
ANSWERS OF MODEL TEST PAPER 2 

SECTION B – GOODS AND SERVICES TAX (50 MARKS) 

SUGGESTED ANSWERS 

Division A - Multiple Choice Questions 

Question 
No. 

Answer 

1 (b) The tax is payable at the time of supply of goods 

2 (b) ` 5 crores 

3 (a) Company has an option to issue single credit note against 
multiple invoices. 

4 (d) transaction value subject to the conditions mentioned in 
Section 15(2) of the CGST Act, 2017. 

5 (a) The Company shall be eligible to avail full input tax credit. 

6 (c) Invoice by Maharashtra unit to the Gujarat unit of the 
Company 

7 (c) Mr. Jambulal is liable to obtain registration as he makes the 
inter-State supply of goods. 

8 (b) No, service by way of renting of residential property is 
exempt. 

Division B - Descriptive Questions 

1. (a)     Computation of GST payable  

Particulars  Value of 
supply 

(`) 

CGST  
@ 9% 

(`) 

SGST  
@ 9% 

(`) 

IGST  
@ 18% 

(`)  

GST payable under forward 
charge 

    

Carnatic music performance 
given to promote a brand of 
readymade garments  

[Carnatic music performance by  
Mr. Nandan lal is not exempt 
from GST even though the 
consideration charged does not 
exceed ` 1,50,000 since said 
performance has been made by 
him as a brand ambassador.] 

1,40,000 12,600 12,600 Nil 

Services of transportation of 
students provided to HSMG 
College  

[Services of transportation of 
students provided to an 
educational institution other 

1,00,000 9,000 9,000 Nil 
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than an institution providing 
pre-school education or 
education up to higher 
secondary school, are not 
exempt.] 

Services provided to IFMP 
Bank as a business 
correspondent.  

[Services provided by a 
business correspondent to a 
banking company are not 
exempt when such services are 
provided with respect to 
accounts in its urban area 
branch.] 

2,00,000 18,000 18,000 Nil 

Services provided as a 
recovery agent 

[Tax is payable under forward 
charge since recovery agent’s 
services are being provided to a 
person other than banking 
company/financial institution/ 
non-banking financial 
company.] 

15,000 1,350 1,350 Nil 

Total GST payable under 
forward charge (A) 

 40,950 40,950 Nil 

GST payable under reverse 
charge 

    

Legal services availed from an 
advocate. 

[Legal services received by a 
business entity with aggregate 
turnover in the preceding 
financial year exceeding 
threshold limit for registration  
(` 20 lakh) are not exempt and 
tax on the same is payable 
under reverse charge.]  

1,75,000 Nil Nil 31,500 

Total GST payable under 
reverse charge (B) 

 Nil Nil 31,500 

Total GST payable [(A)+(B)]  40,950 40,950 31,500 
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Computation of total ITC available 

Particulars Value of 
supply 

(`) 

CGST  
@ 9% 

(`) 

SGST 
@ 9% 

(`) 

IGST  
@ 18% 

(`) 

Outdoor catering services 
availed  

[ITC on outdoor catering 
services is blocked except 
when such services are (i) 
used by the taxpayer who is in 
the same line of business or 
(ii) provided by the employer 
to its employees under a 
statutory obligation.] 

50,000 Nil Nil Nil 

Legal services availed  

[ITC is available as said 
services are used in course or 
furtherance of business.] 

1,75,000 Nil Nil 31,500 

General insurance taken on a 
car (seating capacity 5) used 
for official purposes  

[ITC on motor vehicles for 
transportation of persons with 
seating capacity ≤ 13 persons 
(including the driver) is 
blocked except when the 
same are used for (i) making 
further taxable supply of such 
motor vehicles (ii) making 
taxable supply of 
transportation of passengers 
(iii) making taxable supply of 
imparting training on driving 
such motor vehicles.  Further, 
ITC is not allowed on services 
of general insurance relating 
to such ineligible motor 
vehicles.] 

40,000 Nil Nil Nil 

Total ITC available   Nil Nil 31,500 

Computation of net GST payable in cash 

Particulars CGST  
@ 9%  

(`) 

SGST  
@ 9% 

(`) 

IGST  
@ 18% 

(`) 

GST payable under forward charge 40,950 40,950 Nil 
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Less: ITC of IGST1 [Refer Note] (15,750) 
IGST 

(15,750) 
IGST 

- 

 
25,200 25,200 Nil 

Add: GST payable under reverse 
charge in cash 

[Tax payable under reverse charge, 
being not an output tax, cannot be set 
off against ITC and thus, will have to be 
paid in cash.] 

      Nil        Nil  31,500 

Net GST payable in cash 25,200 25,200 31,500 

 Note: ITC of IGST can be utilised towards payment of CGST and SGST 
in any proportion and in any order.  

(b) Computation of value of taxable supply made by M/s. LSP to 
Balwant Ltd.  

Particulars Amount 
(`) 

Price of the machine  

[Since the price linked subsidy is received from the State 
Government, the same is not includible in the value of 
supply]  

20,000 

Third party inspection charges  

[Any amount that the supplier is liable to pay in relation 
to the supply but has been incurred by the recipient and 
not included in the price actually paid or payable for the 
goods, is includible in the value of supply] 

6,000 

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.] 

1,000 

Total 27,000 

Less: Discount @ 2% on ` 20,000 being price charged 
to Balwant Ltd.  

[Discount given before or at the time of supply if duly 
recorded in the invoice is deductible from the value of 
supply] 

     400 

Value of taxable supply 26,600 

2. (a) (i) Services provided by way of renting of residential dwelling for use 
as residence except where the residential dwelling is rented to a 
registered person is exempt from GST.  Further, tax on service 
provided by way of renting of residential dwelling to a registered 

1 Since IGST credit can be set off against CGST and SGST liability in any order and in any proportion, 
the same can be set off against CGST and/or SGST liabilities in different ways as well.  In all such 
cases, net CGST and net SGST payable from Electronic Cash Ledger will differ though the total amount 
of net GST payable ( ` 81,900) in cash will remain the same. 
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person is payable by the recipient under reverse charge.   

 Therefore, in the given case, Anant Technologies is liable to pay 
GST on the residential dwellings taken on rent by it from Sapna 
Builders, under reverse charge mechanism. 

(ii) In case of services provided by any person by way of sponsorship 
to any body corporate or partnership firm, GST is liable to be paid 
under reverse charge by such body corporate or partnership firm 
located in the taxable territory. 

 Since in the given case, sponsorship services are being provided 
by the private NGO to a partnership firm – M/s. Verma Consultants, 
GST is payable by Verma Consultants on said services under 
reverse charge. 

 (b) Section 10(2A) of the CGST Act, 2017 provides the turnover limit of ` 50 
lakh in the preceding financial year for becoming eligible for composition 
levy for services.  Little Smiles has started the supply of services in the 
current financial year (FY), thus, it’s aggregate turnover in the preceding 
FY is Nil.  Consequently, in the current FY, Little Smiles is eligible for 
composition scheme for services.  A registered person opting for 
composition levy for services shall pay tax @ 3% [Effective rate 6% 
(CGST+ SGST/UTGST)] of the turnover of supplies of goods and 
services in the State.   

Further, Little Smiles becomes eligible for the registration when the 
aggregate turnover exceeds ` 20 lakh (the threshold limit of obtaining 
registration).  While registering under GST, Little Smiles can opt for 
composition scheme for services.   

The option of a registered person to avail composition scheme for 
services shall lapse with effect from the day on which his aggregate 
turnover during a financial year exceeds the threshold limit of ` 50 lakh.  

However, for the purposes of determining the tax payable under 
composition scheme, the expression “turnover in State” shall not include 
the value of supplies from the first day of April of a FY up to the date 
when such person becomes liable for registration under the CGST Act. 

Thus, for determining the turnover of the State for payment of tax under 
composition scheme for services, turnover of April,2024 – June,2024 
quarter [` 20 lakh] shall be excluded. On next ` 30 lakh [turnover of  
July, 2024 – September, 2024 quarter], it shall pay tax @ 6% [3% CGST 
and 3% SGST]. 

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

Thus, while computing aggregate turnover for determining Little Smiles’s 
eligibility to pay tax under composition scheme, value of supplies from 
the first day of April of a financial year up to the date when it becomes 
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liable for registration under this Act (i.e. turnover of April,2024 – 
June,2024 quarter), are included. 

By the end of July, 2024 – September, 2024 quarter, the aggregate 
turnover reaches ` 50 lakh.  Consequently, the option to avail 
composition scheme for services shall lapse by the end of July, 2024 – 
September, 2024 quarter and thereafter, it is required to pay tax at the 
normal rate of 18%.  

Considering the above provisions, the tax payable for each quarter is as 
under:- 

S. 
No. 

Quarter GST rate 
[CGST + 

SGST] 

Turnover 

(` in lakh) 

GST payable 

(` in lakh) 

1 April, 2024 – June, 
2024 

- 20 - 

2 July, 2024 – 
September, 2024 

6% 30 1.8 

3 October, 2024 – 
December, 2024 

18% 40 7.2 

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

 The blocking of GSTIN for e-way bill generation is only for the defaulting 
supplier GSTIN and not for the defaulting Recipient or Transporter 
GSTIN.   

 A person paying tax under regular scheme who has not furnished the 
returns for a consecutive period of 2 tax periods is considered as a 
defaulting person. 

 Suspended GSTIN cannot generate e-way bill as supplier. However, the 
suspended GSTIN can get the e-way bill generated as recipient or as 
transporter.   

 In other words, e-way bill generation facility is blocked only in respect of 
any outward movement of goods of the registered person who is not 
eligible for e-way bill generation.  E-way bills can be generated in respect 
of inward supplies of said registered person. 

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

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

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

(a) a registered person has contravened the prescribed provisions; or 

(b) a person paying tax under composition scheme has not furnished 
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returns for a financial year beyond 3 months from due date of 
furnishing return; or 

(c) any registered person, other than a person specified in clause (b), 
has not furnished returns for a prescribed period; or 

(d) any person who has taken voluntary registration has not 
commenced business within six months from the date of 
registration; or 

(e) registration has been obtained by means of fraud, wilful 
misstatement, or suppression of facts: 

 Thus, in view of the above-mentioned provisions, suo-motu cancellation 
of registration of Mr. Raj by proper officer is valid in law since Mr. Raj, a 
voluntarily registered person, has not commenced his business within 6 
months from the date of registration. 

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

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

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

4. (a) There are cases where an unregistered person purchases goods over 
the counter (OTC) in one State and thereafter, transports the goods to 
another State (generally, the State where he resides).  For instance, 
migrant workers, tourists, etc. who come to a State for work, tourism, 
etc. and purchase goods in that State to take it to their respective State.  
Similarly, in automobile sector, the residents of a State may travel to 
another State to purchase vehicle from that State to take advantage of 
lower registration charges and road tax, which vary from State to State 
and thereafter, take the vehicle to their State. 

 Where the supply of goods is made to a person other than a registered 
person, the place of supply shall be the location as per the address of 
the said person recorded in the invoice issued in respect of the said 
supply and the location of the supplier where the address of the said 
person is not recorded in the invoice. 

 For this purpose, recording of the name of the State of the said person 
in the invoice shall be deemed to be the recording of the address of the 
said person. 
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Or 

(a) In case of an event, if the recipient of service is registered, the place of 
supply of services for organizing the event is the location of such person.  
However, if the recipient is not registered, the place of supply is the place 
where event is held.   

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

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

(b) The amount available in the electronic credit ledger may be used for 
making any payment towards output tax under the CGST Act or the IGST 
Act, subject to the provisions relating to the order of utilisation of ITC. 

 Further, output tax in relation to a taxable person is defined as the tax 
chargeable on taxable supply of goods or services or both but excludes 
tax payable on reverse charge mechanism. 

 Accordingly, it is clarified that any payment towards output tax, whether 
self-assessed in the return or payable as a consequence of any 
proceeding instituted under the provisions of GST laws, can be made by 
utilization of the amount available in the electronic credit ledger of a 
registered person. 

 It is further reiterated that as output tax does not include tax payable 
under reverse charge mechanism, implying thereby that the electronic 
credit ledger cannot be used for making payment of any tax which is 
payable under reverse charge mechanism. 
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