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Preface

The present book is about the organization operation and growth of the Financial Act and Taxation
system in India. A student of BBI often finds tHaaxation and Financial policies can be understood
much better, and they can be analysed more realistically if he has a good understanding of the actual
functioning of the various parts of the financial system and taxation. The purpose of this book is to
provide such an understanding of the working of the financial and taxation system.

We are happy to present the bodkdirect Taxation" to the students of TYBR of Mumbai
University. In this edition, an effort has been made to incorporate the latesnakamiquestions at
relevant places in the book.

This book contains a list of the topics covered in each chapter which will avoid the controversies
regarding the exact scope of the syllabus. The text follows the term wise chapter topics pattern
prescribedn the syllabus

The numerous illustrations are arranged in ascending order of difficulty containing full solutions to
guestions asked in various examinations of Mumbai University and Professional Examinations

Exercises contain the theory as well as ficatquestions

We have preferred to give the text of the section and the rule as it is and thereafter, added the
comments with the intention of explaining the subject to the students in a simplified language. While
making an attempt to explain in a siifield language. some mistakes of interpretation might have
creppin.com

This book is an unique presentation of subject matter in an orderly manner. This is a student friendly
book and a tutor at home. We hope the teaching faculty and students commuifiiitgl ihiis book of
great use.

We welcome constructive suggestions for improvement.

We gratefully acknowledge the immense contributions and suggestions from various colleges. We
gratefully acknowledge our deepest and sincere thanks to:

A Mitendra Sigh. Trustee. Thakur College:
A D©haitaliChakraborty. Principal, Thakur College, and
A BankiNishikantJha for their inspiration, support and constructive suggestions

Authors
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Chapter 1
GST IN INDIA 71 Introduction

Basics for Taxation

BACKGROUND

In any Welfare State, it is the prime responsibility of the Gowent to fulfil the increasing
developmental needs of the country and its people by way of public expenditure. India, being a
developing economy, has been striving to fulfil the obligations of a Welfare State with its limited
resources; the primary sourcérevenue being the levy of taxes. Though the collection of tax is to
augment as much revenue as possible to the Government to provide public services, over the years it
has been used as an instrument of fiscal policy to stimulate economic growth, taXassare
collected to fulfil the socieconomic objectives of the Government.

What is a tax? A tax may be defined as a "pecuniary burden laid upon individuals or property
owners to support the Government; a payment exacted by legislative authoréy. "/ thot a
voluntary payment or donation, but an enforced contribution, exacted pursuant to legislative
authority".

In simple words, tax is nothing but money that people have to pay to the Government, which is used
to provide public services.

DIRECT AND INDIRECT TAXES
Taxes are broadly classified into direct and indirect taxes.

Direct Taxes A direct tax is a kind of charge, which is imposed directly on the taxpayer and paid
directly to the Government by the persons (juristic or natural) on whisnmiposed. A direct tax is

one that cannot be shifted by the taxpayer to someone else. A significant direct tax imposed in India
is income tax.

Indirect Taxes: If the taxpayer is just a conduit and at every stage thm¢&ence is passed on till
it finally reaches the consumer, who really bears the brunt of it, such tax is indirect tax. An indirect
tax is one that can be shifted by the taxpayer to someone else.

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

Also called consumption taxes, they are regressive in nature because they are not based on the
principle of ability to pay. All the consumers, including the economically challenged bear the brunt
of the indirect taxes equally.

Indirect taxes are levied on consumption, expenditure, privilege, or right but not on income or
property. Hitherto, a number @ifdirect taxes were levied in India, namely, excise duty, customs
duty, service tax, central sales tax (CST), value added tax (VAT), entry tax, purchase tax,
entertainment tax, tax on lottery, betting and gambling, luxury tax, tax on advertisements, etc.

However, indirect taxation in India has witnessed a paradigm shift on July 01, 2017 with usherance
into a unified indirect tax regime wherein a large number of Central and State indirect taxes have
been amalgamated into a single ta&oods and Servicégax (GST). The introduction of GST is a

very significant step in the field of indirect tax reforms in India. Customs duty will continue in post
GST regime.

Economists world over agree that direct and indirect taxes are complementary and therefore, a
rational tax structure should incorporate in itself both types of taxes.



At Intermediate level, we will study the concept of Goods and Services Tax (G&cept of
supply, charge of GST, exemptions, basic concepts of time and value of supply, inprieiik
registration, Tax invoice, credit and debit notes, returns and payment. Customs law will be

discussed at the Final level.
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FEATURES OF INDIRECT TAXES

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



(i) Tax on commodities and serviceslt is levied e 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.

(i) Shifting of burden: There is a clear shifting of tax burden in respecdhdirect 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.

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

(v) Inflationary: Tax imposed on commodities and servicagses an allound price spiral. In other
words, indirect taxation directly affects the prices of commodities and services and leads to
inflationary trend.

(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.

(vii) Promotes social welfare: High taxes are imposed on the consumption of harmful products (also
known as 6ésin goodsd) such as alcohol ksacheipr oduct
consumption but also enables the State to collect substantial revenue.

(viiilRegressive 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 commotities® consumption. This
may further increase the income disparities between the rich and the poor.

BENEFITS OF GST

GST is a winwin situation for the entire country. It brings benefits to all the stakeholders of
industry, Government and the consumewill lower the cost of goods and services, give a boost to
the economy and make the products and services globally competitive.

The significant benefits of GST are discussed hereunder:

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

T Mitigation of ill effects of cascading: By subsuming most of the Central and State taxes into a
singletax and by allowing a seiff of prior-stage taxes for the transactions across the entire value
chain, it would mitigate the ill effects of cascading, improve competitiveness and improve liquidity
of the businesses.

T Elimination of multiple taxes and douwble taxation: GST has subsumed majority of existing
indirect tax levies both at Central and State level into one tax i.e., GST which is leviable uniformly
on goods and services. This will make doing business easier and will also tackle the highlg dispute
issues relating to double taxation of a transaction as both goods and services.

Y Boost to O0Make IGEBTI wdild' giiriet iaa tmay e:r boost to t
the Government of India by making goods and services producedancimuipetitive in the national
as well as international market.

T Buoyancy to the Government RevenueGST is expected to bring buoyancy to the Government
Revenue by widening the tax base and improving the taxpayer compliance.
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Introduction to GST
WHAT IS GST/CONCEPT OF GST

Before we proceed with the finer nuances of Indian GST, let us first understand the basic concept of

GST.

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

1 GST offers comprehensive and cowius chain of tax credits from the producer's
point/service provider's pointupo t he retailer's |l evel/ consume
the value added at each stage of supply chain.

1 The supplier at each stage is permitted to avail credit of G&'gm 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-e#ftbenefits at all the previous stages.

1 Since, only the value added at each stage is taxed under GST, there is no tax on tax or

cascading of taxes under GST system. GST does not differentiate between goods and

services and thus, the two are taxed amgle rate.

NEED FOR GST IN INDIA

Exciseduty and value added tax (VAT) on int&date sale of goods. However, the VAT dealer on
his subsequent inti&tate sale of goods charged VAT (as per prevalent VAT rate as applicable in the
respective State) on wa comprising of (basic value + excise duty charged by manufacturer + profit

by deal er). Further, i n

the Negative list of services or otherwise exempted.

respect

of

tax on servi

The earlier indirectax framework in India suffered from various shortcomings. Under the earlier
indirect tax structure, the various indirect taxes being levied were not necessarily mutually exclusive.

To illustrate, when the goods were manufactured and sold, botlaleexdtise duty (CENVAT) and
StateLevel VAT were levied. Though CENVAT and Stdtevel 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.

Moreover, CENVAT was applicable only at manufacturing level and not at distribution levels. The
erstwhile sales tax regime in India was a combination of origin based (Central Sales Tax) and

destination based multipoint system of taxation (Stateel VAT).
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Service tax was also a value added tax and credit across the service tax and the central excise duty
was integrated at the central level.

Despite the introduction of the principle of taxation of value added in halidhe Central level in

the form of CENVAT and at the State level in the form of State \AfE application remained
piecemeal and fragmented on account of the following reasons:

Non—inclt'Jsiop of several| | cascading of taxes on account of (i) levy of
local levies in State VAT ||Non-VATable CST and (i) inclusion of

such as luxury tax, || CENVAT in the value for imposing VAT
entertainment tax, etc.

No CENVAT after| | Non-integration Double taxation of a
manufacturing stage | |of VAT & service transactlon as both goods

i) 6ST - A cure for ills of existing indirect tax regime

& A comprehensive tax structure covering both
goods and services viz. Goods and Service Tax
(GST) addresses these problems. Simultaneous
introduction of GST at both Centre and State levels
has integrated taxes on goods and services for the
purpose of set-off relief and ensures that both the

Cascadingeffects of CENVAT and service tax are removed and a continuous chainaff 8eim

theor i gi nal producer 6s puptonhé sBetraiker Psohéedelr bsc
established.

In the GST regime, the major indirect taxes have been subsumed in the ambit of GST. The erstwhile
concepts of manufacture or sale of goodsendering of services are no longer applicable since the

tax is now |l evied on ASupply of Goods and/ or ser

INTER-STATE VS INTRA-STATE STOCK
TRANSFERS

Intra-state stock transfer is taxable only when entity has more than one registration inen€osta
example, Factory located in Tamil Nadu and warehouse is also located in the same state (i.e. Tamil
Nadu) however, registered separately under GST, transfers between them treated as supply. Hence,
CGST plus SGST will be leviethter-State stock tmasfer is taxable. It means IGST will be levied.

11



ILLUSTRATION 1

will be levied.

Ganesh Trading has head office in Telangana and two branches (i.e. Branch offiae Telangana and Branch office
Il in Andhra Pradesh). Stock transfers between Head office and Branch @ffigithin the same state where no sepalate
registrations, GST is not levied. Whereas stock transfers between Head office and Branch office at inter state level, IGST

GST Inter / Intra State Branch Transfers

=

ARR

-
-

BRANCH1

Intra state branch
transfers no GST

&
4
s 4

Head Office

Inter -state branch
transfers attract IGST

TELANGANA

L Sy ANDHRA

k PRADESH

Conclusion:

From the above it is evident that revenue of igt&te sa will not accrue to the exporting State and
the exporting State will be required to transfer to the Centre the credit of SGST/UTGST used in

payment of IGST.

The Centre will transfer to the importing State the credit of IGST used in payment of SGST/UTGST.
The interstate adjustment will be made by central cleamggncy;hence assessees will not be

concerned with such adjustment at all

ILLUSTRATION 2:

and services is 9% each. IGST rate is 18%. Find the following:
('a) Total price charged by Mr. C. (b) Who is liable to pay GST?

Mr. C of Chennai supplied goods/services for20,000 to Mr. M of Madurai. SGST and CGST rate on supply of gdods

Answer:

Particulars Value in ()
Supply of goods/services 20,000
Add: CGST 9% 1,800
Add: SGST 9% 1,800
(a) Total price charged by Mr. C from Mr. M for local supply of goods or services. (b) Mr. C is 23,600
liable to pay GST.

12



Note:
(1) Location of supplier and place of supply both within the same State of Tawadlu. Therefore, CGST & SGST applicable.

(2) The CGST & SGST charged on Mr. M for supply of goods/services will be remitted by Mr. C to the appropriate accour
Central and State Government respectively.

ILLUSTRATION 3:

Mr. M of Madurai supplied good/services for 24,000 to Mr. S of Selam. Mr. M purchased goods/services a8 ,600

(inclusive of CGST 9% and SGST 9%) from Mr. C of Chennai. Find ttedowing: ( @) Total price charged by Mr. M
for supply of goods/services and ( b) Who is liable ty &ST.(c) Netliability of GST.

Answer:
Particualrs Value in ()
Value charged for supply of goods/services 24,000
Add: CGST 9% 2,160
Add: SGST 9% 2,160
(a) Total price charged by Mr. M from Mr. S for local supply of goods/services. (b) Mr. M is 28,320
liable to pay GST.
Particualrs CGST () SGST ()
Output tax 2,160 2,160
Less: Input Tax Credit (ITC) (1,800) (1,800)
(c) Net tax liability of Mr. M 360 360
Note:
(1) By giving input tax credit, Government is not looser of revenue.
Particualrs Revenue to Central Revenue to State
Government () Government ()
Supply of goods/services by Mr. C to Mr. M 1,800 1,800
Add: supply of goods/services by Mr. M to Mr. S 360 360
Total 2,160 2,160

Inter -State supply of goods or services or both:

ILLUSTRATION 4:

Mr. C of Chennai purchased goods at intra state as well as at inter state level by paying SGJI00, CGST 6,000

and IGST 12,000. Subsequently Mr. C sold these goods to Mr. H of Hyderabad (Trader) f&,00,000 (IGST

applicable @18%). Themafter Mr. H of Hyderabad sold these goods to Mr. S of Secunderabad (Consumer) for 3,00,000
(CGST & SGST @18%). Find the Net GST liability of Mr. C and Mr. H. Also find net revenue to the StateCantral
Government.

13



Answer:

Goods sold = -~ 2,00,000
IGST 18% =~ 36,000

Mr. C of Chennai

Input Tax Credit (ITC) Mr. H Mr. S
SGST = 6,000 Hyderabad Secunderabad
CGST =~ 6,000 (Trader) (Consumer )
IGST =+ 12,000

Goods sold = - 3,00,000
CSGT 9% =~ 27,000

SGST 9% = 27,000

Particulars of Mr. C of Chennai value in () Allj—LCOWED
Output tax IGST 36,000
Less: Input Tax Credit (ITC)
IGST (12,000) 1stIGST
CGST (6,000) 2 nd CGST]
SGST (6,000) 3 rd SGST
Net tax paid to Central Government by Mr. C 12,000

Since, dealer has used SGST of Tamil Nadu to the eaten®,000£ in pyament of IGST, Tamil Nadu State (i.e. exporting

State) has to transfer6,000/ to the credit of the Centre.

IGST of 36,000/ is availed as credit by Telangana buyer (i.e. Mr. H of Hyderabad).

Particulars of Mr. H of Hyderabad CGST () SGST () ITC
ALLOW
ED

Output tax 27,000 27,000
Less: Input Tax Credit (ITC)
IGST (27,000) (9,000) 1stIGST
2 nd CGST
3rd SGST
Net tax paid to State Government by Mr. H Nil 18,000

Since, dealer has used IGST 08,000/ to pay the &ST of Telangana State, the Centre has to trans&000/ to the

Telanaga State (i.e importing State).

Revenue to the Centre 36,000i 9,000 = 27,000 (i.e. 9%)
Revenue to the State =8,000 + 9,000 = 27,000 (i.e. 9%)
Total Revenue to the Gexnment = 18% (One Natigdne Tax)

14



ILLUSTRATION 5: Mr. A registered person under GST located in Tamil Nadu, sold goods worti0,000 afte
manufacture to Mr. C of Chennai. Subsequently, Mr. C sold these goods to Mr. H of Hyderabad 13+500. Mr. H

being a trader finally sold these goods to customer Mr. S of Secunderabad 88,000.
Applicable rates of CGST= 9%, SGST=9% and IGST=18%.
Find the net tax liability of each supplier of goods and revenue to the government.

Answer:

Since, Mr. A supplied gmds to Mr. C in Tamil Nadu itself, it is an inistate sale and both CGST @ 9% and SGST @ 9 %
will apply.

Mr. C of Chennai supplied goods to Mr. H of Hyderabad. Since, it is an interstate sale, IGST@18% will apply.

Mr. H of Hyderabad (Telangana) suppligdods to Mr. S of Secunderabad (Telangana). Once again it is an intrastate sale
and both CGST @ 9% and SGST @ 9% will apply.

Statement showing Net tax liability of Mr. A and revenue to Government:

Particulars Value in () CGSTin () SGSTin () IGSTin () Remarks
Mr. Ato Mr. C 10,000 900 900 Nil | Value addition 10,000
Less: ITC Nil Nil Nil Nil
Net liability of Mr. A 900 900 Nil
Revenueto Centre | Revenue to
900 Tamil Nadu 900
Statement showing netdéiability of Mr. C and revenue to the Government
Particulars Value in () CGSTin () SGSTin () IGSTin () Remarks
Mr. C to Mr. H 17,500 Nil Nil 3,150
Less: ITC (900) (900) (1,800) 1st CGST
[2 nd SGST]
Net liability of Mr. C Nil Nil 1,350 Value added 7,500 x 18%

Since, Mr. C a dealer has used SGST of Tamil Nadu to the exte®08f in payment of IGST, Tamil Nadu State (i.e. exporting
State) has to transfer900£ to the credit of the Centre.

Tamil Nadu (exporting state) revenue 8 (i.e. 900-900)

Total revenue to the Centre

3,150

(i.e. 1,350 + 900 received from Tamilnadu + 900 CGST already collected from Mr. A in 1sstateasuppply)

Statement showing net tax liability of Mr. H and revenue to the Govent

Particulars Value in () CGSTin() | SGSTin() | IGSTin () Remarks
Mr. Hto Mr. S 30,000 2,700 2,700 Nil
Less: ITC (2,700) (450) (3,150)| IGST credit 1st adjust against IGST, n
CGST and next SGST
Net liability of Mr. H Nil 2,250 Nil

Since Mr. H a dealer has used IGST 050 to pay the SGST of Telangana State, the Centre has to trad6t to the
Telanaga State (i.e importing State).

Net revenue to the Telanaga State 2700 (i.e. 2,250 + 450)

15




Net Revenue to the Centre = 2,700 (i.e. 3,125 450)
Total revenue to the Government 5,400 (i.e. 30,000 x 18%)

This is called as one nation one tax.

ILLUSTRATION 6:

goods and services is 9% each. IGST rate is 18%. Find the following:
(a) Total price charged by Mr. C.
(b) Who is liable to pay GST?

Mr. C of Tamil Nadu supplied goods/services for 20,000 to Mr. M of Maharashtra. SGST and CGST rateputysof]

Particulars

Value in ()
Supply of goods/services 20,000
Add: IGST 18% 3,600
(a) Total price charged by Mr. C from MM for inter-state supply of goods or services. (b) Mr. C is 23,600

liable to pay GST.

Note:

(1) Location of supplier and place of supply are in different States. Therefore, IGST is applicable.

(2) The IGST charged on Mr. M for supply of goods/services willrdrmitted by Mr. C to the account of the Central

Government.

ILLUSTRATION 7:

Mr. M of Maharashtra supplied goods/services for35,000 to Mr. P of Pune. Mr. M purchased goods/services fo?23,60(
(inclusive of IGST 18%) from Mr. C of Tamil Nadu. SGST and CGST rate on supply of goods and services is 9% each. H

following:

(a) Total price charged by Mr. M for supply of gositervices and ( b) Who is

liable to pay GST.

(c) Netliability of GST.

Answer:

Particul arsbd Value in ()
Value charged for supply of goods/services 35,000
Add: CGST 9% 3,150
Add: SGST 9% 3,150
(@) Total price charged by Mr. M from Mr. P for local supplof goods/services. 41,300

(b) Mr. Mis liable to pay GST.

particul arsé CGST () SGST ()
Output tax 3,150 3,150| IGST credit 1st adjust against CGST and ne|
Less: Input Tax Credit (ITC) (3,150) (450) SGST.
IGST
(c) Net tax liability of Mr. M Nil 2,700

Note:

16



(1) By giving input tax credit Government is not looser of revenue.

Revenue Revenue to Tamil Nadu Revenue to

to Central State Government | Maharashtra State

Government () (Exporting State) Government ()
( Importing Stae )

particul ar ds

Supply of goods/services by Mr. C to Mr. M 3,600

Add: supply of goods/services by Mr. M to Mr. P Nil - 2,700

Add: Transfer by Centre to Maharashtra State (450) - 450
Total 3,150 - 3,150

Definition & Sections

9 Business Section 2(17) Businessncludes

A Any trade, Commer c e, manufactur e, professi
similar activities whether or not it is for a pecuniary benefit.

A Any activities or transactions in connecti
A Any activity or transaction in nature or a
continuity or regularity of such transaction.

A Supply or acquisition of goods including
commencement or closure lofisiness

A Provision by a club, association, soci ety
considerations of the facilities or benefits to its members, as the case may be.

A Admi ssion, for a consideration, of person t

A Soeg supplied by a person as the holder of an office which has been accepted by him in

the course of futurance of his trade profession or vacation.

A Services provided by a race club by way of
club. Any activty or transaction undertaken by the central government, a state government or

any local authority in which they are engaged as public authorities.

1 Consideration Section 2(31) Secti on 2(31) of CGST Act 2017
relation to the sypy of goods or services or both includega) any payment made or to be
made, whether in money or otherwise, in respect of, in response to, or for the inducement of,
the supply of goods or services or both, whether by the recipient or by any otherlpgrson
shall not include any subsidy given by the Central Government or a State Government; (b) the
monetary value of any act or forbearance, in respect of, in response to, or for the inducement
of, the supply of goods or services or both, whether by thipieat or by any other person
but shall not include any subsidy given by the Central Government or a State Government:
Provided that a deposit given in respect of the supply of goods or services or both shall not be
considered as payment made for such suppless the supplier applies such deposit as
consideration for the said supply.

9 Electronic Commerce Operator Section 2(45) Electronic Commerce mean the supply of
goods or services or both, including digital products over digital or electronic network.

1 Goods Section 2(52) Goods means every kind of movable property other than money and
securities, but includes accountable claim, growing crops, grass and things attached to
forming parts of the land which are agreed to be served before supply for wuieraat of
supply.

1 India Section 2(56)-fil ndi a0 means the territory of I ndi
Constitution, its territorial waters, seabed and-soib underlying such waters, continental
shelf, exclusive economic zone or any other timae zone as referred to in the Territorial
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Waters, Continental Shelf, Exclusive Economic Zone and other Maritime Zones Act, 1976,
and the air space above its territory and territorial waters.

Non-taxable Supply Section 2(78) Section 2(78) of CGST Act 207 d e f i-taxabde finon
supplyo means a supply of goods or services
Act or under the Integrated Goods and Services Tax Act.

Person Section 2(84} includes , an individual, HUF, an association of person diy ud
individuals, weather incorporated or not in India or outside India, a firm, a LLP, a local
authority, a company, an artificial person, any corporation established by under any central,
state or provincial act of or government company as definectiiose(45) of companies act

2013. Taxable supply section 2(105) of CGST ACT

A supply of goods or services or both which is enviable for tax under this act.
Recipient section 2(93) of CGST ACT

1 Where a consideration is payable for the supply of good oicesrer both, the person
who is liable to pay that consideration.

1 Where no consideration is payable for the supply of goods, the person to whom the goods
are delivered or made available or to whom made available or to whom possession or use
of goods is gien or made available.

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

Principal Supply Section 2(90)-Principal supply means the supply of goods or services
which constitutes the predominant element of a coiteasipply and to which any other
supply forming part of that composite supply is ancillary.

Recipient Section 2(93}r eci pi ent 0 of supply ofd goods or s
(a) where a consideration is payable for the supply of goods or serviceshptheoperson

who is liable to pay that consideration;

(b) 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

(c) 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 aadcigenas

such on behalf of the recipient in relation to the goods or services or both supplied

Reverse charge Section 2(98)servicesReverse Charge a mechanism under Goods and
Service Tax Laws (GST Acts), where the. liability to pay tax is on ttipiemt of supply of

goods or services instead of the supplier of such. goods or services in respect of notified
categories of supply.

Services Section 2(102) Anything other than goods, money and securities but includes
activities relating to the use afoney or its conserved by cash or any other made, from one
form, currency or domination, to another form, currency or denomination for which separate
condition is charged.

Supplier Section 2(105} In relation to any goods or services or both, shall mdsmperson
supplying the said goods or services or both and shall include an agent acting as such or on
behalf of such supplier in relation to goods or services or both supplied.

Taxable Person Section 2(10ASecti on 2(107) of C®GB3E Acetr sDOD7
means a person who is registered or liable to be registered under section 22 or section 24.
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I Taxable Supply Section 2(108)Secti on 2(108) of CGST Act 2017
means a supply of goods or services or both which is leviablaxt under this Act For a
supply to attract GST, the supply must be taxable supply. Taxable Supply can be either Inter
State Supply or Intra State Suppfyinter State Supply InteiState supply of goods means a
supply of goods where the location of gugpplier and place of supply are in different States
or Union territories, then IGST has to paid. Imports, Supplies from and to SEZs are treated as
deemed InteBtate supplied] Intra State Supply Intra State supply of goods means supply of
goods where th location of the supplier and the place of supply are in the same State or
Union territory, then CGST and SGST/UTGST has be paid. Various types of supplies which
are not liabletotax arf Ex e mpt supply Section 2(47) of CG
supl yo6 means supply of any goods or services
may be wholly exempt from tax under section 11, or under section 6 of the Integrated Goods
and Services Tax Act, and includes fiarable supply.

GENESIS OF GST ININDIA

T

It has now been more than a decade since the idea of national Goods and Services Tax (GST)
was mooted by Kelkar Task Force in 2004. The Task Force strongly recommended fully
integrated O0GSTH6 on national basi s.

Subsequently, the then Union Finan®linister, Shri P. Chidambaram, while presenting the
Central Budget (2062008), announced that GST would be introduced from April 1, 2010.
Since then, GST missed several deadlines and continued to be shrouded by the clouds of
uncertainty.

The talks ofushering in GST, however, gained momentum in the year 2014 when the NDA
Government tabled the Constitution (122mendment) Bill, 2014 on GST in the Parliament

on 19" December, 2014. The LokSabha passed the Bill"bka#y, 2015 and RajyaSabha on

3" August, 2016. Subsequent to ratification of the

Bill by more than 50% of the States, Constitution

(122 Amendment) Bill, 2014 received the assent of the President"d®eptember, 2016 and
becameConstitution (101™ Amendment) Act, 2016 which paved ta way for introduction of GST
in India.

1

In the following year, on 27March, 2017, the Central GST legislation€entral Goods and
Services Tax Bill, 2017, Integrated Goods and Services Tax Bill, 2017, Union Territory Goods
and Services Tax Bill, 2017nd Goods and Services Tax (Compensation to States) Bill, 2017
were introduced in LokSabha. LokSabha passed these bills"oM&eh, 2017 and with the
receipt of the PAprk 20ti7ethetBalswere smacted.t Theoemactmeht of
the Catral Acts was followed by the enactment of the State GST laws by various State
Legislatures. Telangana, Rajasthan, Chhattisgarh, Punjab, Goa and Bihar were among the first
ones to pass their respective State GST laws.

GST is a path breaking indire@x reform which will create a common national market. GST
has subsumed multiple indirect taxes like excise duty, service tax, VAT, CST, luxury tax,
entertainment tax, entry tax, etc.

FRAMEWORK OF GST AS INTRODUCED IN INDIA
|. Dual GST:

India has adoptea dual GST which is imposed concurrently by the Centre and States, i.e. Centre
and States simultaneously tax goods and services. Centre has the power to-Statmtsales &
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States are empowered to tax services. GST extends to whole of IndiangcdhseliState of Jammu
and Kashmir.

Il. CGST/SGCT/UGST/IGST

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 Central Goods
and Service Tax (CGST)levied and collected by Central Government, State Goods and Service
Tax (SGST)- levied and collected by State Governments/Union Territories with State Legislatures
and Union Territory Goods and Service Tax (UTGSTgvied and cdécted by Union Territories
without State Legislatures, antra-State suppliesf taxable goods and/or services.

Inter-State supplies dhxable goods and/or services are subject to Integrated Goods and Service Tax
(IGST). IGST is approximately the mutotal of CGST and SGST/UTGST and is levied by Centre
on all interState supplies.

lll. Legislative Framework

There is single legislationCGST Act, 2017 for levying CGST.
Similarly, Union Territories without
State legislatures
[Andaman andNicobar Islands, Lakshadweep, Dadra and Nagar Haveli, Daman and Diu and
Chandigarh] are governed by UTGST Act, 2017 for levying UTGST. States and Union territories
with their own legislatures [Delhi and Puducherry] have their own GST legislation fomdevyi
SGST.

Though there are multiple SGST legislations, the basic features of law, such as chargeability,
definition of taxable event and taxable person, classification and valuation of goods and services,
procedure for collection and levy of tax and like are uniform in all the SGST legislations, as far

as feasible. This is necessary to preserve the essence of dual GST.

I\VV. Classification of goods and services

HSN (Harmonised Systemof Nomenclature) code is used for
classifying the goods under tl&ST.

A new Scheme of Classification of Servicebas been devised wherein the services of various
descriptions have been classified under various sections, headings and groups. Each group consists
of various Service Codes (Tariff). Chapters refernexthe Chapters of the First Schedule to the
Customs Tariff Act, 1975.

V. Registration Every supplier of goods and/ or services is required to obtain registration in
the State/UT from where he makes the taxable supply if his aggregate turnover exd@ddkh
during a FY.

However, the limit of 40 lakh will be reduced t020 lakh if the person is carrying out business in
the Special Category State$10 Special Category States are specified in Article 279A(4)(g) of the
Constitution]- States of Aruachal PradesH,elanganaPuducherryManipur, Meghalaya, Mizoram,
Nagaland Sikkim, Tripuraand Uttarakhand.

VI. Composition Scheme

1 In GST regime, tax (i.e. CGST and SGST/UTGST for w3tate supplies and IGST for
inter-State supplies) is payable byeey taxable person and in this regard provisions have
been prescribed in the law.
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1 However, for providing relief to small businesses making iStete supplies, a simpler
method of paying taxes and accounting thereof is also prescribed, known as domposit

Levy.
VIl. Exemptions

Apart from providing relief to smalicale business, the law also contains provisions for granting
exemption from payment of tax on essential goods and/or services.

VIII. Manner of utilization of ITC

1 Input Tax Credit (ITC) ofCGST and SGST/UTGST is available throughout the supply
chain, but cross utilization of credit of CGST and SGST/UTGST is not possible, i.e. CGST
credit cannot be utilized for payment of SGST/UTGST and SGST/UTGST credit cannot be
utilized for payment of CGST

9 However, cross utilization is allowed between CGST/SGST/UTGST and IGST, i.e. credit of
IGST can be utilized for the payment of CGST/SGST/UTGST and vice versa.

IX. Seamless flow of credits

Since GST is a destination based consumption tax, reveén8&®T ordinarily

accrues to the consuming States.

The interState supplier in the exporting State is allowed to set off the available credit of IGST,
CGST and SGST/UTGST (in that order) against the IGST payable orSiatier supply made by

him.

Thebuyer in the importing State is allowed to avail the credit of IGST paid on$tdée purchase

made by him. Thus, unlike the earlier scenario where the credit chain used to break in case of inter
State sales on account of RGAT table CST, under GST gane there is a seamless credit flow in
case of inteiState supplies too.

The revenue of inteBtate sale does not accrue to the exporting State and the exporting State
transfers to the Centre the credit of SGST/UTGST used in payment of IGST.

The Cefre transfers to the importing State the credit of IGST used in payment of SGST/UTGST.
Thus, the inter State trade of goods and services (IGST) needed a robust settlement mechanism
amongst the States and the Centre.

A Common Portal was needed whichultbact as a clearing house and verify the claims and inform
the respective Governments to transfer the funds. This was possible only with the help of a strong IT
Infrastructure.

X. GST Common Portal

Resultantly, Common GST Electronic Porftalvww.gst.gov.iri a website managed by Goods and
Services Network (GSTN) [a company incorporated under the provisions of section 8 of the
Companies Act, 2013] has been set by thedBawent to establish a uniform interface for the tax
payer and a common and shared IT infrastructure between the Centre and States.

The GST portal is accessible over Internet (by taxpayers and their CAs/Tax Advocates etc.) and
Intranet by Tax Officialetc. The portal is one single common portal for all GST related services.

A common GST system provides linkage to all State/ UT Commercial

Tax Departments, Central Tax authorities, Taxpayers, Banks and other stak@hwdecesystem
consists of alktakeholders starting from taxpayer to tax professional to tax officials to GST portal to
Banks to accounting authorities.

Primarily, GSTN provides three front end services to the taxpayers namely registration, payment and
return through GST Common Pdrta

The functions of the GSTMclude:
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facilitating registration;
forwarding the returns to Central and State authorities; computation and settlement of IGST,;
matching of tax payment details with banking network;

providing various MIS reportsotthe Central and the State Governments based on the
taxpayer return information;

1 providing analysis of taxpayers' profile; and running the matching engine for matching,
reversal and reclaim of input tax credit.

T
1
T
T

Xl. GSPs/ASPs

GSTN has selected certdifh, ITes and financial technology companies, to be called GST Suvidha
Providers (GSPs). GSPs develop applications to be used by taxpayers for interacting with the
GSTN.

They facilitate the tax payers in uploading invoices as well as filing of retmchs@ as a single

stop shop for GST related services.

They customize products that address the needs of different segment GSR& may take the help
of Application Service Providers (ASPs) who act as a link between taxpayers and GSPs.
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Taxes to be subsumed.in.GST

ILLUS TRATION

In case of local supply of goods/ services, the supplier would charge dual GST i.e., CGST and SGST
at specified rates on the supply.

I.  Supply of goods/ services by Ato B

Amount (in )

Value charged for supply of goods/ services 10,000
Add: CGST@ 9% 900
Add: SGST @ 9% 900

Total price charged by A from B for local supply of goods/ serv| 11,800

The CGST & SGST charged on B for supply of goods/services will be remitted by A to the
appropriate account of the Central and State Governmenttieghe

A is the first stage supplier of goods/services and hence, does not have credit of CGST, SGST
or IGST.

Intra -State Supply
II.  Supply of goods/services by B to C Value addition @ 20%
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B will avail credit of CGST and SGST paid by him on the purchase @dgjcservices and will

utilise such credit for being set off against the CGST and SGST payable on

goods/services

made by himto C

Amount
(in )
Value charged for supply of goods/ service4@,000 x 12,000
120%)
Add: CGST @ 9% 1080
Add: SGST @ 9% 1080
Total price charged by B from C for local supply of goods/ service| 14160

Computation of CGST, SGST payable by B to Government

Amount (in )

CGST payable

Less:Credit of CGST

CGST payable to Central Government
SGST payable

Less:Credit of SGST

SGST payable to State Government

1080

900
180
1080
900

180

Note: Rates of CGST and SGST have been assumed to be 9% each for the sake of simplicity.

Statement of revenue earned by Central and State Government

Transaction

Revenue to
Central
Government ()

Revenue to State
Government ()

Supply of goods/services by A to B

Supply of goods/services by B to C

Total

900

180
1080

900

180
1080

Inter -State Supply
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TEST YOUR KNOWLEDGE

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

(Answer i Central Government)
3. GST is levied on supply of all goods and services except:
(a) Alcoholic liquor for human consumption
(b) Tobacco
(c) Health care services
(d) All of the above
(Answeri Alcoholic liquor for human consumption)
4. On Petroleum Crude, High Speed Diesel, Motor Spirit (commonly known as Petrol), Natural Gas
and Aviation Turbine Fuel:
(a) GST is not levied at all
(b) GST will be levied from a date to be notified on tbeommendations of the GST Council
(c) GST is levied, but exempt
(d) None of the above
(Answeri GST will be levied from a date to be notified
on the recommendations of the GST Council)
5. The functions of Goods an d Services Network (GSTN) include:
(a) facilitating registration
(b) forwarding the returns to Central and State authorities
(c) computation and settlement of IGST
(d) All of the above
(Answer 1 All of the above)
6. Define direct and indirect taxes.
7. Enumerate different types of diteand indirect taxes.
8. Explain the salient features of indirect taxes.
9. Write a short note on various Lists provided under Seventh Schedule to the Constitution of India.
10. Discuss how GST resolved the double taxation dichotomy under previoestinai laws.
11. Enumerate the deficiencies of the existing indirect taxes which led to the need for ushering into
GST regime.
12. Discuss the dual GST model to be introduced in India.
13. List the Central and State levies which will be subsumed iniG®Bidia.
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Chapter 2
SUPPLY,LEVY & COLLECTION OF GST AND
COMPOSITION SCHEME

INTRODUCTION

The incidence of tax is the foundation stone of any taxation sy$iteletermineghe point at which
tax would be levied, i.e. the taxable eveértie earlierframework of taxable event in various statutes
was prone to caterdd interpretationsesulting in litigation since decades.

Broadly, the controversies related to issues like whether a parfrolzess amounted manufacture

or not, whetherhte sale was prdetermined salewhethera particular transaction was a sale of goods
or rendering ofervices etcThe GST laws resolve these issues by laying downconmgrehensive
taxablee ve nt i . €Supplfi @ gopds br gedvices or both

CONCEPT OF SUPPLY [SECTION 7 OF CGST ACT]

The concept of O6supplyd i s t hpmvislorsyelatngooneamingof t he
and scope of supply are contained in Chapter Ill of the CGST Act read with various Schedules given
under the said AciThereforefollowing shallbe discussed in this chapter:

Section 7 Meaning and scope of supply
Section 8 Taxability of composite and mixed supplies
Schedule | Matters to be treated as supply even if made without

consideration

Schedule Il Matters to be treated as supply of goods or as supply of
services

Schedule Il || Matters or transactions which shall be treated neither as
supply of goods nor as supply of services.
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;Eé STATUTORY PROVISIONS

Section 7 Meaning and Scope of Supply
Sub Section || Clause Particulars
(1) Supply includes -
(a) all forms of supply of goods or services or both such as
sale, transfer, barter, exchange, licence, rental, lease or
disposal made or agreed to be made for a
consideration by a person i(n the course or
furtherance of business
(b) importation of services, for a consideration whether
or not in the course or furtherance of business,
(©) the activities specified in Schedule I, made or agreed
to be made without a consideration,
(d) the activities to be treated as supply of goods or supply
of services as referred to in Schedule Il.
(2) Notwithstanding anything contained in sub-section (1),
(a) activities or transactions specified in Schedule Ill; or
(b) such activities or transactions undertaken by the
Central Government, a State Government or any local
authority in which they are engaged as public
authorities, as may be notified by the Government on
the recommendations of the Council
shall be treated neither as a supply of goods nor a supply of
services.
(3) Subject to sub-sections (1) & (2), the Government may, on the

recommendations of the Council specify, by notification, the

transactions that are to be treated as —

(a)

a supply of goods and not as a supply of services; or

(b)

a supply of services and not as a supply of goods.
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S.No. || Transaction || Type Supply of
goods/
services

1. Transfer (i) Title in goods Goods

(ii) Title in goods under an

agreement that property shall pass at

a future date.

Right/undivided share in goods Services
without transfer of title in them

2 Land and||Lease, tenancy, easement, licence to Services

Building occupy land
Lease/letting out of building including Services
a commercial/ industrial/ residential
complex for business/ commerce,
wholly/ partly.

3. Treatment ||Applied to another person's goods Services

or Process

4. Transfer of ||Goods forming part of business assets Goods

Business are transferred/disposed off by/under
Assets directions of person carrying on
business so as no longer to form part
of those assets, whether or not for
consideration
Goods held/used for business are put Services

to private use or are made available
to any person for use for any purpose
other than business, by/under
directions of person carrying on the
business, whether or not for
consideration
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S. No. ||Activities or transactions which shall be treated neither as a
supply of goods nor a supply of services

1 Services by an employee to the employer in the course of or in
relation to his employment.

2. Services by any court or Tribunal established under any law for
the time being in force.

3. (@) Functions performed by the Members of Parliament,
Members of State Legislature, Members of Panchayats,
Members of Municipalities and Members of other local
authorities;

(b) Duties performed by any person who holds any post in
pursuance of the provisions of the Constitution in that
capacity; or

(c) Duties performed by any person as a Chairperson or a
Member or a Director in a body established by the Central
Government or a State Government or local authority and
who is not deemed as an employee before the
commencement of this clause.

4. Services of funeral, burial, crematorium or mortuary including
transportation of the deceased.

5. Sale of land and, subject to paragraph 5(b) of Schedule Il, sale of
building.
6. Actionable claims, other than lottery, betting and gambling.

The diagram on the next page summarises the steps to determine
whether an activity undertaken is Supply or not.
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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
ceases to be a taxable person.
Exceptions:
# Business transferred as a going
concern.
# Business carried on by a personal

representative who is deemed to
be a taxable person.

Goods

Renting of immovable property

Construction of complex, building, civil structure,
etc.

Temporary transfer or permitting use or enjoyment
of any intellectual property right

Development, design, programming, customisation,
adaptation, upgradation, enhancement,
implementation of IT software

Agreeing to obligation to refrain from an act, or to
tolerate an act or situation, or to do an act.

Transfer of right to use any goods for any purpose

Services

Following composite supplies:-
« Works contract services.

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

Services

Supply of goods by an unincorporated association
or body of persons to a member thereof for cash,
deferred payment or other valuable consideration.

Goods
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Is the activity a supply including supply of he
goods/services such as sale, transfer, barterJ

exchange, licence, rental, lease or disposal?

Is it an activity No
specified  under

Schedule I?

Is it for a
consideration?

Is it in course No
or furtherance

of business?

Is it in course
or furtherance
of business?

- -

<
y

\

Is it an activity specified | No

in  Schedule Il or Activity is Activity is
section 7(2)(b)? Supply NOT
Supply
Yes
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As per Section 7(1) Supply includes As per Section 7(2) Supply excludes

(@) all forms of supply of goods or services or both 4 (2) activities or transactions specified in Schedule IlI; or

as sale, transfer, barter, exchange, liceneatal] (b) such activities or transactionsdertaken by the Central Governme

lease or disposal made or agreed to be made a State Government or any local authority in which they

are eng
consideration by a person in the course as public authorities, as may be notified by the Government on t
furtherance of business; recommendations of the Council,
(b) import of services for a consideration whether of Note: Activities specified in Schedule Il (i.e. Native list):
in the course or furtherance of business; 1. Services by employee to employer in the course of or in relation

(c) the activities specified in Schelé |, made or agre his employment.

to be made without a consideration; and Services by court or Tribunal

Services by Member of Parliament and others
Services by funeral, burial etc.

Sale of land/Building

Actionable claim other thalottery, betting and gambling.

(d) the activities to be treated as supply of good
supply of services as referred to in Schedule II.

o gk o

As per Section 7(3) Subject to the provisions ofsettions (1) and (2), the Government may, on the

recommendations of the Council, specify, by notification, the transactions that are to be t@afajflaasupply of gods
and not as a supply of services; or (b) a supply of services and not as a supply of goods.

Supply made in the course or furtherance of business:
(a) Inthe course of businessEvery person carries out certain activities regularly for running tradenumeoce.

ILLUSTRATION: 1
CMA Ram aplasticising Cost Accountant carries out the activity of Accounting, Auditing, Filing returns, Certifyi

documents and so on dorth. Theseactivities canbe considered agerformed inthe course of business.

(b) Furtherance of business: Every business person use to think how to develop his business or carrying out new

activities. Such activies called as furtherance of uosss.

ILLUSTRATION: 2

M/s X Ltd. manufacturing of motor caCompany use to sell more number of cars in Southern India. In view of den
in Southern India, company intends to establish manufacturing unit in Chennai. M/s X Ltd. appointed Mr. Y
consultant for searchinggevaluatingand shorting places for prospetive targets. Finally company decided to estab
unit at Ambattur Industrial Estate Chennai. Hence, Mr. Y carried out various activities is in furtherance of busine
M/s X Ltd.

and
as a
ish

ss of

GST is essentially a tax only on commercial transactions. Hence, asly supplies that are in the course or furtherance of
business qualify as supply under GST. Hence, any supplies made by an individual in his personal capacity do not come
under the ambit of GST unless they fall within the definition of business as dafittezl Act. Sale of goods or service even
as a vocation is a supply under GST. Therefore, even if a famous politician paints paintings for charity and sells the

paintings even as a otiene occurrence, the sale would constitute supply.

1) Section 7(1)(a)f CGST Act, 2017:all forms of supply of goods or services or both such as
(i) sale,
(i) transfer,
(iii)  barter,
(iv) exchange,
(v) licence,
(vi) rental,

(vii) lease or (viii) disposal
made or agreed to be made for a consideration by a person in the course or furtherancessf busine

Note:The above activities are specified as an exampl e
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0 Sale:The term sale is defined under various states VAT laws. Sale means a sale of goods made within the State for cash

or deferred payment or other uable consideration but does not include a mortgage, hypothecation, charge or

Sale involves transfer of property in goods from one person to another person for consideration.

Under CGST Law sale is treated as supply leviable to GST. However, fihgtiale of Sale has not been provid
under the GST Law.

Note: mortgage, hypothecation, charge or pledge is not supply and hence GST will not be levied.

pledge.

ed

ILLUSTRATION: 3

Mr. X sold laptop worth 1,00,000 and issued invoice in favour of Mr. Y. Now ownership in laptop transferred tg
Y. Such transaction shall be covered in sale. It is a supply of goods leviable to GST.

Example : 4
lllegal Activity vs Prohibited Activity:

1. Mr. T, a thief has statn motorbike and sells the motorbike to Mr. Q. It is illegal to steal a motorbike. Sa
motorbike considered as supply of goods liable to be taxed.

2. Mr. T sold Narcotic drugs and psychotropic substances, to Mr. Q foB Lakhs. These goods are prohibitgdods
Such activity cannot constitute supply. Mr. T is punishable under the law.

Example : 5

Mr. X is an official liquidator provided various services like valuation of assets with the help of valuers, inviting
evaluating the tenders, selling assetaaking payment to borrowers/creditors and so on. Activities of Mr. X are tre
as supply of service and the commission earned by him is subject to GST.

Example : 6

Mr. A being a dealer of furniture deliver the goods to the branch office of M/s X Ltghon directions of M/s X Ltd
head office. The contract to supply furniture is between Mr. A and M/s X Ltd., head office. Mr. A is liable to pay G

Mr.

le of

and
ated

ST on

the consideration received from M/s X Ltd. head office.

Q Transfer: the term transfer means, where thenerghip may not be transferred but the right in the goods is

transferred.

ILLUSTRATION: 7

Goods sent for a demonstration on returnable basis. Is it supply?

Answer:

No. It would not be considered as supply, as there is no transfer of title involved.
ILLU STRATION: 8

Mr. A is the owner of Xerox machine. He transferred the right to operate the Xerox machine to Mr. B

consideration of 10,000 per month for four months. Hence, ownership of the machine is not transferred but the|
in the machine is tansferred. It is supply of service leviable to GST.

or a

right

Q Barter: it means, the exchange of goods and productive services for other goods and productive services, without the

use of money.

ILLUSTRATION: 9

Mr. C, a practicing Cost Accountant provided servicedMes A Ltd., dealer of laptops. In return M/s A Ltd., given to N
C two laptops. Here, twavay supply takes place. Mr. C is making taxable supply of service and M/s A Ltd., is m
taxable supply of goods. Hence, tax is payable by both.

Example : 10
Mr. X, a dealer in laptops. He supplied a laptop for40,000 to Mr. Y along with a barter of printer. The value of {
printer known at the time of supply is 4,000 but the open market value of the laptop is not known. The value g

supply of laptop is 44,000. Hence, Mr. X is liable to pay GST 0mM4,000. At the same time Mr. Y is also is liablg

Ir.
aking

=

he
f the

to

pay GST on 4,000 if he is registered person.
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Q Exchange:when two persons mutually transfer the ownership of one thing for the ownership of anotherthiagher
nor both things being money only, the transaction is called an exchange.

Exchange offers on products such as televisions, mobile phones and refrigerators are leviable under GST.
ILLUSTRATION: 11

Mr. A is a dealer of new phones. He supplied for20000 to Mr. B along with exchange of an old phone and if the
price of the new phone without exchange is 24,000, the open market value of the new phone i24,000. Mr. A i

liable to pay GST on 24,000. Mr. B also liable to pay GST on 4,000 if he is rgistered person.

Example:12

=

Mr X is a dealer of new €aHe sells new cars for 8,25,000 agrees to reduce 1,25,000 on surrendering of old car. M
Y who intends to buy new car worth 8,25,000 agreed to exchange his old car with new car.

Under GST law, i will be treated as Mr. Y has made supply of old car to dealer Mr. X and Mr. X has made supply ¢f new
carto Mr. Y.

If Mr. Y is registered person, he will be liable to pay GST ori,25,000. Mr. X will be liable to pay GST on 8,25,00(
whether Mr. Y isa registered person or not.

Q Licence where one person grants to another, or to a definite number of other persons, a right to do or continue to do

in or upon the immovable property of the granter, the right is caliedrace

ILLUSTRATION: 13
Mr. X, a developer of information technology software and holderlicencethereon. License to use software was giyen

to different clients: 18 lakhs; hence, Mr. X is liable to pay GST whether he transfer such right permanently or
temporarily as the case may be.

ILLUSTRATION: 14 A Chennai based company has been awarded mineral exploration contract for 18 months in
respect of specific sited Mumbai by a Mumbai based corporation (i.e. local authority). As a result Chennai based
company got licence to extract mineral exploration for a period of 18 months. Mumbai based company supplied taxable
services. GST is liable to pay by Chennai baseahpany on lincence fee paid to supplier under Reverse Charge.
D Rentals:Per i odi cal payment for use of anotherds property

ILLUSTRATION: 15
Mr. A owns a residential building in a prime commercial locality. Large vacant land in tlaekyard is given on rent of

1,80,000 per month to a parking contractor, Mr. B who has set up a parking facility on the said land. It is a taxahjle
supply of service and hence, Mr. A'is liable to pay GST.

ILLUSTRATION: 16

Mr. X, the owner of a residential building in a commercial locality, Ground Floor is given on rent to Mr. Y for &
monthly rent of 60,000. Mr. Y uses the same as his residence. It is a supply of service. However, specifically
exempted from GST. Hence, Mr. X is not liable to pay GST.

Q Lease A lease is an agreement whereby the lessor conveys to the lessee in return for a payment or series of

payments the right to use an asset for an agreed period of time. A lease may be financial lease or operating lease.

ILLUSTRATION: 17

M/s M Bank Ltd.,given an asset under financial lease to M/s N Ltd. Repayment of financial lease made by the customer
to the bank 80 lakhs which includes a principal amount of50 lakhs.

Financial leases shall be taxed as supply of services. M/s M Bank Ltd., is liable to pay GST.

Q Disposal: Disposal normally considered as selling of assets when the organization is about towlbsadearious

assets are required to be disposed of. Such transactions will also be considered as supply of liable to tax under GST

Law.
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Consideration:
As per Section 2(31) of the CGST Act, 201 tesérbahincluddsé r ati ono
(&) any payment made or to be made, whether in money or otherwise, in respect of, in response to, or for the inducement

of, the supply of goods or services or both, whether by the recipient or by any other person but shall noninclude a
subsidy given by the Central Government or a State Government;

(b) the monetary value of any act or forbearance, in respect of, in response to, or for the inducement of, the supply of
goods or services or both, whether by the recipient or by any othengmrsshall not include any subsidy given by
the Central Government or a State Government:

Provided that a deposit given in respect of the supply of goods or services or both shall not be considered as payment made
for such supply unless the supplier agplsuch deposit as consideration for the said supply;

Donation or charity does not attract GST:

ILLUSTRATION: 18
Alia Travels Pvt. Ltd., a travel agent books ticket for a customer Mr. Z. Travel agent raises invoice on customef Mr. Z
for transportation d passenger by air of 10,000 and his commission of 500. The entire amount of 10,500 is nof

his consideration. The amount of 500 retained by the air travel is to be considered as his consideration.

ILLUSTRATION: 19

M/s L Ltd., being an authorized dealer of the TT brantendered services to buyer of car, but payment is made to
authorized dealer by the TT Company. It is called as consideration is given by third person. Therefore, it is treated as
supply of service and liable to tax in the hands of M/s L Ltd.

onsideration includes nonmonetary consideration.

Aggregate of payments received in money and monetary value of the act or forbearance will constitute consideration:
ILLUSTRATION: 20

A Sports Club agrees to hire services of cricket player Mr. C for a consideration 2 crores. In addition to this, the
agreement provides that the player shall be provided with the car valued 0 lakhs. The entire value of 2.20 crores
will be considered as consideration and subject to tax.

Example : 21 Mr. X sells office furrture to Mr. Y on the condition that donation of 10,000 is payable by Mr. Y to] a
trust. The amount of 10,000 is paid by Mr. Y by reason of purchase of furniture. Hencel0,000 will be treated as

consideration for sale of furniture. Thereby Mr. X isdble to pay GST on 10,000 in addition to the value of furniture

Example : 22

M/s Dev Ltd. agreed to sell its business to M/s RN Ltd., for a considerations{,00,000. M/s Dev Ltd. further agreps
that it will not conduct same or similar business forperiod of 10 years, for which M/s RN Ltd., paid 20,00,000

Hence, M/s Dev Ltd., consideration is 70,00,000.

No consideration:

ILLUSTRATION: 23

Mr. A during long drive with his wife Bela violated traffic rules and was imposed fine df,000. The amont received
as fine or penalty for violation of statutory provisions will not be considered as consideration.

ILLUSTRATION: 24 the following generally not considered as
consideration:

A Grant of pocket money
A Gift or reward (which has not been given in terno§ reciprocity) or
A Amount paid on alimony for divorce
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ILLUSTRATION: 25

Subsidy given by the Government to benefit the farmers cannot be considered an additional consideratign: The
Government provides subsidy, for the benefit of farmers but it is giverthe manufacturer of fertilizers will not be
considered as consideration.

ILLUSTRATION: 26

Deposits: If refunded then, it is not a consideration. Therefore the same does not attract GST. If tax has already bedime
taxpayer would be entitled to refuh

If not refunded then, it is relating to a service, attract GST.

COMPOSITE AND MIXED SUPPLIES [SECTION 8]

STATUTORY PROVISIONS

Section 8 || Tax liability on composite and mixed supplies

Clauses Particulars

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

(a) a composite 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 of two or more supplies shall be
treated as supply of that particular supply that attracts
highest rate of tax.

ANALYSIS

GST is payable on individual goods or services or both at the notified rates. The application of rates
poses no problem if the supply is ofdividual goods or individual services, which is clearly
identifiable and such goods or services are subject to a particular rate of tax.

However, in certain cases, supplies are not such simple and clearly identifiable supplies. Some of the
supplies a& a combination of goods or combination of services or combination of goods and services
both and each individual component of such supplies may attract a different rate of tax.

In such a case, the rate of tax to be levied on such supplies may beeagehall is for this reason,

that the GST Law identifies composite supplies and mixed supplies and provides certainty in respect
of tax treatment under GST for such supplies.

In order to determine whether t hseu pspulpipeside,s oanree
determine whether the supplies are naturally bundled or not naturally bundled in ordinary course of
business.

Composite supplymeans a supply made by a taxable person to a recipient and:
9 comprises two or more taxable suppliesgobds or services or both, or any combination
thereof.
1 are naturally bundled and supplied in conjunction with each other, in the ordinary course of
business
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9 one of which is a principal supply [Section 2(30) of the CGST Act].
1 This means that in a comptessupply, goods or services or both are bundled owing to natural
necessities. The el ements in a composite suj

Principal supply means the supply of goods or services which constitutes the predominantalement
a composite supply and to which any other supply forming part of that composite supply is ancillary.
[Section 2(90) of CGST Act]

How to determine the tax liability on composite supplies?

A composite supply comprising of two or more supplies, onehi€lwis a principal supply, shall be
treated as a supply of such principal supply.

Suvarna Manufacturers entered into a contract with XYZ Ltd. for supply of readymade shirts
packedin designer boxes at XYZ Lfds out |l et . Furt heruldasugeattherma Man
insured duringransit. In this case, supply of goods, packing materials, transport & insurance is a
composite supply wherein supply of goods is principal supply.

When a consumer buys a television set and he also gets warranty amiemanae contract
with the TV, this supply is a composite supply. In this example, supply of TV is the principal supply,
warranty andnaintenance services are ancillary.

A travel ticket from Mumbai to Delhi may include service of food being served ad Hoee
insurance, and the use of airport lounge. In this case, the transport of passenger, constitutes the pre
dominantelement othe composite supply, and is treated as the principal supply and all other supplies
are ancillary. Works contract and rastant services are classic examples of composite supplies.
However, the GST law identifies both as supply of services and such services are chargeable to
specific rate of tax mentioned against such services (works contract and restaurants).

How to deterrme whether the services are bundled in the ordinary course of business?
Whether the services are bundled in the ordinary course of business, would depend upon the normal
or frequent practices followed in the area of business to which services reldten@uwl and
frequent practices adopted in a business can be ascertained from several indicators some of which are
listed below:

1 The perception of the consumer or the service receilfdarge number of service receivers

of such bundle of services reasbly expect such services to be provided as a package, then

such a package could be treated as naturally bundled in the ordinary course of business.

1 Majority of service providers in a particular area of business provide similar bundle of
services.

For example, bundle of catering on board and transport by air is a bundle offered by a

majority of airlines.

1 The nature of the various services in a bundle of services will also help in determining
whether the services are bundled in the ordinary coursesofdss. If the nature of services is

such that one of the services is the main service and the other services combined with such

service are in the nature of incidental or ancillary services which help in better enjoyment of a

main service.

For example, ervice of stay in a hotel is often combined with a service or launderingtof 3
items of clothing free of cost per day. Such service is an ancillary service to the provision of
hotel accommodation and the resultant package would be treated as servicalty natu
bundled in the ordinary course of business.
9 Other illustrative indicators, not determinative but indicative of bundling of services in the

ordinary course of business are:
There is a single price or the customer pays the same amount, no matraubloypackage
they actually receive or use.

0 The elements are normally advertised as a package.

0 The different elements are not available separately.
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The different elements are integral to one overall supply. If one or more is removed, the
nature of thesupply would be affected.

No straight jacket formula can be laid down to determine whether a service is naturally
bundled in the ordinary course of business. Each case has to be individually examined in the
backdrop of several factors some of which ar¢limed above. The above principles
explained in the light of what constitutes a naturally bundled service can be gainfully adopted
to determine whether a particular supply constitutes a composite supply under GST and if so
what constitutes the principaligply so as to determine the right classification and rate of tax

of such composite supply.

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

The individual supplies are independent of each other and are not naturally bundled.
How to determine if a particular supply is a mixed supply?

In order to identify if the particular supply is a mixed supply, the first requisite is to rule out that the
supply is a composite supply.

A supply can be a mixed supply only if it is not a composite supply. As a corollary it can be said that
if the transction consists of supplies not naturally bundled in the ordinary course of business then it
would be a mixed supply.

Once the amenability of the transaction as a composite supply is ruled out, it would be a mixed
supply, classified in terms of supply g@dods or services attracting highest rate of tax.

How to determine the tax liability on mixed supplies?

A mixed supply comprising of two or more supplies shall be treated as supply of that particular supply
that attracts highest rate of tax.

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. Each of these items
can be supplied separately
and is not dependent on any other. It shelt be a mixed supply if these items are supplied
separately.

A shopkeeper selling storage water bottles along with refrigerator. Bottles and the refrigerator
can easily be priced and sold independently
and are not naturally bundled. So, such suppliesrixed supplies.

lllustration 1. Booking of Air Tickets which involves cost of the meal to be provided during
travel Classify Principal & Composite Supply?

Solution- Booking of Air Tickets which involves cost of the meal to be provided during tralldbevi
Composite supply and tax will be calculated on the principle supply which in this case is
transportation of passengers through flight.

lllustration 2. M/s P Ltd. entered into a contract with M/s Z Ltd. for supply of goods. Where
goods are packed andransported with insurance.
Classify Principal & Composite Supply?

Solution- M/s P Ltd. entered into a contract with M/s Z Ltd. for supply of goods. Where goods are |

and transportedvith insurance. The supply of goods, packing materials, trangmartinsurance is .
composite supply and supply of goods is a principal supply.
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lustration 3. A Five-star hotel provides four days and threenight package, with breakfast.
Classify Principal & Composite Supply? The hotel accommodation attracts 18% taand the
restaurant service attracts 28% tax. What will be GST Rate.

Solution- A Five-star hotel provides four days and threght package, with breakfast. This is
composite supply as thpackage of accommodation facilities and breakfast is a nawmabination in
the ordinary course of business for a hotel. In this case, the hotel accommodation is the |
supply, and breakfast is ancillary to the hotel accommodation. The hotel accommodation attra
tax and the restaurant service attrad®8b62tax. As per the example, hotel accommodation is
principal supply, and the entire supply will be taxed at 18%.

lllustration 4. Mr. Ravi being a dealer in laptops, sold a laptop bag along with the laptop to
customer, for 55,000. CGST andSGST for laptop @18% and for laptop bag @28%. What
would be the rate of tax leviable? Also find the GST liability.

Solution- If the laptop bag is supplied along with the laptop in the ordinary course of busine
principal supply $ thatof the laptop and the bag is an ancillary. Therefore, it is a composite supp
the rate of tax would that as applicable to the laptop. Hence, applicable rate of GST 1&%,@00.
CGSTis 4,950 and SGST is4,950.

lllustration 5. Diwali gift hamper which consist of different Items like sweets, chocolates, cakes,
dry fruits packed in one pack is example oCompositeor Mixed Supply and what will be tax rate
applicable onthem?

Solution- Diwali gift hamper which consist of different Itermikd sweets, chocolates, cakes, dry frui
packed in one padk Mixed supply as these items can be sold separately and it shall be treated i
supply of that particular item which attracts the highest rate of tax.

lllustration 6. M/s X Ltd. a dealer offe combo packs of shirt, watch, wallet, book and they
are bundled as a kit and thisTax rate for a shirt, watch, wallet and book are 12%, 18%, 5%
and Nil respectively. What will be the GST Rate applicable ?

Solution- M/s X Ltd. a dealer offer combo paciEshirt, watch, wallet, book and they are bundled ¢
kit and thiskit is supplied for a single price and the supply of one item does not naturally necessi
the supply of other elements. Hence the supply is a mixed supply. Tax rate for a shirtwaitettand
book are 12%, 18%, 5% and Nil respectively. In this case, watch attracts the highest rate of tax
mixed supply i.e., 18%. Hence, the mixed supply will be taxed at 18%.

lllustration 7. Mr. A booked a Rajdhani train ticket, which includesmeal. Is it composite supply or
mixed supply?

Solution- It is a bundle of supplies. It is a composite supply where the products cannot &
separately. The transportatiohpassenger is, therefore, the principal supply.

Rate of tax applicable toehprincipal supply will be charged to the whole composite bundle.
Therefore, rate of GST applicable to transportation of passengers by rail will be charged by IR
the booking of Rajdhani ticket.

lllustration 8. Space Bazar offers a free bucket witbetergent purchased. Is itomposite supply
or mixed supply? Assume rate of GST for detergent @28% and bucket @18%.

Solution- This is a mixed supply. These items can be sold separately.
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Product which has the higher rate, will apply on the whole mixedlbui.e. 28%

LEVY & COLLECTION OF CGST [SECTION 9 OF THE
CGST ACT]

Section 9

Levy and collection

Sub-section

Particulars

(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.

(<)

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.

(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 to such
recipient as (f he is the person liable for paying the tax in
relation to the supply of such goods or services or both.

(4)

The central tax in respect of the supply of taxable goods or
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services or both by a supplier, who is not registered, to a
registered person shall be paid by such person on reverse
charge basis as the recipient and all the provisions of this Act
shall apply to such recipient as if he is the person liable for
paying the tax in relation to the supply of such goods or
services or both

(3)

The Government may, on the recommendations of the
Council, by notification, specify categories of services the tax
on intra-State supplies of which shall be paid by the
electronic commerce operator if such services are supplied
through it, and all the provisions of this Act shall apply to
such electronic commerce operator as if he is the supplier
liable for paying the tax in relation to the supply of such
services.

Provided that where an electronic commerce operator does
not have a physical presence in the taxable territory, any
person representing such electronic commerce operator for
any purpose (n the taxable territory shall be liable to pay tax:

Provided further that where an electronic commerce operator
does not have a physical presence in the taxable territory and
also he does not have a representative in the said territory,
such electronic commerce operator shall appoint a person in
the taxable territory for the purpose of paying tax and such
person shall be liable to pay tax.

Levy and collection as per CGST Act, 2017
I U/s 9(1) of CGST Act, 2017 there shall be levied i tax

o
o

0]
0)

0]
0)

ol elNeolNe)

Called the Central Goods and Services Tax(CGST);

On all the intrastate suppés of goods or services or both, except on supply of
alcoholic liquor for human consumption;

On the value determined u/s 15; and

At such a rate (maximum 20%,) as notified by the Central Government on
recommendation of GST Council; and

Collectedinsuck manner as may be prescri bed;

Shall be paid by the taxable person.

T U/s 9(2) of CGST Act 2017, the CGST of following supply shall be levied with the effect
from such date as notified by the Central Government on recommendation of GST Council

Petroleum crude

High speed diesel

Motor spirit (commonly known as petrol)

Natural gas
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O Aviation turbine fuel

9 (c) Uls 9(3), CGST is to be paid on reverse charge basis by the recipient on notified goods/
services or both (liability to pay tax by thecipient of supply of goods / services rather than
supplier of goods/ services under forward charge)

9 U/s 9(4), CGST on taxable supply of goods/ services to registered supplier from unregistered
supplier is to be paid on reverse charge basis by theeetip

9 U/s 9(5), ECommerce operator is liable to pay CGST on notified istaée supplies.

Levy and collection as per IGST Act, 2017
I U/s5(1) of IGST Act, 2017 there shall be levied aitax

0]
o)

0]
0]

o)
0]

Called the Integrated Goods and Services Tax (IGST);

On allthe interstate supplies of goods or services or both, except on supply of
alcoholic liquor for human consumption;

On the value determined u/s 15 of CGST Act, 2017; and

At such a rate (maximum 40%,) as notified by the Central Government on
recommendationf GST Council; and

Collected in such a manner as may be prescribed; and

Shall be paid by the taxable person. Provided further that IGST will be imposed
on goods/ services imported into India.

I U/s 5(2) of IGST Act, 2017, the CGST of following supplhatibe levied with the effect
from such date as notified by the Central Government on recommendation of GST
Council

0]
o)
o)
0]
o)

Petroleum crude

High speed diesel

Motor spirit (commonly known as petrol)
Natural gas

Aviation turbine fuel 97

9 U/s 5(3), IGST is to bgaid on reverse charge basis by the recipient on notified goods/
services or both (liability to pay tax by the recipient of supply of goods / services rather
than supplier of goods/ services under forward charge).

9 U/s 5(4), IGST on taxable intstate spply of goods/ services to registered supplier from
unregistered supplier (agriculturist) is to be paid on reverse charge basis by the recipient.

9 U/s 5(5), ECommerce operator is liable to pay CGST on notified istate supplies.

lllustration 9. Mr. Asif of Mumbai Supplied Goods to MBinay of Pune 10,000¢f. If GST Rate is
5%, 12%, 18% and 28% under GST. Calculate Hayableby Mr. Asif ?

Solution’i

Particulars @5% @12% @18% @28%
Value of Supply 10000 10000 10000 10000
Add CGST @ 2.5% 250 600 900 1400
Add SGST @ 2.5% 250 600 900 1400
Total Value of Invoice 10500 11200 11800 12800
Tax Payble by Mr. Asif 500 1200 1800 2800
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lllustration 10. Mr. C of Chennai supplied goods/services f&0,000 to Mr. M of Madurai. SGST
and CGST rate on supply of goods and services is 9% each. IGST rate is 18%. Find the following: (a)
Total price charged by Mr. @b) Who is liable to pay GST?

Solution ¥

(a) (c)

Particulars Particulars @18%

Value of Supply 20,000 Value of Supply 20,000

Add CGST @ 9% 1,800 Add IGST @ 5% 3,600
Total Value of

Add SGST @ 9% 1,800 Invoice 23,600

Total Value of Invoice 23,600

(b) Mr. Cis liable to pay GST. 23,600

lllustration 11.M/s. ABC Ltd. provides the following relating to information technology software.
Compute the value of taxable service and GST liability (Rate of CGST 9% and SGST 9%)? (a)
Development and Design of information technology softwad lakhs; (b) Sale ofrp-packaged
software, which is put on media52 lakhs.

Solution’
Particulars
Value of Supply 67,00,000
Add CGST @ 9% 6,03,000
Add SGST @ 9% 6,03,000
Total Value of Invoice 79,06,000

lllustration 12.Mr.C unregistered dealer of Tamil Nadupplied goods/services fo20,000 to Mr.
M of Maharashtra. SGST and CGST rate on supply of goods and services is 9% each. IGST rate is
18%. Find the following: (a) Total price charged by Mr. C. (b) Who is liable to pay GST?

Solution'¥
Particulars
Value of Supply 20,000
Add IGST @ 18% 3,600
Total Value of Invoice 23,600
(b) Mr. M is liable to pay GST. 23,600

{Hint : Reverse Chages}

lllustration 13.M/s X & Co., sells electrical cables, motors and wires. Company also undertake to
repair switches, motor sets. Turnover during preceding financial year from sale of gos68dakhs,
whereas repairing unit is1 lakh. Is M/s X & Co. eligible for composition scheme. Advice.

Solution i

No. Since, M/s X & Co., deals partly with suppif/services. Therefore, the benefit of composition
scheme will be denied to M/s X & Co.
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Composition Scheme

The Government of India provides for simplified and easy of doing business scheme for payment of taxes and filling of
returns to certain categosi®f taxable person. As a result such taxable person is not required to maintain elaborate records
and filing detailed returns. Section 10 of the CGST Act, provides for composition levy to such person.

Person eligible for Composition Levy u/s 10 of CGST Ac

Composition Levy u/s 10 of CGST Act

Supply of service
other than
restaurant a nd
outdoor caterer

Supply of
goods
exempted
from GST

Inter State
outward
supplies
of goods

\ 4 A A 4
Option to pay tax at Composition
levy is not applicable

Supply of Goods
through ECO

Person is eligible to opt composition levy provided previous year t ur noitcrore

As per Section 10(1) of CGST Act, 2017, Registered person, whose aggregate turnnover in the financial year did not exceed
1 crore ( 75 Lakhs for northeastern states), may opt to pay composition Ieye: North eastern states includes

Arunadal Pradesh;

Assam;

Manipur

Meghalaya

Mizoram;

Nagaland;

Sikkim;

Tripura;

© ® N o 0 ~ 0 N PR

Himachal Pradesh.

Aggregate turnover as per Section 2(6) of CGST Act, 2017:
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The term flaggregate turnovero means the aggwadsapplesomal ue of
which tax is payable by a person on reverse charge basis), exempt supplies, exports of goods or services or beth and inter
state supplies of persons having the same Permanent Account Number, to be computed on all India basis but excludes
central tax, state tax, union territory tax, integrated tax and cess.

Aggregate turnover includes Aggregate turnover excludes

The value of exported goods/services Inward supplies on which the recipient is required to pay
under Reverse Charge Mechani@RCM).

Exempted goods/services or both which attracts nil rate of
wholly exempt from tax and includesntaxablesupply.

Central tax (CGST),
State tax (SGST),
Union territory tax and
Integrated tax (IGST)

ol Do Do Do Do

Inter-state supplies between distipersons having same PAN Compensation Cess

Supply on own account and on behalf of principal.

Important points:
(i)  The turnover will be computed PAN wise.

(i)  The partner and partnership firm will have different PAN Nos. Thus the turnover of the partrpareneiship firm
will not be aggregated.

(iii) The HUF and individual coparcener of the family have different PAN Nos. Hence, turnover of Karta of HUF in his
individual capacity and turnover of Karta as a Karta of HUF will not be aggregated.

Supply of goods, &r completion of jobwork, by a registered jobworker shall be treated as the supply of goods by the

principal referred to in Sec. 143 of the CGST Act, 2017, and the value of such goods shall not be included in the aggregate

turnover of the registered jobwer. It will be included in the turnover of principal.

Persons not entitled to avail Composition Scheme:

The Section 10(2) of the CGST Act, 2017 specifies the benefit of composition scheme shall not be granted if a taxable

person is:

(&) engaged in the suppbf services (other than restaurant and outdoor catering service);

(b) engaged in making any supply of goods which are not leviable to tax under this Act;

(c) engaged in making any intstate outward supplies of goods;

(d) engaged in making any supply of goodsotlgh an electronic commerce operator who is required to collect tax at
source under section 52; and

(e) a manufacturer of such goods as may be notified by the Government on the recommendations of the Council:

Illustration 14.M/s X Ltd. being a manufactureof laptops has four factories in Chennai, Salem, Coimbatore and Madural
Place P.Y. Turnover in lakhs (Including Taxes @ 18%)
Chennai 57.91
Salem 12.00
Coimbatore 8.00
Madurai 10.00
Chennaiill 23.60
Total 111.51
Is M/s X Ltd eligible for composion levy in the current year?

Answer:
Aggregate turnover = 111.51 x 100/118 84.50 lakh

Note: Since, aggregate turnover in the preceding financial year does not exceaxore, M/s X Ltd. is eligible for
composition Scheme.
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Illustration 15.M/s Pau Ltd. being a trader of laptops has two units in Chennai and in Mumbai.

Place P.Y. Turnover in lakhs (Excluding taxes)
Chennai 52.00
Mumbai 12.00

Your are required to answer the following:

(a) Is M/s Paul Ltd eligible for composition levy in the curregear?

(b) If so, can M/s Paul Ltd. opt composition scheme for Chennai location and normal scheme for Mumbai?
(c) Need to give separate intimations for opting composition scheme in each State.

Answer:
(@) Yes. M/s Paul Ltd. is eligible to avail the composition sabeén both the states namely Tamil Nadu and Maharashtra.

Since, M/s Paul Ltd. has same PAN, and his aggregate turnover does not exceeds rupees one crore, it is eligible for
composition levy, even though the company has multiple registrations under GST.

(b) No. M/s Paul Ltd. cannot opt composition scheme for one location and normal scheme for another location. Where
more than one registered persons are having the same Permanent Account Number (issued under-the Aatome
1961), the registered person shait be eligible to opt for the scheme under-sebtion (1) of Section 10 of CGST
Act, 2017 unless all such registered persons opt to pay tax under thsacsiomn.

(c) Intimation to opt composition scheme in respect of any place of business in any Statiero&fritory shall be
deemed to be intimation in respect of all other places of business registered on the same Permanent Account Number
(PAN).

Illustration 16.M/s X & Co., sells electrical cables, motors and wires. Company also undertake to repathssjimotor sets.
Turnover during preceding financial year from sale of goods i§9 lakhs, whereas repairing unit is 1 lakh. Is M/s X &

Co. eligible for composition scheme. Advice. Answer:

No. Since, M/s X & Co., deals partly with supply of services. Therefore, the benefit of composition scheme will be déigX
& Co.

Exampe : Mr. Q is a paper merchant own 5,000 sq ft., shop at Chennai. Mr. Q offered extra space available ip their

shop to supplier to put up their advertisement. His turnover in the previous year from sale of go@@slakhs and
advertising services 2 lakhs. Is Mr. Q eligible for composition scheme in the current year? Answer:

No. Mr. Q being a paper merchant charging services and hence, the benefit of composition scheme is not allowed.

Example : Hotel King Pvt., Ltd. provider of restaurant services in NBwlhi. They also serve beer, whisky and so |on.
Turnover in the preceding previous year is67 lakhs. Is Hotel King Pvt. Ltd. eligible for composition scheme in [the
current year? Answer:

Hotel King Pvt. Ltd., is not eligible for composition scheme. Since they are supplying the product, which is not lgvied to
GST (namely beer, whisky).

[llustra tion 17.Mr. A of Chennai is a retailer dealing with cell phones. He supplies goods to the person located in
Chennai and
Pondicherry. Aggregate turnover in the preceding financial year is45 lakhs. Mr. A wants to opt for compositipn
scheme in the currenfinancial year. Advise. Answer:

No. When the person makes intstate supply of goods, benefit of composition scheme is prohibited. Therefore, Mr. A
will not be entitled to the benefit of composition scheme.

Illustration 18. Peter England is a trader wi sells his readynade clothes online on Amazon India (an Electronic Comme
Operator). He received an order for 12, 00,000 in the previous year. Peter England also supplied goods from there ol
Aggregate turnover of the company in the previous year wa4.,00,000.

Is Peter England eligible for composition scheme? Answer:

No. Peter England engaged in makirgupply of goods through an electronic commerce operator who is required to collect
source under section 52 of CGST Act, 2017. Hence, Peter England is not eligible for composition scheme.
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Illustration 19. Hot Breads Pvt. Ltd is the supplier of baky products registered in the current financial year (2018) w.e.f
1st Oct 2017. In the month of Oct 2017 total taxable suppli&8 lakhs.

Answer the following:

(@) Is Company eligible for Composition Scheme?

(b) If so company wants to pay tax @ 1% being a trader. However, the Deputy Commissioner of Central Tax contended tf
assessee is liable to pay tax @ 5% under the Food anthResit Services category?
Advise.

Answer:

(@) Hot Breads Pvt. Ltd. is eligible for composition levy in the current year.

(b) The supply of food and restaurant services category is the only service included under the composition scheme. For a
to be catgorised as food and restaurant services, there needs to be an element of service involved.

In the given case, supply of bakery products, there is only a supply of goods i.e. food items but there is no elemenlyaff
service. Hence supply of bakeryqalucts is eligible to pay GST @1%, under the Traders category and not Food and Rest
Services category.

Therefore, departmentds contention is not correct.

N7

[llustration 20. Hotel King Pvt. Ltd. is a registered person under GST. P.Y. turnover wd€0 lakhs. Applicabl
GST 18%. Inputs cost 7,80,000 (exclusive of GST 18%). Profit margin is 40% on cost. Find the invoice pricg and
advice the best option to pay tax if any. There is no opening balance and closing balance for the tax period.

Answer:
Composition Levy Normal Provision
Particulars Value in Particulars Value in

Cost of inputs 7,80,000) Cost of inputs 7, 80,000

Add: GST 18% on inputs 1,40,400) Add: GST 18% on inputs Not Cost

Total Cost 9,20,400 Total Cost 7 , 80,000

Add: Profit margin 40% 3,68,160 Add: Profit margin 40% 3, 12,000

Invoice Price 12,88,560 Add: GST 18% CGST & SGST 1, 96,560

CGST 2.5% 32,214 Invoice Price 12, 88,560

SGST 2.5% 32,214 CGST 9% | SGST 9%

Total GST Liability 64,428 Output Tax 98,280 98,280
Less: ITC -70,200 -70,200
Net Liability 28,080 28,080
Total Tax is 56,160
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Chapter 3
Exemptions U/S 11

INTRODUCTION

When a supply of goods and/or services falls within the purview of charging section, such supply is
chargeable to GST. However, for determining the liability to pay the tax, one needthéo @ireck

whether such supply of goods and/or services are exempt from tax. 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 ntaxable supply. Reer to grant exemption from GST has been
granted vide section 11 of the CGST Act and vide section 6 of the IGST Act. State GST laws also
contain identical provisions granting power to exempt SGST. Under earlier Indirect Tax regime, a
larger number of exentipns were enjoyed by the taxpayide idea is to prune the exemption list

under GST Regime. Area based exemptions have been done away with under GST. Essential
goods/services, i.e. public consumption products/services, have been exempted. Items such as
unbranded atta/maida/besan, unpacked food grains, milk, eggs, curd, lassi and fresh vegetables are
among the items exempted from GST. Further, essential services like health care services, education
services, etc. have also been exempted.

The incidence of tais the foundation stone of any taxation system. It determines the point at which
tax would be levied, i.e. the taxable event. The earlier framework of taxable event in various statutes
was prone to catena of interpretations resulting in litigation siecadés. Broadly, the controversies
related to issues like whether a particular process amounted to manufacture or not, whether the sale
was predetermined sale, whether a particular transaction was a sale of goods or rendering of services
etc. The GST lawsesolve these issues by laying down one comprehensive taxable event i.e.:

i S u p pSupply of goods or services or both.

GST Law, by |l evying tax on the O&6ésupplyd of goo
understood conce®ptsesnddr Otthaex adtl &t ee vEAT Laws, Exc
Laws i.e. sale, manufacture and service respectively. In the GST regime, the entire value of supply of
goods and /or services is taxed in an integrated manner, unlike the earlier indirect taxesendich

charged independently either on the manufacture or sale of goods, or on the provisions of services.

POWER TO GRANT EXEMPTION FROM TAX
[SECTION 11 OF THE CGST ACT/SECTION 6 OF
IGST ACT]
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Section 11 Power to grant exemption from tax

Sub-section Particulars

(1) Where the Government is satisfied that it is necessary in the
public interest so to do, it may, on the recommendations of the
Council, by notification, exempt generally, either absolutely
or subject to such conditions as may be specified therein,
goods or services or both of any specified description from the
whaole or any part of the tax leviable thereon with effect from
such date as may be specified in such notification

(2) Where the Government is satisfied that it is necessary in the
public interest so to do, it may, on the recommendations of
the Council, by special order in each case, under
circumstances of an exceptional nature to be stated in such
order, exempt from payment of tax any goods or services or
both on which tax is leviable.

(3) The Government may, if it considers necessary or expedient so
to do for the purpose of clarifying the scope or applicability of
any notification issued under sub-section (1) or order issued
under sub-section (2), insert an explanation in such
notification or order, as the case may be, by notification at any
time within one year of issue of the notification under sub-
section (1) or order under sub-section (2), and every such
explanation shall have effect as if it had always been the part
of the first such notification or order, as the case may be.

CGST Act| IGST Act| Provision
2017 2017

Section 11(1) | Secton 6(1) | Power to grant exemption with the Central Government by Notification

A General exemption

A Absolute exemption

A Conditional exemption

Upon recommendation of the GST Council

Section 11(2) | Section 6(2) | Exemption by special order

Section 11(3) | Section 68) | Explanation in such notification issued u/s 11(1) or 6(1) of CGST or
or order issued u/s 11(2) or 6(2) of CGST or IGST as the case may beg

As per Section 11 of the CGST Act, 2017 and Section 6 of the IGST provides power to Central
Government of Idia to exempt on recommendation of the GST Council either absolutely or subject
to such condition, as may be specified goods or services of specified description from the whole or
any part of the tax leviable theredxempt Supply:
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As per Section 2(47) &GS T Act , 2017 Aexempt supplyod means
both which attracts nil rate of tax or which may be wholly exempt from tax under section 11, or under
section 6 of the Integrated Goods and Services Tax Act, and includésxattesupply;

Exempt supply includes the supply of following type of goods and services:
(@ Supply attracting nil rate of tax;
(b) Supplies wholly exempt from tax; (c)  Non-taxable

supply;General Exemptions:

As per sec. 11(1) of the CGST Act, 2017 and Sec. 6(1heoGST Act, 2017 the Government of

India on the recommendations of the GST Council by notification, exempt generally, either absolutely
or subject to such conditions as may be specified therein, goods or services or both of any specified
description fronthe whole or any part of the tax leviable thereon with effect from such date as may
be specified in such notification.

Example:

(1) General exemption granted where supply is in relation to supply of Indian National Flag [vide
Notification No.2/2017Central Tax (Rate) Dt. 286-2017]. It is called as absolutely exempt.
GST rate is Nil.

(2) Services provided by a goods transport agency, by way of transport in a goods carriage for
agricultural

produce were exempted from GST [vide Notification No. 12/2@é&ntral Tax (Rate) Dt 286

2017]. It is called as general exemption subject to such condition where supply of service is in the

nature of transport of agricultural produce

Absolute Exemption vs Conditional Exemption:

Absolute Exemption Conditional Exemption

The taxable person must avail all the benefitd In case of conditional exemption, this istaiphe
notification, which are absolute (i.e. without g registered person to avail or not to avail the benei

condition). Example :

Example : Applicability of Sec 10 of CGST Act is at the
Applicability of Sec. 9(3) of CGST Act, 2017 whei option of the eligible assessee.
Reverse Charge Mechanism is mandatory.

Exemption by Special Order:

As per sec. 11(2) of the CGST Act, 2017 and Sec. 6(2) of the IGST Adt,tB81Government of

India on the recommendations of the GST Council by Special Order, in each case, under
circumstances of an exceptional nature to be stated in such order, exempt from the payment of tax any
goods or services or both on which tax is leidab

Examplei

Exemption granted by special order to all assesses registered in one State, from payment of GST by
reason, earthquake or assessees are affected in tsunami. Such special order can be issued only in
exceptional nature to be stated in suckeard

Explanation in such notification or order:

As per sec 11(3) of the CGST Act, 2017 or sec 6(3) of the IGST Act, 2017, Government is
empowered to clarify the scope of applicability of any notification or special order by inserting an
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explanation in suchotification or order. Such clarification shall only be issued by notification within
ONE year of issuing of notification or special order and every such explanation shall have effect as if
it had always been the part of the first such notification orrpedethe case may be.

Example’

Assume a notification issued on 28th June 2017 may specify that it will be effective from 1st July
2017. In such case an explanation is inserted (i.e. subsequently) within one year reckonét from 1
July 2017 but not fror@8th June 2017. If so such an explanation is effective from 1st July 2017.

Summary:

Exempted Goods or

Services or Both

y

A

General Exemptions
[Sec 11(1)/Sec 6(1)]

Exemptions by Special
Order [Sec 11(2)/Sec 6(2)]

A 4

Absolute
Exemption

Conditional
Exemption

Y

Y A 4

Issued by notification upon
recommendation of the GST Council

Issued upon recommendation
of the GST Council

The following goods and services are exempted from GST:

S. Exempted goods Exempted services
No. | (Notification No.2/2017Central Notification No. 12/2017 Central Tax
Tax (Rate) Dt. 2806-2017) (Rate) Dt 2806-2017)
1 Live animals other than live horsq Services by an entity registered under section 12AA o
Incometax Act, 1961 by way of charitable activities.
2 Meat and edible meat offal Services by way of transfef a going concern, as a whole ol
independent part thereof.
3 Fish, crustaceans, molluscs & ot| Pure services (excluding works contract service or (
aguatic invertebrates composite supplies involving supply of any goods) provide
the CentralGovernment, State Government or Union territ
or local authority or a Governmental authority by way of
activity in relation to any function entrusted to a Panch
under article 243G of the Constitution or in relation to
function entrusted to Bunicipality under article 243W of th
Constitution.
4 Dairy produce; Services by Central Government, State Government, U

honey; edible products of anin
origin, not elsewhere specified

territory, local authority or governmentalithority by way of
any activity in relation to any function entrusted tg
municipality under article 243 W of the Constitution.
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1. Human hair, unworkel

whether or not washed
scoured; waste of human hair

2. Semen including frozen seme

Services by a garnmental authority by way of any activity
relation to any function entrusted to a Panchayat under &
243G of the Constitution.

Notification No. 32/2017 Central Tax (Rate) dt 13.10.2017,
notification extends the exemption from GST to Cer
Government, State Government, Union territory, local auth
along with Governmental Authority.

Live trees and other plants; bull
roots and the like; cut flowers al
ornamental foliage

Services by the Central Government, State Government, U

terrtory or local authority excluding the following serviées

(@) services by the Department of Posts by way of speed
express parcel post, life insurance, and agency se
provided to a person other than the Central Govern
State Government, Unioertitory;

(b) services in relation to an aircraft or a vessel, insid
outside the precincts of a port or an airport;
(c) transport of goods or passengers; or

(d) any service, other than services covered under entries
(c) above, provided to business engtie

A\
A\
A\

Edible vegetables, roots and tubg
Potatoes, fresh or chilled.
Tomatoes, fresh or chilled.

Onions, shallots, garlic, lee
and other alliaceous vegetab
fresh or chilled.

Cabbages,cauliflowers, kohlra
kale and similar edible brassic
fresh o chilled etc.,

Services provided by the Central Government, S
Government, Union territory or local authority to a busir
entity with an aggregate turnover of up t@0 lakh ( 10 lakh
in case of a special category state) in the preceding fina
year.

Explanation:- For the purposes of this entry, it is her
clarified that the provisions of this entry shall not be applic
to-
(a) services,
() by the Department foPosts by way of speed pc
express parcel post, life insurance, and agency se
provided to a person other than the Central Govern
State Government, Union territory;
(i) in relation to an aircraft or a vessel, inside or outsid
precincts of a prt or an airport;
(i) of transport of goods or passengers; and
(b) services by way of renting of immovable property.
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8 Edible fruit and nuts; peel of citry Services provided by the Central Government, §
fruit or melons, Coconuts, fresh | Government, Union territory or local authority to anof
dried, whether or not shelled | Central Government, State Government, Unionttrior local
peeled Bananas, includit authority:
plantains, fresh or dried, Date! . . . . .
figs, pineapples, avocados, guay Proylded that nothing contained in this entry shall appl
mangoes and mangos teens, fil SEMVICES
etc., () by the Department of Posts by way of speed post, e)

parcel post, life insurance, and agency services provide
person other than the Central Governime Stats
Government, Union territory;

(i) in relation to an aircraft or a vessel, inside or outsidg
precincts of a port or an airport;

(i) of transport of goods or passengers

9 Coffee beans, not roasted] Services providd by Central Governmengtate Governmen
Unprocessed green leaves of teg Union territory or a local authority where the consideratior|

such services does not excees, 000:

Provided that nothing contained in this entry shall apply to

() services by the Department of Posts by way of speed
express parcel post, life insurance, and agency sel
provided to a person other than the Central Governr
State Governent,Union territory;

(i) services in relation to an aircraft or a vessel, insidf
outside the precincts of a port or an airport; (iii) transpo
goods or passengers:

Provided further that in case where continuous suppl|

service, as defined in swdaction (33) of section 2 of th

Central Goods and Services Tax Act, 2017, is provided b

Central Government, State Government, Union territory

local authority, the exemption shall apply only where

consideration charged for such service doesroted 5,000

in a financial year.

10 Cereals Services provided by way of pure labour contracts
All goods [other than those put | qonstructlon,ereptlon, commissioning, m;tallauon, completl
in unit container and bearing fitting out, repair, maintenance, renovation, or alteration

. d brand civil structure or any other original works pertaining to
registered brand name]. beneficiaryled individual house construction or enhancen
Fresh ginger, other than [under the Housingfor All(Urban) Mission or Pradha
processed form etc., MantriAwasY ojana.

11 Products of milling industry; ma| Services by way of pure labour contracts of construc
starches; insulin; wheat gluten | erection, commissioning, or installation of original wo

pertaining toa single residential unit otherwise than as a pa

a residential complex.

12 Oil seeds and oleaginous fruif Services by way of renting of residential dwelling fase al

miscellaneous grains, seeds
fruit; industrial or medicinal plant:

straw and fodder

residence.
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13

Lac; gums, resins and oth
vegetable saps and extracts |
and Shellac,

Services by a person by way of(a)

conduct of any religious ceremony;

(b) renting of precincts of a religious place meant for gel
public, owned or managedyban entity registered as
charitable or
religious trust under section 12AA of the Incotag Act

1961 or
a trust or an institution registered under sub clause (
clause (23C) of section 10 of the Incotag Act or a body
or an authority covered der clause (23BBA) of section !
of the said Incomgax Act:

Provided that nothing contained in entry (b) of this exem

shall apply to,

() renting of rooms where charges arg,000 or more per da

@i renting of premises, community halls, kalyanmandapa
open area, and the like where charges at8,000 or mor|
per day;

(i) renting of shops or other spaces for business or com
where charges arel10,000 or more per month.

14

Vegetable plaiting  material
vegetable products, not elsewnh|
specified or included Betel leaves

Services by a hotel, inn, guest house, club or campsit
whatever name called, for residential or lodging purpd
having declared tariff of a unit ofcaommodation below
1,000 per day or equivalent.

15

Sugar and sugar confectionery C
jaggery

Transport of passengers, with or without accompse

belongings, by

(a) air, embarking from or terminating in an airport locate
the state of
() Arunachal Pradesh,

(i) Assam,

@iy Manipur,

(v) Meghalaya,

(v) Mizoram,

(viy Nagaland,

(vii) Sikkim, or

(viii) Tripura or

(ix) at Bagdogra located in West Bengal,

(b) nonairconditioned contract carriage other than radio
for transportation of passengers, excluding tou
conducted tour, charter or hire; or

(c) stage arriage other than airconditioned stage carriage.
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16

Preparations of cereals, flour, stg
or mil k; pastry

1. Puffed rice, commonly knowi
as Muri, flattened or beatq
rice, commonly known a
Chira, parched rice, commorn
known as khoi, pated paddy
or rice coated with sugar |
gur, commonly known @
Murki

2. Pappad, by whatever name
is known, except when servi
for consumption

3. Bread (branded or otherwis
except when served fi
consumption and pizza breay

Services provided to the Centr@overnment, by way ¢
transport of passengers with or without accompal
belongings, by air, embarking from or terminating at a regi
connectivity scheme airport, against consideration in the
of viability gap funding: Provided that nothing comdl in this
entry shall apply on or after the expiry of a period of one
from the date of commencement of operations of the reg
connectivity

scheme airport as notified by the Ministry of Civil Aviation

17

Miscellaneous edible preparation

1. Pasadam supplied by religioj
places like temples, mosqui
churches, gurudwaras, darga
etc.

Service of transportation of passengers, with or wil
accompanied belongings, dy
(a) railways in a class other than
() first class; or
(i) an airconditioned coach;
(b) metro, monorail or tramway;
(c) inland waterways;
(d) public transport, other than predominantly for toul
purpose, in a vessel between places located in India; an
(e) metered cabs or auto rickshaws (includingc&shaws).

18

Beverages, spirit and vineg;i
Water [dher than aerated, miner,
purified, distilled, medicinal, ionig
battery, demineralized and wate
sold in sealed container

Services by way of transportation of goeds

(@ by road except the servicesdofi) a goods
transportation agency;
(i) a courier ageng

(b) by inland waterways.

19

Residues and waste from the fi
industries; prepared animal fodde

Services by way of transportation of goods by an aircraft fr
place outside India upto the customs station of clearance i

20

Salt; sulphur; earths dn stone;
plastering materials, lime ai
cement

Services by way of transportation by rail or a vessel fron
place in India to another of the following godds

(a) relief materials meant for victims of natural or maad¢
disasters, calamities, accidents dshmap;

(b) defence or military equipments;

(c) newspaper or magazines registered with the Registi
Newspapers;

(d) railway equipments or materials;
(e) agricultural produce;

fH milk, salt and food grain including flours, pulses and
and (g) organic manure.
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21 Phamaceutical products Hum| Services provided by a goods transport agency, by w
Blood and its components transport in a goods carriage-of

(a) agricultural produce;

(b) goods, where consideration charged for the transportat
goods on aconsignment trangjgal in a single carriage dd
not exceed 1,500;

(c) goods, where consideration charged for transportation
such goods for a single consignee does not exc&eq;

(d) milk, salt and food grain including flour, pulses and rice;

(e) organic manure;

(fy newspaper 10 magazines registered with the Registra
Newspapers;

(9) relief materials meant for victims of natural or nraade
disasters, calamities, accidents or mishap; or (h) defe
military equipments.

Entry No. 21A: ASer vi cesenpy

to an unregistered person, including an unregistered

taxable person, ot her than
from GST [vide Notification No. 33/2017 Central Tax (Rate

13.10.2017].

22 1. Organic manure, other than || Services by way of giving on hire:
up In unit - coitainers - an (@) to a state transport undertaking, a motor vehicle mes¢
bearing a brand name. _
carry more than twelve passengers; or

(b) to a goods transport agency, a means of transportat

goods.
23 Essential oils and resinoidg Service by way of access to a road or a bridge on payment
perfumery, cosmetic or toil{ charges.
reparations 1. Kumkum, Binc ) .
gingur Alta Entry 23A: Service by way of access to a road or a bridg
’ payment of annuity is also exempodrin GST (Notification No.

32/2017 Central Tax (Rate) Dt 13.1M27)

24 Miscellaneous chemical produc| Services by way of loading, unloading, packing, storag
Municipal waste, sewage sludg warehousing of rice.
clinical waste

25 Plastics and artiek thereof Plast Transmission or distribution of electricity by an electri
bangles transmission or distribution utility.

26 Rubber and articles therq Services by the Reserve Bank of India.
Condoms and contraceptives

27 Wood and articles of woodyood Services by way &

charcoal Firewood or fuel wood

(@) extending deposits, loans or advances in so far a
consideration is represented by way of interest or dis(
(other than interest involved in credit card services);

(b) sale or purchase of foreignurcency amongst banks
authorized dealers of foreign exchange or amongst |
and such dealers.
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28 Paper and paperboard; articles| Services of life insurance business provided by way of an
paper pulp, of paper or (under the NatiodaPension System regulated by the Pen|
paperboard Fund Regulatory and Development Authority of India undel

Pension Fund Regulatory and Development Authority
2013 (23 of 2013).

29 Printed books, newspape| Services of life insurance business provided or agreed |
pictures and other products of { provided by the Army, Naval and Air Force Group Insurs
printing indwtry, manuscripty Funds to members of the Army, Navy and Air Fol
typescripts and plans respectively, under the Group Insurance Scleeofieche Centrg

Government.

30 Raw Silk Services by the Empl oyees|
persons governed under t he
1948 (34 of 1948).

31 Wool, fine or coarse animal hg Services provided by the Employees Provident Fi
horse hair yarn and woven fabric| Organisation to the persons governed under the Emplq

Provident Funds and the Miscellaneous Provisions Act,
(19 of 1952).

32 Cotton Services provided by the Insurance Regulatoryd
1. Gandhi Topi, Development Authority of India to insurers under the Insur:
2. Khadi yarn Regulatory and Development Authority of India Act, 1999

of 1999).

33 Other vegetable textile fibres; pa| Services provided by the Securities and Exchange Boa
yarn, woven fabrics of paper yarr| India set up under the Securities and Exchange Board of
1. Coconut, coir fibre Act, 1992_ (15 of .1_992) by way of protecting the interest

_ investors in securities and to promote the developrogrdand
2. Jute fibres, raw or pOBSSE| g reqylate, the securities market.
but not spun

34 Other made up textile articles, s¢ Services by an acquiring bank, to any person in relatig
worn clothing and worn textill settlement of an amount upt®,000 in a sigle transactiol
articles; rags Indian National Flad transacted through credit card, debit card, charge card or

payment card service.

Explanatonrd For t he purposes of
means any banking company, financial institution inclug
nonbanking financial comparor any other person, who mak
the payment to any person who accepts such card.

35 Ceramic products Services of general insurance business provided under foll

scheme$

(@) Hut Insurance Scheme;

(b) Cattle Insurance under Swarnajaynti Gram SwaroYgfra
(earlier known as Integrated Rural Developn

Programme); (c) Scheme for Insurance of Tribals;

(d) Janata Personal Accident Policy and Gramin Acc
Policy;

(e) Group Personal Accident Policy for S&ployed Womer

(f Agricultural Pumpset and Failed Well Insuree;

(9) premia collected on export credit insurance;

(h) Weather Based Crop Insurance Scheme or the Mo
National Agricultural Insurance Scheme, approved by
Government of India and implemented by the Ministr]
Agriculture;

@) Jan ArogyaBima Policy;

57



() Nationd Agricultural Insurance Scher

(RashtriyaKrishiBimaY ojana);

(k) Pilot Scheme on Seed Crop Insurance;

() Central Sector Scheme on Cattle Insurance;
(m) Universal Health Insurance Scheme;

(n) RashtriyaSwasthyaBima Yojana;

(o) Coconut Palm Insurance Scheme;

(p) Pradhan ManiBSurakshaBimaYojna;

(@ Niramaya Health Insurance Scheme implemented b
Trust constituted under the provisions of the National ]
for the Welfare of Persons with Autism, Cerebral P
Mental Retardation and Multiple Disabilities Act, 1999
of 1999)

36 Glass and glassware Services of life insurance business provided under follo
1. Bangles (except those mj{Schemes
from precious metals) (a) JanashreeBimaYojana;
(b) AamAadmiBimaYojana;
(c) Life micro-insurance product as approved by the Insur
Reguatory and Development Authority, having maxim
amount of cover of fifty thousand rupees;
(d) Varishtha Pension BimaYojana;
(e) Pradhan MantriJeevanJyotiBimaYojana;
(H Pradhan Mantri Jan DhanYogana,;
(9) Pradhan MantriVayaVandanY ojana
37 Tools, implements, cutlengpoong Services by way of collection of contribution under the
and forks of base metal; pa|Pension Yojana.
thereof of base metal
1. Agricultural implemen;
manually operated or anin
driven
38 Nuclear reactors, boiler| Services by way of collection of contribution under any pe;
machinery and mechanid scheme of the State Governments.
appliances; parts thereof
1. Handloom [weaving machiner
39 Aircraft; spacecraft Services by the following persons in respective cigs i
and parts thereof

(@) business facilitator or a business correspondent to a bz
company with respect to accounts in its rural area brand

(b) any person as an intermediary to a business facilitato
business correspondent with respect to services mentig
entry (a); or

(c) business facilitator or a business correspondent t
insurance company in a rural area.
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40

Optical, photographi{ Sevices provided to the Central Government, S
cinematographic, measurif Government, Union territory under any insurance schem|
checking, precision, medical |[which total premium is paid by the Central Government, §
surgical instruments and apparal Government, Union territory

parts and accessories thereof

41

Musical instruments; One time upfront amount (called as premium, salami,
parts and accessories | price, development charges or by any other name) levial
sucharticles respect of the service, by way of granting long term (th
_ years, or more) leasd mdustrial plots, provided by the Stg
1. Indigenous handmade mus|Government Industrial Development —Corporations
Instruments Undertakings to industrial units

42

Miscellaneous manufactur] Services provided by the Central Government, S
articles Government, Union territory or local authority by way
allowing a business entity to operate as a telecom se
provider or use radio frequency spectrum during the p¢
2. Slates prior to the 1st April, 2016, on payment of licence fee
spectrum user chargess the case may be

1. Slate pencils and chalk sticks.

43

Project imports, laboratoll Services of leasing of assets (rolling stock assets inclt
chemical s, p a s |wagons, coaches, locos) by the Indian Railways Fin
personal importation, ship stor| Corporation to Indian Railways.

Passenger baggage

Exempted services Notification No. 12/201Tentral Tax (Rate) Dt 2806-2017)

44

Services provided by an incubatee up to a total turnoveb0flakh in a financial year subject to
following conditions, namely:

(a) the total turnover had not exceeded fifty lakh rupees during the preceding financial year; a
(b) a period of three years has not elapsed from the date of entering into an agreeandntabate

45

Services provided by
(@) an arbitral tribunal td
() any person other than a business entity; or
(i) a business entity with an aggregate turnover up26 lakh ( 10 lakh in the case of spec
category states) in the preceding financial year;
(b) a partnership firm of advocates or an individual as an advocate other than a senior ady
way of legal services to
() an advocate or partnership firm of advocates providing legal services;

(i) any person other than a business entity; or (iii) a besieatity with an aggregate turnovel
to

20 lakh ( 10 lakh in the case of special category states) in the preceding financial ye
(c) a senior advocate by way of legal services to(i) any person other than a business entity; g

(if) a business entity with an aggregate turnover up20 lakh ( 10 lakh in the case of sped
category states) in the preceding financial year

46

Services by a veterinary clinic in relation to health care of animals or birds.

47

Services provided by the Central Government, State Government, Union territory |cauthozity
by way of

(a) registration required under any law for the time being in force;

(b) testing, calibration, safety check or certification relating to protection or safety of wj

consumers or public at large, including fire license, required wdetaw for the time being
force
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48

Taxable services, provided or to be provided, by a Technology Business Incubator or a Sci
Technology Entrepreneurship Park recognised by the National Science and Tecl
Entrepreneurship Development Boarfdthe Department of Science and Technology, Governme
India or bio incubators recognised by the Bio technology Industry Research Assistance ¢
under the Department of Bio technology, Government of India.

49

Services by way of collecting or priding news by an independent journalist, Press Trust of In(
United News of India.

50

Services of public libraries by way of lending of books, publications or any other know
enhancing content or material.

51

Services provided by the Goods aSdrvices Tax Network to the Central Government or
Governments or Union territories for implementation of Goods and Services Tax.

52

Services by an organiser to any person in respect of a business exhibition held outside India

53

Services by way adponsorship of sporting events organised

(a) by a national sports federation, or its affiliated federations, where the participating t¢
individuals represent any district, State, zone or Country;

(b) by Association of Indian Universities, IntBiniversity Sports Board, School Gan
Federation of India, All India Sports Council for the Deaf, Paralympic Committee of India or §
Olympics Bharat;

(©) by the Central Civil Services Cultural and Sports Board;

(d) as part of  national games, by the Indian Olympic so&gation
or

(e) under the Panchay#uva KreedaAur Khel Abhiyaan Scheme.

54

Services relating to cultivation of plants and rearing of all life forms of animals, except the re
horses, for food,ilfre, fuel, raw material or other similar products or agricultural produce by
ofo

(a) agricultural operations directly related to production of any agricultural produce ind
cultivation, harvesting, threshing, plant protection or testing;

(b) supply offarm labour;

(c) processes carried out at an agricultural farm including tending, pruning, cutting, harj
drying, cleaning, trimming, sun drying, fumigating, curing, sorting, grading, cooling ol
packaging and such like operations which do not #teressential characteristics of agricult
produce but make it only marketable for the primary market;

(d) renting or leasing of agro machinery or vacant land with or without a structure incident;
use;

(e) loading, unloading, packing, storage or wemesing of agricultural produce;
(fy agricultural extension services;

(9) services by any Agricultural Produce Marketing Committee or Board or services provids
commission agent for sale or purchase of agricultural produce.

55

Carrying out an intermediatgroduction process as job work in relation to cultivation of plantg
rearing of all life forms of animals, except the rearing of horses, for food, fibre, fuel, raw mat
other similar products or agricultural produce

56

Services by way of slaugting of animals

57

Services by way of preonditioning, precooling, ripening, waxing, retail packing, labelling of fi
and vegetables which do not change or alter the essential characteristics of the said
vegetables.
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Services provided byhe National Centre for Cold Chain Development under the Minist
Agriculture, Cooperation and Farmer 6s Wel

59

Services by a foreign diplomatic mission located in India

60

Services by a specified ongjaation in respect of a religious pilgrimage facilitated by the Minist
External Affairs, the Government of India, under bilateral arrangement.

61

Services provided by the Central Government, State Government, Union territory or local &
by way of issuance of passport, visa, driving licence, birth certificate or death certificate.

62

Services provided by the Central Government, State Government, Union territory or local a
by way of tolerating nomperformance of a contract for which @iheration in the form of fines (
liquidated damages is payable to the Central Government, State Government, Union territory
authority under such contract.

63

Services provided by the Central Government, State Government, Union territonaloautuority|
by way of assignment of right to use natural resources to an individual farmer for cultivation o
and rearing of all life forms of animals, except the rearing of horses, for food, fibre, fuel, raw n
or other similar products

64

Services provided by the Central Government, State Government, Union territory or local a
by way of assignment of right to use any natural resource where such right to use was assigr
Central Government, State Government, Union territotpaal authority before the 1st April, 2014

Provided that the exemption shall apply only to tax payable on one time charge payabl¢
upfront or in instalments, for assignment of right to use such natural resource.

65

Services provided by the Cealt Government, State Government, Union territory by way of dep
officers after office hours or on holidays for inspection or container stuffing or such other di
relation to import export cargo on payment of Merchant Overtime charges.

66

Servies provided
(@) by an educational institution to its students, faculty and staff;
(b) to an educational institution, by way -of,
() transportation of students, faculty and staff;
(i) catering, including any miday meals scheme sponsored by the Central Governntatd
Government or Union territory;
(iii) security or cleaning or housekeeping services performed in such educational institutiol
(iv) services relating to admission to, or conduct of examination by, such institution; uptc
secondary:
Provided that nothingontained in entry (b) shall apply to an educational institution other th|
institution providing services by way of psehool education and education up to higher secol
school or equivalent.

67

Services provided by the Indian Institutes of Mamaget, as per the guidelines of the Cen
Government, to their students, by way of the following educational programmes, except E
Development Programme:

(@) two year full time Post Graduate Programmes in Management for the Post Graduate Dij
Management, to which admissions are made on the basis of Common Admission Tes
conducted by the Indian Institute of Management;

(b) fellow programme in Management;

(c) five year integrated programme in Management.

68

Services provided to a recognised spdrtsly by (a) an individual as a player, referee, umg
coach or team manager for participation in a sporting event organised by a recognized spo
(b) another recognised sports body.
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69

Any services provided by,
(@) the National Skill DevelopmentdaEporation set up by the Government of India;
(b) a Sector Skill Council approved by the National Skill Development Corporation;
(c) an assessment agency approved by the Sector Skill Council or the National Skill Deve
Corporation;
(d) a training partner approdeby the National Skill Development Corporation or the Sector
Council, in relation te
() the National Skill Development Programme implemented by the National Skill Develc
Corporation; or
(i) a vocational skill development course under the Nationdl Skirtification and Monetar
Reward Scheme; or

(i) any other Scheme implemented by the National Skill Development Corporation.

70

Services of assessing bodies empanelled centrally by the Directorate General of Training,
of Skill Development and Ergpreneurship by way of assessments under the Skill Develo
Initiative Scheme.

71

Services provided by training providers (Project implementation agencies) underCl2gah
UpadhyayaGrameenKaushalyaYojana implemented by the Ministry of Rural Devateent,
Government of India by way of offering skill or vocational training courses certified by the N§
Council for Vocational Training.

72

Services provided to the Central Government, State Government, Union territory admini
under any traimg programme for which total expenditure is borne by the Central Goverr
State Government, Union territory administration.

73

Services provided by the cord blood banks by way of preservation of stem cells or any othg
in relation to such presetion.

74

Services by way of

(a) health care services by a clinical establishment, an authorised medical practitioner-
medics; (b) services provided by way of transportation of a patient in an ambulance, other th
specified in (a) above.

75

Services provided by operators of the commonnrbélical waste treatment facility to a clini
establishment by way of treatment or disposal ofrbélical waste or the processes incidg
thereto.

76

Services by way of public conveniences such mwigion of facilities of bathroom, washroor
lavatories, urinal or toilets

77

Service by an unincorporated body or a+ymofit entity registered under any law for the time bg

in force, to its own members by way of reimbursement of charges orafhaostributioni (a) as 3

trade union;

(b) for the provision of carrying out any activity which is exempt from the levy of Good
services Tax; or

(c) up to an amount of 5,000 per month per member for sourcing of goods or services from
person for the common use of its members in a housing society or a residential complex.

78

Services by an artist by way of a performance in folk or classical art forms

of(a) music or

(b) dance, or (c) theatre, if the consideration charged for such performance

is not more than 1,50,000:

Provided that the exemption shall not apply to service provided by such artist as a brand am

79

Services by way of admission to a musemational park, wild life sanctuary, tiger reserve or zo
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80 Services by way of training or coaching in recreational activities relating to
(a) arts or culture, or
(b) sports by charitable entities registered under section 12AA of the Irtecniet
81 Services by way of right to admission to

(@) circus, dance, or theatrical performance including drama or ballet;
(b) award function, concert, pageant, musical performance or any sporting event othe
recognised sporting event; (c) recognised sportiegieyv

where the consideration for admission is not more th2B0 per person as referred to in (a), (b)
(c) above.

Apart from above, list of services exempt from IGST by Notification No. 9/20thtegrated Tax

(Rate)

Dated 28th June 2017 also includelfowing three services.

1

Services received from a provider of service located in atagable territory by

(@) the Central Government, State Government, Union territory, a local authority, a gover!
authority or an individual in relation to any pogg other than commerce, industry or any ¢
business or profession;

(b) an entity registered under section 12AA of the Incaaxe Act, 1961 (43 of 1961) for tl
purposes of providing charitable activities; or

(c) a person located in a noaxable territory:
Provided that the exemption shall not applyi to

@ online information and database access or retrieval services received by persons sp
entry (a) or entry (b); or

(i) services by way of transportation of goods by a vessel from a place outside Indiahe
customs station of clearance in India received by persons specified in the entry.

it means item no. (i) and (ii) are taxable.

2 Services received by the Reserve Bank of India, from outside India in relation to manage
foreign exchange reserves.
3 Services provided by a tour operator to a foreign tourist in relation to a tour conducted

outside India.

Other exemptions

S. No.

Description of Service

1

Intra-state supplies received by a registered person from any unregistered supplier fecms
CGST under Sec 9(4).

However, the said exemption shall not be applicable where the aggregate value of such su
goods or services or both received by a registered person from any or all the suppliers, who
not registered, exceeds 5,000 in a day (Notification No. 8/2017 Central Tax (Rate) d
28.06.2017).

This Section 9(4) of the CGST Act, 2017 has bee suspended till 31st March 2018.
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2 Intra-state supplies received by a TDS deductor under sec 51 of CGST, from any unre
supplier exempt from CGST from the whole of the central tax leviable thereon under se
subject to the condition that the deductor is not liable to be registered otherwise than unde|
24(vi) of the CGST

Act, 2017 (Natification No. 9/2017 CeafrTax (Rates) Dates 28.06.2017).

It means he should be registered compulsorily under sec 24(vi) of the CGST, Act, 2017 (i.e
who are required to deduct tax under section 51 of the CGST Act, 2017 whether or not se
registered under this Act).

After assessing the readiness of the trade, industry and Government departments, it has be
that registration and operationalization of TDS/TCS provisions shall be postponed till 31.03.2

3 Services imported by unit/developer in SEZ exempfiGST.

All services imported by a unit/developer in the Special Economic Zone (SEZ) for auth
operations are exempted from the whole of the integrated tax leviable thereon under se(
Customs Tariff Act, 1975 read with section 5 of the IGST, R0D17 [As per Notification Ng
18/2017-Integrated Tax (Rate) date 5th July 2017].

Negative list of Duty Drawback [Section 76]

(1) DDB amount is less than Rs 50

(2) In case of negative sales

(3) If CENVAT CREDIT availed (except BCD)

(4) DDB amounis more than 1/3rd of Market value of exports

(5) Export to Nepal and Bhutan and the export proceeds are not received in hard currency (it means
USD, GBP or Pounds).

(6) DDB as % on FOB less than 1% unless amount of DDB is more than or equal to Rs 500

(7) Duty drawback is not allowed if the exporter has already availed the Duty Entitlement Pass Book
(DEPB) or other export incentives.

(8) If the sale proceeds not received within the time period allowed by Reserve Bank of India.

(9) Duty drawback amoumxceeds the market value of exported goods

ILLUSTRATIONS -

ILLUSTRATION: 2.Comput ation of duty drawback: 6AO6 export
consisting of the following itends

Particulars Chapter Headin{ FOB valugDrawback rate
200 pieces of pressure stores mg74.04 16,000 4% of FOB
made of beans @80/piece
200 Kgs. Brass utensils @00 per Kg.[74.13 40,000 24/Kg.
200 Kg. Artware of brass @ 300 pe|74.22 60,000 17.50% of FOB subject to
Kg. maxmum of 38 per Kg.
On examination in docks, weight of brass Artware was found to be 190 Kgs. and was recorded on
bill. Compute the drawback on each item and total drawback admissible to the party.

Answer:

The drawback on each item and tatedwback admissible to the party shaHl be
| | Particulars FOB value | Drawback rate Drawback Amount ()|
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4% of FOB 640
24 per Kg. 4,800

17.50% of FOB subject 7,220

maximum of 38 per Kg. (

9,975 or 7,220 whichever i
less)

200 pcs, pressure stoves made of i 16,000
200 Kgs. Brass utensils 40,000
200 kgs. Artware of brass, who

actwal weight was 190 Kgs. onl
(60,000 x 190/200)x17.5%=9975

190 kgs x 38 = 7,220
Total Drawback admissible (in

12,660

ILLUSTRATION : 2
Mr.Param (r egister person under GST) being a dealer furnished the following business transactions took place
during the Oct 2017. Find the GST liability.

@) Sale of plastic bangles for 20,000.

(b) Supply of mobile phones for 3,20,120
(c) Sale of printed books and newspaperfor 1,25,500
(d) Sale of Dates for 13,500

(e) Sale of Salt for 9,180

() Sale of Organic manure worth 2,00,000

Sale of Chemical Fertilizers 5,75,000 (out of which 30% subsidy received from Government of India). Note:
Taxable supply attracts GST @5% (CGST2.5% and SGST 2.5%).

Answer
S.No. Particulars Taxability CGST 2.5% SGST 2.5%

(a) | Plastic bangles Exempted Nil Nil

(b) Mobile phone 3,20,120 8,003 8,003

(c) | Books Exempted Nil Nil

(d) | Dates Exempted Nil Nil

(e) |Salt Exempted Nil Nil

® Organic manure Exempted Nil Nil

() | Che. Fertilizers 70% 4,02,500 10,063 10,063
Total 18,066 18,066

ILLUSTRATION: 3
Services of a NGO registered under sec. 12AA of the Income Tax Act, 1961 working for the rehabilitation| of

disabled. The aggregate value of f@ble supply is 20 Lakh. Find the taxability for the given service?

Answer:

It is taxable suply. GST will be levied.

Since, exemption has been given to publieealth by way ofmental disability, but not rehabilitation of disabled

Drawback shall notbe recovered (Notification No. 30/201-Cus., Dated 114-2011):

As per Rule 16A (5) the Customs, Central Excise Duties and Service Tax Drawback Rules, 1995
where sale proceeds are not realized by an exporter within the period allowed under the FEMA, the

amaunt of drawback paid to the exporter or the claimant shall not be recovered if
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such norrealisation of sale proceeds is compensated by the Export Credit Guarantee
Corporation of India Ltd. (ECGC), under an insurance cover and

. the Reserve Bank of India wes off the requirement of realization of sale proceeds on merits
and

. the exporter produces a certificate from the concerned Foreign Mission of India about the fact of
nonrecovery of sale proceeds from the buyer.

A Vessel was caught up in the rough welér and sank in the territorial wate

2.Union of India v Rajindra Dyeing & Printing Mills Ltd. 2005 (180) ELT 433 (SC):
A vessel was cought up in the rough weather and sank in the territorial wate
Duty drawback can be claimed?

Decision: The vessel sunk within territorial waters of Indiadatherefore there is no export.
Accordingly, no duty drawback shall be available in this case. The territorial waters extend to 12
nautical miles into the sea from the base line.

Example:

Alpha Ltd. manufactures heavy machinery. 50% of its productionpierted to European countries.

The machinery is manufactured with the help of imported components as well as indigenous raw
materials. Alpha Ltd. regularly pays import duty and central excise duty on the imported components
and indigenous raw materials resfively and claims duty drawback on exports made by it.

On 28.11.2013, it |l oaded a machinery manufactur e
Germany. O6Victoriad set sail from Mumbai on 01.1
sank in the territorial waters on 02.12.2013. The Customs

Department has refused to grant duty drawback claimed by Alpha Limited in respect of the machinery
loaded on 28.11.2013 for the reason that the machinery has not reached Germany.

Examine the situmn with the help of decided case laws, if any.
Answer:

Union of India v Rajindra Dyeing & Printing Mills Ltd. 2005 (180) ELT 433 (SC):The vessel sunk
within territorial waters of India and therefore there is no export. Accordingly, no duty drawback
shallbe available in this case. The territorial waters extend to 12 nautical miles into the sea from the

base line.

ILLUSTRATION 4

Mr. Param (register person under GST) being a
dealer furnished the following business transactio
took placeduring the Oc2020. Find the GST

liability.
(a) Sale of plastic bangles for 20,000.
(b) Supply of mobile phones for 3,20,120

(c) Sale of printed books and newspapers for 1,25,500
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(d) Sale of Dates for

(e) Sale of Salt for
Note: Taxable supply attracts GST @5% (CGST :
and SGST 2.5%).

SOLUTION

S.No. Particulars

(a) Plastic bangles
(b) Mobile phone

(c) Books
(d) Dates
(e) Salt

ILLUSTRATION 5
Ananda Trust, an entity registered under section
12AA of the Incoméax Act, 1961, has furnished yc

the

following details with respect to the activities

undertaken by it You are required to compute its
tax liability from

the information given below:

Particulars

Amount received for the Yoga camps organized ft
elderly people

Payment made for the services received from a

service provider loated in US, for the purposes of

LINE GARAY I WOKIFNRGEFOE S
Amount received for counseling of mentally

disabled persons
Amount received for renting of commercial proper
owned by the trust

Amount receiveddr activities relating to
preservation of forests and wildlife

Note: Applicable CGST 9% and SGST 9% have k
charged separately wherever applicable. Ananda

Trust is nokligible for composition levy.

SOLUTION

Particulars

Amount received for the Yoga camps organized fc
elderly people

Payment made for the services received from a
service provider located in US, for the

LJdzNLJ2 & S &

2T

LINE A RA Y 3

Amount recéved for counseling of mentally

disabled persons

67

13,500
9,180

Taxability
Exempted
U/S(11)
3,20,120
Exempted
Exempted
Exempted

4,83,000

5,50,000
10,50,000
1,50,000

12,35,000

Exempted
supply

Exempted
supply
Exempted
supply

CGST 2.5%
Nil

8003
Nil
Nil
Nil

SGST 2.5%
Nil
Nil

Nil
Nil



Amount received for renting of commercial proper
owned by the trust

Amount received for activities relating to
preservation of forests and wildlife

CGSB% x 1,50,000
SGST 9% x 1,50,000
Total GST liability

ILLUSTRATIONND SOLUATION

Nature of service

Speed Post Service provided by Department of P
to Government

Express Parcel Post Services by Department of P
provided to a business entity

Services in relation to an aircraft arvessel, inside
or outside the precincts of a port or an airport.

Transport of goods or passengers

Renting of immovable property for commercial
nature to Business Entity

whose turnover in the P.Y.isl8 lakh.

Other services provided to business entity whose
P.Y. turnover is 8 lakh.

Other services provided to business entity whose
P.Y. turnover is 42 lakh..

ILLUSTRATION 7

Kapleswara Charitable Trust registered under
Section 12AA of the Income Tax Act, 1961, suppli
the following

services during the table period. Find the taxable
supply or exempted supply from the following:

(a) Income from Navratri functions, other religious
functions, and religious poojas conducted for

(b) During Ganeshutsav or other religious functior
charitable trusts rent out their space to agencies f
advertisement hoardings, income from such
advertisement

(c) Donation for religious ceremony is received wi
specific instructions to advertise the name of a
donor for

SOLUTION

Particulars
Income from Navratri functions etc.
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1,50,000

Exempted

supply

13,500

13,500

27,000
Who is liable

Taxability to pay

Exemptel

supply NA

Taxable supply Dept. of Post
Supplier of

Taxable supply service
Supplier of

Taxable supply service
Supplier of
Service (i.e.

Govt. or Local

Taxable supply Authority)

Exempted

supply NA
Business
entity being
recipient is
liable to pay

Taxable supply GST

2,12,345}

4,98,765¢

1,00,001%.

Nature of
supplies
Exempted

Remarks
Meant of

Remarks

Coved under entry no. 8
of exemption list.

Not covered under RCM
(not specially exempted)
Not covered under RCM
(not specially exempted)
Not covered under RCM
(not specialf exempted)

Not covered under RCM
and also not covered
under any exemptia.
Coved under entry no. 7
of exemption list.

Covered under RCM. 1t i
not covered under any
exemptions



Income for renting out space

Donation received with reciprocity

ILLUSTRATION 8

Sri Durga Charitable Trust registered under sectic
12AA of the Income Tax Act and also registered
person under

GST Law.

Provided the following services in the month of
October.

(1) Services by way of training or coaching in
recreational activities relating to sports for

(2) Fee from organizing yoga camps or other fitne
camps for

(3) Organizes fitness camps in reiki, aerobics, etc
and receive donation from participants

(4) Services of public libraries by way of lendihg
books, publications or any other knowledge
enhancing

content or material for

Assume applicable rate of GST for taxable supplie
@18%.

SOLUTION

Particulars
training or coaching in recreational actieii

relating to sports

Fee from organizing yoga camps or other fitness

camps

Donation for Organizes fitnessrops in reiki,
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supply

Taxable suply

religious
ceremony
Advertisement
services
Donation is
compensating
against

Taxable supply consideration

4,00,000¢
5,00,500¢

2,25,000¢+

20,000

Value in

Nil

5,00,500

Remarks

Exempted
supply.

Since, not
covered under
advancement
of

religion ,
spirituality or
yoga, it is
taxable
supply.

Covered
under health
and fitness
services,



aerobics

Public libraries
Total

GST 18%,25,500 x 18%)

ILLUSTRATION 9
Compute taxable vakifor transport of goods by rai
within India (all sums exclusive of all taxes)

(1) Transport of postal mails and postal bags :
(2) Transportation of household effects:

(3) Transport opetroleum products:

(4) Transport of relief materials ttobd affected

areas:

(5) Transport of newspapers and magazines
registered with registrar of newspapers:

(6) Transport of milk:

(7) Transport of alcoholic beverages:

(8) Transport of defence and military equipments:
(9) Transport of chemical fertilizers:

(10) Transport of other taxable goods:

SOLUTION

Nature of service

Transport of postal mails and postal bags
Transportation of household effects
Transport of petroleum products

Transport of relief materials to flood affected area
Transport of newspapers and magazines register:
with registrar of newspapers

Transport of milk
Transport of alcoholic beverages

Transport of defence and military equipments

Transport of chemical fertilizers:
Transport of other taable goods (including
demurrages of 20 lakhs)

Taxable value of supply

ILLUSTRATION 10

2,25,000

Nil
7,25,500
1,30,590

55 lakhs
50 lakhs
25 lakhs

25 lakhs

15 lakhs
15 lakhs
7 lakhs
40 lakhs

90 lakhs

200 lakh
(including 20
lakhs
demurrages).

in lakhs

55

50

25
Exempted
supply
Exempted
supply
Exempted
supply

Exempted
supply
90

200
427

which is not
exempted.

Exempted
supply.



Mark Agro Products Ltd., furnishes the following
details of various services provided by it in the
month of August,220

S. No. Particulars Amount ()
1 Rearing of Silkworm and horticulture 2,50,000
2 Plantation of tea and coffee 2,00,000
3 Renting of vacant land for performing marriage

ceremony 4,50,000
4 Sale of wheat on comission basis 50,000

5 Sale of rice on commission basis 2,00,000

Compute the value of taxable supply of services ¢
the GST liability fo Mark Agro Prudcs Ltd. for the
month of

August 2@0. Assume rate of GST 18%.

SOLUTION

S. NoParticulars Amount ()
Exempted

1 Rearing of Silkworm and horticulture Supply
Exempted

2 Plantation of tea and coffee Supply

3 Renting of vacant land for performing marriage

ceremony 4,50,000
Exempted

4 Sale of wheat on commission basis Supply

5 Sale of rie on commission basis 2,00,000

Taxable Supply 6,50,000

GST 18% 0f6,50,000 1,17,000

ILLUSTRATION

From the following information find GST liability of

M/s A. Ltd. for the month of October 2@:

Particulars in Lakh

(i) Renting of Agronachinery 5.0

(i) Cultivation of Ornamental flowers 2.5

(iif) Processing of Tomato Ketchup under the brar

name of Y Ltd. 3.0

(iv) Plantation of Rubber 3.5

(v) Processing of Potato chips jobwork basis 15

Assume applicable CGST 2.5% & SGST 2.5%.

Solution

Statement Showing GST Liability of M/s A. Ltd. fo

the month fa October 2@2:

Particulars in Lakh
Exempted

(i) Renting of Agronachinery supply of

71



Service

Exempted
supply of
(i) Cultivation of Ornamental flowers Service
(i) Processing of Tomato Ketchup under the brar
name of Y Ltd. 3
Exempted
supply of
(iv) Plantation of Rubber Service
(v) Processing of Potato chips on jobwork basis 15
Taxable supply of service 4.5
CGST 2.5% 0.1125
SGST 2.5% 0.1125
ILLUSTRATION
Industrial and Technical Consultancy Organisatiol
Tamilnadu Limited (ITCOT) is accredited for
conductingassessment for Modular Employable
Skills (MES) coses under SDI scheme.
Following services provided in the month of Oct
2020:
1. Skill development services for; 20 lakhs
2. Skill Assessment examination and certification
under SDiI for; 25 lakhs
3. Feasibility reports to various inslwies for. 60 lakhs
Find the GST liability?
Note:
() ITCOT is aregistered person under GST Law.
(i) Assume GST applicable @ 18%.
Solution
Statement showing GST liability
Particulars Value (lakhs) Remarks
Taxable supply
Skill derelopment services 20 of service
Exempted
supply of
Skill Assessment examination and certification Nil service
Taxable supply
Feasibility reports to various industries 60 of services
Total taxable services 80
GST 18% 14.4
ILLUSTRATIONB

Mr. A.R. Rehaman being a music director (registe
person under GST). He made following supplies:

(a) Indigenous handmade musical instruments for 2,000,000
(b) Composted hello tune and transferred 30,00,000
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permanently for

(c) Pianos for 1,50,000
(d) Percussion musical instruments (like drums,
xylophones) for 5,00,000

Find the GST liability. Applicable rate GST 28%. /
transadions took place within the state of Tamil

Nadu.

Solution

Particulars Value in
Indigenous handmade musical instruments Nil

Composted hello tune and transferred permanent Nil
(As per Schedule Il it is supply of service)

Sale of Pianos 1,50,000
Sale of Drums, xylophones 5,00,000
Total taxable supply of goods 6,50,000
CGST 14% (6,50,000 x 14%) 91000
SGST 14% 91000

TEST YOUR KNOWLEDGE

Remarks
Exempted
supply of
goods.
Exempted
supply of
service

Taxable supply
of goods

-do-

Q.1. Mr. A is the owner of a petrol pump in Rajasthan state and also owns certain licenses for
supply of liqguor. With the implementation of GST, he got to know that certain items relating to

his business dono6t f alylWhichnof theifoowiagngbodd andosérvic€sS T

are not taxable under GST?
(@)  Supply of alcholic liquor for human Consumption

(b)  Petroleum Crude
(C)  Motor Spirit (petrol)
(d)  High Speed Diesel

() Natural Gas
Answer - Natural Gas

Which of the above are not chargeabléeo GST?
(@) v,y

(b)  iiiiv,v
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()
(d)

i, fii, iv

All of the above

Answer- All of the above

Q.2. What is the highest rate of tax prescribed by GST Council?

(@)
(b)
(©)
(d)

1%

5%

28%

40%

Answer- 40%

Q.3.
(i)
(if)

(iii)

(iv)

(@)
(b)
(©)
(d)

Which of the following transactions does not qualify as supply unaesST law?

When the Head Office makes a supply of services to its own branch outside the State.

When a person import services without consideration for the purposes of his business
from his elder brother living outside India.

Disposal of car without corsideration and where the supplier has not claimed input tax
credit on such car.

When a principal makes supplies to his agent who is also registered and is situated
within the same State.

(i) & (iii)
@), (i) & (iii)
Only (iii)

(iif) & (ii)

Answer- Only (iii)
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Q.4. Which of the following is not covered under Schedule 11l of CGST Act:
(i) Service provided by an employer to his employee on the occasion of his marriage

(i) The functions performed by the members of municipalities and local
authorities

(iif)  The duties performed by a director in a body established by the Central
Government

(iv)  Actionable claims, other than lottery, betting and gambling

(@ ) &i
b)) W
(c) i

(d)  None of the above

Answer- None of the above

Q.5. Which one of the following is nofa composite supply:
(@)  Supply of an air conditioner along with freight, insurance and installation

(b)  Supply of UPS along with external battery
(C) Supply of architect services along with supply of material incidental to his services

(d)  Supply of lodging serviceyba hotel including breakfast

Answer- Supply of lodging service by a hotel including breakfast

Q.6. There is a difference in taxability of goods forming part of composite supply and mixed
supply. Here are few examples from which you need to identify vith is correct example
of composite supply and mixed supply.

i) Mr. A buys a car and purchases warranty and maintenance of the car by paying
nominal amount. Car, warranty and maintenance here are a mixed supply.

ii) Mr. A buys a car and purchases warranty and naintenance of the car by paying
nominal amount. Car, warranty and maintenance here are a composite supply.
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lii) M A buys a microwave oven and some utensils for use in microwave oven. Both
microwave oven and utensils are sold at a single price. Microwave oven and its utensils
here are a mixed supply.

iV) M A buys chocolates, juices and biscuits from a shop. All items hawifferent prices.
Chocolates, juices and biscuits are a mixed supply. The correct examples of composite
and mixed supply are:-

(@) i&iv
(b) &,
(c) i, iii &iv

(d)  None of the above

Answer - ii &,iii
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Chapter 4
Time of Supply U/S 12 & 13CGST ACT

Place of Supply U/S 1013 IGSTACT

INTRODUCTION :

GST is payable on supply of goods or services. A supply consists of elements that can be separated in
time, like purchase order / agreement, despatch (of goods), delivery (of goods) or provision or
performance of service, entry in the records, payment, and entry of the payment in the records or
deposit in the bank. So, at which of these points of time will GST become payable? Will it become
payable when an agreement to supply goods or servicesles orawhen 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
relatingf teouppliyn&@ provide answer to all such an:¢
the liability to pay CGST and SGST/UTGST (infstate supply) and IGST (int&tate supply) as

time of supply fixes the point in time when the liability to pay tax ari$ée CGST Act provides
separate provisions for time of supply for goods sedices vide sections 12 and 13 of CGST Act.
Section 14 provides for the method of determining the time of supply in case there is a change in the
rate of tax on supply of goods services.1 Sections 12 and 13 use the provisions of section 31
relating to issue of tax invoice as a reference point, hence it will be advantageous to refer to Chapter
8: Tax Invoice, Credit and Debit Notes in conjunction with this one. Events likegssfiinvoices,

receipt of payment, provision of service, receipt of services in books of account need to be analysed to
determine the time of supply when the tax on supply is payable under forward charge. When the tax
on supply is payable under reverdeige, events like date of receipt of goods, date of making
payment etc. need to be analysed to determine the time of supply. The provisions relating to time of
supply essentially push the tax collection event to the earliest possible time. In the suibsages

of this Unit, sections 12 and 13 are extracted, followed by their analysis, to understand how to
determine the time of supply of goods and services respectively. When studying the statutory
provisions, the definitions (extracted first) must alsadferred to simultaneously, so as to understand

the precise meaning of the terms used.
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TIME OF SUPPLY OF GOODS [SECTION 12]

STATUTORY PROVISIONS

Section 12

Time of supply of goods

Sub-section

Clause Particulars

(1)

The Hab}my to pay tax on goods shall arise at the time of supply
as determined in terms of the provisions of this section.

(2)

The time of supply of goods shall be the earlier of the following
dates, namely:-

fa) the date of issue of invoice by the supplier or the last date
on which he is required, under sub-section (1) of section
31, to issue the invoice with respect fo the supply; or

The date on which the supplier receives the payment with
respect to the supply:

Provided that where the supplier of taxable goods
(b) receives an amount up to one thousand rupees in excess
of the amount indicated in the tax invoice, the time of
supply to the extent of such excess shall, at the option of
the said supplier, be the date of issue of invoice in respect
of such excess amount.

Explanation 1. For the purposes of clauses (a) and (b), the “supply”
shall be deemed to have been made to the extent it is covered by
the invoice or, as the case may be, the payment.

Explanation 2. For the purpose of clause (b), "the date on which the
supplier receives the payment” shall be the date on which the
payment is entered in his books of account or the date on which
the payment is credited to his bank account, whichewver is earlier.

(3)

In case of supplies in respect of which tax is paid or liable to be paid
on reverse charge basis, the time of supply shall be the earliest of the
following dates, namely:

fa) the date of the receipt of the goods, or

(b) the date of payment as entered in the books of account
of the recipient or the date on which the payment is
debited in his bank account, whichewver is earlier, or

fc) the date immediately following thirty days from the date
of issue of invoice or any other document, by whatever

name called, in lieu thereof by the supplier:
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Provided that where it is not possible to determine the time of
supply under clause (a), (b), or (c), the time of supply shall be the
date of entry in the books of account of the recipient of supply.

(4)

In case of supply of vouchers by a supplier, the time of supply shall
be -

(a) the date of issue of voucher, if the supply is identifiable at

that puinl; or

(b) the date of redemption of voucher, in all other cases.

(3)

Where it is not possible to determine the time of supply under the
provisions of sub-section (2) or sub-section (3) or sub-section (4),
the time of supply shall—

fa) in a case where a periodical return has to be filed, be the
date on which such return is to be filed; or

(b) tn any other case, be the date on which the tax is paid.

(6)

The time of supply to the extent it relates to an addition in the
value of supply by way of interest, late fee or penalty for delayed
payment of any consideration shall be the date on which the
supplier receives such addition in value.

Section 31

Tax invoice (to the extent relevant to time of supply)

(1)

A registered person supplying taxable goods shall, before or at the
time of —

(a) removal of goods for supply to the recipient, where the
supply involves movement of goods; or

(b) ||delivery of goods or making available thereof to the
recipient, in any other case,

issue a tax invoice showing the description, quantity and value of

goods, the tax charged thereon and such other particulars as may
be prescribed:
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Provided that the Government may, on the recommendations of
the Council, by notification, specify the categories of goods or
supplies in respect of which a tax invoice shall be issued, within
such time and in such manner as may be prescribed.

(4)

In case of continuous supply of goods, where successive statements
of accounts or successive payments are involved, the invoice shall
be issued before or at the time each such statement is issued or, as
the case may be, each such payment is received.

(7)

Notwithstanding anything contained in sub-section (1), where the
goods being sent or taken on approval for sale or return are
removed before the supply takes place, the invoice shall be issued
before or at the time of supply or six months from the date of
removal, whichewver is earlier.

Analysis

Section 12 covers the determination of time of supply in the following situations:
Supply of goods by suppligvhere supplier is liable to pay tax;
Receipt 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 by way of interest or fee or penalty for delayed payment.
We consider below how the time of supply is determined in each of these situations.

Sec. 12 of the IGST Act, 2017

T

= =4 =4 =4

S. No.

Nature of service Place of supply of service [Sec. 12(9) of the IGST Act 2017];

Passenger transportation sery Provided to a registered person:

Including: Ré, Mono Rail, Metrd
Rail, Road,

A Location of recipient of Service. Provided

Air, Vessel, boat, Cycle ricksha| to a urregistered person:

Bullock cart, Camel etc.

A Place where the passenger embarks on the
continuous journg

Place of supply of service where location of Supplier of Service or Location of Recipient of Service is outside India

[ Sec. 13 of IGST ]

S. No.

Nature of service Place of supply of service [Sec. 13(10) of the IGST Act 2017]:

1

Passenger transportati service. where the passenger embarks on the conveyance for a con
Including: Rail, Mono Rail, Metro Rail, Rog journey.

Air, Vessel, boat, Cycle rickshaw, Bullock c;
Camel etc.

Air Travel Agents - GST

80



Air Travel agents are the mediator beem the ultimate customer and the airlines e.g. Makemytrip.com, PayTM are all

examples of Air travel agents because they acts as a mediator between the customer and the airline companies like Air India,
Spice Jet etc.

Exemption: Air Travel Agents are notritled for any exemption.
Payment of tax at the option of the Air Travel Agent:

(A) air travel agents are required to pay 18% GST on commission earned from airlines and also service charges, handling
charges etc. (by whatever name called) collected fromustemers / passenge
There is no bar on air travel agents in availing ITC on input services to support the output services of travel agents.
OR

(B) As per rule 32 (3) of the CGST rules, 2017 permits an air travel agent to discharge GST at fixed percbatige o
fare on which commission is normally paid by the airlines to the agent. In such a case, the effective value and the
effective rate of GST is tabulated belew:

Air travel agent Domestic booking International booking
Value of taxable supplies 5% onBasic Fare 10 % on Basic Fare
Air Travel Agent has to pay GST 18% on the above value of taxable supplies.

An air travel agent can pay tax under any of the 2 options on transaction to transaction basis. The rules do not bind the
travel agent to opt forg of the options uniformly throughout the given financial year.

Input Tax Credit : Full ITC is available to the air travel agents.

Summary

Supply of service by an
Air Travel Agent

GST on Basic
Fare OPTED

v 4
w.e.f. 1-7-2017:
Pay GST 18% Rule 32(3) of the CGST Act, 2017
on Pay GST on Basic Fare:
Commission 0.9% for Domestic Bookings.
1.8% for International Boo kings

ITC Allowed Fully

(b) nonairconditioned contract carriage other than radio taxi, for transportation of passengers, excluding touris,
conducted tour, charter or hire; or

A contract carriage (other than radio taxi) for the transportation of passenge&aGhdexcluding tourism) are exempted
from GST.

fcontract carriageo has the same efahe Moiag Vehides Acs $9B8(50@fd t o
1988);
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Tour and Travel services:

ATour operatorod means any person engaged in the business
include arrangements for accommodation, sig#ing or othesimilar services) by any mode of transport and includes any
person engaged in the business of operating tourso.

GST @ 5% has been applied on services of tour operator without benefit of Input Tax Credit (ITC) on goods and services.
5% GST will be payablen the gross amount charged by the tour operator from the customer. This GST is uniform for all
services package tours, hotel accommodation only etc.

The concessional GST rate of 5% is subject to meeting the following conditions:

(i) Input Tax Credit on gads and services used in supplying output services of tour operator has not been taken.

(i)  The invoice / bill issued for supply of output service indicates that it is inclusive of charges of accommodation and
transportation required for such a tour. This a@on can be given by way of footnote in the invoice.

In case any of the above conditions are not met, the benefit of concessional rate of 5% would not apply and in that event the
Department may demand full 18% GST from the tour operator.

Rate of GST andITC:

Supply of services by
Tour Operator

(i) ITC not availed including
similar line of business

AND
(i) Invoice value inclusive of
accommodation and

A 4 transpiration etc. v
PAY GST (narration by way of PAY GST

18% footnote in the invoice) 50

y

ITC

Allowed

Important Note:

(i) House Boats (moving): Services provided by house boats (moving) in Kerala and cruise ships, are also covered as Tour
Operators Services. In both these cases, accommodation, food, transportation, sightseeing and other value added
services are provided as combo package.

(2) Tours conducted through luxury trains like Maharaja Express, Deccan Odyssey, Heritage of India etc. are also covered
as Tour Operators Services.

(3) The services provided by static house boats (in Kashmir) by way afiprg accommodation and food to the tourists
are not covered within the ambit of tour operators as such. These services are akin to services of hotels, inns, guest
houses, campsites and other commercial places for residential or lodging purposes.dft@Saten these cases will
be linked with the declared tariff per day.
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( c) Stage carriage other than airconditioned stage carriage.

St age carriageo means a mot or vehicle condsverr uct ed
for hire or reward at separate fares paid by or for individual passengers, either for the whole journey or for stages of the
journey;

Entry No. 17 Service of transportation of passengers with or without accompanied belongingsdy

(@) railways in a clas other
thard

(i) firstclass; or
(i)  an airconditioned coach;

(b) metro, monorail or
tramway; (c) inland
waterways;

(d) public transport, other than predominantly for tourism
purpose, in a vessel between places located in India; and

(e) metered cabs or auto rickshaws (utihg erickshaws)Note:

(1) The rate of GST on Transport of passengers by rail (other than sleeper class) fixed by GST council at the introduction
of GST in July, 2017 is 5% with ITC of input services.

(2) E-richshaws exempt from GST.

[Services Relating to Transprtation of Passengers covered under NIL Rate of GST
(1) Ordinary Coach

(2) Metro

(3) Monoril

(4) Tramway
(5) Metered Cabs
(6) E-rickshaws

Entry No. 18 Services by way of transportation of goods

(a) by road except the service® ofi)
a goods transportation

agency;

(ii) a courier agency;
(b) by inland
waterways. are

exempted from GST.
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Time of Supply Chart for Goods U/S 12

12(1) 12 (2) 12 (3) 12 (4) 12 (5) 12 (6)
Liability Of GST L
Shall Arise at Forward charges] Reverse Chareges Vouchers Residual Method| Addmosnulpnp};alue
T.OS
| |
| 1 1 1 1 1 B lf‘ &
An amt upto Rs. Date of immediately | Residual provisior|s Date of entry in Supply is If periodical late fees, penalt)
Earlier of Followin 1000 in excess o Reverse Charge: Date of Receipt DOP (EOF) Following 20 day: in case of Reversp books of An//c m inder?ti"féble [— returning to be for delayed
amt Of tax invoic (31stday) charge filled payment on any
. . . The Date on whic
Date ofollr)wome DOP (EOF) Books Of A/IC |_|YES 33&%.?;:55”5 a Datergtfuf::_lllng of supplier recive sus
addition in value
NO Date of .
Recorded in Bank A/C — redemption of |l It no:aiai‘: ;;i‘gh'c
Voucher
Credited in
13(1) 13 (2) 13 (3) 13 (4) 13 (5) 13 (6)
Liability Of GST|
Shall Arise at Forward chargeg Reverse Chareggs Vouchers Residual Method Addltlosrhgpnalue f
| |
1 1 1 1 1 Byaua L intax
Banking & . o Residual provisiogs ) . If periodical late fees, penalt
Earlier of Followi Insurance 30 Days Reverse Charge Date of Receipt DOP (EOF) E |”mm_ed|z-[xitglé/ in case of Reverge Dlz;\te Ef e?% "H . gup‘pfl_y lljsl [—{ returning to be for delayed
Others 45 Day ollowing ay charge 00ks of AlC indentitiable filled payment on any
S| (613t , .
COTTSTHeTatOTT
. . -~ The Date on which
[Date of Receipts pf ES Date of issug pf | Date of filling of - :
; Books Of AIC — supplier recive sugh
Service (DOI) Voucher return addition in value
NO Date of
DOP (EOF) Bank A/C — redemption of u no:aciait: ;;i‘gh'c
Voucher
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%é STATUTORY PROVISIONS

Section 13 Time of supply of services
Sub-section || Clause Particulars
(n The liability to pay tax on services shall arise at the time of supply, as
determined in terms of the provisions of this section.
(2) The time of supply of services shall be the earliest of the following dates,

namely:-

(a) the date of issue of invoice by the supplier, if the invoice is issued
within the period prescribed under sub-section {2) of section 31
or the date of receipt of payment, whichever is earlier; or

(b) the date of provision of service, if the invoice is not issued within
the period prescribed under sub-section (2) of section 317 or the
date of receipt of payment, whichever is earlier; or

(c) the date on which the recipient shows the receipt of services in
his books of account, in a case where the provisions of clause
(a) or clause (b) do not apply:

Provided that where the supplier of taxable service receives an amount
up to one thousand rupees in excess of the amount indicated in the tax
invoice, the time of supply to the extent of such excess amount shall, at
the option of the said supplier, be the date of issue of invoice relating to
such excess amount.

Explanation - For the purposes af clauses (a) and (b) -

(i) the supply shall be deemed to have been made to the extent it
is covered by the invoice or, as the case may be, the payment.

(i) “the date of receipt of payment” shall be the date on which the
payment is entered in the books of account of the supplier or
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the date on which the payment is credited to his bank account,
whichever is earlier.

(3)

In case of supplies in respect of which tax is paid or liable to be paid on
reverse charge basis, the time of supply shall be the earlier of the
following dates, namely-

(a) || the date of payment as entered in the books of account of the
recipient or the date on which the payment (s debited in his
bank account whichever is earlier; or

(b) the date immediately following sixty days from the date of
issue of invoice or any other document, by whatever name
called, in lieu thereof by the supplier:

Provided that where it is not possible to determine the time of supply
under clause (a) or (b), the time of supply shall be the date of entry in the
books of account of the recipient of supply:

Provided further that in case of supply by ‘associated enterprises, where
the supplier of service is located outside India, the time of supply shall be
the date of entry in the books of account of the recipient of supply or the
date of payment, whichever is earlier.

4)

In case of supply of vouchers by a supplier, the time of supply shall be-

(a) || the date of issue of voucher, if the supply is identifiable at that
point; or

{b) the date of redemption of voucher, in all other cases;

(3)

Where it is not possible to determine the time of supply of services in the
manner specified in sub-sections (2), (3) or (4), the time of supply shall

(a) in a case where a periodical return has to be filed, be the date
on which such return is to be filed; or

(b) in any other case, be the date on which the tax is paid.

(6)

The time of supply to the extent it relates to an addition in the value of
supply by way of interest, late fee or penalty for delayed payment of any

86




consideration shall be the date on which the supplier receives such
addition in value.

Section 31 Tax invoice (to the extent relevant to time of supply)
A registered person supplying taxable services shall, before or after the
provision of service but within a prescribed period, issue a tax invoice,
showing the description, value, tax charged thereon and such other
particulars as may be prescribed:
Provided that the Government may, on the recommendations of the

(2) Council, by notification and subject to such conditions as may be

mentioned therein, specify the categories of services in respect of which-

{a) any other document issued in relation to the supply shall be
deemed to be a tax invoice; or

(b) tax invoice may not be issued.

Subject to the provisions of clause (d) of sub-section (3), in case of
continuous supply of services,—

(a) ||where the due date of payment is ascertainable from the
contract, the invoice shall be issued on or before the due date
of payment;

(3) (b) || 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;

(c) where the payment is linked to the completion of an event, the
invoice shall be issued on or before the date of completion of
that event.

(6) In a case where the supply of services ceases under a contract before the

completion af the supply, the invoice shall be issued at the time when the
supply ceases and such invoice shall be issued to the extent of the supply
made before such cessation.
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Chapter VI: Tax Invoice, Credit and Debit Notes of CG5T Rules

Rule 47

Time limit for issuing tax invoice

The invoice referred to in rule 46, in case of taxable supply of services,
shall be issued within a period of thirty days from the date of supply of
service:

Provided that where the supplier of services is an insurer or a banking
company or a financial institution, including a non-banking financial
company, the period within which the invoice or any document in lieu
thereof is to be issued shall be forty five days from the date of supply of
service:

Provided further that an insurer or a banking company or a financial
institution, including a non- banking financial company, or a telecom
operator, or any other class of supplier of services as may be notified by
the Government on the recommendations of the Council, making taxable
supplies of services between distinct persons as specified in section 25,
may issue the invoice before or at the time such supplier records the same
in his books of account or before the expiry of the quarter during which
the supply was made.

Analysis

Section 13 stipulates how to determine time of supply in the following sitsatio

=A =4 =4 -4 =4

Supply of service on which the supplier is liable to pay tax,
Receipt of service that is taxable under reverse charge basis,
Supply of vouchers that can be used to pay for services,
Residual cases,

Addition to value of supply by way of interestfee or penalty for delayed payment. Below

we consider these in more detail.

Following table lists the various types of returns under GST Law:

Return Particulars Frequency | Due Date

Form

GSTR1 Details of outward supplies of taxable goods and/or servidested| Monthly 10th of the
(Section 37 of the CGST Act, 2017) next month

GSTR2 Details of inward supplies of taxable goods and/ or services effi Monthly 15th of the
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claiming input tax credit (Section 38 of the CGST Act, 2017). next month
GSTR3 Monthly return on the basis of finalization of details of outw| Monthly 20th of the
supplies and inward supplies along with the payment of amount next month
(Section 39(1) of the CGST Act, 2017).
GSTR3B | Simple return for all Taxable Persons Monthly 20th of the
next month
GSTR4 Return for compounding taxable person (Section 39(2) of the Q Quarterly | 18th of the
Act, 2017 month
succeeding
quarter
GSTR5 Return for NorResident foreign taxable person (Section 39(5) off Monthly 20th of the
CGST Act, 2017) next month
or within 7
days after
the last day
of the
period of
registration
specified
u/ls  27(1),
whichever
is earlier
GSTR6 Return for Input Service Distributor (Section 39(4) of the CGST | Monthly 13th of the
2017) next month
GSTR7 Retun for authorities deducting tax at source (Section 39(3) ol Monthly 10th of the
CGST Act, 2017) next month
GSTR8 Details of supplies effected throughcemmerce operator and ti Monthly 10th of the
amount of tax collected next month
GSTR9 Annual Return (section 44 of the CGST Act,217) (a) Who Fil Annually 31st
Registered Person other than an ISD, TDS/TCS Taxpayer, C December
Taxable Person and Neagsident Taxpayer. (b) In this return, t of next
taxpayer needs to furnish details of expenditure and details of in financial
for the entire Financial Year. year
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GSTR10

Final Return (Section 45 of the CGST Act, 2017

Within
three
months of
the date of
cancellation
or date of
cancellation
order,
whichever
is later

Once.
When
registration
is cancelled
or
surrendereq

GSTR11

Details of inward supplies to be furnished by a person having
and claiming refund.

28th of the
month
following
the month
for which
statement ig
filed

Monthly

ILLUSTRATION: 1

C of Chennai supplies goods to B of Bengalu. C has to send the goods for delivery from Chennai
Bengaluru. A sends the goods to B on 30th Oct2Q Turnover of C inthe P.Y.was 2 crore. Find the

time of supply in the following different scenarios:

Removal |Date oflLast Dat{Date on whic|lDate on whicl Time of | Criteria for determinin
of Goods | |ssue of | for Issue of payment i{ payment if Supply [ Time of Supply
Invoice | Tax Invoiceg entered in  th credited in th
books of accoun| Bank Account

30th Oct| 30th Oct| 30th Oct 31st Oct 1st Nov 30th Oct Date of issue of Invoic

30th Oct| 2nd Nov| 30th Oct 31st Oct 1st Nov 30th Octl Last Date for issue of
Invoice

30th Oct| 28th Oct| 30th Oct 27th Oct 26th Oct 26th Ocf Date on which payme|
is credited in the bank
Account

ILLUSTRATION : 2

Mr. Ram sold goodsto Mr. Ravi worth

Answer:

5,00,000. The invoice was issued on 15th November.
payment was received on 30th November. The goods were supplied on 20th November.
Find the time of supply of goods®P.Y. turnover of Mr. Ram 172 lakhs.

Particulars

Whichever is earlier

Date of issue of invoice

15th November

Last date on which invoice should have been issu

20th November

Date of receipt of payment

30th November
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Therefore, time of supply of goods = 15th November.
Date of invoice or payment whichevergarlier.

No GST on Advance Payments received for Supply of Goods by Small Taxpayers having
aggregate annual turnover of upto 1.5 crores:

Taxable persons whose aggregate turnover in the preceding year did not ext&e€rore or
registered persons whose aggregate turnover in the year in which such person has obtained
registration is likely to be less thanl.50 crore and whdid not opt for the composition levy under

section 10 of the said Act.

The liability to pay taxes by such persons shall be on invoice basis. This means GST liability on
advance received is waived of through Notification No. 40/20Ceéntral Tax Dt 13th € 2017 for

such taxpayers as mentioned above.

A 4

Time of Supply of Goods
Sec. 12(2) (a) of GST
(NT No. 40/2017 5 CT Dt. 13" Oct 2017)

Supply

Goods
~ 1.50Crore

Opted
Composition
Scheme

Time of supply =

or
A Date of Receipt
Whichever is earlier

A Date of Invoice Sec. 31(1)(a)

Invoice

Time of supply =

issued before or
at the time of
goods for supply to the
recipient Sec 31(1)(a).

removal of

ILLUSTRATION : 3

Mr. Ram sold goods to Mr. Ravi worth  5,00,000. The invoice was issued on 15th November. 7
payment was received on 31st October. The goods were supplied on 20th November.

Find the time of supply of goods?
P.Y. turnover of Mr. Ram 72 lakhs.
Answer:

Particulars

Date of issue of invoice

15th November

Last date on which invoice should have been issu

20th Novemberi

Date of invoice is the criteria

Date of receipt of payment

31st October

Advance is not a time of supply
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Therefore, time of supply of goods = 15th November.

The phr astee Adrmewlhdiach supplier receives the
payment o means:

A the date on which payment is entered in his books of accounts

or

A the date on which the payment is credited to his barnduatc

whichever is earlier.

The supply shall be deemed to have been made to the extent it is covered by the invoice or, as
the case may be, the payment:

ILLUSTRATION 4:

X & Co., receives an advance of 2,500¢ on 29.0720for goods worth 10,000/ to be supplied in the
month of September 2Q0.

Find the following:

(‘@) Value of supply of goods in the month of July
2017 ( b) Due date of tax liability for the month of
July 2017. Note: P.Y. turnover 1.80 crore.

Answer:
(@ Advance 2,500¢fis treated as demed supply.
Therefore, X & Co., has made a supply of 2500 on 29.0720.

(b) Tax liability on  2500¢ is to be discharged by 20.080.

An amount upto 1000f in excess of the amount indicated on the tax

invoice. Time of supply =

A The date of issue of invoe.
Or

A Date of receipt of payment. At the option of the supplier.

ILLUSTRATION :5

If a supplier of goods has received an amount of1500+ against an invoice of 1,100 on 25.0720 and
the date of invoice of next supply to the said recipient is 18@0.

Find the following in respect of excess amount over and above invoice

value: (a) Time of Supply of goods ( b) Due date of payment of tax.

Answer:

(a) Since, excess amount received over and above invoice value not exceeld®00, supplier has a
option to treat the time of supply w.r.t 400+ either as 25.0720 or 14.0820. ( b) Due date of payment
tax

A If Time of Supply = 25.07.2@0, then due date is 20.8.220
A If Time of Supply = 14.08.2@0, then due date is 20.9.220

ILL USTRATION: 6
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M/s X Ltd, being a manufacturer, sold goods to M/s Y Ltd., wholesaler, and issued invoice for the g

on 01-:082@0.

Find the time of supply of goods in each of the following independent cases:

() M/s X Ltd., removes the goods for delivery to Mg Y Ltd., on 16th August 2@0.

(i) M/s. Y Ltd., collects the goods from premises of M/s X Ltd., on 10th August 20.

@iy M/s'Y Ltd., made full payment on 26th July 2Q0.

(iv) M/s 'Y Ltd., credited the payment in bank account of M/s X Ltd., on 28th July 220for 3/4th of
goods, M/s X Ltd., recorded the same as receipts in his books on 3rd Augus2@0The goods were
dispatched on 5th August 280 from the warehouse.

Answer:

0) 1st August 2@0is the time of supply of goods.

i.e. Earlier of the following:

A Date of Invoice-
1st August 2020
or
A Date on which
invoice is required
to be issued - 16th

August 2020.
(i) 1st August 2@R0is the time of supply of goods.
i.e. Earlier of the following:

A Date of Invoice-
1st August 2020
or
A Date on which
goods is delivered -
10th August 2020.

(iii) 26th July 2@0is the time of supply of goods
i.e. Earlier of the following: -

A Date of Invoice-
1st August 2020

or
A Date of Payment

- 26th  July  2020.
Note: assume P.Y. turnover exceedsl.50 crore.
(iv) The time of sipply of goods for 3/4th of the goods will be 28th July ZD as the payment has
been made prior to the date of invoice and the time of supply of goods will be 1st Augus2@@or
remaining 1/4th goods. Note: assume P.Y. turnover exceeds.50 crore.

Continuous supply of goods
Time of supply =

A Time when each statement is issued.
OR

A Time when each payment is received.
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Whichever is earlier

Note: Sec 31(4) of GST Act, 20, the Invoice shall be issued before or at the time of such statement
is issued or, @the case may be each such payment is received.

ILLUSTRATION : 7

M/s Indian Oil Corporation entered into a contract with Mr. B to supply of oil throughout the year.
M/s Indian Oil Corporation issues monthly statement for the oil supplied to Mr. B.

Determine the time of supply of goods in following independent cases:

@ Mr. B made payment for the month of July on 31st July 200 and M/s Indian Oil Corporation
issued statement for the month of July on 8th August 2.

(i) M/s Indian Oil Corporation issued statemet for the month of August on 5th September 2P0, the
payment of which not received till 30th September 2ZD.

Answer:
@) 31st July 2@0will be the time of supply.
Earliest of the following:

A Date of Invoice: 8th
August 2020

A Last date on which invoice
has to be issued: Date of
payment (31.07.2Q0) or statement
(08.08.20),

whichever is earlier i.e. 31st July 2R0.

(i) 5Sth September 2@0 will be the time of supply.
Earliest of the following:

A Date of Invoice: 5th
September  2020.

A Last date on which invoice
has to be issued: Date of
payment (not known) or statement
(05.09.2@0), whichever is earlier i.e. 5th
September 2@0.
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(B) Time of Supply of Services Sec. 13(2) of CGST Act

Time of Supply of Services
Sec. 13(2)of CGST

In case of Banking/
BNFC/ I nsurer| O

Il nvoi ce
30 Days from

supply of service
Sec 31(2)

A 4

Time of supply =
i1 Date of issue of

Time of supply =
i Date of provision of

service Invoice
OR OR
u Date on which i Date on which supplier
supplier receives the receives the payment
payment Whichever is earlier .
ILLUSTRATION : 8
ABC & Co.,, a Cost Accountants firm  issued invoice for services

rendered to Mr. Ram on 5th August2020. Determine the
time of supply in following independent cases:

() The provisions of services were completed on 1st July 20
(i) The provisions of services were completed on 15th July 20

@iy Mr. Ram made the payment on 3rd July 2@0, where provisions of services were remaing
to be completed.

(v) Mr. Ram made the payment on 15th August 2P0, where provisions of services wefle
remaining to be completed.

Answer:

() 1st July 20 will be the time of supply of services as invoice is not issued within the time
frame of 30 days.

(i) 5th August 20 will be the time of supply of services as invoice is issued within the tine
frame.

@iy 3rd July 2020 will be the time of supply of services as payment received before invoice date.

U

(iv) 5th August 2@0 will be the time of supply of services as invoice issued before th
completion of provisions of services.
(C) Time of Supply of Goods & Services (in case of Reverse Charge)

Whichever is earlier Whichever is earlier

If time of supply cannot be determined with the help of above provisions then the songpbf shall
be the date on which entry in the books of the recipient of goods & services is made.
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ILLUSTRATION : 9

Mr. A, a registered person received goods from Mr. B, an unregistered dealer. Mr. B issues invoice

1st July 2@0.

Find the time of supply of goods in following independent cases:

() Mr. A received goods on 15th July 2R0, payment of which is not made yet.

(i) Mr. A received goods on 3rd August 2P0 & made payment for the same on 4th August 2.
(i) Mr. A made payment on 8th July and received goodsn the same date.

(iv) Mr. A received goods on 10th July 2P0 & made payment for the same on 9tlJuly 2020

Answer:
@) Time of supply of goods =1507-2020
Earliest of the following:
Receipt of Goods =1507-2020
Date of Payment = not paid
Date immediately following 30 days from tke date of invoice = 31-07-2020
(i) Time of supply of goods = 31-07-2020
Earliest of the following:
Receipt of Goods =03-08-2020
Date of Payment = 04-08-2020
Date immediately following 30 days from the date of invoice =-87-2020
@iy Time of supply of goods -0%2820
Earliest of the following:
Receipt of Goods = 0807-2020
Date of Payment = 0807-2020
Date immediately following 30 days from the date of invoice =-87-2020
(iv) Time of supply of goods = 09-07-2020
Earliest of the following:
Receipt of Goods =1007-2020
Date of Payment =09-07-2020
Date immediately following 30 days from the datefanvoice = 31D7-2020
ILLUSTRATION : 10
C Ltd., a registered firm  received services from a Raman&
Co.,, an Advocate firm., an unregistered person.The firm issued
invoice to C on 1st July 2020. Determine the time of
supply of services the following independent cases:
() C Ltd. made the payments to the firm on 15th  August 2020.
@@ C Ltd. made the payments to the firm on 11th  September
2020.
Note: C Ltd turnover the preceding

financial year

2 crore Answer:

() Time of supply of service = 188-2020

Note: as payment made earlier than the date immediately following 60 days from date of issue of

invoice.

(i) Time of supply of service = 3608-2020

Note: as payment made after the date immediatelfpllowing 60 days from date of issue of invoice.
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ILLUSTRATION : 11

X Ltd. & Y Ltd. (London) is associated  enterprises. X
Ltd.,, a registered firm  received the services of Y
Ltd.,, a unregistered firm. Determine the time of supply in
following cases:

() X Ltd. recorded the liability in the books on 15th July 2@0 and payment will be made ir
the next month.

(i) X Ltd. made advance payment to Y Ltd. on 10th July and recorded liability in the books @
15th Aug 2®0. Answer:

@) Time of supply =1507-2020

Note: as thedate of entry in the books is prior to the date of payment.
@i Time of supply = 1607-2020

Note: as the payment is made earlier to the date of entry in the books.

Goods sent forapproval: Time of supply =

A Time when it becomes known that supply is taken place.
OR
A Six month from the date of removal.

Whichever is earlier
Time of Supply of Vouchers for Goods & Services [Section 12(4) & 13(4) of CGST Act, 2017]:

If the supplies is identifiable at that point:

A Time of supply = Date of issue of voucher.

If the suplies is not identifiable at that point:

A Time of supply = The date of redemption of voucher.

ILLUSTRATION : 12

Reliable Industries a readymade garment manufacturer issued the voucher on -DJ-2020 to
their prospective customer for enabling them to buy reagmade garments manufactured b
them from their shop. Customer purchased readymade garments on 20th Aug 20

Find the time of supply of goods?
Answer:
Time of supply of goods = 1@7-2020

Note: time  of supply will be the issuance of the voucher.
Since, the voucher is identifiable  with  the goods.

Example : 13

Shopperdés Stop store a | arge retailer w i

garment, jewellery, cosmetics, fabrics, shoes etc., issued the voucher orR0T{2020 to their
prospective customer for enabling them to buy any product from their shop. Customg
purchased readymade garments on 20th Aug 20.

Find the time of supply of goods?
Answer:

18
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Time of supply of goods = 2@8-2020

Note: time of supply will be the date of encashmentforoucher (i.e. Redemption of voucher).
Since, the voucher is not identifiable  with any  specific product.

Time of supply of goods or services (Residual provisions) [Section 12(5) and Section 13(5) of the
CGST Act, 2017]:

In case it is not possible tletermine the time of supply under aforesaid provisions, the time of supply
is:

9 Due date of filing of return, in case where periodical return has to be filed.

o Date of payment of tax in all other cases

Time of supply of goods or services related to an adin in the value of supply by way of
interest, late fees or penalty [Section 12(6) and Section 13(6) of the CGST Act, 2017]:

ILLUSTRATION : 14

Mr. X being a supplier receives consideration in the month of September 20, instead of due date of
July 2020, and for such delay he is eligible to receive an interest amount 01000/ and the said
amount is received on 15.12.220.

Find the time of supply for the interest portion and due date of payment.

Answer:

The time of supply = 15.120

i.e. the date on which it is received by the supplier and
Due date of tax liability = 20.0120.

ILLUSTRATION: 15

Determine the time of supply from the following particulars:

6" May Booking of convention hall, sum agreed 15000, advance of
3000 received

15" September | Function held in convention hall

27" October Invoice issued for 15000, indicating balance of 12000
payable

3% November | Balance payment of 12000 received
ANSWER

As per section 31 read with rule 47 of CGST Rules, the tax invoice is to be issued within 30 days of
supply of service. In the given &ghe invoice is not issued within the prescribed time limit. As per
section 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, whicheaglier.

Therefore, the time of supply of service to the extent®000 is & 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 18 September which is the date of provision of service.

Few Small examples

DA -12/12/19 DOR
31/01/20.. TOS ? 12/12
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DOP-12/09/19 DO}
31/12/19.. POT ?

Cheque Recd 15/3/20
[Cash Book]

Cheque @ared 17/3/20
[Pass Book] DOP?

NEFT 16/03/20
Cash Book entry17/03/20
DOP?

DOP-10/5 (Advance
Recived) 500

DOI- 15/6
Balance Amount Received
25/6 10,500 TOS?

DOP-10/5 (Advance
Recived) 1,500

DOI-15/6
Balance Amount Received
20/6 10,500 TOS?

43720

43905

43906

43997

43961

DOR-
08/09/19
DOP-
31/12/19..
POT ?
DOUse
18/09/19
DOP-
31/12/19..
POT ?

DOI-
12/03/20
Cheque
Recd
15/3/20
[Cash
Book]
Cheque
Cleared
17/3/20
[Pass Book]
TOS?

DOR-
08/01/20
Cheque
Recd
15/3/20
[Cash
Book]
Cheque
Cleared
17/3/20
[Pass Book]
TOS?

DOUse
18/03/20
NEFF
16/03/20
Cash Book
entry -
17/03/20
TOS?
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Example 1:

C of Chennai supplies
goods to B of Bengaluru. C
has to send the goods for
delivery from Chennai to
Bengaluru.

A sends the goods to B on
30th Oct 2017. Turnover o
Cinthe P.Y. was2 crore.
Find the time of supply in

the

following different

scenarios:

Removal Date of

of Goods Issue of
Invoice

30th Oct 30th Oct

30th Oct 2nd Nov

30th Oct 28th Oct

Example : 2

Mr. Ram st goods to Mr.
Ravi worth 5,00,000. The
invoice was issued on 15tF
November. The payment
was

received on 30th
November. The goods wer
supplied on 20th
November.

Find the time of supply of
goods?

Answer:

Last Date

for Issue of

Tax Invoice

30th Oct

30th Oct

30th Oct

100

Date on

which

payment
is

entered in
the

books of
account

31st Oct

31st Oct

27th Oct

Date on
which

payment is
credited in
the

Bank
Account

1st Nov

1st Nov

26th Oct

Time of

Supply

30th Oct

30th Oct

26th Oct

Criteria for
determining
Time of
Supply
[Whichever is
earlier]

Date of issue
of Invoice
Last Date for
issue of
Invoice

Date on
which
payment is
credited in
the bank
Account



Whichever
Particulars is earlier
15th
Date of issue of invoice November
Last date on which invoice 20th
should have been issued November
30th
Date of receipt of payment November
Therefore, time of supply  15th

of goods = November.

Dateof invoice or payment
whichever is earlier.

Example : 3

Mr. Ram sold goods to Mr.
Ravi worth 5,00,000. The
invoice was issued on 15tF
November. The payment
was

received on 31st October.
The goods were supplied
on 20th November.

Find the time of supply of
goods?

P.Y. turnover of Mr. Ram
272 lakhs.

Answer:
Particulars

15th
Date of issue of invoice November
Last date on which invoice 20th
should have been issued November
31st
Date of receipt of payment October
Therefore, time of spply ~ 31st
of goods = October

Example 4:

X & Co., receives an
advance of 2,500/ on
29.07 for goods worth
10,000+ to be supplied in
the month of

September and recover
remaining balance. Will
your answer be the same i

Date of
invoice is
the criteria

Advance
Received
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advance is Rs.500/

Find the following:
(a) Value of supply of
goods in the month oduly

Answer:
is treated
as deemed
(a) Advance 2,500/ supply.
Our answer
will be

Therefore, X & Co., has different if
made a supply of 2500/~ advance is
on 29.07. Rs.500/

Example : 5
If a supplier ofoods has
received an amount of
1500/~ against an invoice o
1,100/ on 25.07. and the
date of invoice of next
supply to the said recipient
is 14.08.
Find the following in
respect of excess amount
over and above invoice

value:

(a) Time of Supply of good:

Answer:
supplier
has an

(a) Since, excess amount option to
received over and above treat the
invoice valuenot exceeds time of

1,000, supply
and they
will
consder
14.08. to
prolong

w.r.t 400/- either as their due

25.07. or 14.08. date.

Example : 6

M/s X Ltd, being a
manufacturer, sold goods
to M/s Y Ltd., wholesaler,
and issued invoice for the
sale on 0108
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Find the time of supply of
goods in each of the
following indepenént
cases:

(i) M/s X Ltd., removes the
goods for delivery to M/s Y
Ltd., on 16th August

(i) M/s. Y Ltd., collects the
goods from premises of
M/s X Ltd., on 10th August
(i) M/s Y Ltd., made full
payment on 26th July

(iv) M/s Y Ltd., credited the
payment in bank account
of M/s X Ltd., on 28th July
for 3/4th of goods, M/s

X Ltd., recorded the same
as receipts in his books on
3rd August. The goods
were dispatched on 5th
August from the
warehouse.

Answer:

() 1st August is the time o
supply of goods.

i.e. Earlier of the following:
w 5F0S 218t LYy
August

or

w 51F4G4S 2y 6K
required to be issued16th
August

(i) st August is the time
of supplyof goods.

i.e. Earlier of the following:
w 514GS 21 LYy
August

or

w 5F4G4S 2y 6K
delivered- 10th August

(i) 26th July is the time ol
supply of goods

i.e. Earlier of the following:
w 514GS 21 LYy
August

or

w 5F04S 2-®6th |
July

Note: assume P.Y. turnove
exceeds 1.50 crore.
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(iv) The time of supply of
goods for 3/4th of the
goods will be 28th July as
the payment has been
made prior

to the date of invoice and
the time of supply of goods
will be 1st August for
remaining 1/4th goods.
Note: assme P.Y. turnover
exceeds 1.50 crore.

* Continuous supply of
goods

Time of supply =

w ¢AYS G6KSY
statement is issued.

OR

w ¢AYS G6KSY
payment is received.
Whichever is earlier

Example : 7

M/s Indian Oil Corporation
entered into a contract
with Mr. B to supply of ail
throughout the year. M/s
Indian QOil

Corporation issues monthh
statement for the oil
supplied to Mr. B.
Determine the time of
supply of goodin

following independent
cases:

(i) Mr. B made payment for
the month of July on 31st
July and M/s Indian Oil
Corporation issued
statement

for the month of July on
8th August.

(i) M/s Indian Ol
Corporation issued
statement for the nonth of
August on 5th September,
the payment of

which not received till 30th
September.
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Answer:

(i) 31st July will be the
time of supply.

Earliest of the following:

w 548 27

August

Ly

w [Fad RIaG$S
invoice has to be issued:

Date of payment (31.07.)
or

statement (08.08.),

whichever is earlier i.e.
31st July .

Section 12 (3)

Example : 9

Mr. A, a registered person
received goods from Mr. B
an unregistered dealer. Mr.
B issues invoice on 1st Jul
Find the time of supply of
goods in following
independent cases:

(i) Mr. A received goods or
15th July, payment of
which is not made yet.

(i) Mr. A received goods o
3rd August & mael
payment for the same on
4th August .

(iif) Mr. A made payment
on 8th July and received
goods on the same date.
(iv) Mr. A received goods
on 10th July & made

(i) 5th
September
will be the
time of
supply.
Earlies of
the
following:
w 51 ¢
Invoice:
5th
September.
w [ Fail
on which
invoice has
to be
issued:
Date of
payment
(not
known) or
statement
(05.09.),
whichever
is earlier
i.e. 5th
September.
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payment for the same on
9th July .

Answer:

(i) Time of suppl of goods
= 1507

Earliest of the following:
Receipt of Goods = 1%/
Date of Payment = not pai
Date immediately following
30 days from the date of
invoice = 3107

(i) Time of supply of goods
= 3107

Earliest othe following:
Receipt of Goods = &3
Date of Payment = 0@8
Date immediately following
30 days from the date of
invoice = 3107

(i) Time of supply of good
= 0807

Earliest of the following:
Receipt of Goods 0807
Date of Payment = 087
Date immediately following
30 days from the date of
invoice = 3107

(iv) Time of supply of good
= 0907

Earliest of the following:
Receipt of Goods = 107
Date of Payment = 097
Date immediately following
30 days from the date of
invoice = 3107

Example : 12

Reliable Industries a
readymade garment
manufacturer issued the
voucher on 1@7 to their
prospective

customer for enabling
them to buy realymade
garments manufactured by
them from their shop.
Customer

purchased readymade
garments on 20th Aug .
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Find the time of supply of
goods?

Answer:

Time of supply of goods =
1007

Note: time of supply will be
the issuancef the
voucher. Since, the
voucher is identifiable with
the goods

Example : 13

{ K2 LIS NDna {i
large retailer who sells
various types of products
like readymade garment,
jewellery,

cosmetics, fabrics, shoes
etc., issuedhe voucher on
10-07 to their prospective
customer for enabling
them

to buy any product from
their shop. Customer
purchased readymade
garments on 20th Aug .
Find the time of supply of
goods?

Answer:

Time of supply of goods =
2008

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.

Example : 14

Mr. X being a supplier
receives conigeration in
the month of September,
instead of due date of July
and for such delay he is
eligible to receive an
interest amount of 1000/
and the said amount is
received on

15.12.
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Find the time of supply for
the interest portion and
due date of payment.
Answer:

The time of supply = 15.12
i.e. the date on which it is
received by the supplier
and

Due date of tax liability =
20.01.

Example : 14

Mr. A being registered
taxable person procures
goods (waste & scrap) in
auction from CTD of Govt.
of Maharashtra.

The chronology of events
are as follows:

Date of receipt of goods by
Mr. A

Date on which the
payment is entered in the
books of accounts of Mr. A

Date on which payment is
debited in the bank
account of Mr. A

Examples fromCAl

Delivery of Goods

22nd March 20

23rd March 20

22nd March 200

of issue of

20th March

21st March

43367

43364

43365

Actual
date of
issue of
invoice

21st March
2020

21st March
2020
21st March
2020
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Time of
supply
Time of
supply
shall be
September
21, 2@0

Time of
Supply
20th
March
2020
21st
March
2020
21st
March



22nd March 200

lllustration 10: A cement
manufacturing company
generates cgain waste
materials which are
supplied to a

recycling factory through &
pipeline on a continuous
basis. (a) Situation 1.:
Monthly payments of
5,00,000 are

to be made by 7th of the
next month as per the
contract. For the period
Octoberc¢ December,
following were

the date of issuance of
invoices and payments:

Period

October

November

December

Situation 2: Where there
are successive statements
of accounts that are to be
prepared, the last date of
issuance of invoice will be
the date d issuance of
such successive statemen
As per Section 12(2), the
time of supply should be
the earlier of the date of
issuance of invoice or the
last date of issuance of the
invoice.

2020 2020

22nd 22nd
25th March March March
2020 2020 2020
Date of Date of
issuance of receiptof  Time of
invoice payment Supply
4th 6th 4th
November November November
2020 2020 2020
6th 8th 6th
December Decanber December
2020 2020 2020

5th

9th January 5th January January
2021 2021 2021
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Date of
issuance of
invoice

4th
November
2020

6th
December
2020

9th January
2021

Period

October

November

December

Concept illustratons
Section 12(2)

Invoice
due date

20-Oct20
20-Oct20
20-Now20

Invoice date
10-Oct20
30-Oct20
30-Now20

Removal of

goods
20-Oct20
20-Oct20
10-Nov-20

Invoice/ documert date
26-Oct20
10-Oct20
30-Oct20

Receipt of

invoice by

recipient
05-Now20
10-Now20

Invoice date
30-Oct-20
20-Oct-20

Continuous supply of
goods

Removal of

goods
15-Oct20
25-0ct20

Invoice date
01-Now20

11-Dec20 08-Now20
30-Now20

Date of

receiptof  Time of

payment Supply

6th 4th

November November

2020 2020

3rd 3rd

December December

2020 2020

5th January 5th January

2021 2021

Payment

entry in Creditin

supplier's  bank Time of

book account supply
26-Oct20  30-Oct20 10-Oct-20
11-Oct20  30-Oct20 30-Oct-20

26-Now20 30-Nowv20  30-Now-20

Delivery of Receiptof Time of

goods payment supply
26-Oct20  26-Oct20 26-Oct-20
26-Oct20  10-Now20 10-Oct20
14-Nowv20  30-Oct20 30-Oct20

Delivery of Receiptof Time of

goods payment supply
26-Oct20  10-Now20 26-Oct-20
26-Oct20  10-Now20 20-Oct-20

Due date

of

paymert

as per Receipt of Time of

agreement payment supply
05-Nowv20 01-Now20  01-Now20
05-Dec20 11-Dec20 05-Dec20
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08-Jan21l

Reverse charge Section
12(3)

14-Dec20
23-Dec20

05-Jan21

Date of invoice issued by Removal of Receipt of

supplier
31-Oct-20
31-Oct20
31-Oct20
TOSServices

Concept illustrations
Section 13(2)

lllustration

Mr. A being registered
taxable person procures
Services in auction from
CTD Ltd. The chronology ¢
events are as follows:

Date of invoice

Date ofsupply of service

Payment received by way
of cheque and the entry fol
receipt of payment is
recorded in books of
accounts

Amount credited to bank
account @ supplier

lllustration

Mr. A being registered
taxable person procures
Services in auction from
CTD Ltd. The chronology ¢

goods
31-Oct20
31-Oct20

30-Dec20

goods
20-Now20
20-Now-20

01-Jan21

Payment
by
recipient
30-Now-20
05-Now20
No
payment
made for

05-Jan18 the supply

31-Jan20

13-Janr20

10-Jan20

12-Janr20
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Time of
supply

Time of
supply of
services
shall be

January 10,
2020

01-Jan21

Time of

supply
20-Now20
05-Now20

30-Now20



events are as follows:

Date of invoice

Date of sipply of service

Payment received by way
of cheque and the entry fol
receipt of payment is
recorded in books of
accounts

Amount credited to bank
account ofsupplier

lllustration

What is time of supply of
service with respect to
receipt of amount in exces:
of the invoice amounte.qg.
5,000 on September 22,
2020 by the supplier.
Subsequently, the recipien
pays scenario:1 5,500/
and scenario 2: 8,000/
Moreover, invoices are
issued within the time
stipulated under section 31
as services are provide on
October 10,2Q0; Date

on which payment is
entered in books of
accounts of the supplier or
September 30,220 and
Dateon which payment is
credited to the bank
account is September
28,2@0? What will be TOS
for above services?

Accordingly, the time of
supply in each of the
scenarios given in the
example would be as
follows:

31-Jan20

07-Jan20

10-Jan20

12-Janr20
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Time of
supply

Time of
supply of
services
shall be
January 07,
2020



Scenario 1: The time of
suwpply of service for

5,000 shall be September
22, 2@0and with respect
to remaining amount of
500/-

received in excess shall be
at the option of the
supplier be the date of
receipt of payment i.e.
September 28, 280 or the
date

of invoice whenever raised
by the supplie in respect
of the excess amount.

Scenario 2: The time of
supply of service for
5,000 shall be September
22, 2@0and with respect
to remaining amount of

3000/- received in excess
shall be September 28,
2020

Example : 8

ABC & Co., a Cost
Accountants firm issued
invoice for services
rendered to Mr. Ram on
5th August 2Q0.
Determine

the time of supply in
following independent
cases:

(i) The provisions of
services were completed
on 1st July 220.

(if) The provisions of
services were completed
on 15th July 2P0.

(iif) Mr. Ram made the
payment on 3rd July ZD,
where provisions of
services were remaining tc
be completed.

(iv) Mr. Ram made the
payment on 15th August
2020, where provisionsf
services were remaining tc
be completed.
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Answer:

(i) 1st July 2RO will be the
time of supply of services
as invoice is not issued
within the time frame of 30
days.

(i) 5th August 220 will be
the time of supply of
Services as invoice is issue
within the time frame.

(iii) 3rd July 2R0 will be

the time of supply of
services as payment
received before invoice
date.

(iv) 5th August 220 will be
the time of supply of
services as invoice is issue
before the comjetion of
provisions

of services.

Time of Supply of Services
(in case of Reverse Chargs

Example : 10

C Ltd., a registered firm
received services from a
Raman & Co., an Advocatt
firm., an unregistered
person.

The firm issued invoice to |
Ltd. on 1st July ZD.
Determine the time of
supply of services in the
following

independent cases:

(i) C Ltd. made the
payments to the firm on
15th August 200.

(i) C Ltd. made the
payments to the fim on
11th September 220.

Note: C Ltd turnover in the
preceding financial year
was 2 crore

Answer:
() Time of supply of servic
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= 1508-2020

Note: as payment made
earlier than the date
immediately following 60
days fom date of issue of
invoice.

(ii) Time of supply of
service = 3@8-2020

Note: as payment made
after the date immediately
following 60 days from
date of issue of invoice.

Example : 11

X Ltd. & Y Ltd. (London) is
associaed enterprises. X
Ltd., a registered firm
received the services of Y
Ltd., aunregistered firm.
Determine the time of
supply in following cases:
() X Ltd. recorded the
liability in the books on
15th July 2@0and
payment will be made in
the next month.

(ii) X Ltd. made advance
payment to Y Ltd. on 10th
July and recorded liability
in the books on 15th Aug
2020.

Answer:

(i) Time of supply =167-
2020

Note: as the date of entry
in the books is prior to the
date of payment.

(i) Time of supply = 207-
2020

Note: as the payment is
made earlier to the date of
entry in the books.

Time of Supply of
Vouchers for Goods &
Services [Section 12(4) &
13(4) of CGST Act, 2017]:

Example : 12
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PVR cinema issued the
voucher on 1607-2020to
their prospective
customer for enabling
them to Watch one ticket
free on purchase of one.
Customer

redeemed voucher on 20tt
Aug 2@0.

Find the time of supply of
service?

Answer:

Time of supply of goods =
10-07-2020

Note: time of supply will be
the issuance of the
voucher. Since, the
voucher is identifiable with
the Service.

Example : 13

Book my show, issued the
voucher on10-07-2020 to
their prospective customer
for enabling them

to pay for one ticket and
get one ticket free in any
theatrein Mumbaicity.
Customer redeemed it on
20th Aug 2Q0.

Find the time of supply of
Service?

Answer:

Time of supply of goods =
20-08-2020

Note: time of supply will be
the date of encashment of
voucher (i.e. Redemption
of voucher). Since, the
voucher

is not identifiable with
specific Service.

Time of supply of goods or
servicegelated to an
addition in the value of
supply by way of interest,
late fees or

penalty [Section 12(6) and
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Section 13(6) of the CGST
Act, 2017]:

Example : 14

Mr. X being a supplier
receives consideration in
the month of Septemér
2017, instead of due date
of July 2017,

and for such delay he is
eligible to receive an
interest amount of 1000/
and the said amount is
received on

15.12.2Q0.

Find the time of supply for
the interest portion and
due date of payment.

Answer:

The time of supply =
15.12.17

i.e. the date on which it is
received by the gpplier
and

Due date of tax liability =
20.01.18.

Example : 15

Mr. X is supplied goods to
Mr. Y on 28th July 2.
The GST rate on goods is
changed from 12% to 5%
w.e.f. 1st

January 2018. Mr. X issuel
invoice on 28th Augst
2020and payment is
credited in his bank
account on 30th
December 200.

(i) What is the time of
supply in this case?

(i) Effective rate of GST?

Answer:

(i) Time of supply = 28th
August 220

(i) Effectve rate of GST =
12%
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U/S 14Change in rate of tax in respect of supply of goods or services

Supply is completed before the change in rate of tax

Invoice Payment | Time of supply | Applicable
issued received rate of tax
before date | before date
of change | of change
in tax rate | in taxrate
No No earliest of the|New rate of
date of invoice | tax
or payment

Yes No Date of issue of | Old tax rate
1Nvoice.
No Yes Date of receipt|Old tax rate

of payment

Supply is completed after the change in rate of tax

Invoice Payment | Timeofsup- | Applicable
issued before | received ply rate of tax
date of before date
change in tax | of change in
rate tax rate
Yes Yes earliest of the| OIld rate of tax

date of invoice
or payment

Yes No Date of receipt | New rate of tax
of payment

No Yes Date of issue | New rate of tax
of invoice

Section 14 Rate of Tax

Example : 16

X Pvt. Ltd. engaged in providing
taxable services by way of training
and coaching activities irlation of
information Accounting and Auditing
since, 1st July 20 has the following
details in respect of that activity for
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the month of September, 2ZD:

Date of issuance of invoice
20.10.20

16.09.2@0

02.10.220

The date of change in effective rate
of tax in this case is €10-2020 from
12% to 18%. These services are
rendered

in August 200. Find theTime of
Supply of service, effective rate of
tax.

Date of
Services issuance
rendered of invoice

42948 20.10.220
42948 16.09.2@0
42948 02.10.220

Date on
which
payment
received
06.10.220
03.10.220
30.09.2@0

119

Date on which

payment
received
06.10.220
03.10.2@20
30.09.220

Amount

in

25000
2,50,000
1,25,000

Amount in
25000
2,50,000
1,25,000
Time of
supply Effective
Rate of
of service tax
06.10.220 0.18
16.09.2Q0 0.12
30.09.220 0.12



PLACE OF SUPPLY U/S 10 to 13 IGST ACT 2017

10(1) The place of supply of goods, other than supply of goods imported into, or
exported from India
B (a) where the supply involvesnovement of goods
B (b) where the goods are delivered by the supplier to a recipient or any
other personon the direction of a third person
B (c) where the supplydoes not involve movement of goodgat the time of
delivery)
B (d) where the goods ar@assembled or installedt site
B (e) where the goods argupplied on board a conveyance
10(2) Where the place of supply of goods cannot be determined
11. The place of supply of goods, i
(a) imported into India shall be the bcation of the importer;
(b) exported from India shall be the location outside India.
12. Supply of Services in India
13. Supply of servicesSupplier/Recipient is Outside India

Place of Supply of Goods
(Other than import or Export)

1
: T T v

Supply involes Goods || Supply does not Goods || Goodssuppied || Inany
movement of goods | | deiveredon || involves asembiedor || onboarda || other
(whether by supplieror | | thediection || movementof || installedatste (| conveyance ||case Sec.
fecipient or by any other | [ofthrdperson || goodsSec | [ Sec 10{1)(d)of || Sec 10{1)(e)of | | 10(2)of
person) Sec 10(1)(a) of | |Sec 10{1){b) of | 10(1)(chof IGST IGST IGYI IGSI

IGST IGT

R T T T

Macewhere || Pincipalplace| |  Location of Place of location || Place of supply
movement terminates | | of businessof | | qoodsatthetime| | instalation | | where Qoods || shal be determined

for defivery to the thethid | | of delverytothe of aetaken || insuchmanner as
fecipient person fecipient assembly board || may be prescribed
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U/ST11,12& 13 of IGST ACT - PLACE OF SUPPLY

viovement Does not involve ,
Import /Export
. movement of goods
nossible

« LOS.(Supplier) -

* Place of Outside India

- Location of registration - LOR. (Recipient)-
supplier - If registration NA India outside

there (then . P.OS. (Payment) -

« Goods location of Outside India
(When Service). - Place Of Supply -
SU[JFIliEf » More than one India outside

i establishment -Mote: Inter state deemed
ready with T T T Supply (IGST)
gﬂﬂdﬂn] SErVICE prmrided] » Between 2 Stateor U. T.
. . None of above SEZ | Development of SEZ

» Services m— bl then «Impert till Custom frontier

- [UjS12 &13] place of resident 'Elpufrt _

) *Foreign Tourist
by service quys1l

provider.

[ILLUSTRATION : 1

Mr. C of Chennai received purchase order from Mr. H of Hyderabad for want of commercial goods. Now supply
involves moveme nt of goods by supplier from Chennai to Hyderabad in a truck by road.

P.O.

Mr. C
Chennai

Place of supply of goods = Hyderabad.

Mr. H
7 Hyderabad
IGST will be levied.

Declared outward supply of goods Table 5 of GSTR 1, supplier should indicate place of supply
where location of supplier and recipient are different.

The supplier delivers goods to a recipient or any other person on the direction of a third person
by way of transfer of documents of tile to the goods or otherwise Section 10(1)(b) of the IGST
Act 2017:
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Nature of supply Place of supply of goods

Goods are delivered by the supplier to a recipient or any| It shall be deemed that the said third pe
person on the direction of a third person, whether acting| has received the goods and the Plac
agent or othervgie, before or during movement of goodq Supply of such goods shall be the pring
way of transfer of documents of title to the goodq place of businessfguch person.

otherwise.

ILLUSTRATION : 2

Mr. C of Chennai received purchase order from Mr. H of Hyderabad for want of commefcial
goods. Now supply involves movement of goods by supplier from Chennai to Hyderabad by yoad in
a truck.

Upon the direction of Mr. Hof Hyderabad these goods are redirect to Branch office of Mr. Hlocated in Vijayawada
by way of transfer of documents of title to the goods (i.e. Lorry Receipt or LR copy).

P.O.

Mr. C
Chennai

v

Mr. H
Place of supply goods = Hyderabad.

Branch Office Mr. H
Vijayawada Hyderabad
Head Office
IGST will be levied.

It shallbe deemed that the said third person has received the goods and the Place of Supply of such
goods shall be the principal place of business of such person.

[ILLUSTRATION : 3 |

Supplier delivers goods to a Principal on the direction of an Agent.

P.O.

Mr. M directto Mr . C to
deliver the goods to
Mr. H of Hyderabad

Mr. H
Hyderabad
(Principal )

Mr. C
Chennai

Mr. M Madurai
(Agent )

v

Place of supply goods = Madurai.

CGST & SGST will be levied

It shall be deemed that the said third person has estéhe goods and the Place of Supply of such
goods shall be the principal place of business of such person as per Sec 10(1)(b) of IGST Act, 2017,
even if Mr. M acts as agent of Mr. H (namely Principal)

Supply does not involve movement of goods Section 1J{€) of the IGST Act, 2017

Nature of supply | Place of supply of goods
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Where the supply does not involve movemen| Location of such goods at the time of the delivel
goods, whether by the supplier or the recipient. | the recipient

(This place of supplysiirrespective of the location
the buyer and seller)

ILLUSTRATION : 4

A and B both located in Kerala. B comes to shop of A. A delivered goods to B. What is the place of
supply of goods. Which levy will attract?

Answer:

Place of supply goods = Kerala.
CGST & SGST will be levied
Location of such goods at the time of the delivery to the recipient. This is irrespective ¢f the

location of the buyer and seller.

ILLUSTRATION :5

M/s Karina Ltd. incorporated in Mumbai and own a godown in Chennai. Mr. M Mumbai
approached M/s Karina Ltd. of Mumbai for purchase of goods lying in godown at Chennai. Nir M

further informs that he does not want delivery of goods in Mumbai. M/s Karina Ltd. issues inyoice
for sale of goods in Mumbai.

Find the place of supplpf goods and levy of tax?

Answer:

P. O.

Mr. M directto M /s.
Karina to deliver the
goods at Chennai

M/s Karina
Mumbai

Chennai Chennai

MJs Kari Mr. M
s Karina .

Mumbai
Godown ::> Mr. M

Place of supply goods = Chennai

IGST will be levied

Location of such goods at the time of the delivery to the recipient where Supply does not involve
movement of goods.

This place of supply is irrespective of the location of the buyer and seller.

ILLU STRATION: 6
M/s X Ltd has place of business in Chennai, being an
NBFC given an asset under financial lease to M/s  ABC Ltd.
of Chennai. The said asset so far used by M/s ABC Ltd in their factory located at
Hyderabad. At the end of lease peridie said aset acquired by M/s
ABC Ltd. at a nominal amount. Find the place of
supply of goods and levy of GST.
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Answer:
Place of supply of goods = Hyderabad.
IGST will be levied.

Since, there is no movement of goods from one place to another, provisions of Sec.cy@(fl)(
IGST applicable.

Goods are assembled or installed at Site [Sec 10(1)(d) of IGST, 2017]:

Nature of supply Place of supply of goods
Where the goods are assembled or installed at sif Place of such installation or assembly
ILLUSTRATION : 7
Mr. D located in New Delhi, place order on Mr. Delhi of New Delhi for installation of Adondition
machine in his factory located in Chennai. Mr. D procures the Indoor and -algor units, set of plug
electrical cables, distribution boards and other items from eiffint States in India and arranges f
delivery in Chennai. The said machine assembled by Mr.Dehli in Chennai. Find the Place of sup
goods and levy tax? Answer:
Place of supply of goods = Chennai
Mr. Delhi is liable to pay IGST.
Goods are suppliedon board a conveyance [Section 10(1)(e) of IGST Act, 2017]:

Nature of supply Place of supply of goods

Where the goods are supplied on board a conve| Location at which such goods are takerboard.
including a vessel, an aircraft, a train or a m
vehicle.

ILLUSTRATION : 8

Chennai express train going form Chennai to Cochin, M/s X Ltd. located in Cochin has supplied the
which are given to passengers during night time. The food packets are loaded at Chennai Central St
Chennai.

Find the place of supply of goods and levy of GST?
Answer:

Place of supply of goods = Chennai [Refer above for the provision]
M/s X Ltd. is liable to pay IGST.

ILLUSTRATION : 9

Mr. C of Chennai supplied goods to M/s  Spice Jet

Airlines of Chennai flying between Delhi-Mumbai.The

goods are loaded in the aircraft in Delhi. Find the place of supply of goods and leyy of
tax?
Answer:

Place of supply of goods = Delhi
Mr. C of Chennai is liable to pay IGST.

Place of Supply of goods cannot be determined [Section 10(2) of ST Act, 2017]:

Nature of supply Place of supply of goods
Any thing not covered under sigection (a) to (e) ¢ Determined in such manner as may be prescribec
Section 10(1) of the IGST Act, 2017 as recommended by GST Council)

Place of supply ofgoods imported into or exported from India [Sec. 11 of the IGST Act, 2017]

Nature of supply | Place of supply of goods |

124



Import into India Location of the importer

Export from India Location of outside India

Conclusion:; IGSTT Levy

IGST i Levy on supply ofgood:
Supply of goods in the course of in8tate trade or commerce means any supply where:

A the location of the supplier
and

A the place of supply are in different
States Deemed Inter State Supply:

A A supply of goods and/or services in the
course of impar

A An export of goods and/or services

The Place of Supply of Services where location of supplier and recipient is in India [Sec. 12 of
IGST Act, 2017]: To know the Place of Supply for Services the following two concepts are very
important (Section 12(1) dhe IGST Act, 2017):

1. Location of the recipient of services.

2. Location of the supplier of services

Location of the recipient of services:
Sec 2(14) of IGST Act, the definition of location of recipient of service divided into 4 sub clauses:

Recipient of sendge Location of the recipient of service

(a) Services received at place of business W Location of such place of business
registration is obtained.

(b) Services received at fixed establishment | Location of such fixed establishment

(c) Services receiwed at more The location of establishment most directly conce
than one establishment with the receipt of the supply
(d) Services received at other than above. The location of the usual place of residence of
recipient.

Location of the supplierof service:
Sec 2(15) of IGST Act, the definition of location of supplier of service divided into 4 sub clauses:

Supplier of service Location of the supplier of service

(a) Supply is made from a place of business W Location d such place of business
registration is obtained.

(b) Supply is made from a fixed establishment| Location of such fixed establishment

(c) Supply is made from more than one The location of establishment most directly conce
establishment with the provision of the supply
(d) Sevices received at other than above. The location of the usual place of residence of
supplier.

ILLUSTRATION : 8

M/s X Ltd. has entered into agreement with M/s Y Ltd. to maintain air conditione M/s. X Ltd.
has air conditioners located in Telangana, Andhra Pradesh and Tamil Nadu. M/s Y Ltd. has
appointed subcontractors for the purpose of providing the services of maintenance of air
conditioners installed in Telangana, Andhra Pradesh and Tamil Nadu. The maintenance and
repair work undertaken by the sub-contractor, who is a supplier of service in the given case.
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Answer:
Supplier of service is M/s Y Ltd., even though the services are actually provided by ti

ne sub

contractors on behalf of M/s Y Ltd.

Place of supply of service$ Default Section.
It means, Section 12(2) is applicable only when Section 12(3) to Section 12(14) is not applicable.

Place of supply of services 5 default
section Sec. 12(2) of IGSTAct, 2017

Transactio ns covered
under Section 12(3)
to Section 12(14) of
the IGST Act, 2017

Yes

Place of supply of
service will be
determined as per
the respective
provision [i.e., sec.
12(3)to (14)]

Supply
made to
registered
person

Address of
the recipient
on record

exists

No

A 4

POS = Location of the
service recipient I

POS =Location of the
supplier of service

Here POS = Place of supply.

Supply of service to a registered person [Sec. 12(2)  (a) of IGST Act]:

Taxable supply of services other
than sub -sec. (3)to (14) of Sec . 12

Mr. C
Chennai
Registered Person

Mr. D
New Delhi
Registered Person

Place of supply of service = Location of recipient of service (i.e., New Delhi).
Levy of Tax = IGST will be levied.

Supply of service to a unregistered person [Sec. 12(2)(b)( i) of IGST Act (where the address on records exists)]:

Taxable supply of services other
than sub -sec. (3)to (14) of Sec. 12

Mr. C of Chennai
Cost Accountant
Registered Person

Mr. D
New Delhi
Un-registered Person

Place of supply of service = Location of the recipient where the address on recdsds exis
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IGST will be levied.
Address on records means the address of the recipient as available in the records of the supplier.
Supply of service to a unregistered person [Sec.12(2)(b)(ii) of IGST Act (where the address on records NOT exists)]:

Taxable supply of services other
than sub -sec. (3)to (14) of Sec . 12

Mr. C of Chennai
Watch Mechanic
Registered Person

Mr. D
New Delhi
Un-registered Person

Place of supply of service = Chennai

CGST & SGST will be levied.

Place of supply of services directly in relation to an immovable property [Sec. 12(3)(a) of IGST
Act, 2017]:

S. Nature of service Place of supply of service
No.
1 | Architects Any Immovable  property
2 | Interior decorator services | located or intended to be
3 Surveyors ancillary [ located India:
4 [Engineers and other related exports or estate agents | 0 tese| .|~ tion of Immovable
5 | Any service provided by way of grant of rights to use services property
immovable property Sec. , -
6 | for carrying out or ceprdination of construction work 12(3)(d) | Outside India:
A Location of the
recipient.

ILLUSTR ATION 1
X Ltd., located in Mumbai, Maharashtra receives order from M/s Y Ltd. located in Ahmedabad,
Guijarat for supply of one machine.

Find the place of supply and applicable GST?

Answer:

1. Location of Supplier: Mumbai (Maharashtra).

2. Place of Sugp: Ahmedabad (Gujarat) u/s 10 (1) (a)
Since, the movement of goods terminate at Ahmedabad.
Applicable GST = IGST

ILLUSTRATION 2
A and B both located in Kerala. B comes to shop of A. A delivered goods to B. What is the place of
supply of goods? Whth levy will attract?

Answer:

Place of supply goods = Kerala. u/s 10 (1)

CGST & SGST will be levied

Location of such goods at the time of the delivery to the recipient.
This is irrespective of the location of the buyer and seller.
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ILLUSTRATION 3
M/s Karina Ltd. incorporated in Mumbai and own a godown in Chennai. Mr. M of Mumbai
approached M/sKarina Ltd. of Mumbai for purchase of goods lying in godown at Chennai.

Mr M further informs that he does not want delivery of goods in Mumbai.
M/s Karina L td. issues invoice for sale of goods in Mumbai.

Find the place of supply of goods and levy of tax?

Answer:

Place of supply goods = Chennai u/s 10 (1)

IGST will be levied
Location of such goods at the time of the delivery to the recipient where Slggsynot involve movemen
of goods.

This place of supply is irrespective of the location of the buyer and seller.

ILLUSTRATION 4
M/s X Ltd has place of business in Chennai, being an NBFC given an asset under financial lease to
M/s ABC Ltd. of Chenna.

The said asset so far used by M/s ABC Ltd in their factory located at Hyderabad. At the end of lease
period the said asset acquired by M/s ABC Ltd. at a nominal amount. Find the place of supply of
goods and levyof GST.

Answer:
Place of supply of gmds = Hyderabad.

IGST will be levied.
Since, there is no movement of goods from one place to another, provisions of Sec. 10(1)(c) of IGS
applicable.

ILLUSTRATION 5
Mr. D located in New Delhi, place order on Mr. Delhi of New Delhi for installation ofAir -condition
machine in his factory located in Chennai.

Mr. D procures the Indoor and out-door units, set of plugs, electrical cableglistribution boards and
other items from different States in India and arranges for delivery in Chennai. The said

machine assembled by Mr. Dehli in Chennai. Find the Place of supply of goods and levy tax?
Answer:

Place of supply of goods = Chennai u/s 10 (1)

Mr. Delhi is liable to pay IGST.

ILLUSTRATION 6
Chennai express train going form Chennai to Cochin, M/s Xtd. located in Cochin has supplied the
food which are given to passengers during night time.

The food packets are loaded at Chennai Central Station, Chennai.
Find the place of supply of goods and levy of GST?

Answer:

Place of supply of goods = Chenifigefer above for the provision]
M/s X Ltd. is liable to pay IGST.

ILLUSTRATION 7
Mr. C of Chennai supplied goods to M/s Spice Jet Airlines of Chennai flying between Delklumbai.
The goodsare loaded in the aircraft in Delhi. Find the place of supplyf goods and levy of tax?
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Answer:
Place of supply of goods = Delhi u/s 10 (1)(e)
Mr. C of Chennai is liable to pay IGST.

ILLUSTRATION 8
Mr. X located in Chennai engaged the services of Mr. Y an Architect in Chennai. Mr. X requests him
to make design of residential complex to be constructed in Cochin, Kerala

Mr. Y provided drawing and design servicesn relation to immovable property located at Cochin.
Find the place of supply of service and levy of tax?

Answer:

Place of supply of service = Id@an or intended to be locate the property (i.e. Cochin)

IGST is liable to pay by Mr. Y u/s 12

ILLUSTRATION 9
Mr. Rohit registered person in Jaipur. He went to Kolkata and stays in a Taj hotel at Kolkata. He
also availedBeauty treatment services at btel.

Find the place of supply of service and tax liability in the hands of Taj hotel.

Answer:
Place of supply of service = Kolkata place of supply of service is same for accommodation service t
aswell as Beauty treatment as it is an ancillagie to the accommodation.

ILLUSTRATION1 O
Mr. Navab a person staying at Dubai, trained for the purpose of grooming of horse in Chennai. Find
the place ofsupply of service?

Answer:
Place of supply of service = Chennai
As the horses are groomedGhennai. u/s 12

ILLUSTRATION 11
Mr. A located at Kolkata provides training at Kolkata to employees of M/s Infosys Ltd, which is
registered atMumbai.

Find the place of supply of service and GST liability in the following two cases?
Case 1: Infosys$ registered person under GST

Case 2: Infosys is not registered person under GST

Answer:

Case 1:If Infosys Ltd is a registered person

POS will be Mumbai.

Mr. A. is liable to pay IGST.

Case 2: If Infosys Ltd is not a registered than POS will be Kalkat

Mr. A. liable to pay CGST and SGST. u/s 12

ILLUSTRATION 12

Guideline Academy registered person provideservices to

commercial training and coachingp uddi ng CMAOG s

at Chennai. Many students (who are unregistered persons) from Telangana, Andhra Praste Tamil
Nadu, Karnata and Kerala came and stay in Chennai for the purpose of undergoing training in the
Guideline Academy.Find the Place of supply of service?
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Answer:

Place of supply of service = Chennai

As the training is performed in Chennai.

Guideline Academy is liable to pay CGST and SGST. u/s 12

ILLUSTRATION 13
X Ltd. being a registered person located in Hyderabad hires Mr. Y who is located in Chennai for
appraisal performance of senior employees of their company.

Mr. Y visits Hyderabad to evaluate the performance of thaenior employees.

(a) Find the Place of supply of service?
(b) What would be the place of supply of service if some of the selected employees and relevant pa|
are sent to Chennai for evaluation where X Ltd. is urregistered person.

Answer:
(a) POS = Hyderabad (i.e. Location of recipient of Service, since, provided to a registered person)

Mr. Y is liable to pay IGST.
(b) POS = Chennai (i.e. Location where the services are actually performed, since, providesjjistened
person)

Mr. Y is liable to pay CGST and SGST. u/s 12

ILLUSTRATION 14

Board of Control for Cricket in India located at Mumbai, sold tickets orn-line for IPL match, is going
to conduct at

Chepauk Stadium, Chennai. However, finally match conducat Mumbai. Find the place of supply of
service ofadmission to sporting even?

Answer:
POS = Mumbai
BCCl is liable to pay CGST and SGST. u/s 12

ILLUSTRATION 15

Mr. X an event organiser, located in Chennai received an order from M/s Taxman publations,
Mumbai to conduct a book fair at Chennai. Find the Place of supply of service and GST in the
following two cases:

Case 1: Taxman publications is a registered person.

Case 2: Taxman publications is a wnegistered person.
Answer:

Case 1: Mumbd(i.e. location of recipien of service)

Mr. X of Chennai is liable to pay IGST.

Case 2: Chennai (i.e. location where the event is actually held)
Mr. X of Chennai is liable to pay CGST & SGST. u/s 12

ILLUSTRATION 16
Mr. Kapil Sharma a Jalandhar basedcomedian hosted a comedy show at Singapore on birth day
occasion ofMu mb a i based actor Mr. Shah Rukh Khanos

Answer:
POS = Mumbai (i.e. location of service recipient).
GST = IGST is liable to pay by Mr. Kapil Sharma u/s 12

130



ILLUSTRATION 17
Mr. D of Delhi being an event organizer hosted an exhibition at Mumbai to exhibit the products of
exhibitor namely, Chennai Silks, Chennai, is a registered person.

Answer:
POS = Chennai (i.e. location of service recipient)
IGST is liable to pay by Mr. f Dehli u/s 12

ILLUSTRATION 18
Mr. C of Chennai being an event organizer hosted an exhibition at Dhaka to exhibit the products of
exhibitor (namely Chennai Silks) located Chennai.

Answer:
POS = Chennai (i.e. location of service recipient)

GST = CGT and SGST is not liable to pay by Mr. C
Note: Services by an organiser to any person in respect of a business exhibition held outside India i
exempted from GST (Entry No. 52). u/s 12

ILLUSTRATION 19

M/s Kalyan Pvt. Ltd. is an event management compw is located in Chennai. Mr. Raj located in
Jaipur hires the services of M/s Kalyan Pvt. Ltd., for organizing marriage function of his son in Taj
Coromandel, Chennai. Mr. Rajis not a registered person. Find the place of supply of service and G¢
liabilit y?

Answer:

POS = Chennai

(i.e. where the event is actually held).

M/s Kalyan Pvt. Ltd. of Chennai is liable to pay CSGT & SGST. u/s 12

ILLUSTRATION 20
Mr. Navab a person staying at Dubai, trained for the purpose of grooming of horse in Abudhabi. id
the place ofsupply of service?

Answer:
Place of supply of service = Abudhabi
As the horses are groomed in Abudhabi. u/s 13 (Place of Service is Outside India)
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CHAPTER 5
Rate of Tax U/S 14 Valueof Supply U/S 15

INTRODUCTION

GST is payable (ipn supply of goods and / or services for a consideration in the course of or
furtherance of business; (ii) on certain supplies made without a consideration as specified in Schedule
| to the CGST Act. As GST is levied as a percentage of the value of swim@her of goods or of
services, it becomes important to know how to arrive at the value on which tax is to be paid.
Provisions relating to 6value of suppl yd set ou
CGST and SGST/UTGST (int@tate supplypnd IGST inter state supply) should be paid. Section

15 of the CGST Act supplemented with the Chapter 1V: Determination of Value of Supply of CGST
Rules3 prescribes the provisions for determining the value of goods and services. Section 15 of the
CGST Ad provides common provisions for determining the value of goods and services. It provides
the mechanism for determining the value of a supply which is made between unrelated persons and
when price and only the price is the sole consideration of the suyfilen value cannot be
determined under section 15, the same is determined using Chapter IV: Determination of Value of
Supply of CGST Rules.

VALUE OF SUPPLY [SECTION 15]

STATUTORY PROVISIONS

Section 15 Value of taxable supply
Sub-section || Clause Particulars
(1) The value of a supply of goods or services or both shall be the

transaction value, which is the price actually paid or payable for the
said supply of goods or services or both where the supplier and the
recipient of the supply are not related and the price is the sole
consideration for the supply.

(2) The value of supply shall include-

(a) ||any taxes, duties, cesses, fees and charges levied under any
law for the time being in force other than this Act, the State
Goods and Services Tax Act, the Union Territory Goods and
Services Tax Act and the Goods and Services Tax
(Compensation to States) Act, if charged separately by the
supplier;
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(b)

any amount that the supplier is liable to pay in relation to
such supply but which has been incurred by the recipient
of the supply and not included in the price actually paid or
payable for the goods or services or both;

(¢)

incidental expenses, including commission and packing,
charged by the supplier to the recipient of a supply and
any amount charged for anything done by the supplier in
respect of the supply of goods or services or both at the
time of, or before delivery of goods or supply of services;

(d)

interest or late fee or penalty for delayed payment of any
consideration for any supply; and

(e)

subsidies directly linked to the price excluding subsidies
provided by the Central Government and State
Governments.

Explanation.—For the purposes of this sub-section, the amount of
subsidy shall be included in the value of supply of the supplier who
receives the subsidy.

(3)

The value of the supply shall not include any discount which is given

(a) before or at the time of the supply if such discount has
been duly recorded in the invoice issued in respect of such
supply; and

(b) || after the supply has been effected, if—

() ||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

(i) || input tax credit as is attributable to the discount on
the basis of document issued by the supplier has
been reversed by the recipient of the supply.
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(4) Where the value of the supply of qoods or services or both cannot
be determined under sub-section (1), the same shall be determined
in such manner as may be prescribed.

(5) Notwithstanding anything contained in sub-section (1) or sub-
section (4), the value of such supplies as may be notified by the
Government on the recommendations of the Council shall be
determined in such manner as may be prescribed.

Explanation—For the purposes of this Act,—

(a) persons shall be deemed to be "related persons” if—

(i) such persons are officers or directors of one another’s
businesses;

(i) | such persons are legally recognised partners in business;

(iii) || such persons are employer and employee;

(iv) || any person directly or indirectly owns, controls or holds
twenty-five per cent or more of the outstanding voting stock
or shares of both of them;

v) one of them directly or indirectly controls the other;

(vi) || both of them are directly or indirectly controlled by a third
person;

(vii) || together they directly or indirectly control a third person; or
they are members of the same family;

(b) the term “person” also includes legal persons;

{c) persons who are associated in the business of one another in that one
is the sole agent or sole distributor or sole concessionaire, howsoever
described, of the other, shall be deemed to be related

Analysis

The CGST law has different provisions for determining the taxable adla supply of goods /
services in the following situations:
1 Supplies made for a price in money (monetary consideration), to unrelated perSaks
sections (1) to (3) of section 15;

1 Supplies made for nemonetary consideration, or for part monetary consideration and part
other, or involving additional consideration, or to related persons, or for specific classes of

supply

1 Subsections (4) and5) of section 15 read with the Chapter IV: Determination of Value of

Supply of CGST Rules.
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The 6Explanationbé to section 15 defi
including sole agent, sole distributor and sole concessionaire.

VALUE OF SUPPLY

nes Orel ateodo

1. Agreed Price XXX
2. Exchange of Old Machine XX
3. Taxes other than GST XX
4. Incidental Expenses XX
5. Interest for delayed payment XX
6. Transport Charges XX
| 7. Packing & Forwarding XX
8. Installation Charges XX
8. Freight XX
9. Insurance XX
| 10. Inspection Charges XX
11. Testing Charges XX
12. Subsidy from Trade Association XX
Less : Discount - XX
Taxable Value of Supply XXX
™
ILLUSTRATION 1
Mr. A goes to shop of Mr. B and purchases television. He pays amoub0gi00 as
consideration for 52 inchdsED TV Purchased plus GST. Where MRP of the pro«
65,000. Discount offered to all buyerd5,000. As pesectin 15(1) of the CGST Aci
2017 the valuation will be as per transaction value basis. Assume appliase ke
CGST 14% and SGST 14%. Invoice will be prepared as follows:
Answer:
Particulars Value in
Transaction value 50000
Add; CGST 14% 7000
Add: SGST 14% 7000
Invoice price 64000

ILLUSTRATION 2

Mr. Ram sold goods to Mr. Lakshman fd,50,000. As per the contract of sale, M
Ram is required to delivehe goods in the premises of Mr. Lakshman. Mr. Ram
transporter for transportation for delivery of goods.

However, the freight paid by Mr. Lakshman to transporter. Freight p&i&00.
Find the transaction value of supply of goods.
Answer:
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Particulars

Value of supply of goods

Add: Freight paid by recipient of supply (which the supplier is so liable to pay)
Taxable value of supply of goods

ILLUSTRATION 3

Mr. A is a seller of furniture. He supplied the furniture fds,75,000 to Mr. B with
the condition that to remove oldurniture from the premises of Mr.B by charging
5,000. Find the value of taxable supply of goods in the hahti&. A.

Answer:

Particulars

Value of furniture

Add : Cost of removing old furniture from the premises

The value of taxable supply of goods is

ILLUSTRATION 4

Bharat Gas sells cooking gas cylin8ebsidy directly transferred to the account of
the customer. Sellingrice per cylinder is 800. Customer received subsid00
directly from Governmento his bank account. Netutflow of the buyer is 600.
Find the value of supply of goods (per cylinder) in the hands of Bharat Gas.
Answer:

Since, the amount of subsidy is directly credited to the account holder and not
received by the Bharat Gasaking the supply. Therefore, such subsidy will not be
considered as part of transaction value as it is not

received by the Bharat Gas making the supply.

Hence, transaction value is800 per cylinder.

ILLUSTRATION 5

M/s Ashok Enterprise sells mirsdwater bottles, with MRP 20 per bottle.
However, customers availing discowfit 4 per bottle.

In the month of Oct 2017, M/s Ashok Enterprise sold 2,000 bottles. Applicable r
of GST 18%:ind the tax liability.

Answer:

Particulars

Transaction value [40,00(8,000]

Add; CGST 9%

Add: SGST 9%

Invoice price

ILLUSTRATION 6

Best Cars Ltd. sells a car worth,00,000 to Sundar Automobiles. Best Cars Ltd.
incurred packing charges 016,000 on tle car. Best Cars Ltgrovided a discount of
1% on the car price, as part of Diwali scheme.

Best Cars Ltd agreed to provide a further discount of 0.5% if Sundar Automobili
makes payment by 31st of thmonth via net banking. Sundar Automobiles makes
the payment by 31st of the month using net banking. RimelNet GST liability in the
hands of Best Cars Ltipplicable rate of GST 18%.
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2,50,000
2,500
2,52,90

Value in
5,75,000
5,000
5,80,000

Vaue in
32000
2880
2880
37760



Answer:

Particulars

Value of the product

Add: packing charges

Subtotal

Less: Discount 1% on Rs 5 lakh
Add; CGST 9%

Add: SGST 9%

Invoice price

ILLUSTRATION 7

However, due to a severe cash crunch, Best Caneftests Sundar Automobiles
to make the payment withi2 days, promising a discount of 2% on doing so. Sun
Automobiles makes the payment within 2 days.

Answer:

{Ay OS> GKS RA&O2dzyli ¢l a yz2i
deduction from thetransaction value for GST calculation.

lyzey I

ILLUSTRATION 8

M/s Nambiar & Co., an Audit firm based in Cochin undertake an audit assignme
his client based in Chennai.

The Contract mentioned about the audit fees d,00,000 and arrangement of tax
by the Client which may bgorth  15,000.

Find the transaction value on which M/s Nambiar and Co., is liable to pay GST.
Answer:

Transaction value in the hands of M/s Nambiar & Co.545,000.

Note: Not onlyaudit fees but also the expenditure incurred in connection with the
taxi 15,000 constitute the soleonsideration.

ILLUSTRATION 9

M/s X Ltd. is engaged in doing job work for M/s Y Ltd. M/s Y Ltd. supplies raw

material for 2,00,000 angackingmaterial for 22,500 to M/s X Ltd. for

completion of job work. M/s X Ltd. has agreed to supply services fquutmose of

performing the activities specified by M/s Y Ltd. fdk,00,000. Job worker profit of
70,000 andnaterial consumed for 3,500. Findransactionvalue (i.e. sole

consideration) to levy GST in the hands of MIgX

Answer:

Particulars

Service charges

Add: Material consumed

Add: Job workeprofit

Transaction value (i.e. taxable value of supplges¥ice in the hands of M/s X Ltd.)
b20SY a!fGK2dzZaAKZI A {3,500 Sill tderRGige supdly in8ludig
value of material would b&eated as services.

ILLUSTRATION 10
Asha Ltd. supplies raw material to a job workergeara Ltd. After completing the
job-work, the finishedproducts of 5,000 packets areturned to Asha Ltd. putting
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5,00,000
6000
5,06,000
-5000
45090
45090
5,91,180

Value in
1,00,000
3500
70000
1,73,500



the retail sale price as20 on each packet. The producttive packet is covered
under MRP provisions. Determine the transaction value enttands of Kareena Ltd
UnderGST law from the following details:

Cost of raw material supplied

W20 ¢2N] SNDRa OKIFINBSa AyOfdzZRAy3
Transportation charges for sending the raw material to the job worker
Transportation charges for terning the finished packets to Asha Ltd.
l'aKlI [GR® LI AR OSNIFAYy GSOKyz2fz23e& i
can usehe said technology in the given jatork operation.

Note: Kareena Ltd offered discoun®,000, provided full payment is made at the
time of raising invoice and thrgame is mentioned in the invoice. Asha Ltd. made
payment at the time of issue of invoice.

Answer: Statement showing transaction value of Kareena Ltd.

Particulars

LINE T

Cost of raw material supplied

W20 ¢2NJ] SNR& OKINHSa AyOfdzZRAy3a LINRT

Transportation charges for sending the raw material to the job worker
Transportation charges for returning the finished packets to Astla[Sec. 15(2)(b)
of the CGST Act, 2017]

Technology fee [Sec. 15(2)(b) of the CGST Act, 2017]
Subtotal
Less: Discount [Sec. 15(3) of CGST Act, 2017]

Transaction value (i.e. sole consideration)
Note: It is very cleahat principal to jobworker and jobworker to principal can not
be treated as supply as peection 143 of the CGST Act, 2017.

ILLUSTRATION 11

Mr. Bhanu makes supply 0f2,00,000 to Mr. Renu. The contract provides that Mr
Renu will pay 50,000 to MrBhanu and 1,50,000 to Mr. Venu to settle the debt
of Mr. Bhanu. Find the transaction value and GST liabilityeithands of Mr. Bhanu.
Applicable rate of CGST and S@%Teach.

Answer: Statement showing transaction value of Ranu
Particulars

Payment from Renu to Bhanu

Payment from Renu to Venue for settling the debt of Bhanu
Transaction value (i.e. Sole consideration)

CGSP%

SGST 9%

The value of taxable supply of goods is

ILLUSTRATION 4
Black and White Pvt. Ltd. has provided the following particutefating togoods sold
by it to Colourful Pvt. Ltd.

Particulars []
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30000
10000
3000
4500

Value in

Exempted
supply
10000

Exempted

supply

4500
22500
37000

-2000
35000

Value in
50000
1,50,000
2,00,000
18000
18000
4,36,000



List price of the goods (exclusive of taxes and discounts) 50,000
Tax levied by Municipal Authority on the sale of such goods 5,000
CGST and SGST chargeable on the goods 10,440
Packing cheges (not included in price above) 1,000

Black and White Pvt. Ltd. receive@000 as a subsidy from a NGO on sale of such
goods. The price of 50,000 of the goods is after considering such subsidy.

Black and White Ltd. offers 2% discount on thet [irice of the goods which is recorde
in the invoice for the goods.

Determine the value of taxable supply made by Black and White Pvt. Ltd.

ANSWER
Computation of value of taxable supply
Particulars
List price of the goods (exclusive of taxeslaliscounts) 50,000
Tax levied by Municipal Authority on the sale of such goods 5,000

[Includible in the value as per section 15(2)(a)]

CGST and SGST chargeable on the goods [Not includible in the \
as per section 15(2)(a)]

Packing chargesntludible in the value as per section 15(2)(c)] 1,000

Subsidy received from a ngbovernment body [Since subsidy is 2,000
received from a noGovernment body, the same is included in the
value in terms of section 15(2)(e)]

Total 58,000
Less: Discant @ 2% on . 50,000 [Since discount is known at the 1,000
time of supply, it is deductible from the value in terms of section

15(3)(a)]

Value of taxable supply 57,00(Q

ILLUSTRATION 5

C of Chennai supplies goods to B of Bengaluru. C has to sergbtius for delivery from Chennai to
Bengaluru. A sends the goods to B on 30th O2020Turnover of C in the P.Y. was 2 crore. Find the
time of supply in the following different scenarios:

Solution-
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Removal of
Goods

30th Oct
30th Oct
30th Oct

Date of Last Date for Date on which  Date on which Time of Criteria for determining Time of

Issue Issue of Tax paymentis payment is Supply Supply [Whichever is earlier]
of Invoice Invoice entered credited in

in the books of the Bank

account Account
30th Oct 30th Oct 31st Oct 1stNov 30th Oct  Date of issue of Invoice
2nd Nov 30th Oct 31st Oct 1st Nov 30th Oct Last Date for issue of Invoice
28th Oct  30th Oct 27th Oct 26th Oct 26th Oct  Date on which payment is

credited in the bank Account

ILLUSTRATION 6

Mr. Ram sold goods to Mr. Ravi worth 5,00,000. The invoice was issued on 15th November. The
payment was received on 30th November. The goods were supplied on 20th November. Find the
time of supply of goods?

Solution-

Particulars Whichever is earlier

Date ofissue of invoice 15th November

Last date on which invoice should have been issued 20th November

Date of receipt of payment 30th November

Therefore, time of supply of goods = 15th November.

Date of invoice or payment whichever is earlier.

ILLUSTRATIO N7
Mr. Ram sold goods to Mr. Ravi worth  5,00,000. The invoice was issued on 15th November.
The payment was received on 31st October. The goods were supplied on 20th November.

Find the time of supply of goods? P.Y. turnover of Mr. Ram 72 lakhs.
Solution-

Particulars

Date of issue of invog 15th November Date of invoice is the criteria

Last date on which invoice should have been issued 20th November
Date of receipt of payment 31st October Advance is not a time of supply
Therefore, time of supply of goods = 15th November.

ILLUSTRATION 8
Mr. Asif of Mumbai Supplied Goods to Mr.Binay of Pune Rs.10,000/ If GST Rate is 5%, 12%,
18% and 28% under GST. Calculate TaxPayableby Mr.Asif ?

Solution-

Particulars @5% @12% @18% @28%
Value of Supply 10,000 10,000 10,000 10,000
Add CGST @ 2.5% 250 600 900 1,400
Add SGST @ 2.5% 250 600 900 1,400
Total Value of Invoice 10,500 11,200 11,800 12,800
Tax Payble by Mr. Asif 500 1,200 1,800 2,800
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1. b. Mr. Asif of Mumbai Supplied Goods to Mr. Binay of Surat Rs.10,000/ If GST Rate is 5%, 12%,
18% and 28% under GST. Calculate TaxPayableby Mr. Asif ?

Solution-
Particulars @5% @12% @18% @28%
Value of Supply 10,000 10,000 10,000 10,000
Add IGST @ 5% 500 1,200 1,800 2,800
Total Value of Invoice 10,500 11,200 11,800 12,800
Tax Payble by Mr. Asif 500 1,200 1,800 2,800

ILLUSTRATION 9
Mr. C of Chennai suppliedoods/services for 20,000 to Mr. M of Madurai. SGST and CGST rate
on supply of goods and services is 9% each. IGST rate is 18%. Find the following:

(a) Total price charged by Mr. C.

(b) Who is liable to pay GST?

Solution-

(a) (©)

Particulars Particulars @18%
Value of Supply 20,000 Value of Supply 20,000
Add CGST @ 9% 1,800 Add IGST @ 5% 3,600
Add SGST @ 9% 1,800 Total Value of Invoice 23,600
Total Value of Invoice 23,600

(b) Mr. Cis liable to pay GST. 23,600

ILLUSTRATION 10
M/s. ABC Ltd. provides the following relating to information technology software. Compute the
value of taxable service and GST liability (Rate of CGST 9% and SGST 9%)?

(a) Development and Design of information technology softwafs lakhs.

(b) Sale of prepackagd software, which is put on media52 lakhs.

Solution-

(a) and (b) both are treated as supply of Service.
Particulars

Value of Supply 67,00,000
Add CGST @ 9% 6,03,000

Add SGST @ 9% 6,03,000
Total Value of Invoice 79,06,000

ILLUSTRATION 11

M/s. ABC Ltd. provides the following relating to information technology software. Compute the
value of taxable service and GST liability (GST rate is 18% )?

(a) Development and Design of information technology softwafes lakhs;

(b) Sale of prepackaged softwarevhich is put on media: 52 lakhs.
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Solution-
(a) and (b) both are treated as supply of Service.

Particulars

Value of Supply 67,00,000
Add IGST @ 18% 12,06,000
Total Value of Invoice 79,06,000

ILLUSTRATION 12
Mr. C of Tamil Nadu supplied goodrvices for 20,000 to Mr. M of Maharashtra. SGST and
CGST rate on supply of goods and services is 9% each. IGST rate is 18%. Find the following:
(a) Total price charged by Mr. C.
(b) Who is liable to pay GST?

Solution-

Particulars

Value of Supply 20,000
Add IGST @ 18% 3,600
Total Value of Invoice 23,600
(b) Mr. Cis liable to pay GST. 23,600

ILLUSTRATION 13
Mr.C unregistered dealer of Tamil Nadu supplied goods/services 20,000 to Mr. M of
Maharashtra. SGST and CGST rate on supply of goodseamites is 9% each. IGST rate is 18%.
Find the following:

(a) Total price charged by Mr. C.

(b) Who is liable to pay GST?

Solution-

Particulars

Value of Supply 20,000
Add IGST @ 18% 3,600
Total Value of Invoice 23,600
(b) Mr. M is liable to pay GST. 23,800

{Hint : Reverse Chages}

ILLUSTRATION 13
M/s X Ltd. being a manufacturer of laptops has four factories in Chennai, Salem, Coimbatore and
Madurai. Place P.Y. Turnoverin lakhs (Including Taxes @ 18%)

Chennai 57.91
Salem 12.00
Coimbatore 8.00
Madurai 10.00
Chennai Il 23.60
Total 111.51

Is M/s X Ltd eligible for composition levy in the current year?
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Solution-

Aggregate turnover = 111.51 x 100/118 €4.50 lakh

Note: Since, aggregate turnover in the preceding financial year does not exteedre, M/s X Ltd.
is eligible for composition Scheam

ILLUSTRATION 14

M/s Paul Ltd. being a trader of laptops has two units in Chennai and in Mupidoz8.P.Y. Turnover
in lakhs (Excluding taxes)

Chennai 52.00

Mumbai 12.00

Your are required to answer the following:

(a) Is M/s Paul Ltd eligible for composition levy in the current year?

(b) If so, can M/s Paul Ltd. opt composition scheme for Chennai loatidmormal scheme for

Mumbai?

Solution-

Aggregate turnover = 63.00 lakh

(a) Yes. M/s Paul Ltd. is eligible to avail the composition scheme in both the states namely Tamil
Nadu andMaharashtra.

Since, M/s Paul Ltd. has same PAN, and his aggregate turiossmot exceeds rupees Two crore, it

is eligible for composition levy, even though the company has multiple registrations under GST.

(b) No. M/s Paul Ltd. cannot opt composition scheme for one location and normal scheme for another
location.Where more tan one registered persons are having the same Permanent Account Number
(issued under GST)

ILLUSTRATION 15

M/s X & Co., sells electrical cables, motors and wires. Company also undertake to repair switches,
motor setsTurnover during preceding financialgrefrom sale of goods is59 lakhs, whereas

repairing unit is 1 lakh.Is M/s X & Co. eligible for composition scheme. Advice.

Solution- No. Since, M/s X & Co., deals partly with supply of services. Therefore, the benefit of
composition scheme will bdenied to M/s X & Co.

Explanation: For the purposeof the CGST Act, 2017:

@ persons shal/l be deeméed to be Arel ated per sons
@) such persons are officers or directors of or
(i) such persons are legally recognized partners in business;

(i) such persons are employer and employee;
(iv) any person directly or indirectly owns, controls or holds 25% or more of the outstanding
voting stock or shares of both of them;
(v) one of them directly or indirectly controls the other;
(vi) both of them are directly ondirectly controlled by a third person;
(vii) together they directly or indirectly control a third person; or
(viiiy they are members of the same family;
) the term Apersono also includes | egal persons;

(c) persons who are associated in the business of one another ameéhist the sole agent or sole
distributor or sole concessionaire, howsoever described, of the other, shall be deemed to be
related.
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Section 15(1): the price is sole consideration for sale:

Under GST, the valuation is done based on the transaction valui price is a sole consideration
where supplier and the recipient are not related.

Sole consideration means by paying GST on such consideration there is no revenue loss to the
department.

Value of a supply of goods and/or services shall be:
i T r a n sValeet(TiV) that is the price actually paid or payable for the said supply of goods and/or

serviceso Where:

o] The supplier and the recipient of the supply are not
related and
o] The price is the sole consideration for the supply.

Payment of taxes, duties, cesses, fees and charges [Sec. 15(2)(a) of CGST Act, 2017]:

Any taxes, duties cesses, fees and chargésdleinde any law for the time bing in force other than
CGST/ SGST/ UTGST/ IGST/ Compensation Cess shall be added to the value of supply.

ILLUSTRATION : 16

Admission to True Theatreis 90 per ticket for a Tamil Movie as well as for a Hindi Movie
plus entertainment tax  10% on Tamil Movie and 20% on other languages. In the month of
November, True Theatre sold 2000 tickets of Tamil Movie and 1500 tickets of Hindi Movie.
Find the value of taxable supply of service. Applicable rate of GST 18 % & 28%. Find hGST
liability if any?

Answer:
Statement showing value of taxable supply of
sevice and GST liability:

Value of taxable services:

Tamil Movie ( 99 x 2000
1,98,000 |[tickets)
Hindi Movie ( 108 x 1500
1,62,000 |[tickets)
Partic 9% 9% SGST | 14%CGST 14 %
CGST SGST
GST liability 17,820 17,820 22,680 22,680
Workirgg; note:
Particulars Tamil Movie () Hindi Movie ()
Rate per ticket 90 90
Add: Entertainment tax 9 18
Value of taxable supply 99 108
Applicable GST rate 18% 28 %

Supplies made byrecipient on behalf of supplier [Sec. 15(2)(b) of CGST Act, 2017]:
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The transaction value will include the amount which the supplier is so liable to pay but it has been
paid by the recipient of supply.

ILLUSTRATION : 17

Mr. Ram sold goods to Mr.Lakshman for ~ 2,50,000. As per the contract of
sale, Mr. Ram is required to deliver the goods in the premises

Mr.Lakshman. Mr. Ram hires transporter for transportation for delivery of goods.

However, the freight paid by Mr. Lakshman to transporter. Freight paid

2,500. Find the transaction value of supply of goods.

Answer:

Particulars Value in
Value of supply of goods 2, 50,000
Add: Freight paid by recipient of supply (which the supplier is so liable to pay) 2,500
Taxable value of supply of goods 2,52,50Q

Commission and packing charges [Sec. 15(2)(c) of CGST Act]:

The transaction value will include commission and packing charges charged by the supplier to the
recipient of supply and transaction value to include any amount charged by the suppliertimganyt
done in respect of supply either at the time or before delivery of goods or services.

ILLUSTRATION : 18

Mr. A
Dealer of Mr. A supplies product & Xfor ~ 9,50,000 with the Mr. C
product 6 X | instruction that ~ 50,000 shall be directly paid to Mr. B Buyer of product 6 X

Value of taxable supplies in the Mr. B procures order from
hands of Mr. A is as follows: Mr. C for su?ply of
Goods soldto Mr.C__ | 9,50,000 product 0 Xat * 10,00,000
Add: Commission 50,000 | | Mr. B Agent

paid to Mr. B OfMr. A

Total Value of taxable |*10,00,000

supply of goods

ILLUSTRATION : 19

Mr. A is a seller of furniture. He supplied the furniture for 5,75,000 to Mr. B with the
condition that to remove old furniture from the premises of Mr.B by charging 5,000. Find
the value of taxable supply of goods in the hands of Mr. A.

Answer:

The value of taxable supply of goods i5,80,000.

Interest or late fee or penalty for delayed payment [Sec. 15(2)(d) of the CGST Act, 2017]:

It is specifically provided that interest or late fee or penalty for delay in payment of any consideration
for supply will form part of the value of supply.
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|Pena| interest chargedy the banker for delay in payment of dues is subject to GST. |

Subsidy directly linked to the price (other than Govt. Subsidies) [Sec. 15(2)(e) of CGST Act,
2017]:

Subsidy provided in any form or manner linked to the supply will also be included in thadiian
value.

ILLUSTRATION : 20

Bharat Gas sells cooking gasylinder Subsidy directly transferred to the account of the
customer. Selling price per cylinder is 800. Customer received subsidy 200 directly from

\174

Government to his bank account. Net outbw of the buyer is 600
Find the value of supply of goods (per cylinder) in the hands of Bharat Gas.
Answer:

Since, the amount of subsidy is directly credited to the account holder and not received by the
Bharat Gas making the supply. Therefore, sutisisly will not be considered as part of transagtion
value as it is not received by the Bharat Gas making the supply. Hence, transaction va® is

per cylinder.

ILLUSTRATION : 21

The Government provides subsidy, for the benefit of farmers
but it is given to the manufacturer of fertilizers.
Such subsidy will form part of value of supply?

Answer:

The buyer of goods does not provide subsidy, but the Government as per the scheme provides

it.

Therefore, this  will not form part of value of supply as it
is specifically  specified that such subsidyprovided by the
Government will not form part of the value of supply.

Discount under GST [Sec. 15(3) of the CGST Act, 2017]:

S. No. Nature of Discount Treatment in GST
1 |If the discount is given before or at thend of supply, and [Value of goods XXX
)
Transaction value XXX

2 [if the discount is given after supply, but agreed upon before |Can be claimed as deduction fi
the time of supply, and can be specifically linked to relevant transaction value

invoices
3 |If the discount is given after supply, and not known at the tifCannot be claimed as deduci
supply from transaction value

ILLUSTRATION : 23

M/s Ashok Enterprise sells mineral water bottles, wit MRP 20 per bottle. However, customet
availing discount of 4 per bottle. In the month of Oct 2017, M/s Ashok Enterprise sold 2,000 bottl4
Applicable rate of GST 18%.
Find the tax liability.

Answer:

Particulars
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Transaction value 32,000
Add: CGST 9% on 32,000 2,880
Add: SGST 9% on 32,000 2,880
Invoice price 37,760
Working note:

MRP value ( 20 x 2000 pcs) 40,000
Less: Discount ( 4 x 2000 pcs) (8,000)
Transaction value 32,000

ILLUSTRATION : 24
Best Cars Ltd. sells a car worth 5,00,000 to Sundar Automobiles. Best Cars Ltd. incurred packir
charges of 6 ,000 on the car. Best Cars Ltdprovided a discount of 1% on the car price, as part (
Diwali scheme.
Best Cars Ltd agreed to provide a further discount of 0.5% if Sundar Aubmobiles makes payment i
31st of the month via net banking. Sundar Automobiles makes the payment by 31st of the month us
net banking. Find the Net GST liability in the hands of Best Cars Ltd. Applicable rate of GST 189
Answer:

Particulars Value in
Value of the product 5, 00,00d
Add: packing charges 6,000
Subtotal 5, 06,000
Less: Discount 1% on Rs 5 lakh (5,000)
Transaction value 5, 01,000
Add: CGST 9% 45,090
Add: SGST 9% 45,090
Invoice price 5, 91,18(

Note: Since, the discount was knavat the time of supply, and can be linked to this specific invoice,
the discount amount can be reduced from the transaction value.

For this, Best Cars Ltd will issue a credit note to Sundar AutomobilesZ&00 (0.5% of 5,00,000

= 2,500+ GST@ 18% on2,500 = 450), and the same must be linked to the relevant tax invoice.

Discount given after supply but agreed upon before or at the time of supply and can be specifically

linked to relevant invoicegsan be deducted from the transaction value.

ILLUSTRATION : 25

However, due to a severe cash crunch,Best Cars Ltd requests
SundarAutomobiles to make the payment within 2 days, promising

a discount of 2% on doing so. Sundar Automobiles makes the paymenitian 2 days.

Answer:

Since, the discount was not known at the [ti me
the transaction value for GST calculation.
Example : 90
M/s Nambiar & Co.,, an Audit firm based in Cochinundertake
an audit assignnent  of his client based in Chennai. The

Contract mentioned about the audit fees of 5,00,000 and arrangement of taxi by the Client
which may be worth 15,000.

Find the transaction value on which M/s Nambiar and Co., is liable to pay GST.
Answer:
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Transadbn value in the hands of M/s Nambiar& Co., i5,15,000.

Note: Not only audit fees but also the expenditure incurred in connection with thel&K00
constitute the sole consideration.

ILLUSTRATION : 27

M/s X Ltd. is engaged in doing job work for M/s YLtd. M/s Y Ltd. supplies raw material for 2,00,00(

and pakcing material for 22,500 to M/s X Ltd. for completion of job work. M/s X Ltd. has agreed t

supply services for the purpose of performing the activities specified
by M/s Y Ltd.  for 1,00,000 Job  worker profit of

70,000 and material consumed for 3,500. Find tansaction value (i.e. sole consideration) to levy GST|

the hands of M/s X Ltd.

Answer:
Particulars Value in

Service charges 1, 00,000
Add: Material consumed 3,500
Add: Jobwaker profit 70,000
Transaction value (i.e. taxable value of supply of service in the hands of M/s X Ltd.) 1, 73,500
Not e: iAl't hough, i t 3,500 still theckrtise sup@ytineludingavialige ofwnaterial kv
be treated as services.
ILLUSTRATION : 28
Asha Ltd. supplies raw  material to a job worker Kareena

Ltd. After completing the job-work, the finished products of

5,000 packets aregeturned to Asha Ltd. putting the retail sale price as 20 on each packet. The produ
in the packetis covered under MRP provisions. Determine the transaction value in the hands
Kareena Ltd. under GST law from the following details:

Particulars Value in
Cost of raw material supplied 30,000
Job wor k er écharges including profit 10,000
Transportation charges for sending the raw material to the job worker 3,000
Transportation charges for returning the finished 4,500
packetso Asha Ltd.

Asha Ltd. paid certain technology ti 22,500
Ltddé can use tyimthe givanijohworkemetatiom | o g

Note: Kareena Ltd offered discount 2,000, provided full payment is made at the time of raisirn
invoice and the same is mentioned in the invoice. Asha Ltd. made full payment at the time of issu
invoice.

Answer:
Statement showing transaction value of Kareena Ltd.

Particulars Value in

Cost of raw material supplied Exempted supply
Job wor k er 6chargesncluding profit 10,000
Transportation charges for sending the raw material to the job worker Exempted supply
Transportationchargegor returning the finishedpacketgo Asha 4,500

Ltd. [Sec. 15(2)(b) of the CGST Act, 2017]
Technology fee [Sec. 15(2)(b) of the CGST Act, 2017] 22,500
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Subtotal 37,000

Less: Discount [Sec. 15(3) of CGST Act, 2017] (2,000)

Transaction value (i.e. sole consideration) 35,000

Note: It is very clear thgrincipal to jobworker and jobworker to principal can not be treated as supply
section 143 of the CGST Act, 2017.

ILLUSTRATION : 29

Mr.Bhanu makes supply of 2,00,000 to Mr.Renu. The contract provides that Mr.Renu will pay
50,000 to Mr.Bhanu and 1,50,000 to Mr.Venu to settle the debt of Mr.Bhanu. Find the transactig
value and GST liability in the hands of Mr.Bhanu. Applicable rate of CGST and SGST 9% edc

Answer:
Statement showing transaction value and GST liability:

Particulars Value in
Payment from Renu to Bhanu 50,000
Payment from Renu to Venue for settling the debt of Bhanu 1, 50,000
Transaction value (i.e. Sole consideration) 2 ,00,00d
CGST 9% 18,000
SGST 9% 18,000

Transaction value not available [Sec. 15(4) read with CGST Rules, 2017 (i.e. Determination of
value of supply)]:[ To be discussed in Final Level ]

Rate of exchange of currency for determination of value [Rule 34 of the CGSTuRs, 2017]:

The rate of exchange for the determination of the value of taxable goods or services or both shall be
the applicable reference rate for that currency as determined by the Reserve Bank of India (RBI) on
the date of time of supply in respectsafch supply in terms of section 12 or as the case may be,
section 13 of the Act.

NOTIFICATION No. 17/2017i

Central Tax New Delhi, the

27th July, 2017

for rule 34, the following shall be substituted, namely:

n34. Rate of exchan g dén rudees,cfar deteenmatign,of valdgh)dme t h gn
rate of exchange for determination of value of taxable goods shall be the applicable rate of
exchange as notified by the Board under section 14 of the Customs Act, 1962 for the date of time of

Sl |pp|y of s1 |r‘thnnr1Q interms of section 12 of the Act

(2) The rate of exchange for determination of value of taxable services shall be the applicable rate
of exchange determined as per the generally accepted accounting principles for the date of time of
supplyofsucls er vi ces i n terms of section 13 of the Ac
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ILLUSTRATION : 30
Compute the duty payable under the Customs Act, 1962 for
imported equipment based on the following information:
() Assessablevalue of the imported equipment us $10,100.
(i) Date of Bill of Entry 25.10.2@0 exchange rate  notified by
the Central Board of Excise and  Customs Us $ 1 =
65.
(i) Date of Entry inwards 01.11.2@0 exchange rate  notified by
the Central Board of Excise and  Customs us $ 1 =
60.
Find the taxable value of imported goods.
Answer:
Statement showing taxable value of imported goods:
Particulars Value in Remarks
Assessable value of imporl 6,56,500 10,100 USD x 65
goods Exchange rate as on the date of submission of bill of
is relevant as per section 14 of the Customs 2@61.

Value of supply inclusive of integrated tax, State tax, Union territory tax [Rule 35 of the CGST
Rules, 2017]:

Where the value of supply is inclusive of integrated tax or, as the case may be, central tax, State tax,
Union territory tax, the taxmount shall be determined in the following manner, namely:

Tax Amount =Value inclusive of tax00 + GSTx Rate of GST

This formula is very useful in case where supplier may treat the particular supply as exempted from
GST and therefore will not indicatke tax amount separately in the bill of supply prepared by him. In
fact it is taxable supply with GST. In such case transaction value will be determined with help of rule
35.

Example : 31

An assessee was under impression that his product is exempt from TG&nd hence sold the goods

100 per piece without charging GST. Later, it was found that actually, the product was chargea
with IGST 18%. Department claimed that since goods were removed without GST, transaction val
should be 100 and GST is payable accordingly. Assessee carded that price of 100 should be take
as inclusive of GST and actual GST payable should be calculated by back calculations. Determine
correct GST payable per piece.

Answer:

As per rule 35 of the CGST Rules, 2017 transaction value andi&8ity is as follows:

The Transaction value should be taken, as-tamprice and tax payable should be calculated by m
back calculations. Hence, the transaction value is as follows:

The transaction value = 100 x 100/118 = 84.75

IGST = 100 x 18/118 = 15.25

Total invoice price = 100.00

[ CCE v MarutiUdyog Ltd. (2002) 141 ELT 3 (SC)]
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CHPATER 6
Input Tax Credit [ITC] U/S 16 to 21

INTRODUCTION

In earlier indirect tax regime, the credit mechanism for indirect taxes lbyidte Union Government

was governed by the CENVAT Credit Rules, 2004; and the credit mechanism fdewthtéAT on

sale of goods was governed by the States under their respective VAT Acts and Rules. The VAT
legislations allowed ITC of VAT on inputs amapital goods in transactions within the state, but not

on inputs and capital goods coming in the State from outside the state, on which central sales tax was
paid. CENVAT Credit Rules, 2004 allowed availing and utilization of credit of duty/tax paidtbn b
goods (capital goods and inputs) and services by the manufacturers and the service providers across
the country. The credit across goods and services was integrated vide the CENVAT Credit Rules,
2004 in the year 2004 to mitigate the cascading effdctemiral levies namely, central excise and
service tax. However, the credit chain remained fragmented on account efLeState/AT as the

credit of central taxes could not be set off against a State levy and vice versa. The chain further got
distorted a$TC was not available on int&tate purchases. This resulted in cascading of taxes leading

to increase in costs of goods and services. The GST regime promises seamless credit on goods and
services across the entire supply chain with some exceptionsuikglies charged to tax under
composition scheme and supply of exempted goods and/or services. ITC is considered to be the
backbone of the GST regime. In fact, it is the provisions of ITC which essentially make GST a value
added tax i.e., collection of taat all points of supply chain after allowing credit of tax paid at earlier
points. Chapter V of the CGST Act [Sections 16 to 21] & Chapter V: Input Tax Credit of the CGST
Rules [Rules 3@15] prescribe the provisions relating to ITC. State GST laws aéscpbe identical
provisions in relation to ITC. In this Chapter, provisions of sections 16, 17 and 18 have been
discussed; 1 first the statutory provisions of these sections together with the relevant rules have been
extracted followed by their analysis.

Section 16 Eligibility and conditions for taking input tax credit

Sub-section || Clause Particulars

(1) Every registered person shall subject to such conditions and
restrictions as may be prescribed and in the manner specified in
section 49, be entitled to 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
and the said amount shall be credited to the electronic credit
ledger of such person.

(2) Notwithstanding anything contained in this section, no registered

151



person shall be entitled to the credit of any input tax in respect of
any supply of goods or services or both to him unless,—

(a) he is in possession of a tax invoice or debit note issued
by a supplier registered under this Act, or such other tax
paying documents as may be prescribed;

(b) he has received the goods or services or both.

Explanation.—For the purposes of this clause, it shall be deemed
that the registered person has received the goods where the goods
are delivered by the supplier to a recipient or any other person on
the direction of such registered person, whether acting as an agent
or otherwise, before or during movement of goods, either by way
of transfer of documents of title to goods or otherwise,

{c) subject to the provisions of section 41, the tax charged
in respect of such supply has been actually paid to the
Government, either in cash or through utilisation of
input tax credit admissible in respect of the said supply;
and

(d) he has furnished the return under section 39:

Provided that where the goods against an invoice are received in
lots or instalments, the registered person shall be entitled to take

credit upon receipt of the last lot or instalment:

Provided further 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 one
hundred and eighty 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 such manner as may be prescribed:

Provided also that 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.
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