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Test Series: November, 2021 

MOCK TEST PAPER 2 

FINAL  (OLD) COURSE: GROUP – II 

PAPER 8: INDIRECT TAX LAWS 

SUGGESTED ANSWERS 

Division A 

Answer Key 

Question 

No. 

Answer 

1.1 (a) 18% 

1.2 (c) 13th February 

1.3 (b) Yes.  Since provision of service and issue of invoice is after the change in rate of tax, 

new rate shall be applicable. 

1.4 (a) Jain Bhagwan (P) Ltd. can seek advance ruling to determine the time and value of 

supply of air conditioners.  After seeking advance ruling,  if it is aggrieved with the 

finding of the Authority for Advance Ruling (AAR), it can also file an appeal with 

Appellate Authority for Advance Ruling (AAAR). 

2.1 (a) XLL can avail credit of ` 50 lakh. 

2.2 (c) XLL was liable for registration of Delhi, UP and Haryana units. 

2.3 (a) E-way bill was not required to be generated since goods were being transported from 
ICD to seaport. 

2.4 (b) Value of the taxable container handling services should exclude green cess but 

include transportation cost. 

2.5 (c) GST is not payable on container handling services provided to Nepal/ Bhutan 

customers as the supply of services associated with transit cargo to Nepal and 

Bhutan are exempt services. 

3. (a) Minimum: Higher of 50% of tax involved, or ` 10,000; Maximum: Higher of 150% of 

tax involved, or ` 30,000 

4. (a) GST payable 

5. (a) 5 years from the date specified for furnishing of the annual return for the financial 

year to which the tax not paid relates. 

6. (d) every registered person 

7. (a) Only (iv) 

8. (d) (i), (ii) and (iii) 

9. (b) Lower of margin of dumping or injury margin 
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Division B 

1. Computation of net GST payable by Flowchem for the month of July    

Particulars CGST @ 9% 

(`) 

SGST @ 9% 

(`) 

IGST @ 18% 

(`) 

Output tax liability [Working Note 1]    1,88,100 

Less: ITC of CGST [Working Note 2]   (25,000)  

Less:  ITC of SGST has been utilized only after 

ITC of CGST has been utilized fully in terms of 

proviso to section 49(5)(c) [Working Note 2] 

  (25,000) 

Net GST payable from Electronic Cash Ledger    1,38,100  

 Working Note 1  

Computation of output tax liability of Flowchem for the month of July  

Particulars  Amount (`)  

List price of 10 valves (` 1,00,000 x 10) 10,00,000 

Add: Amount paid by R Refinery to testing agency [Note 1] 15,000 

Add: Special packing [Note 2] 10,000 

Add: Erection and testing at site [Note 2] 15,000 

Add: Freight [Note 3] 5,000 

Value of taxable supply  10,45,000  

IGST @ 18% [Note 4] 1,88,100 

Notes: 

(1) As per section 15(2) of the CGST Act, 2017, any amount that the supplier is liable to pay in 

relation to a 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 shall be included in the value of supply.  

 Since, in the given case, arranging inspection was the liability of the supplier, the same should be 

included in the value of supply charges for the same, however, have been paid directly to the 

third party service provider by the recipient.  Therefore, the value shall be included in taxable 

value. 

(2) As per section 15(2) of the CGST Act, 2017, any amount charged for anything done by the 

supplier in respect of the supply of goods at the time of, or before delivery of goods shall be 

included in the value of supply. 

(3) As per section 15(2) of the CGST Act, 2017, any amount that the supplier is liable to pay in 

relation to a 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 shall be included in the value of supply.  

 Since, in the given case, the supply contract is on FOR basis, payment of freight is the liability of 

supplier but the same has been paid by the recipient and thus, should be included in the value of 

supply. 

(4) As per section 10(1) of the IGST Act, 2017, where the supply involves movement of goods, the 

place of supply is the location of the goods at the time at which the movement of goods 

terminates for delivery to the recipient, which in the given case is Abu Road (Rajasthan).  Since 
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the location of the supplier (Gujarat) and the place of supply (Rajasthan) are in two different 

States, the supply is an inter-State supply liable to IGST. 

 Working Note 2 

Computation of ITC available with Flowchem for the month of July 

Particulars CGST 

(`) 

SGST 

(`) 

Opening ITC  20,000 20,000 

Wok contract services availed for erecting foundation for fixing the 

machinery to the earth in the factory [Note 1] 

5,000 5,000 

Laying of pipeline up to the gate of factory from water source located 

outside the factory [Note 2] 

Nil Nil 

Installation of telecommunication towers [Note 2] Nil  Nil  

Services of travel company to provide home travel facility to employees 

Note 3]  

Nil  Nil  

Services of fitness center to provide wellness services to employees [Note 

3] 

 

Nil  

 

Nil  

Total ITC 25,000 25,000 

Notes: 

(1) As per section 17(5) of the CGST Act, 2017, ITC on works contract services when supplied for 

construction of an immovable property (other than plant and machinery) except where it is an 

input service for further supply of works contract service, is blocked .  Further, plant and 

machinery includes foundation and structural supports used to fix the machinery to earth. 

(2) As per section 17(5) of the CGST Act, 2017, ITC on goods and/ or services received by a taxable 

person for construction of an immovable property (other than plant or machinery) on his own 

account including when such and/ or services are used in course/ furtherance of business, is 

blocked.  However, plant and machinery excludes pipelines laid outside the factory premises and 

telecommunication towers. 

(3) As per section 17(5) of the CGST Act, 2017, ITC on travel benefits extended to employees on 

home travel concession and membership of health and fitness center is blocked unless it is 

obligatory for an employer to provide the same to its employees under any law for the time being 

in force. 

2. (a) As per Schedule III, high seas sale transactions i.e. supply of goods by the consignee to any 

other person, by endorsement of documents of title to the goods, after the goods have been 

dispatched from the port of origin located outside India but before clearance for home 

consumption shall not be considered as supply under GST. Thus, the sale of goods by Mohandas 

International to Radhakrishnan Export House in high seas shall not be liable to GST.  

 Further, the import duty including IGST shall be payable by Radhakrishnan Export House at the 

time of clearance of goods at port of import.  In case the goods are sold back by Radhakrishnan 

Export House to Mohandas International at a subsequent point of time, the same shall be treated 

as normal domestic sale transaction and GST shall be applicable on the same subject to other 

conditions prescribed under GST Law. 

(b) Section 5(5) of the IGST Act, 2017 provides that tax on inter-State supplies of specified services 

notified by Government shall be paid by the electronic commerce operator (ECO) located in 
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taxable territory if such services are supplied through it.  Services by way of transportation of 

passengers by a motor cab supplied through ECO is one of the notified service.  

 Electronic commerce operator (ECO) means any person who owns, operates or manages 

digital or electronic facility or platform for supply of goods or services or both [Section 2(45)]. 

 Since Perry India Ltd. owns and manages a mobile application in the name of “Super ride”, to 

facilitate supply of passenger transportation service in motor cabs over a digital network, it  is an 

ECO.  Thus, Perry India Ltd., an ECO located in India, is liable to pay GST in the given case.  

(c) Computation of assessable value of machine imported by BSA & Co. 

Particulars Amount (£) 

Price of the machine 10,000 

Add: Engineering and design charges paid in UK [Note 1]  500 

 Licence fee relating to imported goods payable by the buyer as a 
condition of sale (20% of Price of machine) [Note 1] 

 
2,000 

 Total 12,500 

 Amount (`) 

Value in Indian currency [£12,500 x `100] [Note 2] 12,50,000 

Add: Materials and components supplied by the buyer free of cost [Note 1] 20,000 

FOB 12,70,000 

Add: Freight [Note 3] 2,54,000 

 Insurance paid to the insurer in India [Note 1]       6,000 

CIF value 15,30,000 

Assessable value  15,30,000 

Notes: 

1. Engineering and design charges paid in UK, licence fee relating to imported goods payable 

by the buyer as a condition of sale, materials and components supplied by the buyer free of 

cost and actual insurance charges paid are all includible in the assessable value [Rule 10 of 

the Customs (Determination of Value of Imported Goods) Rules, 2007]. 

2. As per Explanation to section 14(1) of the Customs Act, 1962, assessable value should be 

calculated with reference to the rate of exchange notified by the CBIC. 

3. If the goods are imported by air, the freight cannot exceed 20% of FOB price [Fifth proviso 

to rule 10(2) of the Customs (Determination of Value of Imported Goods) Rules, 2007]. 

4. Buying commission is not included in the assessable value [Rule 10(1)(a) of the Customs 

(Determination of Value of Imported Goods) Rules, 2007]. 

5. Only ship demurrage charges on chartered vessels are included in the cost of transport of 

the imported goods.  Thus, demurrage charges for delay in clearing the machine from the 

Airport will not be includible in the assessable value [Explanation to Rule 10(2) of the 

Customs (Determination of Value of Imported Goods) Rules, 2007]. 

3. (a)  The supply between Asha Enterprises (Kota, Rajasthan) and Deep Traders (Jalandhar, Punjab) 

is a bill to ship to supply where the goods are delivered by the supplier [Asha Enterprises] to a 

recipient [Jyoti Sons (Patiala, Punjab)] on the direction of a third person [Deep Traders].  

 In case of such supply, it is deemed that the said third person has received the goods and the 

place of supply of such goods is the principal place of business of such person [Section 10(1)(b)  
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of the IGST Act, 2017]. Thus, the place of supply between Asha Enterprises (Rajasthan) and 

Deep Traders (Punjab) will be Jalandhar, Punjab.  

 Since the location of supplier and the place of supply are in two different States, the supply is an 

inter-State supply in terms of section 7, liable to IGST.   

 This situation involves another supply between Deep Traders (Jalandhar, Punjab) and Jyoti Sons 

(Patiala, Punjab). In this case, since the supply involves movement of goods, place of supply will 

be the location of the goods at the time at which the movement of goods terminates for delivery 

to the recipient, i.e. Patiala, Punjab [Section 10(1)(a) of the IGST Act, 2017].  

 Since the location of supplier and the place of supply are in the same State, the supply is an 

intra-State supply in terms of section 8, liable to CGST and SGST. 

(b) In terms of section 12(2) of the CGST Act, 2017, the time of supply of goods is the earlier of, the 

date of issue of invoice/last date on which the invoice is required to be issued or date of receipt 

of payment.  However, Notification No. 66/2017 CT dated 15.11.2017 specifies that a registered 

person (excluding composition supplier) has to pay GST on the outward supply of goods at the 

time of supply as specified in section 12(2)(a) of the CGST Act, 2017, i.e. date of issue of invoice 

or the last date on which invoice ought to have been issued in terms of section 31.  

 As per section 31(1) of the CGST Act, 2017, invoice for supply of goods should be issued before 

or at the time of removal of goods for supply to the recipient, where supply involves movement of 

goods.  Therefore, time of supply of goods is 23rd June being the last date on which invoice 

ought to have been issued and not 25th June when the invoice is actually issued.   

(c) 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.  

 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.   

4. (a) The goods to be moved to another State for replacement under warranty is  not a ‘supply’.  

However, rule 138(1) of the CGST Rules, 2017, inter alia, stipulates that every registered person 

who causes movement of goods of consignment value exceeding ` 50,000: 

(i)  in relation to a supply; or 

(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.  
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 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 the movement of goods is caused due to reasons other 

than supply, is not correct.  

(b) Section 22(1) of the CGST Act, 2017 read with Notification No. 10/2019 CT dated 07.03.2019 

inter alia provides that every supplier who is exclusively engaged in intra-State supply of 

goods is liable to be registered under GST in the State/ Union territory from where he makes the 

taxable supply of goods only when aggregate turnover in a financial year exceeds ` 40,00,000. 

 However, the above provisions are not applicable to few specified States, i.e. States of Arunachal 

Pradesh, Manipur, Meghalaya, Mizoram, Nagaland, Puducherry, Sikkim, Telangana, Tripura, 

Uttarakhand. 

 However, a person exclusively engaged in the business of supply ing goods and/or services that 

are not liable to tax or are wholly exempt from tax is not liable to registration in terms of section 

23(1)(a) of the CGST Act, 2017.  

 In the given case, the turnover of the company for the half year ended on 30 th September is ` 50 

lakh which is more than the applicable threshold limit of ` 40 lakh. Therefore, as per section 22, 

the company will be liable to registration. However, since SNP Pvt. Ltd. supplied exempted goods 

till 31st October, it was not required to be registered till that day; though voluntary registration was 

allowed under section 25(3) of the CGST Act, 2017.  

 However, the position will change from 1st November as the supply of goods become taxable 

from that day and the turnover of company is above ` 40 lakh.  It is important to note here that in 

terms of section 2(6), the aggregate turnover limit of ` 40 lakh includes exempt turnover also.  

 Therefore, turnover of ‘Z’ will be considered for determining the threshold limit even though the 

same was exempt from GST. Therefore, the company needs to register within 30 days from  

1st November (the date on which it becomes liable to registration) in terms of section 25(1) of the 

CGST Act, 2017.  

 Further, the company cannot avail exemption of ` 40 lakh from 1st November as the GST law 

does not provide any threshold exemption from payment of tax but threshold exemption from 

obtaining registration (which in this case had been crossed).  

(c) In the given case, since Product XYZ is being imported into the country in increased quantity, 

Central Government should consider levying safeguard Duty and not anti -dumping duty. 

 Anti-dumping duty is imposed when any article is exported from any country to India at less than 

its normal value, which is not the case here. 

 However, safeguard duty can be imposed only when Central Government is satisfied that such 

increased importation is causing/threatening to cause serious injury to the domestic industry. 

Exemptions/reliefs: 

(a) Safeguard duty shall not be imposed on articles originating from developing country if the 

share of imports of that article from that country ≤ 3% of the total imports of that article into 

India. 

(b) Safeguard duty shall not be imposed on articles originating from more than one developing 

country if the aggregate of imports from developing countries each with less than 3% import 

share taken together ≤ 9% of the total imports of that article into India. 

(c) Safeguard duty shall not be applicable on artic les imported by a 100% EOU/ SEZ unit 

unless specifically made applicable;  

(d) Safeguard duty shall not be applicable on articles imported by a 100% EOU/ SEZ unit 

unless the article imported is either cleared as such/ used in the manufacture of any goods 
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that are cleared, into DTA. 

(e) Central Government may exempt notified quantity of any article, when imported from any 

country into India, from whole/part of the safeguard duty. 

5. (a) The contention of Everest Technologies Private Limited is not valid in law. The SCN under 

section 73(1) can be issued at least 3 months prior to the time limit specified for issuance of 

order under section 73(10) [Section 73(2) of the CGST Act, 2017]. The adjudication order under 

section 73(10) has to be issued within 3 years from the due date for  furnishing of annual return 

for the financial year to which the short-paid/not paid tax relates to. 

 The due date for furnishing annual return for a f inancial year is 31st day of December following 

the end of such financial year [Section 44 of the CGST Act, 2017]. Thus, SCN under section 

73(1) can be issued within 2 years and 9 months from the due date for furnishing of annual return 

for the financial year to which the short-paid/not paid tax relates to.  

 The SCN has been issued for the period between 01.07.2018 to 31.12.2018 which falls in the 

financial year (FY) 2018-19. Due date for furnishing annual return for the FY 2018-19 is 

31.12.2019 and 3 years’ period from due date of filing annual return lapses on 31.12.2022. Thus, 

SCN under section 73(1) ought to have been issued latest by 30.09.2022. Since in the given 

case, the notice has been issued on 31.01.2022, notice is not time-barred. 

(b) Section 107(6) read with section 20 of the IGST Act provides that no appeal shall be filed with the 

Appellate Authority unless the applicant has paid in full, such part of the amount of tax, interest, 

fine, fee and penalty arising from the impugned order, as is admitted by  him and a sum equal to 

10% of the remaining amount of tax in dispute arising from the said order subject to a maximum 

of ` 50 crore.  Thus, the amount of pre-deposit for filing an appeal with Appellate Authority 

cannot exceed ` 50 crore (for tax in dispute) where IGST demand is involved.    

 In the given case, the amount of pre-deposit for filing an appeal with the Appellate Authority 

against the order of Joint Commissioner, where entire amount of tax is in dispute, is:  

(i)  ` 28 crore [10% of the amount of tax in dispute, viz. ` 280 crore] 

  or 

(ii) ` 50 crore,  

 whichever is less.  

 = ` 28 crore.  

(c) Computation of customs duty payable by Mrs. X 

Particulars `  

Personal effects  

[Duty free clearance is allowed] 

Nil 

Laptop computer 

[One laptop computer is exempt when imported into India by a passenger ≥ 18 
years of age] 

Nil 

Jewellery 

[Duty free jewellery allowance is not available to Mrs. X since she did not reside 
abroad for more than 1 year] 

75,000 

Music system    50,000 

Total value  1,25,000 

Less: General duty free baggage allowance of ` 50,000    50,000 

Value of baggage liable to customs duty  75,000 
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Rate of Duty 38.50% 

Customs duty @ 38.50% (including social welfare surcharge) 28,875 

6. (a) Where any partner retires from the firm, he or the fi rm, shall intimate the date of retirement of the 

said partner to the Commissioner by a notice in that behalf in writing. Such partner shall be liable 

to pay tax, interest or penalty due up to the date of his retirement whether determined or not, on 

that date. 

 However, if no such intimation is given within 1 month from the date of retirement,  the liability of 

such partner shall continue until the date on which such intimation is received by the 

Commissioner [Section 90]. 

(b) Audit by Tax authorities under section 65 of the CGST Act, 2017:- 

1 The Commissioner or any officer authorized by him can undertake audit of any registered 

person for such period, at such frequency and in such manner as may be prescribed.  

2 The audit shall be completed within a period of 3 months from the date of commencement of 

audit. However, the Commissioner can extend this period by a further period upto maximum 

6 months. 

Special Audit under section 66 of the CGST Act, 2017:- 

1 The registered person can be directed to get his records including books of account 

examined and audited by a chartered accountant or a cost accountant during any stage of 

scrutiny, inquiry, investigation or any other proceedings; depending upon the complexity of 

the case. Any officer not below the rank of Assistant Commissioner may order special audit, 

with the prior approval of the Commissioner, if he is of the opinion that  the value has not 

been correctly declared or the credit availed is not within the normal limits. 

2 Audit is to be completed within 90 days. However, the Assistant Commissioner can extend 

this period by a further period of 90 days. 

(c) Minimum rate of duty drawback - Rule 8 of Customs and Central Excise Duties Drawback 

Rules, 2017 provides that no amount or rate of drawback shall be determined in respect of any 

goods or class of goods under rule 6 or rule 7, as the case may be, if the export value of each of 

such goods or class of goods in the bill of export or shipping bill is less than the value of the 

imported materials used in the manufacture of such goods or class of goods, or is not more than 

such percentage of the value of the imported materials used in the manufacture of such goods or 

class of goods as the Central Government may, by notification in the Official Gazette, specify in 

this behalf. 

 Maximum rate of duty drawback - Rule 9 of Customs and Central Excise Duties Drawback 

Rules, 2017 provides that the drawback amount or rate shall not exceed one third of the market 

price of the export product.  This provision has been made to avoid over invoicing of export 

goods. 
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