O SAOHTN GUP T4 ALL THE BEST

GST TEST 4
(CHARGE & COMPOSITION SCHEME)
Time : 30 minutes  Marks : 20

Question 1 : Varun & Arun Associates started a partnership firm of architects in Bhopal (Madhya
Pradesh) on 1°' April. The firm provides architecture services in Madhya Pradesh only. It provided
the following details of its turnover duringthe current financial year:

April - June < 20 lakh
July - Sept < 30 lakh
Oct - Dec < 20 lakh

The firm has obtained the registration under section 22 with effect from 1°' July and opts to
pay tax under composition scheme. Determine the tax liability of Varun & Arun Associates for the
quarters: April — June, Jul-Septand Oct-Dec.

Note: The rates of tax on architectural services are CGST- 9% and SGST-9%. Marks : 4

Question 2 : Examine whether the suppliers are eligible for composition levy undersection 10 in
the following independent cases in the beginning of the current financial year.

a. Technology Enterprises, registered in Jalandhar, Punjab, is engaged in manufacturing and
supplying computer systems. Its aggregate turnover in the preceding financial year is I 125
lakh. Technology Enterprises supplies the computer systems manufactured by it within the State
of Punjab only. With a view to expand its business operations, it will also start providing the
repairing services of computer systems in Punjab inthe current financial year.

b. M/s. Siddharth & Sons, registered in Delhi, owns a restaurant ‘Tasty Foods’ with a turnover of
< 112 lakh in the preceding financial year. In view of the growing customer demand, it will
also start intra-State trading of juices in Delhi.

c. Sitaram Associates, registered in Sikkim, is engaged in running a restaurant chain ‘Veg Kitchen’
in the State. It has a turnover of

d. X 73 lakh in the preceding financial year. In the current financial year, it decides to shut
down the food chain owing to huge losses being incurred in the said business. Instead, it will
start providing intra-State architect services. Deepti Services Ltd., registered in Uttarakhand, is
exclusively providing intra-State hair styling services. It has turnover of I 34 lakh in the
preceding financial year.

Will your answer be different, if Deepti Services Ltd. also start intra-State supply of beauty
products alongwith providing hair styling services in the current financial year?
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Marks : 8

Question 3 : Panini Private Limited, Jaipur, agrees to sponsor a sports event organized by Pink City
Club in Jaipur. Panini Private Limited has paid an amount of ¥ 5,00,000 for such sponsorship of
the sports event. Consequently, said event was named after the brand name of Panini Private
Limited. Examine who is the person liable to pay tax in the given case.

Marks : 4

Question 4 : Arpan Singhania is an executive director in Narayan Limited, Haryana. The company paid
him the sitting fee amounting to I 25,000, for the month of January. Further, salary was paid to
Arpan Singhania amounting to X 1.5 lakh for the month of January on which TDS was also deducted
as perapplicable provisions under Income-tax law. Tapasya & Associates, in which Arpan Singhania
is a partner, supplied certain professional services to Narayan Limited in the month of January
for an amount of X 2 lakh. Discuss the person liable to pay GST in each of the supplies involved in
the given case.

Marks : 4
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GST TEST 4 SOLUTION
(CHARGE & COMPOSITION SCHEME)

Solution 1 : The composition scheme under sub-sections (1) and (2) of section 10 is available in
case of goods and restaurant service. Further, marginal services upto specified limit can be
provided along with the supply of goods or restaurant service, as the case may be. Since, in
the given case, Varun &Arun Associates is supplying services other than restaurant services, it
is not eligible to pay tax under sub-sections (1) and (2) of section 10. However, section 10(2A)
provides an option to a registered person, who is not eligible to pay tax under sub-sections (1)
and (2) of section 10, of paying tax @ 6% (CGST-3% and SGST/UTGST-3%) provided his
aggregate turnover in the preceding financial year is upto ¥ 50 lakh. Said person can pay tax
@ 6% of the turnover in State or turnover in Union territory up to an aggregate turnover of ¥
50 lakh, subject to specified conditions.

In the given case, Varun & Arun Associates has started the supply of services in the current
financial year. Therefore, its aggregate turnover in the preceding financial year is Nil.
Consequently, it is eligible to avail the benefit of composition scheme under section 10(2A) of
the CGST Act in the current financial year. It becomes eligible for the registration when its
aggregate turnover exceeds ¥ 20 lakh. While registering under GST, it has toopt for
composition scheme under section 10(2A).

For determining its turnover of the State for payment of tax under composition scheme under
section 19(2A), turnover of April-June quarter R 20 lakh] shall be excluded as the value
of supplies from the first day ofApril of a financial year up to the date when such person
becomes liable for registration under this Act are to be excluded for this purpose.

On next ¥ 30 lakh [turnover of July-Sept quarter], it shall pay tax @ 6% [3% CGST and 3%
SGST], i.e. CGST ¥ 90,000 and SGST ¥ 90,000.

By the end of July-Sept quarter, its aggregate turnover reaches ¥ 50 lakh*.

Consequently, its option to avail composition scheme under section 10(2A) shall lapse by the
end of July-Sept quarter and thereafter, it is required to pay tax at the normal rate. Thus,
the tax payable for Oct-Dec quarter is

T 20 lakh x 9%, i.e. CGST - ¥ 1,80,000 and SGST - % 1,80,000.

*Note - While computing aggregate turnover for determining Varun & Arun Associates’
eligibility to pay tax under composition scheme, value ofsupplies from the first day of April
of a financial year up to the date whensuch person becomes liable for registration under this
Act (i.e. turnover of April-June quarter), are also included.
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Solution 2 : As per section 10(1), the following registered persons, whose aggregate turnover in
the preceding financial year did not exceed X 1.5 crore, may opt to pay tax under composition
levy:

(i) Manufacturer,

(ii) Persons engaged in making supplies referred to in clause (b) of paragraph 6 of Schedule
Il (restaurant services), and

(iii) Any other supplier eligible for composition levy.

The composition scheme under sub-sections (1) and (2) of section 10 can essentially be availed in
respect of goods and only one service namely, restaurant service. However, the scheme permits
supply of other marginal services for a specified value along with the supply of goods and restaurant
service, as the case may be. Such marginal services can be supplied for a value up to 10% of the
turnover in the preceding year or X 5 lakh, whicheveris higher. Further, the registered person
should not be engaged in makingany inter-State outward supplies of goods.

Furthermore, newly inserted section 10(2A) provides an option to a registered person, who is not
eligible to pay tax under section 10(1) and10(2), of paying tax @ 6% (CGST-3% and SGST/UTGST-
3%) provided his aggregate turnover in the preceding financial year is upto ¥ 50 lakh. Said person
can pay tax @ 6% of the turnover in State or turnover in Union territory up to an aggregate turnover
of ¥ 50 lakh, subject to specified conditions. One of such conditions is that the registered person
should notbe engaged in making any inter-State outward supplies of goods or services.

In view of the above-mentioned provisions, the answer to the given independent cases is as under:-

(@) The turnover limit for being eligible for composition scheme under under sub-sections (1)
and (2) of section 10 for Jalandhar (Punjab)is ¥ 1.5 crore in the preceding financial year. Thus,
Technology Enterprises can opt for said composition scheme as its aggregate

turnover is less than ¥ 1.5 crore in the preceding financial year andit is making intra-State
supplies. Further, since the registered person opting for composition scheme can also supply
services (other than restaurant services) for a value up to 10% of the turnover in the preceding
year or X 5 lakh, whichever is higher. Thus, Technology Enterprises can supply repair services
up to avalue of ¥ 12.5 lakh [10% of %125 lakh] in the current financial year.

(b) In the given case:-
the turnover in the preceding year is less than the eligibleturnover limit under composition scheme

under sub-sections (1) and (2) of section 10 for Delhi, i.e. ¥ 1.5 crore.

(i) the supplier is engaged in providing restaurant service whichis an eligible supply under
said composition scheme.

(i) the supplier wants to engage in trading of goods which isalso an eligible supply under
said composition scheme.

Thus, M/s. Siddharth & Sons is eligible for composition schemeunder sub-sections (1)
and (2) of section 10.
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(c) The turnover limit for being eligible for composition scheme under sub-sections (1) and
(2) of section 10 for Sikkim is ¥ 75 lakh in the preceding financial year. However, a registered
person who is exclusively engaged in supplying services other than restaurant services are
not eligible for said composition scheme. Thus, Sitaram Associates cannot opt for
composition scheme under sub-sections

(1) and (2) of section 10.

However, the benefit of composition scheme under section 10(2A)is available in case of
a registered person who is not eligible to paytax under sub-sections (1) and (2) of section
10 provided its aggregate turnover in the preceding financial year does not exceed

T 50 lakh.

Thus, in view of the above-mentioned provisions, Sitaram Associates cannot avail the
benefit of composition scheme under section 10(2A) also as its aggregate turnover in the
preceding financial year is more than ¥ 50 lakh.

(d) A service provider can opt for the composition scheme under sub-sections (1) and (2)
of section 10 only if he is engaged in supply of restaurant services. Said scheme permits
supply of marginal services for a specified value, but only when the same are supplied along
with goods and/ or restaurant service.

Since Deepti Services Ltd.is exclusively engaged in supply of services otherthan restaurant
services, it is not eligible for composition scheme sub-sections (1) and (2) of section 10 even
though its turnover in the preceding year is less than X 75 lakh, the eligible turnover limit for
Uttarakhand.

However, since Deepti Services Ltd. is not eligible to opt for composition scheme under sub-
sections (1) and (2) of section 10 and its aggregate turnover in the preceding financial year
does not exceed T 50 lakh, Deepti Services Ltd.is entitled to avail benefit of composition scheme
under section 10(2A) in the current financial year.

Further, the answer will remain the same even if Deepti Services Ltd. Also start supplying
beauty products alongwith providing hair styling services inthe current financial year since it
fulfils the conditions laid down for availing the benefit of composition scheme under section
10(2A) of the CGST Act. It can avail the benefit of composition scheme under section 10(2A)
till thetime its aggregate turnover in the current year doesn’t exceed X 50 lakh.
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Solution 3 : Notification no 13/2017 CT (R) dated 28.06.2017 as amended (hereinafter referred
to as reverse charge notification), provides that sponsorship services provided by any person
to a body corporate or partnership firm located in the taxable territory, shall be liable to GST
under reverse chargein the hands of recipient.

In the present case, Pink City Club is the supplier of sponsorship serviceswhich is receiving
the consideration in the form of sponsorship fee of

¥ 5,00,000 from Panini Private Limited, against the provision of sponsorship service. Since the
recipient of sponsorship services- Panini Private Limited is a body corporate, GST on said
services is payable by the recipient - Panini Private Limited, under reverse charge.

Solution 4 :

Sitting fee paid to director — As per reverse charge notification, tax onservices supplied by a
director of a company/ body corporate to the said company/ body corporate, located in the
taxable territory, is payable under reverse charge. Hence, in the present case, the sitting fee
amounting to

X 25,000, payable to Arpan Singhania by Narayan Limited, is liable to GST under reverse charge
and thus, recipient of service - Narayan Limited — is liable to pay GST on the same.

Salary paid to director - As per Circular No.140/10/2020 GST dated 10.06.2020, the part of
director’'s remuneration which is declared as salary inthe books of a company and subjected
to TDS under section 192 of thelncome-tax Act, are not taxable being consideration for services
by an employee to the employer in the course of or in relation to his employmentin terms
of Schedule Ill. Therefore, in the given case, the salary received by Arpan Singhania of X 1.5 lakh
is not liable to GST.

Services provided by Tapasya & Associates — Tapasya & Associates have rendered certain
professional services to Narayan Limited. The fact that Arpan Singhania is a partner in Tapasya
& Associates and a director in Narayan Limited does not have any impact on the taxability of
the professional services supplied by Tapasya & Associates to Narayan Limited. The
professional services provided by Tapasya & Associates to Narayan Limited are liable to GST
under forward charge and thus, supplier - Tapasya& Associates — is liable to pay GST on the
same.



