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                         PART II : DESCRIPTIVE SOLUTIONS              70 MARKS 

 

Question : 1(a)                14 Marks 
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Notes: 

i. ITC in respect of capital goods used commonly for effecting taxable supplies 

and exempt supplies denoted as ‘A’ shall be credited to the electronic credit 

ledger.  

ii. ITC in respect of capital goods used or intended to be used exclusively for 

effecting supplies other than exempted supplies but including zero rated 

supplies shall be credited to the electronic credit ledger.  

iii. ITC in respect of capital goods used or intended to be used exclusively for 

effecting exempt supplies shall not be credited to electronic credit ledger .  

iv. Machinery ‘S’ is being used for effecting both taxable and exempt supplies 

from 1st October. Prior to that it was exclusively used for effecting taxable 

supplies. Therefore, ITC in respect of such machinery would have already 

been credited to the electronic credit ledger.  
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v. Machinery ‘T’ is being used for effecting both taxable and exempt supplies 

from 1st October two years ago. Therefore, ITC in respect of such machinery 

would have already been credited to the electronic credit ledger.  

vi. ITC in respect of inputs used for effecting taxable supplies will be credited in 

Electronic Credit Ledger. ITC in respect of inputs used for effecting exempt 

supplies will not be credited in the electronic credit ledger. 

vii. The aggregate of the amounts of ‘A’ credited to the electronic credit ledger in 

respect of common capital goods whose useful life remains during the tax 

period, to be denoted as ‘Tc’, shall be the common credit in respect of such 

capital goods.  

viii. Where any capital goods which were used exclusively for effecting taxable 

supplies are subsequently also used for effecting exempt supplies, the ITC 

claimed in respect of such capital goods shall be added to arrive at the 

aggregate value of common credit ‘Tc’ .  

ix. ITC attributable to a month on common capital goods during their useful life 

(Tm) shall be computed as under: = Tc ÷ 60 = ` 1,62,000 ÷ 60 = ` 2,700  

The useful life of any capital goods shall be considered as five years from the 

date of invoice and the said formula shall be applicable during the useful life 

of the said capital goods 

x. The amount of common credit attributable towards exempted supplies, be 

denoted as ‘Te’, and shall be calculated as:  

Te= (E÷ F) x Tr where, ‘E’ is the aggregate value of exempt supplies, made, 

during the tax period, and ‘F’ is the total turnover in the State of the 

registered person during the tax period. 
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xi. Common credit attributable to the exempt supplies (Te) along with the 

applicable interest (which is to be ignored in this case) shall, during every tax 

period of the useful life of the concerned capital goods, be added to the output 

tax liability of the person making such claim of credit. 

 

Question : 2(a)                8 Marks 

(1) The proper officer can issue a show cause notice within 42 months from the 

due date of furnishing the annual return for relevant financial year to which 

short payment relates to [Section 74A(2)]. For the financial year 2024–25, the 

due date for furnishing the annual return is 31st December, 2025. Therefore, 

the last date by which show cause notice can be issued by the proper officer for 

the amount of tax short paid by Arnav Enterprises is 30th June 2029. Further, 

section 74A stipulates the same limitation period for issuance of show cause 

notice whether the short payment is on account of fraud or on account of a 

bonafide error. Thus, answer will remain same if the short payment of tax is on 

account of fraud.  

(2) The person chargeable with tax where any tax has been short paid, may, 

before service of show cause notice, pay the amount of tax along with interest 

payable under section 50 of such tax on the basis of his own ascertainment of 

such tax and inform the proper officer in writing of such payment, and the 

proper officer, on receipt of such information shall not serve any show cause 

notice in respect of the tax so paid or any penalty payable under the provisions 

of the CGST Act or the rules made thereunder [Section 74A(8)(i)].  

Thus, no penalty is payable by Arnav Enterprises in respect of payment of tax 

of ` 1,00,000 before issuance of show cause notice. 
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No show cause notice will be issued by the proper officer in respect of the tax of 

` 1,00,000 so paid. However, in case where the short payment of tax is on 

account of fraud, the person chargeable with tax, may before service of show 

cause notice, pay the amount of tax along with interest payable under section 

50 and a penalty equivalent to 15% of such tax on the basis of his own 

ascertainment of such tax or the tax as ascertained by the proper officer and 

inform the proper officer in writing of such payment, and the proper officer, on 

receipt of such information, shall not serve any show cause notice, in respect of 

the tax so paid or any penalty payable under the provisions of the CGST Act or 

the rules made thereunder [Section 74A(9)(i)].  

Thus, a penalty of ` 15,000 [` 1,00,000 × 15%] is payable by Arnav Enterprises 

alongwith payment of tax of ` 1,00,000 with applicable interest, before issuance 

of show cause notice. No show cause notice will be served by the proper officer 

after payment of tax alongwith interest and penalty, in respect of the tax so 

paid. 

(3) Since Arnav Enterprises has paid the tax of ` 1,00,000 alongwith interest 

before issuance of show cause notice, no show cause notice will be issued by the 

proper officer in respect of the tax so paid [Section 74A(8)(i)]. However, where 

the proper officer is of the opinion that the amount paid under section 74A(8)(i) 

falls short of the amount actually payable, he shall proceed to issue the show 

cause notice in respect of such amount which falls short of the amount actually 

payable [Section 74A(10)].  

Thus, in the given case, the proper officer will issue the notice for the remaining 

tax of ` 3,60,000 [` 4,60,000 - ` 1,00,000].  

In case where the short-payment is on account of fraud, answer will be as 

follows: Since Arnav Enterprises has paid the tax of ` 1,00,000 alongwith 
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applicable interest and penalty before issuance of show cause notice, no show 

cause notice will be issued by the proper officer in respect of the tax so paid 

[Section 74A(9)(i)]. 

However, where the proper officer is of the opinion that the amount paid under 

section 74A(9)(i) falls short of the amount actually payable, he shall proceed to 

issue the show cause notice in respect of such amount which falls short of the 

amount actually payable [Section 74A(10)].  

Thus, in the given case, the proper officer will issue the notice for the remaining 

tax of ` 3,60,000 [` 4,60,000 - ` 1,00,000]. Further, the proper officer is required 

to issue the order within 12 months from the date of issuance of show cause 

notice, in both fraud and non-fraud cases [Section 74A(7)]. Thus, in the given 

case, the proper officer has to issue the order on or before 10th October, 2026, 

whether the short payment is on account of fraud or on account of a bonafide 

error. 

(4) Where the person chargeable with tax, where any tax has been short paid, 

pays the said tax along with interest payable under section 50 within 60 days of 

issue of show cause notice, and on doing so, no penalty shall be payable and all 

proceedings in respect of the said notice shall be deemed to be concluded 

[Section 74A(8)(ii)].  

Thus, in the given case, since Arnav Enterprises has paid the tax of ` 3,60,000 

alongwith applicable interest within 60 days of issuance of show cause notice, 

i.e. on or before 9th December, 2025, no penalty shall be payable and all 

proceedings in respect of the said notice shall be deemed to be concluded.  

In case where the short-payment is on account of fraud, answer will be as 

follows: Where the person chargeable with tax, where any tax has been short 



The WAY CA test series  
   

CA FINAL P5: INDIRECT TAX LAWS                                     18.08.2025 
         [ PRE FINAL – FULL SYLLABUS] 

 
  TIME : 3 HR 00 Min                                                                                                                                         TOTAL : 100 MARKS 
 

8 
 

paid, pays the said tax along with interest payable under section 50 and a 

penalty equivalent to 25% of such tax within 60 days of issue of the notice, and 

on doing so, all proceedings in respect of the said notice shall be deemed to be 

concluded [Section 74A(9)(ii)].  

Thus, in the given case, Arnav Enterprises has to pay penalty of ` 90,000 [` 

3,60,000 ×25%]. If Arnav Enterprises has paid the tax of ` 3,60,000 alongwith 

applicable interest and penalty of ` 90,000 [` 3,60,000 ×25%] on 5th December, 

2025, which is within 60 days of issuance of show cause notice, i.e. on or before 

9th December, 2025, all proceedings in respect of the said notice shall be 

deemed to be concluded. 

 

Question : 2(b)                6 Marks 

Section 25(4) of the CGST Act, 2017, states that a person who has obtained or is 

required to obtain more than one registration, whether in one State or Union 

territory or more than one State or Union territory, shall, in respect of each 

such registration, be treated as distinct persons. 

So, Mumbai branch and the Pune branch will be treated as "distinct persons" 

for GST purposes. Further, clause 2 of Schedule I to the CGST Act, 2017, 

specifies that "supply of goods or services or both between distinct persons as 

specified in section 25, when made in the course or furtherance of business," 

shall be treated as supply even if made without consideration. Accordingly, the 

transfer of garments from the Mumbai branch to the Pune branch will be 

treated as a supply between distinct persons under the CGST Act, 2017. 

Therefore, Mumbai branch must issue a tax invoice and pay GST on such a 

transfer, irrespective of whether any consideration is charged for this internal 

transfer. 
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Question : 3 (a)                5 Marks 

Health care services provided by a clinical establishment, an authorised 

medical practitioner or para-medics are exempt from GST vide Notification No. 

12/2017 CT (R) dated 28.06.2017. In light of the same, the eligibility to 

exemption in respect of each service offered by Sanskar Nursing Home is 

examined below: 

(i) Not Exempt. Exemption available to health care services provided by a 

clinical establishment shall not apply to the services provided by a clinical 

establishment by way of providing room [other than Intensive Care Unit 

(ICU)/Critical Care Unit (CCU)/Intensive Cardiac Care Unit (ICCU)/Neo natal 

Intensive Care Unit (NICU)] having room charges exceeding ` 5000 per day to a 

person receiving health care services.  

(ii) Exempt. Health care service does not include, inter alia, cosmetic or plastic 

surgery, except when undertaken to restore or to reconstruct anatomy or 

functions of body affected due to congenital defects, developmental 

abnormalities, injury or trauma. Therefore, plastic surgeries will not be entitled 

to the said exemption, but the plastic surgery conducted to repair a cleft lip will 

be eligible for exemption as it reconstructs anatomy or functions of body 

affected due to congenital defects (cleft lip).  

(iii) Exempt. Health care service includes services by way of transportation of 

the patient to and from a clinical establishment. Thus, air ambulance service to 

transport critically ill patients to Sanskar Nursing Home would be eligible for 

exemption under the said notification. 
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(iv) Exempt. Circular No. 32/06/2018 GST dated 12.02.2018 has clarified that 

food supplied by the hospital canteen to the in-patients as advised by the 

doctor/nutritionists is a part of composite supply of health care services and is 

not separately taxable. Thus, it is exempt from GST. 

(v) Exempt. Since Homeopathy is a recognized system of medicine in terms of 

section 2(h) of Clinical Establishments Act, 2010, the same would be eligible for 

exemption under the said notification.  

Further, exemption available to services provided by cord blood banks by way of 

preservation of stem cells or any other service in relation to such preservation 

has been withdrawn and thus, said services are no longer exempt from GST. 

Therefore, services provided in relation to preservation of stem cells by the cord 

blood bank operated by Sanskar Nursing Home will be liable to GST. 

 

Question : 3 (b)                5 Marks 

The procedure to be followed by the Authority for Advance Ruling (AAR) on 

receipt of the application for advance ruling under section 98 is as under:-  

1. Upon receipt of an application, the AAR shall send a copy of application to 

the officer in whose jurisdiction the applicant falls and call for all relevant 

records. 

2. The AAR may then examine the application along with the records and may 

also hear the applicant. Thereafter he will pass an order either admitting or 

rejecting the application.  

3. Application for advance ruling will not be admitted in cases where the 

question raised in the application is already pending or decided in any 
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proceedings in the case of an applicant under any of the provisions of this 

Act. 

4. If the application is rejected, it should be by way of a speaking order giving 

the reasons for rejection and only after giving an opportunity of being heard 

to the applicant.  

5. If the application is admitted, the AAR shall pronounce its ruling on the 

question specified in the application. Before giving its ruling, it shall examine 

the application and any further material furnished by the applicant or by the 

concerned departmental officer.  

6. Before giving the ruling, AAR must hear the applicant or his authorized 

representative as well as the jurisdictional officers of CGST/ SGST.  

7. If there is a difference of opinion between the two members of AAR, they 

shall refer the point or points on which they differ to the Appellate Authority 

for hearing the issue 

8. The Authority shall pronounce its advance ruling in writing within 90 days 

from the date of receipt of application.  

9. A copy of the advance ruling duly signed by members and certified in 

prescribed manner shall be sent to the applicant, the concerned officer and 

the jurisdictional officer. 

 

Question : 3 (c)                4 Marks 

The goods to be moved to another State for replacement under warranty is not a 

'supply'. However, rule 138(1) of the CGST Act, 2017, inter alia, stipulates that 

every registered person who causes movement of goods of consignment value 

exceeding 50,000: 

(1) in relation to a supply; or 
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(ii) for reasons other than supply; or 

(iii) due to inward supply from an unregistered person, 

shall, generate an electronic way bill (E-way Bill) before commencement of such 

movement. 

CBIC vide FAQs on E-way Bill has also clarified that even if the movement of 

goods is caused due to reasons others than supply [including replacement of 

goods under warranty], e-way bill is required to be issued. 

Thus, in the given case, since the consignment value exceeds 50,000, e-way bill 

is required to be mandatorily generated. Therefore, the claim of Power 

Electricals Ltd. that e-way bill is not mandatorily required to be generated as 

movement of goods is caused due to reasons other than supply, is not correct. 

 

Question : 4 (a)                10 Marks 

Section 15(3)(a) of the CGST Act, 2017 allows discounts to be deducted from the 

value of taxable supply if the same is given before or at the time of the supply 

and if such discount has been duly recorded in the invoice issued in respect of 

such supply. In other words, pre-supply discounts recorded in invoices are 

allowed as deduction 

Further, post supply discounts are also allowed as deduction from the value of 

supply under section 15(3)(b) of the CGST Act, 2017 if-  

(i) such discount is established in terms of an agreement entered into at or 

before the time of such supply and specifically linked to relevant invoices; and 

(ii) 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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In the given case, Cygnatek Electronics is entitled for 10% discount on air 

purifiers supplied by AEL for the quarters April-June as well as July-

September as it has sold more than 500 air purifiers in each of these quarters. 

However, since the sales targets are achieved after the entire stock for the 

respective quarters of April-June and July-September has been dispatched, the 

discounts on the air purifiers supplied to Cygnatek Electronics for the quarters 

of April-June and July September is a post-supply discount.  

Such post-supply discount will be allowed as a deduction from the value of 

supply since the discount policy was known before the time of such supply and 

the discount can be specifically linked to relevant invoices (invoices pertaining 

to air purifiers supplied to Cygnatek Electronics for the quarters of April-June 

and July September) provided Cygnatek Electronics reverses the input tax 

credit attributable to the discount on the basis of document issued by AEL.  

The value of supply for the quarters of April-June and July-September will 

thus, be computed as under: 

 

Notes:  
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(1) The value of a supply is the transaction value, which is the price actually 

paid or payable for the said supply, in terms of section 15(1) of the CGST Act, 

2017 presuming that the supplier and the recipient of supply are not related 

and price is the sole consideration for the supply as the supplier and recipient 

are not related parties.  

(2) The value of supply includes incidental expenses like packing charges in 

terms of section 15(2)(c) of the CGST Act, 2017.  

(3) Since Cygnatek Electronics has not reversed the input tax credit 

attributable to such discount on the basis of document issued by AEL, the 

conditions specified in section 15(3)(b) of the CGST Act, 2017 have not been 

fulfilled. Thus, the post-supply discount will not be allowed as deduction from 

the value of supply. 

 

Notes:  

(1) The value of a supply is the transaction value, which is the price actually 

paid or payable for the said supply, in terms of section 15(1) of the CGST Act, 

2017 presuming that the supplier and the recipient of supply are not related 
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and price is the sole consideration for the supply as the supplier and recipient 

are not related parties.  

(2) The value of supply includes incidental expenses like packing charges in 

terms of section 15(2)(c) of the CGST Act, 2017.  

(3) Since all the conditions specified in section 15(3)(b) of the CGST Act, 2017 

have been fulfilled, the post-supply discount will be allowed as deduction from 

the value of supply. The input tax credit to be reversed will work out to be 

`1,51,200 [1,000 x (8,400 x 10%) x 18%]. 

 

Question : 4 (b)                   4 Marks 

The quantum of anti-dumping duty is: 

(i) margin of dumping or (ii) injury margin, whichever is lower. 

Margin of dumping is the difference between export price and normal value of 

the imported article and injury margin is the difference between the fair selling 

price [non-injurious price (NIP)] due to the domestic industry and the landed 

value of the dumped imports. 

In the given case, anti-dumping duty per piece is: 

(i) Margin of dumping is USD 100 [USD 200 - USD 100**] or 

(ii) Injury margin is USD 50 [USD 175*** - USD 125****] 

whichever is lower i.e. USD 50 

Anti-dumping duty for 1,000 pieces (in rupees) = USD 50 × 1,000 pieces x 75 = 

37,50,000 
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*When there are no sales of the like article in the domestic market of the 

exporting country, normal value is taken as the comparable representative price 

of the like article when exported from the exporting country to an appropriate 

third country. 

**Export price is price of the article exported from the exporting country. 

***Fair Selling Price/Non-Injurious Price is that level of price, which the 

industry is, expected to have charged under normal circumstances in the Indian 

market. It has been most logically assumed that the "domestic industry" 

referred to in point (ii) of the question refers to the domestic Indian market. 

****Landed value 

 

Question : 5 (a)                8 Marks 

Rule 2(2) of the Customs Valuation (Determination of Value of Imported Goods) 

Rules, 2007 (hereinafter referred to as Import Valuation Rules), inter alia, 

provides that persons shall be deemed to be "related" if they are members of the 

same family. Thus, since Mr. Manmeet and his son are related, transaction 

value has been rejected [Rule 3]. Rules 4 and 5 are found inapplicable as no 

similar/ identical goods are imported in India. Rule 6 provides that if the value 

of imported goods cannot be determined under the provisions of rules 3, 4 and 5, 

the value shall be determined under the provisions of rule 7 or, when the value 

cannot be determined under that rule, under rule 8. Thus, the value of the 

imported goods is determined under rule 8 if the same cannot be determined 

under the earlier rules. However, the order of application of rules 7 and 8 can 

be reversed at the request of the importer and with the approval of the proper 

officer.  
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Thus, request of Mr. Manmeet for determination of value under rule 8 is legally 

acceptable, if the same is also approved by the proper officer.  

Assuming that the request of Mr. Manmeet has been approved by the proper 

officer, the assessable value of the imported goods under rule 8 will be the sum 

of- 

a) the cost of materials and fabrication or other processing  

b) an amount for profit and general expenses  

c) the cost or value of all other expenses under rule 10(2) of the said rules. 

Computation of assessable value 
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Question : 5 (b)                  6 Marks 

(i) Section 103(2) of the CGST Act, 2017 stipulates that the advance ruling shall 

be binding unless the law, facts or circumstances supporting the original 

advance ruling have changed. Therefore, once Ranjan has sought the advance 

ruling with respect to an eligible matter/question, it will be binding till the time 

the law, facts and circumstances supporting the original advance ruling remain 

same. 

(ii) No, the tax advisor’s view is not correct. As per section 100 of the CGST Act, 

2017, if the applicant is aggrieved with the finding of the AAR, he can file an 

appeal with Appellate Authority for Advance Ruling (AAAR). Similarly, if the 

concerned/ jurisdictional officer of CGST/SGST does not agree with the findings 

of AAR, he can also file an appeal with AAAR.  

Such appeal must be filed within 30 days from the date on which the ruling 

sought to be appealed against is communicated. The Appellate Authority may 

allow additional 30 days for filing the appeal, if it is satisfied that there was a 

sufficient cause for delay in presenting the appeal. 

 

 

 

Question : 6 (a)                  6 Marks 

Computation of ITC available with RMN Company Ltd. for the month of April 



The WAY CA test series  
   

CA FINAL P5: INDIRECT TAX LAWS                                     18.08.2025 
         [ PRE FINAL – FULL SYLLABUS] 

 
  TIME : 3 HR 00 Min                                                                                                                                         TOTAL : 100 MARKS 
 

19 
 

 

 

Notes: 

1. ITC on life insurance service is available only when it is obligatory for an 

employer to provide said services to its employees under any law for the 

time being in force. Since it is not obligatory for the employer in the instant 

case and thus, the ITC thereon is blocked [Second proviso to section 17(5)(b) 

of the CGST Act, 2017].  

2. ITC cannot be taken since invoice is missing and delivery challan is not a 

valid document to avail ITC [Section 16(2)(a) of the CGST Act, 2017 ].  

3. ITC can be availed for making zero-rated supplies, notwithstanding that 

such supply may be an exempt supply [Section 16(2) of the CGST Act, 2017].  

4. ITC is blocked on works contract services when supplied for construction of 

an immovable property. However, “construction” includes only that repairs 

which are capitalized along with the said immovable property.  

In this case, since repairs of building is debited to P & L Account, the same 

does not amount to ‘construction’ and hence ITC thereon is available 

[Section 17(5)(c) of the CGST Act, 2017].  
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5. ITC is not available when depreciation has been claimed on the tax 

component of the cost of capital goods under the Income-tax Act [Section 

16(3) of the CGST Act, 2017].  

6. The principal is entitled to take ITC of inputs sent for job work even if the 

said inputs are directly sent to job worker. However, where said inputs are 

not received back by the principal within a period of 1 year of the date of 

receipt of inputs by the job worker, it shall be deemed that such inputs had 

been supplied by the principal to the job worker on the day when the said 

inputs were received by the job worker [Sub-sections (2) and (3) of section 19 

of the CGST Act, 2017].  

Hence, the ITC taken by RMN Company Ltd. in the month of September 

last year is valid and since one year period has yet not lapsed in April, there 

will be no tax liability on such inputs. 

 

Question : 6 (b)                  4 Marks 

The abatement of duty is allowed where it is shown to the satisfaction of the 

Assistant/Deputy Commissioner of Customs that, inter alia, any imported 

goods, other than warehoused goods, had been damaged at any time after the 

unloading thereof in India but before their examination, on account of any 

accident not due to any wilful act, negligence or default of the importer. 

Thus, in view of the above-mentioned provisions, the stand taken by the proper 

officer of refusing the claim for abatement is not valid in law. 

The duty to be charged on the damaged goods shall be reduced in proportion to 

the reduction in the value of goods on account of damage. 
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Thus, in the given case, the amount of total duty payable = [1,50,000/7,50,000] x 

1,50,000 = 30,000 

The abatement of duty is allowed in case of deterioration only if such 

deterioration occurs before or during the unloading of goods. Since in this case, 

imported goods have deteriorated before clearance for home consumption but 

after unloading, abatement of duty will not be allowed and full duty will have to 

be paid. 

 

Question : 6 (c)                  4 Marks 

(1) No. Units undertaking to export their entire production of goods and 

services (except permissible sales in DTA), may be set up under the Export 

Oriented Unit (EOU) Scheme, Electronics Hardware Technology Park (EHTP) 

Scheme, Software Technology Park (STP) Scheme or Bio-Technology Park 

(BTP) Scheme for manufacture of goods, including repair, re-making, 

reconditioning, re-engineering and rendering of services. Trading units are not 

covered under these schemes. 

(ii) No. EOU/BTP/EHTP/STPs should start production within 2 years from the 

date of grant of Letter of Permission (LoP)/Letter of Intent (Lol). In other words, 

LoP/Lol have an initial validity of 2 years, by which time unit should have 

commenced production. Its validity may be extended further up to 2 years by 

competent authority. However, proposals for extension beyond four years shall 

be considered in exceptional circumstances, on a case to case basis by BoA. 

(iii) No. Though an EOU is permitted to import duty free second hand capital 

goods, without any age limit, it cannot import capital goods that are prohibited 

items of import in the ITC(HS). 
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