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Composition Scheme Chapter 6A

Will your answer change, if the turnover of the showroom was ¥ 70 lakh and receipts of the interior
decorators service was ¥ 22 Lakh in the preceding financial year?

Also discuss whether it is possible for M/s. Ginny and John Company to opt for composition scheme
only for showroom?

Answer: A registered person, whose aggregate turnover in the preceding financial year did not exceed ¥ 1.5
crore [X 75 lakh in case of 8 special category States], may opt for composition scheme vide section 10 of
CGST Act, 2017.

However, he shall not be eligible to opt for composition scheme if, he is engaged in the supply of services
other than restaurant services.

But as per latest amendment other services can also be provided within the limit which is as follows — 10% of
aggregate turnover or ¥ 5,00,000 whichever is higher.

In the present case aggregate turnover is 3 102 lakh.

10 % of ¥ 102 lakh will be ¥ 10.2 lakh

Now limit for other services will be ¥ 10.2 lakh or ¥ 5 lakh whichever is higher ie ¥ 10.2 lakh

In actual other services provided by M/s. Ginny and John Company is 322 lakh which exceeds ¥ 10.2 lakh

In the given case, since M/s Ginny and John Company is engaged in supply of other service which is in
excess, it is not eligible to opt for composition scheme irrespective of its turnover in the preceding financial
year.

Therefore, the answer will remain the same i.e., the company will not be eligible to opt for composition
scheme even with the change in the turnovers as given in the second case.

Further, where more than one registered persons are having the same Permanent Account Number, the
registered person shall not be eligible to opt for composition scheme unless all such registered persons opt to
pay tax under composition scheme.

Therefore, the answer will not change in the third case also as all the registrations under the same PAN are
required to opt for composition scheme and since the supply of interior decorator service is ineligible for
composition scheme, supply of readymade garments too becomes ineligible for composition scheme.

Question 26: “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 :-

S. No. | Quarter Amount

(X in lakh)
1 April,2020-June, 2020 20
2 July,2020-September,2020 30
3 October,2020-December,2020 40

You may assume the applicable tax rate as 18%. Wedding Bells wishes to pay tax at a lower 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?

Answer: 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 in the 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. A registered
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
composition scheme for services.
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Chapter 6A Composition Scheme

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 [3 20 lakh] shall be excluded. On next ¥ 30 lakh [turnover of
July,2020 — September, 2020 quarter], it shall pay tax @ 6% [3% CGST and 3% SGST].

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 the 1% 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 GST rate Turnover GST payable
[CGST + SGST] (X in lakh) (X in lakh)

1 April, 2020 — June, - 20 -
2020

2 July, 2020 — September, 6% 30 1.8
2020

3 October, 2020 — 18% 40 7.2
December, 2020

Question 27: Examine whether the suppliers are eligible for 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?

(a) M/s Devlok, a registered dealer, is dealing in intra-State trading of electronic appliances in Jaipur
(Rajasthan). It has turnover of ¥ 130 lakh in the 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 also started dealing in intra-State trading of beverages in Jaipur (Rajasthan).

(c) M/s Indra & bro, a registered dealer, is providing restaurant services in Uttarakhand. It has
turnover of ¥ 70 lakh in the preceding financial year. It has started providing intra-State interior
designing services in the 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.

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

(a) Manufacturer,

(b) Persons engaged in making supplies referred to in clause (b) of paragraph 6 of Schedule Il (restaurant
services), and

(c) Any other supplier eligible for composition levy.
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Composition Scheme Chapter 6A

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 upto ¥ 50 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 ¥ 50 lakh made
on/after 1st April in any financial year (FY), subject to specified conditions vide Notification No. 2/2019 CT
(R) dated 07.03.2019 as amended. One of such condition 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 answer to the given independent cases is as under:-

(@) The turnover limit for 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 than ¥1.5 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 ¥ 5 lakh, whichever is higher, in the
current financial year, M/s Devlok can supply repair services up to a value of ¥13 lakh [10% of 130
lakh or %5 lakh, whichever is higher] in the current financial year.

(b) In the given case:—
(i) the turnover 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.

(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) is available in case of a registered
person whose aggregate turnover in the preceding financial year does not exceed ¥ 50 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 in the 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
Notification No. 2/2019 CT (R) dated 07.03.2019.
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Reverse Charge Mechanism

Question 28: State, with reason, person liable to pay GST in each of following independent cases.
Assume recipient is located in taxable territory.
(i) Rental income received by Tamil Nadu State Government from renting an immovable property
to Mannappa Pvt. Ltd. (Turnover of the company was ¥ 22 lakhs in the preceding F. Y.)
(i) Legal Fees received by Mr. Sushrut, a senior advocate, from M/s. Tatva Trading Company
having turnover of ¥ 50 lakhs in preceding F. Y.

Answer

(i) GST is payable on reverse charge basis on services supplied by the State Government to a business
entity located in taxable territory. However, reverse charge on supply of renting of immovable
property service applicable when Recepient is registered. In the given case since turnover of
Mannappa Pvt. Ltd. Exceeds ¢ 22 lakh means Recepient is registered person hence reverse charge
will be applicable.

Therefore, in the given case, person liable to pay GST is recepont ie Mannappa Pvt. Ltd.

(i) GST on legal services supplied by a senior advocate [Mr. Sushrut] to any business entity [M/s. Tatva
Trading Company] located in the taxable territory is payable on reverse charge basis.

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

Question 29: Mr. Vicky Frankyn, an unregistered famous author, received ¥ 3 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.

Answer: 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 fulfill the following
conditions:
(i) since he is unregistered, he has to first take registration under the CGST Act, 2017
(if) he needs to file a declaration, in the prescribed form, that he exercises the option to pay CGST on
the said service under forward charge in accordance with section 9(1) of the CGST Act and to
comply with all the provisions as they apply to a person liable for paying the tax in relation to the
supply of any goods and/or services and that he shall not withdraw the said option within a period
of 1 year from the date of exercising such option;

(iii) he has to make a declaration on the invoice, which he would issue to SBP, in prescribed form.

<



Reverse Charge Mechanism Chapter 7

Question 30: In the following independent cases, decide, who is liable to pay GST, if any.
You may assume that recipient is located in the taxable territory.

(i)

(i)

'Veer Transport', 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.
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 book .
ignore exemption if any.

Nov 2020 Marks 4

Answer:

(i)

(i)

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.

Supply of services by an author by way of transfer of a copyright covered under section 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.
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Invoices

Question 31: MBM Caretakers, a registered person, provides the services of repair and maintenance
of electrical appliances. On April 7, it has entered into an annual maintenance contract with P for its
Air Conditioner and Washing Machine. As per the terms of contract, maintenance services will be
provided on the first day of each quarter of the relevant financial year and payment for the same will
also be due on the date on which service is rendered. During the year, it provided the services on April
1, July 1, October 1, and January 1 in accordance with the terms of contract. When should MBM
Caretakers issue the invoice for the services rendered?

Answer: Continuous supply of service means, inter alia, supply of any service which is provided, or agreed
to be provided continuously or on recurrent basis, under a contract, for a period exceeding 3 months with the
periodic payment obligations.

Therefore, the given situation is a case of continuous supply of service as repair and maintenance services
have been provided by MBM Caretakers on a quarterly basis, under a contract, for a period of one year with
the obligation for quarterly payment.

In terms of section 31, in case of continuous supply of service, where due date of payment is ascertainable
from the contract (as in the given case), invoice shall be issued on or before the due date of payment.
Therefore, in the given case, MBM Caretakers should issue quarterly invoices on or before April 1, July 1,
October 1, and January 1.

Question 32: Chidanand Products Pvt. Ltd. started its business of supply of goods on 1st August, 2017.
It's turnover exceeds ¥ 20,00,000 on 5th September, 2017. It applied for registration on 28th
September, 2017 & granted registration certificate on 6th October, 2017. Guide the company regarding
invoices to be issued between 5th September, 2017 to 6th October, 2017 to registered dealers. Further it
had also made supplies to unregistered dealers in that period. How it can raise invoices?

Answer: A supplier whose aggregate turnover in a financial year exceeds X 20 lakh in a State/UT is liable to
apply for registration within 30 days from the date of becoming liable to registration (i.e, the date of crossing
the threshold limit of ¥ 20 lakh) vide section 22 of CGST Act, 2017.

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.

Every registered person who has been granted registration with effect from a date earlier than the date of
issuance of registration certificate to him, may issue revised tax invoices in respect of taxable supplies
effected during this period within 1 month from the date of issuance of registration certificate.

In view of the aforesaid provisions, Chidanand Products Pvt. Ltd may issue revised tax invoices against the
invoices already issued during the period between effective date of registration (5th September, 2017) and the
date of issuance of registration certificate (6th October, 2017), within 1 month from 6th October, 2017.
Further, Chidanand Products Pvt. Ltd may issue a consolidated revised tax invoice in respect of all taxable
supplies made to unregistered dealers during such period.

Question 33: ABC Ltd., a registered supplier has made following taxable supplies to its customer Mr.
P in the quarter ending 30th June, 20XX.

Date Bill No. Particulars Invoice value
(including GST) [R]
5th April, 20XX 102 Notebooks [10 in numbers] 1,200
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Invoices Chapter 8

10th May, 20XX 197 Chart Paper [4 in number] 600
20th May, 20XX 230 Crayon colors [2 packets] 500
2nd June, 20XX 254 Poster colors [5 packets] 900
22nd 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?

Answer: Where one or more tax invoices have been issued for supply of any goods and/or services and

(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/or services 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.

Question 34: 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 ¥ 300 crore and ¥ 250 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 explain the advantages of e-
invoicing, if any.

Answer: 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 ¥ 10 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 ¥ 10 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:-

(i) 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.

(if) 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.

(iii) Early payment. E-invoicing facilitates standardisation and inter-operability leading to reduction of
disputes among transacting parties and thus, improving payment cycles.

(iv) Cost reduction. E-invoicing helps in reducing processing costs and thus, leads to improvement of
overall business efficiency.

(v) Reduction of tax 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

gvasion.
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(vi) 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 biggest 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.

(vii) Paper Elimination. E-invoicing helps in paper elimination and thereby it is eco-friendly.

Question 35: ABC Cinemas, a registered person engaged in making supply of services by way of
admission to exhibition of cinematograph 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 C GST Rules, 2017.
During the month of October, 2019, the Department raised 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

Jan 2021 Marks

Answer: The procedure to 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:—

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.
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Time of Supply

Question 36: Chiku Traders is a registered supplier of plastic goods. On 10th April, 20XX, Chiku
Traders received an order from Neelu Traders for supply of a consignment of plastic goods. Chiku
Traders gets the consignment ready by 15th April, 20XX. The invoice for the consignment was issued
the next day, 16th April, 20XX. Neelu Traders collects the consignment from the godown of Chiku
Traders on 25th April, 20XX and hands over the cheque towards payment on the same date. The said
payment is entered in the books of accounts of Chiku Traders on 26th April, 20XX and amount is
credited in their bank account on 27" April, 20XX.

Determine the time of supply of the plastic goods supplied by Chiku Traders to Neelu Traders as per
the provisions of CGST Act, 2017.

Answer: In terms of section 12(2) of the CGST Act, the time of supply of goods is the earlier of the date of
issue of invoice/last date on which the invoice is required to be issued or date of receipt of payment.
However, Notification No. 66/2017 CT dated 15.11.2017 specifies that a registered person (excluding
composition supplier) has to pay GST on the outward supply of goods at the time of supply as specified in
section 12(2)(a) of the CGST Act, 2017, i.e. date of issue of invoice or the last date on which invoice ought to
have been issued in terms of section 31.

As per section 31(1), the invoice in case of supply of goods needs to be issued either before or at the time of
removal/delivery of goods.

In this case, the invoice is issued before the removal of the goods and is thus, within the time limit prescribed
under section 31(1). Therefore, time of supply is the date of issue of invoice, which is 16th April, 20XX.

Question 37: Hodu Ltd., Mumbai, holds 51% of shares of Wanky Inc., a USA based company. Wanky

Inc. provides business auxiliary services to Hodu Ltd. From the following details, determine the time of
supply of service provided by Wanky Inc:

Agreed consideration US $1,00,000
Date on which services are provided by Wanky Inc. 16th June

Date on which invoice is issued by Wanky Inc. 19th August
Date of debit in the books of account of Hodu Ltd. 30th September
Date on which payment is made by Hodu Ltd. 23rd December

Answer: Since Hodu Ltd. holds 51% shares of Wanky Inc., Hodu Ltd. and Wanky Inc. are ‘associated
enterprises’ as per section 92A of the Income-tax Act, 1961. As per second proviso to section 13(3) of the
CGST Act, 2017, in case of supply by associated enterprises, where the supplier of service is located outside
India, the time of supply is the earlier of the following two dates:

Date of entry in the books of account of the recipient of supply [which is Hodu Ltd. | 30th September
in the present case]

OR
Date of payment [by Hodu Ltd. in the present case] 23rd December
Thus, time of supply is 30th September.
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Question 38:

(i) An order is placed to T & Co;, Sholapur on 18th August, 2021 for supply of fabrics to make
garments. Company delivered the fabrics on 4th September, 2021 and after completion of the
order issued the invoice on 15th September, 2021. The payment against the same was received
on 30th September, 2021.

Determine the time of supply for the purpose of payment under CGST Act, 2017 with your
explanations.

(i) HM Industries Ltd. engaged the services of a transporter for road transport of a consignment
on 20th May, 2021. However, the consignment could not be sent immediately on account of a
strike in the factory, and instead was sent on 20th July 2021. Invoice was received from the
transporter on 20th June 2021 and payment was made on 25th August 2021.

What is the time of supply of the transporter’s service?
Dec 2021 Marks 5

AHSWGI’

(i) The time of supply of goods (where movement of goods involve) (fabric) for the purpose of payment of
tax is the date of issue of invoice or the last date when the invoice ought to have been issued.

Further, a registered person is required to issue a tax invoice before or at the time of delivery of goods or
making available thereof to the recipient.

Thus, in the given case, time of supply is 4th September, 2021.

(ii) Alternative 1: Assuming that services of transportation of goods by road have been provided by a GTA
which has not paid GST @ 12%; i.e. GST is payable @ 5%.

Tax on supply of transportation of goods by road services provided by a Goods Transport Agency
(GTA) to a body corporate is payable under reverse charge by such body corporate.

Time of supply of services taxable under reverse charge is earliest of:-
(a) date of making payment, or
(b) 61st day from the date of issue of invoice by supplier
Thus, in the given case, time of supply is earlier of
(a) 25th August
or
(b) 20th August 2021 (61st day from 20th June)
Thus, in the given case, time of supply 20th August 2021

Alternative 2: Assuming that services of transportation of goods by road have been provided by a GTA
which has paid GST @ 12%. Thus, GST is payable under forward charge.

The time of supply of services in case where the invoice is issued within 30 days of provision of service
is the earlier of date of invoice or date of receipt of payment.

Thus, in the given case, time of supply is 20th June, 2021.
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Registration

Question 39: The aggregate turnover of Sangri Services Ltd., Delhi exceeded ¥ 20 lakh on 12th
August. He applied for registration on 3rd September and was granted the registration certificate on
6th 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 period for issuance of Revised Tax
Invoices.

Answer: 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 ¥ 20 lakh on
12th August, it became liable to registration on same day. Further, it applied for registration within 30 days of
so becoming liable to registration, the effective date of registration is the date on which he becomes liable to
registration, i.e. 12th 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 of taxable
supplies effected during the period starting from the effective date of registration (12th August) till the date of
issuance of certificate of registration (6th September) within 1 month from the date of issuance of certificate
of registration, i.e. on or before 6th October.

Question 40: Examine whether the supplier is liable to get registered in the following independent
cases:-
() Happy Ltd. of Himachal Pradesh is exclusively engaged in intra-State supply of pan masala.
It’s aggregate turnover in the current financial year is I 24 lakh.
(i) Akki Ltd. of Assam is exclusively engaged in intra-State supply of taxable services. It’s
aggregate turnover in the current financial year is ¥ 25 lakh.
(iif) Aaru Ltd. of Assam is engaged in intra-State supply of both taxable goods and services. It’s
aggregate turnover in the current financial year is ¥ 30 lakh.

Answer: As per section 22 of the CGST Act, 2017 read with Notification No. 10/2019 CT dated 07.03.2019,
a supplier is liable to be registered in the State/Union territory from where he makes a taxable supply of
goods and/or services, if his aggregate turnover in a financial year exceeds the threshold limit. The threshold
limit for a person making exclusive intra-State taxable supplies of goods is as under:-
(a) ¥ 10 lakh for the Special Category States of Mizoram, Tripura, Manipur and Nagaland.
(b) T 20 lakh for the States of States of Arunachal Pradesh, Meghalaya, Puducherry, Sikkim, Telangana
and Uttarakhand.
(c) T 40 lakh for rest of India. However, the higher threshold limit of 40 lakh is not available to persons
engaged in making supplies of ice cream and other edible ice, whether or not containing cocoa, Pan
masalas and Tobacco and manufactured tobacco substitutes, Bricks and earthen/ Roofing Tiles.
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The threshold limit for a person making exclusive taxable supply of services or supply of both goods and
services is as under:—

(@) ¥ 10 lakh for the Special Category States of Mizoram, Tripura, Manipur and Nagaland.

(b) R 20 lakh for the rest of India.

In the light of the afore-mentioned provisions, the answer to the independent cases is as under:-

(i) Happy Ltd. being exclusively engaged in supply of pan masala is not eligible for higher threshold
limit of ¥40 lakh. The applicable threshold limit for registration in this case is 20 lakh. Thus, Happy
Ltd. is liable to get registered under GST.

(i) Though AKkKki Ltd.is dealing in Assam, it is not entitled for higher threshold limit for registration as
the same is applicable only in case of exclusive supply of goods while it is exclusively engaged in
providing services. Thus, the applicable threshold limit for registration in this case is ¥ 20 lakh and
hence, Akki Ltd. is liable to get registered under GST.

(iii) Since Aaru Ltd. is engaged in supply of both taxable goods and services, the applicable threshold
limit for registration in this case is ¥ 20 lakh. Thus, Aaru Ltd. is liable to get registered under GST as
it’s turnover is more than the threshold limit.

Question 41: Under the provision of section 29(1) of CGST Act, 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?

Jan 2021 Marks 5

Answer: 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

(b) the date from which the cancellation is sought, whichever is later, pending the completion of
proceedings for cancellation of registration.

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” mean that the registered person shall not issue a tax

invoice and, accordingly, not charge tax on supplies made by him during the suspension period.
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Question 42: Siddhi Ltd. is a registered manufacturer engaged in taxable supply of goods. Siddhi Ltd.
purchased the following goods during the month of January, 2019. The following particulars are provided:

S Particulars Input tax
No. )
1. Capital goods purchased on which depreciation has been taken on full value including 15,000
input tax thereon
2. Goods purchased from Ravi Traders (Invoice of Ravi Traders is received in month of 20,000
January, 2019, but goods were received in month of March, 2019)
3. Car purchased for making further supply of such car. Such car is destroyed in accident 30,000
while being used for test drive by potential customers
Goods used for setting up telecommunication towers being immovable property 50,000
Goods purchased from Pooja Ltd. (Full payment is made by Siddhi Ltd. to Pooja Ltd. 10,000

against such supply, but tax has not been deposited by Pooja Ltd.

6. Truck purchased for delivery of output goods 80,000

Determine the amount of input tax credit (ITC) available by giving necessary explanations for treatment of
various items as per the provisions of the CGST Act, 2017. You may assume that all the necessary conditions
for availing the ITC have been complied with by Siddhi Ltd.

Answer:
Computation of ITC available with Siddhi Ltd.
S. No. |Particulars Input tax (%)
1. Capital goods Nil

[Since depreciation has been claimed on the tax component of the value of the
capital goods, ITC of such tax cannot be availed in terms of section 16 of the
CGST Act, 2017.]

2. Goods purchased from Ravi Traders Nil
[ITC in respect of goods not received cannot be availed (Section 16 of the CGST
Act, 2017). Since the goods have been received in the month of March 2019, ITC
thereon can be availed in March 2019 and not January 2019 even though the
invoice for the same has been received in January 2019]

3. Cars purchased for making further supply Nil

[Though ITC on motor vehicles used for further supply of such vehicles is not
blocked, ITC on goods destroyed for whichever reason is blocked (Section 17(5)
of the CGST Act, 2017).]

4. Goods used for setting telecommunication towers Nil

[ITC on goods used by a taxable person for construction of immovable property
on his own account is blocked even when such goods are used in the course or
furtherance of business (Section 17 of the CGST Act, 2017).]
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S. No. |Particulars Input tax (%)
5. Goods purchased from Pooja Ltd. 10,000
[ITC can be claimed provisionally in January 2019 since all the conditions
necessary for availing the same have been complied with (Section 16 of the CGST
Act, 2017).
However, the claim will get confirmed only when the tax charged in respect of
such supply has been actually paid to the Government.]
6. Trucks purchased for delivery of output goods 80,000
[ITC on motor vehicles used for transportation of goods is not blocked (Section
17(5) of the CGST Act, 2017).]
Total ITC available with Siddhi Ltd. 90,000

Note: The above answer is based on the assumption that the ITC available is to be computed for the month of
January, 2019. However, since the question does not specify the period for which ITC available is to be

computed, the question may also be answered without referring to any particular period.

Question 43: Quanto Ltd. is not required to register under CGST Act, 2017, but it wishes to obtain
voluntary registration, so it applied for voluntary registration on 17th September, 20XXand
registration certificate has been granted to it on 25th September, 20XX. The CGST and SGST liability

for the month of September, 20XX is ¥ 24,000 each.

Quanto Ltd. provides the following information of inputs and capital goods held in stock on 24™

September, 20XX. It is not engaged in making inter-State outward taxable supplies.

Particulars Amount (%)
Input procured on 02-09-20XXlying in stock

-CGST @ 6% 4,500
-SGST @ 6% 4,500
Input received- on 21-07-20XXcontained in semi- finished goods held in stock:

-CGST @ 6% 7,500
- SGST @ 6% 7,500
Value of inputs contained in finished goods held in stock ¥ 2,00,000 were

procured on 19-09-20XX (Last Year)

-IGST @ 18% 36,000
Inputs valued at ¥ 50,000 procured on 13-09-20XX lying in stock:

-1GST @ 18% 9,000
Capital goods procured on 12-09-20XX

-CGST @ 6% 12,000
-SGST @ 6% 12,000

You are required to compute the amount of tax to be paid in cash by Quanto Ltd. for the month of

September, 20XX.
You are also required to mention reasons for treatment of all above items.
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Answer:

Computation of net GST liability (to be paid in cash)
by Quanto Ltd. for the month of September, 20XX:

Particulars CGST () SGST (R)
Output tax liability for the month 24,000 24,000
Less: Input tax credit (ITC) [Refer note-2 below] 9,000 (IGST) 12,000 (SGST)
12,000 (CGST)
Net GST payable (in cash) 3,000 12,000

Notes:
1. Credit of IGST shall be utilized towards payment of IGST, CGST and SGST in that order. Since
Quanto Ltd. does not make any inter-State supply, credit of IGST has been utilized towards payment
of CGST [Section 49(5) of the CGST Act, 2017].
2. As per section 18(1)(b) of the CGST Act, 2017-
A person who takes voluntary registration is entitled to take credit of input tax in respect of:
¢ inputs held in stock and
¢ inputs contained in semi-finished/ finished goods held in stock
on the day immediately preceding the date of grant of registration.
However, he cannot take ITC in respect of capital goods held on the day immediately preceding the date of
grant of registration.
ITC on inputs needs to be availed within 1 year from the date of issue of the invoice by the supplier [Section
18(2) of the CGST Act, 2017].
In this case, since Quanto Ltd. has been granted voluntary registration on 25.09.20XX, it will be entitled to
ITC on inputs held in stock and inputs contained in semi-finished/ finished goods held in stock, on
24.09.20XX. In view of the said provisions, eligible ITC for Quanto Ltd.is computed as follows:

Particulars CGST SGST IGST
®) ®) ®)

Inputs held in stock since 02.09.20XX 4,500 4,500
Inputs received on 21.07.20XX contained in semi-finished goods 7,500 7,500
held in stock
Inputs contained in finished goods held in stock which were Nil
procured on 19.09.20XX (Last Year)! [Procured prior to one year,
hence ITC cannot be availed]
Inputs held in stock since 13.09.20XX 9,000
Capital goods procured on 12.09.20XX Nil Nil
Total ITC 12,000 12,000 9,000

Question 44: M/s. Comfortable (P) Ltd. is registered under GST in Chennai, Tamil Nadu. It is
engaged in the manufacture of iron and steel products. It has carried out following transactions in the
financial year 20XX-XY:—
(@) Purchased 1,000 Metric Ton (MT) iron @ 1,000 per MT (excluding GST) from M/s. Hard Ltd. of
Chennai. M/s. Hard Ltd. has fulfilled the order as follows:

1 It has been assumed that invoice for the said goods is also dated 19.09.20XX (Last Year).
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Date Quantity (MT) Taxable Value
28-Feb-20XY 200 2,00,000/-
10-Mar-20XY 250 2,50,000/-
25-Mar-20XY 250 2,50,000/-
28-Mar-20XY 200 2,00,000/-

Balance order requirement has been fulfilled by Hard Ltd. on 5-Apr-20X. However, Hard Ltd. has
raised the invoice for full order at the time of dispatch of first lot, i.e. on 28-Feb-20XY. M/s.
Comfortable (P) Ltd. has made the full payment on 28-Feb-20XY for the order.

(b) Company has received IT engineering service from M/s. Dynamic Infotech (P) Ltd. of Chennai for
¥ 11,00,000/- (excluding GST) on 28-Oct-20XX. Invoice for service rendered was issued on 5-Nov-
20XX. M/s Comfortable (P) Ltd. made part-payment of ¥ 4,13,000/- on 31-Dec-20XX. Being
unhappy with service provided by M/s Dynamic Infotech (P) Ltd., it did not make the balance
payment. Deficiency in service rendered was made good by M/s Dynamic Infotech (P) Ltd. by 15-
Feb-20XY. M/s. Comfortable (P) Ltd. made payment of T 2,95,000/- on 15-Feb-20XY towards full
and final settlement of the dues and did not pay the balance amount.

(c) Company has made the following intra State supplies (excluding GST) for the financial year 20XX-

XY —

S.No. |Particulars Amount (%)
1. Value of intra-State supplies made to registered persons 10,00,000
2. Value of intra- State supplies made to unregistered persons 2,00,000

(i) Compute the GST liability (CGST, SGST or IGST, as the case may be) of M/s. Comfortable (P)
Ltd. for the financial year 20XX-XY':-

(i) Compute the amount of input tax credit to be reversed in the FY 20XX-XY and/or in the next FY
20XY-YZ, if any.

Assume the rates of GST as under:

CGST 9%
SGST 9%
IGST 18%
Note

(i) All the conditions necessary for availing input tax credit have been fulfilled.
(ii) Ignore interest, if any

Answer:
(i) Computation of net GST payable for the financial year 20XX-XY
Particulars Value %)| CGST )| SGST(R®)
Tax liability
Intra-State supplies made to registered persons 10,00,000 90,000 90,000
Intra State supplies made to unregistered persons 2,00,000 18,000 18,000
Total (A) 1,08,000 1,08,000

Input Tax credit
Supply of iron in lots by M/s Hard Limited [Note-1] | 10,00,000 - -

Supply of IT engineering service [Note-2] 11,00,000 99,000 99,000
Total (B) 99,000 99,000
Net GST payable (A)-(B) 9,000 9,000
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Notes:—

Chapter 11

1. Section 16 of CGST Act, 2017 provides that where the goods against an invoice are received in

lots or installments, the registered person shall be entitled to take credit upon receipt of the last
lot or installment. Although 900 tonnes of iron are received in financial year 20XX-XY, the last
lot of iron has been received after FY 20XX-XY only, i.e. on 5, April 20XY, thus no input tax
credit is available in FY 20XX-XY.

In view of above provisions, full input tax credit in respect of transaction (a) will be claimed in
financial year 20XY-20YZ i.e. on receipt of last installment.

Section 16 of CGST Act, 2017 inter alia provides that every registered person is entitled to take
credit of input tax charged on supply of services to him which are used in the course of business
on receipt of the said services.

Thus, in view of the above mentioned provisions full input tax credit of ¥ 1,98,000/- can be
claimed in financial year 20XX-XY.

(if) Section 16 of CGST Act, 2017 provides that where a recipient fails to pay to the supplier of goods or

services or both, other than the supplies on which tax is payable on reverse charge basis, the amount
towards the value of supply along with tax payable thereon within a period of 180 days from the date
of issue of invoice by the supplier, an amount equal to the input tax credit availed by the recipient

shall be added to his output tax liability, along with interest thereon, in the prescribed manner.
However, the recipient shall be entitled to avail of the credit of input tax on payment made by him of
the amount towards the value of supply of goods or services or both along with tax payable thereon.
Since the full amount of value alongwith tax payable thereon has not been paid by M/s Comfortable
(P) Ltd. to M/s Dynamic Infotech (P) Ltd within a period of 180 days from the date of issue of
invoice, the proportionate amount of input tax credit availed needs to be reversed. However, the
reversal will be done in the financial year 20XY-YZ during when the time period of 180 days expire.

Input tax credit to be reversed in financial year 20XY-YZ

Particulars Amount (%)
Total value of procurement of IT engineering service 11,00,000
Add: Total GST on the above value @ 18%[CGST + SGST] 1,98,000
Value including GST 12,98,000
Amount paid for the said service including GST 7,08,000
[T 4,13,000 + ¥ 2,95,000]

Amount [value alongwith tax payable thereon] not paid for the said service 5,90,000
ITC to be reversed [¥ 5,90,000 x 18/118] 90,000

Question 45: M/s. Pradyumn Corporation Pvt. Ltd., a registered dealer of Mumbai furnishes you
following information for the month of October, 2017.

(i)

(if)
(iii)
(iv)

Intra state sale of taxable goods (out of above 3 50,000 was received as advance in 2,00,000
September, 2017)

Goods purchased from unregistered dealer (purchase on 20th October, 2017) (10,000 in 50,000
case of Inter-State & Balance Intra-State)

Received for services by way of labour contracts for repairing a single residential unit| 50,000
otherwise than as a part of residential complex (It is Intra-State transaction)

Professional fees paid to Ms. Udadhi located in a non-taxable territory (It amounts to 50,000
Inter- State transaction)

Compute GST liability (CGST, SGST or IGST, as the case may be) of M/s Pradyumn Corporation Pvt. Ltd.
for the month of October, 2017.

Assume the rates of GST as under:

CGST

9%
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SGST 9%

IGST 18%

Note: Turnover of M/s. Pradyumn Corporation Pvt. Ltd. was ¥ 2 crore in the previous financial year.
Answer:

Computation of GST liability of M/s. Pradyumn Corporation Pvt. Ltd. for the month of October, 2017
Particulars Value of CGST SGST IGST
Supply ®) ®) ®)

Intra State sale of taxable goods [Note-1] 2,00,000 18,000 18,000

Goods purchased from unregistered dealer on 20th Nil Nil Nil

October, 2017 [Note-2]

Receipt for services rendered by way of labour contracts 50,000 4,500 4,500

for repairing a single residential unit otherwise than as a

part of residential complex [Note-3]

Professional fees paid to Ms. Udadhi located in a non- 50,000 9,000
taxable territory [Note-4]

Total GST liability for the month of October, 2017 18,000 18,000 9,000
Notes:

1.  No GST liability would have arisen on advance of ¥ 50,000 received in September, 2017 as in case of
goods time of supply is based on invoice and not on advance payment.

2. All intra-State and inter-State procurements made by a registered person from unregistered person
have been exempted from reverse charge liability subject to some exception.

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. Labour contracts for repairing are thus, taxable.

4. In case of service supplied by a person located in a non-taxable territory to a person other than non-
taxable online recipient, GST is payable under reverse charge by such recipient.

Question 46: Mr. Ekaant, a supplier registered in Delhi, is engaged in the business of sale and
purchase of plastic raincoats. He furnishes the following information pertaining to inward/outward
supply made by him for the month of July, 20XX:

Particulars Amount
(X in 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

Value of intra-State inward supply from unregistered persons 2
Following additional information is also provided by Mr. Ekaant:-

Particulars Amount (R in lakh)

IGST credit on capital goods purchased in the month of July 1.5

CGST/SGST credit on other inward supplies [including credit of 0.5

% 5,000 (CGST and SGST each) on account of membership of a club] (CGST and SGST each)

Availed consultancy services from Mr. Sujit, lawyer located in Delhi [Intra- 1

State services]
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The amount of ITC brought forward in the month of July, 20XX is as under:- CGST: ¥ 2 lakh

SGST: % 2 lakh IGST: ¥ 5 lakh

Chapter 11

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%
Note:

(i) All the amounts given above are exclusive of taxes.

(it) All the conditions necessary for availing the ITC have been fulfilled.

Answer:
Computation of net GST liability of Mr. Ekaant
Particulars Value )| CGST (}) SGST R) IGST ()
Total tax liability
Value of intra-State legal consultancy services 1,00,000 9,000 9,000 -
i.e. inward supplies liable to reverse charge
mechanism (to be paid in cash) (A) [Note-1]

Value of inter-State outward supplies (B1) 30,00,000 - - 5,40,000
Value of intra-State outward supplies to 65,00,000 5,85,000 5,85,000 -
registered as well as unregistered persons (B2)

(¥ 50,00,000 + ¥ 15,00,000)

Total (B) = (B1) +(B2) 5,85,000 5,85,000 5,40,000
Input tax Credit

Brought forward ITC 2,00,000 2,00,000 5,00,000
Value of intra-State inward supplies from| 10,00,000 90,000 90,000

registered person [Note-2]

Value of inter-State inward supplies from| 5,00,000 - - 90,000
registered person [Note-2]

Value of intra-State inward supplies from| 2,00,000 - - -
unregistered person [Note-3]

IGST credit of capital goods [Note- 2] 1,50,000
Credit on other inward supplies purchased in the 45,000 45,000 -
month of July less credit on membership of a

club [Note-2 & 4]

Credit of legal consultancy services [Note-2] 9,000 9,000 -
Total (C) 3,44,000 3,44,000 7,40,000
Net liability (B)-(C) 2,41,000 2,41,000 (2,00,000)
Less: Set off from IGST credit 2,00,000 - -
Liability after set off (D) 41,000 2,41,000 Nil
Net GST liability to be paid in cash (A) + (D) 50,000 2,50,000 Nil

Notes:—

1. Services supplied by an individual advocate to any business entity located in the taxable territory by
way of legal 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.
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Further, as per section 49(4) of the CGST Act, 2017, 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.

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.
Intra-State supplies received by a registered person from any unregistered supplier, are exempt from
the whole of the central tax leviable thereon under section 9(4) till 30.09.2019 [Notification
No0.8/2017 CT (R) dated 28.06.2017]. Since no tax has been paid, so no credit is available.

Input tax credit is not allowed in respect of membership of a club in terms of section 17(5) of CGST

Act, 2017.

Question 47: ‘XY’ of Kolkata is engaged in supply of various goods and services. It pays GST under
regular scheme. The following information is provided by it for the month of July:

Payments Amount | Receipts Amount
® ®
Inter-State purchases of office 1,40,000 | Inter-State supply of office 2,00,000
stationery stationery
Repairing of lorry used to 1,00,000 | Intra-State supply of 500 combi 4,00,000
transport goods from warehouse to packs containing one calculator
clients’  location  [Intra-State and one diary
supply]
Intra-State supply of services of 1,00,000
business correspondent to
Shubhvidhi Bank with respect to
accounts in its urban area branch

The following additional information is provided by ‘XY’ in relation to the above receipts and payments:
(1) 10% of the inter-State supply of office stationery are made to unregistered persons.
(i) Each combi pack (containing a calculator and a diary) is priced at ¥ 800. The calculator and the
diary are individually priced at ¥ 700 and ¥ 200 respectively.
(iii) 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.
(iv) All the figures mentioned above are exclusive of taxes, wherever applicable.
(v) Rates of CGST, SGST and IGST for all services, office stationery and calculator are 9%, 9%
and 18% respectively. Rates of CGST, SGST and IGST for diary are 14%, 14% and 28%

respectively.

(vi) 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 hereunder:

Tax Amount (%)
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

<
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Answer:
Computation of minimum net GST payable in cash by ‘XY’ for the month of July
Particulars Value R)] CGST X)| SGST ()| IGST ()
Total tax liability
Inter-State supply of stationery [Note 1] 2,00,000 36,000
(2,00,000 x
18%)

Intra-State supply of 500 combi packs of 4,00,000 56,000 56,000
calculators and diaries [Note-2] (500 x 800)| (4,00,000 x| (4,00,000 x

14%) 14%)
Intra-State supply of services of business 1,00,000 9,000 9,000
correspondent to a Shubhvidhi Bank with respect (1,00,000 x| (1,00,000 x
to accounts in its urban area branch [Note-3] 9%) 9%)
Total tax liability 65,000 65,000 36,000
Input tax credit (ITC)
Brought forward ITC 5,000 5,000 80,000
Inter-State purchase of office stationery [Note-4] 1,00,000 18,000
Intra-State repairing of lorry used for 1,00,000 9,000 9,000
transportation of goods [Note-5]
Total ITC 14,000 14,000 98,000
Minimum net GST payable in cash
Total tax liability 65,000 65,000 36,000
IGST credit being set off against IGST liability (36,000)
IGST credit being used to pay CGST and SGST (11,000) (51,000)
liability in any order and in any proportion
CGST and SGST credit being used to pay CGST (14,000) (14,000)
and SGST liability respectively CGST SGST
Minimum net GST payable in cash 40,000 Nil Nil

Taxable supplies made by a registered person are liable to tax irrespective of whether they are

Supply of calculator and diary as a combi pack with a single price of ¥ 800 is a mixed supply.
Being a mixed supply comprising of two supplies, it shall be treated as supply of that particular

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

ITC can be taken only on the basis of a valid tax paying document. Thus, ITC will not be

Notes:-
1.
made to a registered person or to an unregistered person.
2.
supply which attracts highest rate of tax.
3.
its urban area branch .
4.
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.
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Question 48: 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:

S. No. Particulars Amount (%)
Q) Inter-State 85,00,000
(i) 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:

S. No. |Particulars CGST SGST
paid (%) paid ()
(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)
(i) 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.)

(iii) Construction of pipelines laid outside the factory premises 30,000 30,000
(iv) Insurance charges paid for trucks used for transportation of goods. 55,000 55,000

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.

(ii) Details of GST paid on inward supplies are available in GSTR-2A except for item (i) i.e. 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 reflecting in GSTR-2A of KNK Ltd. in January, 2020.

Compute the following:

(1)  Amount of eligible input tax credit (ITC) available for the month of January, 2020.

(i) 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.

Nov 2020 Marks 8

Answer:
(i) Computation of amount of eligible ITC available for the month of January, 2020
S. No. |Particulars CGST (}) SGST ()
0] Raw materials B (90%) [Note-1] 45,000 45,000
(i) Construction of pipelines laid outside the factory premises Nil Nil
[Note-2]
(iii) Insurance charges paid for trucks used for transportation of 55,000 55,000
goods [Note-3]
(iv) Raw materials A [Note-4] Nil Nil
(v) Eligible ITC on invoices the details of which are available in 1,00,000( 1,00,000 (45,000
GSTR-2A (45,000 + +
55,000) 55,000)
(vi) ITC on invoices the details of which are not available in NIL NIL
GSTR-2A, i.e. the invoices which have not been uploaded by
the suppliers in their GSTR-1 [Note-4]
Total eligible ITC 1,00,000 1,00,000

©



Input Tax Credit
Notes:

1. ITC on goods destroyed is blocked under section 17 of the CGST Act, 2017.

2. 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.

Chapter 11

3. 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.

4.  Where invoice has not been uploaded by the supplier in its GSTR-1, then NO ITC SHALL BE

ALLOOWED.

(ii) Computation of minimum net GST payable in cash for the month of January, 2020

Particulars Value X)| CGST@| SGST @ IGST @
9% (R) 9% (}) 18% (3)

Inter-State outward supplies 85,00,000 15,30,000

Intra-State outward supplies 15,00,000f 1,35,000{ 1,35,000

Total output tax payable 1,35,000| 1,35,000

Less: Set off of CGST and SGST credit against CGST 15,30,000

and SGST liability respectively (1,00,00)| (1,00,00)

Minimum net GST payable in cash 35,000 35,000| 15,30,000
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Question 49: Mr. Harihar, a supplier of goods, pays GST under regular scheme. He has made the
following outward taxable supplies in a tax period:

Particulars ®
Intra-State supply of goods 10,00,000
Inter-State supply of goods 8,00,000

He has also furnished the following information in respect of purchases made by him in that tax
period:

Particulars ®)
Intra-State purchases of goods 3,00,000
Inter-State purchases of goods 2,50,000

Mr. Harihar has following ITCs with him at the beginning of the tax period:

Particulars ®
CGST 57,000
SGST 60,000
IGST 1,40,000
Note:

() Rates of CGST, SGST and IGST are 9%, 9% and 18% respectively.
(i) Both inward and outward supplies are exclusive of taxes, wherever applicable.
(i) All the conditions necessary for availing the ITC have been fulfilled.

Compute the minimum GST payable in cash, by Mr. Harihar for the tax period and the ITC to be carried
forward to the next month. Make suitable assumptions as required.

Answer:
Computation of GST payable on outward supplies
S. No. Particulars CGST @ 9%| SGST @ 9% | IGST @ 18% Total
®) ®) ®) ®)
(i) |Intra-State supply of goods for 90,000 90,000 1,80,000
¥ 10,00,000
(i) |Inter-State supply of goods for 1,44,000 1,44,000
¥ 8,00,000
Total GST payable 3,24,000
Computation of total ITC
Particulars CGST@9% | SGST @ 9% | IGST @ 18%
®) ®) ®)
Opening ITC 57,000 60,000 1,40,000
Add: ITC on Intra-State purchases of goods valuing 27,000 27,000 Nil
33,00,000

<
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Add: ITC on Inter-State purchases of goods valuing Nil Nil 45,000
¥ 2,50,000
Total ITC 84,000 87,000 1,85,000
Computation of minimum GST payable from cash ledger
Particulars CGST@9% | SGST@ 9% | IGST @ 18% | Total GST
®) ®) ®) )

GST payable 90,000 90,000 1,44,000 3,24,000
Less: ITC [First ITC of IGST should (38,000) (3,000) IGST (1,44,000) 1,85,000
be utilized in full - first against IGST IGST IGST IGST
liability and then against CGST and
SGST liabilities in a manner to
minimize cash outflow]

(52,000) CGST | (87,000) SGST 1,39,000
Minimum GST payable in cash Nil Nil Nil Nil
ITC balance to be carried forward 32,000 Nil Nil 32,000

next month

Note: The above computation is one of the many ways to set off the ITC of IGST (¥ 41,000-after set off
against IGST liability) against CGST and SGST liability to compute minimum GST payable in cash. To
illustrate, IGST of ¢10,000 can be set off against SGST payable and IGST of 31,000 can be set off against
CGST payable. In this situation also, the net GST payable will be nil but the ITC of CGST and SGST to be
carried forward will be 25,000 and 7,000 (totaling to ¥32,000) respectively. However, if the entire ITC of
¢ 41,000 is set off against CGST payable, then SGST of &3,000 will be payable in cash thus, increasing the
cash outflow. Therefore, such a set off would not be advisable for computing the minimum GST payable.

Question 50: 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:

(All amount in
rupees)
(i) Inter-state supply of goods 1,00,000
(if) Intra-state supply of 500 packets of detergent @ ¥ 400 each alongwith a plastic
bucket worth ¥ 100 each with each packet, being a mixed supply. (Rate of GST
on detergent is 18% and on plastic bucket is 28%b)
(iti) Supply of online educational journals to M/s. Pinnacle, a private coaching 50,000
centre providing tuitions to students of Class X-XI1, being intra-state supply.
M/s. Grey has also received the following inward supplies:
(iv) Inter-state supply of goods (out of which invoice for goods worth ¥ 20,000 is 70,000
missing and no other tax paying document is available)
(v) Repairing of bus with seating capacity of 20 passengers used to transport its
employees from their residence, being intra-state supply. 50,000
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) Rate of GST in respect of all inward and outward supplies except item (ii) above is 18%. i.e.
CGST and SGST @ 9% and IGST @ 18%.

&



Chapter 12

(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.

Compute the minimum net GST payable in cash by M/s. Grey for the month of April, 2019.

Answer:

Manner of Payment

Computation of minimum net GST payable in cash by M/s. Grey
for the month of April, 2019

Particulars Value ) CGST () SGST ) IGST )
Total tax liability

Inter-State supply of goods 1,00,000 18,000
Intra-State supply of 500 packets of detergents 2,00,000 28,000 28,000
along with a plastic bucket [Note-1] (500 x (2,00,000 (2,00,000

400) X 14%) X 14%)
Supply of online educational journal to private 50,000 4,500 4,500
coaching centre [Note-2] (50,000 x (50,000 x

9%) 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 50,000 4,500 4,500
passengers [Note-4]
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 (23,000) (8,000)
liability in any order and in any proportion
Set off of CGST and SGST credit against CGST (9,500) | (9,500) SGST
and SGST liability respectively CGST
Minimum net GST payable in cash Nil 15,000 Nil

Notes:-

1. Supply of detergent and bucket together with a single price of T 400 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.
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