


Supply Under GST03

Quesion 1

M/s. Veer Ltd. being a Garment manufacturer is located in Mumbai has 

appointed Mr Rudra to procure garments based on a specification given by 

him. As the same kind of garments are not available in area of Mr. Veer, so Mr. 

Rudra buys the specified garments on his behalf from M/s XYZ Ltd. and for 

this activities invoice is issued in the name of principal. 

1) Whether it is to be treated as a supply under GST? Would your answer differ 

if invoice is issued in name of an agent Mr Rudra?

2) M/s Veer Ltd. transfers 1000 shirts from his factory located in Mumbai to 

his retail showroom in Delhi so that the same can be sold from there. The 

factory and retail showroom of M/s Veer Ltd are registered in the States 

where they are located. Although no consideration is charged, supply of 

goods from factory to retail showroom constitutes supply. Justify

3) On occasion of Diwali, M/s Veer Ltd distributes gift hamper to its employee 

worth ₹ 3,00,000. Does it qualify as supply? Would your answer be 

different, if gifts of ₹ 42,000 have been given to a employee?

4) Further M/s Veer decided to provide the following relating to information 

technology software. Compute the value of taxable service and GST 

liability (Rate of CGST 9% and SGST 9%)?

1. Development and Design of information technology software: ₹ 15 

lakhs

2. Sale of pre-packaged software, which is put on media: ₹ 52 lakhs.

5) Along with above, Mr. Veer also provides bus service, meal coupon, 

telephone at residence, gives vehicle for official and personal use, 

uniform, and shoes to its employee. Explain the implication of GST under 

this case, if:-

a) These perquisites are provided as per the contract entered between 

employer and employee.

b) These perquisites are provided willingly by employer for better 

performance of employee without any agreement

6) M/s Veer Ltd.  hires an ambulance for transport facility of a deceased 

person for performing funeral rituals

7) M/s Veer Ltd. enters into an agreement for sale of land to Mr Ajay for a 

consideration

8) M/s Veer Ltd gives clothes from his business stock (on which ITC is taken) 

to his friend free of cost permanently.

Determine whether the above activities fall under the purview of supply as per 

Section 7 of CGST Act.

Answer:- 

(1) Legal Provision:- 

Ü Section 7(1)(c) read with Para 3 of Schedule I of CGST Act, 2017 states that 

supply of goods by an agent to his principal where the agent undertakes to 

receive such goods on behalf of the principal, shall be treated as supply even 

if made without consideration.

Ü As per CBIC clarification, if invoice for further supply is being issued by 

agent in his own name, then this activity is treated as supply under para 3 

Schedule 1, otherwise not.

Discussion:- 

Ü In the given case, Mr. Rudra (Agent) is appointed just to procure the goods 

on behalf of Mr. Veer (Principal) and he is issuing invoice also in name of 

Mr. Veer (Principal).

Ü He has not involved himself in the supply or receipt of goods in any way. 

Ü Hence, Mr. Rudra is not an agent of Mr. Veer for the purpose of para 3 of 

schedule I.
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Legal provision:

Ü As per section 7(1)(c) read with Para 2 of schedule I of CGST Act, 2017, 

Supply of goods &/or services between distinct person as u/s 25 in the 

course or furtherance of business shall be treated as supply even when it is 

made without consideration. 

Ü Section 25(4) of CGST Act, 2017 states that if more than one registration is 

obtained or is required to be obtained by a person in one or more State, 

then for each of such registration, he shall be treated as distinct persons.

Discussion & Conclusion:

Ü In given case, factory & retail showroom of M/s Veer Ltd. are registered in 

the States where they are located. So, both are treated as establishments 

of distinct person u/s 25(4).

Ü Although, no consideration is charged, supply of goods from factory to 

retail showroom constitutes supply as per para 2 of schedule I stated above 

as it is in course or furtherance of business

(2)

Conclusion:-

I) No, it is not to be treated as a supply as per para 3 of Schedule I. This is 

because the Mr. Rudra (Agent) is issuing invoice in name of the Mr. Veer 

(Principal).

ii) Yes, if invoice is in the name Mr. Rudra (Agent), then this transaction will be 

treated as supply as per para 3 of Schedule I.

Legal Provision:

Ü As per section 7(1)(c) read with Para 2 of Schedule I of CGST Act, 2017, 

Supply of goods &/or services between related persons is treated as 

supply even if it is without consideration.

ÜProviso to para 2 of schedule I states that if gifts given by employer to an 

employee are not exceeding ₹ 50,000 in value in a financial year, then it 

shall not be treated as supply of goods &/or services.

Ü As per explanation to section 15, employer & employee are deemed to be 

related persons.

Discussion & Conclusion:

1) Diwali gift to employee worth ₹ 3,00,000 will qualify as supply and such 

supply would be leviable to GST as the employer & employee are related 

(3)

and value of gift exceeds Rs 50000 in a financial year.

2) If gift of ₹ 42,000 is given instead of ₹ 3,00,000, the same will not qualify 

as supply. This is because, the value of gift is not exceeding ₹ 50,000 in a 

financial year.

(4) 1. It will be treated as supply & as per para 5(d) of schedule II of CGST Act, 

2017, it will be classified as supply of service.

Particulars Rs. In Lakhs

Value of Taxable supply of service 1.5

CGST @ 9% of Rs. 15 Lakhs 1.35

SGST @ 9% of Rs. 15 Lakhs 1.35

2. It will be treated as supply & as per para 5(d) of schedule II of CGST Act, it 

will be classified as supply of goods.

Particulars Rs. In Lakhs

Value of Taxable supply of service 52

CGST @ 9% of Rs. 15 Lakhs 4.68

SGST @ 9% of Rs. 15 Lakhs 4.68

(5)
Legal Provision:

ÜAs per section 7(2) read with para 1 of Schedule III of CGST Act, any 

service provided by an employee to employer in the course of or in relation 

to employment shall be treated neither as a supply of goods nor a supply 

of services & thus, not taxable.

Ü As per CBIC Clarification, if any perquisites are provided by employer to 

its employees as per the contractual agreement between them, such 

perquisites shall be treated as consideration for employee in relation to his 

employment & thus, gets covered under para 1 of Schedule III.

Ü As per para 2 of Schedule I of CGST Act, gift given by employer to an 

employee exceeding ₹ 50,000 in value in a financial year is treated as 

deemed supply & thus, taxable under GST
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Ü In given case, perquisites are provided by employer to employee are 

as per the contract between them & is thus provided in relation to 

employment.

Ü It is not treated as supply under GST as per para 1 of Schedule III & 

not leviable to GST.

Ü Here, perquisites are provided by employer to employee without any 

agreement between them & thus, are not provided in relation to 

employment.

Ü It is not covered under para 1 of Schedule III & thus, taxable. However, 

GST is payable only on value exceeding of ₹ 50,000 in a financial 

year for an employee as per para 2 of Schedule I.

(a)

(b)

Discussion & Conclusion:

(6)
As per section 7(2) read with para 4 of Schedule III of CGST Act, Services of 

funeral including transportation of the deceased shall be treated neither as a 

supply of goods nor a supply of services. Thus, there is no levy of GST on 

such activity as it is out of scope of supply.

As per section 7(2) read with para 5 of Schedule III of CGST Act, Sale of land 

shall be treated neither as a supply of goods nor a supply of services. Thus, 

there is no levy of GST on such activity as it is out of scope of supply.

(7)

(8) Legal Provision:

Ü As per Section 7(1)(c) read with para 1 of schedule I of CGST Act, 

permanent transfer or disposal of business assets where ITC has been 

availed on such assets shall be treated as supply under GST even when 

there is no consideration involved.

Ü So, if no ITC is availed on such business asset, then it will not be treated as 

supply under this para.

Discussion & Conclusion:

Business assets also includes stock in trade. Hence, in this case, permanent 

transfer of business stock free of cost shall be treated as supply under para 1 

of schedule I as the M/s Veer Ltd. claimed input tax credit on his purchase of 

that business stock

Quesion 2

Miss Sheetal, Proprietor of Fashion Varieties, is engaged in manufacturing 

and selling of cosmetic products in Pune (Maharashtra). It has made the 

following supplies in the month of Nov 20XX.

1) She has donated ₹ 3,00,000 to a Sewa Charitable Trust in the memory of 

her late father. The Sewa Charitable Trust had written on the door of the 

room constructed in the school run by it from the money donated by 

Sheetal Mehta “Donated by fashion Varieties, Pune (MH)”,

2) She has given 50 units of Diwali Gift Box of ₹ 50,000 containing Sweets, 

chocolates, Dry Fruits & Cakes to her Employees & the rates are 14%, 12%, 

28% & 5% respectively

3) Supply of Hair dryer along with the charger to a customer of Surat ₹ 

80,000 (exclusive of GST)

4) She is planning to invest in stocks. She has opened a trading account with 

Vaydaa Brokers. During the month, Sheetal undertook future contracts 

(without a physical delivery option, but are cash settled on the expiry of 

the contract date), amounting to ₹ 5,00,000. 

5) Shreya, Daughter of Sheetal plans to pursue her higher education in US. 

She receives career consultancy services from a US based consultant for 

2,50,000       

6) She received legal consultancy for her business from Hetal (Real sister who 

is wholly dependent on her) of UK (London) without consideration. 

(OMV= 99,000)

7) She has also provided Free Make up kit to her Friend for marriage function. 

Cost of providing said goods is ₹ 80,000, & She has not availed ITC on the 

same

8) As an incentive, Miss Sheetal pays an amount of ₹ 75,000 to her employees 

upon achieving a specified sales target. The incentive is part of the salary of 

the employees and applicable tax is deducted at source as per relevant 

income tax provisions

The applicable rates are: IGST 18%

CGST 9%

SGST 9%
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From the above information, compute the GST liability (CGST, SGST and 

IGST, as the case may be) of Miss Sheetal for the month of November, 20XX

Answer:- 

S.No. Particulars Amount

(`)

IGST

@ 18% (`)

CGST

@ 9% (`)

Donation to Sewa Charitable 

Trust [Note 1]
3,00,000 -1.

Supply of Diwali Gift Box 

[Note 2]
50,000 -2.

SGST

@ 9% (`)

27,000 27,000

- -

Import of Legal consultancy 
services [Note 6]6. 99,000 17,820 - -

Free makeup Kit to friend 

[Note 7]7. 80,000 - - -

Incentives to Employees 
[Note 8]8. 75,000 - - -

Value of Taxable supply 32,220 27,000 27,000

Investment in Stocks 

[Note 4]4.

Import of Consultancy 
Serv ices  [Note  5]5.

5,00,000

2,50,000 -

-

-

-

-

-

Supply of Hair dryer along 

with Charger to Surat 

customer [Note 3]

80,000 14,4003. - -

Notes:

1) The name of “Fashion Varieties” has been displayed on the door of the room 

constructed in the school run by Sewa Charitable Trust, it might be aimed at 

advertising or promoting his business. There is a direct mention of his Fashion 

Varieties which is being advertised. Thus, it is a supply of service by Sewa 

Charitable Trust for a consideration received in the form of donation

2) It is a mixed supply and is treated as supply of that particular supply which attracts 

highest tax rate [viz. Dry Fruits] in terms of section 8(b) of the CGST Act, 2017. 

But, as per proviso to para II of schedule I gift to employee upto `50, 000 is not 

treated as supply.

3) Being naturally bundled, supply of Hair dryer along with the charger is a composite 

supply which is treated as the supply of the principal supply [viz. Hair dryer] in 

terms of section 8(a) of the CGST Act, 2017 and is an inter- State supply. 

Accordingly, IGST @ 18% will be charged

4) The definitions of the terms “goods” and “services” specifically exclude 

“securities” from their purview. Further, 'derivatives' are included in the 

definition of 'securities'. As 'derivatives' fall in the definition of securities, they are 

neither goods nor services and hence, are not liable to GST

5) As per section 7(1)(b) of CGST Act, 2017, Supply includes import of services for a 

consideration whether or not in the course or furtherance of business. Thus, it 

will be treated as a supply, However it is exempted vide notification.

6) As per para 4 of schedule I of CGST Act, import of services by a person from a 

related person located outside India, without consideration is treated as supply if 

it is provided in course or furtherance of business. It is taxable under RCM.

7) As per section 7(1)(c) under Schedule I of the CGST Act , goods or services are 

given to unrelated persons without consideration cannot be considered as 

supply

8) As per section 7(2) read with Schedule III of the CGST Act, services by an employee 

to employer in the course of or in relation to his employment shall not be treated 

as supply under GST.

  Further, the amount paid as incentive by Miss Sheetal is not in the 

nature of gift, and thus, is not covered under Schedule I of the CGST Act
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Mr. Amar is running a consultancy firm and also a readymade garment 

showroom which are registered under same PAN. Turnover of the showroom is ₹ 

35 lakhs and Receipt of the consultancy firm is ₹ 15 Lakhs in the current financial 

year.

Based on above information, Answer the following questions independently.

a) Whether Mr. Amar is eligible for Composition Scheme u/s 10(1) of CGST Act 

(Assume turnover in state of preceding financial year is ₹ 10 Lakhs)?

b) If instead of consulting agency, Mr. Amar is running a Restaurant, whether he 

is eligible for composition?

c) If the turnover of Garment showroom is ₹ 1.5 Cr in the preceding financial year 

and there is no consultancy firm, whether he is eligible for Composition?

d) Mr. Amar has registered offices in Maharashtra & Punjab & supplies goods in 

neighbouring States

e) Mr, Akbar who is brother of Mr. Amar is a manufacturer of Building Bricks in 

State of Maharashtra. His turnover for the year does not exceed ₹ 1.5 Crore. 

He wants to take advise from Mr. Amar for eligibility of composition levy?

f) Can Mr. Amar, having registration in multiple states, opt for payment of tax 

under composition levy only in one state and not in other state?

g) Can Mr. Amar who has opted to pay tax under the composition scheme avail 

Input Tax Credit on his inward supplies & collect tax on his outward supplies

h) Mr. Amar availing composition scheme, under sub-sections (1) & (2) of 

section 10, in Maharashtra. during a financial year crosses the turnover of 

Rs. 1.5 Crore in the month of December. Will he be allowed to pay tax under 

composition scheme for the remainder of the year, i.e. till 31st March?

I) What are the penal consequences if Mr. Amar opts for the composition scheme 

05 COMPOSITION SCHEME

Question 5 & he is involved in violation of the conditions?

j) Are monthly returns required to be filed by Mr. Amar opting to pay tax under 

the composition scheme?

k) Can the option to pay tax under composition levy be exercised by Mr. Aniket 

who is relative of Mr. Amar at any time of the year?

Answer:

Legal Provision:-

Ü As per section 10(1) read with second proviso thereto, 

† a person providing Restaurant service can opt for composition scheme without 

any limit for supplying such service &

† person who opts to pay tax u/s 10(1) may supply services (other than 

Restaurant service) in current financial year, of value not exceeding higher of:-

A 10% of turnover in a State or UT in the preceding financial year or

A Rs. 5 Lakhs.

Ü As per section 10(2)(a) of CGST Act, if any person is engaged in supply of services 

except as allowed above, then such person is ineligible for composition levy u/s 10(1).

Ü As per section 10(2A) of CGST Act, if a registered person is not eligible to opt to pay 

tax u/s 10(1) & (2) & has aggregate turnover in preceding financial year not 

exceeding Rs. 50 Lakhs, then such person can opt to pay tax under composition 

scheme under section 10(2A).

Ü As per sections 10(2)(c) & 10(2A) of CGST Act, Supplier who is engaged in making 

any inter-State outward supplies of goods or services is not eligible to opt for 

composition scheme u/s 10(1) & 10(2A) respectively

Ü As per section 10(2)(e) of CGST Act, a registered person manufacturing notified 

goods, one of which is Building Bricks, is not eligible to opt for composition 

scheme u/s 10(1).
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No, Mr. Amar is not eligible for composition scheme u/s 10(1) because:-

Ü he is supplying consultancy service of Rs 15 lakhs in current financial year

Ü which is more than the limit allowed Rs. 5 Lakhs (i.e., 10% of Rs. 10 lakhs 

or Rs. 5 lakhs, whichever is higher) 

But, Mr. Amar can opt for composition scheme u/s 10(2A) as his aggregate 

turnover in preceding financial year Rs.10 Lakhs which is not exceeding Rs.50 Lakhs

Yes, as Mr. Amar is providing Restaurant services which are eligible for 

composition scheme u/s 10(1) read with second proviso to section 10(1) 

without any limit for providing such service and hence, not becoming 

ineligible u/s 10(2)(a) also.

Yes, Mr. Amar, being a trader, is eligible for composition scheme u/s 10(1) 

and his aggregate turnover also is not exceeding ₹ 1.5 Crore in the preceding 

financial year.

Ü In the given case, Mr. Amar supplies goods in neighbouring States. 

Ü Thus, It is not eligible for composition levy u/s 10 as it is making outward 

inter-state supply

Ü In given case, Mr. Akbar is a manufacturer of Building Bricks which is a 

notified good u/s 10(2)(e).

Ü Therefore, he is not eligible to opt for composition levy scheme u/s 10, even 

if his aggregate turnover does not exceed ̀  1.5 crore.

Ü No, Mr. Amar shall not be eligible to opt for the composition scheme u/s 10 

unless all such registered persons (i.e., branches having separate 

registration under a single PAN) opt to pay tax under composition scheme. 

Ü This scheme would be applicable to all registrations separately held by 

person with same PAN.

Ü No, As per section 10(4) of CGST Act, any taxable person opting to pay tax 

under the composition scheme u/s 10(1) & 10 (2A)

Ü shall neither collect any tax from recipient on supplies made by him nor 

shall be entitled to any credit of input tax

a)

b)

c)

d)

e)

f)

g)

Ü No. As per section 10(3) of CGST Act, the option availed of by a registered 

person u/s 10(1) lapses with effect from the day on which his aggregate 

turnover during a financial year exceeds the threshold limit as specified 

u/s 10(1) of Rs. 1.5 Crore.

h)

As per Section 10(5), if a taxable person has paid tax under the composition 

scheme though he was not eligible for the scheme, then the person would be 

liable to penalty in addition to tax payable by him to be determined as per 

section 73 or 74 of CGST Act.

i)

Ü Once he crosses the threshold, he is required to file an intimation for 

withdrawal from the scheme in prescribed form within 7 days of the 

occurrence of such event.

Ü After filing such intimation, he may furnish a statement in prescribed form 

within a period of 30 days from the date from which the option is 

withdrawn containing details of:-

† stock of inputs and 

† inputs contained in semi-finished or finished goods held in stock by him 

on the date on which the option is withdrawn.

Ü No, Person opting to pay tax under composition scheme are required to 

electronically filed GSTR-4 on yearly basis. Due date of filing GSTR-4 is 

30th April following the end of financial year

Ü However, they are required to furnish a statement every quarter or part 

thereof containing the details of payment of self-assessed tax in FORM 

GST CMP-08 till the 18th of the month succeeding such quarter.

j)

Ü No. The option is required to be given electronically in FORM GST CMP-

02, prior to the commencement of the relevant financial year.

Ü But if Mr. Aniket applied for registration in between the year then he can 

opt for composition scheme by filling the details in Part B of FORM GST 

REG-01.

k)
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Calculate GST payable under composition scheme for 1st quarter of CFY 20XY-YZ

Answer: 

Legal Provision: 

As per section 2(6) of CGST Act, 2017, aggregate turnover means the aggregate value of:

- All taxable supplies (other than inward supplies under RCM)

- Exempt Supplies

- Export of goods or services or both and

- Inter-state supplies of person having same PAN

to be computed on all India basis but it excludes central tax, state tax, union territory 

tax, integrated tax and cess. As per Explanation 1 to Section 10 aggregate turnover 

does not includes interest or discount on loan, advances and deposit.

a) Calculation of aggregate turnover of PFY 20XX-XY under composition 

scheme

Value of taxable supply of goods

Value of exempt supply of goods

Value of taxable supply of service

Value of exempt supply of service

Value of supply of restaurant service

Aggregate turnover

Particulars

90.00

20.00

5.00

3.00

15.00

133.00

   ₹ in lacs

As the aggregate T/O of P.F.Y. does not exceeds 1.5Cr, M/s XYZ is eligible for 

composition levy.

b) Calculation of value of supply of service to be allowed in CFY

The applicable limit is 10% of turnover in state i.e. ₹ 13.3 lakhs or ₹ 5 lakhs 

whichever is higher (Company having the only registered place of business in the 

State of Maharashtra. Hence, there Agg. T/o is equals to turnover in state )

Actual supply of service in CFY [taxable supply + exempt supply] other than 

restaurant services = ₹ 1.5 lakhs which is within limit

Note: As per explanation to section 10(1), the value of exempt supply of services 

provided by way of extending deposits, loans or advances in so far as the 

consideration is represented by way of interest or discount shall not be taken 

into account for determining the value of turnover in a State or Union territory.

  Interest is not considered while computing turnover in the State for 

determining the tax payable under composition scheme (In terms of explanation 

2 to section 10)

M/s XYZ Pvt. Ltd. a manufacturer having the only registered place of business in 

the state of Maharashtra. Determine the eligibility to opt for composition 

scheme and also compute tax liability of M/s XYZ Pvt. Ltd. on the basis of 

following information assuming that total value of service provided by the 

company in Preceding Financial Year (PFY) is within the allowed limit of section 

10(1) except interest and restaurant service.

S.No. Particulars PFY 20XX-XY(₹) 1st Qtr 20XY-YZ(₹)

1. Value of taxable supply of goods 90.00 lacs 20.00 lacs

2. Value of exempt supply of goods 20.00 lacs 5.00 lacs

3. Value of taxable supply of service 5.00 lacs 1.00 lac

4. Value of exempt supply of service 3.00 lacs 0.50 lac

5. Value of supply of restaurant service 15.00 lacs 1.50 lacs

6. Interest on loan/advances/deposits 4.00 lacs 1.20 lacs

Question 6

Value of taxable supply of service

Value of exempt supply of service

CGST @ 0.5 % 

1,00,000.00

50,000.00

26,50,000.00

13250.00

SGST @ 0.5 % 

Total

13250.00

26,76,500.00

Turnover in State

Value of taxable supply of goods

Value of exempt supply of goods

Particulars

20,00,000.00

5,00,000.00

₹ in lacs

c) Calculation of GST on supply of goods and services except restaurant service
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d) Calculation of GST liability on restaurant service

Particulars ₹ in lacs

Value of Supply

CGST @ 2.5 %

1,50,000.00

3,750.00

SGST @ 2.5 %

Total

3,750.00

1,57,500.00

Note:- 

i. Manufacturer shall pay composition tax @ 1% of turnover in state which also 

includes nil rate & wholly exempt supply.

ii. As per explanation 2 to sec 10 interest on loan to be excluded  from Turnover in 

State. Hence it should not be added for calculation of GST liability.
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M/s Jonty India Ltd. a manufacturer of heavy machines registered at Jaipur 

(Rajasthan) supplied one machine to M/s. Dhanuka Ltd. of Udaipur (Rajasthan) 

on 05-02-20XX under an invoice of the same date. Using the information given 

below, compute the value of the machine and the GST payable (CGST & SGST or 

IGST as the case may be) in cash for the month of February, 20XX by M/s Jonty 

India Ltd. with appropriate working notes.

Assume Rate of CGST, SGST and IGST on the machine to be 9%, 9% and 18% 

respectively.

Particulars

The Basic price of the machine (exclusive of taxes and 

discount)

Trade discount is allowed at 3% on the basic price and is 

shown in the invoice

Discount for prompt payment (recorded in the invoice)

Freight charges for delivery of the machine

Secondary packing (in iron sheets) charges for safe 

transportation of the machine on the request of buyer.

S.No.

Design and engineering charges of the machine

Tax levied by Municipal Authority on the sale of the 

machine

Subsidy received by the supplier from the State 

Government to encourage manufacture of the machine 

(adjusted in above price)

Pre-delivery inspection charges paid to an independent 

agency in terms of the agreement for supply. The amount 

was paid by M/s. Dhanuka Ltd.

Interest amount paid by M/s. Dhanuka Ltd. for delay in 

payment for the machine

Inward Supplies:

a)  IGST paid on food items for consumption by employees 

    working in the factory.

b)  SGST and CGST (₹ 15,000 each) paid on Electrical 

    transformer used in the manufacturing process.

Additional Information :- 

(I) M/s Jonty India Ltd. offers 2% turnover discount on the list price. The 

discount was not known at the time of supply 

(ii) M/s Jonty India Ltd. has no input tax credit balance at the beginning of 

February, 20XX. All the other conditions necessary for availing the eligible 

input tax credit have been fulfilled.

(iii) There are no other transactions of supplies during the month of February, 

20XX.

(iv) M/s Jonty India Ltd. and M/s. Dhanuka Ltd. are not related persons

Answer: 

Computation of value of machine sold by M/s. Jonty India Ltd.:-

Amount (₹)

28,50,000

85,500

5,000

2,000

30,000

90,000

25,000

80,000

22,000

12,000

8,000

30,000

1

2

3

4

5

6

7

8

9

10

11

Particulars Amount(₹)  

Basic price of machine

Less: 3% Trade 

discount on basic 

price of machinery

28,50,000 -

Remarks

As per sec 15(3)(a) of the CGST Act, 

Discount given before or at the time of supply if duly 

recorded in invoice is deductible from the value of 

supply.

(85,500)
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Question 7



Design and 

engineering 

Charges

90,000 As per section 15(2)(c) of the CGST Act, the 

value of supply shall include incidental expenses, 

including design & engineering charges, charged 

by supplier to recipient

T a x  l e v i e d  b y 

Municipal Authority

25,000 As per section 15(2)(a) of CGST Act, Taxes other 

than those levied under GST law are Includible 

in value 

Subsidy received by 

the supplier from the 

State Government

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

value of a supply includes subsidies directly 

linked to the price, excluding subsidies provided 

by the State Government & Central Government

Pre-delivery 

inspection charges 

paid by M/s. 

Dhanuka Ltd.

22,000
As per section 15(2)(b) of the CGST Act, 

Amount that supplier is liable to pay, but 

incurred by the recipient, is includible in the value 

of supply

Interest for delay 

in payment [₹ 12,000 

x 100/118] (rounded 

off)

10,169
As per section 15(2)(d) of CGST Act, the value 

of supply shall include Interest or late fee or 

penalty for delayed payment of any consideration 

for supply Further, it is assumed that such 

interest is inclusive of tax and that the same has 

been received by M/s. Jonty India Ltd. in the 

month of February itself

Turnover discount - As per section 15(3), Since discount is not 

known at the time of supply, it is not deductible 

from the value of supply

Taxable Value 

of Supply
29,38,669

Less: Input tax credit [ITC] of tax paid on electrical 

transformer used in the manufacturing process 

[ITC on food or beverages is specifically disallowed 

unless the same is used for making outward taxable 

supply of the same category or as an element of the 

taxable composite or mixed supply [Sec 17(5)]. Further, 

since transformers are used in the course or 

furtherance of business, ITC thereon is available as per 

section 16(1).]

15,000 15,000

Net GST Payable 2,49,480 2,49,480

Secondary packing 30,000 As per section 15(2)(c) of the CGST Act, the 

value of supply shall include incidental expenses, 

including commission and packing charges, 

charged by supplier to recipient

Tax on value of ₹ 29,38,669 (rounded off) 2,64,480 2,64,480

Computation of net GST payable (in cash) by M/s. Jonty India Ltd. for the 

month of February, 20XX:-

Particulars
SGST @9% 

(₹)

CGST @9% 

(₹)

V’Smart AcademyCA VISHAL BHATTAD          09850850800
www.vsmartacademy.com14

Less: Discount for 

prompt payment

As per sec 15(3)(a) of the CGST Act, 

Discount given before or at the time of supply if 

duly recorded in invoice is deductible from the 

value of supply.

(5,000)

2,000Add: Freight charges 

for delivery of the 

machine

Since arranging freight is the liability of supplier, 

it is a case of composite supply and thus, freight 

charges are added in the value of principal 

supply as per section 15(2)(c) of CGST Act
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