
 
 
 
 

Goods - Section 2(55) 
“goods” means every kind of movable property other than money and securities but includes 
actionable claim, growing crops, grass and things attached to or forming part of the land which 
are agreed to be severed before supply or under a contract of supply 
 
Service - Section 2(102) 
“services” means anything other than goods, money and securities but includes activities relating 
to the use of money or its conversion by cash or by any other mode, from one form, currency or 
denomination, to another form, currency or denomination for which a separate consideration is 
charged 

 

Section 7 Supply 
Schedule I Matters to be treated as Supply, even if made without Consideration. 
Schedule II Matters to be treated as Supply of Goods or Services 
Schedule III Transactions which shall neither be treated as Supply of Goods nor Supply 

of Services. 
Section 8 Composite & Mixed Supply 

 
 
SCOPE OF SUPPLY [SECTION 7] 
(1) Supply includes — 

(a) all forms of supply of goods or services or both such as sale, transfer, barter, exchange, 
license, rental, lease or disposal made or agreed to be made for a consideration by a person 
in the course or furtherance of business, 

(b) import of services for a consideration whether or not in the course or furtherance of 
business; 

(c) the activities specified in Schedule I, made or agreed to be made without a consideration; 
and 

 
(1A) Where certain activities or transactions constitute supply in accordance with the provisions 

of Section 7(1), they shall be treated either as supply of goods or supply of services as 
referred to in Schedule II. 

 
 

CHAPTER 2 SCOPE OF SUPPLY 



(2) Notwithstanding anything contained in sub-section (1),- 
(a) activities or transactions specified in Schedule III; or 
(b) such activities or transactions undertaken by the Central Government, a State Government 

or any local authority in which they are engaged as public authorities, as may be notified by 
the Government on the recommendations of the Council, shall be treated neither as a supply 
of goods nor a supply of services. 

The following have been notified 
 Services by way of any activity in relation to a function entrusted to a Panchayat under 

article 243G of the Constitution. 
 Service by State Government by way of grant of alcoholic liquor licence, against 

consideration in the form of licence fee or application fee or by whatever name it is 
called.  (Notification No. 25/2019-Central Tax (Rate) dated 30.09.2019)  

 
(3) Subject to the provisions of sub-sections (1), (1A) and (2), the Government may, on the 

recommendations of the Council, specify, by notification, the transactions that are to be 
treated as — 

(a) a supply of goods and not as a supply of services; or 
(b) a supply of services and not as a supply of goods. 

 
Consideration [Section 2(31)]   
"Consideration" in relation to the supply of goods or services or both includes - 
(a) any payment made or to be made, whether in money or otherwise,- 

 in respect of, in response to, or for the inducement of, the supply of goods or services or 
both, 

 whether by the recipient or by any other person 
but shall not include any subsidy given by the Central Government or a State Government; 

 
(b) the monetary value of any act or forbearance, 

 in respect of, in response to, or for the inducement of, the supply of goods or services or 
both, 

 whether by the recipient or by any other person 
but shall not include any subsidy given by the Central Government or a State Government. 
 
Deposit not a consideration unless appropriated by supplier :  
However, a deposit given in respect of the supply of goods or services or both - 
 shall not be considered as payment made for such supply 



 unless the supplier applies such deposit as consideration for the said supply. 
 
The following aspects need to be noted: 
 It refers to the payment received by the supplier in relation to the supply, whether from 

the recipient or any other person.  
 Consideration can be in the form of money or otherwise. E.g.: Under a Joint development 

agreement model, the flats handed by the developer to the landowner will be considered as 
'consideration' for the development rights given to the developer by the landowner; 

 Deposits, as such, are not liable to tax.  
 
Section 2(17) - Business: includes 
(a) any trade, commerce, manufacture, profession, vocation, adventure, wager or any other 

similar activity, whether or not it is for a pecuniary benefit; 
(b) any activity or transaction in connection with or incidental or ancillary to (a) above; 
(c) any activity or transaction in the nature of (a) above, whether or not there is volume, 

frequency, continuity or regularity of such transaction; 
(d) supply or acquisition of goods including capital assets and services in connection with 

commencement or closure of business; 
(e) provision by a club, association, society, or any such body (for a subscription or any other 

consideration) of the facilities or benefits to its members, as the case may be;  
(f) admission, for a consideration, of persons to any premises; 
(g) services supplied by a person as the holder of an office which has been accepted by him in 

the course or furtherance of his trade, profession or vocation; 
(h) activities of a race club including by way of totalisator or a licence to book maker or activities 

of a licensed book maker in such club.  
(i) any activity or transaction undertaken by the Central Government, a State Government or any 

local authority in which they are engaged as public authorities. 
 
In course of or furtherance of business :  
 For a transaction to qualify as 'supply', it is essential that the same is 'in the course or 

furtherance of business'. This implies that any supply of goods and / or services by a business 
entity would be liable to tax, so long as it is in the course or furtherance of business. Thus, 
any activity undertaken included in the definition of business for furtherance or promoting of 
a business could constitute a supply under GST law. 

 Supplies which are not in the course of business (or in furtherance of business) will not qualify 
as 'supply' for the levy of tax, except in case of importation of service for consideration, 



where the service is considered to be a supply whether or not it is made in the course or 
furtherance of business. 
Examples: 
 Sale of goods in an exhibition, participation in a trade fair, warranty supplies, supply of 

free samples to induce customers to purchase other goods, sale of used assets, etc. would 
be in the course of business. 

 When an individual who buys a television for personal use and after a year sells it to a 
dealer, the transaction will not be supply, because supply is not made by the individual in the 
course or furtherance of business. Further, no input tax credit was admissible on such 
television at the time of its acquisition as it was meant for non-business use. 

 
Supply should be made by a taxable person :  

 To attract GST, supply has to be made by a taxable person. Hence, a supply between two 
non-taxable persons does not constitute taxable supply under GST. 

 The restriction of being a taxable person is only on the supplier whereas the recipient can 
be either taxable or non-taxable. Further, there is no condition that supply needs to be 
made to another person, i.e. supplies made to self are also taxable. 

 
Taxable person [Section 2(107)] :  
"Taxable person" means a person who is registered or liable to be registered under section 22 or 
section 24. 
Hence, even an unregistered person who is liable to be registered is a taxable person. Similarly, a 
person not liable to be registered, but has taken voluntary registration and got himself registered 
is also a taxable person. 
 
Supply should be taxable supply :  
For a supply to attract GST, the supply must be taxable. Taxable supply has been broadly defined 
and means any supply of goods or services or both which, is leviable to tax under the GST Law. 
Exemptions may be provided to the specified goods or services or to a specified category of 
persons/ entities making supply. 

Transaction Nature 
1. Virat gifts an Iphone to his wife Anushka  
2. Ranveer Singh performs at the wedding of Sharmaji’s son for ₹ 5 lacs  
3. Sanjay Mishra sells television installed at his home for ₹ 10,000/-   
4. Sanjay Mishra sells television installed at his office from where he 

supplies services for ₹ 10,000/- 
 

5. Ramlal sells his car to shyamlal on car dekho for ₹ 200,000/-   



 
IMPORT OF SERVICES FOR CONSIDERATION WHETHER OR NOT IN COURSE/ 
FURTHERANCE OF BUSINESS [Section 7(1) (b)]: 
The term 'supply' includes import of services for a consideration whether or not in the course 
or furtherance of business. 
 
Section 7(1)(b) has the following essential ingredients. 
(a) It is applicable only for services and not for goods. 
(b) Services should be provided for a consideration. 
(c) Services may be in course of furtherance of business or not. This implies that import of 
services even for personal consumption would qualify as 'supply' and therefore would be liable to 
tax. 
Eg.  
1. Mr. Nirav Modi, obtains services of a an interior decorator from Paris for doing the interior 

work of his house and pays him ₹ 2 crores is supply. 
2. Mr. Nirav Modi, obtains services of a an interior decorator from Paris free of cost as he was 

his frien  for doing the interior work of his house is not supply. 
  
Activities specified in Schedule I, made or agreed to be made without a consideration 
covered in scope of supply [Section 7(l)(c)]:  
As per Schedule I, in the following four cases, supplies made without consideration will be treated 
as supply under section 7 of the CGST act: 
(1) Permanent transfer or disposal of business assets where input tax credit has been 

availed on such assets. 
 
Examples  
1. Infosys Ltd. donates laptops to an orphanage which have been used by its employees. Its 

business is development of software and providing software solutions. The Company had 
availed ITC on purchase of laptops. - Supply 
 

2. Infosys purchases a BMW car for its director on which it had not availed ITC as it is not 
allowed as per sec 17(5) of CGST Act 2017. It donates the car after using for 3 years to an 
Old age home. Not Supply 

 
3. Mr. Strange owns a shop where he sells watches. He pays GST to the supplier when he 

purchases them and claims ITC against GST payable on sales. He gifts a watch from his stock 
in  trade to his Son in law (Nihal)  on his birthday. - Supply  

 
 



(2) Supply of goods or services or both between— 
 related persons; or 
 between distinct persons as specified in Section 25, when made in the course or 

furtherance of business. 
 
Related persons [Explanation to Section 15]: For the purposes of this Act, — 
(a) persons shall be deemed to be "related persons" if— 
(i) such persons are officers or directors of one another's businesses; 
(ii) such persons are legally recognised partners in business; 
(iii) such persons are employer and employee; 
(iv) any person directly or indirectly owns, controls or holds 25% or more of the outstanding 

voting stock or shares of both of them; 
(v) one of them directly or indirectly controls the other; 
(vi) both of them are directly or indirectly controlled by a third person; 
(vii) together they directly or indirectly control a third person; or 
(viii) they are members of the same family; 
 
(b) the term "person" also includes legal persons; 
 
(c) persons who are associated in the business of one another in that one is the sole agent or sole 
distributor or sole concessionaire, howsoever described, of the other, shall be deemed to be 
related. 
 
Family [Section 2(49)]:  
"Family" means, — 
(i)  the spouse and children of the person, and 
(ii) the parents, grand-parents, brothers and sisters of the person if they are wholly or mainly 

dependent on the said person. 
 
Section 25: Distinct Persons 
Separate registration make distinct person [Section 25(4)] 
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 for the purposes of this Act. 
Example 
 
 
 
 



Establishment in another state is a separate person [Section 25(5)]  
Where a person who has obtained or is required to obtain registration in a State or Union 
territory in respect of an establishment, has an establishment in another State or Union 
territory, then such establishments shall be treated as establishments of distinct persons for the 
purposes of this Act. 
Example: 

 
 
 

However, gifts not exceeding ₹ 50,000 in value in a financial year by an employer to an employee 
shall not be treated as supply of goods or services or both. 
Example: 
1. Tata Steel Limited gives sweet boxes worth 5000/- to employees on Diwali – Not Supply 
2. AYS computers gives Employee of the year award to Mr. Rocket Singh along with Iphone 11 

worth ₹96,000/-  - Supply 
 
(3) Supply of goods — 
(a) by a principal to his agent where the agent undertakes to supply such goods on behalf of 

the principal; or 
(b) by an agent to his principal where the agent undertakes to receive such goods on behalf 

of the principal. 
 
It must be noted here that only supply of goods is covered here. 
Agent [Section 2(5)]  
"Agent" means a person, including a factor, broker, commission agent, arhatia, del credere agent, 
an auctioneer or any other mercantile agent, by whatever name called, who carries on the business 
of supply or receipt of goods or services or both on behalf of another. 
 
Principal [Section 2(88)]  
"Principal" means a person on whose behalf an agent carries on the business of supply or receipt 
of goods or services or both. 
 
Key ingredient for determining whether a principal agent relationship falls within the scope of 
Para 3 ie. Whether it amounts to supply or no. 
The key ingredient for determining whether a principal agent relationship falls within the scope 
of Para 3. of Schedule I of the CGST Act, would be whether the invoice for the further supply of 
goods on behalf of the principal is being issued by the agent or not. 
Where the invoice for further supply is being issued by the agent in his name (agent’s own) then, 
any provision of goods from the principal to the agent would fall within the fold of the said para. 



However, where the invoice is issued by the agent to the customer in the name of the principal, 
such agent shall not fall within the ambit of Schedule I of the CGST Act. 
 
(4) Import of Services by a person from a related person or from any of his other 
establishments outside India, in the course of furtherance of business.  
 
 
Importation of services as covered by the definition does not include importation without 
consideration. 
Thus, even if no amount is paid in such case the value have to be determined as per the rules and 
tax is required to be paid. 
For example :  
 
 
 
Treatment  of  sales  promotion schemes under GST. 
A.      Free samples and gifts: 

It is clarified that samples which are supplied free of cost, without any consideration, do 
not qualify as “supply” under GST, except where the activity falls within the ambit of 
Schedule I of the CGST Act. 
 

B. Buy one get one free offer: 
 As per section 7(1)(a) of the CGST Act, the goods or services which are supplied free of 

cost (without any consideration) shall not be treated as “supply” under GST (except in case 
of activities mentioned in Schedule I of the CGST Act). 
 

 It may appear at first glance that in case of offers like “Buy One, Get One Free”, one item 
is being “supplied free of cost” without any consideration.  
 

 Taxability of such supply will be dependent upon as to whether the supply is a composite 
supply or a mixed supply and the rate of tax shall be determined as per the provisions of 
section 8 of the CGST Act. 
 
Note: The availability or otherwise of ITC in the hands of the supplier in relation to 
aforesaid two schemes has been discussed in Chapter on Input Tax Credit. 

 
 
 



[Section 7(1A)] - Schedule II: The activities to be treated as supply of goods or supply of 
services are as under : 
 Transaction Type Nature of Supply 
1. Transfer Transfer of the title in goods Supply of Goods 
  Transfer of right in goods or of undivided share in goods 

without the transfer of title thereof 
Supply of Services 

  Transfer of title in goods under an agreement which 
stipulates that property in goods shall pass at a future 
date upon payment of full consideration as agreed. 

Supply of Goods 

2. Land and 
Building 

Lease, tenancy, easement, licence to occupy land Supply of Services 

  Lease or letting out, either wholly or partly, of the 
building including a commercial, industrial or residential 
complex for business or commerce. 

Supply of Services 

3. Treatment 
or Process 

Treatment or process which is applied to another person's 
goods. 

Supply of Services 

4. Transfer of 
Business 
Assets 

- Goods forming part of the assets of a business are 
transferred or disposed of by or under the directions of 
the person carrying on the business so as no longer to 
form part of those assets, whether or not for a 
consideration. 
 
- Goods held/used for business are put to private use or 
are made available to any person for use for any purpose 
other than business, by/under directions of person 
carrying on the business, whether or not for 
consideration. 
 
- Where any person ceases to be a taxable person, any 
goods forming part of the assets of any business carried 
on by him shall be deemed to be supplied by him in the 
course or furtherance of his business immediately before 
he ceases to be a taxable person, unless — 
(i) the business is transferred as a going concern to 
another person; or 
(ii) the business is carried on by a personal representative 
who is deemed to be a taxable person. 

Supply of Goods  
 
 
 
 
 
 
Supply of Services  
 
 
 
 
Supply of Goods 



5. (a) Renting of immovable property; 
(b) Construction of a complex, building, civil structure or a part thereof, 
including a complex or building intended for sale to a buyer, wholly or 
partly, except where the entire consideration has been received after 
issuance of completion certificate, where required, by the competent 
authority or after its first occupation, whichever is earlier. 
Explanation: 
(1) "Competent authority" means the Government or any authority 
authorised to issue completion certificate under any law for the time 
being in force and in case of non-requirement of such certificate from 
such authority, from any of the following, namely: — 
(i) an architect registered with the Council of Architecture constituted 
under the Architects Act, 1972; or 
(ii) a chartered engineer registered with the Institution of Engineers 
(India); or 
(iii) a licensed surveyor of the respective local body of the city or town 
or village or development or planning authority; 
(2) "Construction" includes additions, alterations, replacements or 
remodelling of any existing civil structure; 
(c) Temporary transfer or permitting the use or enjoyment of any 
intellectual property right; 
(d) Development, design, programming, customisation, adaptation, 
upgradation, enhancement, implementation of information technology 
software; 
(e) Agreeing to the obligation to refrain from an act, or to tolerate an 
act or a situation, or to do an act; and 
(f) Transfer of the right to use any goods for any purpose (whether or 
not for a specified period) for cash, deferred payment or other valuable 
consideration. 

Supply of Services 

6. Following composite supplies — 
(a) works contract as defined in Section 2(119); and 
(b) supply, by way of or as part of any service or in any other manner 
whatsoever, of goods, being food or any other article for human 
consumption or any drink (other than alcoholic liquor for human 
consumption), where such supply or service is for cash, deferred 
payment or other valuable consideration. 

Supply of Services 

 Works Contract [Section 2(119)]: "Works contract" means a contract  
 



 for— 
 building, 
 construction, 
 fabrication, 
 completion, 
 erection, 
 installation, 
 fitting out, 
 improvement, 
 modification, 
 repair, 
 maintenance, 
 renovation, 
 alteration or commissioning 

of any immovable property wherein transfer of property in goods 
(whether as goods or in some other form) is involved in the execution of 
such contract. 

 
             

 
  

 

7. Supply of goods by any unincorporated association or body of persons to 
a member thereof for cash, deferred payment or other valuable 
consideration. 

Supply of Goods 

 

 
 
[Section 7(2)] - Schedule III: ACTIVITIES WHICH ARE NEITHER SUPPLY OF GOODS 
NOR SUPPLY OF SERVICES 
(1) Services by an employee to the employer in the course of or in relation to his employment. 
(2) Services by any court or Tribunal established under any law for the time being in force. 

Explanation: The term "court" includes District Court, High Court and Supreme Court. 
(3) (a) The functions performed by the Members of Parliament, Members of State Legislature, 

Members of Panchayats, Members of Municipalities and Members of other local authorities; 
(b) The duties performed by any person who holds any post in pursuance of the provisions of 
the Constitution in that capacity; or 
(c) the duties performed by any person as a Chairperson or a Member or a Director in a body 
established by the Central Government or a State Government or local authority and who is 
not deemed as an employee before the commencement of this clause. 

(4) Services of funeral, burial, crematorium or mortuary including transportation of the deceased. 
(5) Sale of land and, subject to clause (b) of paragraph 5 of Schedule II, sale of building. 
(6) Actionable claims, other than lottery, betting and gambling. 
(7) Supply of goods from a place in the non-taxable territory to another place in the non-

taxable territory without such goods entering into India.  



It seeks to exclude from the tax net such transactions which involve movement of goods, 
caused by a registered person, from one non-taxable territory to another non- taxable 
territory. 

(8) (a) Supply of warehoused goods to any person before clearance for home consumption. 
Warehoused goods means goods deposited in a warehouse. 

(b) 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. 

The purpose is to ensure that there is no double taxation of transactions where supply of 
goods occurs in the course of high sea sales and sale of warehoused goods, before clearance 
for home consumption.  It was observed that in case of supply of goods as high seas sales and 
sale of warehoused goods, before being cleared for home consumption, IGST was being levied 
twice, once under the Customs Tariff Act, 1975 (read with the IGST Act) and then for a 
second time, on clearance for home consumption under the IGST Act.  Since double taxation 
needs to be avoided, circulars were issued to state that IGST would be payable only once at 
the time of clearance of goods for home consumption. 
Thus, under the amended position, the above transactions shall be treated neither as a supply 
of goods nor a supply of services. 
 
Following transactions are neither supply of goods nor supply of services 

 Supply from non-taxable territory to another non- taxable territory 
 Supply of warehoused goods 
 Supply by way of endorsement of documents of title of goods (High Sea Sales) 
 
Examples 
1. Mr. A purchased goods from China and sold it to Mr. John in Canada without bringing the 

goods in India. This transaction is neither supply of goods nor supply of services. 
2. Mr. X imported some goods in India, but kept the goods in custom bonded warehouse 

without clearing it for home consumption. In the meantime, Mr. X sold these goods to Mr. 
Y while they were in warehouse. This transaction between Mr. X and Mr. Y is neither 
supply of goods nor supply of services. 
Mr. P of India imported some goods from Japan. While the goods were in high seas, Mr. P 
sold the goods to Mr. Q in India by way of endorsement of documents of title of goods. This 
transaction between Mr. P and Mr. Q is neither supply of goods nor supply of services. 
 
 
 
 



TAXABILITY OF COMPOSITE SUPPLY AND MIXED SUPPLY 

Composite Supply [Section 2(30)]:  

"Composite supply" means a supply — 

 made by a taxable person  
 to a recipient 

consisting of two or more taxable supplies of goods or services or both, or any combination 
thereof, — 

which are naturally bundled, and 
supplied in conjunction with each other in the ordinary course of business, 
- one of which is a principal supply. 
 
This means that in a composite supply, goods or services or both are bundled owing to natural 
necessities. The elements in a composite supply are dependent on the 'principal supply'. 
 
Question: 
(a) Where goods are packed and transported with insurance, the supply of goods, packing 

materials, transport and insurance is a composite supply and supply of goods is a principal 
supply. 

(b) When a consumer buys a television set and he also gets warranty and a maintenance contract 
with the TV, this supply is a composite supply. In this example, supply of TV is the principal 
supply, warranty and maintenance service are ancillary. 

Principal Supply [Section 2(90)]: "Principal supply" means the supply of goods or services — 

 which constitutes the predominant element of a composite supply, and 
 to which any other supply forming part of that composite supply is ancillary. 

Mixed supply [Section 2(74)]: "Mixed supply" means — 

 two or more individual supplies of goods or services, or any combination thereof,  
 made in conjunction with each other 
 by a taxable person 
  for a single price 
 where such supply does not constitute a composite supply. 

Thus, the individual supplies are independent of each other and are not naturally bundled. As a 
corollary it can be said that if the transaction consists of supplies not naturally bundled in the 
ordinary course of business then it would be a mixed supply. 



Once it is proved that the transaction is not a composite supply, it would be a mixed supply, 
classified in terms of supply of goods or services attracting highest rate of tax. 

 
Question: 
(a) A supply of a package consisting of canned foods, sweets, chocolates, cakes, dry fruits, 

aerated drinks and fruit juices when supplied for a single price is a mixed supply. Each of these 
items can be supplied separately and is not dependent on any other items. It shall not be a 
mixed supply if these items are supplied separately. 

(b) A shopkeeper selling storage water bottles along with refrigerator. Bottles and the 
refrigerator can easily be priced and sold separately. 

 
Tax liability in case of composite and mixed supply [Section 8]  
The tax liability on a composite or a mixed supply shall be determined in the following manner, 
namely: — 
(a) a composite supply comprising two or more supplies, one of which is a principal supply, shall be 

treated as a supply of such principal supply; and 

(b) a mixed supply comprising two or more supplies shall be treated as a supply of that particular 
supply which attracts the highest rate of tax. 

Guiding principles for determining whether a supply is a composite supply or mixed supply 
While there are no infallible tests for such determination, the following guiding principles could 
be adopted to determine as to whether it would be a composite supply or a mixed supply. However, 
every supply should be independently analysed. 

Manner of determining whether the services are bundled in the ordinary course of business 
Whether services are bundled in the ordinary course of business would depend upon the normal or 
frequent practices followed in the area of business to which services relate. Such normal and 
frequent practices adopted in a business can be ascertained from several indicators some of 
which are listed below,- 

(1) The perception of the consumer or the service receiver : If large number of service 
receivers of such bundle of services reasonably expect such services to be provided as a 
package, then, such a package could be treated as naturally bundled in the ordinary course of 
business. 



(2) Majority of service suppliers in a particular area of business supplies similar bundle of 
services. 

For example, bundle of catering on board and transport by air is a bundle offered by a 
majority of airlines. 

(3) The nature of the various services in a bundle of services will also help in determining 
whether the services are bundled in the ordinary course of business. If the nature of services 
is such that one of the services is the main service and the other services combined with such 
service are in the nature of incidental or ancillary services which help in better enjoyment of 
the main service. 

For example: Service of stay in a hotel is often combined with a service of laundering of 3-4 items 
of clothing free of cost per day. Such service is an ancillary service to the provision of hotel 
accommodation and the resultant package would be treated as services naturally bundled in the 
ordinary course of business. 

(4) Other illustrative indicators, not determinative but indicative of bundling of services in 
ordinary course of business are - 

(a) There is a single price or the customer pays the same amount, no matter how much of the 
package they actually receive or use. 

(b) The elements are normally advertised as a package. The different elements are not available 
separately. 

(c) The different elements are integral to one overall supply - if one or more is removed, the 
nature of the supply would be affected. 

(5) No straight jacket formula can be laid down to determine whether a service is naturally 
bundled in the ordinary course of business. Each case has to be individually examined in the 
backdrop of several factors some of which are outlined above. 

 
Question: From the following information determine the nature of supply and tax liability. 
XYZ Ltd. a manufacturer of cosmetic products supplied a package consisting of hair oil (GST Rate 
- 18%), sun screen cream (GST Rate - 28%), shampoo (GST Rate - 28%) and hair comb (GST Rate -
12%). The price per package is Rs. 500 (exclusive of taxes). 10,000 packages were supplied by the 
company to its dealers. Determine the nature of supply and its tax liability. 



Solution: This supply would be regarded as mixed supply, since in this case each of the goods in 
the package have individual identity and can be supplied separately, but are deliberately supplied 
conjointly for a single consolidated price. The tax rates applicable in case of mixed supply would 
be the rate of tax attributable to that one supply (goods, or services) which suffers the highest 
rate of tax from amongst the supplies forming part of the mixed supply. Therefore, the package 
will be chargeable to 28% GST. 

The tax liability will be arrived as under : 

Value of taxable supply per package Rs. 500 
No. of packages 10,000 
Total Taxable Value of supply Rs. 50,00,000 
Applicable GST Rate 28% 
Total Tax liability Rs. 

14,00,000 
 
 

MULTIPLE CHOICE QUESTIONS 
 

1. What is the taxable event under GST? 
a. Manufacturing of goods b. Sales of goods 
c. Provision of Services d. Supply 
 

2. What are different types of supply covered under scope of supply. 
a. Supplies made with consideration b. Supplies made without consideration 
c. Both of the above  d. None of the above 
 

3. The term “place of business” includes 
a. Place from where business is ordinarily carried out including godown, warehouse, etc. 
b. Place where a taxable person maintains his books of account 
c. Place where taxable person is engaged in business through an agent 
d. All the above 

 
4. Which of the following activity is treated as supply in accordance with section 7 of CGST 

Act? 
a. Mr. Raj sold electronic gadgets to XYZ Co. 
b. Mr. Veer Supply Beer Shampoo to M/s priya 
c. Vijay Electronics disposed scrap part of electric unit to a scrap dealer 
d. All of the above 

 
 



5. Supplier within the meaning of supply includes 
a. Person supplying goods b. Person providing services 
c. Both d. None of the above 
 

6. Goods under CGST Act excludes: 
a. Securities  b. unsecured debts 
c. Right to participate in the draw to be held in a lottery d. Growing crops 

 
 

7. The term ‘goods’, as defined under section 2(52) of the CGST Act, 2017, does not include- 
a. Grass b. Money and securities 
c. Actionable claims d. growing crops 

 
8. What is ‘money and securities’ under GST law? 

a. Treated as ‘Goods’  b.Treated as ‘Services’ 
c. Treated neither as ‘Goods’ nor as ‘Services’  d. Status is not clear 
 

9. What is ‘lottery as an actionable claim’ under GST law? 
a. Treated as ‘Goods’ 
b. Treated as ‘Services’ 
c. Treated as ‘goods’ but out of scope of supply 
d. Treated as ‘goods’ and remains within scope of supply 

 
10. Services" means anything other than goods, money and securities includes 

a. Activities relating to the use of money or its conversion by cash 
b. Immovable property 
c. Securities 
d. Actionable claims 

 
11. Which of the following activities will be considered as a supply of service? 

a. Mr A borrows an amount of ₹ 1, 50,000 from one of his relative Mr Q and agrees to 
repay the entire amount with interest after a year. 

b. M/s Raj enterprises applied for loan from SBI Bank against which a processing fees 
and interest is charged by the bank 

c. Mr H exchanged INR against purchase of US $ for which a commission was charged 
d. All of the above. 

 
12. When will the recipient and supplier be treated as related persons under GST? 

a. Where such persons are employer and employee 
b. Where one of them directly or indirectly controls other 
c. Where such persons are officers or directors of one another’s business 
d. All of the above 



13. In which of the following cases, import of services is taxable under GST? 
(1) Import of service with consideration in course or furtherance of business. 
(2) Import of service with consideration not in course or furtherance of business. 
(3) Import of service without consideration from a related person in course or furtherance 

of business. 
(4) Import of service without consideration from a related person not in course or 

furtherance of business. 

a. (1) and (3) b. (2) and (4)  c. (1), (2) and (3)  d. (4) 

14. A Ltd. Holding entity made certain transfer of fixed asset on permanent basis to its 
subsidiary X Ltd. entity without any consideration. Does the same classify as a supply under 
GST? 

 a. Yes         b. No 
 c. On prior permission of Government    d. None  

 
15. Supply of food or drink items in a restaurant as per CGST Act is 

a. Supply of goods       b. Supply of service 
c. not a supply under GST      d. none of the above 
 

16. What shall be the proper classification of Renting of immovable property under supply? 
a. Supply of Goods       b. Supply of Services 
c. Does not qualify as supply     d. None of the above 
 

17. Temporary transfer or permitting use of intellectual right or property is classified as:  
a. Supply of goods b. Supply of services 
c Does not qualify as supply d. Supply on the prior permission of Government 

 
18. Ram has received a sum of ₹ 5,00,000 from his employer on premature termination of his 

contract of employment. The GST implication will be:  
a. It is not a supply, hence not chargeable to GST.  
b. It is a supply without consideration, hence not chargeable to GST. 
c. It is a supply, hence chargeable to GST. 
d. It is not supply, but exemption is there. 
 
 

19. GST is payable on the services provided by the employee to the employer in the course of 
employment on: 
a. Regular basis; 
b. Contract basis as employed by the company; 
c. Contract basis as employed by a contractor; 
d. None of the above. 

 



20. Which of the following activity shall be treated neither as a supply of goods nor a supply of 
services? 

(i) Permanent transfer of business assets where input tax credit has been availed on 
such assets 

(ii) Temporary transfer of intellectual property right 
(iii) Transportation of deceased 
(iv) Services by an employee to the employer in the course of employment 

a. (i) & (iii) b. (ii) & (iv) c. (i) & (ii) d. (iii) & (iv) 

21. What type of supply shall transfer of title in goods under works contract constitute? 

a. Supply of Goods  
b. Supply of services  
c. Either of the two at the option of authority  
d. None of the above 
 

22. There is a difference in taxability of goods forming part of composite supply and mixed 
supply. Here are few examples from which you need to identify which is correct example of 
composite supply and mixed supply. 
i) Mr. A buys a car and purchases warranty and maintenance of the car by paying nominal 

amount. Car, warranty and maintenance here are a mixed supply. 
ii) Mr. A buys a car and purchases warranty and maintenance of the car by paying nominal 

amount. Car, warranty and maintenance here are a composite supply. 
iii) Mrs. A buys a microwave oven and some utensils for use in microwave oven. Both 

microwave oven and utensils are sold at a single price. Microwave oven and its utensils 
here are a mixed supply. 

iv) Mrs. A buys chocolates, juices and biscuits from a shop. All items have different 
prices. Chocolates, juices and biscuits are a mixed supply.  
The correct examples of composite and mixed supply are: - 
 

a. i, iv b. ii, iii c. ii, iii, iv d.         None of the above 

 
23. What shall constitute main item under composite supply? 

a. Principal Item 
b. Item with Highest tax rate 
c. As per the option of the taxpayer 
d. None of the above 
 
 
 



24. M/s X Ltd. a dealer offer combo packs of shirt, watch, wallet, book and they are bundled 
as a kit and this kit is supplied for a single price as a mixed supply. Tax rate for shirt, 
watch, wallet and book are 12%, 18%, 5% and Nil respectively. The mixed supply will be 
taxed at: 
a. 12% b. 18% c. 5% d. Nil 
 

25. What kind of supply is this transaction: Food supplied to the in - patients as advised by the 
doctor in the hospital. 
a. Composite Supply b.  Mixed Supply 
c. Works Contract Service d. None of the above 
 
 
 

1  d 7 B 13 c 19 d 25 a 
2 c 8 c 14 a 20 d 
3 d 9 A 15 b 21 b 
4  d 10 A 16 b 22 c 
5 c 11 D 17 b 23 a 
6 a 12 d 18 a 24 a 

 


