credit ledger is adequate for the tax liability for the said month or where there is nil tax
liability;

(b) For the 2™ month of the quarter, where the balance in the electronic cash ledger/electronic
credit ledger is adequate for the cumulative tax liability for the 15t and the 24 month of the
quarter or where there is nil tax liability.

Monthly tax payment through this method would not be available to those registered persons
who have not furnished the return for a complete tax period preceding such month.

A complete tax period means a tax period in which the person is registered from the first day
of the tax period till the last day of the tax period.

Self-Assessment Method: The said persons, in any case, can pay the tax due by considering
the tax liability on inward and outward supplies and the input tax credit available, in Form GST
PMT-06. In order to facilitate ascertainment of the [TC available for the month, anauto-drafted
input tax credit statement has been made available in Form GSTR-2B, for every month.

7. Applicability of interest

Q
Q
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For registered person making payment of tax by opting Fixed Sum Method

No interest would be payable in case the tax due is paid in the first 2 months of the quarter by
way of depositing an auto calculated fixed sum amount by the due date.




o In case such payment of tax by depositing the system calculated amount in Form GST PMT-06
is not done by the due date, interest would be payable at the applicable rate, fromthe due date
of furnishing Form GST PMT-06 till the date of making such payment.

o Further, in case Form GSTR-3B forthe quarter is furnished beyond the due date, interest would
be payable as per the provisions of section 50 of the CGST Act for the tax liability net of ITC.

Eg. Aregistered person, who has opted for the QRMP Scheme, had paid a total amount of 100 /- in
cash as tax liability in the previous quarter of October to December. He opts to pay tax under fixed
sum method. He therefore pays ¥35/- each on 25% February and 25" March for discharging tax
liability for the first 2 months of quarter viz. January and February.

In his return for the quarter, it is found that total liability for the quarter net of available credit
was T125, but he filed the return on 30* April. Interest would be payable at applicable rate on 355
[X125 - 370 (deposit made in cash ledger in first and second month)] for the period between due
date of quarterly GSTR 3B and 30" April.

For registered person making payment of tax by opting Self- Assessment Method

Interest amount would be payable as per the provision of section 50 of the CGST Act for tax or any
part thereof (net of ITC) which remains unpaid /paid beyond the due date for the first 2 months of
the quarter.

Due Date for Payment of Tax

1.

Due dates for payment of tax in respect of the persons required to file GSTR 3B and GSTR-5 are
linked with the due dates for filing of such returns i.e., the last dates (due dates) of filing such
returns are also the due dates for payment of tax in respect of persons required to file such returns.

However, due dates for payment of tax in respect of the persons required to file quarterly GSTR-3B
under QRMP Scheme is delinked.

. Personspaying tax under composition scheme u/s 10 & 10(2A) the due date for payment of tax and

filing of GSTR-4 is delinked. They are required to pay tax quarterly by 18™ of the month succeeding
such a quarter.

. NRTPs or casual taxable persons are required to make advance deposit of an amount equivalent

to their estimated tax liability for the period for which registration is sought or extension of
registration is sought in terms of section 27(2).

. Every registered person required to furnish return12 shall, discharge their liability towards tax,

interest, penalty, fees or any other amount payable under GST law by debiting the electronic cash
ledger or electronic credit ledger and include the details in the return.

Rectification of Errors/Omissions [Section 39(9)]
1.

Omission or incorrect particulars discovered in the returns filed u/s 39 canbe rectified inthe return
to be filed for the tax period 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.

1. However, rectification is not allowed where error or omission is discovered on account of
scrutiny, audit, inspection or enforcement activities by tax authorities.

2. Time limit for rectification of error or omission in GSTR
(@) 30th November of the succeeding Financial year or
(b) Actual Date of filing of annual return of the relevant FY, whichever is earlier
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First Return [Section 40]

1. When a person becomes liable to registration, he may apply for registration within 30 days of
becoming liable. Thus, there might be a time lag between a person becoming liable to registration
and grant of registration certificate.

2. During the pendency of registration, such person might have made the outward supplies, i.e. after
becoming liable to registration but before grant of the certificate of registration.

3. Section 40 provides that registered person shall declare his outward supplies made during said
period in the first return furnished by him after grant of registration.

Annual Return [Section 44 read with rule 80 of the CGST Rules]

Who is Required All registered persons are required to file an annual return. However,

to Furnish Annual following persons are not required to file the annual return:

Return (i) Casual taxable persons.

(if) Non-resident taxable person

(iif) Inputservice distributors and

(iv) Persons authorised to deduct/collect tax at source under section
51/52

(v) Person supplying OIDAR services from a place outside India to a
person in India

Due Date The annual return for a financial year needs to be filed by 31°*
December of the next financial year.

Form for Annual Regular Supplier - GSTR 9
Return Composition supplier - GSTR 9A

Other Point Every registered person who is required to get his accounts audited under
section 35(5) shall also furnish electronically a copy of audited annual
accounts and a self certified reconciliation statement in the prescribed
form along with the annual return.

Final Return [Section 45 read with rule 81 of the CGST Rules]

Who is Required to Every registered person who is required to furnish return u/s 39(1) and
ity alikl B ity (i whose registration has been surrendered or cancelled is required to file a
final return electronically in Form GSTR-10 th rough the common portal.

Time-limit for The final return has to be filed within 3 months of the:

Furnishing Final (i) Date of cancellation or

Return (if) Date of order of cancellation whichever is later
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GSTR 11 - Details of inward supplies of persons having UIN [Rule 82 of the CGST Rules]

When UIN is Issued Such person shall furnish the details of the inward supplies of taxable
BTt ooods and /or services on which refund of taxes has been claimed, in Form
of taxes paid on GSTR-11, along with application for such refund claim

inward supplies

UIN is Issued for Such person shall furnish the details of inward supplies of taxable
AUy eEERR Y [0 B goods and for services as may be required by the proper officer in Form
Refund GSTR-11.

B DEFAULT/DELAY IN FURNISHING RETURN [SECTIONS 46 & 471

Notice to Return A notice in prescribed form shall be issued, electronically, to a registered
BIa BRI s el B Eten o 2 10 person who fails to furnish return under

=GR BV RG] o section 39 [Normal Return] or
the CGST Rules]

o section 44 [Annual Return] or
o section 45 [Final Return] or
o section 52 [TCS Statement].

The notice would require the registered person to furnish the return
within 15 days.

Late fees levied for delay in filing return [Section 47]
For Delayed Filing Of GSTR-1 And /Or GSTR-3B (Returns By A Regular Supplier)

Registered Persons Who Have Nil Lower of the Following Two:
Outward Supplies In The Tax Period; or o 100 for every day during which such failure
Registered Persons Whose Total continues; or
Amount Of Tax Payable As Per GSTR-3B o T250.
Is Nil
Other Cases:
Aggregate Turnover of Preceding Lower of the Following Two:
Financial Year Doesn’t Exceed 1.5 Cr o 100 for every day during which such failure
continues; or
o 31,000.
Aggregate Turnover of Preceding Lower of the Following Two:
Financial Year Exceeds 31.5 Cr But o %100 for every day during which such failure
Doesn’t Exceed X5 Cr continues: or '
o 32,500.
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Aggregate Turnover of Preceding Lower of the Following Two:

Financial Year Exceeds X5 Cr o 3100 for every day during which such failure
continues; or

o 5,000.

For Delayed Filing of GSTR-4 (Return By A Composition Supplier)
In case of delayed filing of GSTR-4, the amount of late fee payable u/s 47 of the CGST Act shall be
determined as follows:
Total Tax Payable As Per GSTR-4 Is Nil ERelT7iatel a1 [Re) ()71 sTo R7/oT
o 100 for every day during which such failure
continues; or
o 3250.

Total Tax Payable As Per GSTR-4 Is Lower of the Following Two:

NOT Nil o 100 for every day during which such failure
continues; or

o 1,000

For Delayed Filing of GSTR-5 (Returns By A NRTP) And GSTR-10 (Final Return)

In case of delayed filing of GSTR-5/GSTR-10, LOWER of the following two amounts is required to be
paid as late fee u/s 47 of the CGST Act:

o 100 for every day during which such failure continues; or
o 35,000.
For Delayed Filing of GSTR-9 (Annual Return)

A registered person who fails to furnish the annual return u/s 44 by the due date is required to pay
LOWER of the following two amounts as late fee u/s 47 of the CGST Act:

o 100 for every day during which such failure continues; or

o 0.25% of turnover of registered persons in the State /Union Territory.

Note: An equal amount of late fee would be payable by such person under the respective SGST/
UTGST Act as well. ' '
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